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Management Report
of Kozloduy NPP EAD

01 January 2017 - 31 December 2017

This management report was prepared in compliance with the provisions of art. 39 of the
Accountancy Act and art.187e, art.247, para.l, 2 and 3 of the Commercial Act. The management report
contains the information required pursmant to Appendix No.10 of Regulation 2 of the Financial
Supervision Commission, relating to persons under & 1e of the Additional provisions of the Public
Offering of Securities Act, on the grounds of art.1000, para7, .2 of the Public Offedng of Securities Act.
The management report contains also non-financial statement pursuant to art.48, para.1 and para.2 of the

Accountancy Act.

Kozloduy NPP EAD (hercinafter referred to as "the Company") management zeport is an
objective review, presenting truly and fairly the development and the results of the Company activitics, as

well as its position, together with a deseription of the major risks it faces.

The report presents commentary on and analysis of the financial statements and other
significant information on the financial position, and the operating results of the Company. It covers the

pediod from 01 January to 31 December 2017,

The separate financial statements presented by Kozloduy NPP EAD were prepared on the
grounds of the International Accounting Standards, the Accountancy Act. It conforms to the current
legislative and sublegislative normative acts. The separate financial statements were prepated in

accordance with the integtated accounting policy approved by the Company.

1. General information

Corporate name Kozloduy NFP EAD

UIC 106513772
Address Bulgaria
Vreatsa District
town of Kozloduy 3321

Principal activitics —  Using nuclear power to generate electricity and thermal

cnergy. For the exccution of these activities the Company holds and
maintains: valid licence for generation of electricity and thermal energy by

the clectricity generating facility as defined therein; valid licences to
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Directors

Management

operate nuclear facilities, as per the Safe Use of Nuclear Energy Act
(SUNEA), issued by the Bulgarian Nuclear Regulatory Agency (valid
permit for generation activity by the generating facility as defined by the
licence, issued by the Inspectorate on the Safe Use of Atomic Energy for
peaceful purposes);

= Impott and export of fresh and speat nuclear fuel;

—  Investment activities, related to the Company’s activities as

defined under the Company’s principal activities;

—  Construction, installation and maintenance in the felds of

clectrical and thermal energy generation;

—  Sales of high and medium voltage electric power and sales

of thermal energy;

— Operation of radioactive waste management facilities,
holding a valid license pursuant to the Safe Use of Nuclear Energy Act
(SUNEA).

As at 31 December 2017 the Company is managed by the Board of
Dixectors (BoD), consisting of;
Zhaklen Koen - Chairman of the Board of Directors

Ivan Andreev - Member of the Board of Directors and CEO;

Ivan Yonchev - Member of the Board of Directors;

Kozloduy NPP EAD is a joint stock company, established by virtue of
Decision No 582 from 2000 of Vratsa District Court. The registered office
of the Company is in the town of Kozloduy, Vratsa District, Bulgaria. The
Company was established as 1 joint stock company on 28 April 2000 with
a sole owner - the Republic of Bulgatia through spin-off from Natsionalna
Elektricheska Kompania EAD (NEK EAD). In accordance with the
Scparation Protocol of Kozloduy NPP  branch and GUP
Atomenergoinvest, Kozloduy, compiled and based on the available
accounting records dated 28 April 2000, the company is legal successor of
the respective portion of the assets and liabilities of NEK EAD, Sofia,
Bulgarian Energy Holding EAD is the sole owner of the Company share
capital as at 31 December 2017. The Company's ultimate owner is the
Republic of Bulgaria through the Ministry of Energy.

The Company has a one-tier management system and is managed by a

iii
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Licences

Board of Ditectors consisting of three membess.
As at 31 December 2017 the Company share capital amounts to BGN
244,584,890 distributed among 24,458,489 ordinary, registered, voting
shares at nominal value of BGN 10 each. All ordinacy shares are fully paid,
The Company holds the following licences:

—  Licence for operation of nuclear facility, issued by the
BNRA - Serial No. E, Registration No. 5303, dated 03 November 2017,
valid as at 06 November 2017, which renews the License with Sedal No.
E, Registration No, 03000 dated 02 October 2009 for the operation of
Kozloduy NPP EAD Unit 5. License validity - 06 November 2027;

— Licence for operation of auclear facility, issued by the
BNRA - Registration No. 03001, dated 02 October 2009, for the operation
of Kozloduy NPP EAD Unit 6. The licence is valid until 02 October 2019,
By Order No. AA-04-152 dated 28.10.2016 of the chairman of the BNRA
the Licence was modified authorizing the operation of the unit at an
uprated thermal power of 3120 MW,

= Licence for generation of electricity and thermal power No.
A-049- 03/11.12.2000, valid for thirty years - until 11,12.2030;

— Licence for wansmission of thermal enerpy No. 050-
05/11.12.2000, valid for thirty years - until 11.12.2030;

—  Licence, issued by the BNRA, Seridl number 1-11024,
Regiseration No.04358, dated 01 April 2014 which renews Licence with
Scrial number 11-11024, reg. No. 02599 for the use of sousces of ionizing
radiation for commercial purposes - performing non-destructive testing
with radiation methods on site: Inspection body of type C, Diagnostics
and Control Testing Centre, valid for a ten year period - until 31.03.2024;

— Licence, issued by the BNRA, Serial number 1-1708,
Registration No.04366, dated 08 April 2014 which renews Licence with
Serial number H-1708, reg. No. 02610 for the use of sources of ionizing
radiation for commercial putposes - performing radiochemical control,

radiological environmental monitoring, and metrological control, for a ten
year period - until 07.04.2024;

— Licence, issued by the BNRA, for transpormation of
radioactive substances, Serdal number T-14002, Registration No.04435,
dated 30.06.2014 which renews Licence with Serial aumber T-14002, reg.

iv
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preparcation of the
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No.02823, considered as at 12.07.2014, valid for a ten year period - until
11.07.2024;

—  Licence for trading in clectricity No. A-216-15/18.12.2006 -
until 18.12.2024;

— Licence, issned by the BNRA, for delivering specialized
training, carried out by the Personnel and Training Centre Division, Seral
number CO, Registration No.5125 dated 05.10.2016, renewing Licence,
serial number CO, Reg. No.03803 dated 05.10.2011 for a 5 year perod -
until 05,10.2021;

—  Licence, issued by the BNRA, for operation of Speat Fuel
Storage Facility, Serial number E, reg. No,04441, dated 25.06.2014 which
renews Licence with Serial number E, reg. No.01032/24,06.2004, for a ten
year period - until 25.06,2024. -

—  Licence, issued by the BNRA, for operation of Dry Spent
Fuel Storage Facility from VVER-440 reactors, Serial number E, reg. No.
5016 dated 28.01.2016, for a ten year period - until 28.01.2026.
HLB Bulgaria OOD

—  The financial statements have been prepared on a historic
cost basis,

—  The financial statements are presented in Bulgarian Leva
(BGN) and unless otherwise stated, all disclosed amounts are rounded up
to the nearest BGN thousand.

— The Company prepares its financial statements in
accordance with the requirements of the International Financial Reporting
Standards, endorsed by the European Union Commission, uatil 31 March
of the following year.

— In conformance with the requirements of Art. 31 of the
Accountancy Act, the Company prepares also consolidated fnancial
statements, and publishes them no later than 30 June of the year, following
the year to which they xefer,

—  Kozloduy NPP EAD operates in conformance with the
Bulgarian legislation,

1.1, Management's responsibilities

The management confirms that it has applied adequate accounting policies in preparing the

annual separate financial statements as at 31 December 2017, and that the annual separate financial

statements are prepared under the going concem principle.
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The management is responsible for keeping proper accounting records, for the expedient
asset management and for undertaking all requisite actions to prevent and detect possible fraud and
other iregularities.

1.2, Information required under Article 187¢ and Article 247 of the Commercial Act
(Ca)

» Information required under Article 187¢ of the Commercial Act (CA)

In accordance with Article 187e of the Commercial Act, the Company must provide in its

Management Report information on:

a/ The number and nominal value of the treasury shares acquired and transferred within
the year, the portion of the capital that they represent, and the price at which the acquisition or

transfer was concluded;
b/ The grounds on which the acquisitions, within the year, were concluded,
‘The Company has not acquired and/or transferred any treasury shares in 2017.

¢/ The number and nominal value of the treasury shares held by the Company and the
portion of capital that they represent.

The Company does not hold any treasury shares.

> Information, required under Article 247, pacagraph 2 of the CA
2/ Information on the remuneration of the Board of Directors of Kozloduy NPP EAD, as

disclosed under the signed management and control contracts.

In thousands of BGN Statements as at Statements a5 at
31.12.2017 31122016

Salaries and wages, including bonuses 148 130

Social security contributions 20 19

Social costs 25 22

Allowances - 18

‘Total short-term remuneration 193 189

b/ Information on the Company’s shares, zcquired and held by Members of the Board

ofDirectors

The Members of the Board of Directors do not hold any shares of the Company. No privileges
or exclusive rights to acquirc Company shares and bonds are provided to the Members of the Board of

Dircctors.

¢/ Information on the patticipation of the Members of the Board of Directors as general
partners in commercial entities, information on the ownership of over 25 percent of the capital of

another entity, as well as information on their participation in the management of other entities, or
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cooperatives, as Procurators, Managers or Members of a Board of Directors (in accordance with the

requirements of Art.247, para.2, i4 of the CA).

- Ivan Andreev is chairman of the BoD of Kozloduy NPP - New Build EAD, and member
of the BoD of SE RAW:

-  Zhaklen Koen has been member of the BolD of South Stream Bulgaria AD undil

08.06,2017.
d/ Information on the contracts under Art. 240b of the Commercial Act concluded during the
year:
- No shares or bonds of the Company were acquired or transferred by the Members of the
Board of Directors.

- No contracts were concluded during the reporting period by and between the Members of the
BoD or parties related to them, which go beyond the Company’s ordinary activities or which significantly

deviate from the market conditions.
1.3. Petsonnel

The Company defines the fulfilment of its priorities in the area of human resources
management in the Human Resource Management Policy. The principal goals of the Management ace
related to maintaining and developing the system of professional recruitment, providing conditions for
professional development of the personnel, systematic training and qualification enhancement and
management of the knowledge gained. The applied management system and organizational-management

structure ensure the fulfilment of the set prioritics,

The employment zelationships at Kozloduy NPP EAD are raised at a very high level A new
Collective Labour Agreement was signed on 30 December 2016, valid from 01 January 2017 to 31
December 2018. A Code of Ethics is also in place in the Company, which necessitates keeping certain
values by the personnel in the power plant in compliance with the major values in nuclear enerpy. No
discrimination based on sex, ethnic origin, religious or political beliefs is allowed on the work place.
Women occupy both higher operative and higher management positions in the Company. Equal rights
and opportunities for work, development and career promotion are provided, depending solely on the
initiative, professional qualification, expedence acquired and personal qualitics of the employees, as well

as their performance results,

During the reporting period the employer’s efforts continued in the direction of keeping the
spirit of social agreement and collaboration with the employees, the trade unions and the representatives

of the workers and employces.

As at 31 December 2017, the number of the staff cmployed by the Company under

employment contracts is 3,716,

vil
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Tatal personacl, employed in

Company under employment Staterments as  Statements as
contsacts, including at31.12.2017  at31.12,2016 % change

Managers 473 458 3.3%
Specialists 998 966 3.3%
Technicians and associate professionals 870 862 0.9%
Administrative Assistance Personnel 258 264 -2.3%
Personnel, engaged in providing services
to the population, trade and sccurity B1 85 -4, 7%
Qualified workers and the associated
with them professionals 806 7917 L1%
Machine operators and assembly
installers 163 163 0.0%
Professions, which do not require special
qualifications 67 63 6.3%
TOTAL 3,716 3,658 1.6%

1.4, Legal and asbitration praceedings

Kozloduy NPP EAD is not a party under any legal, administrative or arbitration proceedings,
associated with liabilities or reccivables of the Company, with financial interest amounting to least 10

percent of its equity.
1.5, Research and development

During the reporting period no surveys were conducted and no projects were implemented in

the fields of Research and Development.
1.6. Subsidiaties

Kozloduy NPP EAD owns the following entities:
> Kozloduy HPP EAD

Kozloduy NPP EAD is the sole owner (100%) of the capital of Kozloduy HPP EAD,
comprised of 1,082 ordinary, registered, materialized, voting shares, at nominal value of BGN 1,000 each.

Kozloduy HPP EAD is registered with Vratsa District Court under Company file No.495 year
2004, with the purpose of building a Hydro Power Plant, gencration and distribution of electric power
generated by a small Hydro Power Plant in order to utilize the residual power gencrating capacity of
treated water by Kozloduy NPP EAD.

Pursuant to a decision of BEH EAD dated 7 November 2008, contract No.880080 dated
07.11.2008 was signed by and between the Company and Kozloduy HPP EAD for the provision of a
ceedit line of BGN 20,000 thousand. The eredit line’s mamrity is 2020, With Decision item I1.15.1 dated
12.07.2012 the Board of Directors of BEH EAD authorized Kozloduy NPP EAD to re-negotiate the
contracted terms and conditions under Contract Agreement for Credit line No.880080 dated 07.11.2008
and Annex No.810000003 dated 06.11.2011. An Annex to the Contract Agreement was signed on
26.09.2012 for the provision of additional amount of BGN 2,000 thousand, The maturity of the latter is
2021, and the loan repayment stasted on 15.01.2013. With Decision item I13.1, dated 29.03.2013, the

wiil
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Board of Directors of BEH EAD authorized the signing of Annex No.3 by and between Kozloduy HPP
EAD and Kozloduy NPP EAD, which amended the contracted clauses related to: extension of the fand’s
utlization deadline - until commissioning of Kozloduy HPP, Qutler channel-1, but not later than
30.06.2013; matusity - until 15.07.2021; time frames of the repayment instalments, with the repayment
beginning on 15.07.2013; due interest on the borrowed funds - increase of the the base interest rate + 2.5
% margin. With Decision item I1.6.1, dated 12.01.2015, the Board of Directors of BEH EAD authotized
the signing of Annex No.4 by and between Kozloduy HPP EAD and Kozloduy NPP EAD, which
amended the contracted clauses related to: extending the loan’s maturity - untl 15.01.2024; increasing the
number of the repayment instalments - 22 instalments.
» Kozloduy NPP - New Build EAD

Kozleduy NPP EAD is the sole owner (100%) of the capital of Kozloduy NPP - New
Build EAD, comprised of 1,400,000 ordinary, registered shares, at nominal value of BGN 10.00 each.

Kozloduy NPP - New Build EAD is a single-shateholder joint stock company, registered in
the Commercial Registry of the Registry Agency on 09.05.2012, with UIC 202058513, The Company
has its registered office at: NPP site, Kozloduy, Kozloduy Municipality, Vratsa District. The
Company’s registered capital amounts to BGN 14,000 thousand.

Pursuant to Decision No.28, dated 09.06.2015 and Decision No.36, dated 07.07.2015 of the
Company's Board of Directors, it was decided to simultancously decrease the capital of Kozloduy
NPP - New Build EAD by cancellation of 135,100 ordinary, registered, voting shares at nominal
value of BGN 10 each, and increase of the capital with BGN 1,351,000 by subscribing 135,100 new,
ordinary, registered, voting shates, with total nominal value of BGN 1,351,000 by consideration in
cash.

¥ Interpriborservice OOD

The Company has a controlling interest of 63.96% in Interpriborservice OOD, Kozloduy,
holding seventy one shares of its capital, which is comprised of 111 shares at nominal value of BGN
100 each, The investment is measured at acquisition cost - a total of BGN 79 thousand. The
transactions with this company relate to deliveries of assets, supplies related to assets’ modemization
and reconstruction, as well as purchases of inventory and hired services.

Interpriborservice OOD was established pursuant to a Decision No.55, dated 13.04.1 088,
of the Council of Ministers, as a specialised entity for installation, setting up, maintenance and
technical sexvicing of automated process control systems, supply of instrumentation, equipment and
spare parts for NPP, TPP, and others. The partners in the company are Russian and Ukrainian
catities, operating in the encrgy sector.

> ZAD Energia

The Company has 2 participation in ZAD Energia, with a share of 1.12%, and investment

value BGN 232 thousand.
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1.7. Branches of the Company

The Company does not have any branches.
2, Activity overview
Kozloduy NPP EAD ended the year 2017 with considerably improved financial indicators,
compared to 2014,

The following factors had distinguishably positive impact on the Company's financial results,
namely, the increase of the average market price for sale of electricity, significant rise of the regulated

price, and rise in the electricity demand on the domestic and the regional martket.

The reporting period is characterized by increasing liquidity and improving profitability indices.
The trend for debt reduction is preserved, as a result of the regular pagments of interests and principals of

the state-guaranteed loan with Euratom.

Achieving safe operation of the nuclear power units, the fulfilment of the investment projects
for the plant life extension and the power uprate of the nuclear units was financially secured with the
Company's own financial resources, without using external financing,

The following significant changes in the regulatory environment, having a direct impact on the

Company's activity, oceurred during 2017:

» By a Decision by the Energy and Water Regulatory Commission No.11-19/01.07.2017, full
price for electricity of Kozloduy NPP EAD was approved for the regulated market at the amount of
54.92 BGN/MWh, by 83% higher than the price in the preceding regulatory period (30.00 BGN/MWHh),
The approved price comes close to the cost price of the electricity and reduces considecably the
Company's loss from regulated market sales.

> By a Decision of the Energy and Water Regulatory Commission No.TE-027/01.07.2017, a
quota for Kozloduy NPP EAD was determined for the regulated market until 30 June 2018 amounting to
3,100,527 MWh. Kozloduy NPP EAD quota for the regulated market is by 582,343 MWh less compared
to the preceding regulatory period, i.c. it takes into account the continuing market liberalization, however,
with a slower rate than expected.

» By a Decision of the Energy and Water Regulatory Commission No,L1-18/01.07.2017, a
single-component prices of the thermal energy generated by Kozloduy NPP EAD was approved - 40.39
BGN/MWh, by 0.03 BGN/MWh lower that the price in the preceding regulatory period.

» Change in the unregulated market segment sales structure - exchange transactions have a
progressive increase (42% of the total market turnover).

> Rise by 5.5% in the market sales prices compared to 2016.
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Gencration and sales of electricity

In 2017 Kozloduy NPP EAD generated clectricity (gross) amounting to 15,545,499 MWh, by
230,345 (-1.5%) MWh less compared to the 2016. The decrease in production is attributed to the
schedule of operation of Unit 5, which was updated in the end of 2016 (extended annual outage to
replace the generator stator whose delivery was confirmed in the end of 2016).

The performance indicators for the Company which characterize its specific nature are presented
in the table below:

Staternents as  Statements as

Indicators 231122017 ar31.12.2016
LF 1) 88,53 89,60
UCF 2) 87.37 89.02
UCLF 3) 0.17 0.21
GRLF 4) 0.00 0.04

1} LF - Load Factor

2) UCF- Unit Capability Factor

3) UCLF- Urit Capability Loss Factor
4) GRLF — Grid Related Loss Factor

The LF and UCF iadicators objectively reflect the nuclear power units operation modes. The
2017 values are lower in comparison to the 2016 ones, mainly as a result of the different duration of the
scheduled annual outage downtimes. The unscheduled events are insignificant in number, The UCLE
indicator is with excellent value for the reporting period due to the absence of unplanned events. In 2016
there was one short stoppage of the two turbo-generators, and in 2017 - one stoppage of TG 9, outside
the annual outage period, and short-term decrease of Unit 6 power. In 2017 there was no unplanned
seram of Units 5 and 6 zeactors. There was no unloading of the nuclear power units in order to regulate

the grid balance or to balance the commercial schedules.

With view of the ditninished production in 2017, the total amount of the electrical energy sold
i5 by 1.4% less in compacison with the same period of 2016 (-215,378 MWh).

The table below summarizes the electricity generation, sales and revenue in 2017 compared to

2016:
Statements  Statements
asat asat
Indicator 31,12,2017  3112.2016 % chanpe
‘Total MWh
Gross generation 15,545,499 15,775,844 -1,5%
Houseload 827,131 843,367 -1.9%
Ner energy (in-house production) 14,718,368 14,932,477 -1.4%
Purchased encepry (substitute) 1,971 3,240 -39.2%
Sales of electricity at regulated prices, MWh
Net energy, MWh 3,537,342 4,526,821 -21.9%
Sales of electdeity at freely nepotiated prices, MWh 11,182,997 10,408,806 7.4%
Customers 6,458,418 9,593,989 -32.7%
Exchange macket 4,712,735 773,566 509.2%
Balancing market 11,844 41,341 -71.4%
Revenue, BGN thousand
At regulated prices: 145560  135,213.7 7%
At market prices: 764,152 674,339.6 13.3%

‘Total clectricity revenue 009,712 809,553.3 12.4%

xi
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The supplies on regulated prices of NEK EAD are in conformity with the requests of the Public
Supplicr and the determined quota, The quota for the regulatory perod 01.07.2016-30.06.2017 has been
achieved. Taking into account the trends for 2 wider opening of the market, the sales at regulated prices
for 2017 are 3 537 342 MWh, by 22 % less in comparison to 2016, As a result of the significant increase
of the regulited price as at 01.07.2017, the clectricity sales revenue on this market segmeat in 2017 are
with 10 346 BGN thousand more, compared to 2016,

The amounts sold on the market are with 774,101 MWh (7.4 %) in addition compared to 2016.
The market sales were implemented through the trade platform of the Company, through centralized
market for bilateral contracts (CMBC), administered by IBEE EAD, as well as on the "day ahead"

exchange market (DAM),

During 2017 there appeared significant changes in the volume and structure of the sales in the
non-regulated market segment, resulting from the development of the exchange market.

The amounts sold under transactions concluded through the Company’s trade platform still
have dominant share (57.8%), however, this share has diminished in comparison to 2016 by 33 % at the
expense of transactions concluded through the exchange platforms of the CMBC, administered by the
IBEE EAD. The main bilateral contracts transactions are with traders (97.6%), and the share of end

consumers is insignificant (2.4%).

The share of transactons concluded on the exchange platforms (DAM and CMBC) in 2017
amounts to 42.14%, almost 6 times more compared to 2016. The major portion o the transactions is on
the CMBC (73.7%), concluded through Auctions trading serecn (analogous to the Company's trade
platform). 26.3% of the exchange sales is on the hourly DAM. The amounts sold on the this platform in
putsue of the obligations under the Commitments to the EC are by 60% moze in comparison to 2016. In
view of the nature of the hously trade on the DAM, the amounts unsold have been purchased out by
NEK, as part of the quota, at regulated price. For 2017 90.6% of the amounts proposed by Kozloduy
NPP on the DAM have been sold.

The summary revenues from electricity sales in 2017 are with BGN 100,159 thousand (12.4%)
higher in comparison to the same period of 2016, mainly as 2 result of the more favourable market
conditions in 2017, and permanently established high prices on the markets in the country, the region and

Europe, considerably above the levels of 2016.

The fresh nuclear fucl supplies for Units 5 and 6 are accomplished in conformity with the
contractual conditions. One shipping of spent nuclear fuel from the VVER-440 reactors was carried out

to Russia, for further storage and reprocessing.

1)
xil
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Generation and sales of thermal energy

In 2017 the Company generated 193,390 MWh of thermal energy, The total amount of thermal
energy consumed on-site and in the town of Kozloduy was 89,490 MWh, which is by 9,819 MWh (12%)
more in comparison to the previous year, as a result of the increased consumption due to worse weather
conditions.

The actual amount of thermal energy that was accrued in 2017, in accordance with the
amendments in the Regulation on heat supply dated 01.06.2014, is 91,060 MWh, considerably above the
reported levels for 2016 (79,321 MWh).

The revenues from thermal energy for 2017 amount to BGN 2,138 thousand.

Programme to maintain and enhance safety

Maintaining and enhancing safety is 4 lead priority of Kozloduy NPP EAD. The actions,
undertaken to maintain and enhance safety of operations within the Company ace cartied out in the
following directions: nuclear safety, operational experience, radiological protection, emergency
preparedness, radioactive waste management, radiaccological monitoring, non-radiological monitoring
and environmental protection.

Kozloduy NPP EAD nuclear facilities are operated in compliance with the terms and
conditions of the Licences for operation of power units 5 and 6, SFSF and DSFSF, issued by the BNRA,
The Company maintains licences to use ionizing radiation sources, licences to transport radioactive

substances and licences to conduct specialized training.

Unit 5 Operating license was renewed on 03.11.2017 for a new 10-year period.

A Complex programme for Unit 6 reactor plant tests at uprated thermal powes of 3,120 MW
was agreed with the BNRA, and the license conditions related to the implementation of the uprated

power tests, as stated in the Unit Operating License, were satisfied.

There were no reactor scrams of Units 5 and 6 during the reporting period.

The nuclear plant is operated in conformance with the principles of radiologocal protection,
defined by the Regulation on Basic Norms of Radiation Protection-2004 and BSS-115 of the IAEA, as
well as the ALARA principle (as low as reasonably achievable personnel exposure).

The plant radiological environmental monitoring is specified in Kozloduy NPP EAD long-term
program for radioecological monitoring. No deviations of the radiological indicators above the admissible
levels were registered during the reporting period. The results achieved jn - 2017 show that the equivalent
dose rate of gamma-radiation varies within the Lmits of the natueal background radiation
(0.05+0.15)puSv/h. The values, measured along the borders of the industrial sitc and in the settlements
within the 100-km zone, are fully comparable.

xiii
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Kozloduy NPP EAD is actively involved in environmental protection in all its aspects. The
plant, as an operating organization, holds 10 permits, issued by the Bulgadan Ministry of Environment
and Water and its bodies. The total amount of greenhouse gases emissions CO2 generated in 2017,
pursuant to the Company's verified report, is 439 tons. The necessary number of emission permits were
ensuced on the account of Kozloduy NPP EAD in the National register of greenhouse gases emissions

quota trading,

Implementation of the Maintenance Programme

In 2017 the scheduled annual outages (Outages) with refuelling of Units 5 and 6 reactors were
performed in = 48 and 40 calendar days, respectively, considered as of the stopping of the turbo-
generators uatil it was back in parallel with the grd. The planned maintenance and supervisory activities
on more than 8000 entities of equipment and pipelines from process systems were pecformed, with high
quality and in a timely manner, All the necessary activities (maintenance, repair, specislized control and
inspections of the major and auxiliary equipment of the safety systems, systems important to safety and
for the generation, in compliance with the factory, regulatory and licensing requirements) were carried out
during the scheduled downtimes in 2017, in order to ensure the operability, reliability of the equipment
and safe operation of the nuclear facilities; the scheduled modernization and reconstruction actions under
the plant life extension programme and the units power uprate were implemented. One of the largest-
scale projects under the programme was implemented during Unit 5 Outage - seplacement of the
turbogeanerator stator with a new one, modified for 1100 MW, and an overhaul of the exciter was carried

out with removing the rotor and implementing a partial modification.

The following core activities scheduled in the maintenance programme were performed in

2017, as per the licensing commitments of the Company for the operation of nuclear facilitics:
~ Maintenance and preventive maintenance of structures, systems and components (SSCs);

- Maintenance, examination and preventive maintenance of major and auxiliary equipment

(S5Cs of safety systems; systems important to safety and to production) of Units 5 and 6;

- Corrective maintenance - the defects that occurred on equipment and components, identified
during operation, periodic checks and tests, shifc walkdowns, periodic inspections, etc,, have been

removed in good time, in accordance with the process conditions and limitations;

- Maintenance of general plant facilities - the planned scopes for preventive maintenance,
maintenance and repairs of the common plant equipment in the Spent Fuel Storage Facility, Open
switchyard, Bank Pump Station, Hydraulic Engincering Facilities and Civil Structures, and the Heat
Supply Department, were pesformed in accordance with the approved schedules in the different
structural units,
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The required preveative actions to minimize the impact of unfavourable meteorologic factors
and to ensure safe operation of Units 5 and 6 have been carried out in conformity with the approved
plant documents. The scheduled actions under summer clirnate conditions, 28 in number, and 86 general
actions for preparation and safe operation of Unit 5 and 6 under winter climate conditions, have been
implemented,

The value of the activities implemented under Kozloduy NPP EAD maintenance programme
for 2017 amount to BGN 66,129 thousand, incl. BGN 13,765 thousand for maintenance activities of

investment nature (ovethauls, replacement of major/significant spare parts).
Implementation of the Investment Programme

The reported investment costs in 2017 amount to BGN 81,450 thousand. These arc allocated

per type of activity, as follows:
- construction and installation works (CIW) - BGN 25,626 thousand;
- plant and equipment (PE) - BGN 51,692 thousand;
- project xelated research and studies (PRS) - BGN 4,021 thousand;

- other costs - BGN 111 thousand.

