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NAY OVERVIEW

NAY a.s. Is the largest retailer
of consumer electronics with a market share exceeding 20 %.
In 2016, NAY celebrated its 25th anniversary.

It belongs to the companies that have been forming the

retail market in Slovakia with innovations. It introduced
global electronics brands, a franchise model, large-format
stores, one of the first loyalty programs and a wide range of
complementary services to the market and is nowadays one
of the pioneers of the omnichannel retail strategy in Slovakia.

Its goal is to provide positive shopping experience to
customers with quality advice, wide portfolio, fair prices, easy-
to-navigate web environment, attractive retail stores and, in
particular, full service for a customer as a client thanks to the
services provided as well as the loyalty club.



NAY GROUP

The NAY group includes
NAY a.s., Electro World s.r.o. and Amico Finance a. s.

ELECTRO WORLD

NAY a.s. owns 100 % share in Electro World s.r.o.,
which is one of the largest multichannel chains
specializing in the sales of consumer electronics,
computing and telecommunication technology,
domestic electrical appliances including accessories
and provision of all related services. The company
currently operates 18 stores in the Czech Republic.

In 2016 the company's sales reached EUR 109,458,000
(CZK 2,859,092,000) and the value of the registered
capital amounted to EUR 2,176,000 (CZK 60,000,000).

amico

In 2015, NAY a.s. founded Amico Finance a. s. in
order to perform business activities mainly in the
area of financial services and provide consumer
loans at NAY sales points. The company currently
owns a 69 % share in Amico Finance a. s.

The revenues in 2016 reached EUR 2,431,000 and
the value of nominal share capital
amounted to EUR 600,000.




NAY VALUES

For us, a customer is a
long-term client. The long-
term relationship is based

on fairness. We are fair in
pricing, terms, approach,
communication as well as in
openness. We want to achieve
that every customer leaves
with the experience that we
keep our word.



SIMPLICITY

We were inspired by technics. The easier
it is to control, the more useful. It does
not matter how complex the underlying
process is. It is important that everything
iS as easy as possible to arrange for

the customer. It does not matter if a
customer wants to make a reservation for
goods, needs a financial product or files a
complaint. Our goal is to do everything per
one click or one action.

PASSION FOR TECHNICS

Technics significantly shifts history forward,
transforms the world and surrounds us at every
step. Just remember the letterpress machine,
refrigerators, the Internet or smartphones. We
are constantly following trends, coming up with
innovations and studying the details of the
latest technology. We believe we will spread our
passion to our customers.
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1991 - 1997
1991 - 1997

. —_ model of franchising stores under the NAY brand in
The world’s first distributor Slovakia and Moraviga. The company managed, thanks
of electronics brands in Slovakia to exclusive wholesale contracts, to deliver top electro-
In those years NAY was an official distributor of the nics and it entered into a contract with entrepreneurs
world’s largest brands in Slovakia, including Sony, who operated 12 stores in city centres under the NAY
| Panasonic, Grundig, Jamo and Yamaha. | brand and with NAY goods.

1998 1998

Internetdom
_ Establishment of NAY Elektrodom
In the same year as the revolutionary

concept of Elektrodom, its online In 1998, the NAY Elektrodom brand was |
version - the Internetdom - was launched, as a label for the new large for-
established too. Currently, the most mat store concept - the first of its kind in
visited ‘store’ of the company Slovakia. The first store under the brand of

the new concept was the store

is mainly an online product catalogue. - . i
\ at Zlaté piesky in Bratislava.

2014

Acquisition of Electro World 2 01 6

In 2014, NAY concluded an agreement 2 01 5

with Dixons Retail plc on the sale of . 4 new stores

its Electro World stores in the Czech Re-design of www.nay.sk NAY expanded its network

Republic and Slovakia. NAY acquired NAY has completely re-desig- with new stores, in particularin

4 stores in Slovakia and 22 stores in ned its website within its own Eastern Slovakia. On July 1, the

the Czech Republic. Thanks to this omnichannel strategy. The page stores were opened in TrebiSov,

acquisition, NAY has become an has become responsive and new Vranov nad Topl'ou, Humenné as

undisputed leader among brick-and- functionalities, full-service online well as in Rimavska Sobota. The

mortar retailers of electronics in the sale of services and content, were network in Slovakia has therefo-
| Slovak Republic and Czech Republic. added. re expanded to 36 NAY stores.
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Superbrands

Superbrands is the most reputable independent authority in
an assessment and honouring the trademarks. Superbrands
title Is a sign of a special status and acknowledgement of a
brand’s position on a local market. Only the brands with extra-
ordinary reputation can gain a Superbrands seal - customers
always relate essential values with them and have personal
relation to such brands. The seal was established in the Great
Britain and Superbrands Award annually honours the best of
the brands in almost 90 countries within 5 continents.

