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VERBUND Integrated Annual Report
This report combines our annual financial report
and our sustainability report.

How should this report be used?

The information in this integrated report focuses
on the main aspects of economic, environmental
and social performance.

Additional information about the content
presented here can be found

¢ in the Disclosures on Management Approach
(DMA) at www.verbund.com >
Investor Relations > Financial reports,

¢ in the GRI content index at www.verbund.com >
About VERBUND > Responsibility >
Non-financial Information,

¢ in the NFI download at www.verbund.com >
About VERBUND > Responsibility >
Non-financial Information and

e on other web pages referred to separately.

GRI indicators, SDGs and TCFD references in the
margin notes point to the corresponding content
in the text.

The integrated annual report is also available
online at www.verbund.com > Investor Relations
> Financial reports.

The use of computing software may lead to
rounding differences in the addition of rounded
amounts and the calculation of percentages.

& N @ This is our Communication on Progress
z ““\ E in implementing the principles of the
.- " United Nations Global Compact and
supporting broader UN goals.

COMMUNICATION ON We welcome feedback on its contents.
PROGRESS

Design concept for charts and tables
Column/bar width

Wide columns or bars represent
measurement parameters that can be
physically counted.

Examples: MW, GWh, employees

Medium columns or bars represent
I aggregate amounts.

Examples: €k, €m, €bn

Narrow columns or bars represent
amounts in euros per unit.
Examples: €/share, €/MWh

Lines or dotted lines represent shares,
. quotients or indices.
Examples: dividend yield in %
indexed share price, GDP growth in %

Colours

- Current year
Neutral
Previous years
=] Budgeted figures
- VERBUND

- Emphasis



Five-year comparison

Economic performance

Unit 20144 2015 2016 2017 2018
Revenue' €m 2,880.4 2,969.6 2,795.9 2,913.2 2,847.9
EBITDA €m 808.8 888.7 1,044.2 922.3 864.2
Adjusted EBITDA? €m 889.6 838.8 894.5 899.7 863.5
Operating result (EBIT) €m 384.4 410.6 615.1 400.1 655.1
Operating result before
effects from impairment tests €m 423.5 528.6 704.9 581.0 536.9
Profit or loss after tax from
discontinued operations® €m 25.1 - - - -
Group result €m 126.1 207.7 424.4 301.4 433.2
Adjusted Group result? €m 216.0 268.9 325.9 354.5 342.2
Total assets €m 12,247.3 11,763.0 11,638.2 11,283.6 11,704.8
Equity €m 5,280.5 5,433.3 5,529.5 5,690.8 5,941.0
Net debt €m 4,059.6 3,685.4 3,221.7 2,843.8 2,660.7
Additions to property, plant and equipment €m 412.3 269.3 255.3 231.0 292.5
Cash flow from operating activities €m 717.6 674.0 804.3 640.6 664.1
Free cash flow before dividends €m 284.7 551.4 580.7 416.1 415.3
Free cash flow after dividends €m -133.6 392.7 415.7 293.5 237.2
EBITDA margin’ % 28.1 29.9 37.3 31.7 30.3
EBIT margin' % 13.3 13.8 22.0 13.7 23.0
Return on capital employed (ROCE) % 3.2 3.9 5.7 4.2 6.1
Return on equity (ROE) % 3.3 4.7 8.4 5.4 8.2
Equity ratio (adjusted) % 44.7 48.2 50.0 52.4 52.7
Gearing % 76.9 67.8 58.3 50.0 43.1
Net debt/EBITDA X 5.0 4.1 3.1 3.1 3.0
FFO/Net debt (net debt coverage) % 18.2 23.9 32.1 30.0 28.7
Gross debt coverage (FFO) % 16.1 22.8 30.4 28.1 25.7
Gross interest cover (FFO) X 2.8 5.2 8.7 8.1 7.3
Closing price € 15.30 11.86 15.18 20.15 37.24
Market capitalisation €m 5,313.7 4,120.4 5,272.0 6,998.7 12,937.8
Earnings per share € 0.36 0.60 1.22 0.87 1.25
Cash flow per share € 2.07 1.94 2.32 1.84 1.91
Carrying amount per share® € 13.26 13.75 14.05 14.58 15.27
Price/earnings ratio (last trading day) X 42.14 19.83 12.42 23.22 29.87
Price/cash flow ratio X 7.41 6.11 6.55 10.93 19.48
Price/book value ratio® X 1.15 0.86 1.08 1.38 2.44
(Proposed) dividend per share € 0.29 0.35 0.29 0.42 0.42
Dividend yield % 1.9 3.0 1.9 2.1 1.1
Payout ratio from Group result % 79.9 58.5 23.7 48.4 33.7
Entity value/EBITDA X 11.6 8.8 8.1 10.7 17.9
Average number of employees 3,245 3,089 2,923 2,819 2,742
Electricity sales volume GWh 50,823 51,375 55,189 58,618 58,908
Hydro coefficient 1.02 0.93 1.00 0.99 0.94

! calculation adjusted retrospectively in accordance with I1AS 8 in financial year 2015 with effect from 1 January 2014 // % adjusted for extraordinary effects // ® Profit or loss after tax from discontinued

operations corresponds to the profit or loss after tax attributable to the French equity interests Pont-sur-Sambre Power S.A.S. and Toul Power S.A.S. that were classified as held for sale until their

deconsolidation on 13 October 2014. // * The calculation of the key performance indicators includes profit or loss after tax from discontinued operations. // ° calculation adjusted retrospectively in

accordance with IAS 8 in financial year 2017



Environmental performance

Unit 2014 2015 2016 2017 2018
Hydropower generation’ GWh 31,188 28,098 29,809 29,687 28,684
Wind power generation GWh 8112 8822 8352 952 834
Thermal power generation GWh 2,031 2,259 1,351 2,227 1,611
Share of generation from renewables % 94 93 93 95
Specific GHG emissions
(Scope 1/total electricity generated)? g CO2e/kWh 52 56 41 34
Emissions avoided through renewable
generation* kt CO2 25,921 24,167 25,457 23,666 22,411
Percentage of sites certified to
ISO 14001 and EMAS?® % 92 93 100 100
Social performance

Unit 2014 2015 2016 2017 2018
Number of employees under labour law® Number 3,265 3,098 2,952 2,819 2,784
Training per employee’ Hours 29.6 33.6 35.2 36.0 33.6
Lost time injury frequency (LTIF)® Number 1.5 1.9 10.1 54
Proportion of women % 17.8 17.8 17.5 17.6
Average duration of employment® Years 17.0 19.2 18.8 18.1
Employee turnover rate'® % 2.7 2.7 2.8 2.1

"incl. purchase rights // % incl. the solar power generated in Spain that was available until the sale of the Spanish activities (sale completed in mid-December 2016) // ° total electricity generated incl. purchase rights

excluding generation of district heating; preliminary data prior to audit // * calculation using the share of thermal generation based on ENTSO-E mix // ° sites of consolidated companies, excluding wind power plants if
the operating company is certified and sites in which VERBUND has a share of <51% and where another co-owner is responsible for management; as at 31 December of the year // ® as at 31 December, excl.

members of the Executive Board and employees in partial retirement // 7 incl. executives and long-term agency staff, excl. apprentices, apprentices in post-qualification retention period (Behaltefristen), employees

seconded to third parties and those on long-term leave; excluding safety instruction // ® ratio of workplace injuries from the first day of leave to million working hours; excluding injuries requiring only first aid
measures. Beginning in 2017, the basis for calculating the working hours is defined for the industry at 1,740 working hours per year (previously 1,618), incl. external contractors for the first time in 2018. / ¢ Change

in calculation method in 2016: personnel from acquired and newly consolidated companies are included in the duration of employment with the acquired/consolidated company and no longer in the duration of

employment with the VERBUND Group. // '° excl. retirements, incl. employees leaving during their probationary period

GRI 102-7
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Information about the integrated
report

This integrated annual report contains the Group management report published by VERBUND for
financial year 2018, the Group report on non-financial information (NFI Report) and the Group’s
consolidated financial statements, including the notes to the consolidated financial statements. The
principles of fair enterprise management followed by VERBUND are laid out in the Corporate Governance
Report. This integrated annual report thus not only presents the Group’s financial and legal information
but also deals with further aspects of sustainability and proper conduct of business operations.

The report covers the activities of all of the companies included in the Group’s consolidated financial
statements. It also includes sustainability reporting. Changes in reporting from the prior-year period are
noted in the respective sections. Significant events occurring at unconsolidated companies are also
presented to provide a complete picture of the Group.