A considerable portion of the Investment Programme items completed over the reporting
period were targeted at the achievement of the strategic goals for extending the operating life of units 5
and 6 above their design lifetime for long-term operation in the next 30 years, and increasing the
generation effidency by uprating their design thermal power to 104%. In compliance with the
requirements of Safe Use of Nuclear Energy Act and the licences for operation, a number of measures
were implemeated to maintain and enhance safety at Kozloduy NPP EAD, including measures covered
by the Programme for implementation of the recommendations resulting from the pecformed "stress
tests" of the nuclear facilitics and measures covered by the Lifetime management programme for the Dry

Spent Fuel Storage Facility.

The remaining portion comprises investment activities for routine maintenance of the units and

the auxiliary facilities and infrastructure,

»  Units 5 and 6 lifetime extension (Plant Life Extension project, PLEX)

The measures under the Investment Programme implemented in 2017 under Kozloduy NPP
EAD Units 5 and 6 Lifetime Exteasion Project - Stage 2, have been completed within the planned

deadlines and in the scopes as sct in the project time schedule.

The main parts under the Project relating to Unit 5 have been completed with the obtaining of
the Operating License of Kozloduy NPP Unit 5, Serial number E, registration No. 5303/03.11.2017,
issued by the Bulgarian Nuclear Regulatory Agency.
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The investment costs incurred in 2017 amount to BGN 28,127 thousand. The following

significant actions were performed:

- Retrofitting and procurement of spare patts for the main coolant pump - completed
Contract for Manufacture and procurement of modified easings for TLIH195-M main coolant pump

replaceable parts and relevant technologies for pump clbow installation, fixing and alignment,

- Retrofitting of process radiological monitoring - reported costs for approved detailed designs
for Units 5 and 6 under contract for Retrofit of Units 5 and 6 panels and detection units from the

independent radiological control tools,

- Replacement of test beaches, small instrument lines of Instrumentation and Control sensors,
connecting terminal boxes, cables and cable traces of equipment installed in the HELB eavironment
conditions area - During the Unit 6 Outage 2017 actions were carded out for replacement of test
benches, small instrument lines of Instrumentation and Control sensors, connecting terminal boxes,
cables and cable traces of equipment installed in the HELB environment conditions area (Partial

implementation of detailed design), etc.
> Reactor Thermal Power Uprate of up to 104%

The activities set in the strategic stages are performed in accordance with the time schedules of

the Complex concept of Kozloduy NPP EAD for Units 5 and 6 thermal power uprate to 104%.

Unit 6 reactor plant was tested up to and at 100%Nnom, as well as ac 102%Nnom and
104%Nnom within the framework of the Complex programme for Kozloduy NPP Unit 6 reactor plant
testing at uprated thermal power 3120 MW, following the 2017 Outage.

The Complex programme for Kozloduy NPP Unit 5 reactor plant testing at uprated thermal
power 3120 MW, as well as the required performance test procedures and instructions for conducting

Unit 5 complex tests were prepared and submitted to the Nuclear Regulatory Agency for agreement.

The reported costs on the project implementation amount to BGN 14,630 thousand. The

more significant project measures implemented during this peried are;

- Design, delivery and installation of new generators and auxiliary systems for Units 5 and 6 -
reported BGN 6,927 thousand. Installation works on the new stator were carried out and performance

tests were pecformed during the 2017 annual outage,

- Design, delivery and installation of electrdc double girder overhead bridge cranes with crabs,
Q=160/20t capacity for Unit 5 Turbine Hall, clevation 29.5. The reported costs are for Unit 5 in relation
to conducted dismantling of the existing 125 t crane, design, delivery and installation of new electric

double girder overhead bridge .cranes with crab, Q=160/20t capacity

- Retrofit of Units 5 and 6 steam generators separation in relation to the reactor plants power

uprate project - construction and installation works completed under contract for steam generators
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separation retrofit conteact. The other two steam generators SYB10W01 and 5YB40W01 were retrofitted
during the 2017 annual outage of Unit 5, and with this the stage 2 of the SG retrofit was completed.

> Licensing conditions, regulatory requirements and activities, targeted at safety
enhancement and measuzes ensuing from the stress tests and the National Action Plan (INAP) of
the Republic of Buigaria,
Measures to maintain and enhance safety are implemented in compliance with the Safe Use of
Nuclear Energy Act and in observance of the provisions of the licenses and permits issued by the

authorized control and supervision bodies.

Under the Investment Programme, 38 measures were funded from the Programme for maintaining
and enhancing safety at Kozloduy NPP EAD in 2017, 2018, and 2019, Some of the measures are covered
by different programmes, related to: conducted stress tests, with implemeatation of Units 5 and 6 lifetime
extension project and thermal power uprate project, implementing the licensing provisions of the
operating licenses for Units 5 and 6, and the Spent Fuel Storage Facility. The implementation of the

measures covered by the programmes is monitored byt performing periodic thematic checks,

The stage-by-stage implementation of the measures under the Energy Efficiency (EE) Programme
of Kozloduy NQO is ongoing; it is implemented in compliance with the obligations of the Company
arising from the Energy Efficiency Act, the regulations pertaining to it, and the Energy Efficiency Action
Plan of the Republic of Bulgaria, targeted at achieving a lasting trend for improving the energy

consumption indicators.

The total amount of the funds invested in 2017 in costs for measures related to licensing
conditions, regulatory requirements and activities targeted at safety, and actions ensuing from the stress
tests is BGN 8,910 thousand

» Investment activities for routine maintenance of the usits, auxiliary facilitics and

infrastructure;

The Company engages in activities, related to the maintenance of main and auxiliary facilities,
and activities to ensure the normal operation of the general plant facilities, suppotting the production
activities. The reported costs amount to BGN 29,783 thousand. A considerable part of the costs are for
implemented deliveries of significant spare parts, which have a long production period. Ensuring spare
parts for the production aims at reducing the risk of prolonged downtimes when 4 nced of emergency

maintenance ariscs, as well as to prevent unplanned downtimes related to the scheduled annual outages.
Finanacial results for 2017

In 2017 Kozloduy NPP EAD has successfully achieved its priority business goals and reports
on considerably improved financial indicators compared to 2016: sales revenue and annual net financial

result.
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The Company ended the year 2017 with net profit to the amount of BGN 117,899 thousand,
compared to a profit of BGN 1,359 thousand, recognized for the year 2016, The improved financial

result is duc to an increase in the revenues and lower expenditure.

For 2017 the operating income from the Company's operation amounts to BGN 930,398
thousand, by BGN 91,319 thousand (11%) above the repotted income in 2016. The increase in
comparison to the previous reporting period is 4 result of BGN 100,159 thousand higher revenue from

clectricity sales on the two market segments:

Regulated market — Increased revenue by BGN 10,347 thousand as 2 result of marked
increase of the regulated price as 2t 01.07.2017, in spite of the less amounts of sold electricity (-989 479

Non-regulated market — Increased revenues from electricity sales by BGN 89,812 thousand,
zesulting both from market sales structural change, and the higher selling prices in 2017:

- Decreased income from sales of electricity under bilateral conteacts by BGN 190,818
thousand, a5 a result of reduced amounts of clectric power, at the expense of the exchange sales, at higher

price levels than the ones reported in 2016.

- Recognized revenues from exchange market of Kozloduy NPP EAD to the amount of
BGN 336,923 thousand from the sale of 4,712,735 MWh clectricity, at a higher average exchange price
than the prices of the bilateral contracts transactions.

- The negative balance of BGN —4,079 thousand on the balaacing market in 2017 is
much more disadvantageous in comparison to 2016 (BGN - 60 thousand), as a result of unscheduled
shut-down of Unit 5 at the beginning of July,

Income from sales of services, goods, and other sales amount to BGN 12,933 thousand. The
income from financing are by BGN 1,871 thousand more because in 2016 the recognized current income
from financing of the DSFSF are for 7 months.

The operating expenses of the Company (continuing operations) in 2017 amount to BGN
799,605 thousand and are by BGN 35,076 thousand (4%} less compared to the ones reported in 2016,

The most significant changes are observed in the following expenses:

- Materials and consumables and changes in works in progress - reported BGN 142,526
thousand, by BGN 15,232 thousand (-9.7%) less compared to 2016. This is due mainly to decrease in the
nuclear fuel costs, due to differences in the configuration of the loaded futel assemblies with fresh nuclear
fuel and in the production.

- Hired scevices - reduction by BGN 53,766 thousand. (-31 %), The reductions is a result
of:
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- the costs recognized for feasibility justification for Units § and 6 lifetime extension up to 60
years, analyses, calculations and quantitative assessments of the SSCs are by BGN 46,727 thousand less,
since in 2017 the project implementation continued for those stages that relate only to Unit 6 LTE

lifetime extension justification contract, whereas in 2016 it was implemented for the two units.
- water usage tax was lower by BGN 12,795 thousand, due to a regulatory change.

- Depreciation costs - ta the amount of BGN 191,378 thousand. The depreciation expenscs for
the same period in 2016 amount to BGN 178,841 thousand. The change is a result of replacement and
commissioning of new non-current tangible assets, associated with the implementation of the projects of

thermal power uprate to 104% and the plant life extension of Units 5 and 6.

- Other costs - to the amount of BGN 141,276 thousand, by BGN 8,036 thousand {6%) above
the reported in 2016. The biggest relative share of these - 98%, are costs for contributions to the DNF
Fund, the RAW Fund and the SES Fund, to the amount of BGN 141,008 thousand, and the increase of
BGN 15,515 thousand compared to 2016 is a result of recopnized higher revenues from clectricity sales.
In 2017, as a result of reintegration of impaired receivable the expenses were reduced by BGN 6,263

thousand.

Over the current year the Company has ensured regular and sufficient incoming flows from
non-regulated electricity sales; as a consequence of this the cash payments under nuclear fuel and 1eagents
supply contracts were accomplished in due time. The Company has effected insurance premiums in
relation to the insurances as legally stipulated in SUNEA and the Vienna Convention, contributions to
the RAW Fund, the DNF Fund and the SES Fund, payments for salaries and wages, social security
contributions, obligations under commercial contracts for implementation activitics under the

maintenance and the investment programs,

In pursue of the Strategy for Management of Radioactive Waste and Spent Nuclear Fuel until
2030, in 2017 SNF from VVER-440 was transported for technological storage and reprocessing in Russia
as a result of reached agreement with the business partner AO TVEL and good financial and economic
terms, The required funds were secured from the provision allocated in 2015 for SNF management,

including for transport of SNF for storage and reprocessing.

Over the year the Company has procured with priority financial resources generated by its own
revenue for activities related to the safe operations of the nuclear facilities and the implementation of the
investment projects to extend the operating lifetime of nuclear power units 5 2nd 6, and uprate their
thermal power to 104 %. 1 line with the Loan Agreement with Euratom dated 29.05.2000, and the
financial contracts in foree, Kozloduy NPP EAD settled its obligations under the long-term loan, granted
by the European Atormic Energy Community (EURATOM) under the Program for the modernization of

power units 5 and 6, in the agreed amounts and time frames. The second tranche of the Euratom loan
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was finally repaid in 2017. The calculated values of the financial covenants - Debt Seevice Cover Ratio
and Gearing Ratio, which completely satisfy the creditor's financial eriteria, were disclosed to Euratom, in

line with Kozloduy NPP EAD commitments under the Loan Agreement.

Under the above listed circumstances, the overall activity of the nuclear power plant for 2017
was financially secured by its own resources generated by the electricity sales revenues. As at 31.12,2017

the Company ended without any outstanding payments.

As at 31.12.2017 Kozloduy NPP EAD ended with BGN 178,211 thousand cash liquidity,
which is by BGN 102,193 thousand more compared to the reported values for 2016. The leading factor
that impacted the positive trend in the cash and cash equivalents is the considerable growth of proceeds
of sale of electricity under frecly negotiated prices by BGN 142,118 thousand above the previous year
levels, as a result of the improved market environment. At the same time, the amount of payments made
primarily for consultant services was decreased, since the implementation of the Lifetime Extension
Project contract continued only for Unit 6 stages in 2017, whereas, the contract for unit 5 was completed
in the end of 2016.

Over the past year, the practice to constantly monitor and control the lawful, appropriate and
efficient use of the Company’s financial resources continued by pecforming preliminary controls when
undertaking commitments, subsequent monitodng and control of the budget implementation, by

avoiding any excess of the financial framework under the approved programs.

The table hereafter presents selected key indicators that reflect the achieved operational results
and evaluation of the Company’s position and operations in 2017, compared to the same reporting period

in the previous year, as follows:

Statements

' Staternents as Change

No. BGN ‘000 s1iaonry 31122016 201772016 (%)
cl c2 c.d cd c.5=(c.3/c4)-1
1 Total operating income 030,398 839,079 10.88%
2 Toul operating costs (799,605  (834,681) -4.20%
3 EBIIDAY) 322,171 183,239 75.82%
4 EBIT2) 130,793 4,398 2873.92%
5 EBTY 130,127 1,145 11264.80%
6  EBIT margin 14.1% 0.5% 2720.00%
7  EBITDA margin 3.6% 21.8% 58.72%
8  Total assets 3,396,750 3,341,672 1.65%
9  Non-current tangible assets 4) 2,657,603 2,759,914 -3.71%
10 Woarking capital 5) 465,861 325,710 43,03%
13 Cash and cash cquivalents 178,211 76,018 134.43%
14  Equity 2,721,473 2,608,757 4.32%
15 Retumn on equity 6) 4.78% 0.04% 11850.00%
16 Return on assets 7) 3.83% 0.03% 12666.67%
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1) EBITDA — earnings before interest, taxes, depreciation (and amortization) from
continuing operations;

2) EBIT — carnings before interest and tax, from continuing activitics;

3) EBT = camings before tax, from continuing activities;

4) Non-curcent Tangible Assets - Non-curcent Tangible Assets + costs to acquire
Non-curreat Tangible Assets;

5) Working capital — Current Assets less Current Lizbilities

6) Return on equity - EBT/Equity

7} Return on assets - EBT/Total asscts

3. Financial instruments used by Kozloduy NPP EAD

3.1. Financial risk management goals and policy

The financial risk management policy implemented by Kozloduy NPP EAD is focused on
minimizing the potential negative effects that may result in aggravated financial results, given the possible
difficulties of forecasting the market cnvironment in which the Company operates and the
unpredictability regarding the dynamics of the market prices.

"The main goal of the top management is to maintain stable financial and economic position of
the Company and effective management of cash and cash equivalents by ensuring optimum amouat of
financial resources and their propec allocation against the Company's main business priorities. The
financial risk management policy is implemented purposefully to give assurance when accomplishing the
strategic and operative goals of the company and to guarantee trouble-free operation of the nuclear powes
plant, while observing the regulatory and the licensing conditions. The applied risk management
procedures as regards the Company's budget and finance are implemented against significant risks that are

a major threat for the Company's balance,

Specific activities for identification, analysis, current assessment and monitoring of the negative
events impact, are regularly condurted, with the purpose of undertaking timely and adequate intervention
to mitigate the unfavourable consequences for the Company, following the main directions, action frame,
prnciples and practices as set in the developed Risk Management Strategy and Policy that ace

implemented in the BEH Group companies.

The efficient cash and cash equivalents management implemented by the Company in the
short-term and long-term perspective, sccures good opportunitics for ensuring short-term and the
middle-term cash flows, without planning going out on the financial markets. The long-term debts on the
state-guaranteed loan from Euratom are settled in compliance with the financial and payment terms and
conditions and the provisions of the Bulgarian legislation under the Government Debt Act and Decree of

the Council of Ministers on the implementation of the state budget.
3.2, Risk factors

The Company is exposed to various risks, associated with its financial instruments. The most
significant financial risks which the Company is exposed to are the market risk, credit dsk and liquidity

risk.

xxi




Kozloduy NPP EAD
Annual Management Repore
31 December 2017

»  Market risk

By using financial instrumeats, the Company is exposed to market risk and more specifically to
the risk of changes in the foreign exchange rates, intesest risk, as well as risk of changes in specific prices,

resulting from the operating and investment activities of the Company.
> Currency risk

The majority of the foreign exchange cash payments to suppliers for goods and serviccs, for the
acquisition of non-current tangible and intangible assets, and for the settlement of the long-tecm loan,
obtained from EURATOM, are mainly denominated in Euro. The currency risk, related to losses, arising
from the revaluation of the Company’s costs due to reduction in the BGN (Bulgadian Lev) price, is

minimal, as the BGN/Euro exchange rate is fixed.

A small portion of the Company’s foreign exchange transactions (purchase of materials and
sexrvices) arc denominated in US Dollars. This does not expose the Company to high dsk in terms of

changes in the US Dollar exchange rate to the Bulgarian Lev on the international financial markets.
> Interest risk
The Company’s policy is focused on minimizing the interest risk in long-term funding.

In 2017, the Company’s cash flows were exposed to interest risk, arising due to changes in the
market intercst rates of seven tranches, denominated in Euro, under the Loan Agreement with
EURATOM, dated 29.05.2000, at contracted floating interest rate, equal to six month EURIBOR +
margins in the range between 0,079% to 0.13%.

The existing uncertainty regarding the change of the interest rates on the financial markets is
not 2 serous threat due to the historically low EURIBOR levels established over the past years, which

does not determine a high interest risk.

In terms of the first tranche under the Loan agreement with EURATOM, contracted at fixed
interest % , the Company is not exposed to any risk, arising from fluctuations in the interest rates of
EURIBOR.

The Company is exposed to possible interest risk with regard to the credit, granted to the
subsidiary company Kozloduy HPP EAD, under floating interest rate conditions, namely - interest rates,

based on the BIR plus a margin of 2.5%.

All the other financial assets and liabilities of the Company are contracted with fixed interest
rates and annuity payments in order to have a better predictability of the expected values of the financial

flows.
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> Liquidity risk

Liquidity risk is identified in consequence of non-fulfilment of statutory and contractual
monetary obligations of the Company, upon their manuity. In order to manage the potential liquidity
issues in good time, the Company collects its receivables, controls its cash outflows and thus ensures

sufficient working capital for the timely accomplishment of the short-term payments.

Kozloduy NPP EAD manage cash and cash equivalents in such 2 way, as to avoid net
exposures in one financial institution in the end of each month exceeding 25 percent of the total
Company cash, in compliance with the Rules and Regulations on concentration under Decree of the
Council of Minsters No.127/27.05.2013. Implementing these Rules is part of the measures accomplished
by the Company, focused on diversification and reduction of the tisk of unrecoverable receivables when

claiming bank institutions insolvent, wherefore the possible risk is limited to 2 low degree.
»  Credit risk

Credit risk occurs where any of the countetparties is unable to discharge its obligations, under a
financial instrument, or a clieat contract, causing financial losses. The Company is exposed to this risk in
the contracts related to sale of clectricity, thermal energy and services, granting loans, depositing funds in
financial institrtions due to declaradon in bankriptey. In order to undertake timely actions for the
collection of matured receivables, the Company implements current operative monitoring of the debtors
by performing an age analysis of the customers. Other specific mechanisms are also used - signing
agreements and contracts for electricity sale with favourable clauses, incl. advance payments, bank
guarantees, damages conditions, accrual of late payment interest, offsetting of debts and receivables,

bringing actions against thermal power debtors,

The Company is exposed to high degree credit risk in view of the fact that the major shace of
the Company's receivables is concentrated in a related party, NEK EAD (rclated party under common
control by BEH EAD), arising from sales of electricity. A Debt Rescheduling Agreement between NEK
EAD and Kozloduy NPP EAD was signed on 28.02.2017 amounting to BGN 62,431 thousand, incl, the
principal on invoices for supplied clectric power to the amount of BGN 47,497 thousand, and late
payment interests to the amount of BGN 14,934 thousand. The monetary obligations under the
Agreement are settled on a regular basis in line with attached payment schedule with deadline as at
31.01.2020. Despite the measures undertaken to improve the collectability of the financial assets, the
amount of the outstanding receivables from NEK EAD as at 31,12.2017 increased to BGN 157,929
thousand. In order to resolve this issue, Kozloduy NPP EAD is considering other possibilitics, to
propose options for step-by-step reduction of the Public supplier's debts in the next year by concluding

new assignment agreements and/or contracts,

With the purpose of minimizing the credit risk of the non-regnlated sales, considered as at
01.03.2017, the Company has concluded Agreements for rescheduling of debts with Maritsa Iztok 2 TPP
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EAD, with payment period 20.03.2017 - 20.02.02018. The debts that are subject to rescheduling amount
to BGN 5,507 thousand, and result from purchased electricity to the amount of BGN 5,036 thousand
and interests for latc payments to the amount of BGN 471 thousand. The monetary liabilities are paid
regularly in accordance with the negotiated payment schedule in the Agreement.

Taking into account the increasing volume of non-paid amounts within the maurity date and
accruing of new delayed paymeats by customers at non-regulated prices in 2017, additional actions were
taken to reduce the high credit risk and limit the financial damages to the Company. As at 28.12.2017 two
ncw Debt Rescheduling Agreements were signed, with payment cad date 30.06.2019, between Kozloduy
NPP EAD and:

- Arkadia Service AD, at a total amount of BGN 8,455 thousand, of which BGN 7,821
thousand principal in non-paid obligations for electricity sold, and BGN 634 thousand

interest,

- Energiyna finansova grupa AD, at a total amount of BGN 7,365 thousand, of which BGN
6,813 thousand principal on non-paid obligations for eclectricity sold, and BGN 552

thousand interest,
¥ Cash flows sk

The cash flow risk relates to the uncertainty of the incoming cash flows from a certain
investment and it is related with the market and the credit risk. The Company's cash flows depend on the

fluctuations in the amount of the expected fature cash flows related to a cash financial instrument,

In the context of deteriorating matket conditions and high inter-company debt of the energy
sector companies, which reflect in improper redemption or clients’ insolvency, the management approach
is focused on maximizing the amount of cash and reducing the potential negative effects on the
Company's financial resource. In order to prevent the sisk of unpredictability of the incoming and
outgoing financial resource flow, the Company regularly plans its short-term and long-term cash flows to

ensure tegular, sufficient and secure proceeds, comparable to the operative and long-term financial needs.

4. Post-reporting date events
A draft Debt Rescheduling Agreement was developed between Kozloduy NPP EAD and NEK

EAD, to the amount of BGN 67,895 thousand, with agreed interest rate of 3.87%, with payment term of
two years, through annuity instalments and payment deadline 29.02.2020.

5. Future opportunities and developments in 2018
The planned economic policy of the Company for 2018 is in compliance with the five year

Business Program for the period 2018 - 2022 approved by Decision 1.9.1. of Minutes No. 1/10.01.2018
of Kozloduy NPP EAD Board of Directors -,
The priorities in the devclopment of Kozloduy NPP EAD are: continuous safe, teouble-free

and economically effective operation of the power plant, and the successful timely completion of the

RXiv



Kozloduy NPP EAD
Annual Management Report
31 December 2017

project for Units 5 and 6 Lifetime Extension, together with uprating of their production output.

Along with these strategic projects, the Company shall ensure the implementation of all
reconstructions and modemizations of the major facilities, necessitated in the course of their operation,
or as a result of the analysis of the operational experience.

A main priority of the conducted mid-term financial policy remains the pursuit to retain the
financial stability of the Company, In order to achieve this goal, significant cash flows need to be
accumulated from several sources: collecion of the receivables, which the Company holds, or their sale to
third parties.

The intended change to he macket model in order to cffect the transition to a completely
liberalized market macks a considerable delay. The significant changes in the regulatory framework and
the scope of the regulation (prices, quotas, integration of RES and the long-term contracts on the market
with compensation of the difference between the market and the preferential prices, consumer protection
measuzes, and measure to cope with cnergy poverty), resulting from the new model, are still not known.
As of today, a partial amendment in the Encrgy Act was introduced, enforced as at 01.01.2018, whereby
all the producers with installed power of over 5 MW should offer their electric power above the regulated
market quota only on the exchange market. The transition to 2 new market model and = fully liberalized
market is expected to create significant difficulties in the adaptation process of all energy market
participants, including Kozloduy NPP EAD. The effectiveness of the electricity sale shall depend mainly
on the applied marcket and price strategy in accordance with the dynamic market conditions. With regard
to this the business activities of the Company in 2018 shall be aimed at ensuring maximum realization of
the generated clectricity, stable market presence and maintenance of competitive prices. The Company’s
pricing policy for the non-regulated market shall be oriented towards providing secure, sufficient and

regular sales revenue, complying with the market conditions,

Maintaining sufficient number of qualified, competent and motivated personnel remains a top
priority of the Management in its objectives related to the Company management. The main focus will be
on the effective performance of the personnel training and qualification system, and the building and
development of a knowledge management system.

The Company Management does not consider that there are significant risks resulting from the
dynamic fiscal and regulatory environment in Bulgaria that could necessitate amendments to the financial

repoxt for the year ending 31 December 2017,

Additional information under Appendix No 10 of Regulation No 2 of the FSC

1. Information, presented guantitative and qualitative wise, regarding the main categotics
of goods, products and/or rendered services, stating their shate in sales revenuc as a
whole and the changes incurred during the tepotting financial year;

In 2017, Kozloduy NPP EAD generated income in the amount of BGN 930,398 thousand, The
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main categories, under which income was teported, are:

- Revenue from sales of production, amounting to BGN 911,850 thousand - BGN 909,712
thousand are reported under electricity sales revenue, and BGN 2,138 thousand under thermal energy
sales revenue,

- Income from financing in the amount of BGN 5,615 thousand.

- Income from sales of services, goods and other sales - amounting to BGN 12,933 thousand.

The sales income structure and the share of the main income categories are prasented in Table

1. Information on the quantitative expression of the praduced goods is presented in Table 2.

Table 1
Indicatar Statements % shate of Statcments % sharc of
us ae 3L12.2017 income a5 at 3L.12.2016 income
‘Total revenue from gales of production 9i1, 850 58.01% 811, 563 96.72%
Revenue from eleciricity sales 609,712 09.77% 809,553 99.75%
Revenue from theomal enerpy sales 2138 0.23% 2010 0.25%
Income from financing 5,615 0.60% 3,744 0.45%
Income from eales of services, goods, and
other sales 12,933 1.3%% 23,772 2.83%
Income from sales of goods k11 244% 310 L30%
Income from sales of services 5,203 40.23% 5,183 21.80%
Incems from sales of materials and non-current
assets 13 0.10% 47 0.18%
Income from other sales 7365 56.95% 17,207 7238%
Income from mevaluation of investment propertics 6 0.28% 1,025 4.31%
‘Total income D30,308 100.00% 830,079 100.00%:
Table 2
Statcments as at Statements 26 at

Indicatar 3L12.2017 % share 31.12.2016 % share
Net eacrgy Gin-house production), MWh 14,718,368 90.99%% 14,932,477 99.28%
Turchased energy (substitute), MWh 1,91 0.01% 3240 0.02%
‘Total realization, MWh 14,720,330 100.00%% 14,935,717 100.00%

No changes in the structure of the main income categories have occurred during the reporting

financial year. The main revenues come from sales of generated clectrical.

2. Information on the tevenue, allocated to the different categoties of activities, domestic
and external markets, as well as information on the soutces for the supply of materials,
required in the production of goods, or in the rendeting of setvices, reflecting the degtee
of dependency of the individual scller and buyer / uset, and information on cach person,
individually, on his/her share in the sales or purchases, and his/her relation to the
Company, in the cases where the relative share of any of those exceeds 10 pet cent of the

costs of sales or the sales revenue;
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Reveaue from sales of production is generated entirely on the internal (domestic) market, all the

Company's customers are based on the territory of the country, Information on the relative share of

suppliers and customers, exceeding 10 percent of the total costs or sales revenue is presented in Table 3
and Table 4,

Table 3
% of costs % of costs
Supplier 2017 2016
AD TVEL 17.64% 16.02%
Table 4
% of revenus % of revenue
Customers 2017 2016
NEK EAD 15.64% 16.20%
IBEE EAD 36.76% 6.20%
CEZ Trade Bulgaria EAD 8.25% 10.31%

The contracts concluded within the reporting period do not differ from the ordinary activities of
the Company and do not deviate from the macket conditions. Quantitative information on the goods,
products and/or rendered services is described detail in the Separate Financial Statements of the

Company for 2017,

3. Information on the transactions, concluded by and between the Company and its related
parties within the reporting petiod, information on any proposals to conclude such
transactions, as well as information on transactions that differ from the Company’s
ordinary activities or which significantly deviate from the market conditions, and the
Company, or its subsidiary, are parties to the transaction, stating also the value, natute of
relationship, and any information, necessary to assess the effect on the financial position
of the Company;

Numerjeal information of the related parties’ transactions is thoroughly disclosed in the
Company’s Annual Separate Financial Statements as at 31 December 2017 (Note 31 Related Party
Disclosures).