Superbrands 2013

Superbrands 2014 : : / NARS v‘“ARDGO
Superbrands 2015 0 0 ‘ | : Sul_]ﬂmrﬂ"ﬂS
Superbrands 2016 . SLOVAKIA
Superbrands 2017 —

Entrepreneur of the Year Ernst & Young

Entrepreneur of the Year Ernst & Young is the very first and
the only truly global competition of a kind, founded by Ernst

& Young in 1986 in the U.S. It awards the entrepreneurs who
have managed to develop successful and dynamic businesses,.

Entrepreneur of the Year 2008
Ing. Peter ZaleSak — winner






17 000 000 €

I share capital I I numberofstores I
224 242 293 € 1007

I net revenues I I number of employees I
4 390 916 € 904 140

I net income I I number of loyalty club membersl

1991

I incorporation of the company I

All data are stated as of December 31, 2016.







THE YEAR 2016

IN NAY

In 2016, the revenue increased (12.7 %)
further, as well as the market share
in Slovakia (at the end of the year the
market share of around 23 % - source
GfK). The increase in sales signifi-
cantly exceeded the overall growth of
retail sales in the Slovak Republic (2.2
% - source 550). This has strengthe-
ned our position as a market leader,
despite growing competition mainly
in the area of online retailers.

The growth in revenue was, in addi-
tion to the annual growth of existing
stores, supported by the opening of
four new stores in TrebiSov, Vranov
nad Topl'ou, Rimavska Sobota and
Humenné. The online sales also
experienced a double-digit growth, as
we managed to create pick-up points
in majority of stores for e-commerce
orders and thereby introduce express
delivery of orders within one hour. We
have also expanded our call centre,
meeting the demands of a growing
group of customers that prefer quick
purchase without visiting a store.

Thanks to an increased effectivity
and growth in revenue we achieved a
record-high EBITDA (EUR 8.2 million),
which allows us to invest even more
in information systems, working
environment of our employees and
their professional growth, as well as
in their bonuses.

Despite these record figures, howe-
ver, we understand that the market
is significantly changing and we
must face strong competition from
online retailers. The share of online
electronics sale in the Slovak Repub-
lic reached 32 % and Slovakia is the
country with the third highest share
of online sales (behind the Czech
Republic and the Netherlands; the
average value is 23.1 %).

This is the reason for large in-
vestments in our production and web
system, where we are still lagging
behind our competitors. In 2016, we
started with the implementation of
SAP, while we also adjusted processes

and integrated other parts of the IT
system into the SAP environment.
At the beginning of 2017, the new
information system will be fully
operational. (The central warehouse
is already managed by SAP.) We also
launched several projects of impro-
vement of our website and mobile
application, which will continue also
in the upcoming year (includes nay.sk
and Electroworld.cz).

The objective for the upcoming years
is to improve services, to catch up on
competitors in an online market, i.e.
to become a retailer that will offer all
benefits of selling online to custo-
mers, with an added value of our
experts at stores and proximity to a
customer thanks to a wide network
of our branches. This goal can be
achieved only with innovatiaon, i.e.
we need to become a technological
leader too and transform from a tra-
ditional retailer to a real omnichannel
company. B

Ing. Peter Zdlesdak
Chairman of the Board



OBJECTIVES
AND PRIORITIES
FOR THE YEAR
2017
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To make the retail purchase simple,

the company needs to excel in three
areas: management of human resources,
processes and the use of modern

information technology.’

The long-term strategy of NAY is a
comprehensive customer care and
his/her perfect shopping experien-

ce. To experience a purchase where
everything works not only as expected,
but surpasses expectations, requires

a great deal of effort in coordination
of employees, processes and modern
technologies.

We waorked hard in 2016 in many areas
to get closer to this strategic objec-
tive, which reflected positively in all
measurable indicators. We put a lot of
effort into setting-up more effective
processes and their reliability, configu-
ring and testing the new SAP informa-
tion system and systems connected to
SAP, such as the system for mana-
gement of deliveries to customers,
store reservations, e-commerce or the
electronic connection with business
partners.

