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Management Report
of Kozloduy NPP EAD

01 January 2020 - 31 December 2020

This management report was prepared in compliance with the provisions of art. 39 of the
Accountancy Act and are.187¢, art.247, para.1, 2 and 3 of the Commercial Act. The management report
contains the information required pursusnt to Appendix No.10 of Regulation 2 of the Financial
Supervision Commission, relating to persons under & Ie of the Additional provisions of the Public
Offering of Securities Act, on the grounds of arr. 1000, para.7, 1.2 of the Public Offering of Securities Act.
The management report contains also non-financial information pursuant to are48, para! and para.2 of

the Accountancy Act.

Kozloduy NPP EAD (hereinafter referred to as ‘the Company’) management report is an
objective review, presenting truly and fairly the development and the results of the Company activities, as

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

The reporr presents commentary on and analysis of the financial statements and other
significant information on the financial pesition, and the operating resulis of Kozloduy NPP EAD. Ir

covers the period from 01 January o 31 December 2020.

The separate financial statements presented by Kozloduy NPP EAD were prepared on the
grounds of the International Accounting Standards, the Accountancy Act. Ir conforms 1o the current
legislative and sublegislative normative acts. The separate financial sratements were prepared in

accordance with the integrated accounting policy approved by the Company.

1. General information

Corporate name Kozloduy NPP EAD

UIC 106513772

Address Bulgaria
Vratsu District
Kozloduy 3321

Principal activities . -
= Using nuclear power 1o generate electricity and heat energy.

For the execution of these activities the Company holds and maintains: a
valid licence for generation of electricity and hear energy by the electricity
generating facility as defined therein; valid licences to operate nuclear
facilities, as per the Safe Use of Nuclear Energy Act (SUNEA), issued by
the Nuclear Regularory Agency (valid permit for generation activiry by the

generating faciliey as defined by the licence, issued by the Inspectorate on




Directors

Management

Licences

the Safe Use of Atomic Energy for peaceful purposes);
—  Import and export of fresh and spent nuclear fuel;

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

defined under the Company’s principal business;

—  Construction, installation and maintenance in the fields of

clectrical and heat enerpy generation;

—  Sales of high- and medium-voltage electrical energy and

sales of heat energy;

= Operation of radioactive waste manngemént facilities,
holding a valid licence pursuant to the Safe Use of Nuclear Energy Act
(SUNEA).
As at 31 December 2020, the Company is managed by the Board of
Ditectors (BoD), consisting of:

Jacklen Cohien - Chair of the Board of Directors;
Nasko Mihov - Member of the Board of Directors and CE();

Ivan Yonchev - Member of the Board of Directors.

Kozloduy NPP EAD is a joint stock company, established by virtue of
Decision No. 382 of vear 2000 of Vreatsa District Court. The registered
office of the Company is in the town of Kozloduy, Vratsa Disirer,
Bulgatia. The Company was set up as a joint stock company on 28 April
2000 with a sole owner - the Republic of Bulgaria through spin-off from
Natsionalna Elektricheska Kompania EAD (NEK EAD). In accordance
with the Separation 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 assers and liabilides of NEK EAD, Sofia.
Bulgarian Energy Holding EAD is the sole owner of the Company share
capital as at 31 December 2020. The Company’s ultimate owner is the

Republic of Bulgaria through the Ministry of Energy.

The Company has a one-tier management system and {s managed by a
Board of Directors consisting of three members.

As ar 31 December 2020 the Company’s share capital amounts to BGN
244,584,890 allocated in 24,458,489 ordinary, registered, voting shares ar
BGN 10 par value per share. All ordinary shares are fully paid,

The Company holds the following licences:



—  Licence for operaton of a nuclear facility, issued by the
Bulgarian Nuclear Regulatory Agency (NRA) - Serial No. E, Registration
Na. 5303, dated 03 November 2017, valid as of 06 Novemnber 2017, for
the operation of Kozloduy NPP EAD Unit 5. Licence validity - 06
November 2027;

— Licence for operation of a nuclear facility, issued by the
NRA - Serial No. E, Registration No. 5335, valid as of 03 Octaber 2019,
for the operation of Kozloduy NPP EAD Unit 6. Licence validity - 03

October 2029,

—  Licence for peneration of electricity and thermal power No.

A-049-03/11.12.2000, valid for thirty vears - until 11 Decernber 2030;

— Licence for rransmission of heat energy No. 050-

05/11.12.2000, valid for thirty years - until 11 December 2030;

— Licence, issued by the NRA, Serial number T1-11024,
Registration No. 04358, dated 01 April 2014, {nmcndéd by Orders No.
AA-04-1/27.01.2016, No. AA-04-132729.082018, and No. AA-04-
171/27.10.2020), for the use of sources of jonizing radiation for
commercial purposes — performing non-destructive testing with radiation

methods. Licence validity - 31 March 2024;

— Licence, issued Dby the NRA, Serinl No. IM-1708,
Registration No. 04366, dated 08 April 2014, (amended by Order No. AA-
04-106/10.07.2020), for the use of sources of jonizing radiation for
commercial purposes — performing radiochemical conwrol, radiological
environmental monitoring, and metrological control. Licence validity - 07

April 2024

—  Licence, issued by the NRA, for transporration of
tadioactive substances, Serial No. T-14002, Registration No.04435, dated
30 June 2014, {amended by Order No. AA-04-78/01.06.2020). Licence
validity - 11.07.2024;

= Licence for trading in electricity No. A-2{6-15/18.12.2006 -
until 18 December 20206;

~  Licence, issued by the NRA, Serial No. C(), registration
No. 5125 dated 05 October 2016 (amended by Order No. AA-04-

126/24.08.2018) for conducting specialised training in activities in nuclear




facilities and activities involving ionizing radianon sources which have an
impact on safety, for issue of practising cerifieates o professionals
working in nuclear facilities and with jonizing radiation sources, apart from
the ones stipulated in arr. 64, para, 1, items 1 and 2 of the SUNEA.

Licence validity - 05 October 2021;

— Licenee for operation of a nuclear facility, issued by the
NRA, Serial No. E, Registration No. 0441 dared 25 june 2014, for the
operation of Kozloduy NPP Spent Fuel Storage Facility. Licence validiry -

until 25 June 2024,

—  Licence for opermtion of a nuclear faciliry, issued by the
NR4, Serial No. E, Registration No. 5016 dated 28 January 2016, for the
operation of Kozloduy NPP Dry Spent Fuel Storage Facility for storing
VVER-440 spent fuel. Licence validiry - 28.01.2026;

Auditor HLB Bulgaria OOD
Basis for the —  The financial statements have been prepared on a historic
preparation of the cost basis.

financial statements
= 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 irs  financial statemens  in
accordance with the requirements of the Inrernational Financial Reporting

Standards endorsed by the European Union,

— In conformance with the requirements of Arr. 31 of the
Accountaney Act, the Company also prepares consolidated  financial
statements. The annual financial starements are published in the Trade
Register no later than 30 September of the next year pursuant to Art. 38 of
the Accountancy Act.

-~ 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 staterments as at 31 December 2020, and that they have been prepared under
the going concern principle.
The management is responsible for keeping proper accounting records, for the expedient
asset management and for undertaking all requisite aetions to prevent and derect possible fraud and

other frregularities.




1.2. Information required under Ast. 187¢ and Art. 247 of the Commercial Act (CA)
> Information required under Act, 187¢ of the Commercial Act (CA)
In accordance with Art. 187¢ of the CA, the Company must provide in its Management

Report information on:

a/ The number and pae 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 were concluded within the yeae.
The Company has not acquired anc/or transferced any treasury shaces in 2020,

¢/ The number and par value of the treasury shares held by the Company and the portion

of capiral that thev represent.
The Company does not bold any treasiry shares.

> Information, required under Ast. 247, para, 2 of the CA
a/ Information on the remuneration of the Board of Directors of Kozloduy NPT EAD, as

disclosed under the signed management and control contracts.

[n thousands of BGN Statements as 4t Statements as at
31.12.2020 31.12.2019
Salaries, including bonuses 326 . 34
Sacial security costs 26 30
Social costs 33 32
Compensations {©)
Tantibmes 37
Totul short-tesm cemuneration 385 437

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

Directors.

The members of the Board of Directors do not hold any shares in the Company. No privileges
or exclusive rights to acquire Company's shares and bonds are provided to the members of the Board of

Directors.

¢/ Information on the participation of the members of the BoD 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 cooperatives, as

procurators, managers, or members of boards (in accordance with the requirements of Art. 247, para. 2,
i} of the CA).



Nasko Asenov Mihov — CE() and a member of the Board of Directors of Kozloduy NPP
EAD. He is a member of the Board of Directors of Kozloduy NIPP - New Build, UIC 202058313,

Jacklen Yosif Cohen - member of the Board of Directors of Kozloduy NPP EAD. He

participates in the following commercial entities:
» Bulgarian Energy Holding EAD UIC 831373560 - CE() and member of the Board of Directors.

*  ContourGlolal Operations Bulgaria AD UIC 123559633 - representative and member of the

Board of Directors.

¢ South Stream Bulgaria AD UIC 201355354 - member of the Board of Ditectors.

Ivan Todorov Yonchev - member of the Board of Directors of Kozloduy NPP EAD. He

participates in the following commercial entities:

» Natsionalna Elektricheska Kompania EAD UIC 000649348 - CE() and member of the Board of

Directors.

e ZAD Energia UIC 831040933 - member of the Board of Direcrors.

*  Allianz Bulgaria Pension Company UIC 121050885 - member of the Supervisory Board.
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 BoD.

- 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. Persannel
As ar 31 December 2020, the number of the staff emploved by the Company under
employment contracts is 3,674, allocated in categories, as follows:

Total personnel, employed under  Statements as  Statements as
cemployment cantracts, including at 31.12.2020 2 31,12.2019 % change

Managers 478 463 32%
Specialists 1,057 1,028 2.8%
“Technictans and associate professionals 854 873 22%
Administrative Assistance Personnel 208 246 ~15.4%
Personnel, engaged in providing services

to the population, trade and sceurity 85 84 “2.2%
Qualificd workers and the professionals '

associated with them 70 784 -1.8%
Machine operators and assembly

installers 154 171 0.9%
Professions, which do not require special

qualifications 68 73 -6.8%

TOTAL 3,674 3772 -1.3%



1.4, Legal and arbitration proceedings

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

percent of irs equiry.
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. Participations in subsidiaries and other investments

1.6.1. Subsidiaries
7 Kozloduy HPP EAD

Kozloduy NPP EAD is the sole owner (100%) of the capital of Kozloduy HPP EAD,

comprised of 1,082 ordinary, registered, materialised, voting shares, at BGN 1,000 par value per share.

Kozloduy HPP EAD is registered at V'ratsa District Court under Company file No. 495 of year
2004, with the purpose of building 2 Hydro Power Plant, generation and distribution of elecrric power
generated by & small Hydro Power Plant in order to utilise the residual power generating capacity of
treated water from Kozloduy NPP EAD.

Pursuant to a decision of BEF EAD dated 7 November 2008, contract No.880080 dated
07.11.2008 was signed by and berween the Company and Kozloduy HPF EAD for the provision of a
credit line of BGN 20,000 thousand. The credit line’s maturity is 2020, With Decision i. [L15.1 dated
12.07.2012 the Board of Directors of BEF EAD authorised Kozloduy NPP EAD to re-negotiate the
contracted tenms and conditions under Conteact Agreement for Credit line No.8380080 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 an additional amount of BGIN 2,000 thousand. The maturity of the latter
is 2021, and the loan repavment started on 15.01.2013, With Decision i. I1L3.1, dated 29.03.2013, the
Board of Dircctors of BEH EAD authorised the signing of Annex No.3 by and berween Kozloduy HPP
EAD and Kozloduy NPP EAD, which amended the contracted clauses relared ro: extension of the fund’s
utilisation deadline - untl commissioning of Kozloduy HPP, Outer channel-1, but nor later than
30.06.2013; maturity - untl 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 base interest rate + 2.5%
margin, With Decision i 11.6.1, dated 12.01.2015, the Board of Directors of BEH EAD authorised the
signing of Annex No. 4 by and between Kozloduy HPP EAD and Kozloduy NPP EAD, which amended
the contracted clavses related to: extending the loan®s maturity - untdl 15.01.2024; increasing the number
of the repayment instalments - 22 instalments.

# Kozloduy NPP - New Build EAD



Kozloduy NPP EAD is the sole owner (100%) of the capital of Kozloduy NPP - New Build
EAD, comprised of 1,680,000 ordinary, registered shares, ar nominal value of BGN 10.00 each.

Kozloduy NPP - New Build EAD is a single-sharcholder joint stock company, regisiered in the
Commercial Registey of the Registry Agency on 09.05.2012, with UIC 202058513, The Company has its
registered office arz NPP site, Kozloduy, Kozloduy Municipaliry, Vearsa District. The Company's
registered capital amounts to BGN 16,800 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 o simultaneously decrease the capital of Kozloduy NPP -
New Build EAD by eancellation of 135,100 ordinary, registered, voting shares at nominal value of BGN
10 each, and increase of the capitl with BGN 1,351,000 by subscribing 135,100 new, ordinary, registered,
voting shares, with total nominal value of BGN 1,331,000 by consideration in cash.

Pursuant to Decision No. 28, dated 18.11.2020 of the Company’s Board of Directors it was
decided to simultancously decrease and increase the capital of Kozloduy NPP - New Build EAD, as
follows: The capital is decreased from BGN 14,000,000 to BGN 9,800,000 by cancellation of 420,000
ordinary, registered shares, at nominal value of BGIN 10 each. The decrease of the capital is carried out in
order to cover the accumulated loss as of 31.12.2020 in the amount of BGN 4,200,000, The increase of
the capital from BGN 9,800,000 ro BGN 16,800,000 by issuing 700,000 ordinary, registered, voting
shares, at nominal value of BGN 10 cach and raking over these shares by Kozloduy NPP EAD.

# 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 ar nominal value of BGN (00
cach. The investment is measured at acquisition cost - a total of BGIN 79 thousand. The transactions with
this company relate to deliveries of assets, supplies related to assets’ madernisation and reconstruction, as
well as purchases of materials and hired services.

Interpriborservice (YD was ser up pursuant to a Decision No.55, dated 13.04.1988, of the
Council of Ministers, as a specialised entity for instaltation, setting up, maintenance and technienl
servicing of automitted process control systems, supply of instrumentation, equipment and spare parts for
NPP, TPP, and others, The partners in the company are Russian and Ukrainian entities, operating in the

energy sector.

1.6.2. Other investments
» ZAD Encrgia
The Company has a share of 1.12% of the capital of ZAD Energia Insurance Company. The

value of the investment as at 31 December 2020 mmounts to BGN 510 thousand.

1.7. Branches of the Company

The Company does not bave any branches,



2. Activity overview

In the past 2020, Kozloduy NPP maintained stable financial position, despite the comples

socio-cconemic situation in connection with the COVID-19 pandemic.

In the conditions of unprecedented epidemic sitation and decline of the economic activity in
the country, the Management of the Company managed to ensure safe energy generarion and

sustainability of the finances.

The emergency situation has given rise to a number of requests by clectriciny traders for re-
negotiations of the parameters (qumﬂitics/pricr:s) under signed exchange iransactions, incl. refusal o
accept contracied quantities under long-term contracts to a significant extent, in violation of the
provisions in force. They are redirecred to the hourly markets, partially realised w significantly lower

prices.

Achieving sale operation of the nuclear power units, the fulfilment of the investment projects
for the long-term operation and power uprate of the nuclear units was financially secured with the

Company’s own financial resources, without using external financing,

The changes in the regulatory environment in 2020, having a diceer impact on the Company's

activity, are as follows:

- Afier a series of amendments 10 the Energy Act in the period 2018 - 2020 (change of the
market madel and the introduction of exchange trading as the only and mandatory marker mechanism for
all eleetricity producers with installed capacity of 1 and over 1 MW, including renewable energy) there is a
serious growth in the traded quantities on the Day ahead spor market (DAN). The new amount of
obligation for the producers - the access price is BGN 2.26/MWh, The price applies to the toral net

production including the energy sertled on the balancing macket in the form of surplus.

= In the middle of January, the Commirments to the EC ensuing from case AT-39767-BEH-
Electricity are being fulfilled for the last - fifth year now, with increased mandarory loads to be offered at

the Day Ahead hourly marker (DAA by the generating companies within the BEH EAD.

~ By Decision 11-29/01.07.2020 of the EWRC, for the regulatory period 01.07.2020 -
30.06.2021 the price for the electricity generated by Kozloduy NPP EAD was fixed at BGN 5477 /
MWh and the quota for a regulated macker was ser ar 2,880,000 MWh (including the 2,380,000 MWh
quota for the end suppliers under Art. 21, para 1, item 21 of the Energy Act and additional 500,000 M\Wh
were defined for the needs of NEK's Pumped-Storage Hydroclectrical Power Station (PHS), outside the

scope of the provisions of the Energy Aet).

~ The highly unequal monthly distribution of the Kozloduy NPP quota {from 1,150 AW in

January to 123 MW in Junc) has had an unfavourable effect an the marker sales.



— By virtue of Decision LT — 28/01.07.2020 of the EWRC, the new price of the heat energy is
fixed at BGN 44.72/MW for the regulatory period 01.07.2020 - 30.06.2021.

Generation and sales of electricity

The produttion activity for 2020 was successful. The nuclear power plant surpassed its peak of
2019 and achieved a new production record in its history, generating 16,625,765 MWh of clectricity in
compliance with all the requirements for safe operation. During this year units 5 and 6 operated steadily
at uprated thermal power level.

The performance indicators for the Company which characterise its specific nature are

presented in the table below:

Statements ius at Stutements as at
Indicutors 31,12,2020 31.12.2019
NERT 91,00 01.73
ucr 2 89.45 BY.G8
UCLE  3) 015 030
GRLE ) 000 0.00

§) LI - Laad Pactor

2) UCY. Uit Capahitity Iator

3 UCLE- Unit Capalility Loss Vntor
43 GREY = Gt Redsted | e Factar

The LF indicator has lower values due o the longer planned stay for MARA of Unit 5, the
unloading of the units for commereial reasons (large amount of unsold clectricity on the hourly DA
and operation of Unit 6 a1 reduced power at the end of the year. The LIF value reflects the nuclear units
optimum operation trend, The UCF value above 85% indicates very high level of reliability and efficiency,
in view of the WANC) criterion (UCF > 85 %o). The value of the UCLF indicator reaches up to 3% which
indicates high level of reltability and efficiency at the plant. No grid-related losses have been registered in
2020 under the EA and REESM (GRLF indicator).

The table below summarises the electricity generation, sales and revenue dara in 2020,

compared to 2019:

Statements  Statements

HER asat
Indicator 31.12.2020  31.12.2019 % change

Generation MWh

Gross electricity gencration 16,625,765 16,555,288 0.4%
Electricity sales, incl.: 15,810,858 15,742,719 0.4%
At repulited prices 2,953,504 2,441,324 21.0°
At unrepulated prices {exchange and balncing market) 12,833,526 13,279,353 -34"
Sales (Enerpy Act, art.119) 23,738 22042 7%

The spread of COVID-19 and the measures taken to limit it have had a negative effect on the
clecrriciny marker. The Company was facing a serious test for the sale of clecrriciry under conditions of

instability and high price dynamies.

The total amount of elecricity sold by Kozloduy NPP in 2020 is by 0.4% higher compared to

2019 as a resulr of the registered production growth (0.4%).



The ratio berween the sales at the regulated and the non-regulated macket segment (including

under Arr. 119 of the EA) in 2020 is 18.7%/81.3 4, respectively.

The sales at regulated prices for 2020 exceeded the sales for 2019 by 21% in view of the
additional supplies to the NEK’s PHS identified by the EWRC for the regulatory period 01.07.2020-
30.06.2021.

The clectricity volumes sold ar freely-negotiated prices are by 3.4% lower compared to 2019,

In 2020, there appented significant changes in the structure and volumes of the sales in the non-
regulated marker segment. The long-term products typical for a basic nuclear producer with a delivery
period in 2020 are of 2.7 times (-62.1%) lower volume compared o the previous vear. For the first time,
the sales on the short-term hourly Day Ahead Marker have dominated, where a 3.2 dmes higher volume
of exchange transactions is realised (+ 214%39) compared to 2019. The sales in the hourly DAM segment
matked a growth mainly as a result of the sales of rejecred considerable volumes under long-term
contracts, due to the emergency situation caused by the COVID-19 virvs. Growth of the sales in the
Inteaday Marker IDM) hourly segment is reported, mainly due to the selling of rejected volumes under
long-term conteacts for the perod Mareh-April, as well as undec current imbalances oprimisation
transactions. The impossibiliy for outrigh selling of large volumes on the hourly markets within short

period led also to @ higher share of the excessive amounts settled on the balancing market.,

The sales of clectricity outsidle the exchange market, regulated by the Energy Act have a

minimum share.

The fresh nuclear fuel supplies for Units 5 and 6 are accomplished in conformity with the

contractual terms.

One shipping of spent nuclear fuel from the VVER-1000 renctors is carried out to Russia, for

further storage and reprocessing,
Generation and sales of heat energy

In 2020, the Company produced 152,138 MWh of heat energy, which is by 17%5 less compared
to the same period of 2019. The total volume of heat energy consumed on site and in the town of
Kozloduy was 75,064 MWh, which is by 3,488 MWh (-4.4%) below the reported amount in the previous

year, as a result of the decreased consumption due to more favourable weather conditions.

Programme to maintain and enhance safety

As the holder of the licences for operation of nuclear facilities, Kozloduy NPP EAD bears the

full responsibility for ensuring and managing the safery of these nuclear faciliries.



Nuclear safery and radiation protection in the conditions of long-term operation of nuclear
facilities in accordance with the licenses issued by the Nuclear Regulatory Agency is a top priority for the
Company.

Kozloduy NPP EAD nuclear facilitics 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 NRA,
The Company maintains licences to use sources of jonizing radiation, licences to transport radionctive

substanees, and licences to conduet specialised training,

There are no actuation of the reactor protection systems of Units 3 and 6 during the reporting
period.

The plant radivlogical environmental monstoring is stipulated in Kozloduy NPP EAD long-
term programume for radioecological moniroring, No deviations of the radiolopical indicarors above the
admissible levels are registered during the reporting period. The results achieved in 2020 show that the
equivalent dose rate of gammu-radiation varies within the limits of the natral background cadiation
(0.05+0.17)pu8v/h. The values, measured along the boundaries of the industrial site and in the towns and

villages within the 100-km zone, are fully comparable.

Kozloduy NPP EAD is actively involved in activities dedicated ro environmental protection in
all its aspects. The plant, as an operating organisation, holds 12 permits, issued by the Bulgarian Ministry
of Environment and Water and its administrative bodies. The total smount of COZ2 emissions generated
in 2020, aceording to the Company’s Repott on reporting vearly emissions, mmounts to 471 tons. The
necessary number of emission permits were ensured on the account of Kozloduy NPP EAD in the
National Register of Greenhouse Gas Emissions Quota Trading. All samples were taken under the
implemented programmes for internal non-radiation water monitoring. The results of the studies made
weee sent to the RIEW and the Danube Region Basin Directorare. The tests performed did not establish

any exceeding of the individual emission limits set in the environmental permirs,

Implementation of the Maintenance Programme

In 2020, all the necessary activities were carried our to ensure the opetability, reliability of the
equipment and safe aperation of the nuclear facilities.

The scheduled annual outages with refuelling of the Units 5 and 6 reactors were performed in
42 and 32 calendar days respectively, considered as of the stopping of the turbo-generator uniil ir was
back in parallel with the grid.