The reporting period comprises the 2018 calendar year. The most recent preceding report (for the
2017 financial year) was published on 14 March 2018. To ensure that our report is up to date, we also
report on any major events occurring at VERBUND between 31 December 2018 and authorisation of the
annual report for issue on 14 February 2019. Supplementary information on sustainability topics is
available in our Disclosures on Management Approach (DMA) document and on our website at
www.verbund.com > About VERBUND > Responsibility > Non-financial Information.

Integrated report focuses on stakeholder interests

Investors, owners, customers, employees and other interest groups all require different types of
information. The relevant information is summarised in the VERBUND materiality matrix. The
sustainability-related contributions to VERBUND's integrated annual report are updated annually on the
basis of the materiality analysis conducted in accordance with the Global Reporting Initiative (GRI),
internal media analyses and material topics relating to stakeholder engagement.

Reporting pursuant to the Austrian Sustainability and Diversity Improvement Act (NaDiVeG)
Our NFI Report, which is included in this integrated annual report, compiles the disclosures required by
the Austrian Sustainability and Diversity Improvement Act (Nachhaltigkeits- und Diversitits-
verbesserungsgesetz, NaDiVeG), which implements Directive 2014/95/EU (Non-financial Reporting
(NFR) Directive) regarding the disclosure of non-financial and diversity information. Such disclosures
relate in particular to environmental matters, social and employee-related matters, respect for human
rights and anti-corruption matters.

Our auditor reviews the NFI Report for completeness and records the outcome in an Independent
Assurance that is subsequently presented to the Supervisory Board.

The Supervisory Board reviews the NFI Report and reports on its findings to the General Meeting held
in the year following the reporting period.

Standards and guidelines

All data and calculations taken for this integrated annual report are based on national and international
standards as well as on guidelines for financial reporting (including the International Financial
Reporting Standards (IFRSs)) and sustainability reporting (the Global Reporting Initiative Standards
and the G4 Electric Utilities Sector Disclosures). This report was prepared in accordance with the “Core”
option of the 2016 GRI Standards. The current GRI table of contents is published on the VERBUND
website.

GRI 102-46
GRI'102-48

GRI'102-50
GRI 102-51
GRI102-52

The materiality analysis
is presented in the
section entitled
Materiality and
stakeholder engagement

GRI102-32

GRI 102-54
GRI 102-565



GRI 102-56

See: Independent
Assurance and
Independent Auditor’s
Report

Information about the methods, standards and (conversion) factors used and the assumptions made
in the calculation of key performance indicators (KPIs) is available from the Group’s Investor Relations
and Sustainability departments at any time upon request.

The margins of this report include references to GRI disclosures as well as to our contributions to the
respective Sustainable Development Goals (SDGs) set by the UN. The “TCFD” references in the margins
point to information on how VERBUND is implementing the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD) to manage its climate-related financial risk exposure.
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VERBUND is one of the signatories to the United Nations Global Compact and as such supports the
UN’s 2030 Agenda for Sustainable Development. This integrated annual report doubles as our UN
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DEVELOPMENT
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Global Compact Communication on Progress Report.

External audit

The consolidated financial statements, the Group management report and the NFI Report were
subjected to a comprehensive external audit by independent auditor Deloitte Audit Wirtschafts-
priifungs GmbH.
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Report of the Executive Board

Ladies and Gentlemen,

In recent years, we at VERBUND have taken action in numerous areas to strengthen our core business and
improve the resilience of the Group in today’s volatile energy market. We have streamlined our foreign
equity interests and successfully restructured our portfolio of thermal power plants. We have also
succeeded in cutting costs substantially and made progress in reducing the Group’s debt level by
implementing multiple programmes to reduce costs and increase efficiency and adjusting our
investment programme. VERBUND now has a solid capital structure and considerable strategic flexibility
that will allow us to take advantage of opportunities for growth as they arise.

Favourable energy market environment. The changes occurring throughout 2018 in operating
conditions in the energy market have proven favourable for our Group. Among other things, the
recovery of wholesale electricity prices that began in Europe in 2017 has continued, with higher prices
for CO: emission rights in particular fuelling the upward price trend. VERBUND benefited from the
favourable market environment thanks to our Group’s cost-efficient, environmentally friendly
electricity generation capabilities. Our flexible generation units, which take the form of storage and
pumped storage power plants as well as the Mellach thermal power plants, will enable our Group to
compensate for fluctuating electricity generation in a European energy system that has become
increasingly volatile.

Rating agencies and capital market reward VERBUND for measures implemented. Both the
capital market and rating agencies have responded favourably to the measures we have implemented
and the improvements in the energy market climate, which resulted in two ratings increases for
VERBUND AG in September 2018. Moody’s Investors Service raised its rating from Baa2/positive
outlook to Baal/positive outlook. Standard and Poor’s increased its rating for VERBUND AG from
BBB+/stable outlook to A-/stable outlook. VERBUND is thus once again among Europe’s highest rated
energy suppliers. The equity markets also rewarded VERBUND's good performance last year, with the
price of VERBUND shares climbing 84.9% in 2018. This made VERBUND the top performer in the Austrian
ATX in a difficult year for the stock markets in which the ATX declined by a total of 19.7% and the
European DJ STOXX Utilities sector index was down 2.1% (full-year 2018).

High strategic importance of our core business. In 2018, we strengthened the strategic foundation
that will enable us to take advantage of our Group’s potential in the future. In the coming years, we will
be reinforcing our core business by making additional investments in our hydropower plants and in
new renewables, among other things, and accelerating grid expansion. Our current investment budget
will be raised for this purpose. In our trading operations, we will continue to strengthen our green
electricity marketing efforts. Marketing innovative flexibility products is likewise among the focal points
of VERBUND's future activities. New business activities are also on the agenda, particularly for providing
innovative services for (large) customers in response to changing customer needs.

GRI102-14



VERBUND’s new fields of activity will include forward-looking areas such as applications for energy
storage technologies. In light of rising demand for electricity, cost-efficient energy storage options are
needed in order to advance decarbonisation and successfully deliver the energy transition. Green
hydrogen will also make a significant contribution in this context. At the start of quarter 2/2018, we
therefore initiated construction of one of the world’s biggest hydrogen pilot plants of the H2FUTURE
consortium at the voestalpine site in Linz.

Digitalisation continues to gain in significance. Digitalisation will also play an important role in the
future of energy and is a core area of focus at VERBUND. In this context, VERBUND launched a project
known as Hydropower 4.0 - Digital Hydropower Plant during the first half of 2018. The project involves
testing all available options for either implementing existing digital tools to assist in generating
electricity from hydropower or developing new ones. VERBUND has also successfully demonstrated how
digitalisation can transform existing processes into a specific, innovative application that is of
immediate benefit to customers in the form of its “VISION” portal for business customers, which was
developed in-house.

Global milestones in green finance products. The Austrian government’s climate strategy calls for
continuing to expand forms of renewable energy up to 2030. As one of Europe’s leading producers of
electricity from renewable energy and an energy transition partner, we support these efforts with our
sustainable portfolio. Our responsibility for climate protection and to the public has been more than
just a slogan for us for decades. VERBUND's green finance initiatives fit perfectly into this scenario. In
quarter 1/2018, for instance, we became the first company in the world to issue a green Schuldschein
over a fully integrated digital issuing platform. The Schuldschein was issued in a volume of €100m and
has a term to maturity of ten years. This was followed in December 2018 by issuance of VERBUND’s first
syndicated credit facility in the amount of €500m which is rated exclusively in accordance with
sustainability criteria. The syndicated credit facility is the first such instrument in the world whose
interest rate is determined not by a traditional finance rating but by a sustainability rating over its entire
term. Back in 2014, we were the first company in the German-speaking region to launch a green bond,
issued in the amount of €500m.

Income trend. VERBUND’s EBITDA for financial year 2018 registered a year-on-year decline of 6.3% to
€864.2m and the Group result showed an increase of 43.7% to €433.2m. In both the current and the
previous reporting periods, however, earnings - especially the Group result - were heavily impacted by
non-recurring effects. In 2018, these effects related above all to reversals of impairment losses
recognised on the Group’s hydropower operations in Austria and Germany and on its wind power
operations in Romania. Adjusted for non-recurring effects, EBITDA declined by 4.0% to €863.5m and
the Group result was down 3.5% to €342.2m. One of the reasons for the decline in income was the low
water supply in the 2018 reporting period. The hydro coefficient for the run-of-river power plants
dropped to 0.94, or 5 percentage points below the prior-year figure and 6 percentage points below the
long-term average. Notable in this context was the extremely low water supply in quarters 3 and 4/2018,
with hydro coefficients of 0.74 and 0.86, respectively. Lower revenue from flexibility products also had a
negative effect. The average sales prices obtained for our own generation from hydropower were also
somewhat lower than in the previous year at €29.3/MWh (2017: €30.4/MWh). By contrast, the higher
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earnings contribution from the Grid segment and the good results achieved through the programmes
implemented in recent years to reduce costs and increase efficiency had a positive impact.