LAUNCH OF
THE NEW
INFORMATION
SYSTEM

\We are awaiting the launch of the
new SAP information system, new
processes and new remuneration
system in June 2017 The new informa-

J

tion system will allow us to perform
processes faster and easier and
thereby, to improve and accelerate the
customer service at all levels.

We therefore plan to:

e create and improve services in
the area of delivery of goods to a
customer (with an option to select a
delivery time window), preparation
of reservation and picking up of
goods at a store within 60 minutes;

e significantly improve and speed up
complaint processes;

e allow customers to see a history of
their own purchases and to manage
their loyalty account.

At the same time we expect better
communication with customers, from
hotline, which will know the custo-
mer’s history, to individualized mar-
keting communication. The customer
will be more informed, he/she will be
able to adjust the purchase better and
we will be faster.

In order to achieve these objectives,
we need to have an efficient, reliable
and fast administration. This is why
we are going to continue in 2017 to
engage as many business partners
as possible to electronic document
exchange (EDI) and our ambition is

also to achieve the highest possible
automation level in this area.

We will continue in the successful
project from 2016 and establish
further specialized workplaces for
pick-up of e-commerce orders in store
for faster and more effective service
for online customers who want to pick
up their orders in a store.

Of course, with changing conditions
itis also necessary to adjust the
remuneration system for vendors,
which motivates them to achieve our
strategic goal - a simple purchase and
exceeding customer's expectations.

We aim at achieving several objecti-
ves by developing these areas (human
resources management, processes
and the use of modern information
technologies). We want to strengthen
and defend our position among brick-
and-mortar stores, where our compa-
ny has over 25 years of tradition and
experience. We want to be a strong
competitor in the online sales area.

In particular, we aim at exploiting the
synergy of both channels and offer
the omnichannel to a customer with
simple purchase and comprehensive
services through any sales channel
selected by the customer. B






The Slovak market grew thanks to
several macroeconomic factors such
as expanding GDP, rising average
wage, declining inflation and the
lowest unemployment in history.

The fastest-growing category in the
Slovak market was once again the
category of cell phones with 22.5

% growth, followed by consumer
electronics rising by 14.1 %, small
domestic appliances adding 13.9 %,
major domestic appliances growing by
4.5 % and IT rising by 2.2 %. The only
category that saw a decline was photo
technics, which decreased by 12.4 %.

MARKET
SHARE OF NAY

NAY has reinforced its position in all
monitored categories except for con-
sumer electronics and photo technics,
where it maintained its market share
at the level of the year 2015. NAY
recorded the largest increase in the
telecommunications category, where
its market share increased from the
original 25.6 % to 33 % representing
a growth of 28 %. In small domestic
appliances (SDA) it increased by 1%
to reach the share of 28.5 %, in major
domestic appliances (MDA) it gai-

ned 8.4 % to a market share of 23.8
% and in IT it added 5 % to reach a
total share of 14.2 %. The consumer
electronic category (CE) recorded a
weaker-than-expected performance.
Expectations were high due to highly
attractive sport events that accelerate
sales - Ice Hockey World Champion-
ship, European Football Championship
and Summer Olympic Games. Unfor-
tunately, none of these sport events
managed to increase TV sales to meet
expectations of manufacturers and
retailers set at almost 20 % annual
growth. Customers are still not willing
to pay extra for Ultra HD resolution,
because they lack content in this
resolution. They prefer larger-sized
Full HD resolution in the lower price
category. The trend of curved scre-

ens, from which the manufacturers
expected an increase in average price,
did not yield hoped-for results as well.
Sales of such televisions are far below
expectations. Great expectations and
thus a large number of televisions
produced caused stockpiles at the end
of the year, resulting in an even bigger
fall'in average selling price.

In SDA, the increase was due to the
coffee machine category and personal
hygiene category. In coffee machi-
nes, customers have been investing
in higher-quality fully automated
devices and in the personal hygie-

ne category, NAY has considerably
expanded its product range. Last but
not least, a growth was recorded in
the vacuum cleaners category due to
a higher proportion of robotic vacuum
cleaners with higher average price.

In MDA, the category of dryers was
again the fastest growing category,
as dryers are becoming a common
part of households. In premium
brands they even equal the washing
machines in terms of number of units
sold. In the refrigeration category the
largest growth of 13 % was recorded
by side by side refrigerators with
integrated ice makers. For other types
of refrigerators, the NoFrost function
was dominant.

