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Who we are N

In 2020, we established an independent regional network of five law firms
in the Czech Republic, Hungary, Poland, Romania and Slovakia
— NGL Symbio.

. We believe that making legal services more locally grounded offers
(' a deeper understanding of local knowledge and issues,
|' and ensures a better product/market fit for the client.

Our client service vision

= being experts in our respective fields
= understanding client needs
\ A = rapid responsiveness
SR " = effective communication

= operating as “one firm”
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Our NGL Symbio Energy Practice has an exceptionally in-depth understanding
of the energy sectors of the CEE region. Our member firms’ industry experts
have been involved in all recent significant developments of the region’s energy
markets.

Our lawyers have direct experience in dealing with the hottest energy topics in
CEE, including the installation of the region’s primary LNG terminal in Poland,
the planning and installation of new nuclear power plant units in Czechia and
Slovakia, off-shore gas exploration in Romania, or development and acquisition
of subsidised solar power plants in Hungary. This involvement directly informs
our know-how and expertise.

Our experts are likewise experienced in regulatory matters and domestic and
cross-border energy trading issues. Our unique alliance of eminent energy law
practices under the NGL Symbio alliance can provide our clients with reliable
legal understanding in the industry’s numerous niche fields.

Our competitive edge is based not only on our teams’ expert knowledge base
but also on our complex business experience from advising project developers,
energy traders, professional investors, financial institutions, and government and
public bodies.
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Introduction V

The Clean Energy Package (“CEP”) is a new set of rules aimed
at updating the European energy policy framework in order to
facilitate the transition from fossil fuels towards cleaner energy
and deliver on the EU’s Paris Agreement commitments for
reducing greenhouse gas emissions.

The new energy rule book marks a significant step towards the
implementation of the energy union strategy, adopted in 2015.
Based on Commission’s proposal published in 2016, the package
consists of 8 main legislative areas:

1. Energy Performance of Buildings Directive (EU)
2018/844 - aims to achieve a highly energy efficient and
decarbonized building stock by 2050 and create stable
investment conditions to foster investments into renovation
of buildings.

2. Renewable Energy Directive (EU) 2018/2001 - sets a new
binding renewable energy target of at least 32 % by 2030
which can be increased upwards, subject to revision in
2023. This directive also updates the targets for the use of
renewable energy in heating and cooling as well as in the
transport sector.

3. Energy Efficiency Directive (EU) 2018/2002 - sets a
binding energy efficiency target of at least 32.5 % by 2030.
This directive also extends Member States’ annual energy
saving obligation; they have to achieve new energy savings
of 0.8 % each year on annual final energy consumption for
2021 to 2030.

4. Governance of the Energy Union and Climate Action
Regulation (EU) 2018/1999 - establishes a transparent and
predictable governance mechanism to ensure the EU
meets its 2030 climate targets as well as international
climate commitments. This regulation applies to all five
dimensions of the Energy Union:s energy security, internal
energy market, energy efficiency, decarbonisation, and
research, innovation and competitiveness.

5. Electricity Regulation (EU) 2019/943 - sets out general
principles for the operation of the electricity market,
including market-based prices, more flexibility, customer
participation and cross-border electricity flows.

6. Electricity Directive (EU) 2019/944 - aims to complete the
internal electricity market and address new market
challenges.

www.nglsymbio.com
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7. Regulation on Risk - Preparedness in the Electricity
Sector (EU) 2019/941 - aims to establish
a framework to prevent, prepare for and manage electricity
crises. This regulation also aims to establish an effective
monitoring system for electricity supply security in the EU.

8. Regulation on the European Union Agency for the
Cooperation of Energy Regulators (ACER) (EU)
2019/942 - updates the role and functioning of ACER, as
well as increases the competence of the ACER in cross-
border cooperation.

The new rules bring considerable benefits for consumers, the
environment, and the economy. By coordinating these changes
at an EU level, the legislation also underlines EU leadership in
tracking global warming and makes an important contribution to
the EU’s long-term strategy of achieving carbon neutrality (net-
zero emissions) by 2050.