Dividend. We plan to propose a dividend of €0.42 per share for financial year 2018 at the Annual
General Meeting to be held on 30 April 2019. The payout ratio calculated on the basis of the adjusted

Group result thus amounts to 42.6% for 2018 (or 33.7% based on the reported Group result).

We would like to express our gratitude to all of our customers as well as to all of our employees,
investors, suppliers and business partners.

Let us now work together to find new and sustainable solutions for the next generations!
Carbon-free electricity generation: Our drive. Our energy.

OATT sl

/
Dipl:\ng/Woh‘gang Anzengruber Mag. Dr. Michael Strugl Dr. Peter F. Kollmann Mag

r. Achim Kaspar
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Report of the Supervisory Board

As Austria’s leading utility, VERBUND succeeded in remaining on a profitable and sustainable trajectory
in financial year 2018. The Group once again generated very good results in a market climate that
remained volatile and in which water supply was poor. The Supervisory Board actively monitored and
supported this strong performance.

Performance of duties. In financial year 2018, the Supervisory Board discharged the responsibilities
and exercised the powers incumbent upon it by virtue of the law and the Articles of Association at six
plenary meetings. The overall attendance rate for all Supervisory Board members was 91%. The
Chairman additionally kept in regular contact with the Board members to discuss matters of
importance as they arose. The Executive Board provided the Supervisory Board with regular and
comprehensive real-time information, both verbally and in writing, on all relevant matters relating to
the performance as well as the position and strategy of the Group and all significant Group companies;
information was also provided on the Group’s risk position and its risk management activities.

The Supervisory Board monitored the Executive Board’s management of the Company based on the
reports received from the Executive Board. Supervision took place in the context of open and
constructive discussions between the Executive Board and the Supervisory Board, with the Supervisory
Board paying particularly close attention to the Group’s structure, business processes and strategy. This
involved the Supervisory Board working to advance the ongoing strategy process and adopting a new
version of the rules of procedure for the Executive and Supervisory Boards. The main resolutions
adopted by the Supervisory Board are presented in the 2018 Consolidated Corporate Governance
Report. Between Board meetings, the Chairman of the Supervisory Board conversed regularly with the
members of the Executive Board, particularly the Chairman.

Changes in the Executive and Supervisory Boards. In addition to approving the annual financial
statements and the Group budget, one of the Supervisory Board’s most important decisions during the
reporting period involved the (re-)appointment of Executive Board members. The Supervisory Board
extended the Executive Board appointments of Dipl.-Ing. Wolfgang Anzengruber as CEO and Dr. Peter
Kollmann as CFO. It also appointed Mag. Dr. Michael Strugl to the Executive Board as member and
Vice-Chairman, and Mag. Dr. Achim Kaspar as a member of the Executive Board effective
1January 2019. Effective 31 December 2018, Dr. Johann Sereinig and Dipl.-Ing. Dr. Giinther
Rabensteiner left the Executive Board and entered retirement. The Supervisory Board would like to
thank Dr. Johann Sereinig and Dipl.-Ing. Dr. Gilinther Rabensteiner for their many years of successful
work on the Executive Board.

There were two personnel changes on the Supervisory Board as well. Mag. Stefan Szyszkowitz was
appointed to the Supervisory Board to replace Dipl.-Ing. Dr. Peter Layr as a shareholder representative
at the Annual General Meeting held on 23 April 2018. With respect to the employee representatives,
Doris Dangl was appointed to replace Anton Aichinger effective 5 April 2018.

Code of Corporate Governance, Supervisory Board committees. As a leading listed Group,
VERBUND made an early commitment to comply with the Austrian Code of Corporate Governance.
VERBUND’s Supervisory Board views compliance with the Code as obligatory and endeavours to
consistently comply with the provisions relating to the Supervisory Board. In this spirit, we have
achieved fundamental compliance with the rules relating to the Supervisory Board’s collaboration with
the Executive Board and within the Supervisory Board itself.
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Pursuant to the requirements of the Code (Rule 36), the Supervisory Board again conducted a self-
evaluation of its activities in the reporting period, particularly of its organisation and work procedures.
The evaluation was undertaken in the form of a comprehensive written questionnaire that was
completed by the Board members. In addition, the Supervisory Board again discussed at length
possible conflicts of interest when dealing with the approval of contracts with companies where
individual Supervisory Board members are related parties. No conflicts of interest were identified that
would require any action to be undertaken beyond that taken at the meetings.

Adopted on 23 April 2018, the amended rules of procedure for the Supervisory Board provide for
changes involving the Supervisory Board committees as well as modified regulations for Supervisory
Board meetings. For example, the Working Committee, which did not meet in the reporting period, was
dissolved. In lieu of the Working Committee, the rules of procedure established the previously
temporary Strategy Committee as a standing Supervisory Board committee. The Strategy Committee is
responsible above all for coordinating corporate strategy with the Executive Board, conducting the
annual strategy review and supervising any modifications to be made. During the reporting period, the
Strategy Committee held five meetings for the purpose of monitoring revision of the Group’s strategy.

The Audit Committee held three meetings in the year under review. It dealt above all with the semi-
annual financial statements and preparation of the resolution to approve the annual financial
statements, as well as with the appointment of the auditor and examination of the auditor’s work. In
addition, the Audit Committee concentrated on opportunity and risk management as well as the
Group’s internal control and audit procedures and on the audits performed by the internal audit
function. The number of Audit Committee members was reduced under the new rules of procedure, as
was the number of Strategy Committee members. The same applies to the Emergencies Committee
provided for in the rules of procedure, which did not meet in the reporting period.

In accordance with the Code of Corporate Governance and the rules of procedure, two other
Supervisory Board committees - a Nomination Committee and a Remuneration Committee - were
again formed in the past financial year. The Remuneration Committee convened seven times, mainly to
discuss the agreements on targets and the variable remuneration paid to the Executive Board as well as
the termination agreements with former members of the Executive Board and the new Executive Board
contracts. The Nomination Committee held five meetings to prepare for the Supervisory Board
elections as well as for the call for applicants to the Executive Board and the Executive Board
appointments in June 2018.

Further information on the composition, work procedures and meetings of the Supervisory Board
and its committees as well as on the remuneration paid to its members is contained in the Group’s
Consolidated Corporate Governance Report for 2018.

Annual financial statements and consolidated financial statements. The annual financial
statements, together with the management report, the consolidated financial statements prepared in
accordance with the International Financial Reporting Standards (IFRSs) and the Group management
report for financial year 2018 were audited by Deloitte Audit Wirtschaftspriifungs GmbH and issued
with an unqualified auditor’s report. The auditor prepared the additional report required to be made to



the Audit Committee under Article 11 of the Regulation on the statutory audit of public-interest entities
and reported its findings in writing. The auditor found that the Executive Board had provided the
explanations and evidence requested, that the book-keeping, annual financial statements and
consolidated financial statements fulfilled the legal requirements and, in conformity with generally
accepted accounting principles, gave a true and fair view of the assets, liabilities, financial position and
profit or loss of the Company and the Group. The auditor also confirmed that the management report
and the Group management report were consistent with the annual financial statements and the
consolidated financial statements.

Following in-depth examination and discussion by the Audit Committee and the Supervisory Board,
the Supervisory Board approved the annual financial statements for financial year 2018 as presented by
the Executive Board. As a result, they are final for the purposes of Section 96(4) of the Austrian Stock
Corporation Act (Aktiengesetz, AktG). The management report prepared by the Executive Board was
approved, as was the proposal for the appropriation of profit. The Supervisory Board also approved the
consolidated financial statements and the Group management report along with the Consolidated
Corporate Governance Report submitted by the Executive Board and the separate NFI Report. There

were no grounds for any material objections.

In conclusion, the Supervisory Board would like to thank the Executive Board and all employees for
their high level of dedication and their successful work during financial year 2018. The Supervisory
Board would also like to thank the Group’s shareholders, customers and business partners for their
trust.

Vienna, March 2019

Dr. Gerhard Roiss
Chairman of the Supervisory Board






OUR DRIVE. OUR ENERGY

At VERBUND, we use our exper-
tise in regional hydropower to
create a liveable energy future by
providing reliable, customised
energy solutions.

SHAREHOLDER STRUCTURE

Free float Republic of
<20% Austria 51%

EVN and Wiener
Stadtwerke
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> 25%

Contact

VERBUND AG, Am Hof 6a,
1010 Vienna, Austria
+43(0)50313-0
information@verbund.com
www.verbund.com

GRI'102-1, GRI 102-2,
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VERBUND at a glance.
Power for the future.