The cell phone category was domi-
nated, as expected, by smartphones,
which in value represents more than
93 % of total mobile phone sales.

The curiosity in this category was the
Samsung Note 7 cell phone which was
in some cases subject to self-igni-
tion and all sold devices had to be
withdrawn back from customers.

MARKETING
CAMPAIGNS

Probably the biggest surprise in 2016
in terms of marketing campaigns was

Black Friday that was not very well
known in Slovakia befare. While in
2015 only few retailers in the Slovak
market joined Black Friday, in 2016
almost every retailer on the market
participated in the sale. Among the
standard NAY marketing campaigns,
the most successful were again the
instalment campaigns with 0 % incre-
ment and after-Christmas sale.

COMPETITIVE
ENVIRONMENT

In the past year, the share of online
sales increased again. Slovakia's share
is currently 31.9 %, which is after the
Czech Republic and the Netherlands
the third highest share of online sales
in Europe. That's why we saw anincre-
ase in online players on the market (in
particular alza.sk, hej.sk and mall.sk).

EXPECTATIONS
FOR 2017

e Increase in the cell phone category
- launch of flagship products
Samsung Galaxy S8 and iPhone 8

e OLED technology market growth
- most renowned manufacturers
introduce OLED TV to the market

e Increase in the category of robotic
vacuum cleaners - the expansion of
the robotic vacuum cleaners portfo-
lio by other brands is expected

e Launch of the new Smart Home ca-
tegory - a brand new category utili-
zing wireless networks and remote
access to home management. @






11

We have witnessed an increase in

mobile visit rate by one half and
especially a substantial rise of conversion
rate that has more than doubled.”’

OMNICHANNEL
NAY

Positive increasing trend of all es-
sential indicators of nay.sk continued
in 2016 as well. The visit rate of nay.
sk increased annually by 13 % to
more than 14.5 M visits, improved
conversion rate resulted in the rise of
orders and reservations at our stores
by one third.

MOBILE
FIRST

When we re-designed our website
nay.sk in 2015, we were aware of
the continuous increase of mobile
devices use and thus, we decided for
adaptive approach in our web design
- Mobile First. We abided by its
principles when developing new web
functionalities last year. Customer
behaviour confirmed that the selec-
ted approach was the correct one.

In 2016 we witnessed an increa-

se in mobile visit rate by one half
and especially a substantial rise of
conversion rate that has more than
doubled in the course of the last

2 years. Last year our customers
discontinued using mabile devices
primarily to get information on pro-
ducts and services and with impro-
ving applicability smartphones have
become rather full-fledged devices
for on-line shopping.

PICK-UP
POINTS AND
CALL CENTRE

Pleasant experience with our new
website nay.sk is still far away from
the full satisfaction with shopping.
Our customers expect us to be
immediately available at our hotline
and to pick up the goods with no
waiting time. After a triple increase
of omnichannel sales over the last
two years it was necessary to adjust
various processes and to invest inin-
frastructure and therefore, enhance
the quality of sales and after-sales
services.

We re-designed the pick-up points at
our stores for e-commerce orders to
accelerate and improve the services
for our customers. We have made
substantial investments in order to
expand our call centre by opening

a new service point in Vranov nad
Topl'ou.

Thanks to increasing capacities we
handled the Christmas season for
the first time without the necessity
to use external call centres and thus,
we managed to offer the very same
information quality to all callers.

WEBSITE
DEVELOPMENT

We have introduced on-line sales of
new types of financial services by

Amico, our affiliated company. Now,
we are the only ones on the market
to offer on-line sales of product ser-
vices such as TV calibration and film

sticking on purchased smartpho-
nes. In August 2016 we introduced
comfortable shipment to customers’
homes, whereby they can choose
time window on-line and moreover,
we offer connection or installation
of delivered devices. Various impro-
vements and simplifications of user
interface will be introduced under
new SAP information system in the
first half of 2017.

CONTENT

Regarding the content strategy we
enhanced the role of our NAY Manual
video series. The Content Depart-
ment highly contributed to upcoming
introduction of information system
and in June 2016 they took over the
responsibility for the whole process
regarding listing and maintenance of
product master data in SAP.