The transactions with related parties do not deviate from the normal market conditions.

4. Information on events and indicators of unusual for the Company nature, having a
significant impact on its business activities and its income and incurred expenses;
assessment of their impact on the cutrent year’s results;

There are no events and indicators of unusual for the Company nature, having a significant
impact on its business activides and its income and incurred expenses in 2017

5. Information on transactions, carried off-balance sheet - nature and business putpose -

indicating the financial impact of such transactions on the activities, if the risk and
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benefits of these transactions ate material to the Company and if ¢the disclosure of such
information is significant for the assessment of the Company’s financial position;

The Company does not have any transactions, carried off-balance sheet in 2017, In accordance

with the contracted terms for sales of electrical energy, customers are obliged to provide bank guarantees

in favour of the Company. Such are reported off-balance sheet as foreign assets, pledged as collateral.
Available Received Digcharged  Available

Indicatar a8 at as at
01.01.2047 in 2017 in 2017 31.12.2017
Foreign assets, pledped as compensation (BGN’ 000) 153,156 75,374 175,103 53,428
Received bank guarantees, denominated in BGN 93,869 51,950 110,602 35,218
Received bank goaraniees, denominated in foreign
currencics ( BGN equivalenty 59,287 23,424 64,501 18,210

6. Information on the participations of the Company. Information on its major investments
in the country and abroad (in securities, financial instruments, intangible assets and
ptoperty), as well as investments in equity securities outside its economic group, within
the meaning of the Accountancy Act, and the sources/methods of financing these;

In 2017, the Company did not acquire any new interests and has not engaged in investments in
the country and abroad. The Company has participations and investments only in Bulgada - information
on the held assets is presented in detail in the Company’s Annual Separate Financial Statements as at 31
December 2017,

7. Information on the contracts, concluded by the Company, its subsidiaty or Parent
Company, in their capacity of borrowers. Information on the credit agreements,
disclosing the agreements’ specific terms and conditions, including the maturity of each
agtecment, as well as information on the placed guarantees and the undertaken
commitments;

The Company has not concluded any eredit agreements in 2017, Thorough information on the
received loans is disclosed in the Company’s Annual Separate Financial Statements as at 31 December
2017,

8. Ianformation on the contracts, concluded by the Company, its subsidiaty or Parent
Company, in their capacity of lenders; loan agteements, including the provision of
guarantees of any kind, including to telated parties, disclosing the specific terms and
conditions under each, including the maturity and the purpose for which such were
granted;

The Company has not concluded any loan agrcements as a lender in 2017, Thorough
information on the movements and balances on the granted Ioans is disclosed in the Company’s Annual

Separate Financial Statements as at 31 December 2017,
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9. Analysis and evaluation of the financial resources management policy, stating the ability
to settle its obligations, the possible threats and measutes, which the Company has taken
or is about to undestake to climinate those;

The Company’s financial resources are managed jointly by the Senior Management and the
Board of Directors. The provision of shott- and medium-term cash flows for settling the Company's
liabilities without obtaining funds from financial markets and in accordance with the financial and
payment conditions and the requirements of the Bulgarian legislation {the State Debt Act and Decree of
the Council of Ministers in exccution of the State Budget) is a main priority of the Company. The
Company implements an effective financial management and control system, through policies and
procedures, designed to ensure confidence in the achievement of the objectives as set in the Company's
Business Program, There are ongoing activities to:

- ensure objective and accurate financial and economic information in order to timely take
effective preventative actions to avoid potential threats,

- ensure control of financial resources through periodic (daily, weekly) csk assessment (credit
risk, interest sisk, liquidity risk, currency risk, and cash flow risk),

The Company does not face any difficulties in settling its liabilities. Thorough information on

the potential threats and uadertaken measures is presented here above in the Report.

10. Information on the changes in the core management principles of the Company and its
cconomic group, within the meaning of the Accountancy Act that occurred within the
reporting periad;

No changes in the core management principles of the Company and its economic group
occurred in 2017,

1. Information on the key features of the internal control and risk management systems,
implemented by the Company in the process of preparing its Financial Statements;

In accordance with the Company’s specifics of a licensed operator of nuclear power facilities,
an effective financial management and control system has been established by developing policies and
procedures, designed to ensure confidence in the achievement of the Company’s objectives. The
Accounting Policies Manual comprises procedutes, designed to ensure complete, true, accucate and timely
reporting, which are in compliance with the Accountancy Act and the Intemational Financial Reporting
Standards, endorsed by the European Union. The processing of financial-accounting documents in the
implementation of business processes is established under the Rules for processing accounting
documents at Kozloduy NPP EAD. Permission, approval and authorization procedures, a dual signature
system and procedures for preventative, follow-up and current (ongoing) control of incurred costs are

implemented through the developed internal documents,

The Company applies the Financial and Risk Management policies, implemented by BEHEAD.
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12. Information on the amount of temuneration, rewards and/or benefits, paid by the
Company and its subsidiaries, to every member of the Managing and Sup ervisory Bodies
during the financial reporting year, regardless of whether such have been included in the
Company’s expenses or if they are derived from profit distributions, inclusive;

Thorough information is disclosed here above in the Annual Management Report of the
Company for 2017.

13. Information on pending judicial, administrative or atbitration proceedings, relating to
receivables or liabilitics of the Company, amounting to at least 10 per cent of its equity;
information on each proceeding shall be presented separately if the total amount of the
Company’s receivables or liabilities under all proceedings, exceeds 10 per cent of its
equity;

There are no pending proceedings, relating to receivables or liabilides of the Company,
amounting to at least 10 per cent of its equity.

14, Other information

The Company considers that there is no other information that would be important to the users.
Non-financial statement

Information in accordance with art. 48, para.1 and para.2 of the Accountancy Act

Kozloduy NPP EAD is the only nuclear power plant in Bulgaria and the county's lasgest
producer of electricity, ensuring more than one third of the national anaual clectrdicity production.

The electricity generated by the Company is sold in 2 segments of the Bulgarian energy matker:
on the regulated market - sale to the public supplier NEK EAD at prices regulated by the Energy and
Water Regulatory Commission, and on the non-regulated market - sale of clectricity on the exchange
market at free prices.

The long-term intentions of the company's Management regarding the management of Kozloduy
NPP EAD are summarized in the Policy statement of Kozloduy NPP EAD Management and the
Declaration by Kozloduy NPP EAD Management regarding the management policy of the Company.

The main objective, as stated by the Company Management is safe, efficient and environmentally
friendly electricity generation of guaranteed quality and security of supplies in compliance with the
national and international standards,

In order to achieve this objective the top management develops and disseminates policies that are
appropriate for the Company's activity, consistent with the Policy statement of Kozloduy NPP EAD and
the Policies of the single owner of the Company's equity,

The Management states priorities in various areas which are reasoned and developed in:

. Policy on Safety Management of Kozloduy NPP EAD;

. Policy on Security Management of Kozloduy NPP EAD;

. Policy on Quality Management of Kozloduy NPP EAD;

Policy on Environmental Management of Kozloduy NPP EAD;
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. Policy on Managemeat of Health and Safety at Work of Kozloduy NPP EAD;

. Policy on Business and Finance Management of Kozloduy NPP EAD;

. Policy on Training and Qualification Kozloduy NPP EAD personnel;

. Policy on Fire Safety Management of Kozloduy NPP EAD;

. Policy on Hluman Resource Safety Management of Kozloduy NPP EAD;

The policies reflect the top management commitment to achieve the specific objectives in these
areas, they indicate the approach and the implemented principles for achieving the objectives, and they
express the management pursuit of constant improvement.

In order to achieve the objectives, 2 Management System (MS) was established at Kozloduy NPP
EAD which intcgrates all management aspects and ensutes consistency in the implementation of
requirements for safety, health and safety at work, environment, security, quality and economy, so as to
guarantee that safety is the top priority.

Environmental issues

The management has declaced its top priority in its Policy statement, namely - nuclear safety and
radiological protection at stable operation of the nuclear facilities throughout their operating life, in
compliance with the licenses, issued by the supervisory bodies. Kozloduy NPP management assigns
paramount priority to safety prior to all other activities, and commits to constaatly improve safety and to
stimulate the staff to demonstrate responsible and questioning attitude towards the work performed,
while observing the safety principles,

The organizational measures, technical requirements, allocation of xesponsibilities and delegation
of authorities required to ensure the optimum level of safety are secured in order to maintain the
nccessary safety level,

The plant observes all the safety standards applicable for radioactive waste management and
spent nuclear fuel management (SNF). SNF is stored in special by-the-reactor pools, and in the on-site
Spent Nuclear Fuel Storage Facility and Dry Spent Nuclear Fuel Storage Facility.

RAW safe management is implemented at Kozloduy NPP EAD in compliance with the national
policy and the Strategy for SNF and RAW management until 2030, and the Integrated Programme for
management of RAW generated by Kozloduy NPP EAD. The main purpose is to approach RAW in a
way that secures protection of human health and the eavironment now and in the future, without leaving
a heavy burden in this area to the future generations. RAW management at each of the stages
implemented by Kozloduy NPP EAD should allow satisfying the criteria for their transfer to SE RAW, ot
the criteria for the end product acceptability, approved in the BNRA normative documents, The activities
related to RAW handling are pesformed in accordance with approved procedures, whose underlying goal
is ensuring safety during their management. The RAW management process at Kozloduy NPP is carried
out by trained personnel, who maintain and enhance their qualification on an annual basis, The RAW
management programmes and instructions are updated periodically, taking into account the good

practices of the international experience and the recommendations of the control bodies, and also in
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compliance with the normative requirements on radiological protection and environmental protection.
The RAW management activities are reported pursuant to the licensing provisions of Units 5 and 6 and
the WSF licenses.

In the operation of the nuclear the plant management implements the principles of radiological
protection, defined by the Regulation on Basic Norms of Radiation Protection, and GSR part 3 of the
IAEA, as well as the ALARA principle (as low as reasonably achievable personnel exposure). The
collective dose of the personnel and the contractors' staff who have worked in the Radiologically
Controlled Area of Kozloduy NPP EAD in 2017 is within the framework of the planned values.

The plant radiological environmental monitoring is specified in Kozloduy NPP EAD long-term
program for radioccological monitoring. An effective and reliable radioecological monitoring during
Kozloduy NPP EAD operation is ensured with the putpose of accurately and clearly determining the
environmental radiation parameters, establishing the compliance of the actual radiclogical status with the
legislation in force in the Republic of Bulgaria in this area, assessment of the changes and trends in the
radiation conditions around Kozloduy NPP EAD. Thete are no deviations of the radiological indicators
above the admissible levels in 2017. The results achieved in show that the equivalent dose rate of gamma-
radiation vades within the limits of the natural background radiation (0.05+0.15)uSv/h. The values,
measured along the industrial site fence and in the settlements within the 100 km zone, are fully
comparable,

The Company Management places high pdority to protection of people’s health and the
environment from adverse effects associated with the activities implemented at Kozloduy NPP EAD site,
As a nuclear facilities operator, Kozloduy NPP EAD performs continuous, systematic and overall
monitoring of activities, products and services that have a negative impact on environment and health of
the public in non-radiological aspect. The Environment Management Policy is targeted at achieving goals
related to the protection of atmosphere and the purity of the atmospheric air, protection and
management of waters in the region, safe management, minimizing and utilizing the non-radioactive
waste, encrgy efficiency and assessment of the impact of used raw materials and materals on the
environment, and last but not least, minimizing the risk of exposure to environmental damages and
incidents.

Greenhouse gas emissions are formed in the atmosphere as 2 consequence of the operation of
diesel-generators and diesel-pumps, designed to provide emergency power supply of Kozloduy NPP
safety systems. These facilities are kept in "hot standby" and arc periodically tested. Kozloduy NPP EAD
has a greenhouse gas emissions permit No. 143-H2/2013 issued for the operation of these systems, The
total amount of CO2 formed in 2017 pursuant to the Company's verified report, is 439 tons, Compared
to the conventional TPPs using coal, in the year 2017 Kozloduy NPP has spared the adverse impact of
emissions of about 18.3 min tons of CO2, about 54 thousand tons of SO2, 22 tons of NOx, and 3

thousand tons of dust containing natural radioactivity.
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For its operation the Company uses sucface watess from the Danube river and underground
waters, About 99.7% of the water used is for cooling. The other 0.3% is used for the production of
demineralized water required for the production process. The cooling waters are returned to the Danube
river without any changes to their chemistry. The waste water generated by the Company's activity is
treated in specially designed and erected treatment faciliies - neutralization pits and sludge and oil
retainer. The residential waste water is treated in 2 water purifying complex. Kozloduy NPP EAD
petforms constant monitoring on the quality of waste water in order to establish to what degree it has
been affected. In addition to the compulsory monitoring stipulated by the permits for use of water facility
to discharge waste water, the Company performs also extended internal plant control. The results of the
performed control of the waste water discharged in the Danube river show that the do not differ in terms
of quality from those of the water taken to the plant. The values of the individual monitored indicators
ace considerably lower than the individual emission limits as stipulated in the permits for use of water

facility to discharge waste water.

Kozloduy NPP EAD has introduced and uses a separate waste collection and management
system, and the whole staff are familiar with it. The waste generated by the activity aze collected on sites
(stoxage facilities), where they are sorted and prepared to be transferred for subsequent safe reuse or
decontamination. Reusable domestic waste, such as paper (carton), plastic, metal and glass packages, are
also collected separately in coloured waste bins specially located in the Company buildings. All separatcly
collected wastes are transferred for subsequent reuse or decontamination to specialized companies
holding the necessary permits in compliance with the Waste Management Act. Non-rensable and non-
hazardous domestic and industrial wastes, gencrated by the Company's activity, are disposed at the plant
Landfi] for non-radioactive municipal and industrial wastes, that has been operated by Kozloduy NPP
EAD since 2000.

One of the significant objectives of Kozloduy NPP EAD management is to develop the
Company in the area of enerpy cfficiency, resulting from the national and the European legislation, by
conducting active policy aimed at reasonable usc of energy, cnergy and water resources. A major priority
for Kozloduy NPP EAD management is to achieve a continuous trend for improving the enerpy
consumption indicators in the long-term, as an additional tool for improving the plant's financial position.
In order to achieve this objective the management implements an Energy Efficiency Increase
Programme, by carrying out energy efficient measutes and constant energy monitoring of energy
consumption, and undertaking remedial measures. All the activities described above lead to direct
improvement of air quality through seduction of the quantities of greenhouse gas and fine dust particles
released by the local heat generation plants, and the possibility increasingly more citizens of the Republic
of Bulgada to use clean and cheap encrgy.
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Social issues and personnel related issues

The management belicves that Kozloduy NPP EAD employees ate of key importance for the
development of the activity and for accomplishing the general corporate goals, therefore it pays pasticular
attention to developing a general strategy and management policy for human resources.

As at the end of 2017 the Company employs 3,715 workers and cmployees, 1/3 of which are
women. Women occupy both higher operative and higher management positions in the Company. About
24% of the managing positions are taken by women, and at the 1st and 2nd management level the share
of women is 29%.

Kozloduy NPP EAD applies a professional recruitment system when employing new workers; its
decision for recmitment are based on educational and qualification requitements, psychological teaits,
medical indications for working in ionizing radiation eavironment, regardless of nationality or ethnic
belonging, age, sex, race, religion, origin, sexual and political orentation, family status and physical
disabilities, exclusive of the case when, as a consequence of the work nature, sex, age and health
condition, respectively, are a substantal element.

Equal rights and opportunities for work, development and career promotion ate provided,
depending solely on the initiative, professional qualification, experience gained and personal qualities of
the employces, as well as their pecformance results. Among the employees promoted to higher positions
in 2017, 24% are women,

Personnel recruitment will continue to be performed through a professional recruitment system,
observing the educational and qualification degree, and other requirements, as defined in the job
descriptions, in compliance with the licensing provisions.

The Company ensures conditions for full-time employment of workers and employees under
employment contract. Short-term employment contracts are signed annually for a short period of time,
for the implementation of seasonal works, such as snow removal - in winter, and for attending the
recreational centres - in summer time, as well as for substitution of absent workers/employees,

The Employer's responsibility to ensure the required technical provisions, facilitics, raw materials,
materials, energy, tools, working clothes, personal protective means, etc., and sufficient conditions to
ensure normal performance of employment duties, is guaranteed by the collective labour agreement.

It is forbidden to appoint persons under the age of 18 (art.8, para.2, .2 of Regulation No, 6 dated
24,07.2006 on the terms and conditions for issuing work permits to persons under the age of 18 years
old).

Prior to admitting newcomers to the work place, they all undergo a compulsory introduction
course - Introduction to the NPP, which makes them familiar with the site access procedure, safety at
work, radiological protection, fire safety, first medical aid, general mles to act in case of accident, and
safety culture,

For the purposes of the conducted tramspatent policy on selection, recruitment and

reappointment of personnel, the Employer uses information displays /boards/ and the internal
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information system to announce the vacancies, application requirements, as well as the results of each
recruitment stage.

Kozloduy NPP EAD is a company with social responsibility. The Employer undertakes in the
Plant interior regulations to create conditions and to assist the trade union organizations to carry out their
activity, and for the personnel - to exercise public or trade union activity, without this being a hindrance
to the pecformance of their duties.

The Trade Union organizations at Kozloduy NPP EAD and the Company's Management have
concluded a Coliective Labour Agreement which settles the employment, insurance, and social and living
relations, which have not been settled by the imperative provisions of the law, and ensures that the
Employer respects his commitments to ensure the personnel rights.

Pursuant to the Collective Labour Agreement, the Employer undertakes not to impede workers
and employees from exercising their rghts or from using social benefits, not to dismiss nor impose
disciplinary sanctions by reason of membership in a trade union organization,

In pursue of his commitments under the Collective Labour Agreement, upon written request by
a trade union organization the Employer presents information on the financial and economie position of
the Company, pursuant to the rules in force.

In order to ensure that the workers/employees xights are respected, the trade union otganizations
take part in the preparation of the Plant interior regnlations and the Plant regulations on salasies.
Representatives of the trade union organizations are involved in the commission for allocating service
accommodation, the committee on work conditions, committee on labonr readjustment. A Medicine and
Assistance Committee was sct up as a consultative body of the employer, with representatives of the trade
unions, This Committee supports the decision making on the expenditure of a portion of the Cultural and
Amenity Services Fund for workers/employees with health issues.

Based on Regulation No.11 dated 21.12.2005 on determining the terms and procedure for
ensuring free food and/or supplements to it, the workers in jonizing radiation eavironment are provided
with frec food and/ot supplements to it, and for the off-site staff the means for cheaper food are secured
by the Cultural and Amenity Service Fund.

'The Company worker and employees are provided with additional voluatary retiremnent sacial
insurance,

The Work Conditions Committee has defined 186 job positions in the staff establishment plan of
the Company, whete the workers and employers occupying these positions are subject to compulsory
insurance, pursuant to the Regulation on compulsory insurance of worker and employees against the
“industrdal accident” risk. The management team target its efforts at maintaining health and safe work
conditions,

The Occupational Medical Centre, which forms part of the Company organizational structure,
pecforms medical certification, prophylaxis examinations, health servicing and 24 hour reliable urgent

medical assistance to the Company staff. It performs activities related to ensuring health and safety at
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work to the Company personnel, as well as developing and participation in the implementation of
measures to remove and reduce the health and safety at work risk.

A wide range of social and cultural activities are carried out, with care to the health prophylaxis,
recreation of full value and cultural life of the Company employees, namely: the workers and employees
are provided with opportunities for recovery in a health and recreation centre, access to sports and
remedy and physiotherapy complex on the territory of the town of Kozloduy, ctc,; the Power Engineess
Cultural Centre is a place where vacious cultural and education forms and programmes are carried out for
full-fledged satisfaction of the cultural needs of the Company's employees and their families; an
opportunity is provided for acquiring skills in the organized cducational forms of arts and language
courses; the plant employees are encouraged and supported in their creative activity.

The operation of the NPP is carried out by a sufficient number of qualified staff who know and
understand the design bases, safety analyses, design and operational documents of the power unit for all
operating states and emergency conditions.

The activities in nuclear facilities related to ensuring and contrel of nuclear safety and radiation
protection are carried out by qualified people, who ase licensed under the procedure of the Regulation on
the terms and procedure for obtaining of vocational qualification and on the procedure for issuing of
licenses for specialised training and of individual licenses for use of nuclear power.

The Employer cnsures, at his own cxpense, conditions for preparation and vocational
qualification of its workers and employees in case of job cuts/creation, generation and activities, as and
when the work technology changes.

A staff training and qualification system was set up, in compliance with the international
standards and the national xequiremnents, which is an integral part of Kozloduy NPP management system.
The Plant has its own Training Centre, which provides conditions for conducting specialized training,
disposing of a full scope simulator for VVER-1000 reactor units. Compulsory initial training and
continuous specialized training for activities in nuclear faciliies and activities with ionizing radiation
sources are conducted at the Company. The scope, topics, forms and sequence of the training are defined
in training programmes, training time schedules, initial and continuous training programmes for the full
scope simulator, and training requests,

The provisions of the Labour Code, which stipulate that in case of restructuring of the company,
or part of it, when the activities are ceded or wansferred to another enterprise, including transfer of
tangible asscts, the employment relationships with the workers and employees, affected by the change of
ownership or patt of it, shall be preserved under the provisions of art. 123 and art. 1232 of the Labour
Code, are respected.

The payment of the Inbour is stipulated in the Plant Rules on Salaries, which create organization
for cffective management of labour payment at Kozloduy NPP, and insure prevention of discrimination

or unequal treatment of workess and employees when determining their individual work remuncrations.
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These rules define the issues related to the Jabour payment system, accounting of the work time,
minimum salary for the Company, minimum base work salaties according to the positions, types of
additional labour remunerations,

The labour payment system at Kozloduy NPP EAD is based on the time worked and the quality
of the pecformance, i.e. the amount of the main salary is closely dependent on the duration of the work,
as a quantitative measure of the labour input by the worker or employee, and a premium, depending on
the quality of the performed work. The main monthly salary is remuneration for the performance of the
defined labour tasks, duties and responsibilities that ace inherent to the respective wotk place or job
position, in compliance with the adopted standards for the amount and quality of work and the duration
of the performed work, The following are taken into account in the assessment of the work place:
relationship to nuclear and radiation safety, functions related to licensing under the SUNEA, complexity
of work, responsibility of labour, labour heaviness, environmental parameters.

The amount of the main monthly salary of workers and employees is contracted in an individual
employment contract between the parties which are in employment relations.

An annual individual performance assessment of the Company personnel is used to determine
the specific needs of each worker or employee for enhancement of his/her professional or personal
competence, improvement of working relations, as well a5 for creating conditions for implementing fair
and transparent procedures for professional and career promotion,

Health and safety at work

The policy pursued by Kozloduy NPP Management is dedicated to strict compliance with the
requirements of effective laws and regulations on occupational health and safety in the Republic of
Bulgaria. In this regard, the main objectives are related to protecting life, safety and working capacity of
Kozloduy NPP employees, preserving the health of the staff and the population when implementing
activities related to nuclear energy use, eliminating or restricting as far as possible the existing risks in the
production process, adopting and implementing decision to carcy out legal, socio-economic,
organizational and technical, sanitary and hygiene, healing and prophylaxis measures, targeted at ensuring
health and safety at work.

Maintaining health and safety at work in compliance with the requirements of the legislation in
force in the country is a management practice in the Company, with the active involvement of the
employees. Preserving the staff life, health and working capacity n their labour activity is one of the
Company's major goals. A complex of otganizational and technical measures was introduced in order to
ensure safe working environment, and also collective and personal protective equipment are provided,
which prevent the action of hazardous industdal factors on the workers. The working environment
factors are pedodically measured, and the work specific risks are assessed with the pucpose of successfully
climinating or restricting the risks to the workers' health and safety, The workers are informed on the

potential risks and the measures undertaken.
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For the safe and healthy implementation of the labour process, it is of particular importance for
the participants in this process to be completely familiar with their rights, obligations and responsibilities.
With this regard, the workers are continuously informed, provided with safe operation instructions, good
practice examples, pre-job briefs and trainings, as well as an opportunity to enhance their qualification.

All the workers are ensured sanitary and medical service, reduced working hours, regulated hours
of labour and rest, free food, and for the workerss in higher risk - Industrial accident risk insurance.

There were no industrial accidents with the Company cmployees in 2017, The industrial
accidents indicators permaneatly maintain low values, For 2017 the industrial accident ate at Kozloduy
NPP EAD is 0.33 - considerably lower value than the mean values for the sector, which is 1.22, and the
mean for the country - 0,67.

Human Rights Issucs

Kozloduy NPP EAD is 2 member of the UN Global Compact dated 30.03.2012. As a Member
of the network it commits to observe the ten principles of the Global Compact, aimed at implementation
of responsible business practices in the field of human rights, labour standards, eavironmental protection
and anti-corruption, Kozloduy NPP published = Progress report on an annual basis,

As of 2013 the Company has introduced a Code of Ethics which defines the expected behaviour
of Kozloduy NPP EAD employcees on the basis of the Company general values when implementing the
UN Global Compact universal principles,

The Code of Ethics is aimed at developing organizational culture which contributes to
strengthening the Company's good reputaton as a leader among the business organizations, 2s well as to
increasing public trust in the professionalism and the ethics of Kozloduy NPP EAD personnel.

The Code of Ethics is a document describing the moral-ethical norms and rules which add to the
existing internal documents, and contribute to the personal judgement and responsibility of the people
working at the nuclear power plant when carrying out their professional duties. The Plant's pussit is to
turn these principles into a part of the steategy, culture and everyday activity of the Company. The Code
of Ethies is based on the following underlying values: safety first, striving to improve and master new
knowledge, personal responsibility at work, commitment, mutual respect and recognition.

The Code of Ethics is published in the internal information system and on the Company intranet
site, and it js expected to be respected also by the contractors' personnel, working on Kozloduy NPP
EAD site,

With the signed Collective Labour Agreement and the Plant Interior Regulations, the Employer
commits to respond to written applications, requests and wamnings /complaints/ filed by the workers
within one month.

The established internal information system is past of the Management communication policy,
and the "Opinions"and "Question of the Weck"sections provide an opportunity for the staff to ask
questions, to state their opinions, and to reccive answers by the higher management to vartous

employment, social and other questions.
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Anti-corruption and anti-bribery issues

As part of the Bulgadan Energy Holding EAD, the Company applics the Sectoral Ani-
Corruption Plan in Energy. This plan fusther develops and specifies the priority areas for prevention of
and counteraction to corruption in the energy section, cnsuring transparent management and
accountability in the activity of the Ministcy of Energy and in the trading companies in which the state
holds over 50 % share in the equity.

The Corruption Prevention and Counteraction section was set up in order to implement the
measures contained in the plan. Its main activity is applying anti-corruption procedures and mechanisms
for checking, monitoring and reporting, with the purpose of ensuring transparent management and
accountzbility, preventing cormptive practices and increasing public trust in the Company
professionalism and ethics.

The mechanisms used by the Company for whistle-blowing on breaches, corruption and/or
conflict of interests, are: via a mailbox placed at the entrance of the Management administeative building
at Kozloduy NPP EAD, via the e-mail on the following address: signal@npp.bg, and the hotline: +359
973 76262.

These alerts are examined applying the principle of information confidentiality and protection of
the whistleblowers' anonymity. An administcative procedure has been also worked out for the tegistration
and work on the corruption and/or conflict of intexest alexts, and for protection of whistleblowers.

As of today, there are no alerts on cormuption and/or conflict of interests in the Company, and
no cases of corruption/corruption practices have been identified.