Our mission is to energise the future with clean
electricity and innovative solutions. \We are one of
the largest producers of hydroelectricity in Europe.
VERBUND's value chain comprises the generation,
transportation, trading and sale of electrical energy
and other energy sources as well as the provision

of energy services. In 2018, the Group generated
annual revenue of around €2.8bn with approximately
2,700 employees. VERBUND has been listed on the
Vienna Stock Exchange since 1988, with 51% of the
share capital held by the Republic of Austria.

GENERATION

All amounts are for 2018

VERBUND is Austria’s Hydropower’

leading utility and one of 92% of total electricity
generation

the largest producers of 128 hydropower plants

hydroelectricity in Europe. 28,684 GWh generated
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Core markets, including
generation and trading
activities

Generation capacities
and/or trading activities

TRADING AND SALES

TRANSPORTATION

ENERGY-RELATED SERVICES

100% of the electricity sold to residential
customers comes from hydropower and
climate-neutral natural gas. Residential
customers are also provided with a range
of innovative solutions for the smart home.
For industrial and commercial customers,
VERBUND develops customised energy
efficiency solutions along with solutions for
flexible energy management, among other
things. In Austria, VERBUND holds a market
share of 8% in the small customer segment
and 20% in the large customer segment. In
Germany, VERBUND is the leading provider
of green electricity to resellers and large
customers. VERBUND'S trading activities
are focused on twelve countries.

Austrian Power Grid (APG) is the
wholly owned grid subsidiary of
VERBUND AG. APG operates the
Austrian transmission grid, which
extends over approx. 3,400 km

and includes 64 substations and
switching stations. Located in the
heart of Europe, the grid integrates
electricity from renewable sources into
the electricity supply for Austria and
the rest of Europe and plays a crucial
role in enabling the energy transition.
APG’s high-performance grid ensures
security of supply and forms the basis
for the development of a liberalised
electricity market throughout the EU.

By providing new energy services
and smart products, VERBUND is
already taking an active part in
shaping the future of energy. We
are working to develop technical
and cost-effective solutions for a
secure, affordable and environ-
mentally friendly supply of energy.
The products offered range from
convenience services and decen-
tralised plants for generating and
storing energy to energy optimisa-
tion services for household custo-
mers as well as commercial and
industrial customers.




VERBUND's integrated corporate strategy

The strategy in place at VERBUND lays the foundations for a sustained rise in enterprise value and is

divided into three value creation areas: renewable generation, transmission and customer-focused

energy solutions.

Pillars of VERBUND's integrated corporate strategy

Carbon-free,
low-cost producer

Reliable transmission
system operator

Provider of
customer-focused solutions

Hydropower and wind power are our
most important energy generation
technologies. They form the basis for
positioning the VERBUND brand as a
carbon-free, low-cost producer. Our
generation portfolio also provides the
structure for offering the necessary
flexibility products, which we have
designed to optimally reflect the
needs of a modern energy market.
Our long-term objective is for our
electricity generation to be 100%
carbon-free.

Markets

As a reliable and stable
transmission system operator,
we safeguard the electricity
supply in Austria with our high-
performance transmission grid.
We are also committed to the
national network development
plan. The geographically
favourable location of our
transmission grid in the centre of
the European domestic market
supports our strategic
positioning as an expert partner
in international alliances.

Our electricity trading activities
serve primarily to optimise the
marketing of our own generation.
Innovative green electricity and
flexibility products enhance the
value of the electricity we offer on
the market. We are also developing
new, customer-focused commercial
products and work consistently on
expanding our services. Our
customers are provided with clean
electricity and climate-neutral gas,
together with other energy-related
products and innovative solutions
to promote the efficient use of
energy.

Investment focus

Austria and Germany are our core geographical markets.

Our business model centres on investing in profitable

assets in the regulated sector and improving
generation efficiency as well as on fulfilling our
customers’ needs in the best possible manner, all the
while ensuring responsible management of energy.

VERBUND's current strategy is based on the Group’s existing asset and value chain structure. It is

continuously updated to reflect changes in the energy market.
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Corporate objectives

VERBUND management has defined the following medium-term corporate objectives based on the
materiality analysis performed and the VERBUND strategy:

Material topics

Corporate objectives

Increasing enterprise value'

Financial stability: net debt/EBITDA < 3.0

Return on capital: ROCE >7.0%

Profitable growth in all segments

Position VERBUND as most efficient electricity producer in the
peer group

Target/ensure an A-level rating

Secure supply of electricity

Ensure system security in the Austrian transmission grid

Implement network development plan

Provide flexibility products to support energy transition

Implement and continuously develop Group-wide systems for managing
IT and data protection

Customer relations

Optimise marketing of own generation

Significantly expand energy-related services

Provide innovative solutions for B2C and B2B customers

Innovation

Put new, sustainable products and business models in place

Increase competitive standing in the new Utility 2.0 model

Manage digital transformation in the e-economy

Environmental protection and
conservation, climate protection

Generate climate- and eco-friendly electricity with a focus on
renewable generation

Take an active role in implementing #mission2030 through sustainable
energy projects

Discontinue coal-fired electricity generation by 2020

Reduce specific emissions to <10 g CO2e/kWh (Scope 1)

Maintain ISO 14001 certification for all VERBUND sites

Engaging with the relevant stakeholders

Communicate actively and openly with all relevant stakeholder groups

Responsibility to employees

Lost time injury frequency (LTIF): <5

Provide attractive, secure jobs: employee turnover rate <5%

Implement programme to increase efficiency

38.5 hours of training per employee/year

35 new apprentices each year

GRI102-14
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Advancing diversity and inclusion
in the Group

Proportion of women > 20%

Ensure balanced employee age structure (benchmark: employed wage
and salary earners by age group in Austria)

Fulfil statutory quotas for the employment of disabled persons
(currently 4% in Austria and 5% in Germany)

Compliance and transparency

Maintain fair business practices and avoid compliance violations in all
segments

Commitment to society

Continue long-term commitment to societal and education-related
activities

Procurement practices

Steadily reduce sustainability risk in the supply chain (working conditions,
environment, corruption, human rights)

based on existing asset and value-chain structure
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Investor relations

International capital market environment

2018 kicked off with a phase of steeply rising share prices on the international stock markets. This was
followed by a lengthy period of high volatility, after which a corrective phase set in that intensified
towards the end of the year. The main reasons for the price corrections were deteriorating economic
forecasts on the one hand and the interest rate policies pursued by the US Federal Reserve on the other.
Capital market growth was also impeded by trade disputes and the unresolved issues surrounding
Brexit. By contrast, the US market benefited from tax reductions and was therefore able to maintain the
phase of rising share prices longer than other marketplaces. Despite reaching historic highs on multiple
occasions, however, the US Dow Jones Industrial stock index did not manage to turn in a positive
performance in 2018, ending the year down 5.6%. Performance of the European and Japanese stock
markets was also much weaker due to the global challenges mentioned and the lack of any positive
countermeasures such as tax cuts (as in the US). The Eurostoxx 50 was down 14.3% year-on-year and
Japan’s Nikkei 225 index fell by 12.1% compared with the prior year. The trend in the emerging markets
reflected worry about higher interest rates, which led to a decline of 16.6% in the MSCI Emerging
Markets Index in 2018. The Austrian ATX performed in line with global share prices, with export-based
Austrian companies in particular being impacted by fears of trade disputes. Austria’s leading index fell
by 19.7% in 2018 to 2,745.8 points.

VERBUND shares

VERBUND shares performed very well in 2018, bucking the general trend on the international stock
markets. Apart from a corrective phase occurring between mid-January and the beginning of March, the
price of VERBUND shares rose nearly continuously before topping out at the start of October 2018. This
was followed by another steep share price correction lasting until early November. The period until the
end of 2018 was characterised by volatile sideways movement. VERBUND shares nonetheless closed
financial year 2018 trading at €37.2, up by an impressive 84.9% on the figure for 31 December 2017. This
made VERBUND the top performer in the Austrian ATX in a difficult year for the stock markets in which
the ATX declined by 19.7% for the year as a whole and the European DJ STOXX Utilities sector index was
down 2.1%. With a market capitalisation of €12.9bn, VERBUND is one of Austria’s largest listed companies.
Moreover, VERBUND succeeded in gaining inclusion in the DJ STOXX Utilities and the MSCI Austria
indices in 2018.