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

2020, as per the licensing commitments of the Company for the operation of nuclear facilities:
- Maintenanee and preventive maintenance of structures, systems and components (S5Cs);

- 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 compoenents, identified
during operation, periadic checks and tests, shifi walkdowns, periodic inspections, cte, have been
assessed and removed in good time, in accordance with the priorities and the process conditions

(imitations);

- Maintenance of common plant facilities - the plinned scopes for preventive maintenance,
maintenance and repairs of the commen plant equipment in the Spent Fuel Storage Facility, Switchyard,
Bank Pump Station, Hydro-Enginecring Facilities and Civil Strucrures, and the Heat Supply Department,

were performed in accordance with the approved schedules in the different strucrueal units.

‘The required preventive actions to minimise the impact of unfavourable weather conditions and
to ensute safe operation of Units 5 and 6 have been carried out in conformity with the approved plant
documents. The scheduled activities (35 in number) were implemented under summer weather
conditions. The scheduled 85 measures for preparation and safe operation of Units 5 and 6 during winter

season were implemented in a rimely manner,

The value of the activities implemented under the Kozloduy NPP EAD Maintenance
Programme for 2020 amount o BGN 70,694 thousand, including BGN 3,183 thousand for maintenance

activities of investment nanure.

Implementation of the Investment Programme

For 2020, the reported investment costs secured by self-financing amount 1o BGN 85,817

thousand. These are nl[ocalec_l per types of activities, as follows:
- construction and installation works (CIWW) - BGN 17,949 thousand;
- plant and equipment (PE) - BGN 61,238 thousand;
- Project related research and studies (PRS) - BGN 6,542 thousand;
- Other costs - BGN 68 thousand;

A major priority in the Investment Programme (IP), as part of the Business Programme of the
Company, is the implementation of measures resulting from the requitements of the Safe Use of Nuclear
Energy Act and the licences for the operation of Units 5 and 6, and the spent fuel storage facility, as well
as maintaining and constant enhancernent of safety, quality and security at Kozloduy NPP EAD.

Over “4% of the total reported investment costs are for the implementation of measures related to
safety, reliability and efficiency in the operation of Units 5 and 6 and improving the operation of facilities
and equipment to ensure long-term operation of the nuclear power units. Along with these important
measures other investment activities were also carried our to ensure the normal operation of the common

plant facilities supporring the production activity.



The implementation of investment measures under the priority measures of the Company,
systematised and subject o implementation, in accordance with the developed work programmes

continues, as follows:

= Implementaton of measures included in the integrated programmes for enhancement of
safety of Units 5 and 6, ensuring long-term operation (LTO) of Units 3 and 6.

* Implementation of technically justified measures to ensure the reliable operation of the
reactor installuions of Unirs 5 and 6 ar uprated power.

2 Implementation of measures planned for maintaining and enhancing safery at Kozloduy NPT,
in compliance with the requitements of SUNEA and the licences.

= Implementation of investment activities for current maintenance of the units and the ausdliary

facilities and infrastrucnure.

The value of the fixed assets put into operation during the vear amounts to BGN 53,278

thousand.
Financial results for 2020

During the past 2020, the Business and Financial Management Policy pursued by the
Management of Kozloduy NPP EAD was focused on achieving ceonomically efficient and competitive
electricity gencration while ensuring the highest level of safety; maintaining stability, and ahways striving

for improvement in the financial status.

Thie Company ended the vear 2020 with ner profir to the amount of BGN 275,810 thousand (a
profir of BGN 324,892 thousand was recognised for the year 2019), with cash and cash equivalents to the
amount of BGN 485,106 thousand (395,583 thousand for 2019). The excellent results are based on the
tecord volume of electricity generated from the commissioning of Unit 53 and 6 to the present moment,

better collectbility of sales revenues, and effective management of expenditure.

For 2020, the operating income from the Company’s operation amounts to BGN 1,272241
thousand, or by BGN 55,558 thousand (4.2%) below the reported for 2019. The lower amount of
revenues is due to the deteriorating market siruation resulting from the spread of the COVID-19 virus.

Revenues from clectricity are formed by:

Regulated matket - The reported revenues from electricity sold to the Public Supplier NEK
EAD amount to BGN 160,379 thousand and marked an increase of 21.8% more than the reported in

2019, due to higher quantities of electriciry and the higher price ser by the EWRC,

Non-regulated market - The revenues from the sale of electricity at non-regulated prices
amount to BGN 1,094,122 thousand, which is by 7.2% (BGN 85,054 thousand) below the amounts

reported for 2019, despite the achieved better performance indicators. The decrease is due to the change



in the structure of marker sales (dominant share of exchange transactions on the day ahead marker) and

the significant decline in prices.

Electricity sale to end eustomers - The revenues from electricity sales 1o end customers,
connected via direct lines 10 the Kozloduy NPP own switchyard as per art.119, para.2 of the Energy Act,

amount to BGN 1,306 thousand.

The income from financing amounting to BGN 3,942 thousand are recognised as current income
in relation to the DSFSF,

Other revenues and incomes - BGN 9,916 thousand, include revenues from the sale of services,
goods, materials, rents, penalties under contracts, insutance indemnities, and others. Compared 1o the
previous 2019, the reported revenues for 2020 are by 6.9%% higher, Revenues from the sale of non-current
assets amount to BGN 415 thousand.

The operating expenses of the Company (continuing operations) in 2020 are in the amount of
BGN 966,447 thousand. They maintain their level compared to 2019 with an insignificant deviation in the
amount of BGN 2,315 thousand. The structural distribution of expenditures by economic elements in
relation to the toral expenditures has not changed significantly compared to the previous year. Deviatons
from the last year are observed for the following costs:

- Lower costs for material and consumables and changes in work-in-progeess, mainly due
to the reduced costs for materials related to the implementation of maintenance activities and nuclear fuel
costs resulting from differences in the configuration and the value of the loaded fresh fuel assemblies.

- Hired services expenses are in the amount of BGN 157,358 thousand. The main costs
for hired services are for armed guard and fire protection, insurance, costs for maintenance activities and
payment of the price for access to the grid. Growth compared to the previous vear is reported in the cost
refared to the access price paid on the entire reported net production, incl. energy settled on a balancing
market in the form of a surplus, For 2020 the Company has charged BGN 34,593 thousand, compared to
the previous year this cost is doubled (2019 - BGN 16,919 thousand), as the regulatory obligation came
into force in mid-2019.

— In 2020, the reported depreciation and amortisation costs amount to 178,359 thousand, by 6
% higher than the previous year. The increase is a result of fixed assets put into use,

— Staff costs with a slight increase of 2.5% include costs for salaries, social security
contributions, social costs, costs for unused leave and staff benefits under the Labour Code and the
Collective Labour Agrecment. Remuneration costs are within the approved limit for the wage labour
costs.

~ Other expenses were reduced by 2% below the reported ones in 2019, The largest relative
share of these 95%0 (BGN 194,650 thousand) is attributed to expenses for instalments in the DNF Fund,
RAW Fund, and SES Fund, which have been reduced by BGN 8,728 thousand, as a result of lower

electricity sales revenues.



— In 2020, provision costs smounting to BGN 55,270 thousand are charged a5 follows:

. BGN 37,924 thousand provision costs for the obligation to transporr spent nuclear fuel
from VVER- 1000 for technological storage and reprocessing,

° BGN 17,346 thousand provision costs for retirement benefits {according to an actuarial
report regarding the compensations at retirement on the basis of the Collective Labour Agreement in
force for the ]);:riod 2019-2020).

Duting the repotting year, the Company provided the required amount of cash through
electricity sales under favourable marker conditions which resulred in rimely performance of the
obligations under commercial contracts for the supply of nuclear fuel, reagents, maintenance and

investment activities.

Preferentially, using its own financial resources, the Company secured the measures ensuring
sufe and reliable operation of the nuclear facilities, including the activities related o the management of

SNF and RAW.

The Company effected insurance premiums in relation to the insurances as legally stipulated in
the SUNEA and the Vienna Convention, contributions to the RAW Fund, the DNF Fund, and the SES

Fund, payments for salaries and wages, sociul security contributions.
As ar 31.12.2020, the Company ended the reporting vear wirhout any outstanding pavments.

In 2020 the annual revenues from the main aetivity of the Company - sale of elecericity and heat

energy amount to BGN 1,542,877 thousand, decreased by BGN 15,384 thousand (-1%%).

The incoming flows from non-regulared sales are within the reporting revenues for 2019. For
the current year revenues were realised in the amount of BGN 1,325,770 thousand, with an insignificant

decrease of 2%a compared to their value for the previous reporting period.

From regulated sales of eleciricity in 2020, the Company received BGN 210,030 thousand, which
is by BGN 8,496 thousand (4°¢) above the reslised incoming flows in 2019, The last cash instalments
under the concluded Debr Rescheduling Agreements between NERK EAD and Kozloduy NPP EAD
have been paid. The Public Provider regularly paid its obligations over the year, and as at 31.12.2020 there

are no overdue amounts owed the Company.

Over the past yenr, the constant monitoring and control of the lawiful, appropriate and efficient
use of the Company’s financial resources continued by performing preliminary controls when undertaking
commitments and subsequent monitoring and control of the budget implementation, by avoiding any

overstepping of the financial framework under the approved programmes.



The table hereafter presents selected key indicators thar refleer the achieved operational results

and an evaluation of the Company’s position and operations in 2020, compared 1o the same reporting

period in the previous vear, as follows:

Indicator (BGN '000) Slng:l:-r;;flztgz:(\]s at Sm;clr-:;;rlz(;l;s at Chnngc(i&ZD/ZDl‘J
2] ol [%) cd ci=fedsed)d
[ Total operating income 1,272,241 1,327,719 L
2 ‘Total operating costs 66,447 68,782 ¥ o
3 EBITDA ) 481,353 52794 Kt
4 EBIT 2 305,794 50017 -15%a
5 EBT 3) 306,377 360906 -15"q
6 BB margin 24" 27" -11%a
7 ERITDA margin 3w 40" -5%q
B “Toral assets dAut 607 3,387,144 Ia
Y “Tangille fixed asscts 4) 2,328,304 2408171 3
10 Warking capital  5) 766,612 597497 24
I Cash and cash equivalenis 485,106 395,383 23,
12 [guity 2,795,595 2,081,323 40
13 Retumn on ety 6} HLUG" o 1345 AP
14 Retum on assets 7) HE) » 10.66° » 17"

1) EBITDA — carnings hejare interest, faxes, depreciation faned evpor{igtion) frons continuivg eperations
2) BEBTT = cirniiuge before intereof anid taxe, from ontinaine aititition:

3) BT = caruings before tax., frn contévaivg aulivitivs:

4) Tangille fixed avecte < Vangibde Vixed Assete + onste o aogure Tangihle Fixed #laets;

5) Working capital — corvent asscls leo erreat Batlitios;

6} Return on equity - LHTS Viguity:

7} Retsrw oot avusets = WY/ Total cixsels

3. Financial instruments used by Kozloduy NPP EAD

3.1. Financtal tisk management goals and po]icy‘

The financial risk management policy implemented by Kozloduy NPP EAD is focused on
minimising the potential negative effects thar may resulr in aggravated financial results, given the possible
difficulties of forecasting the market environment and the unpredicability regarding the dvnamics of

marker prices.

The financial risk management policy is implemented purposefully to give assurance when
accomplishing the steategic and operative goals of the Company and to guarantee trouble-free operation
of the nuclear power plant, while observing the regulatory and the licensing conditions. The Company
observes the basic guidelines, action framework, principles and practices set out in the Risk Management
Straregy and Policy established at the companies within the BEH Group. Specific activities for the
identification, analysis, current evaluation and monitoring of the negative events impacr are regularly
carried out. This is followed by timely and adequate intervention to mitigate any unfavourable
consequences depending on the individual approach used for the specific risk management - tolerating,

wreating, transferring or terminating. The applied risk management procedures as regards the Company’s



budger and finance are implemented apainst significant risks that are 2 major threat for the Company’s

halance.

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 amount of

financial resources, allocated in accordance with the Company’s main business priorities.

The long-term debts under the state-guaranteed lown from Euratom are settled in compliance
with the financial and payment terms and conditions and the provisions of the Bulgarian legislation under
the Government Debr Acr and Decree of the Council of Ministers on the implemenration of the state

budget.
3.2, Risk factors

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

risk.

#  Marker risk

By using financial instruments, the Company is exposed o a market risk and more specifically
to the risk of changes in the foreipn curreney exchange rates, interest risk, as well as risk of changes in
specific prices, resuling from the operating and investment activities of the Company. A significant risk
event in the midterm perspective is the transition to a completely liberalised elecirical energy marker,
which could have an unfavourable impacr on the financial stability of the Company due to possible issues
with the solvency of the energy companies, with which Kezloduy NPP EAD maintains ecommercial and
economic relationships. A possible agpravation of the market siruation and establishment of high
business-to-business indebtedness between the energy companies could compromise addidonally the
position of Kozloduy NPP EAD and to crente problems to the liquidity and serious difficulties for the

fulfilment of the current pavments.

The unfavourable consequences of the economic and social crisis in Bulgaria and Europe due
to the global COVID-19 pandemic remain a significant threat to the financial stability and liguidity of the
Company in the mid-term perspective. The development of negative scenarios represents a real risk of a

drastic reduction of the expected revenues of Kozloduy NPP EAD.
7 Currency risk

The majority of the foreign currency cash pavments to suppliers for goods and services, for the
acquisition of tangible and intangible fixed assets, and for the settlement of the long-term loan from
Euratom, are mainly denominared in Euro. The currency tisk, related to losses, arising from the
revaluation of the Company’s costs due to reduction in the BGN (Bulgarian Lev) price, is minimal, as the

BGN/Euro exchange rate is fixed.



A small portion of the Company’s fureign currency transactions (purchase of materials and
services) are denominated in US Dollars. This does not expose the Company to high risk 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 minimising the interest risk in long-term funding,

The Company’s cash flows are exposed to interest risk, arising due ro changes in the market
interest rates of the three ranches sill ro be repaid, denominated in Euro, under the Loan Agreemenr
with EURATOAML, dated 29.05.2000, at contracted floating interest rares, equal to six-month EURIBOR

plus margins in the range between 0.079% to 0.13%.

The existing uncertainty regarding the change of the interest levels on the financial macker
would present a certain threat; however, taking into consideration the historically low levels of EURIBOR
established over the recent years and the small share of the unpaid remainder of the rranches with 2

floating % to the due maturity date in 2021, no high interest risk is conditioned.

In terms of the first tranche under the Loan Agreement with Euratom, contracted at fixed

interest %, there is no risk arising from the dynamics of the interest rates of EURIBOR.

Interest risk is possible with regard to the credit, granted to the subsidiary company Kozloduy

HPP EAD, under floating interest rate conditions, based on the BIR plus a margin of 2.5%.

The Company is exposed to interest risk with regard to the developed retirement defined
employee benefic plan. Changes to the caleulated current value of the liabilities are possible in the
presence of changes in the discount rate which is based on the marker profitability of the treasury shares
held. A possible decline in the market yield of government securities held will increase the Company's

futute liabilities related to defined benefit plans,

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

flows.
7 Liquidiry risk

Liquidity risk is identificd in consequence of non-fulfilment of stamtory and conteactal
monetary obligations of the Company, upon their maturity. Tn order to manage potential liquidity issues
in good time, the Company collects its receivables, controls its cash outflows and thus ensures sufficient

working capital for the timely sccomplishment of the short-term payments.

Kozloduy NPP EAD manage eash and cash equivalents on a regular basis in such & way, as to
aveid net exposures in one credit institation in the end of each month exceeding 25 percent of the rotal
Company cash, in compliance with the rules on concentration under the Rules for application of the

Public Enterprises Act. Implementing these Rules is part of the measures accomplished by the Company,



focused on diversification of financial resources and reduction of the tisk of unrecoverable receivables

when claiming bank institurtons insolvenr, wherefore the possible risk is limired ro a low level.

Liquidity risk for the Company’s finances is probable in connection with corporate decisions
for payment of an additional dividend for the sole owner of the capiral, beyond those provided for in the

updated medium-term budger forecast of the Ministry of Finance.
7 Credit risk

The Company is exposed to this risk in the contracts related to sale of electricity, hear energy
and services, granting loaos, and depositing of funds in financial institutions due ro declaring bankruprey.
Some of the timely measures taken for the colleetion of matured receivables include age analysis of the
customers, signing agreements and contraces for electricine sale with favourable clauses, incl. advance
payments, bank puarantees, compensatory conditions and others, accrual of lawe payvment interest,

offsetting of mutual debts and receivables, bringing actions against thermal power debtors.

As part of the targered measures implemented over the year for the restriction of the credir risk,
an Agreement was signed berween Kozloduy NPP EAD and NEK EAD dated 16.04.2018 for
rescheduling of unpaid liabilities for electricity sold at regulated prices. Monetary liabilities under the
Agreement were paid regularly, and the repayment was complered within the deadline in February 2020
The measures undertaken improved the collectabiline and eliminated the outstanding debits of NEK EAD
to Koxloduy NP EAD.

#  Cash flows risk

The Company’s cash flows depend on the fluctuations in the amount of the expected future
cash flows related to the financial instrument at hand. In order to limit the risk of unpredictability and
upcermainty of the inflow and ourflow of financial resource, the Company regulacly plans its short-term
and long-term cash flows to ensure regular, sufficient and secure proceeds, comparable to the operative

and long-term financial needs.

4. Post-reporting date events

There are no events occurring in the post-repotring period that may lead ro adjustment of the
financial statements of the Company. The non-adjustment events are disclosed in Norte 43 ‘Post-reporting
date events’. The payment of an additional dividend in the amount of BGN 220,000 thousand is classified
as a non-adjustment event in 2021, based on item 1.2.1 of the Transeripr-extract from Minutes of meeting

No. 4-2021/02.02.2021 of the Board of Directors of BEH.

5. Future opportunities and developments in 2021

The planned cconomic policy of the Company for 2021 is in compliunce with the five-year
Business Programme for the period 2021 — 2025 — approved by Board of Direcrors of BEH on

23.03.2021.



It presents the mid-term perspeetives and the major assumptions, business goals and priorities
defined by Kozloduy NPP EAD Board of Directors, as well as the planned activities and the resources
required for their implementation.

The long-term intentions of the Kozloduy NPP EAD Management regarding the management
of the Company are summarised in the Management Policy of the Kozloduy NPP EAD and the
Kozloduy NPP EAD Management Policy Statement regarding the management of the Company.

In the Company’s Manngement Policy, the Management has set its priorites for ensuring the
highest levels of safety, efficient and comperitive power generation, qualified, competent, and motivated

personnel, and financial stability.

The Company shall ensure the implementation of all reconstructions and modernisations of the
major facilities, necessitated in the course of their operation, or as a result of the analysis of the

operational experience.

The plant management shall continue to implement measures to ensure the Company’s long-
term financial stability, such as, but not limited ro: measures to increase the sales revenues, measures to
collect overdue receivables, measures to continue the application of mechanisms for effective expendituce
control, ete. Increasing the cost effectiveness is still among the priotities of the Board of Directors, in the
context of Ordinance No. E-PA-04-4 of 14 July 2016, for public disclosure and optimisation of the
expenditure of commercial companies with 50 and above 50 per cent state or municipal share in the
capital, performing activities under the Energy Act, with the measures being focused on the nature and
the dedication of the expenditure, with the purpose of increasing their contribution for raising the

Company’s profirability.

The effecriveness of the electricity sale shall depend mainly on the implemented market and
price stratepy in accordance with the dynamic market conditions. With regard to this the business
activities of the Company in 2021 will be aimed at ensuring maximum realisation of the generated
clectricity, stable market presence and maintaining competitive prices. The Company’s pricing policy for
the non-regulared marker will be oriented towards providing secure and regular sales revenues, complying

with the market conditions.

Maintaining a sufficient number of licensed. competent and motivated personnel for ensuring
the safe operation of the units over the relevant licensing perind remains a major priority of the plant
Management in its intentions relared ro the Company management.

The Company Management does not consider thar there are significant risks resulting from the
dynamic fiscal and regulatory enviconment in Bulgaria thar could necessirate amendments to the separate

financial statements for the year ending 31 December 2020.

Additional information under Appendix ™Na 10 of Regulation No 2 of the FSC
1. Information, presented in terms of value and quantity data, regarding the main

categorics of goods, products and/or rendered services, stating their share in the sales



revenue as 2 whole and the changes that occurred during the reporting financial year;
In 2020, Kozloduy NPP EAD realised income in the rotal amount of BGN 1,272,241 thousand.
The main items, under which income was reported, are:
- Revenue from sales of production, amounting to BGN 1,257,968 thousand, including BGN
1,235,807 thousand clectricity sales revenue, and BGN 2,161 thousand - heat energy sales revenue;
- Income from financing - 3,942 thousand;
- Income from sales of services, goods and other sales - BGIN 10,331 thousand.
The sales revenue structure and the share of the main revenue categories are presented in Table
1. Data on the quantity of the goods produced is presented in Table 2.

Tahle 1

%a shure of *a share of

Indicatar Stutements as Stalenients as
at 31.12,.2020 incame at JL.12.2019 income

Total cevenue from sates of production /BGN 06/ 1,257,968 98.88% 1,314,050 08.97%
Revenuy from elecercity sales 1,253,507 00.8%Va 1,312,117 Y9.R5" e
Revenue from sabe of heat encrgy 216! 17" 1,933 IL15"
tncame from financing /BGN 000/ 3,042 0.31% 4,081 0.31%
Other revenue and income /BGN '000/ 10,331 0.81% 9,643 0,73%
Income from sales of gods 662 6.41% 1050 1130
Income from sales of services 2972 2BIT 3403 15,207 s
Incunmie from other vales 6607 64482 5,152 3142,
‘Total revenue /BGN '000/ 1,272,241 100.00% 1,327,776 100.00%

Table 2

: Statements as o Statcments us

Indicator at3li2200 T Cyiappgppp  Yeshare

Net energy (in-house generation), MSh 15,810,107 | LEIRE Ui 15,734,410 U2.U5%
Purchased encrgy (substitute), MCh ahl 4741 8,41 05"
‘Total cenlisation, MWh 13,810,858 TN 15,742,719 [[LIXE T

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

financial year. The main revenues come from sales of the generated electrical power.

2. Information on the revenues, allocated to the different categories of activities, domestic
and external markets, as well as information on the sources for the supply of materials,
required in the production of goods, or in the rendering of services, reflecting the degree
of dependency of the individual seller or buyer; in the cases where the relative share of
any of those exceeds 10 per cent of the costs of sales or the sales revenue, information on
each person, individually, on their share in the sales or purchases, and their relation to

the Company shall be submitted.



The revenues from sales of production are generated entirely on the internal (domestic) marker;
all the Company’s customers are based on the territory of the country, Informarion on the relative share
per custornet or supplier, exceeding 10 petcenr of the total and the sales revenues are presented in Table

3 and Table 4.

Table 3
Customer % of income
. 2020
NER EADR 13
IBEX EAD 548
Table 4
Supplicr % of costs
2020
AOTVEL 1%

The contracts concluded within the reporting period do not go beyond the usual business
activities of the Company and do not deviate from the market conditions. The Company has concluded
contracts for the supply of fresh nuclear fuel with the counterparty AOQTVEL.

3. Information on major transactions concluded
In 2020 The Company did not enter into any major transactions outside its ordinary business

activities, or such that are material in nature in terms of their impact on the financial results.

4. Information on the transactions, made between the Company and its related parties
within the reporting period, proposals te conclude such transactions, as well as
teansactions that differ from the Company’s usual activities, or which significantly
deviate from the market conditions, and the Company, or any of its subsidiary, are
partics to such transactions, stating also the value, nature of relationship, and any
information necessary to assess the effect on the financial position of the Company;

All related party sales and purchases are made under market conditions, excepr for transactions
related to the purchase and sale of elecrricity ar regulated prices as determined by the Decision of the
Energy and Warter Regulatory Commission (EWRC). The transactions with related parties do not deviate
from the normal marker conditions. Kezloduy NPP EAD did not conclude any transactions with related
parties outside its usual business.