2017
EXPECTATIONS

In the last 3 years smartphones have
become an integral part of our cus-
tomers’ lives. Their massive spread
progressively enhances the trend of
introduction of smart devices into
households, the so-called Smart
Home. We suppose that the achieved
technological progress in machine
learning will soon bring brand new
products and give a new, amiable
image to the traditional ones. We
will be ready to get new business
opportunities for NAY in the sale of
smart household solutions as well
as to enhance our leading position

in retail innovations on the Slovak
market. l






“We increased the performance of the
logistics centre by 50 % and the
occupancy of trucks by 20 %.”’

MAIN
AREAS OF
IMPROVEMENT

We performed many organizational
changes, investments and optimiza-
tion processes in 2016; and these
brought us improvements within the
whole logistics as well as in related
activities.

e Planning of transportations is sub-
stantially more effective in compa-
rison to 2015.

e Transits in goods complementation
are shorter.

e The performance of logistic centre
has increased by 50 %.

e The preparation time of goods for
customers has been reduced.

e \We have implemented shift
requirements in the SAP informa-
tion system.

e The intensity of input and output
checks has increased.

2139

AR
AR
AR
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September
2016

1588

AR
A
A

August
2016

e The occupancy of trucks has incre-
ased by 20 %, which resulted in
reduction of logistic costs.

e \We have made investments in ma-
nipulation technology in the total
amount of EUR 440,000.

e \We have also introduced the new
service Comfortable Shipment to
Your Home offering complex ship-
ment service to customers including
shipment on the particular selected
date and time, carrying up, disposal
of an old device and packaging, as
well as installation.

e The security of stores has improved,
whereby the number of attempts
to enter a store is lower by 70 %
in comparison to 2015. The total
amount of shortfalls has decreased
in stares as well as in the central
warehouse.

2017 PLAN

In 2017 we are about to move to a
larger distribution centre, because
current capacity of 13,000 m?is not
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2016
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December

sufficient anymore. In the new distri-
bution centre we can use the area of
26,000 m2. We are going to move our
claims and logistic centre (HUB) to the
new distribution centre too, which will
enable the customers to shorten the
time necessary for the settlement of
their complaints. We are also going
to open a pick-up point in the distri-
bution centre where customers will

be able to pick up the goods within

3 hours after making an order.

We plan further changes in the orga-
nizational structure to achieve more
simple and efficient management of
our distribution centre. Last, but not
least, we would like to get closer to
our customers, so throughout the up-
coming year, we will make shipment
services prepared in 2016 available
for them. This specifically includes
carrying up smaller shipments to the
customer’s door and weekend delive-
ries, particularly on Saturdays. Both
services are planned for the first half
of 2017. 1

1955
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2016

Orders of Comfort Shipment



SERVICES IN 2016

When creating a new service, we always ask ourselves what
kind of customer service will be truly appreciated and utilized by
customers. How can we facilitate the selection of goods, Its use,

maintenance or repair? Although we all are also consumers,
we do not follow our subjective perspective. We are looking for
answers directly at customers using quantitative and qualitative
surveys, the results of which help us to create relevant services.

We address claims under
EUR 30 immediately.

5774 in 12 months of operation 4/2016 - 3/2017

We store all
cashbox receipts
for the customers.

724 032 receipts in 2016

Michal Halas

Customer Service Department Coordinator




I
A loyal customer should always have more
benefits and better conditions with us than

a new customer.

At the same time we try to focus ma-
inly on our loyal customers and look
for benefits and services that would
represent added value for their loyal-
ty. We follow a simple rule: A loyal
customer should always have more
benefits and better conditions with us
than a new customer and not vice ver-
sa. We see our loyal customer rather
as a client, whom we take care of and
who can rely on us not only with the
purchase, but also afterwards.

In 2016, we introduced 2 new servi-
ces that were mostly appreciated in
customer surveys and that are at the
same time synergistic with our loyalty
club and a philosophy of approach to
loyal customers.

Thanks to these two services, our
customers have it once again a little
bit easier with us compared to our
competitors.

WE ARCHIVE
RECEIPTS FROM
PURCHASES IN
STORES

In the e-commerce purchase nowa-
days, we consider to some extent

493

398 385
April May June
2016 2016 2016
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to be a matter of course that our
purchases are archived and we can
check them back later. Such service is,
however, not usual in brick-and-mor-
tar stores and years after the purcha-
se it is often not easy to find and read
the original cashbox receipt. We have
been archiving receipts from all pur-
chases for six years for all our NAY Ex-
tra Club members. Conseqguently, they
do not need to store and search for
receipts if they need them to settle a
warranty claim, exercise the extended
warranty or get goods exchanged.
They just need to use their NAY Extra
Club card when making a purchase.