VERBUND share price: relative performance 2018
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Upcoming dates:

Record date for

Annual General Meeting:
20 April 2019

Annual General Meeting:
30 April 2019
Ex-dividend date:

7 May 2019

Record date for
dividends:

8 May 2019

Dividend payment date:
20 May 2019

Results for

quarter 1/2019:

8 May 2019

Closing prices
VERBUND shares €/share
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IR contact:

Andreas Wollein

Head of Group Finance,
M&A and

Investor Relations

Tel.: +43 (0)50 313-
52604

E-mail: investor-
relations@verbund.com

For more information on
our rating, please refer to
the section on Finance >

Financing

KPIs - shares

Unit 2017 2018 Change
Share price high € 21.8 44.8 105.6%
Share price low € 14.7 20.0 35.6%
Closing price € 20.1 37.2 84.9%
Performance % 32.8 84.9 -
Market capitalisation €m 6,998.7 12,937.8 84.9%
ATX weighting % 2.5 6.2 -
Value of shares traded €m 1,032.5 3,803.0 268.3%
Shares traded per day Shares 242,541 459,485 89.4%

Investor relations team activities in 2018

Active, open communication with investors, analysts and individual shareholders during road shows,
conference calls and in one-on-one conversations is important to VERBUND. VERBUND's investor relations
team conducted road shows in Europe and the US in 2018 and participated in several major investor
conferences. Together with the Executive Board, the team met with investors from all over the world and
provided them with information on VERBUND’s key performance indicators and its operational and
strategic performance.

Comprehensive information is available on the “Investor Relations” pages of our website at
www.verbund.com - including our annual and interim reports, financial calendar and events, current
press releases, presentations and Excel spreadsheets as well as documents relating to VERBUND's Annual
General Meetings in past years.

VERBUND shares are covered by 13 renowned Austrian and international investment banks, thus
ensuring their visibility in the capital market. The following investment banks covered our Group as at
31 December 2018:

Berenberg Bank (Lawson Steele) HSBC (Adam Dickens)

Commerzbank (Tanja Markloff) Kepler Cheuvreux (Ingo Becker)
Concorde Securities (Gellert Gadl) Morgan Stanley (Nicholas Ashworth)
Credit Suisse (Wanda Serwinovska) Oddo BHF (Louis Boujard)

Deutsche Bank (Duncan Scott) Raiffeisen Centrobank (Teresa Schinwald)
Erste Group (Petr Bdrtek) Société Générale (Lueder Schumacher)

Exane BNP Paribas (Sofia Savvantidou)

Current ratings

As at 31 December 2018, VERBUND's ratings were as follows:
¢ Standard & Poor’s: A-/stable outlook

e Moody’s: Baal/positive outlook
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VERBUND in sustainability indices and sustainability rankings

In 2018, institutional investors devoted increased attention to the topic of investment portfolio
decarbonisation. More and more investment portfolios and mutual funds are being carbon footprinted
as well. This trend has had a positive impact on VERBUND with its sustainable business model.

ISS-oekom, for example, gave VERBUND a good overall rating of “B” in its company rankings for 2018.
This re-affirmed oekom’s recommendation of VERBUND as a prime investment for investors interested in
sustainability. The comprehensive report made special mention of VERBUND's climate protection
policies and the Group’s comprehensive reporting of its environmental KPIs.

Sustainalytics introduced a new risk-based ESG rating method in 2018 that considers sustainability
risks in each sector of industry. The overall rating is calculated on the basis of a company’s external risk
exposure combined with its internal management approach for dealing with the risks identified.
Compared with the average for all sectors, the electric utilities sector has a higher risk exposure in terms
of resource consumption and emissions, for example. VERBUND nonetheless succeeded in further
improving its overall rating versus the previous year thanks to effective application of the management
approaches implemented. With an ESG rating of 23.8/100 points (note: the lower, the better), VERBUND
was among the top 6% of all companies rated in the electric utilities sector.

VERBUND recently attained GOLD status in the ESG rating updated in 2018 and issued by EcoVadis, a
supplier evaluation platform. This puts VERBUND among the top 5% of the over 50,000 enterprises
surveyed.

In the CDP climate performance rankings for 2018, VERBUND was among the four best companies in
Austria with a score of A- (climate change category).

VERBUND - Austria’s leading utility and one of the
largest producers of hydroelectricity in Europe.

Each year, the Chamber of Public Accountants and Tax Advisors presents the Austrian Sustainability
Reporting Award (ASRA) to the Austrian companies publishing the best sustainability reports.
In the category of “Integrated Annual Reports’, VERBUND achieved an outstanding second place in 2018.
The jury acknowledged VERBUND's 2017 report for its comprehensive presentation of environmental and
social KPIs and for its in-depth examination of the topic of diversity management. Special mention was
made of the Company’s clear presentation of its climate strategy and the effects of its business
operations on the environment and society.

VERBUND was included in the following sustainability indices as at 31 December 2018:
e VONIX (VBV Austrian sustainability index)
¢ Ethibel Sustainability Index (ESI) Excellence Europe

Please refer to:
www.voenix.at
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The Austrian Code of
Corporate Governance
as amended in

January 2018 is available
from the website of the
Austrian Working Group
for Corporate
Governance at
www.corporate-
governance.at

Consolidated Corporate Governance
Report

in accordance with Section 267b of the Austrian Commercial Code (Unternehmensgesetzbuch, UGB)
Corporate governance — framework

VERBUND AG is a listed stock corporation domiciled in Austria. Its corporate governance framework is
derived from Austrian and European law, including, in particular, stock corporation and capital market
law, the Austrian Commercial Code (UGB) and the regulations governing employee co-determination,
the Company’s Articles of Association, the rules of procedure for the Company’s Boards and, finally, the
Austrian Code of Corporate Governance (Osterreichischer Corporate Governance Kodex, OCGK).

Declaration of commitment to the Austrian Code of Corporate
Governance

Declaration of conformity

VERBUND declares its unconditional commitment to the Austrian Code of Corporate Governance. The
Executive Board and Supervisory Board see it as their primary duty to comply with all of the rules of the
Code as fully as possible and to maintain and continue to develop the Group’s high internal standards.
The Code was applied during financial year 2018 and was adhered to in accordance with the
explanatory notes in this report. Active implementation of the requirements of the Code is intended to
ensure responsible management and control of the Group directed at sustainable, long-term value
creation and to create a high level of transparency for all stakeholders. VERBUND will continue to actively
adhere to the Code as amended in January 2018 during financial year 2019. Applying it as fully as
possible is an essential building block for strengthening the trust placed in the Group by shareholders,
business partners, employees and the general public.

Evaluation

In accordance with C Rule 62 of the Austrian Code of Corporate Governance, compliance with the Code
and the accuracy of the related reporting is evaluated externally by an independent auditor at regular
intervals. The last such evaluation was carried out for 2016 by Ernst & Young Wirtschafts-
priifungsgesellschaft m.b.H and resulted in a positive report. The next evaluation is planned for
financial year 2019.

Additional reporting

A consolidated corporate governance report is presented as required under statutory provisions. Key
items of this report are expanded beyond the listed parent company to include the entire Group.
Opinion 22 of the Austrian Financial Reporting and Auditing Committee (AFRAC) has been followed
with respect to the requirements on content.

This Consolidated Corporate Governance Report includes not only the disclosures required by law
but also the additional content as intended by the Code of Corporate Governance. In addition, further
information is provided on the relevant indicators under the Global Reporting Initiative (GRI), the
global standard on sustainability reporting.

Detailed information on the composition and work procedures of the Executive Board, the
Supervisory Board and the Supervisory Board’s committees is provided in the sections entitled
Executive Board and Supervisory Board.
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Further information on the bodies Executive Board, Supervisory Board and Annual General Meeting
and on their interactions is available in the document entitled Disclosures on Management Approach
(DMA) at www.verbund.com > Investor Relations > Financial reports.

Deviations

VERBUND complies with almost all the rules in the Austrian Code of Corporate Governance, including the
R Rules. The deviations applied in financial year 2018 are the same as those applied in the previous year.
From a total of 83 rules in the Code, there are slight deviations in the application of only two C Rules
which are to some extent the result of legislative circumstances. In accordance with the “comply or
explain” principle, these deviations are explained below:

C Rule 2:

The principle of “one share - one vote” is generally adhered to with respect to VERBUND shares. The sole
exception is based on a restriction on voting rights embodied in the “federal constitutional act
regulating the ownership structure of enterprises in the Austrian electricity industry” and in the
provision of the Articles of Association based upon this. The exception is as follows: “With the exception
of regional authorities and companies in which regional authorities hold an interest of at least 51%, the
voting rights of each shareholder at the Annual General Meeting are restricted to 5% of the share
capital.”

C Rule 45:

The rule according to which Supervisory Board members may not assume any functions on the boards
of other companies that are competitors of the Group was adhered to by all the members of the
Supervisory Board, with two exceptions.