Quantitative dara regarding the transactions with related parties is disclosed in detail in the
Annual Separate Financial Sratements of the Company as at 31 Decermber 2020 ~{explanatory note 35
‘Related Party Disclosures).

5. Information on eveats 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 current year results;



There are no events and indicators of unusual for the Company narure, having a significant
impact on its business activities and its income and incurred expenses, which affected the last year activiry
resulrs.

6. Information on off-balance sheet transactions: nature and business purpose; indicating
the fInancial impact of such transactions on the activities if the risk and benecfits of these
transactions are 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 2020. The Company
reports off-imlance sheer foreign assets pledged as collateral as follows:

- bank guacantees that Clients shall provide in favour of the Company, in accordance with the
contracted terms for sale of electricing

- any insurances in favour of Kozloduy NPP EAD 1o cover the risk of customers” default.

- bank puarantees that Clients shall provide in favour of the Company, in accordance with the

contracted terms other than sale of electriciry;

Available Received Dischurged Available
Indicator us at : : as ut
01.01.2020 in 2020 2020 5 120020
a4, e
-‘35‘67 entity’s assets, pledged as compensation /BGN 02,317 87,447 141,555 38,200
Recvived bank guarantees for clectncal energy, denominaed
in BGN 24,337 3T66T 6,049 21,055
Receed hank pusrintees for cleetnical enengy, denammated - _
in foreign currency (BGN equivalent) 14082 12471 26,553
Received guarmntees under insurnce conteces 40,808 49,898
Received bank guarantecs. denommated in BGN 2,395 487 1,008
Received bank guamntees, denommated w foregn cummeney .
HGN cyuivatent) 14,914 568 14,346

7. Information on the Company's parcticipating interests, Information on its major
investments in the country and abroad (in securitics, financial instruments, intangible
asscts and real property), as well as investments in equity sccuritics outside its cconomic
group, within the meaning of the Accountancy Act, and the sources/methods of
financing of these;

in 2020, the Company did not acquire any new interests and did not engage in investments in
the country and abroad. The Company holds shares and investments only in the country where
information on the assets held is presented in demil in the Company’s Annual Separate Financial
Statements as at 31 December 2020 (explanatory note 8 ‘Investments in Subsidiaries’),

8. Information on the contracts concluded by the Company, its subsidiary or Parent
Company, in their capacity of borrowers - information on any credit agreements,
disclosing the agreements’ specific terms and conditions, including the maturity of cach
agrecement, as well as infocmation on the placed guaranteces and the undertaken

commitments;



The Company did not eonclude any credit agreements in 2020. Thorough information on the
loans received is disclosed in the Company’s Annual Separate Financial Starements as ar 31 December
2020.

9. Information on the contracts, concluded by the Company, its subsidiaries or Parent
Company, in their capacity of lenders; loan agreements, including the provision of
guarantees of any kind, including to related partics, disclosing the specific terms ‘and
conditions under cach, including the maturity and the purpose for which such were
granted;

The Company did not conclude any loan agreements as a lender in 2020, According to a credit
line agreement No, 880080 of 07 (ctober 2008, a decision made by the Bulgarian Energy Holding EAD,
dated 07 November 2008, and signed annexes to this Agreement, Kozloduy NPP EAD granted a loan to
its subsidiary, Kozloduy HPP EAD, o the amount of BGN 22,000 thousand, intended for the
construction of a hydroelecttic power plant. According to Contract Annex No. 4, signed on 20.01.2015,
the loan has a repayment deadline 15 January 2024, with repayment starting on 135 July 2013, The loan
shall be repaid in 22 instalments, the amount of the first 2 instalments being BGN 150 thousand (15 July
2013) and BGN 1,300 thousand {15 January 20018 respectively. A repayment schedule was prepared for
the remaining 1/15 of the unpaid principal after 15 January 2014, In accordance with Annex No. 4, the
contracted annual interest rate agreed is floaring and equals the BIR plus 2.5% margin, The loan is
secured by a promissory note. As at 31.12.2020, the loan had been regularly paid. Repayment instalments
amounting ro BGN 13,710 thousand have been paid, while the loan remainder is BGIN 8,290 thousand
(principal).

Dectailed information on the movemenss and balances on the granted loans is disclosed in the
Company’s Annual Separate Financial Statements as at 31 December 2020.

10. Information on the use of funds from the new securities issue during the reporting period
No sccurities were issued during the reporting period.

11. Analysis of the relationship between the financial results achieved, as reported in the
financial statements for the financial year, and the previously published estimates of
those results
The Company has nor published any financial results estimares.

12, Analysis and evaluation of the financial resources management policy, stating the ability
to settle the obligations, any possible threats and measures which the Company has
taken or is about to undertake to eliminate those

The Company's financial resources are managed jointly by the senior management and the
Board of Directors. The provision of short- and medium-term cash flows for serding the Company’s
liahilities without obraining funds from financial markers and in accordance with the fnancial and
payment conditons and the requirements of the Bulgarian legislation is a main prioriry. An effective

financial management and control system is in place of the Company, functioning through policies and



procedures, designed o ensure confidence in the achievement of the objectives of the Company, as set in
the Business Programme. There are ongoing acrivities 1o

- ensure objective and accurate financial and economic information in order to take timely
effective prevenntive action ro avoid potential threats;

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

The Company does not face any difficulties in sertling its liabilities. Detailed informarion on
potential threats and measures undertaken is presented hereinabove in the Reporr. The risks that
IKozloduy NPP EAD faces on the electricity market are mainly related to the Company’s participation on
the unregulated marker, chiefly due to difficulties in forecasting the matcketr environment, and the
unpredictability of the macket prices dynamics, as well us the continuing COVID erisis.

The gearing tatio (debt-to-equity ratio) in the end of the year is as follows:

Indicator 31.12.2020 31.12.2019
“Toral delns

686,112 521
Cash and short-term deposits (485,106) (W5.38%)
Net del

AN ING 310,238
Laong-term lisbalines

LY 64,402
Equity

2,793,395 2,681,323

Long-teon habilitees/ Feuity rauo
.12 14

13. Assessment of the passibilities for realisation of the investment intentions, indicating of
the amount of funds available, and specifying possible changes in the financing structure
of this activity

The main priority in the Company’s investment programme is the implementation of actions
ensuing from the Safe Use of Nuclear Energy Act, the cutrent licences for operation of Units 5 and 6,
and the measures identified in the integrated programmes for continuous enhancement of the level of
safety at Kozloduy NPP. Implementing them will ensure the long-term operation of nuclear power units
over the next 30 vears, and will guarantee the Kozloduy NPP EAD nuclear safety, quality and security,
radiation protection and environmental protection during the operation of the power units and the
auxiliary Facilities, in compliance with the requirements of the applicable normative legislation in force.
The possibilities for realisation of the investmenr intentions are estimated on the basis of the amount of
available funds as at 31 December 2020, and the estimates made in the Business Programme of the
Company. It is envisaged ro realise the investment intentions with own funds from the ner profirs realised
{after deducted dividend in the amount of 50% of the estimated financial resules, and depreciation). At
present the current forecast parameters do not envisage the Company assuming new long-term debr, or

making changes in the financing structure of this activity.



14. Information on any changes occurring in the core management principles of the
Company and the companies within its group, within the meaning of the Accountancy
Act, in the reporting period;

No changes in the core management principles of the Company and its economic group
oceurred in 2020,

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

The Company has integrated an adequate and effective financial management and control
system, through developed policies and procedures, in compliance with the requirements of the Financial
Management and Control in the Public Sector Act, in ordet to ensure reasonable assurance thar the goals
set by the management will be achieved.

Part of this system is internal audit, which appears as a third line of defence. According to the
Financial Management and Conrzol in the Public Sectar Act (FMCPSA) the internal auditing (1A) is one
of the tools to assess the adequaey and effectiveness of the financial management and control system.
The main subject of activity of the 1A is planning and implementation of auditing, where the inain
emphasis is placed on assessing the adequacy of the financial management and control system ar
Kozloduy NPP EAD. The management system established ar Kozloduy NPP is process-based which
guarantees good synchronisation in managing the risks assumed by the Company, The results of the
audits in 2020 showed that all the components of the financial management and control system such as
control environment, risk management, control activities, information and communication, and
monitoring ace built in accordance with the requirements.

Sufficient policies, procedures and internal rules have been developed and implemented in
accordance with the legislaton in force, tking into account the specificity in the implementation of the
core activity of Kozloduy NPP EAD. Upon finding any weaknesses in the system, the Company
management takes the necessary timely and adequate measures to remedy them. The Accounting Policies
Manual comprises procedures, designed to ensure complete, true, accurate and timely booking, which are
in compliance with the Accountaney Act and the Internarional Financial Reporting Standards, endorsed
by the European Union, applied as an accounting basis by the Company. The processing of financial-
accounting documents in the implementation of business processes is esiablished under the Rules for
Processing Accounting Documents at Kozloduy NPP EAD. Permission, approval and authorisation
procedures, a dual signature system and procedures for preventive, follow-up and current (ongoing)
control of incurred costs are implemented through the developed internal documents. Separate rules
describe different rypes of rights and obligations of the responsible persons, the scope of information, the
access to different types of information, and the responsibilities related to the information flows
management. The established system ensures effective implementation of internal control when creating

and managing all types of documents, including financial statements and other regular information that



the Company is obliged ro disclose in compliance with staturory regulations.
The Company applics the Financial Policy and Risk Management Policy adopted by BEH
EAD. The risk management at Kozloduy NPP EAD is applied to ensure that all actions have been taken
to identify, assess, plan, and implement measures to minimise the risks impaet on achieving the
Company’s objectives,
16, Information on any changes made to the management and supervisory bodies during the
reporting financial year
No changes were made during the reporting year, 2020,
17. Information on the amount of remuneration, rewards and/or benefits paid by the
Company and its subsidiarics to every member of the managing and supervisory bodies
during the financial reporting year, regardless of whether such were included in the

Company’s expenses, or were derived from profit distributions, inclusive;

Salarics,
Name/ Positivn including Social costs

bonuses
Nasko Asenov Mibiov Chicf Lixecutiee Officer and member of the 194 11

Bl

Zhaklen Youf Cohen Mewibur of the Bal) . 44 11
Ivan Todoroy Yichew Alemher ol b BoD) o6 1l
326 1

18. Information about arrangements known to the Company (including after the end of the
financial yeas), which may result in future changes in the relative share of the stocks or
bonds of the curcent shareholder or bondholder

At present, the Company is not aware of any agreements that in the future could lead o
changes in the relative share of stocks held by the sole owner of the capital.

19. Information on pending judicial, administeative or arbitration proceedings, relating to
liabilities or receivables of the Comipany, 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;

As at 31.12.2020 there are not any pending proceedings, relating to liabilities or receivables of
the Company, amounting to at least [0 per cent of its equity. The clims against the Company are of
different legal grounds, mainly - commercial and civil. The proceedings on these clims have not been
completed by final court decisions at the date of preparing of this starement. We believe that the amount
of these claims does not exceed 10%0 of the equity,

20. Other informadan
The Company considers that there is no other relevant information that would be of importance

to the users.



Non-Financial Statement
Information in accordance with art. 48, para.l and para.2 of the Accountancy Act
Kozloduy NPP EAD is the only nuclear power plant in Bulgaria and the county’s largest
producer of cleciricity, ensuring more than one third of the national annual electricity production.
Kozloduy NPP sells the generated elecrricity in the following segments of the Bulgarian energy
market:
. Regulated marker - sale to the public supplier NEK EAD under prices regulated by the
Energy and Water Regulatory Committee. The obligations 1o the regulated market (supply quotas) are
dereemined by the EWRC based on estimates of the end suppliers consumption;
° Non-regulated market - transactions with electricity at frecly negotinted prices on an
organised exchange marker, administered by the IBEX EAD:
- Day Ahead Market segment {DAM) - hourly transactions ar the elearing exchange price
with account taken of the Commitments under the agreement with the EC, and in case of certain

imbalances (surplus);
- Inrraday Market segment (IDAD - houtly transactions to settle current imbalances;

- Centralised Market for Bilateral Contracts segment (CMBC) - transactions for supply of

standard and non-standard long-term products;

- Balancing Marker - for remaining quantities (difference berween planned sales and the

acrual measured net production).

. Supplving company's facilities (art.119, para.l of the Energy Act) and end customers
connected through their own electrical systems (arn 119, para.2 of the Energy Ac).

The long-term intentions of the Kozloduy NPP EAD Management regarding the management
of the Company ate summarised in the Management Policy of the Kozloduy NPP EAD and the
Kozloduy NPP EAD Management Policy Statement regarding the management of the Company which
can be found on the web site www.kznpp.org.

The strategic goal of Kozloduy NPP is safe, efficient, and environmentally friendly elecericity
generation under the long-term operation conditions, of guaranteed quality and security of supplies in
compliance with the narional and inrernational standards.

To achieve this goal the Management of Kozloduy NPP EAD implements an integral

Management Systemn that incorporates all the requirements towards the activities, in compliance with the

following priorities:
. Top level of safety;
. Effictent and competitive producrion;

. Qualified, competent, and motivated personnel;



. Financial stability.

The prioritics as stated by the management are substantiated in policies which set out the
principles, specify the objectives, and the way 1o achieve them:

. Safery Management Policy of Kozloduy NPP EAD;

. Security Management Policy of Kozloduy NPP EAD;

. Quality Management Policy of Kozloduy NPP EAD;

. Environmental Management Poliey of Kozloduy NPP EAD;

. Health and Safety Management Policy of Kozloduy NPP EAD;

. Business and Financial Management Poliey of Kozloduy NFP EAD;

. Fire Safety Management Policy of Kozoduy NPP EAD;

. Human Resource Management Policy of Kozloduy NPP EAD.

The policies reflect the senior management cormmitment to achieve the goals and the specific
objectives, principles and tools ro measure the achicvement of constant improvement.

Environmental issues

The management has declared its top priority in its Safety Management Policy, namely - nuclear
safety and radiological protection at sible operaton of the nuclear facilides under the long-rerm
aperation conditions in compliance with the licences issued by the NRA. The Company’s Management is
commitred to maintain and develop the safery monitoring and assessment system with highly qualified,
teained, and well-motivated personnel for the conducr and control of the nuclear facilities” operation in
compliance with the safety requicements as a top priority of the integrated management system.

The organisational measures, technical requirements, allocation of responsibilities and
delegation of authoritics requiced to ensure the optimum leve] of safety are secured in order to maintain
the necessary safery level,

The plant observes all the safety standards applicable to radioactive waste management and
spent nuclear fuel management (SNF). The SNF is stored in special by-the-reacior 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 Swrategy for SNF and RAW management undl 2030, and the Integrated
Programme for management of RAW generated by Kozloduy NPP EAD. The main purpose is fo
approach RAW in a way that cosures protection of human health and the environment now and in the
future, without leaving a undue burden in this area for the future generations. RAW management at each
of the stages implemented by Kozloduy NPP EAD should allow meeting the criteria for their transfer o
SE RAW, or the criteria for the end product acceptability, approved in the NRA normative documents.
The activities related to RAW handling are performed in accordance with approved procedures, whase
underlying goal is ensuring safery during their management. The RAW muanagement process at Kozloduy
NPP EAD is earried out by teained personnel, whe maintain and enhance their qualification on an annual

basis. The RAW management programmes and instructions are updated pesiodically, mking into account



the good practices of the international experience and the recommendations of the supervisory bodies,
and also in complinnce with the normarive requirements on radiological protection and environmenral
protection. The RAW management activities arc reported pursuant to the licensing provisions of Units 3
and 6 and the Spent Fuel Storage Facility licences.

In the operation of the nuclear facilities 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 [AEA, a5 well as the ALARA principle (a5 low as reasonably achievable personnel exposure). The
collective dose of the personnel and the conmractor's staff who worked in the Radiologically Controlled
Area of Kozloduy NPP EAD in 2020 is within the framework of the planned values.

The plant radiological environmental monitoring is specified in the Kozloduy NPP EAD long-
term programme for radioecological monitoring, An effective and reliable radioecological monitoring in
Kozloduy NPP EAD operation is ensured with the purpose of accurately and cleatly determining the
environmental radiation parameters, establishing the compliance of the actual radiological status with the
lepislation in foree in the Republic of Bulgaria in this aren, assessment of the changes and trends in the
radiation conditions around Kozloduy NPP EAD. There were no deviations af the radiological indieators

above the admissible levels in 2020. The achieved results show thar the equivalent dose rate of pamma-

radiation varied within the limits of the natural background radiation (0.05+0.17)uSv/h. The values,
measured along the industrial site fence and in the towns and villages within the 100-km zone, are fully
comparable.

The Company Management has as a top priority the protection of people’s health and the
environment against adverse effects in nonradiological aspect, associared with the acrivities implemented
at Kozloduy NPP EAD site. As a nuclear facilities operaror, the plant performs continuous, systematic
and overall monitoring of activitivs, products and services that have a negative impact on environment
and health of the public in non-radiologicat aspeet. The Environment Management Policy is tarpeted at
achieving gouls related to the protection of the armosphere and the purity of the atmospheric air,
reducing the impact from the Company’s activities on the quality of waters, safe management, minimising
and utilising the non-radioactive waste, increasing the energy cfficlency, optimising the use of raw
materials and reducing the emissions to the environment, and last but nor least, minimising the risk of
occurrence of environmental damages and incidents.

Greenhouse gas emissions are formed in the atmosphere as a consequence of the operation of
diesel-generators and diesel-pumps, designed to provide emergeney power supply for Kozloduy NPP
safety systems. These facilities are kept in *hot standby” and are periodicnily tested. Kozloduy NPP EAD
holds a greenhouse gas emissions permit No. 143-H2/2013 issued for the operation of these systems.
The total amount of CO2 emissions generated in 2020, as per the Company’s Report an reporting yearly
emissions, is 471 rons, Compared 1o the conventional TPPs using coal, in the year 2020 Kozloduy NPP
prevented the adverse impact of emissions of about 19.6 mln tons of C()2, about 64 thousand tons of

5032, 14 rons of N, and 0.2 thousand tons of dust containing natural radioacrivity,



For its operation the Company uses surface waters from the Danube river and underground
waters. About 99.7% of the water used is for cooling. The remaining 0.3% are used for the production of
demineralised water required for the production process, firefighting, and other needs. The cooling waters
are returned to the Danube river without any changes to their chemical content, and very often even
eleaner compured to the inmke from the Danube. The waste warer generated by the Company's activity is
treated in specially designed and erected wentment facilides - neutrealisation pits, sludge and oil rerainer,
and petrol products separator. The residential waste water is treated in a warer purifying comples.
Kozloduy NPP EAD petforms petiodical monitoring on the quality of waste water in order to establish
the degree to which it has been affected. In addition to the compulsory monitoring stipulated by the
permits for use of a water body to discharge waste water, the Company performs also extended inteenal
plant control. The results of the performed contro! of the waste warer discharged in the Danube river
show that it does not differ in terms of quality from those of the water taken o the plant. The values of
the individual monitored indicators are considerably lower than the individual emission limits as stipulated

in the permirs for use of a warer body to discharge waste water.

Kozloduy NPP EAD has introduced and uses a separate waste collection and management
system, and the whole staff is familiar with it. The waste generated by the activity are collected on
dedicated sites (storage facilities), where they are sorted and prepared to be transferred for subsequent
safe reuse or disposal. Reusable domestic waste, such as paper (carron), plastic, metal and glass packages,
are also collected separately in coloured waste bins specially located in the Company buildings. All
separately collected wastes are transferred for subsequent reuse or disposal to specialised companies
holding the necessary permits in compliance with the Waste Management Act. Non-reusable and non-
hazardous domestic and industrial wastes, generated by the Company’s activity, are disposed at the plants
Landfill for non-radioactive municipal and industrial wastes, that has been operated by Kozloduy NPP
EAD since 2000

One of the main goals of Kozloduy NPP EAD management is to pursue an active policy
targeted at reasonable use of energy and water resources, as well as improvement of the energy and water
consumption indicators in the long-term perspective, The Company concentrates its efforts in increasing
energy efficiency through the implementation of energy efficiency measures and constant energy
monitoring. These activities allow to reduce the house loads of the plant, as well as to provide possibility
to connect new customers with local heating systems to the central heating system. Kozloduy NPP
promotes electric mobility and the symbiosis berween efficient and clean enerpy and mobiliry by renewing
the fleet by purchasing eleetric cars. All the above-described activities lead to direct improvement of air
quality through reduction of the quantities of greenhouse gases and fine dust particles.

Socinl issues and personnel related issues

The human resource management in the Company is carried our in accordance with the
obyjectives of the Human Resource Management Policy at Kozloduy NPP EAD and in compliance with

the requirements related to the personnel in the obrained licence for the operation of Units 5 and 6 for the



new period. Implementing these requirements, the Company fulfils its commirments to maintain a
sufficient number of qualified and competent personnel ro perform all activities.

In the following period 2021-2023 personnel recruitment will continue to he performed
through a professional recruitment systemn, observing the educational and qualification degree and other
requirements, as defined in the job descriptions, in compliance with the licensing provisions.

As at 31.12.2020 the average number of employess and workers is 3,67+, of them 2,513 are mien
and 1,161 women.

The Company has introduced Tnternal Rules for Salary, which are updared in relation to the
CLA 2021-2022, which aim to further develop, specify and settle the issues of formation and allocation of
funds for salaries in compliance with applicable regulations and conditions of the Collective Labour
Agreement; to establish an organisation for effective management of the salaries ar Kozloduy NPP EAD;
to create and approve such a practice for determining the remuneration of the employees, which will
ensure the implementation of the Company’s policy in the field of remuneration management and
conditions for retention and development of the personnel; to guarantee non-discrimination or prevention
of unequal trearment of workers and employees in derermining their individual cemuneration.

These rules stipulate the issues related to:

- labour payment systemy

- accounting of the work time;

- minirnal base work salary for the Company;

- minimal base work salaries according to the positions;

- types of additional labour remunerations;

- procedure, periodicity, and dates of payment of labour remunerations;

‘The determined base work salaries by positions give guarantees for not allowing differentiation
of the workers and emplovees based on their sex when determining the remunerations for 4 given
position. No discrimination based on sex, ethnic origin, religious or political beliefs is allowed ar the work
place.

The Emplover ensures conditions for employment of workers and emplovees under
employment contract at the Company. It is also the Employer’s responsibility to ensure the required
technical provisions, facilirics, raw materials, marerials, energy, vools, working clothes, personal protective
equipment, and other adequate conditions to ensure normal performance of employment duties. The
Emplover ensures, at the Employer's own expense, conditions for preparation and vocational qualification
of the Employer’s workers and employees in ease of job cuts or opening of vacancies, establishing/closure
of production or activities, as well as when a work technology changes.

Upon stacting the job or reappointment to a new position, the Employer is obliged to acquaint
the worker or employee with his/her rights and obligations under the job description for the job, Plant
intetior regulations, the Plant regulations on salaries, the requirements for health and safety at work, the

clauses of the current Collective Labour Agreement, and other internal Company documents. For the



purposes of the conducted transparent policy on selection, recruitment and reappointment of personnel,
the Employer is bound to use information displays/boards/ and the internal information system to
announce the vacancies and the application requirements.

The Company signs short-term employment contracts for the implementation of seasonal
works, such as snow removal - in winter, and for attending the Holiday village. Exceptionally, fixed-term
employment contracts are concluded with persons who, in order to perform their functions and
obligations, should hold the necessary licence (4 senior reactor aperators for 2020 and 1 Reactor
Physicist). Persons who replace absent workers/employees are appointed under a fixed-term employment
contract (L1 people for 2021).