Renewable Energy Sources (“RES”) transition refers to the
global energy sector's shift from fossil fuel-based systems of
energy production and consumption (including oil, natural gas
and coal) to renewable energy sources like wind and solar, as
well as lithium-ion batteries by the second half of this century.
This transition will undoubtedly impact many aspects of life,
including the environment, society, economy and governance.
The foremost motivation for this transition is to limit the adverse
effects of energy consumption on the environment. This includes
reducing greenhouse-gas emissions and mitigating climate
change.

Given the current global situation on the energy market, which is
affected by the war in Ukraine, it is fair to say that the RES
transition will likely accelerate. Many EU states still depend on
Russian energy sources, which in the current context will surely
lead decision-makers to think more about investing in RES and
developing storage systems for this purpose. We believe this will
cause the EU to be less dependent on Russian energy supplies
and ensure that CEP goals are more achievable.
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Hunhgary
SUPPORT PROGRAMMES FOR RENEWABLES

Since 2017, the main Hungarian renewable energy subsidy scheme (“METAR”) has been based
on a Contract for Difference (CfD) type of subsidy (replacing the former fee-in-tariff support
regime). Since its introduction in 2017, the Hungarian Energy Agency (“‘HEA”) has conducted four
METAR tenders with the fifth procedure ongoing. The METAR tenders have proven to be highly
competitive procedures resulting in constantly decreasing bidding prices.

GRID CONNECTION

The increasing saturation of the Hungarian electricity grid has led to significant changes in the
requirements for grid connection. Pursuant to the latest relevant amendment of the Hungarian
Electricity Act, free connection capacities may only be awarded to a party (including RES
facilities) through regulated capacity distribution procedures managed by the grid operators, in
exchange for application and capacity reservation deposits in the amount of approx. EUR 12,000 /
MVA. RES electricity generators are generally prioritized when allocating available connection
capacities on the grid, but there are also technical limitations set up by grid operators regarding
the total capacity of weather dependent electricity generators.

REAL ESTATE ISSUES

In Hungary, special rules apply to greenfield projects, including renewable energy projects.
Pursuant to the relevant laws, the sale and purchase of agricultural properties is subject to
reclassification of the agricultural land to non-agricultural, which, in the case of greenfield projects,
can only occur once the facility is completed. Due to such regulations, greenfield developers,
including most renewable developers, must secure their rights and title to the properties during
the development phase by various other legal means.

As of 2021, regulation of so-called agrovoltaic systems has been introduced, enabling investors to o
develop small-scale power plants (with a nominal capacity not exceeding 0.5 MW) on agricultural =
properties through a simplified administrative procedure if the property remains suitable for certain ?
agricultural activities.

Renewable projects are also subject to more favourable rules related to the installation of
production cables on private properties owned by third parties.
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ELECTRICITY MARKETS
FOR RENEWABLES.
GUARANTEES OF ORIGIN

As a result of the general increase of energy prices on
the free market, it is gradually becoming profitable in
Hungary to develop and invest in non-subsidised
renewable projects, under corporate or utility power
purchase agreements (“PPAs”).

A major regulatory Dbarrier hampering the
competitiveness of fully market-based renewable
projects is that all energy producers in Hungary are
subject to the special income tax of energy suppliers.
The special tax is practically an after-profit tax of 31%,
payable on top of the generally applicable corporate
income tax. However, subsidized renewable producers
with a generation capacity not exceeding 50 MW are
exempted from the tax.