Petspectives regarding envitonmental and social policies,

Kozloduy NPP EAD will continue to work actively in the area of environmental protection in alt
its aspects. The actions, undertaken to maintain and enhance safety of operations within the Company
will be carried out in the following directions: nuclear safety, operating esperience, radiological protection,
emergency preparedness, radioactive waste management, radioccological monitoring, non-radiological
monitoring and envitonmental protection.

Kozloduy NPP EAD implements a programme for maintaining and enhancing safety for the
period 2017-2019 developed in compliance with the provisions of the Safe Use of Nuclear Energy Act
(SUNEA), the Strategy for SNF and RAW management until 2030 of the Republic of Bulgaria, Vienna
Convention and the sublegislative normative acts. The implementation of the measure of contained in the
programme aims to enahnee safety of nuclear facilities, in compliance with the regulatory requirements,
international requirements and the operating experience, ensuring adequate reliability of barriess. Every
year, a new three-year programme for maintaining and increasing of safety is issued in order to achicve
information update and provide continuous control on the measures progress.

Nuclear safety enhancement and radiological protection programmes are implemented for Units

5 and 6 on the basis of the results of the reassessment of safety and 2 programme for implementation of
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measures to improve safety of spent fuel storage facility, pursuant to the licensing provisions of the
operating licenses.

The implementation of the corrective measures resulting from the "steess tests”" carried out to
reassess the safety margins, pursuant to the European Commission requirements following the nuclear
accident at Pukushima NPP, will continue.

A programme for increasing the safety culture at the power plant is ongoing, The activities for
increasing the safety culture, foreseen in the programme, are directly related to the improvement of
human performance, employees' motivation, creating an creating a non-punitive environment, and
reporting of low level eveats and near misses, assessment of the individual pecformance and career
development, staff training and qualification.

The Company will continue to implement the Plan for the staff required for key positions at
Kozloduy NPP EADfor the period from 2017 to 2027, with the purpose of ensuring timely preparation
of a pipeline of employees prepared to take key positions in the Company, to ensure safe ad long-teem
operation of the nuclear facilities.

The Company Management does not consider that there are significant risks regarding the

enviconmental and social policies.

Ivan Andresv

CEQ
Kozloduy NPP
town of Kozlo u)s%
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INDEPENDENT AUDITOR’S REPORT
TO THE SOLE SHAREHOLDER OF
NPP KOZLODUY EAD

Report on the Audit of the Separate Financial Statements
Qualified Opinion

We have andited the separate financial statements of NPP KOZLODUY EAD (the Company),
which comprise the separate statement of financial position as at 31 December 2017, and the
separate statement of profit or loss and other comprehensive income, separate statement of
changes in equity and separate statement of cash flows for the year then ended, and notes to
the separate financial statements, including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter, described in the Basis for Qualified
Opinion section of our report the accompanying separate financial statements present fairly,
in all material respects, the financial position of the Company as at 31 December 2017, and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards (IFRSs) as adopted by the European Union (EU).

Basis for Qualified Opinion

As is disclosed in Note 4.24.8 Provisions - Provision for decommissioning nuclear facilities of
the separate financial statements as at 31 December 2017, out of Company activity arises the
necessity to provide for future expenses for the decommissioning of nuclear facilities.
According to the legislation currently in force and other international agreements, portion of
these expenses could be assumed by national and international funds. In accordance with the
requirements of 1AS 37 Provisions, Contingent Liabilities and Contingent Assets, the Company
should recognise provisions for decommissioning of nuclear facilities and a separate asset for
its right to receive reimbursements in the event the asset's value can be reliably determined.
We were not provided with an assessment of these future expenses and any related
reimbursements. Consequently, we were not able to become convinced with reasonable
assurance about assessment of provisions and related receivables as at 31 December 2017.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Separate Financial Statements section of our report. We are independent of
the Company in accordance with the International Ethics Standards Board for Accountants’

inspired Around the World 1
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Code of Ethics for Professional Accountants (IESBA Code) together with the ethical
requirements of the Independent Financial Audit Act (IFAA) that are relevant to our audit of
the separate financial statements in Bulgaria, and we have fulfilled our other ethical
responsibilities in accordance with the requirements of the IFAA and the IESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our qualified opinion.

Emphasis of matter

We draw attention to Note 5 Property, plant and equipment of the separate financial
statements, where it is disclosed that as at 30 June 2015 the Company carried out a fair value
review of property, plant and equipment according its accounting policy, using independent
licensed appraiser. The specifics of the Company's assets and the dynamic economic
environment in the energy sector, where it operates, could lead to variations in the
assumptions and estimates used in determining the fair value of these property, plant and
equipment.

Our opinion is not modified in respect of this matter.

Information Other than the Separate Financial Statements and Auditor's Report
Thereon

Management is responsible for the other information. The other information, comprises the
management report including non-financial statement, prepared by management in
accordance with Chapter Seven of the Accountancy Act, but does not include the separate
financial statements and our auditor’s report thereon.

Our opinion on the separate financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon, unless and to the extent
explicitly specified in our report.

In connection with our audit of the separate financial statements, our responsibility is to read
the other information and, in doing so, consider whether the other information is materially
inconsistent with the separate financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to
report that fact.

As described in the Basis for Qualified Opinion section, we were unable to obtain sufficient and
appropriate audit evidence about the assessment of provision for decommissioning of nuclear
facilities and the related receivables of the Company as at 31 December 2017. Accordingly, we
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were unable to conclude whether or not the other information is materially misstated with
regard to financial indexes and respective disclosures referring to these matters,

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the separate financial statements of the current period. These
matters were addressed in the context of our audit of the separate financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on
these matters. Except for the matter, described in the Basis for Qualified Opinion section, we
have determined that there are no other key audit matters to communicate in our auditor's
report.

Responsibilities of Management and Those Charged with Governance for the Separate
Financial Statements

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

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

Those charged with governance are responsible for overseeing the Company's financial
reporting process.

Auditor’s Responsibilities for the Audit of the Separate Financial Statements

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

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

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

— Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management,

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

-—— Evaluate the overall presentation, structure and content of the separate financial
statements, including the disclosure » and whether the separate financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation,

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

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to Communicate with them ajl
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicabie, related safeguards.
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From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the separate financial statements of the
current period and are therefore the key audit matters, We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication,

Report on Other Legal and Regulatory Requirements
Additional Matters to be Reported under the Accountancy Act

In addition to our responsibilities and reporting in accordance with ISAs, described above in
the Information Other than the Separate Financial Statements and Auditor’s Report Thereon
section, in relation to the management report and the non-financial statement, we have also
performed the procedures added to those required under ISAs in accordance with “Guidelines
about new and expanded auditor’s reports and communications from the auditor’s side” of the
professional organisation of certified public accountants and registered auditors in Bulgaria, i.e.
the Institute of Certified Public Accountants (ICPA). These procedures refer to testing the
existence, form and content of this other information to assist us in forming opinions about
whether the other information includes the disclosures and reporting provided for in Chapter
Seven of the Accountancy Act and in the Public Offering of Securities Act {Art. 100m,
paragraph 7 (2) of the POSA), applicable in Bulgaria.

Opinion in connection with Art. 37, paragraph 6 of the Accountancy Act
Based on the procedures performed, our opinion is that:

a) The information included in the management report referring to the financial year for
which the separate financial statements have been prepared is consistent with those
separate financial statements, over which we expressed qualified opinion in the Report on
the Audit of the Separate Financial Statements section above,

b) The management report has been prepared in accordance with the requirements of
Chapter Seven of the Accountancy Act and of Art. 100(m), paragraph 7 (2) of the Public
Offering of Securities Act.

¢) The non-financial statement referring to the financial year for which the separate financial
statements have been prepared is provided and prepared in accordance with the
requirements of Chapter Seven of the Accountancy Act.
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Reporting in accordance with Art. 10 of Regulation (EU) No 537/2014 in connection with
the requirements of Art. 59 of the Independent Financial Audit Act

In accordance with the requirements of the Independent Financial Audit Act in connection
with Art. 10 of Regulation (EU) No 537/2014, we hereby additionally report the information
stated below,

— Audit firm HLB Bulgaria 00D was appointed as a statutory auditor of the separate
financial statements of KOZLODUY NPP EAD for the year ended 31 December 2017 by the
Minutes Ne E-P/I-21-41 of the Minister of Energy dated from 10 July 2015 for a period of
three years,

— The audit of the separate financial statements of the Company for the year ended 31
December 2017 represents third total uninterrupted statutory audit engagement for that
entity carried out by us.

— We hereby confirm that the audit opinion expressed by us is consistent with the
additional report, provided to Company’s audit committee, in compliance with the
requirements of Art. 60 of the Independent Financial Audit Act.

— We hereby confirm that we have not provided the prohibited non-audit services referred
to in Art, 64 of the Independent Financial Audit Act.

— We hereby confirm that in conducting the audit we have remained independent of the
Company.

Audit firm
HLB BULGARIA Q0D

Manager:

Milena Hristova

Registered auditor, responsible for the audlﬁ

Vaska Gelina

29 March 2018
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Separate Statement of Financial Position

Note 31 December 2017 31 December 2016

Assets BGN ‘000 BGIN ‘000

Non-current assets

Property, plant and equipment 5 2,657,603 2,759,914
Intangible assets 6 11,170 5,908
Investment properties 7 4,095 4,059
Investments in subsidiacies 8 15,161 15,161
Loans granted to related partics 31.2 12,740 14,940
Related parties receivables 311 23,039 -
Non-current trade and other receivables 9 5,123 -
Available-for-sale financial assets 10 232 232
Non-current assets 2,729,163 2,800,214
Cutzent assets

Nuelear Fuel 12 235443 224,810
Inventories 13 58,762 60,320
Trade and other receivables 14 37,372 57,983
Loans granted to related pardes 31.2 2,374 2,352
Related parties receivables 311 155,425 119,459
Income tax receivable - 516
Cash and cash equivalents 15 178,211 76,018
Current assets 667,587 541,458
Total assets 3,396,750 3,341,672
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Sepatate Statement of Financial Position (continued)

Equity and labilities

Equity

Share eapital

Statutory reserves

Revaluation reserve of non-financial
assets

Reserve from remeasurements of
defined benefit plans

Other reserves

Retained earnings

Total equity

Liahilities

Non-cutrent liabilities

Loans

Retained amounts under
construction contracts

Financing

Liabilities for retitement cmployee
benefits

Deferred tax linbilities
Non-current linbilities

Current lighilites

Trade and other payables
Related parties payables

Loans

Financing

Retained amounts under
constriuction contracts

Liabilities for retirement cmployce
benefits

Spent nuclear fuel provision and
others

Income tax payable

Current liabilities

Total liabilities

Total equity and liabilities ﬁ'

T

Compiled by:
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Compiled on 21 March 2018

The financial statements were authorised for issue by a
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The accompanying notes, pages 7 to 54, form an integral p
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Note 31 December 2017 31 December 2016
BGIN '000 BGN 000
17.1 244,585 236,165
17.2 19,785 19,649
17.3 1,384,245 1,385,591
(35,095) (30,524)
17.4 984,126 084,126
123,827 13,750
2,721,473 2,608,757
18 66,132 105,004
19 159 87
20 179,950 185,509
21 49,752 44,073
11 177,558 182,494
473,551 517,167
22 131,234 124,302
311 2,079 1,051
18 40,056 44,268
20 6,054 6,036
19 5,034 3,522
21 8,333 6,627
668 20,942
1,268 -
201,726 215,748
675,277 732,915
, 3,396,750 3,341,672

CEO: Ay TN

c’licm nLoE the” Bom&Lo Directors dated 21
A\ K

art’ o.t; tho eseparate financial statements,

Sronfs

®uHaHcos omer,

L (Shpxy KOATO cMe wagang CAWTOPCKU
igrered anditarTUPBAGHIRTSE the audit

29, 03. 2018

s 1

En Bu Ebnrapmn 00
HLB Bulgaria Lid,

3"npa!a|m=.‘n\;4

PericTpipan opurop /.

J’\



KOZLODUY NPP EAD
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Separate Statement of Profit ot Loss and Othet Comprehensive
Income for the year ended 31 Decembet

Note 2017 2016
BGN ‘000 BGN ‘000

Revenue from electricity sales 909,712 809,553
Revenue from thermal energy sales 2,138 2,010
Revenue from sales of production 23 911,850 811,563
Revenue from financing 5,615 3,744
Income from sale of secvices, goods and other sales 24 12,933 23,772
Cost of matetials 25 (145,770) (147,492)
Hired services costs 26 (120,828) (174,594)
Employee benefits expenses 27 (204,479) (190,309)
Depreciation and amortization 50 (191,378) (178,841)
Other costs 28 (141,276) (133,240)
Change in work in progress 3,244 (10,266)
Acquisition of machinery, plant and equipment on free
market commercial basis 882 6t
Profit from operating activity 130,793 4,398
Financial costs 29 (3,532) (4,271)
Financial income 29 2,866 1,018
Profit before tax 130,127 1,145
Income tax income/(expense) 30 (12,430) 214
Profit for the year from continuing operations 117,697 1,359
Profit for the year from discontinued operations 16 202 -
Profit for the year 117,899 1,359
Other comprehensive income:
Items that will not be reclassified subsequently to profit or loss:
Remeasurement of defined bencfit plans liabilities 21 (5,079) (11,824)
Revaluation of non-financial assets 5 - (22)
Income tax related to items not reclassified
subsequently to profit or loss L} 508 1,184
Other comprehensive income/ (loss) for the year,
net income frtom tax (4,571) (10,662)
Total comprehensive income/ (logs) for the year y, 113,328 {9,303)
Compiled by: r’;‘/%_' ~
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Separate Cash Flows Statement for the yeat, ended 31 Decembet

Note 2017 2016
BGN ‘000 BGN ‘000
Operating activity
Proceeds from clients 1,008,644 855,829
Payments to supplicts (299,882) (321,507)
Payments to personnel and social security institutions (191,548) (185,103)
Payments to fees, commissions, and the like 27 (36)
Payments to the RAW, NFD, and ESS Funds (138,971) (124,895)
(Payments to)/receipts from income tax (15,437} (5,096)
Cash flows related to other tax and payments to the
state budget (115,190) (97,138)
Cash flows related to insurance policies (15,298) {9,876)
Other cash flows from operating activities 18,392 45411
Net cash flows from continuing operations 250,683 157,589
Net cash flows from discontinued operations 16 (9,517) -
Net cash flows from operating activity 241,166 157,589
Investing activity
Purchase of propesty, plant and equipment (96,858) (127,967
Proceeds from sale of property, plant, and equipment 14 3
Proceeds from loans 31.2 2,150 2,634
Interest received 31.2 422 475
Dividends received 1,028 529
Net cash flows from investing activity (93,244) {124,326)
Financing activity
Repayments of loans {42,784) (44,251)
Interest paid (2,334) (2,845)
Dividends paid (611) -
Net cash flows from financing activity (45,729) (47,096)
Net change in cash and ¢ash equivalents 102,193 {13,833)
Cash and eash equivalents at the beginning of the year 76,018 89,851
Cash and cash cquivalents at the end of the year 15 178,211 76,018
Compiled by: . iM/M%/& CEO: :
/Margarita Mankovd/ F ;/,I{ran .A”r{dreqv/
Tt . .’.

Compiled on 21 March 2018 [ (‘ B ' }
The financial statements were authorised for issue by 2 dcclsn:m, okthe Bo-u:d ot Di cctors dated 21 March
2018, N ¢
The accompanying notes, pages 7 to 54, form an integral part of aiesc\ﬁg?a\__ynancial statements,
Audit firm
HLB Bulgaria OOD —
Milena Hristova @unarcon oruer,
Manager r répsiblerfoesbaanditg opropciy

ROKN2A © para;

29, 03, 2018

=h B Bunrapua” 00N
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Notes to the Separate Financial Statements
1. Principal activitics

Kozloduy NPP EAD (the Company) is a joint stock company, established by virtue of Decision No 582
from 2000 of Vratsa Distrdct Court. The Company is registered in the town of Kozloduy 3321, Vratsa
District, Bulgaria. 3321. The Company was established as 1 joint stock company on 28 April 2000 with a sole
owner - the Republic of Bulgariz through spin-off from ‘Natsionalna Elektricheska Kompania' EAD (NEK
EAD). In accordance with the Separation Protacol of Kozloduy NPP branch and GUP Atomenergoinvest,
Kozloduy compiled and based on the available accouating records dated 28 April 2000, the company is legal
successor of the respective portion of the assets and liabilities of NEK EAD, Sofia. (DEL) Separation
Protacol of Kozloduy NPP branch and GUP Atomenergoinvest (DEL) (DEL) Kozloduy compiled and
based on the available accounting xecords dated 28 April 2000 (DEL). As of 18.09.2008 the rights of sole
sharcholder of the Company are executed by the Ministry of Economy and Energy through the incorporated
Bulgarian Energy Holding EAD.

The financial year of the Company ends on 31 December.

The principal activity of the Company includes use of nuclear encrgy to generate electrical and thermal
power,

Bulgacian Energy Holding EAD is the sole owner of the Company share capital as of 31 December 2017.
The Company's ultiate owner is the Republic of Bulgaria through the Ministry of Encrgy.

The Company has 2 one-tier management system and is managed by 2 Board of Directors with the following
members as of 31 December 2017:

- Zhaklen Yosif I{oen - Chaitman
- Ivan Todorov Andreev - Member
- Ivan Todorov Yonchev - Member

As of 31 December 2017, the Company is represented by the CEQ - Ivan Andreev,

As of 31 December 2017, the number of the staff employed by the Company under employment contracts is
3,716. (31 December 2016 3,658).

2, Basis for the prepatation of the Separate Financial Statements

The Scparate Financial Statements of the Company have been prepared in accordance with the International
Financial Reporting Standards (IFRS) as developed and issued by the International Accounting Standards
Board (LASB), adopted by the European Union (EU).

The Separate Financial Statements arc presented in Bulgacian leva (BGN) which is the functional currency of
the Company. All amonnts are presented in thousand Bulgarian leva (BGN 000) (including comparative
information) unless otherwise specified.

These financial statements are separate for the Company. The Company also prepares consolidated financial
statements in accordance with the International Financial Reporting Standards (IFRS) as developed and
issued by the International Accounting Standards Board (IASB) and adopted by the European Union (EU),
where investments in subsidiaries are stated in accordance with IFRS 10 'Consolidated Financial Statements".

The Separate Financial Statements ate prepared under the going concern principle.

As of the date of preparation of the current Separate Financial Statements the management has analysed the
Company’s ability to continue to operate as a going concern, taking into account the available information
about the foreseeable future,

As a result of the carried out review of the Company’s activities, the management anticipates that the
Company will have sufficient resoutces to continue its operating activities in the foreseeable futuce and
believes that the going concern principle is appropriate for the preparation of the Scparate Financial
Staterncnts,
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3. Changes in accounting policy

The Company keeps its curtent accounts and prepates its financial statements in accordance with all
International Financial Reporting Standards (IFRS), which comprise: International Financial Reporting
Standards and IFRIC Interpretations adopted by the International Accounting Standards Board (IASB) and
International Accounting Standards and Standing Interpretations Committee (SIC) interpretations approved
by the International Accounting Standards Committee ( TASC), which are adopted by the Evropean Union
(EU) and are in force as of 1 January 2017.

3.1. Standards and interpretadions that came into force on 1 Januaty 2017
These standards and interpretations include:

Amendments to IAS 12 - Income Taxes — Recognition of Deferred ‘Tax Assets for Unrealised Losses -
adopted by EU on 06 November 2017;

This amendment clardfies the accounting for deferred tax assets on unrealized losses from debt instruments
measured at fair value.

Amendments to TAS 7 - Statement of Cash Flows - Disclosuze initiative, adopted by EU on 06 November
2017;

This change is relared to the information provided to users of financial statements that can improve
understanding of the liquidity and financial operations of the Company. The amendment requites additional
disclosures and clarifications to be made regarding changes in the Company's liabilities in relation to:

(2} changes in the financing activities as a result of operations that result in changes in cash flows; or

(b) changes resulting from non-cash transactions such as acquisitions and disposals, interest accruals,
exchange rate differences effects, changes in fair values, and the like.

Since the adoption of these Standards and/or Interpretations, effective for anaual periods beginning on 1
January 2017, there have been no changes in aceounting policies, except some new ones and the extension of
already established disclosures, without leading to changes in the classification or the valuation of the
Company's assets, liabilities and cquity,

Management does not expect new standards and interpretations to have 2 material effect on the separate
financial statements of the Company.

3.2, Standards and Interpretations issued by the IASB and adopted by the EU, which have
not come into effect yet

The following new standards, amendments to standards and interpretations to existing standards have been
issued by the IASB and have been adopted by the EU but have not yet eatered into force and have not been
adopted for earlier application by the Company:

IFRS 9 - Financial Instruments— adopted by the EU on 22 November 2016 (effective for annual periods
beginning on or after 1 January 2018);

In July 2014, the JASB published the final version of IFRS 9 Financial Instruments, which replaced IAS 39
Fivancial Insimments: Recognition and Measuremwent, as well as all previous versions of IFRS 9, IFRS 9 brings
together all three aspects of the accounting for financial instruments: classification and measurement,
impairment and hedge accounting. It cstablishes new principles, rules and criteria for the classification,
valuation and write-off of financial assets and liabilities, including hybrid contracts. IFRS 9 introduces 2
requirement that the classification of financial asscts be made on the basis of the entity's business model for
their management and the characteristics of the contracted cash flows of the respective assets.

IFRS 9 is effective for annual periods beginning on or after 1 January 2018 and its easlier application is
permissible. Except for the hedge accounting, retrospective application is required, but provision of
comparative information is not mandatory. With regards to hedge accounting, the requirements are generally
applied for future periods, with some limited exceptions.

The Company plans to introduce the new standard on the set date of entey into force, and will not recalculate
the comparative information. The Company is in the process of determining the effect of the three aspects of
IFRS 9. The valuation is based on currently available information, which may change if, in 2018 when IFRS 9
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is to be introduced, the Company receives additional, reasonable and supportive information. The Company
does not expect a material effect on its scparate statement of financial position and equity, except for the
effect of applying the impaitment requirements of TFRS 9.

{a) Classification and measurement

The Company does not expect a material effect on its balance sheet or equity as a result of the application of
the IFRS 9 clssification and measurement requirements. It expects to continue to measure the fair value of
all financial assets that are currently measured at fair value.

For the shares held, which are not traded on an active market and for which there are no quotations at
market prices held as 'available for sale, the Company intends to apply the option to present fair value
changes in other comprehensive income. Under the current model the Company has valued these financial
assets according to their cost price. No impairment losses on these investments are recognized in profit or
loss.

Exceptionally, in limited cases, for closed-end companies / companies for which fair value information is
insufficiently up to date or if there is a wide range of possible fair value and cost estimates, the best estimate
of the fair value within this range, the cost of acquisition, could happen to be the appropriate approximate
measurement of the fair value,

Loans, as well as trade and other receivables, aze held for the purpose of receiving the agreed cash flows and
ace expected to result in cash flows representing only principal and interest payments. The Company has
analysed the charactedstics of the contracted cash flows from these instruments and has come to the
conclusion that they all meet the valuation criteria at amortized cost in accordance with IFRS 9. Therefore,
there is no need for reclassification of these instruments.

(B) Impairmens

IFRS 9 requires the Company to account for the expected credit losses on all its debt securities, loans and
trade and other receivables cither on a 12-month basis or over their lifetime. The Company is in the process
of analysing and evaluating the effect of the application of the new impairment model and therefore it can
not provide quantitative information.

(¢} Acoonnting of bedging
The Company does not report hedging,

IFRS 15 - Revenuc from Contracts with Customers - adopted by the EU on 22 September 2016 (effective
for annual periods beginning on or after 1 January 2018);

IFRS 15 replaces 1AS 18 Revenne , TAS 11 Comstruction Contracts and Related Interpretations and introduces a
new revenue recognition model based on control. The Standard introduces 2 comprehensive set of principles,
rules and approaches for recognising, reporting, and disclosing information about the type, amount, period,
and uncertainties associated with income and cash flows arising from contracts with customers. The guiding
principle of the standard is the creation of a five-step model to be applied to revenue deriving from contracts
with customers, wheteby the determination of parameters and timing of revenue are commensurate with
each party's obligation under deal concluded between them,

The introduction of this standard may result in the following changes:

() in the case of complex contracts with tie-in sales of goods and services - a clear distinction shall be made
between the goods and services of each component and the terms of the contract;

{b) likelihood of a change in the moment of recognition of the sale;
(c) increasing the disclosures; and

(d) introduction of additional rules for the recognition of revenue from a certain type of contract - licenses;
consignments; one-off pre-tax charges; guarantees.

The management is in the process of analysing and has now determined that changes in the new standard
would not have a material impact on the values and classification of the Company's assets and liabilities,
opetations and performance with respect to its income from operations and / or receivables insofar as no
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change in the business model is expected or change in the time horizon of transferring control to  the
customers from the services provided by the Company or the reporting of sales of goods.

The Company plans to adopt IFRS 15 using the modified retrospective application for annual petods
beginning on or after January 1, 2018. As a result, the Company will not apply the requirements of IFRS 15
for presenting a comparative period.

(a) Sales of electricity
Usually, in contracts with customess for sale of clectsicity, the sale of the production is the only obligation to

be performed. The Company expects revenue recognition to occur at the moment the control is transferred
to the client:

- at the moment when electricity is delivered through the customer's clectricity and distdbution
networks,

Under these contracts, the adoption of IFRS 15 is not expected to have any impact on the Company's
revenue and profit or loss,

(8) Provision of services

The company provides various services to its clients. Under IFRS 15, revenue will be recognized with the
Company's fulfilment of its obligation and satistying the requirement to transfer the service to the custormer,
In addition, revenue will be recognized for those contracts to the extent that it is probable that there will not
be 2 significant deviation in the amount of the cumulative reveaues. Based on the valuation carried out by the
Company, the time and amount of revenues that will be recognized are morze or less similar, Therefore, the
Company does not expect the application of IFRS 15 to result in material differences in the recognition of
revenues from service,

() Presentation and disclosure reguirements

The prescatation and disclosure requirements of IFRS 15 are more detailed compared with the current
IFRSs. Presentation requirements represent a significant change from the curcent practice and significantly
increase the volume of disclosures required in the Separate Financial Statemeats of the Company. Many of
the disclosure requirements in IFRS 15 are new and the Company expects that the effect of some of these
disclosure requirements will not be material. In 2018, the Company continues to test the systems, internal
controls, policies and procedures required to collect and disclose the required information.

{d) Other

The recognition and measurement requirements in TFRS 15 also apply to the tecognition and measurement
of profits or losses from the sale of non-financial assets (such as property and equipment) when that sale is
not carricd out in the ordinary course of the activity. However, when switching to the standard, the effects of
these changes are not expected to be significant for the Company.

Annotation to IFRS 15 - Revenuc from Contracts with Customets - adopted by the EU on 31 October
2017 (effective for annual periods beginning on or after 1 January 2018);

These annotations are related to:

(a) identifying obligations to be implemented on the basis of specific promises for the supply of goods or
services,

(b) identifying whether the Company is a principal or an agent in the supply of goods or services, and
(c} the transfer of licenses.
Also, this change also provides relief for the transition to the new standard.

IFRS 16 - Leasing — adopted by the EU on 31 October 2017 (cffective for annual pesiods beginning on or
after 01 January 2019);

This standard has a completely changed concept and introduces significant changes in the reporting of leases,
cspecially on the part of lessees. It introduces new principles for the recognition, measuzement and
presentation of leases in order to better represent these teansactions. The Standard will zeplace the current
YAS 17 Leases, IFRIC 4 Determining whetber an arrangement contains @ feasz, SIC-15 Operating Leases - Incentives and
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SIC-27 Evaiuating the Substance of Transaclions Involviug the Legal Form of a Lease. The guiding principle of the new
standard is the introduetion of a one-size-fits-all model of lease accounting for lessees for all lease contracts
with a duration of more than 12 months, recognizing a 'right of use' asset that will be amortized over the
term of the contract; respectively, the obligation under these contracts will be reported. Under IERS 16, 2
contract that is or contains a lease is considered to be 4 contract that confess the right to control the use of
the asset for a certain period of time against remuneraton. IASB has included a right of option for some
short-term leases and leases of low-value assets, and this exception can only be applied by lessecs.

In addition, IFRS 16 requires lessces and lessors to make more detailed disclosures than those under TAS 17.
Management is in the process of assessing the effect of applying the standard but can not yet provide
quantitative information.