A collective labour agreement for a two-year period is concluded hetween the NPP's trade
unions and the management of the Company, which guarantees all personnel rghts covered by the
national legislation, as well as the basic requirements and best practices in the nuclenr industry worldwide.

Kozloduy NPP EAD is a socially responsible company and it gives its employees, if they wish,
the possibility to exercise their civil rights and to participate in public or trade union activities, including to
apply for clective positions, if this does not intecfere with the work pecformed in the Company. In this
repard, the Company has introduced a Code of Ethics, which regulates and, in a sense, guarantees the
rights of the wotkers and emplovees. Pursuant to the Colleerive Labour Agreement, the Emplover
underrakes not to impede workers and employees from exercising their rights or from using social
benefits, not to dismiss nor impose disciplinary sanctions by reason of membership in a trade union
organisation.

In conneciion with the fulfilment of their comumitmenrs under the Collective Labour
Agreement, upon written request by o trade union organisation(s) the Employer is bound to presents
information on the financial and economic position of the Company, pursuant to the rules in force.

All wotkers and employees have the right to free protective food, social development,
additional voluntary pension scheme, accommodation offered by the Company in case of specific need,
etc,

Implementing the Social Policy, the management of Kozloduy NPP EAD observes the
regulations of 1 number of normative and internal documents. In this regard, the following activities are
envisaged:

Based on Regulation No.11 dated 21.12.2005 on Determining the Terms and Procedure for
Ensuring Free Food and/or Supplements to i, the workers in ionizing radiation environment are
provided with free food and/or supplements to it, and for the off-site staff - means for cheaper food are
secured by the Cultural and Amenity Service Fund.

‘The Company workers and employees are provided with additional voluntary pension scheme.

A Medicine and Treatment Aid Committee was set up as a consultative body of the employer,
supporting the decision making on the expendinure of a portion of the Cultural and Amenity Services

Fund for workers/employees with health issues.



The Work Conditions Commitree has defined 204 job positions in the staff establishment plan
of the Company, where the workers and employers occupying these positions are subject to compulsory
insurance, pursuant fo the Regulatdon on Compulsory Insurance of Worker and Employees against the
‘Industrial Accident’ Risk. The management team target their efforts at muintaining safe and healthy work
conditions.

The Occupational Medieal Service, which forms part of the Company organisational strucrure,
performs medical check-ups and certification, prophylactic examinations, healtheare servicing and 24-hour
reliable urgent medical assistance to the Company staff, It performs activities related to ensuring health
and safety ar work to the Company personnel, as well as developing and participating in the
implementation of measures to manage and reduce the tisks related ro health and safery ar work,

In the context of the plobal pandemic situation that we have been facing since the beginning of
2020, the Company ensured making appropriate tests for the purpose of early diagnosis of workers and
cmployees infected with COVID-19. The access of visitors on the terrtory of the NPP, the measuces
taken for the protection of the health of the workers, and the provision of disinfection at the workplaces,
as well as the means for protection against infection are strictly regulated.

A wide range of social and cultural activities are carried out, with care to the health prophylaxis,
complete recreation, and cultural life of the Company employees, namely:

- the workers and employees are provided with opportunities for recovery in 4 health and

recreation centre, aceess to spotts, remedy and physiotherapy complex in Kozloduy, etc,;

- Power Engineers Cultural Centre is a place where various cultural and educational forms
and programmes are carried our to fully satsfy the culral needs of the Company”s employees and their
families; an opportunity is provided for acquiring skills in the organised educational forms of arts and
language courses; the plant employees are encouraged and supported in their artistic activity,

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

The activities in nuclear facilities related to ensuring or control of nuclear safety and radiation
protection are carried out by qualified people, who are licensed under the procedure of the Regulations on
the Terms and Procedure for Obtaining of Vocational Qualification and on the Procedure for Issuing of
Licences for Specialised Training and of Individual Licences for Use of Nuclear Power.

The Employer ensutes, at his own expense, conditions for the preparation and vocational
qualification of his workers and employees in case of job cuts or opening of vacancies,
establishing/closure of production or activiries, as well as when a work technology changes.

In case of restructuring of the Company, or part of i, when the activities are ceded or
transferred to another enterprise, including transfer of tngible assets, the employment relationships with
the workers and employees, affected by the change of ownership or part of it, shall be preserved

respecting the provisions of art. 123 and arr. 1232 of the Labour Code.



The labour payment system at Kozloduy NPP EAD is based on the time worked and the
qualiry of the performance, i.e. the amount of the base pay is directly dependent on the duration of the
work, as 4 quantitative measure of the labour input by the worker or employee, and a premium, depending
on the quality of the performed work. The base monthly salary is remuneration for the performance of the
defined labour tasks, dutics and responsibilities, that are inherent to the respecrive wotk place or job
position, in compliance with the adopted standards for die amouat and quality of work and the dueation
of the performed work. The following are taken into account in the assessment of the work place:

- relationship 1o nuclear and eadiation safery;

- functions related to licensing under the SUNEA,;

- complexity of work;

- level of responsibility of the job;

- work heaviness;

- work environment parameter.

The amount of the base monthly payment of the workers and employees is contracred in an
individual emplovment contract between the parties which are in employment relations.

The training process at Kozloduy NPP EAD is aimed at maintaining qualified, comperent and
motivated staff, building and maintaining a high level of safety culture, effective use and management of
personal and corporate knowledge, stimulating the acquisition of the necessary knowledge and skills,
developing a positive atdtude towards work. The training is based on a systematic approach - logical, step-
by-step process for developing and presenting training materials, based on the performed work tasks and
related competencies (knowledge, skills, attirudes) necessary for the implementation of the work duties for
each posidon, at all the levels of the NPP management.

To perform specialised training for activities in nuclear facilities and with sources of ionizing
radiation, the NPP is a holder of the necessary licence issued by the NRA.

The teaining of the personnel of Kozloduy NPP starts with the appointment of the specific
person and continues until the end of his/her employment, being conducted in the form of bricfings
(initial, on-the-job, perodic, and extraordinary), theoretical (lecture training, self-preparation, and
interactive-computetised training), practical (hands-on training in workshops and laboratories, on-the-job
teaining, and drills), and simulator training,

The scope, topics, rype, and sequence of the training are defined in the training programmes or
training schedules and requests for training depending on the personnel group where a certain position
belongs, defined by the funcrions set in the job deseriptions.

In 2020, a toral of 1,350 training courses in the Training Centre and nearly 1,345 on-the-job
trainings were organised and conducred.

Training was delivered to 3,135 employees of the plant and 4,160 people from 162 ditferent

external companies and organisations.



During the vear, a total of 184,345 man-hours of specialised training of the plant seaff were
conducted (77,815 man-hours of which through the ESTRA e-learning system), or an average of 59
teaching hours per person (initial, continuing, and extraordinary training).

There have been issued 31 lieences for working in nuclear {acilities and 3 licences for working
with sources of ionizing radiarion,

The number of individual training programmes developed for initial reaining for holding a
pasition is 342, of which 102 deal with rerraining of reassigned emplovees. There were 222 individual
training programmes developed for continuing training.

Verification of the knowledge/skills of the staff of Kozloduy NPP EAD is carried out hoth
during initial, periodic, and extraordinary examinations before deparimental/qualification examination
commissions, and during the implementation of the training,

The Employer cncoumgcs' the staff education enhancement, providing, to this end, additional
paid leave to workers and employees who continue their education in specialities which offer an
opportunity for carcer development in the Company. The workers and employees are provided with
opportunities to participate in various professional mectings, forums, and seminars, in order to share
experience and enhance their qualification.

The annual individual performance assessment of the Company personnel is used to determine
the specific needs of each worker or emiployee to enhance their professional or personal competence and
to identify workers/employees with very good and excellent performance, demonstrating a desire and
potential for development. Regarding the development of the workers/employees in the Company, as a
result of the evaluation of the work performance, specific activities are planned for expanding their
professional competence, in support of the conditions for conducting fair and transparent procedures for
professional and caceer development. This process is regulared by a Quality Assurance Procedure.

Health and safety at work

The Health and Safety Management Policy as pursued by the Company has a specific
formulation and mechanisms for its implementation and management are in place. Stating the Company
policy, bringing it to the knowledpe of all the staff and their pecception of it is important for the effective
management of safery and health ar work; therefore, the policy is adequately promoted through
visualisation materials, publications in the internal information system, staff training, personal example so
that it is understood, applied, and maintained at all levels.

The Health and Safety Management Policy is implemented applying all its undetlying principles.
Systems for monitoring and periodic repotting on the policy implementation have been introduced. The
causes that led to omissions and shortcomings in the work are analysed and effective measures for
protection and achievement of the declared goals are implemented.

A complex of organisational and technical measures for ensuring safe working environment has
been set up 1o protect the life, safery and working ability of the workers and employees. For the safe

implementation of the labour process, appropriately trained and instructed persons, possessing the



necessary qualification and heences/certificates, are admitted ro perform the respecrive Iabour aetivities,
The workers are continuously informed, through procedures for safe operation, pood practice examples,
continuous trainings, and opportunities 1o enhance their qualification. Collective protection equipment is
provided. The workplaces are arranged in accordance with the ergonomic requirements and the
anthropometric characteristics of the workers.

All the employees /workers are provided with personal protective equipment depending on the
specifics of the work places, potential hazards, and the risk ar work. Continuous medieal monitoring and
analysis of the health condiion of the employees is provided, including provision of first nid, through the
plant’ Oceupatonal Medieal Service and its medieal emergency eam. Prophylactic medical examinations
are arganised, their frequency is derermined by the nature of the work, working conditions, and the age of
the employees. A health and recreation centre is established and designed to strengthen the health and
working capacity of the employees, as well as prophylaxis of people with frequent illnesses or chronic
diseases. Reduced working hours are introduced, as well as defined hours of work and breaks, and free
food.

Constant monitoring of the work environment fuctors is performed in compliance with the
statutory requirements, through periodic measurements and risk assessment for every job activity, The
plant structural units have developed risk management programmes. The assessed risk is negligible or not
a big one, which does not require additional measures, bur rather keeping the currently existing ones. The
workers are informed on the potential risks and the measures undertaken to prevent or reduce their
impact.

In order to develop effective corrective measures to ensure the prevention of accidents at work
ot to reduce the frequency and/or severity of their consequences, as o preventive mensure, the incidents
at work that took place on the territory of Kozloduy NPP EAD, despite the fact that they did not result
in loss of working time and abilite to work are investigated and analvsed on a general basis as in the case
of industrial injurics.

As a form of social partnership for discussing all issues related to safe and healthy working
conditions, which relies on the dircer interest of the workers to think about their safety and health at work
and the integrarion of workers in the overall activity of ensuring health and safety at work, a Work
Conditions Commitree (WCC) has been set up, which is an advisory body to the Chief Executive Officer
on the issues of health and safety ar work. The Work Conditions Committee works closely with the
specialised plant departments involved in creating and ensuring health and safery at work.

In the past 2020, no occupational diseases have been registered and no industrial injuries have
occurred under Arr. 35, para 1 of the SIC with employees of the Company.

To assess the achievement of the ser goals specific and functional indieators are used. The
industrial accident eate at Kozloduy NPP EAD is of value 0.19, considerably lower than the average

values for the industry - 0,96, and the country in general - 0.63.



Human Rights Issues

Kozloduy NPP EAD is 2 member of the UN Global Compact as of 30.03.2012. As a member
of the Network it commits to observe the ten principles of the Global Compact, aimed at implemenration
of responsible business practices in the field of human rights, labour standards, environmental protection
and anti-corruption, Kozloduy NPP publishes a Progress report on an annual basis. As of 2013 the
Company has introduced a Code of Ethics which defines the expected hehaviour of Koxladuy NPP
EAD, describing the moral-ethical norms and rules when applying the UN Global Compact universal
principles.

The Code of Ethics is aimed ar developing organisational culture which contributes to
strengthening the Company” good reputation as a leader among the business organisations, as well as ar
increasing public trust in the professionalism and ethics of the Kozloduy NPP EAD stafi.

The Code of Ethics is a documenr which adds to the existing internal documents, and
contributes to the personal judgement and responsibility of the people working at the nuclear power plant
when carrying out their professional duties. The Plant’s pursuit is to turn these principles into a part of
the serategy, culture and everyday activity of the Company. The Code of Ethics is based on the following
core values:

Safety Firs;

Commniitment, mutual respeet, and recognition;

Personal responsibility and integrity at work;

Striving for excellence;

Continuous learning.

The Code of Ethics is published in the internal information system and on the Company
internet site, and it is expected to be respecred also by the contractors’ personnel, working on Kozloduy
NPP EAD site.

Kozloduy NPP EAD is a socially responsible company. Joint initintives with the municipalities
in the region and veluntary initintives resuling from the employees’ personal commitment were
undertaken within the framework of the Company’s Corporate Social Responsibility Policy, to ensure
lasting benefits to the local community: Supporting people in need, providing assistance for the
development of public sites, infrastrucrure and healtheare improvement, s well as in the area of
education, science, culture, and sports.

With the signed Colleetive Labour Agreement and the Plant Interior Regulations, the Employer
commits to respond within 14 days to written applications, requests, and waenings /complaints/ filed by
the workers. The established internal information system is part of the Management's communication
policy, and the ‘Opinions’ and “Weekly Question’ sections provide an opportunity for the staff ro ask
questions, to state their opinions, and to receive answers by the senior management to various

employment, social and other issues.



A survey of the personnel motivation is conducted on an annual basis to obtain feedback and
to improve the human resource managemenr. Based on rhe results, corrective measures are proposed in
the problematic areas and an action plan is prepared for the next year.

Anti-corruption and anti-bribery issues

As parr of the Bulgarian Energy Holding EAD, the Company applies the Secroral Anti-
Corruption Plan in Energy. This plan further develops and specifies the priority areas for prevention of
and counteraction to corruption in the energy sector, ensuring transparent management and
accountability in the activity of the Ministry of Energy and in the trading companies in which the state
holds aver 50°% share in the equity.

The Corruption Prevention section is involved in implementing the measures contained in the
plan; the main activity of the section is applying anti-corruption procedures and mechanisms for
checking, monitoring, and reporting, with the purpose of ensuring transparent management and
accountability, preventing corruptive practices, and incressing public twust in the Company’s
professionalism and cthics.

The mechanisms used by the Company for whistle-blowing on breaches, corruption and/or
conflict of interests, are:

. Via a mailbox placed ar the entrance of Kozloduy NPP EAD  Management
administrative building;

» Via the e-mail on the following address: signal@npp.hg;

) Hotline: +359 973 7-62-62.

These alerts are examined applying the principle of information confidentiality and protection
of the whistleblowers' anonymity. There is also an administrative procedure in place for the registration
and work on the corruption and/or conflict of inrerest alerts, and for prorection of whistleblowers.

As of today, there are no alerts on corruption and/or conflict of interests in the Company, and
no cases of corruption/corruption practices have been identified. The Corruption Prevention section
does not dispase of information on the number of pending or closed cases related to anti-competitive
behaviour. The employees who have direet relation to the fight against corruption in the Company were
adequately trained on the ropic of Anticorruption, with continuous professional training foreseen in this
area in order to ensure the required expertise to prevent and counteract corruption.

Outlook on environmental and soctal policies.

Kozloduy NPP EAD will continue to work actively for the environmental protection in all its
aspects. The actions, undertaken 1o maintain and enhance safety of operations within the Company will
be caeried out in the following directions: nuclear safety, operating experience, radiological protection,
emergency preparedness, radioactive waste management, radioeeological monitoring, non-radiological
monitoring, and environmental protection.

Kozloduy NPP EAD implements a programme for maintaining and enhancing safety for the

period 2020-2022 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, the
Vienna Convention, and the sublegislative normarive acts. The implementation of the measures contained
in the programme aims to enhance safety of nuclear facilities, in compliance with the regulatory
requirements, international requirements, and the operating experience, ensuring adequate reliabilitv of
barriers.

A programme for increasing the safety culture at the power plant is ongoing. The activities for
raising the safety culture envisaged in the programme are directly related to safety leadership, improving
human performance, personal responsibility and teamwork, creating a non-punitive environment, and
problem and error reporting, optimisation of documents, human resource management, as well as
transfer and retention of knowledge. In the filed of security culture, activities are aimed at widespread
information of the staff on issues related to ensuring the security of nuclear facilities, including
preparation of the necessary information materials both for the staff and external organisations, review,
update and further development of training materials, as well as conducting training.

A Plan for the staff required for key positions at Kozloduy NPP EAD has been developed in
order to provide the necessary information to ensure the rimely selection and training of personnel for
taking-up positions in the Company in order ro ensure safe and long-term operation of the nuclear
facilities.

The Companv’s Management does not consider that there are sipnificant risks regarding the
) g g g

environment: social policies.

Chief Fisgeyfti
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BULGARIA

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 audited the separate financial statements of NPP KOZLODUY EAD (the Company), which
comprise the separate statement of financial position as at 31 December 2020, 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 repert the accompanying separate financial statements present fairly, in all material
respects, the financial position of the Company as at 31 December 2019, 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 itis disclosed in Note 4.23.9 “Provisions - Provision for decommissioning of nuclear facilities” of the
separate financial statements as at 31 December 2020, 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 IAS 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 assef'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 2020,

We conducted our audit in accordance with International Standards on Auditing (1SAs), Qur
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’ International Code of
Ethics for Professional Accountants (including International Independence Standards) (IESBA Code),
together with the ethical requirements of Bulgarian Independent Financial Audit Act, and we have fulfilled
our other responsibilities in accordance with these requirements. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our qualified opinion.

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.
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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 2020. Accordingly, we 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. In addition to the matter, described in the
“Basis for Qualified Opinion” section above, we have determined the matters described below as key
audit matters to be communicated in our auditor's report.

1. Valuation of property, plant and equipment

Note 4.11 and Note 5 to the separate financial statements

Key audit matter How this key audit matter was

addressed in our audit

The Company has adopted the revaluation model as an | Our audit procedures include, but are not
accounting policy for subsequent measurement of | limited to, the following procedures:
property, plant and equipment and specialized means of
transport (hereafter referred to as property, plant and
equipment or assets). The frequency of revaluation for
minor changes in the assets fair values is performed
every three years.

» Review and assesment of the
Company accounting policy regarding
recognition, clasification, subsequent
revaluation and impairment of
property, plant and equipment, applied

As of 31 December 2020 the revalued value of land, during the reporting period,;

buildings, machinery and equipment amounts to BGN ,

2098 976 thousand. and the revaluation reserve | * Ve reviewed the Company process

amounts to BGN 1 399 254 thousand about assets revaluation and controls
' applied;

Revaluations are performed by a independent certified . ,
appraiser with sufficient frequency so that the carrying | ° We assessed the qualification and

amount does not differ materially from the value that |  OPJectivity of the independent certified
would have been determined if fair values were used at | ~ @PPraiser, expert external for the
the end of each reporting period. The last revaluation of Compar}y, as well as the
the Company was performed for the period ended on 31 appropriateness  of  the  used
December 2018. approaches, methods and
assumptions for assessment of the
The assets subject to revaluation are specific and assets fair values in order to determine
specialized, strictly related to the Company activity and compliance with the requirements of
the alternative use of a significant part of them is IFRS 13 ‘Fair value measurement’;

impossible or difficult. Therefore, another use by the . .
market participants is unlikely to maximize the value of | ® VVe have obtained an understanding

the assets, and based on that it is considered that their and assessed the reasonableness of
hib.bg
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current use in the business maximizes their value. The
appraiser has used two main approaches and valuation
methods - the Market Approach through the Market
Analogue Method - for land and buildings for which there
is a real market and observed price data for recent
market transactions for similar properties; and “Expense
approach” through “Amortized replacement cost method”
- for the fair value of machinery, equipment and
equipment, due to the specialized nature of most of the
assets. The valuation measures the value of an asset by
determining its new value at the measurement date,
reflecting the cost of the asset, reduced by its physical
deterioration, functional and economic depreciation as a
result of its exploitation.

Due to the importance of the respective items in the
separate statement of financial position of the Company
(Property, plant and equipment, Revaluation reserve)
and the use of accounting judgments, we consider this
issue to be a key audit issue.

the key outputs calculated by the
independent  certified  appraiser,
expert external for the Company, as
well as key judgments and
assumptions;

e Assessment of the adequacy of the
disclosures in the separate financial
statements related to the revaluation
of property, plant and equipment.

2. Classification and measurement of non-current assets and liabilities held for distribution to
the owner in accordance with IFRS 5 “Non-current assets held for sale and discontinued

operations”

Note 4.19 and Note 16 to the separate financial statements

Key audit matter

How this key audit matter was

addressed in our audit

As of 31 December 2020, the Company reports in the
separate statement of financial position Non-current
assets and liabilities held for distribution to the owner with
carrying amount of BGN 56 242 thousand and
respectively BGN 45 879 thousand, which include land,
buildings and other assets in the process of acquisition
under started projects, as well as the related financing
and retained amounts under a construction contract, in
implementation of the activities for decommissioning of
nuclear facilities, declaring them private state property
and providing them for public use and providing them for
management of the SE RAW by reducing the capital of
the Company.

Assets classified as held for distribution to the owner are
measured by the Company at the lower of their carrying
amount immediately after their determination as held for
distribution to the owner and their fair value less costs to
distribute.

Valuation techniques suitable for this type of asset (cost
approach) are applied to determine fair values based on

Our audit procedures include, but are not
limited to, the following procedures:

e Review and assessment of the
Company's accounting policies applied
during the reporting period regarding the
recognition, classification and
measurement of non-current assets and
liabilities held for distribution to owners;

* We reviewed the Company process
about assets revaluation and controls
applied;

o We assessed the qualification and
objectivity of the independent certified

appraiser, expert external for the
Company, as well as the
appropriateness of the used

approaches, methods and assumptions
for assessment of the assets fair values
in order to determine compliance with
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an estimate made by an external independent valuer | the requirements of IFRS 13 ‘Fair value
engaged by the Company. measurement’;

The appraiser has used the amortized cost method, [ ¢ We have obtained an understanding
which is part of the cost approach. The valuation is | and assessed the reasonableness of the
influenced by assumptions about replacement value, | key outputs calculated by the
physical, functional and economic depreciation of the | independent certified appraiser, expert
assets, residual salvage life. external for the Company, as well as key

As a review of the impairment of non-current assets held Judgments and assumptions;

for distribution to owners requires material judgments by | « Verification that the criteria for
the management of the Company, as well as significant determining the classification,
uncertainty related to the inputs used and assumptions in | measurement and accounting treatment
determining their fair values, the impairment of these | ofassets held for distribution under IFRS
assets may have a significant effect on the financial | 5 Non-current Assets Held for Sale and
results of the Company as of December 31, 2019, which | Discontinued Operations exist as of 31
is why we have identified this issue as a key audit issue. | December 2019;

» Assessment of the adequacy of the

disclosures in the separate financial
statements related to the classification
and presentation of non-current assets
held for sale.

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 [FRSs, 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 1SAs 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.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:
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— ldentify 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 those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as

fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

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

— 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 disclosures, 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 all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

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
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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.

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 OOD was appointed as a statutory auditor of the separate financial
statements of NPP KOZLODUY EAD for the year ended 31 December 2020 by the Minutes Ne E-
PL-21-16 of the Minister of Energy dated from 15 June 2018 for a period of three years.