Hungarian renewable electricity producers are
generally entitled to transferable guarantees of origin
proportionately to the volume of electricity they
generate from renewable sources. As market demand
for green electricity is still low in Hungary, the green
certificates’ market is also still somewhat immature. To
enhance the liquidity of this market, in 2021 Hungary
started to build an auction market for guarantees of
origin. The market will open in 2022 for renewable
electricity producers still participating in the former
feed-in-tariff regime, and may ultimately be expanded
to all producers using renewable sources.
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Renewable electricity production
by source 2020
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GRID CONNECTION /i
Plant operators are contractually entitled by the grid operator to connect renewable energy 7/
plants to the grid. Transmission and distribution system operators are legally obliged to enter
into these contracts. RES electricity producers must comply with the conditions for support set ¢ v
out in the RES Act. Renewable energy plants must meet the grid operator's technical
requirements further specified in the RES Act and Energy Act. / A
»

After a plant operator has paid the connection fee for his plant, the distribution system operator
is obliged to connect the plant to its grid if it complies with the technical requirements and the L
terms and conditions for connection to the grid, if the connection of the plant to the grid is
technically feasible, if the grid is most closely located to the plant and if connecting the plant to
a different grid is neither technically nor economically more feasible. P

REAL ESTATE ISSUES y

The Ministry of Economy of the Slovak Republic will proceed with calls to apply for the
construction of new facilities for direct electricity production from the sun and wind, for the use  »

of geothermal energy, biomass, biogas, landfill gas and wastewater treatment plants for o
electricity production through cogeneration. In the case of repowering, projects to modernize
existing hydropower plants for electricity generation, biomass, biogas, landfill gas and
wastewater treatment plants for electricity generation through cogeneration and biomethane
production can apply for support. The third area that will be supported is increasing system
flexibility. Specifically, these will be projects for the construction of energy storage facilities
(connected in front of the transfer point of the facility for the production of electricity from RES)
and for facilities for the production of hydrogen by electrolysis using electricity from RES and
for its storage. These projects will receive financial support from the state or in the form of
European Union funds.

This financial support will take the form of green bonuses, guaranteed feed-in tariffs, green

auctions, etc. The government has not introduced any special measures to make
administrative processes related to building or other permits easier.
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Slovak Republic

ELECTRICITY MARKETS
FOR RENEWABLES.
GUARANTEES OF ORIGIN

From 1 January 2020, the electronic issuance,
transfer, application and cancellation of guarantees of
origin has been implemented in accordance with the
standards of the European Platform of Issuing Bodies
(“AIB”) in the electronic system of OKTE, a.s. (short-
term electricity market organizer).

This implementation will also ensure the recognition
of guarantees of origin issued in another EU Member
State, as well as the organization of auctions for
guarantees of origin for electricity for which the right to
a supplement or surcharge has been exercised.

PROSUMERS AND ON-SITE
ELECTRICITY PRODUCTION
OF CONSUMERS

Operators of small renewable installations up to 10
kW or so-called prosumers are entitled to few
advantages arising from the Energy Act and Act on
the RES. These installations are not considered to be
producers of electricity under the Energy Act as they
produce energy for their own needs.

They are entitled to a simplified grid connection
procedure. These producers shall be guaranteed a
free connection to the distribution grid at existing
delivery points and distribution system operators shall
provide free installation of the meter, which counts the
amount of electricity taken from and fed into the grid
between phases in real time. Moreover, these small
renewable installations are not required to undergo
functional tests.
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Balazs Varszeghi :

PARTNER, NGL SYMBIO ENERGY TEAM LEADER .
T: +36 70 708 4038

M: balazs.varszeghi@erdoskatona.com

HUNGARY

Vilém PodeSva
PARTNER

T: +420 602 236 173

M: podesva@rowan.legal

CZECH REPUBLIC

Krzysztof Wiater W
PARTNER I

T: +48 601 579 760 (1]
M: krzysztof.wiater@ngllegal.com .y

POLAND

Martin Kluch
PARTNER

T: +421 905 885 085
M: mkluch@hkv.sk

SLOVAKIA
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“Dana Dunel-Stancu=——
OF COUNSEL P
T.+40723 558442 — —
M:.ddunel@birisgoran.ro

ROMANIA
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