If they forget to submit it, they can
request an additional assignment of
the receipt to the Club card within

3 months after the purchase.

CUSTOMER
DOES NOT HAVE
TO WAIT FOR
REPAIR OF
GOODS UNDER
EUR 30

In warranty repair the customer is
entitled by law to have goods repaired
within 30 days. We give our custo-

480 471
436 435
July August September October
2016 2016 2016 2016

mers the option to immediately ex-
change the claimed goods of less than
EUR 30 for a completely new one.

A customer therefore does not need
to wait up to a month until the goods
is repaired in the service. This is par-
ticularly useful for cheaper products
that we use every day. It is uncom-
fortable to be without a kettle for 30
days and buying a new one for a few
weeks is money wasting. A customer
will bring an old broken kettle that is
still in warranty to us and immediate-
ly leaves with a new one.

We will exchange such goods anytime
within the two-year warranty period.
The claimed goods can be just brou-
ght to our store with a receipt or with
NAY Extra Club card. The exchange
applies to all malfunctions that meet
the warranty claim terms.

509 4939 528
November December January
2016 2016 2017






25 YEARS
AND NEW LOGO

In 2016, we modified NAY logo to
better reflect the current strategy
of the company. Elektrodom which
linked NAY closely to brick-and-
mortar sales was replaced by

the Internet address www.nay.

sk becoming the part of the logo.
This change represents the omni-
channel strategy of the company
employed for several years, where
the website has become the main
entry point also to the brick-and-
mortar store.

At the same time, NAY celebrated
its 25th anniversary last year and
the communication tagline was
naturally extended from ‘We live
technics’ to ‘We have been living
technics for 25 years’

NEW
COMMUNICATION
STRATEGY

However, it was not only about

changing the logo. In April 2016,
we launched a new communica-
tion concept focused on our own

DOPRAVA

S VYNASKOU
ZADARMO

aw

oNAvY

www.nay.sk

25 ROKOV ZIJEME TECHNIKOU

brand products, which differentia-
te it and are unigue. The tactical
campaigns and communication

of special-offer products did not
disappear, but the main communi-
cation space was given mainly to
services, retailers and the loyalty
club. This is what makes NAY
better and unique when compared
to others.

With regard to communication,
the following took place (in order):

e exchange of products of up to
EUR 30 immediately and free of
charge in the warranty compla-
int (for NAY Extra Club mem-
bers),

e archiving the receipts not only
from the e-commerce, but also
from brick-and-mortar stores
(for NAY Extra Club members),

e free shipping with delivery to
door (for all customers).

NEW
COMMUNICATION
CONCEPT

The new message also required a
creative concept change. A creative

OKAMZITA VYMENA
REKLAMACIE

NECAKAJTE NA OPRAVU 30 DNi
ZARUENE REKLAMACIE DO 30 € VAM
VYMENIME IHNED A ZADARMO. STAC] VAM
VASA KLUBOVA KARTA NAY EXTRA.

25 ROKOV ZIJEME TECHNIKOU

solution attempts to look at the ser-
vices from the customer’s perspective
and to demonstrate their usefulness
through a story. We presented stories
of customers who do not use the ser-
vice to show how much more difficult
is the electronics purchase without

it. The stories are completed by NAY
sellers, who also appear in prints.

The creative solution required also a
change in mediamix. A larger space
was provided mainly to formats that
allow telling a story. Compared to
2015, we therefore invested much
more in television commercials, online
videos and radio advertisements. The
communication concept has a very
good feedback, both from customers
and professional the public. However,
the most important is a stable growth
of new services introduced to the
market using this concept. B

REKLAMACIA
BEZ BLOCKU
U NAS WYBAVITE

REKLAMACIE BEZ
BLOCKOV, PRETOZE ICH

ODKLADAME ZAVAS.
STACI VAM VASA KLUBOVA
KARTA NAY EXTRA.

25 ROKOV ZIJEME TECHNIKOU




FINANCIAL
REVIEW OF THE
YEAR 2016

The year 2016 can be described
In one word — successful.