— The audit of the separate financial statements of the Company for the year ended 31 December
2020 is the fifth 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 OOD WL

Manager:

Veronika Revalska

Registered auditor, responsible for the audit:

Svetlana Pavlova -Uzb

12 April 2021
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Kozloduy NPP EAD
Separate Annual Financial Statements
31 December 2020

Separate Statement of Financial Position

Note

Assets

Non-current assets

Property, plant and equipment 5
Intangible asscts 6
Investment properties 7
Investments in subsidiarics 8
Loans granted to related parties 35.2
Long-term trade and other receivables 9
Equity instruments at fair value through other

comprehensive income (OCT) 10
Non-current assets

Current assets

Nuclear Fucl 12
[nventory 13
Trade and other receivables 14
Loans granted to related parties 35.2
Related parties receivables 35.1
Income tax payments

Cash and cash equivalents 13

Assets included in disposal groups classified as
non-current assets held for distribution to owners 16
Current assets
Total assets

III“.'L‘l'IL
Prepared by: AL Ly ’\
/Margarita Mankova

31 December

31 December

2020 2019
BGN '000 BGN '000
2,328,304 2,408,171
6,768 8,672
4115 4,120
22,161 15,161
5,989 8,289
1,145 3818

510 457
2,368,002 2,448,688
433,399 303,607
56,928 54,303
43,840 70,624
2,398 2,374
32,868 53,924
1,834 764
483,106 393,583
1,056,373 881,179
56,242 57,277
1,112,615 /7 938,456

3,481,607

¥ .

2021.
Audir firm T ®MHaNGOB OTYET.
HI.B Bulgaria OOD Suane :

. ¥ { / / ./
The accompanying notes, pages 8 to T4, Eo;4‘h an~integral part of these separate annual

statements.
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Kozloduy NPP EAD
Separate Annual Financial Statements
31 December 2020

Separate Statement of Financial Position (continued)

Note 31 December 31 December
2020 2019
Equity and liabilities BGN '000 BGN '000
Equity
Share capital 17.1 244,585 244,585
Legal reserves 172 24,458 24,458
Revaluation reserve of non-financial assets 17.3 1,399,254 1,400,140
Revaluation reserve of defined benefit plans (69,450 (70,375)
Revaluation reserve of financial assets at fair value 250 203
Other reserves 17.4 676,667 676,667
Remnined carnings 519,831 405,645
Total equity 2,795,595 2,681,323
Liabilities
Non-current liabilities
Borrowings 18 - 10,879
Retentions on construction contracts 19 326 978
Financing 20 103,158 106,966
Penston and other employee obligations 21 89,115 84,707
Long-term teade and other payables 22 6,118 13,181
Deferred tax habilities 11 141,292 147,751
Non-current liabilities 340,009 364,462
Current liabilities
Trade and other payables 22 167,989 143,749
Payables to related parties 35.1 4,807 5,424
Borrowings 18 11,170 22,833
Financing 20 4,206 4,340
Retentions on construction contracts 19 3,626 3,210
Pension and other employee obligations 21 28,606 34,272
Provision for spent nuclear fuel and others 23 79,720 81,652
300,124 295,480
Liabilities included in disposal groups classified as
non-current assets held for distribution to owners 16 45,879 A 45,879
Current liabilities 346,003 [/ 341,359
Total liabilities 686,012 705,821
Total equity and liabilities 3,481,60 3,387,144
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Kozloduy NPP LAD
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Separate Statement of Profit or Loss and Other Comprehensive

Income for the year ended 31 December

Note 2020 2019
BGN '000 BGN '000
Revenue from sale of clectricity 1,255,807 1,312,117
Revenue from sale of heat enerpy 2,106l 1,933
Revenue from sale of production 24 1,257,968 1,314,050
Income from financing, 3,942 4,081
Orther revenues and incomes 25 92916 9,645
Gains from sale of non-current assets 415 3
Change in the fair value of investment properties -5 20
Cost of materials 27 (131,783) (134,162)
Hired services costs 28 (157,358) (134,489)
[Emplovee benefits expenses 29 (240,446) (234,521)
Provisions for post-cmployment benefit plans 21 (17.346) (40,802
Depreciation and amortisation costs, and revaluation of PPL 5,6 (178,559) (168,977)
Provisions costs 30 (37,924} (39,881)
Impairment costs/reversed impairment on financial asscts
{net) 31 1,693 477
Orher expenses 32 (205417) (210,138)
Cost of goods sold and other current assets (368) (670)
Change in work in progress 834 (9,409)
Acquisition of self-constructed machinery, plant and
equipment 232 3,850
Operating profit 305,794 359,017
Financial costs 33 (1,587) (2,117)
Financial income 33 2,170 4,006
Profit before tax 306,377 360,906
Income tax expenses 34 (30,567) (36,014
Profit for the year from continuing operations 275,810 324,892
Profit for the vear from discontinued operations = -
Profit for the year 275,810 f 324,892
t N )
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Kozloduy NP EALD
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Consolidated Statement of Profit or Loss and Other
Comprehensive Income for the year ended 31 December
(continued)

Note 2020 2019
BGN '000 BGN '000
Profit for the year 275,810 324,892

Other comprehensive income:

Items that will not be reclassified subsequently to profit or loss:

Revaluation of the liabiliries under defined benefir plans 21 1,028 (27,419)
Change in the fair value of financial instruments at fair value

through other comprehensive income

— losses for the current period (19) )]
Income tax relating to items not reclassified 11 (101) 2,743
Other comprehensive income for the year, net of tax 908 (24,685)
Total comprehensive income for the year 276,718 300,207
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Kozloduy NPP EAD
Separate Annual Financial Statements
31 December 2020

Separate cash flow statement for the year,
ended 31 December

Note

Operating activities

Cash receipts from customers

Cash paid to suppliers

Cash paid to employees and social sceurity institutions
Cash paid for fees, commissions, and other

Cash paid to the RAW Fund, NIFD Fund, and 818 Fund
(Paid to)/receipts trom income taxes

Cash flows related to other tax and payments to the
governmental budget

Cash flows related to insurance

Orther cash flows from operating activities

Net cash flow from continuing operations

Net cash flows from operating activities

Investing activity

Acquisition of long-term investments

Purchase of property, plant, and cquipment

Proceeds from disposals of property, plant, and equipment

Loan repayments received 352
Interest recetved 352
Dividends received

Net cash flows from investing activity

Financing activity

Repavments of borrowings

Leasing payments

Interese paid

Dividends paid

Net cash flows from financing activity

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Liffect from expected credit losses under [FRS 9

Cash and cash equivalents at the end of the year 15

i [ 7 3 £
The Separate Financial Statements were approved for issue by a decisioh of the Boagd &
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2020 2019
BGN '000 BGN '000
1,542,877 1,558,261
(469,081) (339,827)
(247,986) (242,092)
(20) @7
{190,867) (202,330)
(38,198) (54,598)
(179,419) (185,840)
(13,925) (15,478)
(12,425) (5,608)
390,956 512,461
390,956 512,461
(7,000) =
(112,810) (94,865)
1,383 4
2,250 2,200
254 308
969 869
(114,954) (91,484)
(22,247) (33.005)
(232) (116
(912) (1,385)
(162,446) (230,056)
(185,837) (264,562)
90,165 156,415
395,583 / 239,725
(642y] (557)
485,196/ 395,583
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Kozloduy NIPP EAD
Separate Annwval Financial Statements
31 December 2020

Notes to the Separate Financial Statements

1. Principal activities

Kozloduy NPP EAD (‘the Company’) is a single-owner sharcholding company, established by virtue of
Decision No. 582 from 2000 of Vratsa District Cowt. The Company is registered in the town of
Kozloduy 3321, Vreatsa Districr, Bulgaria. 3321, The Company was established as a sharcholding company
on 28 April 2000 with a sole owner - the Republic of Bulgaria through spin-off from 'Natsionalna
Elekiricheska Kompania' EAD (National Electricity Company, NEK EAD). The Company is a legal
successor of the respective portion of assets and labilities of NEI EAD, Sofia, in accordance with the
Separation Protocaol for the Kozloduy NPP branch and GUP Atomenergoinvest, Kozloduy, compiled
and based an the available aceounting records dated 28 April 2000. As of 18 Seprember 2008, the rights
of the sole sharcholder of the Company are exercised by the Ministry of Economy and Energy through
the incarporated Bulgarian Energy Holding EAD.

The Company’s financial year ends on 31 December.

The principal activity of the Company includes use of nuclear energy to generate electrical and thermal
power.

As at 31 December 2020, Bulgarinn Encrgy Holding EAD is the sole owner of the Company’s share
capital. The Company™s ultimate owner is the Republic of Buigaria through the Ministry of Energy.

The Company has a one-tier management system and is managed by a Board of Directors with the
following members as at 31 December 2020:

- Jacklen Yosif Cohen, Chairman
- Ivan Todorov Yonchev, Member
- Nasko Asenov Mihov, Member

As at 31 Decemnber 2020, the Company is represented by the Chief Executive Officer Nasko Mihov,

As at 31 December 2020, the numbec of the staff employed by the Company under employment
conteacts is 3,674. (31 December 2019: 3,772).

2. Basis for the preparation of the separate financial statements

The separate financial statements of the Company have been prepared in accordance with the
International Financial Reporting Standards (IFRY) as developed and issued by the International
Accounting Standards Boaed (IASB), adopted by the European Union (EU).

The separate financial staternents are presented in Bulgarian leva (BGN) which is the functional currency
of the Company. All amounts are denominated in thousands of BGN (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 smated in accordance with IFRS 10
‘Consolidated Financial Statements’.

The separate financial statemnents are prepared under the going concern principle.

As at the date of preparation of the currenr separare 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 review carried out of the Company’s activities,
the management anticipates that the Company will have sufficient resources to continue its operating
activities in the foreseeable future and believes that the poing concern principle is appropriate for the
preparation of the separate financial statements.




Kozloduy NPP EAD
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3. Changes in accounting policy

3.1. New standards, amendments, and interpretations of the IFRS which came into effect as of
01 January 2020

The Company applies the following new standards, amendments, and interpretations of the IFRS
developed and published by the International Accounting Standards Board which have an effect on the
Company's financial statements and are mandatory for the period srarting on 01 January 2020:

The following standards and interpretations apply for the first time to financial reporting periods
commencing on or after 1 January 2020:

. Definition of Material - Amendments to IAS 1 and IAS 8 — effective date 1 January 2020

The IASB has made amendments to 1AS 1 Presentation of Financial Statements’ and 1AS 8 ‘Accounting
Policies, Changes in Accounting Estimates and Errors” which use a consistent definition of materiality
throughout International Financial Reporting Standards and the Conceprual Framework for Financial
Reporing, clarify when information is marerial and incorporate some of the guidance in IAS 1 about
immaterial information. In particular, the amendments clarify:

. thar the reference to obscuring information addresses situations in which the effect is similar to
omitting or misstating that information, and that an entity assesses materiality in the context of the
financial statements as a whole, and

. the meaning of “primary users of peneral purpose financial statements’ to whom these financial
statements are directed, by defining them as ‘existing and potential investors, lenders and other creditors’
thar must rely on general purpose financial statements for much of the financial information they need.

. Definition of a Business — Amendments to IFRS 3 - effective date T January 2020

The amended definittion of a business requires an acguisition to include an inpur and a substantive
process thar together significantly contribute to the ability to create owtputs, The definition of the erm
‘outpurs’ is amended to focus on goods and services provided to customers, generating investment
income and other income, and it excludes returns in the form of lower costs and other economic benefits.
The amendments will likely result in more acquisitions being aceounted for as asset acquisitions.

. Interest Rate Benchmark Reform — Amendments to IFRS 7, IFRS 9 and IAS 39 - effective
date 1 Januacy 2020

The amendments made to IFRS 7 Financtal Instruments: Disclosures, IFRS 9 ‘Financial Instruments' and
IAS 39 ‘Financial Instruments” Recognition and Measurement provide certain reliefs in relation to
inrerest rare benchmark reforms. The reliefs relare 1o hedge accounting and have the effect thar the
modifications which are required as a direct consequence of the interest rare henchmark reforms and are
performed on an economically equivalent base should not generally cause hedge accounting to terminate,
However, any hedge ineffectiveness should continue to be recorded in the income statement. Given the
pervasive nature of hedges involving IBOR-based contracts, the reliefs will affect companies in «ll
industries.

. Revised Conceptual Framework for Financial Reporting - effective date 1 January 2020

The 1ASB has issued a revised Conceprual Framewark which will be used in standard-setting decisions
with immediare effecr. Key changes include:

. incrensing the prominence of stewardship in the objective of financial reporting
reinstating prudence as a component of neatrality

. defining a reporting entity, which may be a legal entiry, or a portion of an entity

. revising the definitions of an asset and a liability

. removing the probability threshold for recognition and adding guidance on derecognition
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. adding puidance on different measurement basis, and
. stating that profit or loss is the primary performance indicator and tha, in principle, income and

expenses in other comprehensive income should be recycled where this enhances the relevance
or faithful representation of the financial statements.
No changes will be made to any of the current accounting standards. However, entitics that rely on the
Framework in determining their accounting policies for transactions, events or conditions that ate nor
otherwise dealt with under the accounting standards will need to apply the revised Framework from 1
January 2020, Thesc entities will need to consider whether their accounting policies are still appropriate
under the revised Framework.

. Covid-19-related Rent Concessions = Amendments to IFRS 16 - effective date 1 June 2020

As a result of the COVID-19 pandernic, rent concessions have been granted to lessees. Such concessions
might take a varety of forms, including payment holidays and deferral of lease payments. In May 2020,
the IASB made an amendment to IFRS 16 ‘Leases’ which provides lessees with an option to treat
qualifying rent concessions in the same way as they would if they were not lease modifications. In many
cases, this will result in accounting for the concessions as variable lease payments in the period in which
they are granted.

Entities applying the practical expedients must disclose this fact, whether the expedient has been applied
to all qualifying rent concessions or, if not, information about the nature of the contracts to which it has
been applied, as well as the amount recognised in profit or loss arising from the rent concessions.

) The following standards and interpretations had been issued but were not mandatory for annual
reporting periods ending on 31 December 2020.

. IERS 17 ‘Insurance Contracts’ - effective date: Originally 1 January 2021, but extended to
1 January 2023 by the IASB in March 2020

IFRS 17 was issued in May 2017 as replacement for IFRS 4 Insurance Contracts. It requires a current
measurement model where estimates are re-measured in each reporting period. Contracts are measured
using the building blocks of:

. discounted probability-weighted cash flows
. an explicit risk adjustment, and
. a contracmal service maegin (CSM) representing the unearned profit of the contract which is

recognised as revenue over the coverage period.
The standard allows a choice benveen recognising changes in discount rates either in the smatement of
profit or loss or directly in other comprebiensive income. The choice is likely to reflect how insurers
account for their financial assers under IFRS 9.
An optional, simplificd premium allocation approach is permitted for the liability for the remaining
coverage for short duration contracts, which are often written by life insurers,
There is a modification of the general measurement model called the “variable fee approach’ for certain
contracts written by life insurers where policyholders share in the returns from underlying items. When
applying the vatiable fee approach, the entity’s share of the fair value changes of the underlying items is
included in the CSM, The results of insurers using this model are therefore likely to be less volatile than
under the general model.
The new rules will affect the financial statements and key performance indicarors of all entities thar issue
insurance contracts or investment contracts with discretionary participation features.

3.2 Standards, amendments, and interpretations which have not yet come into effect and
have not been applied from an eatlier date by the Company

As at the date of approval of these financial statements new standards, amendments and interpretations

have been published to the already existing standards, but which have not come into effect or have not

bheen adopted by the EU for the financial year starting 01 Januacy 2020, and have not been applied as of

10
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an earlier date by the Company. They are not expected to have a material effect on the financial
statements of the Company. The management expects that all the standards and amendments will be
adopted in the accounting policy of the Company in the first period starring after the date of the their
coming into effect.

The changes are related to the following standards:

e Classification of Habilities as current or non-current - Amendments to IAS 1 - effective
date: 1 January 2022 [possibly deferred to 1 January 2023]

The narrow-scope amendments to LAS 1 Presentation of Financial Statements clarify that liabilities are
classificd as either current or non-careent, depending on the rights that exist at the end of the reporting
perind. Classification is unaffected by the expecrations of the entity or events after the reporting date (eg
the receipt of a waver or a breach of covenant), The amendments also clarify what TAS | means when it
refers to the ‘settlement’ of a liabiliry.

The amendments could affect the classification of liabilities, particularly for entities that previously
considered management's intentions to determine classification and for some liabilities that can be
converted into equity.

They must be applied retrospectively in accordance with the normal requirements in IAS 8 ‘Accounting
Policies, Changes in Accounting Estimates and Errors’.

In May 2020, the IASB issued an Exposure Draft proposing to defer the effective date of the
amendments to 1 January 2023,

. Properties, plant and equipment: Proceeds before intended use — Amendments to IAS 16
- effective date: 01 January 2022

The amendment to 1AS 16 ‘Property, Plant and Equipment (PP&E)’ prohibits an entity from deducting
from the cost of an item of PP&E any proceeds received from selling items produced while the entity is
preparing the asset for its intended use. It also clarifies that an entity is ‘testing whether the asset is
functioning praperly’ when it assesses the technical and physical performance of the asser. The financial
performance of the asset is not relevant to this assessment.

Entities must disclose separately the amounts of proceeds and costs relating to items produced that are
not an output of the entity’s ordinary activities.

. Reference to the Conceptual Framework — Amendments to IFRS 3 - effective date: 01
January 2022

Minor amendments were made to IFRS 3 ‘Business Combinations® to update the references to the
Conceptual Framework for Financial Reporting and add an exception for the recognition of liabilities and
contingent liabilities within the scope of 1AS 37 “Provisions, Contingent Liabilities and Contingent Assets
and Interpretation® 21 ‘Levies’. The amendments also confiem that contingent assets should not be
recognised at the acquisition date.

. Onerous Contracts — Cost of Fulfilling a Contract Amendments to IAS 37 - effective date:
01 January 2022

The amendment to IAS 37 clarifies that the direct costs of fulfilling a contract include both the
incremental costs of fulfilling the contracr and an allocation of other costs directly related ro fulfilling
contracts, Before recognising a separate provision for an onerous contract, the entity recognises any
impaireent loss that has oceurred on assets used in fulfilling the conrracr.

] Annuai Improvements to IFRS Standards 2018-2020 - cffective date: 01 January 2022

The following improvements were finalised in May 2020:

11
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. IFRS 9 ‘Financial Instruments’ — clarifies which fees should be included in the 10% test for
derecognition of fiancial liabilities.
. IFRS 16 “Leases’ — amendmient of #lustrative example 13 to remove the itlustration of payments

from the lessor relating to leaschold improvements, to remove any confusion about the treatment of lease
incentives. .

. TFRS 1 ‘First-time Adoption of International Financial Reporting Standards’ — allows entities that
have measured their assets and liabilides ar carrying amounts recorded in their parent’s books to also
measure any cumulative translation differences using the amounts reported by the parent. This
amendment will also apply to associares and joint ventures thar have taken the same IFRS 1 exemption.

. IAS 41 “Agriculture’ — removal of the requirement for entites to exclude cash flows for taxation
when measuring fair value under LAS 41, This amendment is intended to align with the requirement in the
standard to discount cash flows on a post-tax basis.

. Sale or contribution of asscts between an investor and its associate or joint venture —
Amendments to IFRS 10 and IAS 28

The IASB has made limited scope amendments to IFRS 10 ‘Consolidated financial statements’ and 1AS
28 “Investments in associates and joint ventures’. The amendments clarify the accounting treatment for
sales or contribution of assets berween an investor and its associates or joint ventures. They confirm that
the accounting treatment depends on whether the nonmonetary assets sold or contributed ro an associate
or joint venture constitute a ‘business’ (as defined in IFRS 3 Business Combinations). Where the non-
monetary assets constitute a business, the investor will recognise the full gain or loss on the sale or
contribution of asscts. If the asscts do not meet the definition of a business, the gain or loss is recognised
by the investor only to the extent of the other investor’s interests in the associate or joint venture. The
amendments apply prospectively.

In December 2015 the IASB decided to defer the '1ppllc-\rmn date of this amendment until such time as
the LASB has finalised its research project on the equity method.

At the date of authorisation of these consolidated financial statements, several new, but not yet effective,
Standards and amendments to existing Standards, and Interpretations have been published by the LASB.
None of these Standards or amendments to existing Standards have been adopted early by the Company.

Management anticipates that all relevant pronouncements will be adopted for the first pedod beginning
on or after the effective date of the pronouncement. New Standards, amendments and Interprerations
not adopted in the current year have not been disclosed as they are not expected to have 1 material
impact on the Company’s financial statements.

4. Accounting Policy

4.1, Qverview

The most significant accounting policies applied in the preparation of these separate financial statements
are presented below.

The financial statements have been prepared in accordance with the principles for the measurement of all
types of assets, liabilities, income and expenses, in accordance with TFRS. The valuation bases are
disclosed in derail further down in the accounting policy o the separate financial statements,

It should be notred that accounting estimartes and assumptions were used to prepare the presented
financial statements. Although they are based on information provided to tmanagement as at the date of
preparation of the financial statements, the actual results may differ from the estimates and assumptions
made.
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4.2 Presentation of the separate financial statements

The separate financial statements are presented in accordance with 1AS 1 ‘Presentation of Financial
Statements’. The Company has accepted 1o present the statement of profit or loss and other
comprehensive income in a single statement.

Two comparative periods are presented in the separate financial statements, when the Company:
(n) applics an accounting policy retrospectively;

(b} retrospectively reealculates positions in the financial staternents; or

(¢} reclassifies items in the fnancial 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 currencies are reported in the functional currency of the Company at the official
exchange rate at the date of the tansaction (according to the official exchange rate of the Bulgarian
National Bank). Gains and losses from exchange rate differences, arising in the process of settlement of
those transactions and revaluation of foreign currency monetary items at the end of the reporting period,
are recognised in the profit or loss.

Non-menetary ftems measured ar historical cost in foreign currency are reported at the exchange rate ns
at the date of transaction. Non-monetary items measured ar fair value in foreign currency are reported ar
the exchange rate ar of the date of determining the fair value.,

4.4, Investments in subsidiaries

Subsidiaries are all entities, controlled by the Company. The Company’s control over subsidiaries is
expressed as its ability to manage and determine the financial and operating policy of the subsidiaries, so
that benefits can be obmined from the activities of these subsidiaries. Investments in subsidiaries are
carried ar cost (acquisition cost) in the separate financial statements of the Company.

The Company recognises dividends from subsidiaries in profir or loss, in its separate financial statements,
when the Company’s right to abtain those dividends is established,

4.5. Revenues

A. Revenue from contracts with customers

Recognising and evaluating revenue from customer contracts

The main revenues generated by the Company are related to the sale of electrical and heat energy.
In order to decide whether and how to recognise revenues, the Company uses the following 5 steps:

L. Identification of the contract with the client

2. Identification of the performance obligations

3. Determining the value of the transaction

4. Allecating the value of the rransaction to the performance obligations

5. Recognising the revenues when the performance obligations to be performed are met,

The revenues are recognised either at a cerrain moment or in the course of time, when or until the
Company meets the performance obligations transferring the promised pgoods or services to its
customers,

The Company recognises as kabilities under contract payment received in relation to unsatisfied
performance obligations and presents them as other liabilities in the statement of the financial position. In
the same way, if the Company meets the performance obligation, prior to receiving the payment, it
recognises in the statement of the financial position either an asset under a contract, or a receivable,
depending on whether somerhing else is required apart from certain time for receiving the consideration.
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Revenues from conrraces with customers are recognised when the control of the goods and/or services
promised in the contract is transferred to the customer in an amount that reflects the consideration the
Group expects to be entided to in exchange for those goods or services.

The control is transferred to the customer when {or as) the customer meets the performance obligation,
under the terms of the conrract, by transferring the promised product or service to the custorner. An asset
(product or service) is transferred when (or as) the customer gains contrel over that assct.

In the initial assessment of its contracts with customers, the Company assesses whether rwo or more
contracts are to be treated in combination and accounted for as one, and whether the promised goods
and/or services in each separate and/or combined contraet are to be accounred for a5 one and/or more
performance obligations.

Any promise to transfer goods and/or services thar are identifiable {on their own and in the context of
the contract) is reported as one performance obligation.