Amendments to YFRS 4: Applying IFRS 9 - Financial Instruments with IFRS 4 - Insurance Contracts
~adopted by EU on 03 November 2017 (effective for 2nnual periods beginning on ot after 1 January 2018);

The amendments cover concerns arising from the introduction of the new IFRS 9 before the adoption of
TERS 17 Insurance Contracts, which replaces IFRS 4.

Amendments to different Standards - Improvements to XFRS (Cycle 2014-2016) - Adopted by the EU
on 7 February 2018 - Improvements to IFRS 12 (effective for annual periods beginning on or after 1 January
2017), IFRS 1 and IAS 28 (effective for annual periods of 1 January 2018);

Changes to IFRS 2 Share-based Payment - Adopted by the EU on 26 February 2018 (effective for annual
periods beginning on or after 1 January 2018);

The draft of the amendment to the standard brings together three initiatives for changes, related to non-
market conditions share-based payments and reporting a change in an agreement that converts it from a
scttled into an equity-settled one.

Changes to JAS 40 - Investment Property - Adopted by the EU on 14 March 2018 (effective for annual
periods beginaing on or after 1 January 2018);

This change is related to providing further clarification on the conditions and criteria that allow a transfer to
and from the 'investment property' category.

3.3. Standards and Interpretations, published by the IASB not yet endotsed by the EU

The Management considers it appropriate to disclose that the following new or revised standards, new
interpretations and amendments to existing standards that have already been issued by the International
Accounting Standards Board (TASB) by the reporting date, but have not yet been approved by the EU and
accordinply, were not taken into account in the process of preparation of these scparate financial statements.
The dates of entry into force will depend on EU approval decisions. The Company docs not expect these
Standards and Interpretations to have a material impact on the Company's financial position, pecformance
results and / or disclosures of the Company.

IFRS Interptetations Committee, Interpretation 22 - Foteign Currency Transactions and Advance
Consideration - (effective for annual periods from 1 January 2018);

This Interpretation rlates to the reporting of transactions or parts of foreign currency transactions upon
receipt of advance payments prior to the recognition of the asset itself, cither expense or income. In these
cases, undertakings report a prepaid asset (prepayments on deliveries of assets or services) or a deferred
income kability (received advance sales payments from customers) and they are treated as non-monetary.
When receiving such foreign currency prepayments, the date of the transaction is used to determine the
cxchange rate, and if there arc multiple payments, the transaction date is determined for each individual
payment.

Undertakings may apply the amendments on an entitely retrospective basis. As an alternative, the Company
may apply the interpretation for future periods in respect of all assets, expenses and income that are
recognised initially at or after:

(1) the beginning of the reporting period in which the entity has applied the interpretation for the first time,
or

1
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(ii) the beginning of the previous reporting period, presented in terms of comparative information in the
Separate Financial Statements for the reporting period in which the Company has applied the interpretation
for the first time.

The Interpretation is effective for annual periods beginning on or after 1 January 2018, Eatlier application of
the interpretation is admissible and should be disclosed,

IFRS Interpretations Committee, Interpretation 23 - Uncertainty over Income Tax Treatments -
cltective for annual periods beginning on or after 01 January 2019;

Guidance is given to apply the recognition and measurement requirements of IAS 12 Income Taxes when
there is uncertainty about income tax treatment (Le. uncertainty whether the tax treatment selected by the
entity will be accepted by the tax authorities under the tax legislation).

Amendment to IFRS 9 Financial Insttuments - Prepayments with Negative Compensation (effective for
annual periods beginning on or after 1 January 2019);

The existing IFRS 9 xequirements on termination rights are amended to allow valuation at amortized cost (o,
depending on the business model, at fair value in HIC) even in the case of negative compensation payments.

Amendment to IAS 28 'Investments in Associates and Joint Ventures' - Long-term Investments in
Associates or Jointly Controlled Entities - (effective for annual periods beginning on or after 1 January 2019);

It is clarified that an entity applies IFRS 9 when accounting 2 long-term investment in an associate or a joint
venture that is part of the net investment in that associate or joint venture and to which, however, the equity
method does not apply.

Amendments to different standatds - Improvements to IFRS Standards (2015-2017 Cycle) - (effective
for annual periods beginning on or after 01 January 2019);

IFRS 17 - Insurance Contracts — (cffective for annual periods beginning on or after 01 January 2021);

In May 2017, the IASB published IFRS 17 Insurance Comtracis (IFRS 17), a comprehensive new dccounting
standard for insurance contracts covering recognition and measurement, presentation and disclosure. Afeer
its entry into force, IFRS 17 will replace 1FRS 4 Insurance Confracts (IFRS 4), which was published in 2005.
IFRS 17 applies to all types of insurance contracts (ie. life insurance, non-life insurance, direct insurance and
reinsurance), irrespective of the type of business that has issued them, as well as certin guarantees and
financial instruments with additional, unguaranteed income (discretionaty pasticipation). There will be few
exceptions to the scope. The overall objective of IFRS 17 is to provide an accounting model of insurance
contracts that is more useful and consistent to insurers.

4, Accounting Policy
4.1. Overview

The most significant accounting policies applied in the preparation of these Separate Financial Statements are
presented below.

The Separate Financial Statements have been prepared in accordance with the principles of measurement of
all types of assets, liabilities, rcvenues and expenses, in accordance with IFRS. The valuation bases ase
disclosed in detail in the accounting policy of the Separate Financial Statements.

It should be noted that accounting estimates and assumptions were used to prepate the preseated Separate
Financial Statements. Although they are based on information provided to management as of the date of
preparation of the Separate Financial Statements, the actual results may diffec from the estimates and
assumptions made.

4.2, Presentation of the Scparate Financial Statements

The separate financial statements are presented in accordance with IAS 1 Presentation of Financial
Statements’ (revised 2016). The Company has accepted to present the statement of profit or loss and other
comprchensive income in a single statcment,

In the separate financial statements, two comparative periods are presented, when the Company:

(n) applies accounting policies retrospectively;
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(b} recalenlates positions in the financial statements retrospectively; or
(¢) reclassifies items in the financial statements.

And this has a material effect on the information in the separate statement of financial position at the
beginning of the previous period.

4.3.  Transactions in foreign currency

Transactions in foreign cutrencies are reported in the functional currency of the Company at the official
exchange gate at the date of the transaction (according to the official exchange rate of the Bulgarian National
Bank). Gains and losses from exchange rates arising in the process of settlement of those transactions, and
the revaluation of foreign currency monetary items at the end of the reporting period are recognized in profic
or loss,

Non-monetary items valued at historical cost in forcign currency are reposted at the exchange rate at the date
of the transaction. Non-monetary items valued at fair value in foreign currency are reported according to the
exchange rate at the date of the transaction.

4.4. Revenue

Revenue is recognized to the extent that it is probable that economic benefits will be received by the
Cotnpany and the amount of revenue can be reliably measured regardless of when the payment js received.
Revenue is measured at the faix value of the remuneration received or due on the basis of the agreed payment
terms, excluding discounts, rebates and other taxes on sales or dutics,

The Company analyses its sales arrangements according to specific eriteria to determine whether it acts as a
principal or as an agent.

It has come to the conclusion that it acts as a principal in all such arrangements. Prior to recognizing revenue,
the following specific recognition criteria must also be met:

Sales of Electricity

Revenue is recognised in the separate profit or loss statement and other comprehensive income for
completed supply of electricity to customers whose facilities are connected to the clectricity transmission
network - the utility, end users and teaders on the electricity market. Sales revenue is recognised on the basis
of the electricity consumption readings, measured by means of commercial metering on a monthly basis,

The gencrated clectricity for the petiod is realised according to prices regulated by the Energy and Water
Regulatory Commission (EWRC) and ficely negotiated with the customers (traders and consumers). Flouse
load electricity for Units 5 and 6 in included in their cost.

Provision of services

Revenue from provision of services is recogaised on the basis of the stage of completion of the transaction
as of the reporting date. Where the result of the transaction (the contract) can not be measured selinbly,
revenue is recognised only to the extent that the costs incucred are xecoverable.

Revenvie from interests

Interest revenue is accounted, using the effective interest method, which is the percentage that accurately
discounts expected future cash payments for the expected term of the financial instrument or for a shorter
petiod, where appropriate, to the carrying amount of the financial asset. Interest revenue is included in line
‘Financial revenue' line in the separate profit or loss account and other comprehensive income. Interests
revenues include interest income on arrears,

Revenne from dividends
Dividend revenue is recognised when the right of receiving them is established.

Revenne from government granir

Government grants rclated to the acquisition of non-current assets are initially shown in the separate
statement of financial position as deferred funding when there is sufficient certainty that they will be received
and that the Company will be able to meet all related requirements, Revenues from financing for fixed assets
are recognised in profit or loss over the period on a systematic basis within the useful life of the asset.
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Government grants for financing the current activity are recognized on a systematic basis in the profit or loss
during the periods in which the related expenses are incurred, which should be offset by the received grants.

4.5.  Operating expenses

Operating expenses are recognised in profit or loss, when the services are consumed or at the date of their
incurrence.

Expenditure on electricity

In aceordance with the 'Ordinance on regulating the prices of electric power', issued by the Energy and Water
Regulatory Commission (EWRC), production costs, directly related with the generated production, are
included in the cost of electrcal energy.

Expenses, incurred for nuclear fucl, are carried in accordance with the established by the company
methodology. The cost of nuclear fuel of the generated electrical encrgy is computed by multiplying the fuel
componeat, calculated as per the methodology, and the estimated gross amount of electrical eneegy,
generated per unit.

Expenses, incurred in respect of the Decommissioning of Nuclear Facilities (DNF) Fund, the Radioactive
Waste (RAW) Fund are computed in accordance to the provisions and decrees of the Council of Ministries,
and are recognised as other expense, in accordance with the Decree for pricing clectrical encrgy and the
Energy Act

Cost of available capacities
The cost of available capacity is formed by the contingency and fixed operating expenses, including:

- Cost of materinls, diffetent from nuclear powe, reagents and diesel;

- Hired services expenses;

- Employee benefits expenses (Salaries and social sccurity contributions);

- Depreciation expenses;

- Other expenses, excluding expense for the DNF, the RAW and the ESS Funds;
- Own tIansport coss;

- allocated indirect costs on the basis of transmission and delivery protocals for the work performed
by other ancillacy activities.

Cost of generating and transmitting thermal energy

The direct costs of thermal energy are formed from the cost to generate and transmit thermal energy. The
costs to generate and transmit thermal energy, include the contingent - fixed and vadable (nuclear fuel) costs
of EP - 2, multiplied by a reduction coefficient. The reduction coefficient refers to the relative share, which
the clectrical energy in progress bears to the gross electrical energy, generated by Electricity generation - 2
(EP-2) The underproduction is computed on a monthly basis by the Technical Support Division, The
reduced expenses decrease the clectricity generation costs and the cost of available capacities at EP-2. These
costs arc included in the cost of the generated thermal energy and the expenses for generating thermal
encrgy, provided to the different on-site structural units.

With regards to the activities, relating to 'Generating and transmitting thermal energy":

- The cost price - fixed and variable costs of EP-2, are included in the cost of the generated thermal
energy;

= All variable and contingent - fixed costs of the Thermal Power Plant industsial unit, are included in
the transmission cost of thermal enegy.

The heat for the Kozloduy NPP's own sites {houseload needs) is recognised on an ongoing basis over the
year as cost at the selling price of thetmal energy to consumers, and it is balanced with the actual cost as at
year-cnd.

Cost, incurred nnder ausciliary and additional aclivities
Costs, incurred under anxiliary and additional activities are carried in separate accounting record groups,
including direct and indirect costs. The allocation basis of the indirect technological costs is as follows:

- For Repair works, performed on:
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¢ Exteenal sites — Iabour hour input per sites and ordess;
*  For sites within the NPP site - mateial inputs per sites and orders;

- For Auto transport -fuel consumed;
- For the Principal activity - generating electzcity, as follows:

The social expenses asc allocated under the coefficient method, based on the number of personael, engaged
in the 2ctivities 'Generating electricity' and *Electric energy transmission’.

Administrative costs are carried as current costs. The accrued 'tax on expenses’, as per the meaning of the
Corporate Income Tax Act, is also accounted here.

The local taxes and fees, as pex the meaning of the Local Taxes and Fees Act, are included in the separtate
profit or loss and other comprehensive income statement vader "Hired services expenses’,

4.6.  Interest expense and borrowing costs
Interest expense is recognised currently, using the effective interest rate method,

Borrowing costs are mainly comprised of interest on the bark loans, obtained by the company. All borrowing
costs, directly attdibutable to the acquisition, produetion or construction of a qualifying asset, are capitalised
in the perod in which the asset is expected 1o be completed, or ready for use, or sold, by applying a
capitalisation rate to the expenses on that asset. The capitalisation rate js the weighted average of the
borrowing costs, attributable to the loans of the company, which are unsettled during the period, excluding
loans, obtained exclusively for the purpose of acquiring 2 qualifying asset

All other bosrowing costs are recognised as an expense, in the petiod when incurred, in the scparate profit or
loss and other comprehensive income statement under "Finance costs’,

47.  Profit or loss from discontinued operations

Discontinued operations are components of the company that either have been disposed, or were classified
as 'held-for-sale', or as held for distribution to the owners, and:

*  Repzesent a separate major line of business or geographical area of operations;

*  Are patt of 2 single, co-ordinated plan to dispose a separate major line of business or geographical area
of operations; or

*  isa subsidiary, acquired exclusively with the intention to re-sale,

Disclosures of discontinued operations relate to all the activities that have been discontinued as at the date of
the separate financial statements for the latest presented repotting period. In case that the achivities,
pieviously presented as discontinued are renewed in the current year, the relevane disclosure for the prior
reporting period should be adjusted too in order to reflect this,

Separately acquired intangible assets are measured initially at cost, comprised of its purchased price, including
import duties, non-refundsble purchase taxes and any directly attributable cost of preparing the asset for its
intended use. Since the asset's vseful life is zegarded to be finite, the capitalised costs are then amortised on
the straight-line method, over the defined period of the assets' useful life,
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Changes in the expected useful life or in the pattern of consumption of the future economic benefits,
embodied in the asset, are accounted for by changing the amortisation period, or the amortization method,
and are treated as changes in accounting estimates,

Subsequent expenses, incurred in respect of intangible asscts after their initial tecognition, are recognised in
the statement profit or loss and other comprehensive income for the period, when such are incurred, except
of the cases whea, because of these subsequently incurred expenses, the intangible asser can generate more
than the initially estimated future economie benefits, and when such expenses can be reliably measured, and
attributed to the asset. If these conditions are satisfied, the incurred expenses are added to the cost of the
asset. If these conditions are satisfied, the incurred expenses are added to the cost of the asset.

The Management estimates the residual value and useful Life of intangible assets at the financial reporting
year-end.

Intangible 2sscts are amortized on the straight-line method, over the assets' useful life. The useful life of
intangible assets is defined as finite:

Software products 2-10 years
Licenses The validity period of the licence
Others 3-10 years
Development products 5-20 years

Amortization expenses are included in the separate statement of profit or loss and other comprehensive
income under 'Depreciation and amortization expenses’.

Gains or losses arising from the derecognition of intangible assets, representing the difference between the
net disposal proceeds and the carrying amount of the asset, are included in the profit or loss and other
comprehensive income statement when the asset is disposed.

The intangible assets, created under the company's development activities to serve the purpose of intergroup

users, are recognised by the expertise committee that is appointed by the company's Management, depending

on the intangible asset's completion stage, if the below conditions are met:

* availability of technical ability to complete the asset;

* intention to complete the asset;

¢ The asset can be used or sold, and there is a market for the asset, or the asset is useful for inter-company
usc;

® The expenses, incurred ia the development of the asset, can be measured;

Research and Development activities
Research and Development expenses, incurred in obtaining new scientific or technical knowledge, are
recognised in profit or loss, when incurred,

Research and Development expenscs, incurred in respect of external orders under signed contracts with
clients, aze recognised as asscts for sale.

Indirect technological production costs are allocated based on labour, The cost of a created asset is
comprised of the direct cost and the indirect technological production costs.

Development activity

Development activities include a production plan, or project, for the creation of new, or significantly
improved, products and processes. Development costs are capitalised only if these expenses can be measured
reliably, the product or the process is technically and commercially possible, future economic benefits are
probable and the company intends and has sufficient resoucces to complete the development, and to use or
sell the asset. The capitalised costs include materials, labour, production overheads, directly attributable to the
asset's preparation for its intended future use, and the capitalised interest expense. Other development costs
are recognised in profit or loss, when incurred. The capitalised development costs are measured at cost, less
the accumulated amortization and accumulated impairment losses.
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Costs, incurred in the development of intangible assets that do not satisfy the criteria for capitalization, are
tecognised when incurred.

The approved matedality threshold in respect of the intangible assets of the company amounts to BGN
700.00.

4.9.  Property, plant and equipment

Property, plant and equipment (PPE) are initially measured at acquisition cost, comprised of the purchase
price and all directly ateributable costs of bringing the asset to 4 working condition for its intended use.

After initial recognition (subsequent measurement), PPE are carried at models, applied 1o entire classes of
identical assets, namely as follows:

No | PPE Class Subsequent measurement model
1 Land Revaluation model
2 Improvements on Jands and terrains Revaluation maodel
3 Buildings and constructions
» Solid Revaluation model
¢+  Hollow Cost (acquisition cost) model
4 Plant, machines and equipment Revaluation model
5 Computer Systems Acquisition price
6 Vehicles
s  Freight vehicles Revaluation model
s  Automobiles Acquisition price
e Freipht vehicles Revaluation model
7 Furniture, Fixtures and Fittings Cost (acquisition cost) model
8 Spare parts carried as PPE Revaluation model
9 Other PPE Cost (acquisition cost) model

Property, plant and equipment, subscquently measured under the revaluation model, are carried at evaluated
amount — that being their fair value at date of revaluation less any subsequently accumulated depreciation
and impairment losses. The conducted revaluations are recognised in the statement profit or loss and other
comprehensive income, and are accumulated in equity (revaluation reserve), if there are no already accrued
expenses, associated with such. When the revalued asset is sold or disposed, the remaining revaluation
reserve is transferred to retained carnings.

Revaluations are carried out according to the following frequency of revaluation:

* When the fair value of the assets changes insignificantly, the assets are revalued ones every three yeats;

* When the fair value of PPE frequently changes significantly, property, plant and equipment are revalued in
shorter intervals, so that the earning amount of the respective asset does not differ materially from its fair
value.

When applying the revaluation model, the frequency of subsequent revaluations of PPE depends on whether
the carrying amount of 4 revalued asset differs materially from its fair value 25 at year-end.

In this regards, during the annual inventor)- count at year-end (at the end of the financial reporting period),
the company reviews PPE on whether there are any indications that their carrying amounts differ matedially
from their fair values.

Any differences, of more than 5%, in the carrying amounts of property, plant and equipmeat from their fair
value as at the date of preparation of the financial statements ate regarded as material. Differences between
the caurying values of assets and their fair values of less than 5% are regarded as matedal too, if the
cumulative value of the PPE is essential for the preparation of the separate financial statements.

Property, plant and equipment, which are not subsequently measured by applying the revaluation model, are
carried at cost {acquisition cost} less the accumulated depreciation and any accumulated impairment losses.
The impairments conducted are reported as expenses and are recognised in the profit or loss and other
comprehensive income statement for the respective period.
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Subsequent costs related to an jtem of property, plant and equipment are added to the carning amount of the
asset when it is probable that future cconomic benefits, exceeding the originally assessed standard of
performance of the existing asset, will flow to the Company. All other subsequent costs are recognised as an
expense in the period in which they are incuered.

The residual value and useful life of property, plant and equipment ate estimated by the Management as at
each year-end.

Depreciation of property, plant and equipment is calculated using the straight-line method, over the
estimated useful lives of the separate groups of assets, as follows:

Buildings 25-70 years
Plant, machines 2nd equipment 553 years
Mobile telephones 3-5 years
Lifting equipment 22-35 years
Portable tools 5-19 years
1&C systems _ 5-40 years
Automobiles 9-42 years
Transport vehicles 5-40 years
Computers 2-28 years
Furniture 3-35 years

Gains or losses, arising from the derecognition of property, plant and equipment, are determined as the
difference between the disposal proceeds and the carrying amount of the asset.

The approved materiality threshold in respect of the property, plant and equipment of the Company amounts
to BGN 700.00.

4.10. Investment properties

An Investment property is recognised as such, if it satisfies the following conditions:

* It satisfies the conditions to be classified as an investment property;

* It is probable that future economic benefits, associated with the assets lease/rental, will flow in the
Company; and

* Its cost can be measured reliably.

Investment property is initially recognised at cost {acquisition cost). The cost of an investment property

depends on how it was acquired.

The company applies the fair value model for subsequent measurement of investment property.

Fair value is the price at which the property may be exchanged between informed and willing parties, in 2 fair
transaction between them. Fair value reflects the market conditions as at the date of preparation of the
financial statements.

Gains / Losses, arising from changes in the faic value of investment property, are included in the net profit
or loss for the period, in which the gains / losses incurred.

Transfers of assets to or from the investment property group are performed when, and only when, there is a
change in their use, evidenced by:

¢ commencement of owner-occupation by the company - for transfers from investment property to
owner-occupicd property;

* commencement of development with a view to sale — for tuansfers from investment property to
inventories;

* end of owner-occupation by the company and leasing 1o third parties - for transfers from owner-
occupied property to investment property;

* commencement of an operating lease, of an asset, presented as inventoxies, to another party — for
transfers from inventories to investment propexty.
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When the use of an investment property changes so as it is reclassified in PPE, its fair value at the
reclassification date becomes its acquisition cost, used for subsequent measurement.

When the used by the company property becomes investment property carried at fair value, all differences
between the earning amount of the property, in accordance with IAS 16, and its fair value at the date of the
change in its use, are carded as revaluation, in accordance with IAS 16.

The book value of an investmeant property is derecognised on sale, when entering in a finance lease, or when
no future economic benefits are expected to flow from the property's use.

Gains or losses arising from the retirement or disposal of investment property, are determined as the
difference between the net disposal proceeds and the carning amount of the assct, and are recognised in the
statement of profit or loss and other comprehensive income (unless IAS 17 requires otherwise on a sale or
leaseback).

4,11,  Investments in subsidiaties

Subsidiaries are all entities, controlled by the Company. The company's control over subsidiaies is expressed
25 its ability to manage and determine the financial and operating policy of the subsidiarics, so that beaefits
can be obtained from the activities of these subsidiaries, Investments in subsidiaries are carded at cost
{requisition cost) in the separate financial statements of the Company.

The company recognises dividends from subsidiaties in profit or loss, in its sepacate financial statements,
when the company's right to obtain those dividends is established,

412.  Impairment tests on investments in subsidiaries, intangible assets, investment property and
property, plant and equipment

When estimating the amount of impairment, the company defines the smallest identifiable group of asscts,
for which individual cash flows can be determined (cash-generating unit). As a xesult, some assets are subject
to impaitment tests on an individual basis, while others - based on the cash-generating unit.

All assets and cash-generating units are tested for impairment ac least ones per annum. All other separate
assets, or cash-generating units, are tested for impairment when events, or changes in the circumstances,
indicate that their earning amount cannot be recovered.

The amount by which the cartying amount of an asset, or of a cash-generating unit, exceeds the recoverable
amount of the same, the latter being higher than the respective fair value net of all cost of disposal of the
asset and its value in use, is recognised as impairment losses. When determining the value in use, the
Company's Management caleulates the expected futute cash flows for each cash-gencrating unit and
deteemines appropriate discounting factor in order to caleulate the present value of these cash flows, The
data, used in the impairment testing, are hased on the latest approved budget for the company, adjusted,
when needed, s to eliminate the effect of future reorganizations and significant improvements in the assets.
The discounting factors are determined for each cash-generating unit, reflecting their risk profile as assessed
by the Company's management.

Impaiement losses from a cash-generating unit are recognised 2s a decrease of the earning amount of the
assets, from that unit. The company's Management subsequently assesses whether there are indications that
the impairment loss of all assets, recognised in prior period, may no longer exist or may have decreased.
Impairment, recognised in a pror period, is reversed, if the recoverable amount of a cash-generating unit
exceeds its carrying amount.

4.13. Rcporting leases — the company as a leaser

Leasers present the assets, subject to operating lease, in their statements of Ananeial position, in accordance
with the asset's namre,

Rentals, generated undec operating leases, are zecognised 45 income on the steaight-line basis, over the lease's
texm, unless another systematic basis is more representative of the time pattern, in the use of which the
benefit, derived from the leased assct is dismissed. The initial direct costs, incurred by the Jeaser with regards
to the negotiation and settlement of the operating lease, are added to the carrying amount of the leased asset
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and ate recognised as an expense, over the lease term, on the same basis as the one applied in respect of the
lease income.

Leasers must recognise the total expenscs, incurred for stimulus under leases (provided by the leaser) a5 a
decrease of the lease income, on a straight line basis over the lease's term, unless another systematic base is
more represeatative of the time in which the benefits, dedved from the leased asset, diminish.

4.14. Financial instruments

Financial assets and financial liabilities are recognised when the Company becornes a party to the contractual
terms of financial instruments.

Financial assets are derecognised when the Company losses control over the contractual rights, comprising
the financial asset — i.e. when the rights to receive cash flows have expired, or a significant part of the risks
and rewards of ownership are transferred,

Financial liabilities are derecognised when the financial lizbilities are settled, repaid, or the transaction is
cancelled or expired.

On initial recognition, the Company measures financial assets and financial linbilities at fair value, plus the
transaction costs, expect of financial assets and Anancial linbilitics, carried at fair value in profit or loss that
are imitially recognised at fair value,

Financial assets are recopnised at the transaction date.
Financial assets and financial liabilitics are subsequently measured as disclosed hereafter,
4.14.1. Financial assectg

In light of their subscquent measurement, financial assets, except for hedging instruments, are classified in
the following categories:

*  Loans and receivables;

*  Financial assets at fair value in profit or loss;
*  Held-to-maturity investments;

¢ Available-for-sale financial assets,

Financial assets are distributed among the diffecent categories, depending on their purpose as of acquisition
date. The category, under which a financial instrument s classified, determines its measucement method and
whether the income and expenses shall be disclosed in the Company's profit or loss, or in other

All gains and losses, associated with the ownership of financial instruments, are reflected in profit or loss
when they are reccived, regardless of how the carrying amount of the financial asset to which they refer is
measured, and are presented in the statement profit or loss and other comprehensive income under ‘Finance
costs' or 'Finance income!, except for impairment losses of trade and other receivables, which are included in
‘Other expenses',

The company owns financial assets, classified under the following categories:
Loans and receivables

Loans and reccivables, initially incurred in the company, e non-derivative financial instruments with fixed
payments, which are not traded in an active market. After their injtal recognition, loans and receivables arc
measured at amortized cost, using the effective interest rate (EIR) method Jess the accumulated impairment
losses. All changes in their values are reflected in the profit or loss for the current period. Cash and cash
equivalents, trade and the majority of other reccivables of the company fall under this category of financial
instrurnents, No discounting is performed when the effect of such is insignificant,
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Evidence of impairment may include indications that 2 debtor, or a group of debtors, experience severe
financial difficulties, or fail to, or have delayed to, pay interests or principals, or it is probable to declare
insolvent/over indebtedness, or to undertake a financizl reorganization, or when the observable data indicate
a measurable decrease in the estimated future cash flows, such as changes in the arrears or in the cconomic
conditions, associated with defanlts by debtors. Losses, arising from the impaimment of trade and other
receivables are disclosed in the statement profit or loss and other comprehensive income under 'Other
expenses',

When the available information for determining the amount of the impaitment is limited, the itnpairment
estimation is based on historic data, deriving from the company's past experience on trade relations with
similar debtors, or other reliable estimation basis.