Roman Kocourek
Chief Financial Officer
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NAY achieved the best net income since

the financial crisis in 2008.”’

REVENUES

In terms of retail sales, we reached an
annual growth of 7.6 % in LFL. Increase
was recorded in all regions of Slovakia.
The overall growth of retail revenues of
9.7 % was achieved by opening stores
in Eastern Slovakia in the second half
of 2016 after the termination of opera-
tion of the company expert SK, k.s. on
the Slovak market and acquisition of
their stores by NAY.

With regard to wholesale revenues we
managed to almost double the turno-
ver, in particular thanks to expanding
the wholesale team, active sale and
searching for customers.

Online sales recorded a growth of 19 %
on an annual basis and slightly excee-
ded market growth.

GROSS
MARGIN

The total gross margin increased by
around EUR 4 million due to a purcha-
se and sales volume, while the total
percentage margin recorded a slight
increase.

SERVICES

In the area of services sales we recor-
ded the first decline in commissions

for repayments caused mainly by
legislative changes extending the ob-
ligation to verify a client in the bank
register, as well as by stricter evalu-
ation of consumer creditworthiness
criteria. Nevertheless, we succeeded
in replacing the deficit with products
of an extended warranty and in-
surance against accidental damage,
in particular by creating an attracti-
ve service package (when selecting
the extended warranty there is an
option to get repayments with zero
increment), changing the partner in
the 2nd quarter of 2016 and adjusted
pricing. Products of TV calibration and
film sticking, as well as Moneygram
launched in the second guarter of
2015 have accommodated in our offer
and were increasing their share on the
service turnover throughout the year
2076.

PERSONNEL
COSTS

The increase in personnel costs was
mainly due to growth in retail in rela-
tion to the operation of new stores.

NET INCOME

We achieved an annual increase in

the EBITDA indicator by nearly EUR 2
million. In terms of net income, NAY
achieved the best net income since the
financial crisis in 2008.

INVESTMENTS

We made investments of over EUR

3 million in total, mainly in upgrading
stores, preparation of former Electro
World SK stores to open under the
NAY brand name, transition of the
company to SAP, purchase of handling
equipment to the central warehouse.
NAY as a sole owner of Electro World
decided in 2016 to provide a premium
to the registered capital in the amount
of CZK 189,800,000 and subsequently
in February 2017 another premium in
the amount of CZK 101,300,000 (in
total around EUR 11 million). This step
reinforced the financial stability of

the subsidiary company on the Czech
market and facilitated its further deve-
lopment.

At the beginning of 2016, based on a
decision of the General Assembly, the
company reduced its registered capital
by EUR 2.16 million and the value of
the paid up registered capital therefore
reaches EUR 17 million. During the year
2016 there was a dividend payment in
the total amount of EUR 1.5 million.

In funding, NAY adheres to the long-
term cooperation with Tatra banka,
it has an overdraft line of EUR 12
million shared with the subsidiary
company Electro World, while NAY
regularly does not draw this line at
the end of the year. @
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SHARE CAPITAL

The share capital of the company in
2016 reached EUR 17 million (consis-
ting of 1,700 shares in the nominal
value of EUR 10,000 per share). The
net income in 2016 amounted to EUR
4,391,000. The General Assembly of
the company decided to settle the
net income for the accounting period
2016 in the amount of EUR 4,391,000
by transferring the part of net income
in the amount of EUR 439,000 to
increase the company’s reserve fund
and the remaining part of net income
in the amount of EUR 3,952,000 was
transferred to the retained earnings
account.

TOTAL ASSETS

Total assets of the company at
the end of the year reached EUR
84,875,000. The highest share of it
is represented by inventories with
a net value of EUR 38,447,000.
Increase in utility value of invento-
ries was addressed by reversal of
provisions in the amount of EUR
5,000. The second largest asset
item are current receivables in
gross amount of EUR 17,424,000
consisting of trade receivables in
the amount of EUR 15,383,000.
Even though our predominant
activity is retail sales, the above
receivables arise towards sub-
sidiary companies, repayment
companies when purchasing on
repayments and towards banks

in case of payment with payment
cards. A provision was made in full
amount in the previous years for
all difficult-to-recover receivables.

FINANCIAL
ACCOUNTS

Financial accounts as of December 31,
2016 amounted to EUR 11,666,000.
The company has concluded credit
contracts for an overdraft loan in the
amount of up to EUR 12,000,000. At
the end of the year, the company did
not draw any credit.