The Company recognises revenue for each separare performunce obligation ar the level of individual
contract with customer by analysing the type, timing and terms of each particular contract. For contracts
with similar characteristics, revenues are recognised on a portfolio basis only if their grouping in a
portfolio would not have a materially different effect on the financial statements.

Clients' contracts typically include a single performance obligation.

Measurement

Revenues are measured on the basis of the transaction price specified for each conteact.

In determining the transaction price, the Company takes into account the terms of the contract and its
usual business practices.

The transaction price is the amount of the consideration the Company expeets to be entitled 10 in
exchange for the transfer of the promised poods or services to the customer, except for amounts
collected on behalf of third parties (e.g. value added tax). The consideration promised in the contrace with
the customer may include fixed amounts, variable amounts, or both.

When (or as) & performance obligation is met, the Company recognises as revenue the cost of the
transaction (which excludes estimates of variable consideration containing limitations) that is artriburable
to that performance obligation.

The Company examines whether there ate other promises in the contract that are separate performance
obligations for which part of the transaction price should be allocated.

When determining the transaction price, account is taken of the impact of variable consideration, the
existence of significant components of funding, non-monetary consideration and consideration owed to
the customer (if any).

Performance obligations and recognition approach to main types of revenue under contracts
with customer

Sale of electricity

Electricity supplies are carried our all year-round in a continuous mode of operation. Since the customer
simultaneously receives and consumes the benefits, the Company transfers the control over clectricity
over time and therefore meets the performance obligation and recognises revenues over time.

The sales revenue shall be recognised at every transfer of control over the electricity when it is supplied to
the customer and there are no unmet obligations which could affeet the aceeptance of clectricity on
behalf of the customer. The clectricity is deemed to be delivered to the customer as soon as the schedules
of the Seller and the Buyer are recorded in rhe Schedule Notification System administered by the
Electricity System Operator EAD after the parties have an agreement on the schedules. The schedules are
uploaded every day until 15.30 for the next day, both for liberalized and for regulated market, and for
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exchange. The so-called ner monthly trade measurement of the quantities ar the OSY (Open Swirchyaed)
outlers is carried our, which should correspond 10 the quantities quoted in the schedules.

Electricity sales do not have a financing component, as sales are paid for up to 1 year of deferred
payment.

A receivable is recognised with the delivery of clectricity as this is the moment when the righr o
consideration becomes unconditional and it only requires the expiry of the tme before the payment
becomes due,

Revenue is invoiced under the terms of the conteact.

Satte of heat enerpy

Hear energy supplies are carried out during the hemting season in a continuous mode of operation. Since
the customer simultancously receives and consumes the benefits, the Company transfers the control aver
the heat energy over time and therefore meets the performance obligation and recognises revenue over
time.

Sales revenue is recopnised on each transfer of control over the hear energy when it is delivered to the
buyer and there are no ourstanding obligations that could affect the buyer's hear encrgy acceptance. The
heat energy is considered delivered to the customer at the time of consumption. The delivered quantities
ate reporred by means of a heat meter in the substation where the commercial metering takes place once
amonth.

Heat energy sales do not have a financing component, as sales are paid for up 1o 1 vear of deferred
payment.

A receivable is recognised with the delivery of heat energy as this is the moment when the right o
consideration becomes unconditional and it only requires the expiry of the time before the payment
becomes due.

Revenue is invoiced on a monthly basis according to the terms of the contract concluded.

Revensee front services

Lense payments under operating lease contreacts are recognised as income on the straight-line basis over
the lease term unless the Company’s management decide that another systematic basis is more
representative of the time pattern the use of which has reduced the benefir from the leased asset.

Rerenue from sales of curvent assels

Revenues from sales of current assets are recagnised when the control over the assets sold is transferred.
The delivery is effected when the assets have been paid to the customer, the risks of potential losses have
been transferred to the customer and/or the customer has accepted the assets in aceordance with the sale
contract.

Principal or agent

When a third party patticipates in the provision of goods or services to a customer, the Company shall
determine whether the nature of their promise represents an obligation to perform the provision of the
particular goods or services (a principal), or by arranging for the third party to provide those goods or
services (an agent).

The Company is the principal when it controls the promised goods or service before transferring it to the
customer. However, the Company does not necessarily act #s the principal if it receives the ownership of
an asset only temporarily before the ownership right is transferred to the customer,

The Company is an agent if the Company’s performance obligation is to arrange the delivery of the goods
or services from a third party. When an agent Company fulfils a performance obligation, it tecognises

revenue in the amount of the fee or commission it expects to liave the right to in exchange for arranging
for the goods and services to be provided by another party. The fee or commission of the Company may
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be the net amount of the consideration the Company retains after paying to the other party the
consideration received in exchange for the goods or services to be provided by that parey.

The signs thar the Company s an agent include the following elements:

. a third party bears the primary responsibility for the performance of the contracy

. before or after the goods have been ordered by the customer, upon dispatch or upon rerum of
the poods there is no risk for the Company’s inventories;

. the Company does not have the power ro determine the prices of the other party's goods or
services and therefore the benefit the Company can obtain from these goods and services is
limited;

. the consideration to the Company is in the form of a commission;

. the Company is not exposed to a credit risk for the receivable from the customer in exchange for

the other party's goods or services.
The Company is an agent in the following transactions:
. fee/obligation to socicety component;
. consumables under rental contracts.

Contractual balances
Trade receivables and assets under contracts

Receivable is the right of the Company fo receive consideration at a certain amount, which is
unconditional (i.e., before the payment of the consideration becomes du, it is only necessary for 2 certain
period of time to expire).

The asset under a conteact is the right of the Company to receive consideration in exchange for the goods
or services it has transferred to the customer bur which is not unconditonal (charging a receivable). [F,
through the transfer of the goods and/or the provision of services, the Company fulfils its obligation
hefore the custamer has paid the respective consideration and/or before the payment becomes due, a
asset under a contract is recognised for the eacned consideration (which is conditional). Recognised assets
under conteact are reclassified as a wade receivable when the right to consideration becomes
unconditional.

Liabilities under contracts

As a contractual liability, the Company presents the payments received from the customer and/or an
unconditional right to receive a payment before fulfilling its contractual performance obligations.
Contractual liabilities are recognised as revenue when (or as) the performance obligations are met.

Assets and liabilities arising from a contracr are presented net in the separate statement of financial
position even if they are the result of different conteactual obligations for performance of the contract,

After the initial recognition, trade receivables and assers under contracts are subject to an impairment
review in accordance with the IFRS 9 ‘Financial Instruments’,

B, Other revenues and incomes

Other revenues include operations thar are incidenral to the Company’s core business and are revenues or
incomes that arc recognised under other standards and are outside the scope of IFRS 15.
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Revenue Recognition approach

Net profit from sale of property, ~ Gnins or losses arising from derecognition of assets from property,

plant, and equipment and plant and cquipment or an intangible asset us a resule of a sale shall

intangible assets be included in profir or loss when the asset is derecognised. The
) asset is derecognised ar the time the control over the sold asset is

transfecred.

Revenues from revaluation of Revenue from revaluations is reported as revenue to the amount of

property, plant, and equipment previously charged expenses,

Rental income Lease payments under operating lease contracts are recognised us

income on the steaight-line basis over the lease term unless the
management  decides  that another systematic  basis is more
representative of the time pattern the use of which has reduced the
benefit from the leased asset.

Surplus  assets  and  asset Revenues from surplus assets are recognised when surpluses are

liquidation established,

Revenue from financing Where the grant (financing) is related to an item of expenditure, it is
recognised as revenue for the periods necessary to compare it on 4
systematic basis with the expenditutes ir is intended to compensate.
When the grant (financing) relates to an asser, it is presented as a
liability and is included in the income over the useful life of the
related asser,

Revenue from insurance events The revenue is recognised when the Company’s right to receive
payment is established.
Income from penalties The revenue is recognised when the Company’s right to receive

payment is established.
Revenues from derecognition of The revenue from derecognition is recognised when the liability
linbilities expires or the creditor waives its rights.

C. Financial revenues

Financial revenues are included in the separate profit and loss and other compechensive income statement
when incurred, and include interest income on loans granted and term deposits, income from dividends
from other entities.

Financial revenues are presented separately from the financial expenses on the face of the sepatate profic
and loss and other comprehensive income statement.

Recoguition of inferest inconte

Interest income is calculated by applying the effective interest rate on the gross carrying amount of
financial assets, as per the requirements of IFRS 9 ‘Financial Instruments’, except for financial assets
impaired by credit (Phase 3) for which interest income is calculated by applving the effective inrerest rate
on their amortised cost (gross carrving amount adjusted with the provision for expected credit losses).

The income from dividends is recognised at the time when the right to receive the payment arises.
D. Income from financing

Financing represeot grants provided by the Government (the Government, government agencies and
others governmental bodies, either local, national, or international) thar meet the definition of
Government grants under IAS 20 *Accounting for Government Grants and Disclosure of Government
Assistance’.

Government grants are recognised in the separate staterment of financial position of the Company when
there is reasonable assurance that the Company comply with any conditions attached to the grant and the
grant will be received. Grants that relate to current activities are recognised on a systematic base, over the
periods in which the expenses, which the grants shall compensate, are recognised. Grants, related to the
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acquisition of non-currenr assets, are presented as deferred income and are recognised in the profir or
loss, on a systematic base, over the useful life of the respective asset,

Non-monetary governument grants are recognised ar the fair value of the non-monetary asser, as evaluated
by qualified actuary at the transfer date.

4.6. Assets and liabilities under contracts with clients

The Company recopnises assets and/or liabilities under a contract when one of the contractual partes has
performed its obligations depending on the relation between the activity of the enterprise and the
payment by the client, The Company presents separately each unconditional right to consideration as a
receivable. Receivable is the unconditional right of the enterprise to receive consideration.

Liabiliies under a contracr are recognised in the statement of the financial positions, if « client pays a
consideration or the Company is entitled to consideration which is unconditional before the control over
the goods or service is transferred.

The Company recognises assets under a contract when the performance obligations are met and the
payment is not due on behalf of the client. An asset under a contract is the right of the Company to
receive consideration in exchange for the goods or services it has transferred to the customer.

Subssequently, the Company evaluates an asset under a contract in accordance with IFRS 9 ‘Financial
Instruments’,

4.7. Operating costs

Operating costs are recogaised in profit or loss when the services are consumed or ar the date when the
cost are incurred.

LClectricity costs

In accordance with the “Chdinance on regulating the prices of electric power” issued by the Energy and
Water Regulatory Commission (EWRC), production costs directly artributable ro the generated product
are included in the prime cost of electricity.

Costs, incurred for nuclear fuel, are carried in accordance with the methodology established by the
Company. Electricity costs artributable to nuclear fuel are derived by multiplying the fuel component,
caleulated as per the relevant methodology, by the estimated gross amount of electricity gencrated by the
relevant unir.

Costs for the Decommissioning of Nuclear Facilities (DNF) Fund and Radioactive Waste (RAW) Funed
are calculated in accordance with the relevant decrees and reguluations of the Council of Ministries and are
recognised as other costs.

Cost of generation and transmission of beaf euergy

The district heating direct prime cost is derived from gencration and distribution costs. The district
heating costs include the conditionally fixed and variable {nuclear fuel) costs incurred at Units 5 and 6
multiplied by a reduction factor. The reduction factor refers to the relative share of electricity
underproduction against the gross clectrical energy, penerated by Electricity generation - 2 (EP-2). The
underproduction is calculated on a monthly basis by the Planning and Sales’ Division. The reduced
expenses decrease the clectricity generation costs. These costs are included into the prime cost of
generated heat and the cost derived from the generation of heat intended for the various administrative
units on-site.

Referring to the activity 'District heating generation and distribution”:

- The prime cost of the heat enerpy comprises the conditionally fixed and variable expenses of EP-
&

- All varable and conditionally fised costs of the District Fleating Department are included in the
heat distribution prime cost.

The heat energy for the Kozloduy NPP's own facilities is recognised on an ongoing basis over the year as
cost at the selling price of heat energy to consumers, and it is balanced with the actual cost as at year-end,
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Casts of anxiliary and additional operations
The costs of auxiliary and additional operations are accounted for in separate accounting record groups,
including direcr and indirect costs. The allocation basis of the indirect technological costs is as follows:
«  For maintenance:
*  For off-sitc facilities — labour hour inputs per facilities and orders;
*  For NPP on-site facilities - material inputs per Facilities and orders;
- For road ransport — fuel consumption;

- For the principal activity — electricity generation, as follows:

The social expenses are allocated under the cocfficient method, based on the number of personnel
engaged in the activities ‘Electriciny Generation® and ‘Heat Distribution’,

Administrative costs are accounted for as eurrent costs, The acerued “taxes on expenses’, within the
ineaning of the Corporate Income Tax Act, are also accounted for here.

The local taxes and fees, as per the meaning of the Local Taxes and Fees Act, are included in the separate
P ct,
profit or loss and othet comprehensive income statement under ‘Hired services costs’.

4.8.  Interest and borrowing costs
Interest costs are recognised currently, using the effective interest rate method.

Borrowing costs are mainly comprised of interest on the bank loans, obtained by the Company. All
borrowing costs directly atrriburable to the acquisition, construction, or production of a qualifying asset,
are capitalised over the petiod in which the asser is expected to be completed and ready for use oz sale, by
applying a capiralisation rate to the expenses on that asset. The capitalisation rate is the weighted average
of the borrowing costs, artributable to the loans of the Company, which are unsettled during the period,
excluding loans, obtained exclusively for the purpose of acquiring a qualifying asset.

All other borrowing costs are recognised as an expense, in the period when incurred, in the separate
profit or loss and other comprehensive income statement under 'Finance costs’.

4.9 Profit or loss from discontinued operations

Discontinued operation is a component of the Company that cither has been disposed, or was classified
as ‘held-for-sale’, or as held for distribution to owner, and:

*  Represents cermain principal activity or covers activities in certain geographical area;

¢ Is part of a separate coordinated plan to dispose of a principal activity or activities in certain
geographical ares; or

*  Represents a subsidiary acquired exclusively with the purpose of reselling,

Profit or loss from discontinued operations, as well as components of the previous year's profit or loss
are presented in the statement of profit or loss and other comprehensive income, as one (total) amount.

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 reporting period. In the event that
activities previously presented as discontinued are renewed in the current year, the relevant disclosures for
the previous reporting period are adjusted, too.

4.10. Intangible assets

Separarely acquired intangible assets are measured initially ac acquisition cost, including all paid custom
duties, non-refundable taxes and any directly incurred costs related to the preparation of the asset for its
intended use, whete the capitalised costs are then amortised buased on the straight-line method over the
defined period of the assets' useful life, as the latter is considered finite.

Intangible assets are subsequently measured at their purchase price less all accumulated amortisations and
impairment losses. The impairments conducted are reported as expenses and are recognised in the
separate statement of profir or loss and other comprehensive income for the respective period.
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Inrangible assets with finite useful life are amortised over their useful life and reviewed for impaicment
when there are indications that their value has been impaired. The amortisation period and method for
amortisation of inrangible assets with fnire useful life are reviewed ar least ar each financial reporting
vear-end. Changes in the expected useful life or in the patrern of consumption of the future economic
benefits, embodied in the asset, are accounted for by changing the amortisation period, or the
amortisation method, and are treated as changes in accounting estimates.

Subsequent expenses, incurred in respect of intangible assers after their initial recoguition, are recognised
in the statement profit or loss and other comprehensive income for the period, when such are incurred,
except of the cases where, hecause of these subsequently incurred expenses, the intangible asset can
gencrate more than the initially estimated future economic benefits, and where such expenses ean be
reliably measured, and atteibuted to the asset. If these requirements are met, the incurred expenses are
added to the cost of the asset.

The Management estimates the residual value and useful Lfe of intangible assets as at each reporting date.

Intangible assets are amortised 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 vears

Amortisation costs are included in the statement of profit or loss and other comprehensive income under
'Depreciation costs'.

Gains or losses arising from the derecognition of intangible asscts, representing the difference between
the ner disposal proceeds and the cacrying 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 intra-
company users, are recognised by the expertise commirtee that is appointed by the Company's
Management, depending on the intangible asset's completion stage, if the below conditions are met:
Technical ability to camplete the asset;

Intention to complete the asset;

¢ The asset can be used or sold, and there is 1 market for the asset, or the asset is useful for intra-
company use;

¢ Capucity to measure the costs incurred in the development of the asset.

Research activity
Research costs incurred to acquire new scientific or technical knowledge are recognised in profit or loss
when incurred,

Research and development costs incurred in relation to external orders under signed conrracts with
customers are recognised as asset subject to sale.

Indirect technological production costs are allocated based on labour; together with the direct costs they
make the prime cost of a created asser.

Developurent activity

Development activity includes 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 he
measured reliably, the product or the process is technically and commercially possible, furre economic

benefits are probable and the Company intends and has sufficient resources to complete the
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developmenr, and to use or sell the asser. The capimalised costs include materials, labour, production
overheads, directly atiributable to the asset’s preparation for its intended future use, and capitalised
interest expenses. Other development costs are recognised in the profit or loss, when incurred. The
capitalised development costs are measured ar purchase price, less the accumulated amortisation and
impairment losses.

Costs incurred in the development of intangible assets, that do not meet capitalisation criteria, are
recognised when incurred.

The approved materiality threshold in respect of the intangible assets of the Company amounts to BGN
700.00.

4,11,  Property, plant and equipment

Property, plant, and equipment (PPE) arc initially measured at prime cost, comprised of the purchase
price and all directly attributable costs of bringing the asset to 2 working condition for its intended use.

After initial recognition, revaluation of PPE applies to entire ¢lasses of similar assets, as follows:

No. | PPE Class Subsequent revaluation model
1 Land Revaluation model
2 Improvements on linds and terraing Remensurement model
3 Buildings and structures
e Solid Revaluation model
* Hollow Acquisition cost
4 Machines, plant, and equipment Remenasurement model
5 Computer systems Acquisition cost
6 Transport vehicles
e Cargo vehicles Remeasurement model
o (Cass Acquisition cost
& Special vehicles Remeasurement model
7 Furniture, fixtures, and fittings Acquisition cost
8 Spare parts carried as PPE Remeasurement model
9 Qther PPE Acquisition cost

Property, plant and equipment, subsequently measured under the revaluation model, are earrded at
revalued amount which is their fair value at the date of revaluation less any subsequently accurnulated
depreciations and impairment losses. The conducted revaluations are recognised in the statement of
profit or loss and other comprehensive income, and are accumulated in equity (revaluation reserve), if
there are no already accrued expenses, associated with such. If a revalued asset is sold or dispesed, the
remaining revaluation reserve is transferred to retained earnings.

Revaluation are carried at the following intervals:

¢ When the fair value of the assets changes insignificandy, the assets are revalued once every three years;

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

When applying the revaluation model, the frequency of subsequent revaluaton of PPE depends on
whether the carrying amount of a revalued asset differs marerially from its fair value at the end of the
reporting period.

In this regard, during the annual stack-taking in the end of the reporting period (financial year-end), the
Company reviews PPE to check for any indications that their earrying amount differs marterially from
their fair value,

Any differences of more than 5% in the carrying amount of property, plant and equipment from their fair
value as at the date of preparation of the separate financial statements are regarded as material. Deviations
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of less than 5% are regarded as material roo, when the difference between the carrying value of assers and

their fair value as 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 maodel,
are evaluated at acquisition cost less the accumulated depreciation and any accumulated impairment
losses. The impairments conducted are reported as expenses and are recognised in the separate statement
of profit or loss and other comprehensive income for the respective period.

Subsequent costs related to an item of property, plant and equipment are added to the carrying amount of
the asset when it is probable thar the Company may have economic benefits, exceeding the originally
assessed performance efficiency of the existing asset. All other subsequent costs are recognised as an
expense in the period in which they are incurred.

The residual value and useful life of property, plant, and equipment are estimated by the management as
at cach 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 assers, as follows:

Buildings 25-70 years
Machinery, plant, and equipment 5-53 years
Mobile phones 3-5 years
Lifring equipment 22-55 years
Portable tools 5-19 vears
1&C systems 5-40 years
Cars 9-42 years
Vehicles 5-40 years
Computer equipment 2-28 years
Furniture 3-35 years

Gains or losses arising from sale of property, plant, and equipment are defined as the difference benveen
the sale proceeds and the carrving amount of the asset,

The approved materiality threshold in respecr of the properry, plant and cquipment of the Company
amounts to BGN 700.00,

4.12. Lease (Leased assets)
Accounting policy applicable as of 01 January 2019
The Company as a lessee

For all new contracts signed on ot after 01 January 2019 the Company decides whether the contract is a
lease or contains a lease. Lease is defined as a “a conteact or part of a contract which conveys the right 1o
use an asset {the main asset) over a period of time against payment™. To apply this definition the
Company makes an assessment whether the contract complies with three key assessments they have
given:

* the contract contains an asset which is either explicitly identified in the contract, or implicitly

specified, being identified in the moment when the asser is provided to the Company;

* the Company is entitled to receive in essence all economic benefits from the use of the asset over
the whale period of use, mking into consideration its rights under the scope defined in the
contract;

*  the Company is entitled to direct the use of the asset over the whole period of use. The Company
assesses whether it is entitled to direct “how and ro what end” the asset shall be used over the
whole period of use.
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Assessing and recognising a lease as a lessee

On the start date of the lease the Company recognises a right-of-use asset or a lease obligation in the
balance. The right-of-use asset is evaluated at prime cost which comprises of the original cost of the
liability under the lease, all original direct costs incurred by the Company, an evaluation of all expenses for
dismaniling and disposal of the asset in the end of the lease, and all lease parments, incurred before the
start dare of the lease (excluding any received incentives).

The Company depreciates the right-or-use assets on the straight-line base as of the staet date of the lease
to the end of the useful life of the right-of-use asset, or the end of the lease term, whichever comes
earlier. The Company also performs a review for impairment of the right-of-use asset, when there are
such indicators.

As at the start date the Company evaluates the lease obligation on the current value of the lease payments
that were not paid as at that date, discounted, using the interest rate included in the lease contract. IF this
rate cannot be immediately determined the Company uses the interest rate thar it should pay in order to
botrow for a similar period of time, under similar collateral, the means required to obtain an asser of
similar value in a similar economic environment.

Lease payments included in the evaluation of the lesse obligation comprise fixed payments, variable
payments based on an index or a rate, sums thar are expected 1o be payable pursuant to residual value
guarantee and payments arising from options, reasonably safe 1o be exercised.

After the start date the Company evaluares the liability under the lease increasing the carrying amount o
reflect the lease liability interest, and decreasing the carrying amount to reflect the exccuted lease
payments, and revalues the carrying amount of the liability ro reflect revaluations or modifications to the
lease contract, or to reflect the adjusted lease payments fixed in essence.

The Company is exposed ta potential future increases in the varisble lease parments based on an index ot
an interest rate that are not comprised in the lease liability untll they are effecred. When the adjustments
in the lease payments come into effect, based on an index or interest, the lease obligation is revalued and
adjusted against the right-of-use asset.

When the lease liability is revalued the respective adjustment is reflected in the right-of-use asset or in the
profir and loss, if the right-of-use asset is already reduced to zero.

The Company chose to report the short-term lease contracts and lease contract where the main asset is of
low value, using exemptions from the recognition requirements . Instead of recognising a right-of-use
asset and a lease obligation, the payments related to them are recognised as an expense in the profit or
loss on a straight line over the term of the lease.

The right-of-use assets are included under the property, plant, and equipment in the statement of financial
position, whereas the lease obligations are included under the trade and other payables.

The Company as a lessor
The accounting policy of the Group as regards IFRS 16 has not changed since the comparative period.
As alessor the Company classiftes its lease conteacts as operating or financial lease.