The two Supervisory Board members in question each carry out leading functions on boards in
companies which are shareholders of VERBUND AG. If there is a conflict of interest with them in a
specific case, then the chairperson will institute appropriate measures (e.g. withholding of certain
documents, abstention from voting or departure from the meeting). This was required once in the
reporting period.

Executive Board

Composition of the Executive Board

In financial year 2018, the Executive Board was once again composed of four members.

The term of office of all members of the Executive Board ended on 31 December 2018. At its meeting on
13 June 2018, the Supervisory Board therefore appointed the following persons as members of the
Executive Board as at 1 January 2019: Dipl.-Ing. Wolfgang Anzengruber as Chairman, Mag. Dr. Michael
Strugl as Vice-Chairman, Dr. Peter F. Kollmann and Mag. Dr. Achim Kaspar. Dr. Johann Sereinig and
Dipl.-Ing. Dr. Giinther Rabensteiner retired as at 31 December 2018.

GRI'102-18
GRI 405-1
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Executive Board

Name Year of birth Date of initial End of current
appointment term of office

CEO Dipl.-Ing. Wolfgang Anzengruber 1956 1/1/2009 31/12/2020

Chairman

Deputy CEO Dr. Johann Sereinig 1952 1/1/1994 31/12/2018

Vice-Chairman

Dr. Peter F. Kollmann 1962 1/1/2014 31/12/2021

Member of the Executive Board

Dipl.-Ing. Dr. GUnther Rabensteiner 1953 1/4/2011 31/12/2018

Member of the Executive Board

Board functions of Executive Board members within the Group

Name Group company Function

Dipl.-Ing. Wolfgang VERBUND Hydro Power GmbH Supervisory Board, Chairman

Anzengruber Annual General Meeting Chairman
VERBUND Solutions GmbH Annual General Meeting Chairman
SMATRICS GmbH & Co KG Shareholders’ Meeting Chairman

E-Mobility Provider Austria GmbH

Annual General Meeting

Vice-Chairman

Dr. Johann Sereinig

Austrian Power Grid AG

VERBUND Hydro Power GmbH
VERBUND Sales GmbH

VERBUND Sales Deutschland GmbH
VERBUND Services GmbH
VERBUND Trading GmbH

Supervisory Board
Supervisory Board
Annual General Meeting
Annual General Meeting
Annual General Meeting
Supervisory Board,
Annual General Meeting

Member

Member
Chairman
Chairman
Chairman
Chairman
Chairman

Dr. Peter F. Kollmann

Austrian Power Grid AG
VERBUND Hydro Power GmbH
VERBUND Services GmbH
VERBUND Thermal Power GmbH

VERBUND Trading GmbH

Supervisory Board
Supervisory Board
Annual General Meeting
Supervisory Board

Supervisory Board,

Annual General Meeting

Chairman
Member
Vice-Chairman
1st Vice-
Chairman

1st Vice-
Chairman
Vice-Chairman

Dipl.-Ing. Dr. GUnther
Rabensteiner

Ennskraftwerke AG

VERBUND Hydro Power GmbH
VERBUND Innkraftwerke GmbH
Grenzkraftwerke GmbH

Innwerk AG

Donaukraftwerk Jochenstein AG

Osterreichisch-Bayerische Kraftwerke AG
VERBUND Thermal Power GmbH

Supervisory Board
Supervisory Board

Supervisory Board,
Shareholders’ Meeting
Supervisory Board,
Annual General Meeting
Supervisory Board
Supervisory Board
Supervisory Board
Supervisory Board

1st Vice-
Chairman
1st Vice-
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
Chairman
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Supervisory Board appointments of Executive Board members outside the Group

Name Company Function
Dipl.-Ing. Wolfgang Anzengruber University of Salzburg (University Council) Member
Dr. Johann Sereinig KELAG-Karntner Elektrizitats-Aktiengesellschaft Member
FK Austria Wien AG Member
APK Pensionskasse AG Member
Dr. Peter F. Kollmann Telekom Austria AG Member

Work procedures and allocation of responsibilities
The Executive Board conducts the Group’s business activities and represents it externally.

The rules of procedure govern the allocation of responsibilities and how the members of the
Executive Board must work together. In addition, they lay down the Executive Board’s duties to notify
and report, and contain a list of measures that require approval by the Supervisory Board. The measures
requiring approval also include material transactions proposed by the Group’s main subsidiaries. The
rules of procedure were updated during the reporting period and a revised version was issued as at
1January 2019. The changes mainly concerned the organisation of Executive Board meetings, reporting
to the Supervisory Board and transactions requiring approval.

The allocation of responsibilities within the Executive Board is part of the rules of procedure and
defines the range of duties of the Executive Board members without prejudice to the overall
responsibility of the Executive Board.

Allocation of responsibilities

Dipl.-Ing. Wolfgang Anzengruber Chairman; corporate development (strategy, innovation), corporate and
legal affairs (including legal, audit’ and compliance), communications
New business solutions

Dr. Johann Sereinig Vice-Chairman; energy market and business management, strategic
human resources management
Trading, sales, services

Dr. Peter F. Kollmann Financial management, mergers & acquisitions and investor relations,
Management accounting, corporate accounting and risk management
Grid

Dipl.-Ing. Dr. Glnther Rabensteiner Generation from hydropower, thermal power, wind power/photovoltaics

(Austria and international)
Tourism

" Audit and the Human Resources Committee were the joint responsibility of the chairman and the vice-chairman.

Remuneration of members of the Executive Board

Total remuneration of members of the Executive Board in the 2018 reporting period amounted to
€5,599,347 (previous year: €4,485,156) including benefits in kind of €79,237 (previous year: €59,858).
Other remuneration of €828,016 (previous year: €0) relates to compensation for unused leave for former
members of the Executive Board.
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Current remuneration of the Executive Board (incl. variable remuneration) in€
2017 2018
Fixed Variable ~ Other Fixed Variable  Other

remuneration remuneration remuneration remuneration

Dipl.-Ing. Wolfgang

Anzengruber 827,375 499,972 0 849,770 563,457 0
Dr. Johann Sereinig 790,919 342,214 0 813,641 385,665 598,682
Dipl.-Ing. Dr. GUnther

Rabensteiner 587,845 254,348 0 604,733 286,643 229,334
Dr. Peter F. Kollmann 783,685 339,040 0 806,096 382,089 0

Because it is only possible to ascertain at the end of the year whether targets have been achieved,
variable remuneration components are paid out in the following year. Therefore, the total amount
includes variable remuneration components granted to members of the Executive Board in the 2018
reporting period for the 2017 reporting period as well as back-payment of bonuses relating to 2016.

Variable remuneration depends upon performance and is limited to a specific percentage of the
respective fixed remuneration. For the 2017 reporting period (as well as for the current 2018 reporting
period), this percentage rate amounted to between 50% and 70%. The level of performance-based
remuneration components depends on the extent to which the targets agreed for the financial year are
achieved. 50% of the target agreement in the 2017 reporting period was based on the achievement of the
Group result, 30% on the achievement of free cash flow (three-year target) and 20% on other medium-
term (two-year, qualitative) goals, such as the settlement of legacy issues (for example, the successful
resolution of contentious issues such as pending complaints and arbitration proceedings) and the
optimisation and adaptation of structures, processes and business models based on technological
development (digitalisation) and the disruptive changes resulting from competition in the energy
market. The principles underlying the Executive Board’s share of profit were unchanged from the
previous year.

A company pension plan has been set up for members of the Executive Board in the form of a defined
contribution pension fund agreement. In the 2018 reporting period, contributions to the pension fund
were paid for the Executive Board in the amount of €225,992 (previous year: €219,681).

Statutory regulations apply, taking account of the requirements of Rule 27a of the Austrian Code of
Corporate Governance, with respect to the claims of members of the Executive Board upon termination
of their position. In the 2018 reporting period, €376,224 (previous year: €361,817) was paid out for
pensions and €2,189,150 (previous year: €0) for termination benefits in favour of beneficiaries.

Profit or loss for the period included expenses for termination benefits and pensions and similar
obligations - i.e. post-employment benefits - in the amount of €45,486 (previous year: €37,715).
Expenses for pensions and similar obligations for former members of the Executive Board and their
surviving dependants included in the profit or loss for the period amounted to a total of €47,481
(previous year: €50,769).

As in the previous year, no loans or advances were paid out to members of the Group’s or
subsidiaries’ Boards. As in the previous year, neither the members of the Executive Board nor senior
management staff of VERBUND have stock options.
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Remuneration policy in the subsidiaries

In essence, the same principles as those described above for the Executive Board apply to the
remuneration for the management (managing directors) of the Group’s subsidiaries. In addition to the
fixed remuneration, variable remuneration is used up to a limited amount; the amount of this variable
component depends on attainment of defined targets (Group targets and individual targets). A
company pension plan has also been set up in the subsidiaries in the form of a pension fund agreement.