The amount of impaitment is determined based on an ageing structure analysis of receivables and s
consistent to the days of delayed payment (excepr of total sales of thermal enetgy to physical persons),

The degree (amount) of impaitment of receivables, arising from sales of thermal encrgy to separate
individuals, is performed based on the average collectability rate in the last five years,

Available-for-sale financial assets

Available-for-sale financial assets are non-detivative financial assets, which arc defined as available-for-sale
financial assets or do not fall into any other financial asscts category. Financial assets, classified under this
category are subsequently measured at fair value, except for financial assets that do not have a quoted price in
an active market and whose fair value cannot be measuzed zeliably. The latter arc measured at amortized cost,
by applying the intexest rate method, or at cost in case that they do not have a fixed maturity. Changes in the
fair value of these assets are reflected in other comprehensive income and are included in the respective
reserve, net of taxes, in the statement of changes in equity, except for impaitment losses and foreipn
exchange gains or losses of manetary assets that are recognised in profit or loss, When an available-for-sale
financial asser is disposed or impaired, the accumulated gains and losses, recognised in other comprehensive

compxchensive income as reclassification adjustment. Interest acerued under the effective interest rate
method and dividends are recognised in profit or loss as ‘Finance income'. Reversals of impaitment losses are
recognised in other comprehensive income, except for reversals of impaitment losses, incurred under debt
financial instruments, In the case of the latter, the revetsal in recognised in profit or loss when and only
when the reversal can be objectively associated with 2n eveat that has occugred after the impairment was
recognised,

4.15. Financial linbilities
The financial liabilities of the company include Iands, trade and other payables,

Financial liabilities are recognised when there is 2 constructive obligation to pay cash amounts or to deliver a
financial asset to another entity, or when there is a contractual liability to exchange financial insteuments with
another entity under potential unfavourable conditions. All expenses related to interest and changes in the
fair value of financial instruments, if any, are recognised in profit or loss, under 'Finance costs' or under
'Financial income'.

Financial liabilities are subsequently measured at amortised cost, using the effective interest rate method,
except for financial instruments that are held for trading, or are defined as financial instruments at fair value
in profit or loss, which are measured at fair value by accounting the changes in profit or loss,

Bank loans are obtained in order to finance in the long-term the activities of the company. Bank loans are
disclosed in the separate statement of financial position of the company, net of borrowing costs. Finance
costs, such as premiums, payable upon settlement of the debt or upon the debt's re-purchase, and direct
transaction costs are included in the statement profit or loss and other comprehensive income, on an accruals
basis, using the effective intecest rate method, and are added to the earning amount of the financial liability to
the extent to which such are not settled at the end of the reporting period, in which they have incuered,

On initial recognition, trade liabilities are recognised at nominal value. Trade liabilities are subsequently
measured at amortised cost, net of all payments for the debr's settlement,
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Dividends, payable to the sharcholders, are recognised when such are approved, pursuant to a decision of the
single capital owner,

4,16, Inventories

Inventories include materials, work-in-progtess and goods. The cost of inventorics comprises the direct costs
of purchase or production, the costs of conversion and other direct costs, incurred in bringing the
inventories to their present condition and locadon, as well as part of the production overheads, determined
based on the normal production capacity. Finance costs ace not included in the cost of inventories, At the

The net realisable value is the estimated selling price of inventory less the estimated cost of completion of the
production cycle and the estimated cost of sales, When inventory is impaired to net realisable valee and in o
subsequent reporting period it is established that the circumstances, which previously caused the inventory to
be impaired no longer exist, the new realizable value of the inventory is adopted. The amount of the xeversal
is limited to the carrying amount of inventory, prior to the impairment. The reversal of inventory is treated as
a decrease in the cost of inventory for the period in which the reversal oceurs,

The company estimates the cost of inventories by using the weighted average method.

When inventories are sold, the earning amount of those inventories is recognised a5 an expense, in the period
in which the respective revenue is tecognised.

Niclear Fuel

The fuel, loaded into reactors, represents the remaining amount (residual input) of nuclear fuel, contained in
the reactors at the reporting date.

Calculations are based on the well-established Methodology for Reporting Supplics, Stack 2nd Cost of Fresh
Nuclear Fuel, in NPP Kozloduy EAD, taking into account the amounts of fresh nuclear fuel, tanked in the
respective fuel eampaign, and the esémated fael compoaent, which is determined by dividing the amount of
the loaded in the reactor nuclear fuel by the estimated electric power, geneeated in the period, in KWh, The
product of the gross enctgy, generated from the respective unit for the fucl campaign, and the fuel
component represents the costs of nuclear fuel for the respective period.

4.17. Income tax

The tax expenses, recognised in profit or loss, comprise the amount of deferred tax and the amount of
current tax that were not recognised in other comprehensive income or directly in equity,

Current tax assets and/or labilities are these liabilities to, or receivables from, the tax authorities for the
current o the prior reporting periods, which have not been paid as at the date of the financial statements.
Current tax is due on the taxable income, which is different from the profit or loss, disclosed in the financial
statements. Current tax calculations are based on the tax rates and the tax legislation, in force as of the
rcporﬁ-ﬂg date.

Deferred tax is computed using the cquity- method for all temporary difference between the cirrying amount

of the assets and of the Babilities, and their tax base. Deferred tax is not provided on the initial 1ecognition of
an asset or a liability, unless if the respective transaction does not affect the taxable profit or the accounting

profit.

Deferred tax assets and deferred tax liabilities are not discounted, The tax rates, expected to be enacting in
the reporting period when the deferred tax assets and deferred tax liabilities are sealised, are used when
caleulating such, given that these are in force, or it is certain that they will enact as at the end of the reporting

Deferted tax liabilities are recopnised in full amount.

Deferred tax assets are recognised when, and only when, it is probable that they will be utilised through
future taxable income. Refer to Note 4.24.7 for more information on the Management's best estimate on the
probability of future taxable income incurrin » against which the deferred tax assets to be utilised.

22



KOZLODUY NPP EAD
Separate Financial Statement
31 December 2017

Deferred tax assets and deferred tax liabilities are compensated when, and only when, the Company is
entitled and intends to compensate the curtent tax assets and current tax linbilities from the same tax
institution.

Changes in deferred tax assets and in deferred tax liabilities are recognised as a component of the taxable
profit or loss, in profit on loss, unless if such are not related with items, recognised in other comprehensive
income or directly in equity, In the case of the latter, the respective deferred tax is recognised in other
comprehensive income or directly in equity.

4.18.  Cash and cash cquivalents

Cash and cash equivalents are comprised of the available cash in hand, cash in current accounts - cash at
bank, demand deposits and current deposits of up to 12 months.

4.19.  Non-cutrent assets and labilities, classified as held for disteibution to the owner

When the Company has assumed 4 commitment to distdbute an asset (or a disposal group) to the owner, the
asset or the disposal group is classified as 'held for distribution to the owner' and it is presented separately in
the separate statement of financial position, For this purpose, the assets must be available for immediate
distribution, in their prescnt condition, and the distribution must be highly probable. For the distribution to
be highly probable actions to complete the distribution must have been initiated and it should be expected to
be completed within one year as of the classification date. The actions that ase required to complete the
distribution should indicate that it is unlikely significant changes will be made to the distdibution or the
distribution to be withdrawn.

Liabilities are classified as held for distdibution to the owner and are presented as such in the separate
statement of financial position i, and only if, they ace directly related with the disposal group.

Assets, classified as held for distribution to the owner, are measured at the lower of their earning amount,
immediately after their classification s held for distribution to the owner, and their fair value less costs to
sell. ‘The assets, classified as held for distribution to the owner aze not depreciated or amortized after being
classified as held for distribution to the owner.

4.20.  Share capital, reserves and dividend contributions
The share capital of the company reflects the nominal value of the issued shares.

In conformance with the requirements of the Commercial Act, statutory reserves are formed from profit
distributions,
Revaluations reserves of non-financial assets ate formed by the difference between the carrying amount of

assets, namely propesty, plant and equipment, and their fair value at the revalvation date, less the respective
deferred tax liability.

The defined benefit plans revaluation reserve includes actuarial gains or losses, incurred in determining the
amount of liabilities, related with retirement benefits and years of services.

Other reserves are formed from profit distributions, in accordance with the decisions of the single
sharcholder,

Retained earnings include the current financial result and the accumulated profit, and uncovered loss, from
prior periods,

Liabilities to pay dividends to the sole sharcholder are included under ‘Related parties' payables’ in the
separate statement of financial position, when dividends are approved for distdbution by the sole
sharcholder, before the end of the reporting period.

All transactions with the company's owner ace presented separately, in the statement of changes in equity.
4.21.  Retirement employce benefits and short-term employee benefits

The Company accounts cucrent liabilities under compensated absences, arising from unused annual paid
leaves, in cases when these leaves are expected to be used within 12 months after the end of the reporting
period during which the employees have provided labour, related to those leaves. Current liabilities for
employee benefits (liabilities to employees) include salaries and wages, and social insurance contributions.
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";chnblic of Bulgaria is responsible to ensure pensions, under defined benefit contribution plans. The
“ expenses celating to the company's obligation to pay contrdbutions under defined benefit plans are tccognised
¢ currently, in profit or Joss, in the period in which the tespective services are received by the employee.

Plans that do not meet the definition of defined contribution plans are determined as defined benefit plans.
Defined benefit plans are retirement plans, based on which the amount, which the employee shall receive
ifter retirement is deteemined, taking into consideration the employees years of service and based on the last
seceived remunercation. The legal linbilities for defined benefits payments remain liabilities of the Company.

In accordance with Art. 222, para. 3 of the enacting in Bulgaria Labour Code (LC) and the Collective Labour
Agreement (CLA), the Company, as an employer, is obliged to pay its employees a certain number of BrOSS
monthly salaries upon retirement. The number of these gross monthly salaries depends of the years of service
and the labour category, s follows:

In accordance with Art, 222, para. 3 of the LG, after an employec hzs obtained the right to retitement, based
on his/her years of services and age, the company is obliged to pay him/her one-off compensation in the
amount of two gross salaries. In cases when the retiring employee has worked in the Company for at Jeast 10
(ten) years and has received g notification, within the CLA framework, under Art, 45 that he/she has
obtained the right to retirement (based on his/her years of service and age) under Art. 68 or Art. 69 (b) of the
SIC, in addition to the compensation, due under Art, 222, para. 3 of the LC, that employee obtains and the
right to additional compensation,

In accordance with Art. 44 of the Collective Labour Agreement, when labour relations age terminated on the
grovads of Art. 325, para, 1, item 9 and Are, 327, para. 1, item 1 of the Labour Code, and given that in the
last 5 years the employee, or the wotker, who is being dismissed/retized has not received any compensation
on such grounds, the employee or worker is entitled to compensation as per Art. 222, para. 2 of the Labour
Code, amounting to his/her gross lbour remuneration, if the employee or worker has served Kozloduy NPP
EAD, pror to his/her dismissal:

- Between 5 and 10 years of service — § gross salaries;

- Between 10 and 15 years of service — 10 gross salaries;
- Berween 15 and 20 years of service — 12 gross salaries;
- Between 20 and 25 years of service — 14 gross salades;
- Between 25 and 30 years of service — 16 gross salaries;
= Over 30 years of service — 18 gross salaties;

The liabilities, zecognised in the separate statement of financial position, relating to defined benefit plaas,
tepresent the present value of the liabilities to pay defined benefits as at year-end.

The Company's Management estimates the liabilities under defined benefits, on an 2nnual basis, with the help
of an independent actuary, using the estimated credit unit method. The estimates of such liabilities are based
on standard inflation rates, the estimated personnel turnover and mortality. Puture salasies' increases are also
taken into account. Disconnting factors are determined at each year-end, by reference to high quality
corporate bonds that are denominated in the currency, in which the benefits will be paid, and that have terms
to maturity, approximating to the terms of the related pension liability.
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Actuarial gains and losses, under defined benefits, are recognised in other comprehensive income, in the
peried when such are incurred,

When labour relations are terminated duc to illness, the retiring worker or employee is entitled to
compensation, payable by the company in accordance with Axt. 222, para. 2 of the LC and the CLA, given
that in the Inst 5 years of service he/she has not received any compensation on these grounds and he/she has
served Kozloduy NPP EAD prior to his/her retirement (dismissal).

Actuarial gains or losses, associated with estimating the labilities under long-term reticement employce
benefits due to illness are recognised in profit or loss for the period,

Interest expenses, relating to retirement (pension) Labilities, are included in the statement of profit or loss
and other comprehensive income, under 'Finance costs'. All other expenses, incurred in respect of retirement
(pension) remunerations are included under ‘Employec benefits expenses'.

The cucrent employee benefits, including and the catitled leaves, ace included in cucrent linbilities, under
‘Trade and other payables', at the non-disconnting amount that the Company expects to pay.

4.22.  Financing (Government grants)

Government grants are assistance by the Government (the Government/ State, the Government agencies and
others similar Governmental bodies, whether local, national or international) that mect the definition of
Government graats under IAS 20 “Accounting for Government Grants and Disclosure of Government
Assistance',

Government grants are recognised in the separate statement of financial position of the company when there
is reasonable assurance that the company will satisfy all related with it conditions and the financing will be
obtained. Grants that relate to current activitics are recognised on a systematic base, over the periods in
which the expenses, which the grants shall compensate, are recognised. Grants, related to the acquisition of
hon-cutrent assets, are presented as deferred income and are recognised in profit or loss, on 2 systematic
base, over the estimated uscful life of the related asset.

Non-monetary government grants are recognised at the fair value of the non-monetary asset, as cstimated by
qualified actuary at the twansfer date,

4.23.  Provisions, contingent linbilitics and contingent assets

Provisions are recognised when it is probable that the present obligations, as a xesult of past events, will result
in an outflow of resources from the company and the liability can be reliably estimated. The validity or the
amount of the cash outflows may be uncertain. Present obligations arise from legal or constructive
obligations as a result of past events, for instance — retiring nuelear facilities from use, legal disputes or
onerous contracts. Provisions for restructuring ace recognised only when a detailed formal restructuring plan
is designed and applied, or when the Management has announced to those affected by the restructuring, the
key points of the restructuring plan. Provisions for future operating losses are not recognised.

The amount, recognised as provision, is computed based on the most relizble estitnate of the expenses,
zequired to settle a present obligation at the end of the xeporting period, taking into account the risks and
uncertainties, associated with the present obligation. When a number of similar obligations are present, the
possible need of outflows to settle these liabilities is determined by accounting the liabilities group as a whole.
Provisions are discounted when the effect of the temporary differences in the value of money is significant.

Compensations from third parties, xelating to given obligation, for which there is reasonable certainty that
will be obrained by the company, are recognised s a separate asset, ‘This asset may not exceed the amount of
the respective provision.

Provisions are reviewed at the end of cach xeporting period and their amounts are adjusted to reflect the best
estimates.

Liabilities are not recognised when an outflow of resources, embodying economic benefits, are regarded as
highly unlikely to asdse as a result of current obligations. Contingent liabilities should be subsequently
measured at the higher of the comparable provision desceibed above and the initially recognised amount less
the accumulated depreciation {amortization), '
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Probable inflows of resources, embodying economic benefits, which do not curcently meet the criterda to
LECOBMISC assets, ate regarded as contingent assets,

4.24. Estimates, which are of significant importance in the application of the Company's
accounting policy, Key best estimates and assumptions, carrying high level of uncertainty

4.24.1.  Uscfullife of depreciable assets

The financial reporting of propesty, plant and equipment and of intangible assets includes the use of
estimates of their expected useful Life and residual values, based on the best estimates of the Company's
Management. As of 31 December 2017, the Management determined the useful ife of assets - that being the
expected period of the assets' use by the Company. The book values of property, plant and equipment are
analysed in Note 4.9, and the book value of intangible assets is analysed under Note 4.8,

4.24.2.  Fair value measurement of financial instruments and non-financial instruments

The Company determines the fair value of financial instruments and of non-financial assets, based on the
available market information, or if such is not available - by appropriate valuation models, The fair value of
financial instcruments that age actively traded on organized financial markets is determined based on the
quoted, as at the end of the reporting period's last working day, 'buying' prices. In the absence of an active
market, the Management uses reports of independent certified appraisers and employs various techniques to
measure the fair value of financial instruments and of non-financial. When applying these measurement
techniques, the Management uses at maximum the market data and assumptions, which the participants
would consider in measuring a financial instrument or a non-financial asset. In the absence of applicable
maket data, the Management uses its best estimate of the assumptions, which the market participants would
employ. These valuations may differ from the actual prices, which would be detesmined at 2 fair maket
transaction between well-informed and willing parties at the end of the repotting period.

estimations, used in determining the fair value, is disclosed under Note § "Propesty, plant and equipment' and
Note 7 'Investment property’.

The Management believes that the faic value of propezty, plant and equipment, and investment propexty, as
well as of fnancial ins truments, including cash and cash equivalents, trade and other receivables, granted and
obtained loans, trade and other payables, and other financial assets, do not differ from their carrying
amounts, especially if they are of current nature, or if the applicable interest rates fluctuate accarding to the
market conditions.

4.24.3, Inventories
WNuclear Fusl

Calculations ate based on the well-established Methodology for Reporting Supplics, Stock and Cost of Fresh
Nuclear Fuel, in NPP Kozloduy EAD, taking into account the amounts of fresh nuclear fuel, tanked in the
respective fuel campaign, and the estimated fuel component, which is determined by dividing the amount of
the loaded in the reactor nuclear fuel by the estimated electric power, generated in the period, in KWh. The
product of the gross encegy, generated from the respective unit for the fuel campaign, and the fuel
component represents the costs of nuclear fuel for the respective period.

Moeasrenent

Inventory, at carrying amount as at 31 December 2017 of BGN 58,762 thousand (31 December 2016: BGN
60,320 thousand), is measured at the lower of the acquisition cost and its net realizable value, In determining
the net realizable value, the Management considers the most reliable, available information as at the
estimation date, and uses the reports of independent certified appraisers.

4.24.4.  Liabilites for retirement cmployee benefits
Liabilities for retirement employee benefits are deteomined based of actuacial valuations. This valuation
requires certain assumptions to be made regarding the discounting rate, the future increase in salaries, the
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%

i_'._f.pcrsonncl's tusnover and the mortality rates. Duc to the long-term nature of ligbilities for retirement

| employee benefits, these assumptions are subject to significant uncertainty. As at 31 December 2017, the

Company's liabilities for retirement employee benefits amount to BGN 58,085 thousand (31 December 2016:

§- BGN 50,700 thousand). Additional information on the liabilities for retirement employee benefits is disclosed

{"tnder Note 21,

1 4.24.5.  Impaitment of investments in subsidiaries, intangible assets, investment properties
:{ and Property, plant and equipment

"

7411 The amount by which the cartying amount of an asset, or of 2 cash-generating unit, exceeds the zecoverable

47 amount of the same, the latter being higher than the respective fair value net of all cost of disposal of the

.{ asset and its value in vse, is recognised as impairment losses, In determining the value in use, the Company's

Management calculates the estimated future cash flows for each cash-generating unit and determines the
discounting factor, appropriate for computing the present value of these cash flows. In calculating the
estimated future cash flows, the Management employs certain assumption regarding the firnre 8toss profits.
These assumptions are related with future events and circumstances, The actual results could differ from
these estimations and may require significant adjustments, in the Company’s assets, in the next Ieporting
petiod. In most cases, the appropriate adjustments, related with the market risk and the risk factors, specific
to the separate assets, are assessed in determining the applicable discounting factor, The company has not
reported impairment loss on non-cucrent assets, in 2017 (2016: - same as above),

4.24.6.  Impairment of loans and receivables

The company uses a collective account for accounting impairment of doubtful debts and bad debis from
clieats. The Management assesses the adequacy of these impairment based on an ageing analysis of
receivables, based on past expedience on the level of detecognition of doubtful debts and bad debts, as well
as based on an analysis of the 1espective client's ability to settle his linbilities, of any changes in the contracted
payment conditions, etc, If the financial position and operating results of elients deteriorate (above the
expected levels), the receivables, which must be written-off in subsequent reporting periods, may exceed the
estimated as of the reporting date. As of 31 December 2017, the Management’s best estimate on the need of
impairment of receivables, amounts to BGN 7,329 thousands (31 December 2016: BGN13,122 thousand.).
Further information is diselosed under Note 14,

4.24.7. Deferred tax assets

The estimation of the probability of realizing deferred taxable income, against which the deferred taxable
assets to be utilized, is based on the latest approved budgeted estimate, adjusted to reflect the significant non-
tables income, and expenses, and the specific limitations to transfer unused taxable losses and credits. The
tax rates in the different jurisdictions, in which the company operates, are also taken into account. [f the
reliable estimate of taxable income implics the probable use of 2 defecred tax asset, especially in cases when
the asset can be used without any time restrictions, the deferred tax asset is recognised in full, Recognition of
deferred tax assets that are subject to certain legal or economic limitations, or uncertainty, is assessed by the
Managernent on a case-by-case basis, taking it into consideration the specific facts and circumstances.

4.24.8. Provisions

Provision of trangpon, processing and storage of spent nuchear el

In accordance with the effective, until 2030, Strategy for Management of the Spent Nuclear Fuel and
Radioactive Waste, adopted by a Decision of the Council of Ministers on 02.09.2015, the Company has 2
zegulatory obligation to transpost at minimum 50 tons of heavy metal per year spent nuclear fuel (SNF) for
processing and storage in Russia, in the presence of favourable financial and economic conditions,

In 2017, one shipment to Russia of 8 containers containing 232 assemblies of WWER-440 SNF was carried
out. On 08.02.2018 a Technical Expert Council mceeting was held examining the technieal, economic and
legal aspects of the possibility for Kozloduy NPP to carry out shipments of spent nuclear fiel from WWER-
440 and WWER-1000 to Russia in 2018 and the following years, According to the decision taken in 2018 no
teansfer of SNF from WAWER-440 aad WWER-1000 from Kozloduy NPP to Russia is envisaged. At the
meeting, a decision was taken to start exploring the possibility of transporting spent nuclear fuel from
WWER-1000,
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Provision for decormmissioning of nuclear - facifities

In compliance with the requirements of IAS 37 Provisions, Contingent Liabilities and Contingent Assets,
provisions must be recognised in respect of future amounts with nncertain timing and amount. Provisions are
recognised only if the following criteria are satisfied:

- The entity has a present Liability, arising from a past event;

= Itis possible that an outflow of the eatity’s cash resources, embodying economic benefits, may be

required to settle the liability; and

- The liability ean be reliably estimated.

Based on the requirement of the Standard on the reliable estimates’ tecm, the Company has not accrued any
provisions for 'decommissioning of nuclear facilities' and for 'safe storage of the spent nuclear fuel, due to
the following reasons:

- The Company is subject to specific laws - The Safe Use of Nuclear Energy Act, the Regulation on
pricing and Decrees for the Raising Funds in Radioactive Waste Fund (RAWF) and Nuclear Facilities
Decommissioning Fund (NFDF) adopted by the Council of Ministees. In accordance with the requirements
of these statutory acts, current expenses, related to contributions due to those funds, paid into budgetary
accounts, are accrued in the statement of profit or loss and other comprehensive income. In compliance with
the matching principle of revenue and cxpenses, under the Accountancy Act, the price of electricity on the
regulated market, as defined by the EWRC, is recognized as an expense to the extent of the contributions,
due to the NFDF and the RAWE;

- In connection with the agreements with the European Commission for carly closure of Units 1 to 4,
the State has agreed funding from external sources for the construction of dry spent fuel storage facility
(DSFSE), and the expenses, incurred for salagies and social security contributions of the personnel, employed
on Unit 3 and Unit 4, as well as other financing;

- Pursuant to Decision No. 839 of the Council of Ministers, in December 2008 the assets in Unit 1
and Unit 2 were transferred free of charge from Kozloduy NPP EAD to SE RAW, Sofia, whose principal of
activity s ‘decommissioning”. By Decision No. 1038 of the Council of Ministers dated 19 December 2012,
Kozloduy NPP EAD Units 3 and 4 were declared radioactive waste management facilities and theic
management was teansferred to SE RAW. On 01.03.2013 the assets and the employees of Units 3 and 4 were
transferred to SE RAW,

In accordance with the statutory requirements, if the implementation of the decornmissioning project is more
expensive than the estimates approved by the Management Board of the Nuclear Facilities Decommissioning
Fund, the additional costs shall be covered by the entity that most recently operated the nuclear (in this case,
Kozloduy NPP). Since as of the date of approval of the interim condensed separate financial statements there
is no clear national strategy on the decommissioning of nuclear facilities and no estimate of the forecast costs
of the project has been made by the Nuclear Facilities Decommissioning Fund, the Company is unable to
measure reliably the liability and has not recognized o provision for decommissioning of nuclear facilities a5
of 31 December 2017 and 31 December 2016,

5. Property, plant and equipment

Land and Piant, Vehicles Fixtures  Acquisition ‘Total
buildings  machines and and other costs
equipment asscets

BGN 000 BGN ‘000 BGN ‘000 BGN 000 BGN 000 BGN ‘000
Gross carrying amount
Balance as of 1 January
2017 501,304 2,246,708 8,175 65,766 239477 3,061,430
Additions 1,627 69,762 1,495 1,181 215,886 289,951
Disposals - (10,626) {14) 277 (202,025) (212,942
Balance as of 31.12, 2017 502,931 2,305,844 9,656 66,670 253,338 3,138,439
Depreciation
Balance as of 1 January
2017 (18,923) (239,954) (1,685) {40,954) - (301,516)
Depreciation (13,163) (171,877) (1,109 {3,761) - (189,905)
Disposals - 10,305 9 2N - 10,585
Balance as £ 31.12.2017 (32,086) (401,526) (2,780) {44,449 - (480,836)
Carcying amount
a5 of 31 December 2017 470,845 1,904, 318 6,876 22,226 253,338 2,657,603
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Land and Plant, Vehicles  Fixtures and  Acquisition Total
buildings  machines and other assets costs
equipment

BGN ‘000 BGN ‘000 BGN ‘000 BGN 000 BGN‘00 BGN 000
Gross carrying amouat
Balance as of 1 Januacy 2016 455,040 2,031,412 7,408 65,814 402,215 2,961,889
Additions 46,286 216,324 781 154 270,702 534,247
Disposals - (1,028) (14) {202) (433,440) (434,684)
Impairment zecopnized in
cquity 22) - - - - (22)
Balance as of 31.12.2016 501,304 2,246,708 8,175 65,766 239,477 3,061,430
Depreciation
Balance as of 1 January 2016 (6,115) (80,847) (620) (37,427) - (125,009
Depreciation (12,808) (159,889) (1,073) (3,727) - (177,497
Disposals - 782 8 200 - 990
Balance as 0f 31.12.2016 {18,923) (239,954 (1,685) (40,954 - (301,516)
Carrying amount
as of 31 December 2016 482,381 2,006,754 6,490 24,812 239,477 2,759,914

Review for impairment

In accordance with the Company accounting policies propesty, plant and cquipment are revalued once in

every 3 years or at shorter intervals if there are indications that their ca
from their fair value, As of 30 June 2015 revaluation was carried out of
As of 31 December 2017 the Company has reviewed the property,
whether their carrying amount differs significantly from their Fair val
Company's assets were reviewed as of 31 December 2017, No in
propezty, plant and equipment was significantly different from its F:

air

ying amount significantly differs
the property, plant and equipment.
plant and equipment for indications
ue. The terms and way of use of the
dications that the earrying amount of
value as at 31 December 2017 were

established as a result of this review and a new revaluation of property, plant and equipment is not necessary.

Review for impairment

As of 31 December 2017, impaitment tests have been

such (31 December 2016: same as above). No indica
cquipment exceeds their recoverable value were estab

Expeases for acquiting long-term tangible assets

prepared that do not show indications of performing
tions that the carrying amount of property, plant and
lished as a result of the conducted review,

As of 31 December 2017 the acquisiion costs of non-cucrent tangible assets amount to BGN 253,338

thousand and are mainly related to:

- Activities to extend the operational life of Units 5 and 6;

- Project to improve the generation efficiency in the Company.

Advance payments for acquisitions of non-current assets, amount to BGN 1,004 thousand as at 31

December 2017 (31 December 2016: BGN1,049 thousan

assets' acquisition cost.

Collaterals on loans

The Company has not pledged any property, plant and equipment as collaterals of its liabilities.