Lease is classified as a financial lease if it transfers in essence all risks and benefits related to the
ownership of the main asset, otherwise it is classified as an operating lease.
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4,13, Impairment tests on investments in subsidiaries, intangible assets, investment
propesties, and property, plant and equipment

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

All assers and cash-generating units are rested for impairment ar least once per year. All other separate
assets, or cash-generating units, are tested for impairment when events, or changes in the circumstances,
indicate thar their carrying amount cannot he recovered.

The amount by which the cirrying amount of an asset or cash-generating unit exceeds its recoverable
amount, which higher than the respective fair value net of all costs of disposal of the asset and its value in
use, is recognised as impairment loss. When determining the value in use, the Compant’s Management
caleulates the expected fure cash flows for each cash-generating unit and determines appropriate
discounting factor in order 1o calculate the presenr value of these eash flows. The data, used in the
impairment testing, are hased on the latest approved budger for the Company, adjusted, when needed, to
eliminate the effect of future reorganisations and significant improvements in the asscts. The discounting
factors are determined for each cash-generating unit, reflecting their risk profile as assessed by the
Company’ Management,

Impairment losses from a cash-generaring unit are recognised as a decrease of the carrying 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 previous period, may no longer exist or may have
decreased. Impairment recognised in a previous period is reversible if the recoverable amount of a cash-
generating unit exceeds its carrying amount,

4.14. Investment properties

Investment properties are assessed initially at cost which comprises the purchase price and any expenses
that are directly relaced to the investment property, e.g, fees for legal services, taxes related o the reansfer
of the property, and other expenses related to the transaction.

An investment property is recognised as such, if ir satisfies the following conditions:
* Tt complics with the definition of an investment property;

s Ttis probable that the Company will obtain economic benefits, associated with the assets lease/rental;
and

¢ Its value can be measured reliably.

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

[Fair value is the price at which the property may be exchanged berween informed and willing parties, in a
fair transaction between them. The fair value reflects the marker conditions as ar the date of preparation
of the financial statements. Investment properties are revalued on an yearly basis and are included in the
statement of financial position at their macket values,

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

Transfers of assets to, ot from, the investment praperty group are only made when there is a change in
their use, evidenced by:

s Commencement of use by the Company - transfers from investment property to property used by the
owner;

¢ Commencement of development with the purpase of selling — transfer from an investmenr property
to inventories;

¢ End of usc by the Company and leasing to third parties - transfer from property used by owner to
investment property;
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¢  Commencement of an operating lease, of an asset presented as inventory, to another party — transfer
from inventories to investment property.

When the use of an investment property changes so that it is reclassified in PPE, its fair value at the
reclassification date becomes its acguisition cost to be used in subsequent measurement.

When property used by the Company becomes an investment property carried at fair value, all differences
berween the carrying amount of the property, in accordance with 1AS 16, and its faix value at the date of
the change in its use, are carried as revaluation, in accordance with [AS 16.

The carrying value of an investment property is derecognised on sale, when entering in a financial lease,
or when no future economic benefits are expected from the property's use.

The Company derecognises its investment properties when selling them or upon their permanent
disposal, in the event no econormic benefits are expected from rheir disposal. Gains or losses arising from
their disposal or their sale are recognised in the statement of profit or loss and other comprehensive
income, and are defined as the difference berween the net proceeds from the asser disposal and s
carrying value,

4.15. Financial instruments

A financial instrument is any contract that generates a financial asset of an entity and a financial liability or
an equity instrument of another entity.

A Ffinancial asset is any asset that represents: cash, an equity instrument of another entity, 2 contractual
right to acquire or exchange under potentally favourable termis cash or finuncial instruments with another
entity, and a contract to be settled with equity instruments of the Company and is a non-derivative, it may
or will obitain a variable number of its equity instruments or a derivative that can or will he settled by
exchanging a fixed amount of cash or other financial assets against a fixed number of own equity
instruments.

A financial liability is any liability that represents: a contractual right to provide or exchange under
porentially unfavourable terms cash or financial instruments with another entity, and a contract to be
settled with equity instruments of the issuer and is a non-derivative, with which the Company may or will
obtain a variable number of its equity instruments or a derivative that can or will be setided in 4 way
different from exchanging a fixed amount of cash or other financial assets against a fixed number of
equity instruments of the Company.

4.15.1. Financial assets
Initial recaguition and ehussification

The Company initially recognises a financial asset at the time it becomes a party to a contractual
arrangement and classifies it according to the business model for managing financial assers and the
characteristics of the contracred cash fows.

The Company classifies its financial assets according to their subsequent valuation in three categories:
‘financial assets measured at amortised cost’, ‘financial assets measured at fair value through other
comprehensive income’, or ‘financial assets at fair value through profit or loss’, as appropriate, under the

contractual terms of the instruments and the established business models in the Company in accordance
with IFRS 9.

The Company’s business model of the financial nssets management refers ta the way in which ir manages
its financixl assets to generate cash flows. The business model determines whether cash flows will result
from the collection of contractual cash flows, the sale of financial assets, or both.

The management of the Company has determined thar the financial assets representing cash in banks,
trade receivables, other receivables, litigations and writs receivables and receivables from related pacties
are held by the Company in order to obtain the agreed cash flows and are expected to generate cash
flows, representing only payments of principal and interest (business model applied). Those financial
assets have been classified and will be subsequently messured under IFRS 9 at amortised cost.
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Initial measurenrent

Initially, all financial assets, excluding trade receivables, are measured at their fair value plus direct
transaction costs if they are not carried ar fair value through profit or loss when initially recognised as ner
of transaction costs. Trade receivables that do not have a significant component of financing and for
which the Company applies the practically feasible mensure under IFRS 15 in this respect are initially
measured at the transaction price in accordance with IFRS 15,

Ry :fb:eqﬂm.r aeastrement and pmmr!afian

For the purposes of subsequent measurement and presentation, financial assets are classified into one of
the following categories: ‘Financial assets mensured at amortised cost’ {debt instruments), “financial assets
measured at fair value through other comprehensive income with reclassification of accumulated profit ot
loss’ (debt instruments), ‘financial assets measured at fair value through other comprehensive income,
without reclassification of accrued gains or losses at derecognition’ (equity instruments), or ‘financial
assets measured at fair value through profit or loss’ (debt and equity instruments).

Financial assets at awertised cost {debt instrinments)

This category includes cash in banks, trade receivables, other receivables, litigations and writs ceceivables
and receivables from related parties and loans granted. This category of financial assets is the most
significant for the Company.

The Company measures and evaluates finaneial assets ar amortised cost if both of the following
conditions are met:

* The financial asset is held within a business model with the purpose of holding financial assets in
order to collect contractual cash flows;

*  The agreed terms of the financial asset result in certain dates of cash flows, which wre only
payments of principal and interest on the owtstanding principal.

Subsequent measurement is carried out using the ‘effective interest’ method through which interest
income is calculated using the effective interest rate applied to the gross carrying amount of the
insrraments. For assets purchased or created with initial credit impatrment and those with a recognised
credit impairment, the effective interest rate corrected for credit losses, respectively, and the effective
inrerest rate, respectively, apply to the amortised cost of the asset.

Financial assets in this category are subject to impairment testing at the date of each financial statement of
the Company, the changes being reflected in profit or loss.

Profits or losses are recognised in profit or loss when the asset is derccognised, changed, or impaired.
Finaucial assels meastred at fair velie through other comprebensive income (equily instraments)

Upon initial recognition, the Company classifies the investments in equity instruments in this category
when they meer the definition of equity in accordance with IAS 32 ‘Financial Instrumenss: Presentation’
and are not held for trading.

Subsequent measurement of this instrument category is carried at fair value and changes are recognised in
other comprehensive income. Fair values are determined on the basis of prices quoted on an active
market, and when there is no such - based on ineasurement techniques, usually an analysis of the
discounted cash flows.

Profits or losses from these financial assets are never reclassified in the profit or loss. The dividends are
recognised in the ‘financial income’ item in the separate statement of profit or loss and other
comprehensive income when the payrment right is established. Equity instruments designated at fair value
in other comprehensive income are not subject to impairment.

Financial assets af fair valve in profit or loss

The Company estimates all other financial assets other than those that are measured at amortised cost ar
at fair value through other comprehensive income at fair value through profit or loss.
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ln case that this eliminares or significantly reduces the discrepancy in the measurement or recognition of a
financial asser that would result from recognition of results and changes based on different bases, the
Company may apply the exemprions in accordance with IFRS 9 and upon initial recognition to
irrevocably designate a financial asset as measured at fair value through profit or loss, including contracts
for delivery of a non-financial item. Such financial assers are presented in the notes to the separate
financial statement separately from the other instruments for which this measurement approach is
mandatory.

Derecagnition

A financial asset {or, where applicable, part of a financial asset or part of a group of similar financial
assets) is derecognised when the contractual rights to the cash flows from the asset have expired, or the
Company has transferred its rights to receive cash flows from the asset, or ir took the obligation to fully
pay up all the cash flows received without significant delay to a third party under a ‘transfer’ agreement.

When a financial asser is derecogpised in jts entirety, the difference between (1) the carrying amount
{measured ar the date of derecognition) and (2) the consideration received (including any new asset
received withour the new assumption of a new lability) shall be recognised in the profit or loss,

When the Company has transferred its rights to receive cash flows from an asset or has entered into a
transfer agreement, ir assesses whether and to whar extenr the risks and benefits of ownership are
presecved. When it aeithee transfers nor substantially retains all the risks and benefits from the asser, nor
transfers control over the asser, the Company continues to recognise the transferred asset to the extent of
its continuing participation. In this case, the Company recognises a related liabiliry. The transferred asset
and the related liability are measured on a basis that reflects the rights and obligations that the Company
has rerained,

Impaicment of financial assets

The Company recognises provisions for expected credit losses for all debt instruments that are not
reported at fair value through profic or loss using the approach presented in the tble befow:

Type of financial asset IFRS 9 eategory Impairment approach
1 Short-term trade receivables Debt instruments measured ac Simplified approach
amortised cost
2 Trade receivables containing Debt instruments teasured ar Standardised approach
financing component amortised cost
3 Shorr-term receivables from Debt instruments measured at Simplified approach
related parties amortised cost
4 Receivables from related parties  Debt instruments measured at Standardised approach
with a financing component amortised cost ‘
5  Proceeds from loans Debre instruments measured at Standardised approach
amortised cost
6 Cash and cash equivalents Debr instruments measured ar Standardised approach
amortised cost
7 Impairment of receivables from Debr instruments measured at Stmplified approach
liigations and writs amortised cost

Expected credit losses are a probability-weighed assessment of credit losses (i.e. the present value of each
shortage of money) over the expected term of the financial instrument. Monetary deficiency is the
difference between the cash flows payable to the Company in accordance with the contract and the cash
flows that the Company expects to receive. As the expected credit losses account for the amount and
timing of pavments, an expected credit loss is recognised even if the Company expects the asset to be
fully paid bur later than the due date.

Impairment and losses on financial instriments are dealt with in three stages, the fiest two being the
expected credir losses for losses that may arise as @ result of 2 non-performance, and the third as eredit
impairment (loss), based on evidence of potential or actual non-performance under the instruments.
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Estimated credit losses for expositions for which there is no signiﬂc‘mr increase in the credit risk relative
to the initial recognition are recognised for credit losses that may arise as a result of non- pcrform'mct.
events over the next 12 months. For credir expositions for which there is a significant increase in the
credit risk after the initial recognition, a loss adjustment for the expected credir losses over the remaining
life of the exposition is required, regardless of the time of non-performance (ECL over the whole life of
the instrument).

For trade receivables and contract assets arising from transactions in the scope of IFRS 15 thar do
not contain a significant component of financing, the Company applies a simplified approach in
aceordanee with IFRS 9 by recognising an allowance for impairment loss for expected credit losses based
on the expecred credir loss for the full term of the receivables ar each repocting date, ‘The Company
applies a matrix that caleulates the expected credit losses on trade receivables, Receivables are classified in
arrears and are grouped by type and client segments with different credir loss models.

For baseline data on trade receivables, the Company uses its accumulated experience of credit losses on
such instruments to measure expected credit losses. The historical data used is for back periods of 3to 5
years, grouped by type and corresponding client segment models, and adjusted by foreeast factors specific
to debtors and the industry concerned.

For cash in banks, the Company recognises impairment for expected credit losses by applying the
Standardized Approach and the credit rating of the financial institutions in which the Company has
deposited its cash is used to determine the loss from non-performance in the model parameters.

At each reporting date, the Company sets the depreciation value for each instrument to the amount equal
to the expected lifetime losses, if the credit risk for that instrument has increased significantly since the
initial recognition.

In case that the credir risk for a financial instrument has not increased significantly since the initial
recopnition at the reporting dare, the impairment for thar financial instrument is equal to the expected 12-
month credit losses.

4.15.2, Financial Habilities
Initial recognition, classification and measurement

The Company recognises a financial liahility in the separate starement of financial position only when it
becomes a party to the contractual terms of the financial instrument,

Upon initial recognition, financial liabilities are classified as: ‘Financial liabilities subsequently measured ar
amortised cost’ (oans and borrowings, trade and other payables) or 'financial liabilities ar fair value
through profit or loss”,

Initial recognition oceurs at the settlement date and Is carried ar fair value plus, in the case of fnancial
liabilities that are not carried ar fair value through the profit or loss, direetly artributable to the acquisition
or issue of the financial Liability. Loan management fees are deferred over the borrowing period using the
effective interest method and are included in the amortised cost of the loans.

The financial liabilities of the Company include loans, trade and other payables, and payables to related
parties,

According to their repayment term, financial liabilities are classified as long-tecm and shott-term.
Subsequent measurement

The subsequent financial liabilities measuremnent depends on their classification as described below:
Financial labilities carvied af foir vafue in the profit or loss

Financial liabilities carried at fair value through profit or loss include financial liabilities held for trading
and financial liabilities designated upon their initial recognirion at fair value through the profit or loss.

Financial liabiliies are classified as held for tading if they have been made with the purpose of re.
purchasing in the foresecable furure.
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Profits or losses from liabilities held for trading are recognised in the sepacare starement of profir or loss
and other comprehensive income.

Financial liabilities designated at tlieir initial recognition ar fair value through profit or loss are determined
at the initial recognition date, only if the criteria in IFRS 9 are met.

The Company has not designared financial liahilities as reported ar fair value in profit or loss.
Fimancial Labilities measured af amorlised vost

The category ‘financial linbilities at amortised cost” includes borrowings, trade payables and other pavables
where the Company has become a party to a contract or an agteement and shall be settled in net cash.
This category has the most significant share for the Company’s financial instruments and for the
Company itself as 2 whole.

Financial liabilities are subsequently measured at amortised cost using the effective interest rate method.
The amortised cost is calculated, taking into account any discount or premium on acquisition, also fees or
cxpenses that are an integral pact of the effective interest rate. Expenses (calculated using the effective
interest method) is included as financial expense in the separare statement of profit or loss and other
comprehensive income in line ‘Financial expenses’.

For financial liabilities cacried ar amordsed cost, a gain or loss is recognised in the profir or loss for the
period when the financial asset or finuncial linbility is derccopnised or impaired also through the
amortisittion process.

On initial recognition, trade payables are recognised ar nominal value and subsequently measured at
amortised cost, net of all payments for debt settlement.

Dividends payable to the sole shareholder are recognised when the dividends are approved by the
General Assembly.

Derccggnition

The Company derecognises a financial liability only when it sentles (fulfils) the obligation, the liability
expires or the creditor waives irs rights,

When an existing financial liabiliry is replaced by another from the same lender under completely different
conditions, or the conditions of the existing obligation are signifieantly changed, such a replacement or a
change shall be treated as disposal of the initial obligation and recognition of a new liability. The
difference in the respective carrying amounts is recognised in the separate statement of profit or loss.

The difference berween the financial liability earrying amount, either sertled or transferred to another
patty, and what was paid for the settlement, including money and transfer of non-monetary assets, is
recognised in profit or losses for the period.

Conmpeasation of financial instruments

Financial assets and financial liabilities are compensared and the ner amount is accounted in the separate
statement of financial position in case there is an acting legal right to compensate recogniséd amounts and
the Company intends to settle on a net basis, to realise the assets and settle the liabilities simulraneously.

4.16. Inventory

Inventories include materials, work-in-progress, and goods, The cost of inventories comprises the direct
costs of purchase or production, the costs of conversion and other direct costs, related to their delivery,
as well as part of the production overheads, determined based on the normal production capacity.
Financial costs are not included in the cost of inventories. At the end of each reporting period,
inventorics are carried either at cost or net realisable value, whichever is lower. The amount of any
impairment of inventory to their net realisable value is recognised as an expense in the period of
impairment.

The net realisable value is the estinated selling price of inventory less the estimated cost of completion of
the production cyele and the estimated cost of sales. When the inventory was already impaired to their net
realisable value and in a subsequent reporting period ir is established that the circumstances, which
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previously caused the inventory to be impaired no longer exist, the new net realisable value of the
inventory is adopted. The amount of the reversal is limited to the carrying mmount of inventory, prior to
the impairment. The reversal of inventory is treated as a decrease in the cost of inventory for the period
in whiel the reversal occurs.

The Company estimates the cost of inventories by using the weighred average merhod.

When inventories are sold, the carrving amount of those inventories is recognised as an expense in the
period in which the respective earning is recognised.

Nouclear Fuel

The fuel loaded into the reactors represents the remaining value (residual life) of nuclear fuel contained in
the reacrors at the reporting date,

Calculations are based on the well-established Methodology for Reporting Supplies, Stock and Cost of
Fresh Nuclear Fuel, at NPP Kozloduy EAD, taking into account the value of fresh nuclear fuel, loaded in
the respective fuc! campaign, and the estimated fuel component, which is determined by dividing the
vahae of the nuclear fuel loaded in the reactor by the estimated electric power, generated in the period, in
KWh. The product of the gross energy, generated by the respective unit for the fuel 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 equiry.

Current tax assets and/or liabilitics are those liabilities to, or receivables from, the tax authorities for the
current or prior reporting periods, which have not been paid as ar the date of the separate financial
statements. The current tax is due on the tuxable income which is different from the profic or loss
disclosed in the financial statements, Current tax calcularions are based on the tax rates and the tax
legislation, in force as of the reporting date.

Deferred tax is caleulated using the equity method for all temporary differences between the cagrving
amount of the assets and of the liabilities, and their tax base. Deferred wx is not provided on the initial
recognition of an asset or linbility, unless the respective transaction does nor affect the mxable profit or
the accounting profit.

Deferred tas assers and deferred tax liabilities are not discounted. They are measured using the tax rares
that are expected ta apply in the reporting period when the deferred rax assets and deferred tax linbilities
are realised, provided that they are in force, or it is certain that they will come into effect in the end of the
reporting period.

Deferred rax liabilities are recognised in full amount,

Deferred tax assets are recognised only when it is probable that they will be utilised through future
taxable income. Refer to Note 4.23.8. for more information on the management's best estimate on the
probability of fumre taxable income against which the deferred tax assets to be utilised.

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

Changes in deferred tax assets and in deferred tax linbilities are recognised as 2 component of the tax
income or expense in profit on loss, unless they are related to items recognised in the other
comprehensive income or directly in equity. In such cases, the respective deferred rax is recognised in the
other comprehensive income or in equiry.

4.18. Cash and cash equivalents

Cash and cash equivalents are comprised of the available cash in hand, cash at hanks, current deposits,
and short-term (up to 12 months) deposits,
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4.19. Non-current assets and liabilities classified as held for distribution to the owner

When the Company has assumed a commiunent to distribute an asset {or a disposal group) to the owner,
the asset or the disposal group is clussified as ‘held for distribution to the owner’ and it is presented
separately in the sepacate statemnent of financial position. For that purpose, the assets must be available
for immediate distribution in their current state and the distribution must be highly probable. For the
distribution to be highly probable, actions to complete it must have been initiated and it should be
expecied that the distdbution will be completed within one year as of the classification date. The actions
that are required to complete the distribution should indicate that it is unlikely to make significant
changes to the distrilution or the distribution be withdrawn.

Liabilities ace classificd as held for distribution to the owner and are presented as such in the separate
statement of financial position only if they are directly relared to the disposal group.

Assets classified as ‘held for distribution to the owner” are measured at the lower of their carrying amount
immediately after their cassification as 'held for distribution to the owner' and their fair value less the
costs telated to their distribution. The assets classified as ‘held for distribution to the owner® are nor
depreciated or amortised after being classified as ‘held for distribution to the owner’.

4,20, Equity, reserves, and dividend payment
The share capital of the Company reflects the nominal value of the issued shares.
In accordance with the Commereial Act, legal reserves are formed from profit distributions.

Revaluation surplus of non-financial assers is formed based on the difference berween the carrving
amount and the fair value of assets arising from property, plant, and equipment, at the revaluation date,
less the respective deferred tax liability.

The defined benefit plans revaluation surplus includes actuarial gains or losses occurring when
determining the amount of liabilities related to old age and contributory service retirement benefits,

The other reserves are formed from profit distributions in accordance with the decisions of the sole
owner and revaluation reserve from previous years,

Retained carnings include the current financial result and accumulated profit as well as uncovered losses
from previous years.

Liabilities to pay dividends to the sole shaceholder are included under ‘Related partics’ payables’ in the
scparate statement of financial position, when dividends are approved for distribution by the sole
shareholder, hefore the end of the reporting period.

All transactions with the Company’s owner are presented separately, in the separate statement of changes
in equity.

4.21, Retirement and short-term employee benefits

The Company reports current liabilities under compensated absences, atising 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 labout, related to those leaves. Short-term obligations
to employees include wages, salaries, and social security contrilnutions,

The Company must provide its personnel with retirernent benefits, caleulated in aceordance with the
defined benefir plans and the defined conttiluwion plans.

Defined contribution plans are retirement plans, under which the Company pays fixed contributions to
independent entities. The Company has no other legal or contractual obligations after the payment of
fixed contributions. The Company pays fixed contributions under government (state) programmes and
retirement contributions for its employees in respect of the defined benefir plans. The Government of the
Republic of Bulgaria is responsible for the provision of pensions under defined benefit contribution
plans. The expenses relating to the Company’s obligation to pay contributions under defined benefit
plans are recognised currently, in profit or loss, in the period in which the respective services are received
by the employee.
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Plans thar do not meer the definition of defined conrribution plans are identified as defined benefit plans.
Defined benefit plans are retirement plans used to determine the amount of money an employee will
receive upon retirement taking into consideration the employee's years of service and based on the last
remuneration received, The legal Labiliies for defined benefits payments remain liabilities of the
Company.

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

In accordance with Art. 222, para. 3 of the LC, after an employee has obtained the right to retirement,
based on his/her years of contributory services and age, the Company is obliged to pay him/her one-off
compensation in the amount of two gross salaries. In the event that the employee has worked for the the
Company for at least 10 {ten) years and has received a notification as per art. 49 of the CLA that he/she
has obrained the right to retitement based on his/her years of contributory service and age under Art. 68
or Art. 69 (1) of the Code of Social Insurance, and terminated his/her employment contraet within two
months from the date of the nodfication of the right to retirement for contriburtory service and age,

acquires on a one-off basis the right to increased amount of the compensation under Arr. 222, para. 3 of
the LC.

In accordance with Art. 48 of the Collective Labour Agreement, when employment relations are
terminated (on the grounds of Art. 325, para. I, item 9 and Acr, 327, para. 1, item 1 of the Labour Code),
the employee or worker who is a party to the CLA is entitled to compensation as per Art. 222, para. 2 of
the Labour Code, amounting to his/her gross labowr remuneration, provided that he/she has at least 5
(five} years length of service and over the last 5 (five) years the employee, or the worker has not received
any compensation on such grounds, and if he/she has not acquired the right to pension for contribusory
service and age under Arr. 68 of the Code of Social Insurance, as follows:

- from 5 to 10 yvears of service at Kozloduy NPP EAD — for 10 months;
- Between 10 and 13 years of service at Kozloduy NPP EAD — for 12 months;
- Between 15 and 20 years of service at Kozloduy NPP EAD — for 14 months;
- Between 20 and 25 years of service ar Kozloduy NPP EAD — for 16 months;
- Between 25 and 30 years of service at Kozloduy NPP EAD — for 18 months;
- Over 30 years of service at Kozloduy NPP EAD — for 20 months.