D&O insurance

VERBUND has taken out pecuniary loss liability insurance in favour of its Boards. This insurance covers
the members of the Executive Board and Supervisory Board and the senior management staff of
VERBUND AG, as well as all the members of the managing boards, supervisory boards, advisory boards
and management, plus the authorised signatories and other senior management staff of subsidiaries.
The costs are borne by the Group.

Supervisory Board

The Supervisory Board has also explicitly affirmed its commitment to the Austrian Code of Corporate
Governance. Consequently, the Code, together with the Austrian Stock Corporation Act (Aktiengesetz,
AktG) and the Austrian Commercial Code (UGB), the Austrian Labour Constitutional Act
(Arbeitsverfassungsgesetz, ArbVG), the Company’s Articles of Association and the rules of procedure
for the Executive Board and Supervisory Board, has become the basis for the Supervisory Board’s
actions.

The statutory provisions specify that the Supervisory Board is comprised of members elected by the
Annual General Meeting in accordance with the requirements of the Austrian Stock Corporation Act
(shareholder representatives) and members appointed by the employee representatives.

Personal details, chairpersons and other Board functions
The Supervisory Board is led by a chairperson. The chairperson along with two vice-chairpersons are
elected each year by the Supervisory Board from among its members.

As at 31 December 2018, the Supervisory Board had a total of 15 members. Ten were shareholder
representatives elected by the Annual General Meeting and five were employee representatives
appointed by the Works Council.

During the reporting period, the following changes occurred in the composition of the Supervisory
Board: at the AGM held on 23 April 2018, Mag. Stefan Szyszkowitz was elected to the Supervisory Board
as shareholder representative in place of Dipl.-Ing. Dr. Peter Layr. Among the employee representatives,
Doris Dangl took the place of Anton Aichinger on the Supervisory Board effective 5 April 2018.

GRI102-18
GRI102-22
GRI'102-23

GRI102-24
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Name
Year of birth

Date of initial
appointment

End of current
term of office

Dr. Gerhard Roiss

Chairman

Board of directors of SULZER AG Switzerland

Member of the University Council of Johannes Kepler

University in Linz 1952

5/4/2017

AGM 2020

Prof. Dr. Michael Suf3

1st Vice-Chairman

Member of the supervisory board of Herrenknecht AG and

the board of directors of Oerlikon AG (chairman); Renova AG

(asset director); SUf Management Systems and Suf3 Film

(shareholder) 1963

22/4/2015

AGM 2020

Mag. Elisabeth Engelbrechtsmuller-Strau

2nd Vice-Chairwoman

CEO of Fronius International GmbH;

member of the supervisory board of Wels

Betriebsansiedelungs-GmbH (chairwoman); member of the

board of trustees of the Institute of Science and Technology

and the University Council of Johannes Kepler University in

Linz 1970

22/4/2015

AGM 2020

Mag. Harald Kaszanits
Austrian Economic Chambers 1963

7/4/2010

AGM 2020

Dipl.-Ing. Dr. Peter Layr 1953

13/4/2011

23/4/2018

Mag. Werner Muhm

Member of the supervisory boards of Wiener Stadtische

Versicherung, AWH Beteiligungsges.m.b.H. and KA Finanz

AG; member of the managing board of Leopold Museum

Privatstiftung, vice-chairman of the board of trustees of the

Austrian National Library 1950

22/4/2015

AGM 2020

Dr. Susanne Riess

CEO of Bausparkasse Wistenrot AG;

Member of the supervisory boards of Wustenrot
Versicherungs-AG (chairwoman), Wistenrot stambena
Stedionica d.d., Croatia (chairwoman), Wistenrot zivotno
osiguranje d.d., Croatia (chairwoman), Wustenrot
Fundamenta-Lakaskassza Zrt., Hungary (vice-chairwoman),
Wostenrot stavebna sporiteliia a.s., Slovakia (vice-
chairwoman), Wustenrot poistovna a.s., Slovakia (member),
SIGNA Development Selection and Prime Selection
(member), Einlagensicherungsgesellschaft Austria (member)
and IHAG Privatbank Zlrich (member of the board of
directors) 1961

22/4/2015

AGM 2020

Mag. Jurgen Roth

Managing partner at Tank Roth GmbH,;

member of the supervisory boards of ICS

Internationalisierungscenter Steiermark GmbH (chairman)

and ELG (Erddl-Lagergesellschaft m.b.H.) 1973

22/4/2015

AGM 2020
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Name

Year of birth

Date of initial
appointment

End of current
term of office

Mag. Stefan Szyszkowitz

Spokesman of the managing board of EVN AG;

member of the supervisory boards of Burgenland Holding
Aktiengesellschaft (chairman), EVN Macedonia AD
(chairman), RAG-Beteiligungs-Aktiengesellschaft (chairman),
RAG Austria AG (chairman), Energie Burgenland AG (vice-
chairman) and Netz Niederosterreich GmbH (vice-chairman);
member of the supervisory boards of Osterreichische Post

AG and Wiener Borse AG/CEESEG AG 1964 23/4/2018 AGM 2020
Christa Wagner

Managing partner at \WWagner-Josko Immobilien GmbH;

shareholder in Josko Fenster und Turen GmbH; member of

the supervisory boards of Eurosun a.s. and exceet Card

Group AG 1960 71472010 AGM 2020
Dipl.-Ing. Peter Weinelt

Managing Director of Wiener Stadtwerke GmbH and

Wiener Stadtwerke Planvermdgen GmbH;

member of the supervisory boards of Wien Energie GmbH

(chairman), Wiener Netze GmbH (chairman) and Burgenland

Holding Aktiengesellschaft (member) 1966 5/4/2017 AGM 2020

Supervisory Board appointments or comparable roles in publicly traded companies and other significant companies have been listed in relation to

(ancillary) functions. Full-time functions are listed where appropriate.

Employee representative

Name Year of birth Date of initial

appointment
Anton Aichinger 1955 from appointed by the
Chairman of the Group's employee representatives 25/10/2006 empl. reps.

until 5/4/2018
Kurt Christof 1964  since 8/3/2004 appointed by the
Chairman of the Central Works Council empl. reps.
Member of the supervisory boards of Stadtwerke Voitsberg
GmbH and of Sparkasse Voitsberg/Koflach
Bankaktiengesellschaft
Doris Dangl 1963  since 5/4/2018 appointed by the
Chairwoman of the Group’s employee representatives empl. reps.
Dr. Isabella Honlinger 1971 since 1/9/2016 appointed by the
Chairwoman of the Works Council empl. reps.
Ing. Wolfgang Liebscher 1966 since 1/11/2013 appointed by the
Chairman of the Central Works Council empl. reps.
Dipl.-Ing. Hans Pfau 1953  since 1/9/2016 appointed by the

Chairman of the Works Council

empl. reps.

The appointment of employee representatives by the Group’s employee representatives is for an unlimited period and can be revoked at any time.

20% of the Supervisory Board members are between the ages of 30 and 50; 80% are over 50.

33



34

Independence

In 2010, the Supervisory Board of VERBUND AG defined the following criteria for its independence

(pursuant to C Rule 53 of the Austrian Code of Corporate Governance):

e The Supervisory Board member shall not have served as a member of the Executive Board or as a
member of the senior management staff of the Company or one of its subsidiaries in the past five
years.

e The Supervisory Board member shall not maintain or have maintained in the past year any business
relationships with the Company or one of its subsidiaries to an extent that would be significant to the
member of the Supervisory Board. This shall also apply to relationships with companies in which the
member of the Supervisory Board has a considerable economic interest, but not to exercising
functions on the boards of the Group. The approval of individual transactions by the Supervisory Board
pursuant to L Rule 48 shall not automatically mean that the person is deemed not to be independent.

e The Supervisory Board member shall not have acted as auditor of the Company or have owned a
share in the audit firm or have worked there as an employee in the past three years.

e The Supervisory Board member shall not be a member of the managing board of another company in
which a member of the Executive Board of the Company is a supervisory board member.

e The Supervisory Board member may not remain on the Supervisory Board for more than 15 years.
This shall not apply to Supervisory Board members who are shareholders with a direct equity interest
in the Company or who represent the interests of such a shareholder.

e The Supervisory Board member shall not be a close relative (direct descendant, spouse, life partner,
parent, uncle, aunt, sibling, niece or nephew) of a member of the Executive Board or of persons who
hold one of the aforementioned positions.

Based upon these guidelines for independence (Annex to the Austrian Code of Corporate
Governance), all ten shareholder representatives have issued a written statement on their
independence. Eight of them have declared their independence, and two members of the Supervisory
Board have classified themselves as not being independent (with respect to only the “relationships with
related parties” criterion).