Other disclosures

As a result of the complexity of property,
the long periods of their possession by
they were measured after initial recogniti

d) which are included in the non-current tangible

plant and equipment, recognized under their remeasured value, and

the Company, disclosures of the carrying amount of these assets, if
on at acquisition cost, is impracticable,
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6. Intangible assets

The earrying amouats of the intangible assets for the xeporting period can be analysed as follows:

Gross carrying amount
Balance a5 of 1 January 2017
Additions

Disposals

Balance a5 of 31 December 2017

Depreciation

Balance as of 1 December 2017

Depreciation

Disposals

Balance as of 31.12.2017
Cacrying amount as of
31 December 2017

Gross carrying amount
Balance ns of 1 January 2016
Additions

Disposals

Balance as of 31.12,2016
Depreciation

Balance as of 1 Januacy 2016
Depreciation

Disposals

Balance as of 31.12.2016
Cacying amount as of

31 December 2016

Development Patents and Software Other Tatal
products licences

BGN 000 BGN ‘000 BGN ‘000 BGN ‘000 BGN ‘000

47,578 4,266 14,041 69,743 135,628

5,646 312 777 - 6,735

- {300) (503) - (803)

53,224 4,278 14,315 69,743 141,560

(45,822) (2,480) {11,675) {69,743) (129,720)

(540) (254) (679) - (1,473)

- 300 503 - 803

{46,362) (2,434) (11,851) (69,743) {130,390)

6,862 1,844 2,464 - 11,170

Development Patents and Software Gther Total
producis licences

BGN ‘000 BGN ‘600 BGN ‘000 BGN ‘000 BGN “000

47,578 2,976 13,677 69,743 133,974

- 1,309 372 131 1,812

- (19) (8 (131) (158)

47,578 4,266 14,041 69,743 135,628

{45,284) {2,331) (11,043) (69,743) (128,401)

(538) {167} (639) - (1,344)

- 18 7 - 25

(45,822) {2,480) (11,675) (69,743) 129,720y

1,756 1,786 2,366 - 5,908

The research and development activity products are the result of scientific research on programs and
methadologies, created models of external services or authorial teams of Kozloduy NPP,

The Company has conducted an impairment test for the intangible assets as at 31 December 2017, No
indicators have been established that the carrying amount of the assets exceeds their recoverable amount.

The Company has not pledged any intangible assets as collaterals of its liabilites.
7. Investment properties

Investment properties represent real estate - land and a building, located in Sofia. The movement of
investment properties for the period s as follows:

31 December 31 December

2017 2016

BGN ‘000 BGN ‘000

At the beginning of the year 4,059 3,034
Increase from fair value measurement 36 1,025
At the end of the year 4,095 4,059
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Fair value measurement

Investment property was measured at fair value as at 31 December 2017. The fair value measucement is
based on the observable and unobservable data, adjusted by specific factors, such as area, location and
current use, The performed valuation is consistent and recurring due to the application of the fair value
model under IAS 40 and is pecformed regularly as at the date of each financial statement with the assistance
of independent certified appraisers. The input data, used in the valuation, ace subject to adjustments, but are
directly or indirectly available for obsecvation. As 2 result, the hypothesis employed is categorized as
hypothesis of Level 2,

The table below provides a description of the valuation techniques, used to determine the fair value of
investment property for 2017, and the significant unobservable input data used:

Weight of Significant unobservable
Valuation method the valuation Valuation techniques >ign '
input data
method
Market prices of similar Information on concluded
Comparative method 50% propextics in the same and transactions, prices of
ncarby locations identical properties
o Capitalized rental income Rental rates f?r the
Income method 50% , respective region, for the
method, discounted cash fows .
respective type of property
Analysis of the property
based on the costs to
construct it at the time of
Cost of assets method 0% Current valuation method the valuation, increased by
the value of the land and
the improvements, made
on the property

Operating lease as a leasor
The Company has concluded a contract to lease real estates - lad and building -for a period of 10 years.
The future minimum lease payments under the contract are as follows:
31 December 31 December

2017 2016
BGN ‘000 BGN ‘000
Up to 1 years of age 285 285
From 1 to 5 years 1,141 1,141
Over 5 years 760 1,045
2,186 2471
8. Investments in subsidiaries
The Company has the following investments in subsidiaries:
Country of Principal 31 December 2017 31 December 2016
Subsidiary name incorporation activities
BGN <000 % BGN ‘000 %o
Kozloduy NPP - New Constructing
Build EAD Bulgaria of power units 14,000 100 14,000 100
Generation
KOZLODUY HPP and sale of
EAD Bulgaria electricity 1,082 100 1,082 100
Maintenance
Interpriborservice OOD  Bulgaria services 79 63,96 79 63,96
15,161 15,161
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Investments in subsidiaries are accounted in the separate financial statements of the company at cost,

The company owns 100% of the capital of Kozloduy NPP - New Builds EAD, Kozloduy, comprised of
1,400,000 ordinary, xegistered shares at nominal value of BGN 10 each.

The company owns 100% of the capital of Kozloduy HPP EAD, Kozloduy, comprised of 1,082 ordinary,
registered shares value of BGN 1,000 cach.

The company has a controlling interest of 63.96% in the capital of Interpriborservice QOD, Kozloduy. The
company owns 71 share of its capital which amounts to 111 shares, at nominal value of BGN 100 each. The
investment amounts to BGN 79 thousand, 41 shares were initially acquired for BGN 4 thousand and 30
additional shares were purchased from DZU Stara Zagora for BGN 75 thousand in 2001. The transactions
with this company relate to deliveries of assets, supplies related to assets’ modernization and reconstruction,
as well as purchases of inventory and hired services,

In 2017 Kozloduy HPP EAD distributed dividends amounting to BGN 777 thousand and Interpriborservice
OOD amounting to BGN 56 thousand. The subsidiaries have ot distributed any dividends in 2016,

The Company does not have provisional debts or other undertaken commitments, related to investments in
subsidiaries,
9. Non-curtent trade and other receivables

31December 31 December
2017 26

BGN ‘000 BGN *000

Trade receivables 5,123 -
Financial assets 5,123 -
Non-custent trade and other receivables 5,123 -

With effect from 28 December 2017, an agreement was signed with Arcadia Service AD for rescheduling of
overduc receivables for sold clectricity amounting to BGN 7,821 thousand at an agreed annual interest of
10%. The deadline for repayment of the linbilities under the agreement is 30 June 2019, Receivables are
secured by pledge of movable property and current and future receivables,

With effect from 28 December 2017, an agreement was signed with Energy Financing Group AD for
rescheduling of overdue receivables for sold electricity amounting to BGN 6,813 thousand at an agreed
annual interest of 10%. The deadline for repayment of the liabilities under the agreement is 30 June 2019,
Receivables are secured by pledge of movable property and current and future receivables.

10. Available-for-sale financial assets

The company has 1.12% (50,400 shares) participation in the capital of the ZAD Energia, Sofia, established in
Bulgaria. Allianz Bulgaria Holding AD is the majority shaccholder of ZAD Energia. The carrying amount of
available-for-sale financial assets is presented as follows:

31 December 2017 31 December 2016

BGN 900 BGN ‘000

Shares in ZAD Energia 232 232
Catrying amount 232 232

The shates of ZAD Energia are not quoted on an active market and their fair value cannot be zeliably
measured. As a resule, the above quoted investment is earried at acquisition cost.

The company reccived dividends of BGN 251 thousand from ZAD Energia in 2017 (2016: BGN 302
thousand), :
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11, Deferred tax assets / (labilities)

Deferred taxes arise as a result of temporary differences and can be presented as follows:

Defereed tax assets / (liabilities) 112017 Rccognised Recognised in 31.12.2017
in other profit or loss
comprehensi
ve income
BGN ‘000 BGN ‘000 BGN ‘000 BGN 000
Non-curtent assets
property, plant and equipment - sevaluaton (154,463) - - (154,463)
property, plant and equipment - depreciation (40,849) - 7,260 (33,589)
property, plant and equipment - impairment 465 - - 465
Investment property — revaluation (103) - 3 (106)
Current assets -
Inventory - impairment 1,062 - (11 1,051
Trade and other receivables - impairment 1,312 - (579 733
Noa-cussent liabilities
liabilities for retirement employee benefts 5,070 508 231 5,809
Curcent liabilitics
Provisions 2,994 - 2,927 67
Unused Icaves by the personnel 1,454 - 367 1,821
Accrued bonus to the personnel
564 - - 90 654
(182,494) 508 4,428 (177,558)
Deferced tax assets 12,921 10,600

Deferred tax liabilites (195,415)

Recognised as:

Deferred tax liabilities, net !182,494!

Deferred tax for the comparative period 2016 can be summarized as follows:

(188,158)
{177,558)

Deferred tax assets /(liabilities) 112016 Recognisedin  ~ Recognisedin * 31.12.2016
' other profit oz loss
comprehiensive
income
BGN ‘000 BGN ‘000 BGN 000 BGN ‘000
Noen-cursent assets
property, plant and equipment - revaluation {154,465) 2 - (154,463)
property, plant and equipment - depreciation {45,685) 4,836 (40,849
property, plant and equipment - impairmenc 465 - - 465
Investment property — revaluation - - (103) (103)
Current assets .
Inventory - impaicment 1,118 - (56) 1,062
Trade and other seceivables - impaicment 969 - 343 1,312
Non-current liabilities
liabilities for retirement emplayee benefits 3,976 1,182 (88) 5,070
Current liabilities
Provision for Spent Nuclear Fuel 2,994 - - 2,994
Unused leaves by the personnel 1,284 - 170 1454
Accrued bonus to the personned 253 - 311 564
{189,091) 1,184 5,413 (182,494}
Deferced tax assets 11,059 12,921
Deferred tax liabilities (200,150} (195415)
Recognised as: ) :
- Deferred tax liabilities, net - (189,091) {182,494)
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12, Nuclear Fuel

as of 01 January 2016

Fuel, purchased within the year
Transfers

Fuel, spent within the year

as of 31 December 2016

Fucl, purchased within the year
Transfers

Fuel, spent within the year

as of 31 December 2017

13. Inventories

Inventories, recognised in the separate statement of financial position can be analysed as follows:

Spare parts
Fuels

Metals
Equipment
Reagents
Other materials
Total Matedals
Goods

Total Inventorics

An impairment of the idle inventory was
independent certified appraiser amountin

December 2016 based on the report of an

Fuel Ioaded in the Fresh Nuclear

reactots Fuel Total
BGN ‘000 BGN ‘000 BGN ‘poo
82,478 153,423 235,901
- 133,766 133,766
134,587 (134,587) -
(144,857) - (144,857)
72,208 152,602 224,810
- 140,774 140,774
133,370 (133,370) -
(130,141) - {130,141)
75,437 160,006 235,443

31December 31 December

2017 2016

BGN 00 BGN ‘000

49,697 50,469

2973 3,010

1,053 1,061

595 619

342 312

3,089 4.746

58,649 60,217

113 103

58,762 60,320

and a previous periods impairment amounting to BGN 13 thousand was reversed,
Inventory is not pledged as collateral of liabilities.

14, Trade and other receivables

pecformed as of 31 December 2017 based on the report of an
g to BGN 591 thousand and a previous periods impairment
sed. An impairment of the idle inventory was performed as of 31
independent certified appraiser amounting to BGN 10 thousand

31December 31 December

2017 2016

BGN *000 BGN ‘000

Trade receivables 32,696 49,634
Impairment of trade receivables (1,075) (668)
Receivables from litigations and writs 2,660 8,283
Impairment of receivables from ligations and writs (2,201) (8,208)
Receivables from CCB (insolvent) net from impairment 501 501
Other receivables 58 330
Imprirment of other receivables (17 {210)
Financial assets 32,622 49,662
Advances 4271 7,818
Prepayments 479 503
Non-financial assets 4,750 8,321
Trade and other receivables 37,372 57,983

34



KOZLODUY NPP EAD
Separate Financial Statement
31 December 2017

te 9. The net book valye of trade and other
eir fair value,

All receivables are short-term, except those disclosed in No
receivables is accepted as a reasonable es timated amount of th

As of 31 December 2017 the Company has receivables from
the amount of BGN 4,537 thous

Commercial Bank AD (CCB
inelusion in the creditors
the CCB {insolvent).

In 2017 in the Commercial
available amounts among th
distribution of the syndics,
grounds of this informatio
2017/20.02.2017 and Minutes No. 21
of the receivables from the CCB (in
namely BGN 4,036 thousand.

Cotporate Commercial Bank AD - insolvent at
.04.2015 of the Sofia City Cour, the Corporate

aims filed by the Company for

of 31 December 2017 have been teviewed for indication of impairment.
Some trade and other receivables have been impaired and the respective impairment, amounting to BGN 471
thousand (31 December 2016; BGN 3,739 thousand) was recognised in the statement of profit or loss and
other comprehensive income, under 'Other cxpenses’,

The change in impairment of trade and other reccivables may be presented as follows;

31December 31 December

2017 2016

BGN 000 BGN ‘000

Balance 25 of 1 _]anuary 9,086 8,787
Impairment loss 47 610
Reversed impairment loss (6,264) (311)
Balance as of 31 December 3,293 0,086

An analysis of the age structure of trade and other receivables is

The carrying amount of
thousand) and others (B

15. Cash and cash equivalents

prepayments includes insur
GN 17 thousand). These scfer for the year 2018,

presented in explanation 35,2 .
ance costs (BGN 428 thousand), subscriptions (BGN 34

Cash and cash equivalents include the following items:

31December 31 December
2017 2016
BGN ‘000 BGN 00

Cash at banks and cash in hand, denominated in:
- Bulgarian Leva (BGN) 175,927 65,877
- Euro (EUR) 2,108 10,080
~ US dollars (USD) 174 57
- Bitish Pounds (GBP) 1 1
- Canadian dollars (CAD) - 2
- Swiss Francs (CHF) 1 1
Cash and eash equivalents 178,211 76,018

The cash at banks
under bank deposi

(in current accounts) bear interes
ts.

t, at floating interest rates, based on the daily intecest rates
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Reconciliation between the opening and closing balances in the separate statement of financial
position as of 31 December 2017 of the liabilities arising from financial activities

Cash flows from financing Changes of a non-monetary nature -
activity cashless
Liabilities arising from On1 Effect of On31
finzacial activitics January Proceeds Payments f&cquircd exchange Other December
(increases) changes
rate changes
Lonp-term bank loans 149,272 - {45,118) 2,034 - - 106,188
Tatal Liabilities arising from
financial activitics _ 149,272 - (45,118 2,034 - - 106,188

16. Assets distributed to the owner in 2013 and discontinued operations

On 19 December 2012, Decision Ne 1138 was taken by the Council of Ministers on the announcement of
Unit 3 and Unit 4 of Kozloduy NPP as faciliies for management of radioactive waste, subject to
decommissioning, and declating these, topether with the respective property as private state property, as well
as their transfer to the State Enterprise Radioactive waste (SERAW), by simulteneous decrease and increase
of the capital of Kozloduy NPP, in the amount BGN 25411 thousand.

The assets and personnel, associated with Unit 3 and Unit 4, were transferred to SERAW in compliance with
the signed bilateral take-over certificates in 2013.

Revenue and expense, associated with Unit 3 and Unit 4, are eliminated from the profit from continuing
operations of the company for 2017 and 2016, and are presented in the statement of profit or loss and other
comprehensive income, under 'Loss for the year from discontinued operations'.

31 December 31 December

2017 2016
Profit from discontinued opetations (202) -
Profit for the year from discontinued operations (202) -

In accordance with the effective, until 2030, Strategy for Management of the Spent Nuclear Fuel and
Radioactive Waste, adopted by a Decision of the Council of Ministers on 02.09.2015, the Company has a
regulatoty obligation to transport at minimum 50 tons of heavy metal per year spent nuclear fuel (SNF) for
processing and storage in Russia, in the presence of favourable finandial and economic conditions.

In 2017, one shipment to Russia of 8 containers containing 232 assemblies of WWER-440 SNF was carded
out. On 08.02.2018 a Technical Expert Council meeting was held examining the technical, economic and
legal aspects of the possibility for Kozleduy NPP to carry out shipments of spent nuclear fuel from WAVER-
440 and WWER-1000 to Russia in 2018 and the following years. According to the decision taken in 2018 no
transfer of SNF from WWER-440 and WWER-1000 from Kozloduy NPP to Russia is envisaged, At the
meeting, a decision was taken to stast exploring the possibility of transposting spent nuclear fuel from
WWER-1000.

The cash flows, generated by the disposal group, can be presented as follows:

31 December 31 December
2017 2016
BGN 000 BGN ‘000

Operating activity
Payments to suppliers (9,517) -
Net cash flows from discontinued operation (9,517) -

17. Equity
17.1. Share capital

The registered capital of the Company consists of 23,616,526 fully paid, ordinary, registeced shares with a
nominal value of BGN 10 each. All shares are equally eligible to receive dividends and the tepayment of
capital and represent one vote at the shareholders' meeting,
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The change in the number of issued shares is presented, as follows:
31December 31 December

2017 2016

Number of Number of

Number of shares issued and fully paid: shares shares
At the beginning of the year 23,616,526 19,649,286
Issue of shares 841,963 3,967,240
Number of shares issued and fully paid 24,458,489 23,616,526
Total number of shares, authorised on 31 December 24,458,489 23,616,526

The sole owner of the Company is Bulgarian Energy Holding EAD. The latter is owned by the Ministry of
Encrpy. '

By vittue of Decision of the Board of Directors of BEH EAD dated 23.05.2017 the share capital of the
Company was increased with BGN 8420 thousand, representing the remainder of the net profit of the
Company for 2016, by issuing 841,963 new ordinary, registered shares, which tepresent 3.44 % of all issued
shares. All shares are equally eligible to reccive dividends and the repayment of capital and represent one vote
at the sharcholders' meeting. 24,458,489 shares were registered in the Commercial Registry on 4 September
2017 and the Comnpany's capital increased to BGN 244,584,890,

17.2. Statutory reserves
Statutory teserves are formed by sharcholders companics, such as Kozloduy NPP EAD, as a distribution of

Statutory rescrves

BGN 000
Balance as of 01 January 2016 16,561
Reserves increasc via retained earnings 3,088
Balance as of 31 December 2016 19,649
Reserves increase via retained earnings ’ ' 136
Balance as of 31 December 2017 19,785

17.3. Revaluadon reserve of non-financial assets

Revaluation reseeves are formed by the difference between the carrying value and the fair value of propexty,
plant and equipment at the revaluation date, in accordance with the report, issued by the independent
certified appraiser, less the respective deferred tax liabilities.
Revaluation resetve of non-
financial assets

BGN 000
Balance as of 01 Januacy 2016 _ 1,385,905
Revaluation non-financial assets, net of tax (20)
Transfer to retained earnings upon disposals of assets (294)
Balance as of 31 December 2016 1,385,591
Transfer to retained earnings upon disposals of assets {1,346)
Balance as of 31 December 2017 1,384,245

17.4. Other reserves

Other reserves, amounting to BGN 984,126 thousand (31 December 2016: BGN 084,126 thousand) are
formed as a result of prior years' profit distribution. Such may be used to pay dividends, to cover losses and
for other pusposes, pucsuant to a decision of the sole sharcholder,
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17.5. Declated and paid dividends

By virtue of Minutes No, 38-2017/10.05.20170f the Board of Ditectors of BEH EAD and according to
Order No 2 of the Couacil of Ministers of the Republic of Bulgaria, distribution of dividends from the 2017
profits, amouating to BGN 611 thousand, were approved. The dividend attributable to one share is BGN
0.02. (2016: 1.68 BGN).

As of the date of preparation of the annual scparate financial stazements, Kozloduy NPP does not owe any
dividend to BEH EAD,

In accordance to items 4 of Ocder Ne 2 of the Council of Ministers, dated 9 March 201 8, for establishment
and contributing to the State a portion of the profits, realized by state enterprises and commercial catities,
with state interest in their capital, the Company must pay divideads to the State, amounting to 50% of the
2017 profits after tax, and net of the deductions for the "Reserves" Fund. The amount of these dividends
should not exceed 50% of the profit, disclosed in the consolidated financial statements for the financial
reporting 2017.

18. Loans
Effective intetest 31December 31 December
rate Maturity 2017 2016
BGN 000 BGN ‘000

Non-current portion:
EURIBOR + from 1 January 2019

Loan - EURATOM - principal  0.079%t0 0.13% o0 10 May 2021 66,132 105,004
66,132 105,004
Cutrent pottion:
from 15 Janus
EURIBOR, + 2018 to 31
Loan - EURATOM - principal  0.079% 10 0.13%  December 2018 38,872 42,783
Loan - EURATOM - interest 1,184 1,485
40,056 44,268
Total loans 106,188 149,272

In 2000, Kozloduy NPP EAD signed an agreement with the European Atomic Energy Community
(EURATOM) for a loan amounting to EUR 212,500 thousand (BGN 415,614 thousand). It was aimed to

interest of 5.76%, while the remaining tranches are at floating interest rates, based on a 6-month EURIBOR
plus a mark-up, vagying from 0.079% to 0.13% for the differeat tranches, Bach tranche has a sepazately
contracted repayment schedules, with 10 May 2021 being the latest contracted maturity date. The loan is
irrevocably and unconditionally secured by the Government of the Republic of Bulgaria and by NEK EAD
(2 related party under common control).

The loan contract contains special clauses with restricting conditions as regards changes of end owners, as
well a5 financial conditions requiring achieving cectain levels of leverage ratios and debt secvice coverage (sce
explanation 37).

19 Retained amounts under construction contracts

The amounts, retained under construction contracts as of 31 December are a5 follows:

31 December 31 December

2017 2016

BGIN ‘000 BGN ‘000

Non-current 159 87
Current 5,034 3,522
5,193 3,609
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/orks, should be paid to suppliers after obtaining permits to use, while the remaining should be paid in the
“contracted time frames.
20 Financing

31 December 31 December

2017 2016

BGN “000 BGN ‘000

On 1 Janunary 191,545 191,736
Received within the year 74 3,583
Recognised in profit or loss {5,615 (3,744)
On 31 December 186,004 191,545
Non-current 179,950 185,509
Current 6,054 6,036

The financing is obtained by Funds and under programs for construction of propetty, plant and equipment
with ecological purpose.

21 Liabilitics for retirement employee benefits

In accordance with the Bulgarian labour legislation and the collective labour contract, the Company is obliged
to pay personnel a number of gross monthly salaries upen its retirement, depending on their years of services
in the company and the labour category. The defined benefit plan of the personnel upon retirement is not
funded,

The plan exposes the Company to actuarial risks, such as interest risk, risk of changes in the population's life
cxpectancy and inflation risk,

Interest risk

* The present value of the liabilities under defined benefit plans is computed at 2 discount rate,
determined based on the market profitability of the treasury shares held, The maturity of the
secusities corresponds to the estimated time of the liabilities under defined benefit plans and such
ace denominated in Bulgarian Leva. A decline in the market profitability of the treastry shares held
will result in increase of the Company's liabilities under defined benefit plans,

Risk of changes in the population's life expectancy

® Increase in the estimated life expectancy of the personnel would result in increase of the liabilities
under defined benefit plans.

Inflation risk

* Increase in the inflation would result in increase of the Habilities under defined benefit plans.
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The changes in the present value of the liabilities for reticement employee benefits are as follows;

31 December 31 December

2017 2016

BGN ‘000 BGN ‘000
Balance as of 1January 50,700 39,759
Intesest expense 1,354 1,655
Expenses for current labour experience 6,026 4,893
Expenses for past Iabour experience - (979)
Actuarial (gains)/losses, related with liabilities upon retirement, due
to illness, (retirement employee benefits) 37 99
Income, paid to the personnel {5,111) (6,551)
Actuaial (gains)/losses from changes in the acual experience 3,226 9,715
Actuarial (gains)/losses from a change in the financial assumptions 1,848 2,018
Actuarial (gains)/losses from changes in the demographic
assurnptions 5 91
Balance as of 31 December 58,085 50,700
Non-current 49,752 44,073
Current 8,333 6,627

In determining the lLiabilities for retirement employee benefits, the following actuarial assumptions are
employed:

31 December 2017 31 December 2016

Discounting rate 1.4% 2.5%
2% for the fitst 3 yeats; 2% for the firsc 3 years;

Future increase in the remunerations After that 2% per annum After that 2% per annum

The company’s Management has employed these assumptions with the help of an independent certificd
appraiser. These assumptions are employed in detesmining the amount of defined benefit payables for the
seporting periods and are considered to be the Management's best estimate.

The total amount of the company's retirement employee benefits, recognised in profit ot loss, can be
presented as follows:

Retirement employee benefits - expenses
2017 2016

BGN ‘000 BGN ‘000

Expenses for cureent Iabout experience 6,026 4=89-_3
Expenses for past lbour experience - (979)
Interest expense 1,354 1,655
Actuarial (gains)/losses, related with liabilities upon retirement, due to

illness, (retirement employee benefits) 37 99
Total expenses, recognised in profit or loss 7,417 5,668

The expenses, incurred with regards to current and past labour expedence, as well as the actuarial losses,
related with liabilities upon retirement due to illness (retirement employee benefits), are included in
'Employec benefits expenses’. Interest cxpenses are included in the statement of profit or loss and other
comprehensive income, under 'Finance costs'.

The total amount of the Company's expenses under defined benefits, recognised in other comprehensive
income, can be presented as follows:
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2017 2016

BGN ‘000 BGN 000

Actuarial (gains)/losses from 2 changes in the actual expetience (3,226) (9,715)

Actuarial (gains)/losses from 4 change in the financial assumptions (1,848) (2,018)

Actuaal (gains)/losses from changes in the demographic assumptions {5) (o)
Total Actuarial (gains) / losses, recogniscd in other

comprehensive income (5,079) (11,824)

Based on past experience, the Company expeets to pay BGN 8,333 thousand contributions under defined
benefits in 2018,

The weighted average continuation of the Habilities to pay defined benefits as of 31 December 2017 js 13,8
years.

The significant actuarial assumptions in determining the liabilities under defined benefit plans, relate to the
discounting rate, the estimated percentage increase of salaries, the percentage of personnel's tutnover and the
estimated life expectancy,

The table hereafter presents analysis of the elasticity and summarizes the effect of changes in these actuarial
assumptions on the liabilities under defined benefit plans as at 31 December 2017:

Changes in significant actuarjal assumptions

in BGN ‘000
Discounting rate Increase by 1% Decrease by 1%
Increase/(decrease) in libilitios under defined benefit plans (1,789) 1,957
Percentage increase of salaties Increase by 1% Decrease by 1%
Increase/(dectease) in liabilities uades defined benefit plans 1,941 (1,809)
Estimated life expectancy Increase by Decrease by 1
lyear year
Increase/(decrease) in liabilities under defined benefit plans 184 (191)
Percentage of personnel's turnover Increase by 1% Decrease by 1%
Increase/(decreasc) in lizbilities nnder defined benefit plans (1,911) 2,063

The sensitivity analysis is based on 2 change in only one of the assumptions. It may differ from the gcnyal
change in lisbilities under defined benefie plans, as changes in the assurnptions ate often interrelated.

22 Trade and other payables

Trade and other payables, reflected in the separate statement of financial position include:

31Dccember 31 December

2017 2016
BGN 00 BGN ‘000
Liabilities to suppliers 62,706 49,838
Other liabilities 6,260 26,893
Financial liabilitieg 68,966 76,731
Liabilities for remunerations to the personnel 22381 19,940
Liabilities for social security contributions 8,047 5,902
Tax liabilities 17,246 6,901
Liabilities under contributions to the DNF Fund, the RAW Fund and 14,561 12,524
the ESS Fund
Liabilities under received advance payments 33 2,304
Non-financial liabilitics 62,268 47,571
Trade and other payables 131,234 124,302
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23 Revenue from sales of production

Sales of electricity on a non-regulated macket
Sales of clectricity on 4 stock exchange market
Sales of available capacities

Sales of clectricity on a regulated market
Sales of electricity on 2 balancing market
Revenue from clectricity sales

Sales of thermal energy

Revenue from sales of production

24 Income from sale of services, goods and other sales

Revenue from penalties and fines under contracts
Revenue from sales of services

Income from established rights of use

Gains from sales of non-current assets

Gains from revaluation of investment property
Revenue from insurance events

Gains from sales of materials

Revenue from sales of scrap

Revenue from sales of goods

Revenue from assets' surplus

Rental income

Other income

25 Costof materials

Nuclear fuel, lubricants and fuels
Spaxe parts and tools

Materials for current maintenance
Uniform and special outfits
Reagents for production
Purchased electrie energy
Specialised literature and stationery
Construction matesials and metals
Advertising materials

Others

2017 2016
BGN ‘000 BGN ‘000
431,308 622,126
336,923 52,274
- 40,549
145,560 94,664
(4,079) (60)
909,712 809,553
2138 2610
911,850 811,563
2017 2016
BGN 000 BGN ‘000
5,207 10,013
5,203 5,183
19 5,375

13 .