INVESTMENTS

Investments of the company, the
accounting value (gross) of which is
EUR 3,082,000, were used for the
technical and interior equipment
of stores and software. Of the
above amount, EUR 1,134,000 was
invested in software equipment
and EUR 1,948,000 was invested in
tangible assets.

RESEARCH AND
DEVELOPMENT

Since the company's main activity is
retail sales, it did not spend anything
on research and development in 20176.

OTHER

The company does not have any orga-
nizational entity abroad.

The company did not acquire any own
shares during 2076.

The company's activities have no negati-
ve impact on the environment.

EVENTS AFTER
THE REPORTING
PERIOD

On February 28, 2017 the Board of
Directors of NAY, as a sole owner

of Electro World s.r.0., decided to
increase the equity of the subsidiary
Electro World s.r.o., excluding the
registered capital, in the amount of
CZK101,328,000.

FINANCIAL
RISKS

The management used all infor-
mation available in preparation for
assessment of the value reduction of
individual asset items. The company'’s
management is not able to predict
future developments on financial mar-
kets that could impact wider economy
and to determine what effect, if any,
these developments could have on
the future financial situation of the
company. However, the management
believes it took all necessary measures
to support sustainability and growth
of the company’s activities under
current conditions. No assets showed
any signs of impairment that would
need to be considered in the financial
statements. B






Balance sheet 2016 2015

as at December 31, 2016 in EUR SAS audited SAS audited

Non-current intangible assets 2736713 2473 398
Non-current tangible assets 4 750 548 4 156 803
Non-current financial assets 8778 874 632 894
s 67850601 71304923
Inventory 38446 885 35630008
Non-current receivables 602 603 1191100
Current receivables 17134786 24569 660
Financial accounts 11666 327 9 914 155

Net income 4 390 916 2 344 415
Provisions 2102 949 1682 527
Long-term liabilities 80 007 189 759
Short-term liabilities 59 056 667 54405544
Trade liabilities 51584044 49678 079



Independent Auditor’s Report

To the Shareholdes, Supervisory Board, and Board of Directors of NAY a.s.:

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
NAY a.s. (the “Company”) as at 31 December 2016, and its financial performance for the year then ended
in accordance with the Slovak Act on Accounting No. 431/2002, as amended (the “Accounting Act”).

What we have audited

The Company’s financial statements comprise:

* the balance sheet as at 31 December 2016;

« the income statement for the year then ended;

« the notes to the financial statements, which include significant accounting policies and other
explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing. Our responsibilities
under those standards are further described in the section Auditor’s responsibilities for the audit of the
financial statements of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Independence

We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants issued by the International Federation of
Accountants ("Code of Ethics") and other requirements of legislation that are relevant to our audit of the
financial statements in the Slovak Republic. We have fulfilled our other ethical responsibilities in
accordance with these requirements and the Code of Ethics.

Reporting on other information in the annual report

Management is responsible for the annual report prepared in accordance with the Accounting Act. The
annual report comprises (a) the financial statements and (b) other information.

Our opinion on the financial statements does not cover the other information.

In connection with our audit of the financial statements, our responsibility is to read the annual report
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
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With respect to the annual report, we considered whether it includes the disclosures required by the
Accounting Act.

Based on the work undertaken in the course of our audit, in our opinion:

< the information given in the annual report for the year ended 31 December 2016 is consistent with the
financial statements; and

< the annual report has been prepared in accordance with the Accounting Act.

In addition, in light of the knowledge and understanding of the Company and its environment obtained in
the course of the audit, we are required to report if we have identified material misstatements in the
annual report. We have nothing to report in this respect.

Management’s responsibilities for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with the Accounting Act, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with International Standards on Auditing will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these financial statements.

As part of our audit in accordance with International Standards on Auditing, we exercise professional
judgment and maintain professional scepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
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conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to continue as
a going concern.

« Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with the management regarding, among other matters, the planned scope and timing of
the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

PricewaterhouseCoopers Slovensko, s.r.o. Ing. Peter Mrnka, FCCA
SKAU licence No. 161 UDVA licence No. 975

Bratislava, 29 June 2017, except for Reporting on other information in the annual report, for which the
date of our report is 19 October 2017.

Our report has been prepared in Slovak and in English. In all
matters of interpretation of information, views or opinions, the

Slovak language version of our report takes precedence over the
English language version.
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