In addition, the following shareholder representatives in the Supervisory Board meet the criteria for
independence contained in C Rule 54 (not representing the interests of a shareholder with a stake
exceeding 10%): Roiss, Siiff, Engelbrechtsmiiller-Strauf$, Muhm, Riess, Roth and Wagner. Both quotas
required for independence by Rule 53 and Rule 54 of the Code are thus met.

Meetings of the Supervisory Board
Six plenary meetings of the Supervisory Board were held during financial year 2018. The overall
attendance rate for all Supervisory Board members was 91%. One member of the Supervisory Board
attended fewer than half of the meetings in person.

In addition to coordinating the ongoing strategic direction of the Company with the Executive Board,
the Supervisory Board focused on decisions relating to the following topics in particular during the
reporting period:

¢ consolidated financial statements and annual financial statements of VERBUND AG for 2017;
¢ proposals for resolutions for the Annual General Meeting;
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¢ proposal for profit appropriation in accordance with Section 96(1) of the Stock Corporation Act (AktG);
e election of the General Committee of the Supervisory Board and constitution of the committees;
e appointment of the auditor;
e new versions of the rules of procedure for the Executive Board and Supervisory Board;
¢ borrowing of €100m (digital green Schuldschein);
¢ revocation of the resolution to liquidate VERBUND Thermal Power GmbH & Co KG;
¢ investment plans for small power plants and efficiency improvements;
o transfer of the Diirnrohr and Korneuburg power plants as part of the overall agreement with EVN;
¢ power plant joint venture on the Inn River: exercise of the put option;
¢ appointment of Executive Board members;
o refinancing of the syndicated loan of up to €500m (green syndicated loan);
¢ sale of 50% equity interest in VERBUND GETEC Energiecontracting GmbH; and
¢ approval of the Group’s budget for 2019.
(Please also refer to the activities focused upon by the Supervisory Board’s committees.)

Each year during the audit of the financial statements, the auditor provides the Supervisory Board
with a separate report on the reliability of the risk management system. The report from the auditor
details sustainability risks in the same manner as in the written quarterly reports on operating risk
management that the Supervisory Board discusses at each of its meetings.

In addition to the meetings of the Supervisory Board and its committees (see below), regular
discussions and teleconferences took place between the Chairman of the Supervisory Board and the
Chairman of the Executive Board and several discussions were held with individual members of the
Executive Board.

Evaluation of Supervisory Board activity
The performance of the Supervisory Board is evaluated annually during the Annual General Meeting, at
which the shareholders vote to approve the actions of the Supervisory Board. At the 71st Annual
General Meeting on 23 April 2018, the actions of all Supervisory Board members were formally
approved.

As required by the Austrian Code of Corporate Governance (Rule 36), the Supervisory Board also
evaluates its activities, in particular its organisation and work procedures, itself. This self-evaluation was
conducted in 2018 on the basis of an extensive questionnaire.

Composition and work procedures of the committees

The Supervisory Board approved a new version of its rules of procedure on 23 April 2018. In addition to
revised provisions for Supervisory Board meetings (preparation, convocation, quorum, meeting
participation), this new version stipulates in particular changes to Supervisory Board committees.

In accordance with its rules of procedure, the Supervisory Board shall, following the Annual General
Meeting, annually elect the members of an Audit Committee, a Strategy Committee, an Emergencies
Committee, a Remuneration Committee and a Nomination Committee. In addition, it can form
temporary or permanent committees specifically for certain projects and topics. The former Working
Committee was dissolved as at 23 April 2018.

GRI'102-28
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Each chairperson of a committee is required to report to the Supervisory Board on the work of the
committee he or she chairs and on its decisions. In urgent cases, the chairperson of a committee is
required to report in advance to the Chairman of the Supervisory Board.

Working Committee (until 23 April 2018)

The Working Committee consisted of the chairperson, the two vice-chairpersons and three additional
members of the Supervisory Board, elected by the Supervisory Board. The membership of employee
representatives was governed by Section 92(4) of the Austrian Stock Corporation Act (AktG).

Members of the Working Committee

Name Function

Dr. Gerhard Roiss Chairman

Prof. Dr. Michael SUR 1st Vice-Chairman

Mag. Elisabeth Engelbrechtsmdller-Strauf3 2nd Vice-Chairwoman
Mag. Harald Kaszanits Member

Mag. Werner Muhm Member

Christa Wagner Member

Anton Aichinger Employee representative
Kurt Christof Employee representative
Dipl.-Ing. Hans Pfau Employee representative
The Working Committee

¢ was required to prepare the meetings of the Supervisory Board and to assist the Supervisory Board in
the continuous monitoring of the Company’s management without prejudice to the rights of the
Supervisory Board pursuant to Section 95 of the Austrian Stock Corporation Act (AktG);

e acted as the Emergencies Committee (Rule 39 of the Austrian Code of Corporate Governance).
The Supervisory Board continually transferred certain matters requiring approval to the Working
Committee.
The Working Committee of the Supervisory Board did not meet during financial year 2018.

Audit Committee
The Audit Committee was established pursuant to Section 92(4a) of the Austrian Stock Corporation Act
(AktG) and, in accordance with the rules of procedure for the Supervisory Board, consists of four
Supervisory Board members elected by the shareholders and two employee representatives in
accordance with Section 92(4) AktG. The chairperson and vice-chairperson of the committee are
elected from among its members.

The Audit Committee performs the tasks under Section 92(4a) AktG and Rule 40 of the Austrian Code
of Corporate Governance. It has the financial expert required by law and by the Code at its disposal, who
is also the chairperson of the committee.
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Members of the Audit Committee

Name Function

Mag. Elisabeth Engelbrechtsmuller-Strauf’ Chairwoman

Dr. Gerhard Roiss Vice-Chairman

Mag. Werner Muhm Member

Christa Wagner Member

Doris Dangl Employee representative
Kurt Christof Employee representative

The Supervisory Board’s Audit Committee met three times during financial year 2018. The activities

of the Audit Committee focused on:

e preparing the resolution on the consolidated financial statements for 2017 and the annual financial
statements of VERBUND AG for 2017 including appropriation of profit;

¢ proposal for the election of the auditor;

¢ acknowledgement of the semi-annual financial statements for 2018;

e monitoring financial reporting processes;

e monitoring the internal control system and the audit and risk management systems;

o discussion of areas of emphasis for the 2018 audit (auditor);

¢ audit and non-audit services;

e acknowledgement of the reports of the Executive Board; and

¢ acknowledgement of the audit programme and audit report of the Internal Audit department.

Strategy Committee

The Strategy Committee established on a temporary basis in the previous year has now been firmly
anchored in the rules of procedure in effect since 23 April 2018. It is comprised of four members of the
Supervisory Board elected by the shareholders and two employee representatives in accordance with
Section 92(4) AktG. The chairperson and vice-chairperson of the committee are elected from among its
members.

The Strategy Commiittee is responsible for developing a corporate strategy in collaboration with the
Executive Board and for the annual review of strategy and support of any adaptive measures.
Furthermore, it addresses issues that are not to be handled by the entire Supervisory Board in
consideration of competition-related aspects and conflicts of interest.

To this end, the Strategy Committee met five times during the reporting period.

Members of the Strategy Committee

Name Function

Dr. Gerhard Roiss Chairman

Prof. Dr. Michael St Vice-Chairman

Mag. Elisabeth Engelbrechtsmiller-Strauf3 Member

Mag. Harald Kaszanits Member

Doris Dangl Employee representative

Ing. Wolfgang Liebscher Employee representative
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Emergencies Committee
An emergencies committee (Rule 39 of the Austrian Code of Corporate Governance) is a committee for
decision-making in urgent situations.
The chairperson is required to make the necessary preparations for rapid decision-making on matters
that fall within the remit of the Emergencies Committee or are referred to that committee for a decision
(convening a meeting at short notice, video conferences). The grounds for urgency must be stated. The
Emergencies Committee makes decisions on all matters where an immediate Supervisory Board
decision is needed to gain economic advantages or fend off the threat of financial damage.
The Emergencies Committee is comprised of four members of the Supervisory Board elected by the
shareholders and two employee representatives in accordance with Section 92(4) AktG. The
chairperson and vice-chairperson of the committee are elected from among its members.

The committee did not meet during the reporting period.

Members of the Emergencies Committee

Name Function

Dr. Gerhard Roiss Chairman

Prof. Dr. Michael SUR Vice-Chairman

Mag. Elisabeth Engelbrechtsmdller-Strauf3 Member

Dr. Susanne Riess Member

Doris Dangl Employee representative
Kurt Christof Employee representat