36 1,025
725 498

5 47

178 182
316 310
74 52
230 242
927 845
12,933 23,772
2017 2016
BGN ‘000 BGN 009
134,621 136,203
6,040 5,521
2,205 2,871
1,023 827
904 869
569 625
206 392
116 110

86 72

- 2
145,770 147,492
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26 Hired services costs

2017 2016
BGN ‘000 BGN ‘000
Repair and maintenance services 45,410 42,629
Services, provided in connection to extending the licence
certification of Unit 5 and Unit 6 22,841 69,568
Water usage fec 1,267 14,062
Propesty insurance and nuclear damage 15,768 10,993
Armed security and fire security 10,946 9,604
Consulting and audit services 3,512 3,860
Fees for permits by regulatory bodies 5,090 5,808
Transport costs 3,157 3,144
Taxes and fees 3,583 3,255
Sanitation and landscaping 1,753 3,205
Researches, measurements and control 561 641
Services for providing safety food, as per ordinance 2,143 2,143
Water-supply and sewerage services 1,345 1,320
Training and qualification; 349 1,672
Informational, post and telecommunication services 357 349
Medical treatment services 333 2N
Others 2413 2,070
120,828 174,594

Water usage fees in 2017 are accrued based on the Tagif for Fees for Water Abstraction for Use of Water
Site and Pollution, adopted by Decree Neo 383, of the Council of Ministers, and dated 29 December 2016,
cffective 25 of 1 January 2017. By letter dated 28 February 2018 the Ministry of Environment and Water, in
particular the Basin Directorate for Water Management of the Danube region, with centre - Pleven, confirms
the information in the declarations for outstanding fees, submitted by Kozloduy NPP EAD, under Art. 194b
of the Water Act, for the pedod from 01 January 2017 o 31 December 2017, The acerued and due amount
for 2017 of BGN 1,267 thousand is included in the current expenses for water usage fees for 2017,

In 2017, the Company continued to work on the procedure, which was initiated in 2012, namely to prepare
documents for the extension of the operating licenses of Units 5 and 6.

27 Employce bencfits expenses

2017 2016

BGN ‘000 BGN ‘000

Salaries and wages 128,595 122,892
Social security contributions 33,938 31,649
Social expenses, in cash 20,473 18,893
Food expenses, incucred in accordance with Decree Ne 11 14,403 11,899
Retirement employee benefits 6,063 4,013
Compensations, provided in accordance with the Labour Code 1,007 963
204,479 190,309
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: 2017 2016
f:‘v BGN ‘00 BGN 000
i Annual instalment in the Decommissioning of Nuclear Facilities
"'Fund 68,228 60,716

.+ Annual instalment in the Radioactive Waste Fund 27,291 24,299
:1 - Annual instalment in the ESS Fund 45,489 40,478
»' Donations 707 768

Impaitment of receivables 471 3,739

Revessal of receivables impairment (6,263) (311)

Impaitment of PPE - -

Membership fees 811 878

Social costs 1,674 39

Shortages and defaults 333 600

Business trips 606 643

Itapairment of inventory 591 . 10

Reversal of inventory impaicment (27 (13)
. Tax on expenses - 532
" Entertainment cost 228 238
Penalties and charges under contracts 81 60
Penalties and charges by laws 7 -
Other expenses 1,049 212
141,276 133,240
2Y Finance income and finance costs
2017 2016
BGN ‘000 BGN ‘000
Interest expense under loans 2034 2,522
"Total intetest expense under financial instruments that are
not carried at fafr valne in profit or loss 2,034 2,522
Interest expenses on liabilities for retitement employee bencfits 1,354 1,655
Fees and commissions expenses 27 36
Negative exchange rate differences 117 58
Financial costs 3,532 4,271
The financial income for the reporting period can be analysed as follows:
2017 2016
BGN ‘000 BGN ‘000
Interest income on loans granted 395 452
Interest income on agreements 1,206 -
Intecest income under cash in bank (current accounts) 155 164
Total interest income under financial assets that are not
cartied at fair value in profit or loss 1,756 616
Revenue from dividends 1,084 302
Positive exchange rate differences 26 57
Other financial revenues - 43
Financial income 2,866 1,018

30 Income tax expense

The anticipated income tax expenses are based on the applicable tax rate for Bulgaria amounting to 10% (31

December 2016: 10%) and the achual tax expense recognized in profit or loss can be

reconciled as follows:
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2017 2016
BGN ‘000 BGN ‘000
Accounting profit from continuing operations 130,127 1,145
Accounting profit from discontinued operations 202 -
Accounting profit before tax 130,329 1,145
Tax rate 10% 10%
Estimated income tax expense (13,033) (115)
Tax effect of:
Increase of the financial zesult for tax purposes (21,606) (19,716)
Decrease of the financial result for tax purposes 17,781 14,632
Estimated income tax expense (16,858) (5,199)
Deferred tax income/(loss) as a result of;
Incurrence and revessal of temporary differences 4,428 5413
Income tax expense (12,430) 214
Deferred tax income, recognised in other comprehensive income (508) (1,189)

Note 11 provides information on the deferred tax assets and deferred tax liabilities,
31 Related party disclosures

The Company discloses the following related parties:
Sole owner of the Company, exercising contral (Parent Company)
Bulgarian Energy Holding EAD (BEH)

Sole owner of the Parent Company
The Republic of Bulgaria through the Minister of Energy

Subsidiaties

Kozloduy NPP - New Build EAD
Kozloduy HPP EAD
Interpriborservice QOD

Entitics under common control with the Company (eatitics within the Group)

Natsionalna Elektricheska Kompania BEAD, TPP Maritsa Bast 2 EAD, Mini Maitsa - Iztok EAD, Bulgargaz
EAD, Bulgartel EAD, Bulgartransgaz EAD, Elektroenergien Sistemen Operator EAD, TPP Maritsa East 2
(9 and 10) EAD, PFC Beroc - Stara Zagora BAD, Bulgartel Skopje DOOEL, Gauging and Information
Technologies Energy Operator EAD (in liquidation), Independent Bulgarian Energy Exchange EAD

Assaciates for BEH Group
ContourGlobal Maritsa Bast 3 AD, ContourGlobal Operations Bulgaria AD, ZAD Energia, POD Allianz
Bulgaria AD, HEK Gorna Arda AD

Joint ventures for BEH Group
ICGB AD, South Stream Bulgaria AD, Transbalkan Electric Power Trading S.A. - NECO S.A.

Other —all enterprises connected with the Stace,

Company’s key management petsonnel as of 31 December 2017:
Zhaklen Yosif Koen, Chairman of the BoD

Ivan Todorov Yonchev, Member of the BoD

Ivan Todorov Andreev, Member of the BoD and Chief Exccutive Officer

Key management personnel of the Patent Company as of 31 December 2017:
Peter Asenov Iliev, Chairman of the BoD

Zhivko Dimitrov Dinchev, Member of the BoD

Petyo Angelov Ivanov, Member of the BoD and Chief Executive Officor

45



.-

KOZLODUY NPP EAD

Separate Financial Statement

31 December 2017

Unless explicitly disclosed
conditions and no guarantees were provided or received in respect

31.1 Related party transactions and related party payables as at yeat-

Joie owner:
BEH EAD
BEH EAD

Subsidiarier;
Interpriborsecvice OOD
Interpdborservice QOD

Kozloduy HPP EAD
Kozloduy HPP EAD

Kozloduy NPP - New Buitd
EAD

Kozloduy NPP - New Build
EAD

(continued)

Othier related parties
(itndder. foint controf)
NEK EAD
NEK EAD

ESOEAD
ESOEAD

IBEX EAD
"TPP Masitsa East 2 BAD
TPP Maritsa East 2 EAD

ZAD Energia
ZAD Energia

Sales to and purchases from related parties are
received in respect of the receivables

Reviews for impairment of the receivables
the analysis of the financial position of the ¢

2017
2016

2017
2016
2017
2016
2017

2016

2017
2016

2017
2016

2017
2016

2017
2016

2017
2016
2017
2016

not cacried out under special terms and
of such transactions.

end
Salesto  Puschases Gross  Impaimment Amounts  Amounts
related from amounts of the due from due 2o
parties related  due from amounts zelated related
including parties related due from  pactics, net parties
dividends including partics related of
dividends patties  impairment
BGN 000 BGN'060 BGN 000 BGN'000 BGN'000 BGN '000
144 934 28 - 28 43
148 39,940 20 - 29 26
102 6,707 62 - 62 613
62 6,134 7 - 7 656G
1,177 - - - - -
464 - - - - -
16 - 1 - 1 2
20 - 4 - 4 3
Salesto  Purchases Gross  Impairment Amounts  Amounts
related from amounts of the due from due to
parties related  due from amounts related related
including partics refated due from  partics, net parties
dividends including parties related of
dividends pacties  impairment
149,086 83 157,929 - 157,929 187
157,079 52. 112,030 - 112,030 315
487 4,564 379 - 379 4
347 615 373 - 373 3
333,769 258 18,410 - 13410 8,230
52,274 1m 1,09 1,091 48
69 - 928 - 928 -
5420 220 5426 5426
978 14,777 727 - 727 -
7 10,216 499 - 499 -
178,464 9,079
119,459 1,051

from and liabilities to related parties,

pecformed at contracted rates, No guarantees are provided

or

from related parties are conducted every financial year based on
espective related party and the market on which it operates.
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In February 2017, the Company signed an agreement with NEK EAD for rescheduling of outstanding
receivables resulting from clectricity sales amounting to BGN 47,497 thousand and interest amounting to
BGN 14,934 thousand at contracted annual interest rate of 3%. The maturity date of the obligations under
the Agreement concluded is 31 January 2020. As of 31 December 2017, the non-current portion under this
Agreement is BGN 23,039 thousand and the current portion is BGN 20,766 thousand.

In February 2017, the Company signed an agreement with TPP Maritsa East 2 EAD for rescheduling of
outstanding receivables resulting from electricity sales amounting to BGN 5,036 thousand and interest
amounting to BGN 471 thousand at contracted annual interest rate of 3%. The maturity date of the
obligations under the Agreement concluded is 20 February 2018.

312 Loans granted to related parties

31 December 31 December

2017 2016
BGN '000 BGN '000

Non-current portion:
Principal 12,740 14,940

Current portion:

Principal 2,200 2,150
Interest 174 202
2,374 2,352
Total loans granted ) 15,114 17,292

The loan is provided to the subsidiary Kozloduy FIPP EAD in accordance with a decision of Bulgarian
Energy Holding EAD on 7 November 2008. The credit line amounted to BGN 20,000 thousand and it
would mature in 2020. An annual interest rate equalling the BIR as at the date of payment of the due
instalment plus 0.30% margin was negotiated. Pursuant to Protocol No. 1-2015 of 12 January 2015, BEH
EAD approved signing of Annex 4 to the Contact for Credit Line No, 880080 of 7 October 2008 concluded
between Kozloduy NPP EAD in its capacity of creditor and Kozloduy HPP EAD in its capacity of debtor.
As a result, the Annex was concluded on 20 Janvary 2015 and entered in force on 14 July 2014, the loan
maturity date set to 15 Januacy 2024, The repayment of the Joan began on 15 July 2013. The loan shall be
repaid in 22 instalments, the first 2 igstalments amounting to BGN 150 thousand (15 July 2013) and BGN
1,300 thousand (15 January 2014) respectively, A repaymeat schedule was prepared for the remaining 1/15 of
the unpaid principal after 15 January 2014. In accordance with this Annex, the annual interest rate is floating
and equals the BIR plus 2.5% margin. In 2017, Kozloduy HPP EAD repaid BGN 2,150 thousandand the
credit balance as of 31 December 2017 amonnted to BGN 14,940 thousand. The loan is secured by a
promissory note. The interests accrued in 2017 amounted to BGN 395 thousand (2016: BGN 452 thousand).

31.3 Transactions with key management personnel

The key management personnel of the Company consists of the members of the Board of Directors, The
disclosed remuneration of the key management peesonnel includes the following expenses:

2017 2016
BGN '000 BGN '000

Shott-term remuneration:

Salaries and wages, including bonuses 148 130
Social security contributions 20 19
Social costs 25 22
Compensations - 18
Total remuneration 193 189

32 Cashless transactions

In 2017, the Company did not engage in any investment and financial transactions in which no cash or cash
equivalents were used.
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33 Commitments and contingent liabilities

Capital commitments

As of 31 December 2017, the Company had capital commitments amounting to BGN 64,184 thousand (31
December 2016: BGN 74,196 thousand) in association with the acquisition of property, machinery, and
facilities.

The amount of contractual commitments related to the acquisition of nuclear fuel was BGN 140,522
thousand of 31 December 2017, (31 December 2016: BGN 133,467 thousand).

Legal claims

Legal chims amounting to BGN 1,676 thousand were fled against the Company (31 December 2016: BGN
239 thousand). None of the above claims is described in details herewith, so as not to seriously prejudice the
Company’s position in the related disputes.

Guarantees
Bank guarantees and cash collaterals placed in favour of the Company amounted to BGN 53,428 thousand as
of 31 December 2017. (31 December 2016: BGN 153,156 thousand).

As of 31 December 2017, the Company had provided the following guarantees and collaterals:

Collateral on balancing contract (cash collateral) ~ BGN 326 thousand.

Collateral on contract for access and transmission of electricity (cash collateral) ~ BGN 7 thousand,
Guaraatce for concluding elecericity trade transactions (eash collateral) — BGN 75 thousand.
Collateral for participation on the electricity exchange market (cash collateral) - BGN 50 thousand,

Insurance policies

The Safe Use of Nuclear Encrgy Act stipulates a limit on the liability of the operating organisation for nuclear
damages. The Act limits the liability of the operator to BGN 96,000 thousand per accident. Pursuant to the
Vienna Convention on Civil Liability for Nuclear Damage, the operator is required to maintain an insurance
or other financial security for nuclear damage for the period of operation of the muclear facility. The
Company has an insurance policy covering the limits the law dictates. The Insurance Contract with the
Bulgarian National Insurance Pool was signed on 31 May 2016, with one-year coverage — from 1 June 2016
to 30 May 2017. The insurance coverage amounts to BGN 785 thousand (BGN 770 thousand insurance
premiurn and BGN 15 thousand premium tax). As of 27 July 2017, a new one-year contract was concluded
for the period 1 Augnst 2017 — 1 August 2018, The insurance amount is BGN 794 thousand (BGN 779
thousand insurance premium and BGN 15 thousand tax on premium). The Company took out a propesty
insurance policy against industrial fire covering the period from 1 January 2016 to 31 December 2020, For
the period 1 January 2017 to 31 December 2017, the insurance coverage amounted to BGIN 14,768 thousand
(EUR 7,551 thousand).

Miscellaneous

Tax administration bodies may audit the Company at any time within the 3-year period after the year-end and
may impose additional tax obligations and fines. Based on the tax audit for the peziod November 2011 -
December 2012 2s at 31 December 2017, a provision amounting to BGN 647 thousand was accrued. The
Company's management is not aware of any other circumstances which may lead to potential effective
additional tax obligations of substantial amounts,

34 Caccgories of financial assets and financial liabilities

The carrying amounts of the Company’s financial assets and financial liabilities can be presented in the
following categories:
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Financial assets Note 31December 31 December
2017 2016
BGN 000 BGN '000
Available-for-sale financial assets 10 232 232
Credits and receivables — current and non-current:
Trade and other receivables 14 37,745 49,662
Loans granted to related partics 31.2 15,114 17,292
Receivables from related parties 3141 178,464 119,459
Cash and cash equivalents 15 178,211 76,018
Total financial assets 409,766 262,663
Financial liabilities Note 31Dccember 31 December
2017 2016
BGN '000 BGN '000
Financial liabilities carried at amortized cost:
Loans 18 106,188 149272
Retentions on construction contracts 0 5,193 3,609
Trade and other payables 22 68,966 76,731
Payables to related pasties 311 849 1,051
Total financial ligbilides 181,196 230,663

Refer to Note 4.14 for information on the accounting policy for each category of financial instruments. The
Company's policy and goals for management of the tisk associated with financial instruments are described in
Note 35.

35 Risks related to financial instruments

Manzgement objectives and policies in respect of risk management

The Company is exposed to various risks, associated with its financial instruments. The most significant
financial risks which the Company is exposed to ace the market risk, credit risk, and liquidity risk.

Company's risk management is 4 responsibility of the Company's Central Administration with the assistance
of the Board of Directors, Management prior objective is to ensure shott-term and middle-term cash flows
while reducing financial market operations. Long-term financial investments are managed in 2 manner
ensuring their long-term return,

The most significant finaneial risks posed to the Company are described below.

35.1. Macket risk analysis

By using financial instraments, the Company is exposed to matket risk and mote specifically to the risk of
changes in the foreign exchange rates, interest risk, as well as risk of changes in specific prices, tesulting from
the operating and investment activities of the Company.

3511 Curtency tisk

The Company carries out purchases, sales, grants and obtains loans denominated in foreign currency ~ euro,
US Dollars, and British Pounds. Most of those operations are denominated in euro. Since the BGN to EUR
exchange rate is fixed at 1.95583, the currency risk related to the Company's enro exposure is minimal.

Finaneial assets and liabilities denominated in foreign currency and equated to BGN as of the end of the
reporting period are presented as follows:
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i
’,? 31 December 2017
'%  Financial assets
Finaneial liabilities
" Total risk exposure
31 December 2016
Financial assets
Financial liabilities
Total risk exposure

35.1.2.

The Company’s policy is focused on mana

investments.

In 2017, the Company was exposed to the risk of cha
tranches denominated in euro under the Loan A
interest rate equal to the six month EURIBOR

0.13%.

Short-term risk exposute

US Dollars Pound sterling Other
BGN '000 BGN '000 BGN '000
174 1 2

{135) - -

39 1 2

58 1 3

(15) - -

43 i 3

Intetest risk

ging and minimizing the possible interest dsk for long-term

nge in the market intexest rates of seven independent
greement with EURATOM of 29 May 2000 at a floating
plus 2 margin for each tranche in the range of 0.079% to

The Company granted Kozloduy HPP EAD a loan at a floating interest rate based on the BIR plus a margin

of 2.5%.

All other financial assets and liabilities of the Company ate at fixed interest rates.

The tables below show the sensitivi
to possible changes in the interest
amounting to +/- 0.01% (for 2016: + /- 0.01%) and of loans with
EURIBOR, amounting to +/- 0.1%

ty of the annual net financial result afte
rates of loans with floatin

basis of observations of the established trend in the BIR and EURIRB

31 December 2017

Loans granted in BGN
(BIR +/- 0.01%)

Loans obtained in EUR,
(EURIBOR. +/- 0.1%)

31 December 2016

Loans granted in BGN
(BIR +/- 0.01%)

Loans obtained in EUR
(EURIBOR +/- 0.1%)

(for 2016: +/- 0.1%). Those ch

£ taxation as well as of the equity
g interest rates based on the Bulgarian BIR,
foating interest rates based on the

Equity
Net financial result BGN '000 BGN 000
Interest rate Intetest rate Interest rate Intetest rate
rise drop rise drop
2 - 2 -
(90) - (90) ;
Equity
Net financial result BGN '000 BGN '000
Interest rate Interest rate Interest rate Intetest rate
rise drop tise drop
2 6] 2 )]
(i24) 22 (124) 22
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35.2.Credit risk analysis

Credit rsk refers to the possibility that a pacticular counterparty will not make the expected payment to the
Company. The Company is exposed to chis risk in assoefation with various financial instruments, ¢.g. geanting
of loans, receivables from customers, cash deposits, investments in securities, etc. The Company's credit risk
exposure is limited to the carrying amouat of the financial asscts approved at the end of the reporting period
as specified below:

31 December v 31 December

2017 2016
BGN '000 BGN '000

Group of financial assets — catrying amounts: _
Available-for-sale financial assets 232 . 232
Credits and receivables : 321,323 186,413
Cash and cash equivalents 178,211 76,018
Cartying amount 409,766 262,663

As of the date of the Separate Financinl Statements, the age structure of the receivables js as follows:

As of 31 December 2017
Not 30-90 90-180 180-360 >360  Rencgotia Total
overdue days days days days ted
BGN 0060 BGN '000 BGN '000 BGN '000 BGN '000 BGN '000 BGN 000

Trade and other

receivables 22002 57 30 913 109 14,634 37,745

Receivables from e |

related parties 64,481 | 28,713 31,561 8,460 594 44,655 178,464
86,483 28,770 31,591 9373 703 59,289 216,209

As of 31 December 2016

Not  30-90 00-180 180-360 >360 Total
overdue days days days days X

BGN

BGN'000 BGN'000 BGN'000 BGN '000 BGN '000 '000

Trade and other receivables 35,510 298 4,722 4012 5320 49,662
Receivables from related ‘

parties 21,111 15,638 30,802 44,514 7394 119459

56,421 15,936 35,524 48,526 12,714 169,121

The change in the impaitment of receivables in the presented reporting pedods is as follows:

2017 2016

BGN '000 BGN '000

Balance as of 1 January 9,086 8,787
Impairment accrued throughout the year (Ref. 14) 471 610
Impairment reversal (6,264) (311)

Balance as of 31 December 3,293 9,086
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The credit risk arising from cash and cash equivalents is considered insignificant as the Company’s
counterparties arc banks with good reputation and high external valuation of their credit ratings,

The carrying amounts of the above mentioned financial assecs represent the maximum credit sk exposure of
the Company with regards to these financial instruments.

35.3. Liquidity tisk analysis

Liquidity risk refers to the possibility that the Company fails to settle its obligations when they fall due, The
Company provides the liquid resonrces it needs by catefully monitoring the payments under the long-term
financiat liabilitles’ repayment schedules, as well as the cash inflows and outflows atising in the course of its
ordinary activitics, The needs of cash resources are compated with the available loans in order to identify
surplus or deficits. This analysis determines whether the available loans will suffice to cover the Company’s
needs for the period.

In order to manage the liquidity risk, the Company collects its receivables, controls its cash outflows, thus
ensuring sufficient working capital. The resources for the long-term liquidity needs are provided throngh
loans in the relevant amounts,

As of 31 December, the maturity dates of the Company's contractual liabilities are summarized as follows:

<3 months 3-12months 1-5 years Total

BGN

BGN'000 BGN'000 BGN ‘000 '000

Loans 11,246 28,810 66,132 106,188
Retentions on construction contracts - 5,034 159 5,193
Trade and other payables 35,991 12,975 - 68,966
Payables to related parties 790 59 - 849
68,027 46,878 66,291 181,196

<3 months 3-12months 1-5 years Tatal
BGN
BGN '600 BGN '000 BGN '000 '000

Loans 12,713 31,555 105,004 149,272
Retentions on construction contracts - 3,522 87 3,609
Trade and other payables 63,072 13,659 - 76,731
Payables to related parties 958 93 - 1,051

76,743 48,829 105,091 230,663

The amounts, disclosed in this analysis of the liabilities’ maturity, represent non-discounting cash flows under
the relevant contracts that could differ from the carrying amouats of the liabilities as at year-end.

36, Fair valuc measurement of non-financial assets

The Company groups its assets and liabilities, carricd at fair value, into three levels based on the significance

of the inputs used in measuring the fait value of the financial assets and liabilities. The fair value hierarchy has

the following levels:

=~ Level 1: Market prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2: Input data, other than market prices, included within Level 1 that are observable for the asset or
liability, cither dicectly (i.c. as prices) or indirectly (i.c. derived from prices); and

- Level 3: Input data for the asset or liability that are not based on observable market data,

A tinancial asset or liability is classified at the lowest level of significant input information used in its fair

value measurement.

The following table represents the levels of hierarchy of non-financial asscts as of 31 December, periodically
measured at fair value:
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31 December 31 December
2017 2016
BGN '000 BGN '000

Property, machinery, and facilities (Level 3):
- Land 20,387 19,137
- Buildings 430,458 463,244
- Machinery, facilities, and equipment 1,733,263 2,003,742
- Vehicles 6,876 5,807
Investment property (Level 2): 4,095 4,059
2,215,079 2,495,989

The fair value of the respective groups of assets (property, machinery, and facilities and investment propertics

owned by the Company) is determined based on reports of independent certified appraisers, as of 30 June
2015 for property, machinery, and facilities, 2nd as of 31 December 2017 for investment properties,

Appraisers conducted a review for impairment as of 31 December 2017. According to these appraisers, the
carrying amounts of assets do not differ significantly from the fair value of the revalued assets as at year-end,

Significant non-observable data related to adjustments in the specific for the Company’s assets factors, The
degree and direction of such adjustments depends on the number and characteristics of the observable
matket transactions with similar assets that are used for valuation purposes. Despite the fact that these data
are subjective, the Management belicves that the final valuation would not be significantly affected by other
possible assumptions.

37. Capital management policy and procedures

Main objective of the Company’s capital management is to ensure a stable credit rating and capital indicators,
in light of continuing operations and maximizing its value for the Shareholder.

The Company manages its capital structure and amends it, if necessary, depending on the changing economic
environment, In order to maintain, or change, its capital structure, the company may adjust the payment of
dividends to the sole shareholder, to redecm treasury shares, to reduce or increase its share capital, pursuant
to a decision of the sole sharcholder.

The Company monitors its capital through the realised financial result for the reporting pedod, as follows:

2017 2016
BGN '000 BGN '000
Profit for ¢the year, after tax 117,899 1,359

The Company shall comply with the externally imposed capital requirements relating to the debt rato, in
accordance with 2 signed bank loan agreement. This ratio shall not exceed 2.

Debt servicing

The Company shall comply with the externally imposed capital requirements relating to the debt rato, in
accordance with a signed bank Joan agreement. This ratio shall not exceed 2.

In accordance with the terms of the Loan Agreement, the Debt Service Cover Ratio is calculated as a
correlation between the free cash flow for the year and debt servicing amount, including interests and
principals for the respective year. This ratio shall not be less than 1.5. The ratio amounted to 6.36 in 2017
(2016: 3.53).

31 December 2017 31 December 2015

BGN '000 BGN '000
Free cash flow 287,067 166,142
Debt servicing 45,118 47,096
Coverage of the debt servicing 6.36 3,53
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Another indicator that is being monitored in compliance with the obligations of the Company in its capacity
of a Borrower is the Gearing Ratio calculated as a correlation between the Company's total loans and equity
a5 at the end of the xespective year. This ratio shall not exceed 2, The ratio amounted to 0.04 in 2017 (2016:
0.06).

31 December 2017 31 December 2016

BGN '000 BGIN 000
Lona capital 106,188 149,272
Equity 2,721,473 2,608,757
Indebtedness . 0.04 0.06

The above indicators are monitored on an annual basis, They are calculated based on the annual financial
statements of the Company submitted to the bank. The Management shall immediately notify the bank in the
event of a loan delinquency. The Management believes that the Company complies with the levels of
financial indicators stipulated in the Loan Agreement.

Duting the presented reporting periods, the Company has not changed its capital management objectives,
policies, and processes as well as the method for determining the capital,

38. Events after the year-end

In accordance with Clause 4 of Council of Ministers Decree No. 2, dated 9 March 2018, dividends shall be
determined and paid to the State by state-owned enterprises and commercial entities with 2 state share in
their equity. Thus, the Company shall pay dividends to the State amounting to 50% of the 2017 profit after
tax, subtracting the deductions for the ‘Reserves’ Fund (if replenishment is required). The amount of these
dividends should not exceed 50% of the profit disclosed in the 2017 Consolidated Financial Statements.

As of 31 December 2017, the Company had overdue receivables from NEK BAD amounting to BGN
46,822 thousand. An agreement with NEK EAD is currently being deafted to reschedule the receivables
from NEK EAD, amounting to BGN 67,895 thousand, at agreed interest rate of 3.87% and payment term of
two calendar years.

As of 15 February 2018, Independent Bulgadian Energy Exchange (IBEX) EAD changed ownership.
Bulgarian stock exchange — Sofia AD is the sole owner of the sharcholder’s capital of IBEX EAD.

39. Disclosure pursnant to statutory requirements

These Separate Financial Statements were audited by the auditing company FILB Bulgaria OOD based on a
contract concluded between the Bulgadan Energy Holding EAD and HLB Bulgaria OOD. The Company
does not accrue amounts for independent financial audit. The Consolidated Financial Statements of the
Bulgarian Energy Holding EAD disclose the accrued amounts for services rendered by the registered auditor
for independent financial audit. The registered auditor did not render any other services during the relevant
period,

40. Approval of the Sepacate Financial Statements

The Separate Financial Statements as of 31 December 2017 (including comparison data) were approved and
authorised by the Board of Directors on 21 March 2018.
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