In accordance wirh Art. 50 of the Collective Labour Agreement, an employee or worker who has worked
for ar least 10 years at Kozloduy NPP, terminated his/her emplovment contract within two months from
the date of notification of the acquired right to retirement for contributory service and age, acquires on
one-off basis the right to increased amount of the compensation under Are. 222, para. 3 of the LC. This
compensation is determined by multiplying the number of years and full months of service at [Cozloduy
INPP EAD under Labour Category 1 by 166, plus the number of vears and foll months of service ar
Kozloduy NPP EAD under Labour Category 2 multiplicd by 1.25, plus the number of vears and full
months of service ar Kozloduy NPP EAD under Labour Category 3. The result is then multiplied by a
coefficient of 1.0.

The retirement defined employee benefir plan is not funded.

The liability, recognised in the separate statement of financial position, relating to defined benefit plans,
represent the present value of the liability to par defined benefits as at the end of the reporting period.

The Company's Management estimates the liability under defined benefits, on an annual basis, with the
help of an independent actuary, using the estimared credit units method. The estimates of such linbilities
are based on standard inflation rates, estimated personnel muenover, and mortality. Furure salary increases
are also taken into account. Discounting factors are determined ar each year-end with consideration made
of the yicld of government securities that are denominated in the currency in which the benefits will be
paid and have maturity approximating the marurity of the relared pension obligations.
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Actuarial gains and losses under defined benefits are recognised in other comprehensive income in the
period of their occurrence,

When employment relations are terminated due to illness, the retiring worker or employee is entitled to
compensation, payable by the Company in accordance with Art. 222, para. 2 of the LC and the CLA, to
the amount of his/her employment remuneration, given that he/she has at least 5 (five) vears of service at
Kozloduy NPP EAD and over the last 5 (five) years prior to retiternent he/she has not received any
compensation on these grounds.

Actuarial gains or losses associated with estimating the obligations under long-term retirement employee
benefits due ro illness are recognised in profit or loss for the perdod.

Interest costs, relating ro reticement (pension) liabilities, are included in the separate statement of profit or
loss and other comprehensive income, under ‘Finance costs’. All other expenses incurred in respeer to
retirement remunerations are included under ‘Employee henefir expenses’.

The cucrent emplovee benefirs, including and the entitled leaves, ave included in cutrent labilities, under
“Frade and other payables’, at the non-discounting amount that the Company expects to pay.

4.22. Provisions, contingent liabilities and contingent assets

Pravisions are recognised when it is probable that the present obligations resulting from a past event, 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
contractual obligations as a resule of past events, for instance — decommissioning of nuclear facilities, legal
disputes, or onerous contracts. Provisions for restructuring are recognised only when a derailed 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
tecognised.

The amount recognised as provision is calculated based on the most reliable estimitte of the expenses
required to sertle a current liability ar the end of the reporting period, raking into account the risks and
uncertainties, associated with the current liability. When a number of such liabilities cxist, the possible
need of outflows 10 settle this liability is determined by accounting for 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, relating to given obligation, for which there is a reasonable certinty
thar will be obtained by the Company, are recognised as a separate asset. This asser may not exceed the
amount of the respective provision.

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

Liabilities are not recognised when an ourflow of economic resources is highly unlikely ro arise as a result
of current obligations. Contingent liabilities should be subsequently measured ar the higher value berween
the comparable provision described above and the initially recognised amount, less the accumulated
amortisation.

Probable inflows of economic benefits which do not currently meet the criteria to recognise assets, are
regarded as contingent assets.

4.23.  Estimates, which are of significant importance in applying the Company’s accounting
policy. Key best estimates and assumptions with high level of uncertainty

4.23.1. Uscful life of depreciable assets

The financial reporting of property, 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 at 31 December 2020, the Management determined the useful life of assets - that being
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the expected petiod of the assers” use by the Company. The carrying amount of propesty, plant, and
equipment is analysed in Note 5, and the carrying amount of intangible assets is analysed in Note 6.

4.23.2. Revenue from contracts with customers

When recognising revenues under contracts with customers, the Management makes various estimares,
best estimates, and assumptions which influence the reported revenues, costs, and contractual assets and
liabilities. The key estimates and assumptions having substantial effecr on the amount and term for
tecognition of revenues from contracts with customers are disclosed in Note 26,

4.23.3. Fair value measurement of financial instruments and non-financial assets

The Company determines the fair value of financial instruments and of non-financial assets, based on the
available matket information, or if such is not available - by appropriate valuation models. The fair value
of financial instruments that are actively teaded on organised financial markets is determined based on the
quoted ‘buying’ prices, as ar the end of the reporting period’s last working day. In the absence of an acrive
market, the management uses reports of independent certified appraisers and employs various techniques
to measure the fair value of financial instruments and non-financial assets. When applying these
measurement techniques, the management uses at masimum the market data and assurnptions which the
patticipants would consider in measuting a financial instrument or non-finaneial asset. In the absence of
applicable marker data, the management uses its best estimate of the assumptions which the market
participants would employ. These valuations may differ from the acrual prices which would be
determined at a fair market transaction between well-informed and willing parties ar the end of the
reporting period.

The Company subsequently accounts for major groups of propetty, plant, and equipment, invesiment
properties at revalued amounts, and financial instruments at fair value through other comprehensive
income using reports of independent external appraisers in determining their fair value. Detailed
information about the revaluation, employed valuation methods, basie assumptions and estimates used in
determining the fair value is disclosed in Note 5, Note 6, and Note 7.

The Management believes thar the fair values of properry, plant and equipment, and investment
propertics, as wel as of financial instruments, inchuding cash and cash equivalents, trade and other
receivables, granted and obtained loans, trade and other payables, and other financial assers, do nor differ
from their carrying amounts, especially if they are of current nature, or if the applicable interest rates
fluctuare according to the marker conditions.

4.23.4. Inventosics
Nielear Fuel

Calculations are based on the approved Methodology for Reporting Supplies, Reloads, and Cost of Fresh
Nuclear Fuel at Kozloduy NPP EAD, taking into account the cost of loaded fresh nuclear fuel during the
respective fuel cycle and estimated fuel component determined by dividing the cost of the nuclear fuel
loaded into the reactor by the estimated electric power generated throughout the period, in KWh. The
product of the gross energy, penerated by the respective unit for the fuel campaign, and the fuel
component represents the costs of nuclear fuel for the respective period.

Measurement

Inventories, of carrying amount as at 31 December 2020 of BGN 56,928 thousand (31 December 2019:
BGN 54,303 thousand), are measured at the lower of the original cost and its net realisable value. To
measure the net realisable value, the management considers the most reliable information at hand as a
the estimation date and uses the reports of independent certified appraisers.

4,23,5, Liabilities for retitement employee henefits

Liabilities for retitement benefits ave determined based on actuarial valuations. Those valuations require
certain assumptions to be made regarding the discounting rate, future increase in salaries, personnel's
turnover, and mortality rates. Due ta the long-term nature of the liahilities for retiremenr benefits, these
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assumptions are subject to substantial uncertainty. As at 31 December 2020, the Company's liabilities for
retirement benefits recopnised in the separate staterment of financial position amounted to BGN 117,721
thousand (31 December 2019: BGN 118979 thousand). Additional information on the Labilities for
reticement benefits is disclosed in Note 21,

4.23.6. Impairment of investments in subsidiaries, intangible assets, investment property and
property, plant and equipment

‘The amount by which the carrying amount of an asset or cash-generating unit exceeds its recoverable
amount, the lacter being higher than the respective fair value net of all costs of disposal of the asset and
its value in use, is recognised as impairment loss. When determining the value in use, the Company's
Management caleulates the expected future cash flows for each cash-generating unit and determines
appropriate discounting factor in order to calculate the present value of these cash flows. In caleulating
the estimated future cash fiows, the Management employs certain assumnptions regarding the future gross
profits. Those assumptions are related to future events and circumstances. The acual results could differ
from these estimates and may require significant adjustments to the Company's assets in the nest
reporting period. In most cases, the appropriate adjustments related to the market risk and risk factors
specific to the separate assets are measured when determining the applicable discounting factor.

The Company did not report impairment losses for non-current assets during the current period (did not
report impaitment losses for non-current assets in 2019).

4.23.7. Impairment of loans and reccivables

Recognition and measurement of expected credit losses from debt instruments measured at
amortised cost

Appracch to impairnent of casl al banks

Cash and cash equivalents are the most liquid financial instruments. They are nat carriers of sertlement
risk, and the liquid risk they carry is limited to the technical capability for # specific disposition of the
latter not to be settled. Cash deposits at banks are, however, catriers of credit risk from contractors
(settlement risk). The risk from contractors represents the probability for the failure of the other party to
a financial transaction to fulfil its contractual obligations. The Company applies the standardised
approach to the calculation of expected credit losses of cash ar banks using, as a model parameter, the
credit rating of the financial instirutions whete the Company has deposited its cash to measure the
settlement loss. As ar 31 December 2020, the Management's best estimate on the expected credit losses of
eash at hanks amounted to BGN 2,112 thousand. (31 December 2019: BGN 1,471 thousand) (Note 15)

Approach to inmspairment of short-ternr trade and other receivables and receivables from related parties

The Company applies a simplified approach to the calculation of expected credir losses for trade
receivables which do not contain a financing component.

For the purpose of determining the expected credit losses, customer modelling is performed at the
industey level. Modelling is the intrinsic representation of the financial risk the customers carry to the
companies within the Company.

The expected credit losses are calculated for every single receivable (invoice, interest list, etc.) binding a
contractor, adjusted on the basis of delinquent days and standard payment cycle on behalf of the
conteactor. The average number of delingquent days per customer is determined based on historical data
far the period of repayment of receivables from customers. The retrospective review covers a period of 3
to 5 years.

For the purpose of calculating the expected credit losses, for financial assets resulting from contracts with
energy sector contractors, the Company has identified additional risk. Thus, trade receivables resulting
from the above contractors are considered receivables of higher risk.
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Additional risk is identified based on historical dara on the collectability of the Company's receivables
from contractors of the above industry, including poor financial position, liquidity prablems, and other
challenpes concerning mostly electricity traders.

The risk factors identified in this mannér are considered indications of a possible increase of the credit
risk. The quantitative effect of increase in eredir tisk for energy sector contractors is determined based on
the establishment of an additional sector, High Risk Energy, where the specific risk component has been
added to be used for dererminarion of the discounting rate which is used to measure impairment. The
assessment of the ratio between the historical data on default, estimated economic conditions, industrial
sector risk assessment and the amount of expected credit losses represents a substantial estimate.
Information about the impairments of the Company's expected credit losses is presented in Note 14, As
ar 31 December 2020, the management’s best estimate of expected credit losses from receivables from
related parties is presented in Note 35.

Approach to impairment of granted loans, trade receivables, and receipables front related parties containing a
Sinancing component

The Company applies an individual approach to impairment of receivables contuining a financing
component and geanted loans, The impaicment model is based on the cash fows negotisted in the
conditions of the relevant financial instrumenr #s well as the assumprions and estimates concerning
expecred cash flows and realisability of the financial asset which has been adopred by the management for
the preparation of the financial statements.

Expected credit losses are a probability-weighed assessment of credit losses {f.e. the present value of each
shortage of money) over the expected term of the financial instrument. Monetary deficiency is the
difference between the cash flows payable to the Company in accordance with the contract and the cash
flows that the Company expects to receive. Because the expecred eredit losses account for the amount
and timing of payments, an expected credit loss is recopnised even if the Company expects the asset to be
fully paid but later than the due date.

Based on the characteristics of the asset and contractor, it is possible for the expected future cash flows
from the asset to differ significantly from the contractual ones. This would resulr in significant levels of
the expected eredir losses from the asset.

As at each year-ead, a review of the expected future cash flows from each specific asset is performed.
Approach 1o impairment of receivables from litigations

In case the Company takes legal actions to collect its receivables, the fatter are to be classified as litigation
receivables. This type of receivables is characterised by total delinquency, ie. refusal or incapacity of the
Customer to settle its obligation. Thus, regardless of any court decisions and initiated executive
procedures, collectability of those receivables and expected funire incoming cash flows, respectively, are
low, while the probability of delinquency has already occurred in respeet of the original asset, ie. cquals
100%.

The expecred credir losses represent the sum of the expected credit losses for each litigation receivable,
based on the historical collectabilite of this asser lass. Fuether information is disclosed in Note 14,

4.23.8. Deferred tax assets

The estimation of the probability of realising deferred taxable income, against which the deferred taxable
assets are to be utilised, is based on the latest approved budgeted estimate, adjusted to reflect the
significant non-taxable 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. If the reliable estimate of taxable income implies the probable use of a deferred tax
asset, especially in cases when the asset can be used without any time restrictions, the deferred tax asser is
recognised in full. Recognition of deferred tax assets that are subject to certain legal or economic
limitations, or uncertainty, is assessed by the Management on a case-by-case basis, taking into
consideration the specific facts and circumstances,
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4,23.9. Provisions
Provision of transport. processing and storage of spent nuclear firel

In accordance with the effecrive Strategy for Management of the Spent Nuclear Fuel and Radioaetive
Waste until 2030, adopted by a decree of the Council of Ministers on 2 September 2015, the Company
has a regularary obligation to transport at least 30 tons of heavy meral per year spent nudear fuel (SNF)
for reprocessing and storage in Russia, in the presence of favourable financial and economie conditions.

In 2018, Frumework Annex 19 to the Contract for the transportation, temporary technological storige
and reprocessing in Russia of 414 WWER-1000 SNF assemblies for the period 2019-2023 was signed
between Kozloduy NPP EAD and FSUE “Production Association Mayak™, Russia, in agreement with
Euratom Supply Agency, Lusembourg. In 2019, in agreement with ESA, Annex 191 to Annex 19 to the
Contract for the transportation, temporary technological storage and reprocessing of 96 WWER- 1000
spent nuclear fuel assemblies for the period 2019-2020 was signed.

Taking into account the lengthy nature of the preparatory activities for SNF transportation, including
organizational and technical measures, prepacation of the required documentation, obtaining of
certificates and permits, a new scheme was established for the mransport of WWER-1000 SNF. The first
transport using the above scheme happened in December 2020. Its cost was covered by the provisioned
in 2018 rargeted funds for SNF management, including the activities related to rransportation,
technological storage and reprocessing of SNF, that were not carried our during the previous years.

In order to perform the obligations under the Steategy for Management of SNF and RAW until 2030 for
transport of at least 50 tons of heavy metal per year SNF and provision of the required funding, in
accordance with the Accounting Policies in effecr at Kozloduy NPP EAD and 1AS 37, ‘Provisions,
Contingent Liabilities and Contingent Assets’, a provision for SNF management amounting to BGN
39,860 thousand was accrued in the current costs for 2020. The calculations are based on the best
estimate of the cost of 1 transport of SNF from WWER-1000 (96 fuel assemblies) required to cover the
current liability as av 31.12,.2020.

As ar the end of the reporting period ending 31 December 2020, the amount of the recognised provision
required to cover the current obligation for SNF management, including for transport of WAWER-1000
SNF, is BGN 79,720 thousand.

Provision for decommissioning of nuclear forcilities

In accordance with the requirements of IAS 37, Trovisions, Contingent Liabilities and Contingent
Assets’, liabilities whose value and occurrence over time are uncertain are recognised as provisions.
Provisions are recognised only if the following conditions are met:

- the entite has 4 present obligation, arising from a past event;

- Ir might be possible that an outflow of economic resources of the Company is required to settle

the liability; and

= A reliable estimate of the value of the obligation e he made.

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

- The Company is subjeet 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 Decommissioning of
Nuclear Facilities Fund (DNFF) adopted by the Council of Ministers. In accordance with the
requirements of these statutory acts, current expenses, relared to contributions due to those funds, paid
into budgerary accounts, are accrued in the separate statement of profit ot loss and other comprehensive
income. In compliance with the matching principle of revenue and expenses, under the Accountancy Act,
the price of clectricity on the regulated market, as defined by the EWRC, is recognised as an expense to
the extent of the contributions, due to the DNFF and the RAWT;

- In connection with the agreements with the European Commission for early closure of Units |
to 4, the State has agreed funding from external sources for the construction of dey spent fuel storage
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facility (DSFSF), and to cover the expenses, incutred for salaries 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 of Unit |
and Unir 2 were wransferred for free from Kozloduy NPP EAD ro SE RAW, Sofia, whose principal
activity is "decomunissioning.” By Decision No. 1038 of the Council of Minisrers dared 19 December
2012, the Kozloduy NPP EAD Units 3 and 4 were declared facilities for radioactive waste management
and their management was transferred 0 SE RAW. On 1 March 2013, the assets belonging to Units 3
and 4, ogether with the respective personnel, were transferred to SE RAW.

According to the regulatory requirements, when the implementation of the decommissioning project
proves to be more expensive than the estimates approved by the Management Board of the
Decommissioning of Nuclear Facilities Fund, the necessary additional costs shall be covered by the entity
which last operated the nuclear facility (in this case, Kozloduy NPP). Since as at the date of approval of
the separate financial statements no estimate of the forecast costs of the project has been made by the
Decommissioning of Nuclear Facilitics Fund, the Company is unable to estimate reliably the liability and
has not recognised a provision for decommissioning of nuelear facilities as at 31 December 2020 and 31
December 2019,

5. Property, plant and equipment

The carrying amounts of the properry, plaat and equipment for the reporting period can be analysed as
follows:
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Carrying amount
Halance at 01/01/2020
Additions

Dispusals
Reclassificarion
Balance at 31/12/2020
Amortisation

Ralanee at 01/01/2020
Depreciation

Disposals
Reclassificadon
Balance at 31/12/2020
Carrying amount

at 31 December 2020

Carrying amount
Balance at 01/01/2019
Additions

Dispusals

Decrease from assets held
for distribution to owners
Revaluation at the
expense of accumulared
depreciation

Balance at 31/12/2019
Amortisation

Balance at 01/01/2019
Depreciation

Dispasals

Deerease from
amortisation of assets
held for distribution to
owners

Revaluation at the
expense of accumulated
depreciation

Balance at 31/12/2019
Carrying amount at 31
December 2019

Land and Machinery, Vehicles Fixtures  Acquisitic  Right-of- Total
huildings plant, and and other ncosts  use asscts
equipment ussets
BGN 000 BGN'000 BGN'000 BGN'000 BGN '000 BGIN '000
465,640 1,987,528 8,720 67,887 172,129 896 2,702,800
1,134 50,297 2,157 326 101,612 - 155,526
s (26,181) (64) (65} (56,867) (83,177)
217 2,799 - - - . 3016
466,991 2014443 10,813 68,148 216,874 896 2,778,165
(12,856) (227,587) (1,892} (52,189) - (103} (294,629)
(10,699 (159,512) {1.007) {4,136} - (224) {175,578)
- 23,251 47 64 - - 23,362
217 2,799) . . - - (3016)
{23,772 {366,647) {2,852 {56,261} - (329 {449.861)
443,219 1,647,796 7,964 11,887 216,874 567 2,328,304
Land und Muchinery, Vehicles Fixtures  Acquisitio Total
buildings plant, and and other n costs
equipment assels
BGN '000 BGN'G00 BGN ‘000 BGN'000 BGN '000 BGN '000
463,803 17,674 7,999 67,091 221,696 . 2,680,263
1,340 85,100 933 930 186,975 296 276,174
QU7 {3,770) (212) (128) (189,001) - (193,328)
(1.069) (8,677) . () (47,541) - (57,293)
217) 2,799) - - - {3.016)
465,640 1,987,528 8,720 7,887 172,129 896 2,702,800
(2,632) (83,961) {1.075) {48,256) - - 135,924)
(10,658) (149,219) {941} (4,065) - (105) {165,G88)
217 34484 124 126 - - 3,951
- 1o . 6 - 16
217 2799 - : - 2,016
(12,856) {227,587 (1,892 (52,189) - {103) {294,629)
452,784 1,759,941 6,828 15,698 172,129 791 2,408,171

Review for revaluation

In accordance with the Company's accounting policies property, plant and equipment are revalued once
every 3 years, or at shorter intervals, Investment property was measured ar fair value as ar 31 December
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2018 in accordance with the requirements of 1AS 16 and IFRS 13. The revaluation is based on
measurement af their fair values by the independent certified appraiser Consortium GTFRP.

In accordance with IFRS 13 ‘Fair Value Measurement’, when measuring the fair value of non-financial
assets, the ability of a certain market participant to generate economic benefits through using the asset
with the purpose of maximising its value or through selling the asser to another marker participant who
will use it that way is considered. Kozloduy NPP EAD assets included in the review for revaluation are
specific, strictly connected to the Company's activity and the alternative use of the majority of them is
impossible or difficult, i.c. another usage by the market participants would highly unlikely lead to
maximising the value of the assets. This is the reason why it has been accepted that their current use in
the activity maximises the value,

The following two main approaches and assessment methods for fair value measurement of the different
categories of property, plant, and equipment have been applied:

. "Marker approach” through the "Camparables dMethod” - for lands and buildings, for which
there is real market and observable data abour prices of recent market transactions for similar propetries,
adjusted by specific factors, such as area, location and current use. Their accepted market price which was
defined through the comparative method is considered to be fair value;

. "Cost approach” through "Depreciated replacement cost method” - for Iniildings and structures
of specialised nature;

. “Cost approach” through "Depreciated replacement cost method” - in order to reach a
conclusion for the fair value of machinery, plant and equipment, an approach based on costs, through the
Method based on the acquisition costs ("depreciated replacement cost™), is considered a permissible and
practicable because of the specialised nature of the greater part of the assets. The Acquisition costs
method measures the asset value by measuring its new value as at the date of the measurement reflecting
the costs for its acquisition less its physical wear and tear, the functional and cconomic depreciation as a
result of its operation. The Method draws an indicative value using the cconomic principle that a buyer
would not pay for a certain asser more than the acquisition costs of an asser with equal useful life, either
by purchase or construction as at the date of the measurement.

The fair value measurement as at 31 December 2018 is based on the observable and unobservable data,
adjusted by specific factors, such as aren, location, and current use. The directly or indirecdy observable
input data used in the measurement ace subject 1o adjustments, As a result, the hypotheses employed are
categorised as hypotheses of Level 3.

Significant non-observable data ace related to adjustments in the specific for the Company's assets facrors.
The degree and direction of such adjustments depends on the number and characteristics of the
observable marker transactions with similar properties that are used for valuation purposes. Despite the
facr that the data are a subjective assessment, the Management believes chat the final valuation would not
be significantly affected by other possible assumptions. The terms and way of use of the Company's
assets were reviewed as ar 31 December 2008 as well

Review for impairment

As at 31 December 2020 and as at 31 December 2019, impairment tests have been prepared showing no
indications of performing such. No indications that the carrying amount of property, plant and
equipment exceeds their recoverable value were found as a result of the conducted review.

Acquisition costs of lang-term tangible assets

As at 31 December 2020 the acquisition costs of long-term tangible assets amount 0 BGN 216,874
thousand and are mainly related to:

- Activities to extend the operational life of Units 5 and 6 in compliance with the Investmenrt Programme
of the Company for 2020,

- Projects to improve the generation efficiency in the Company.

40




Kozloduy NPP EAD
Separate Annual Financial Statements
31 December 2020

As at 31 December 2020 the advance payments for acquisitions of long-rerm assets amount to BGN
14,414 thousand (31 December 201%: BGN 1,156 thousand) which are included in the long-term tangible
assets' acquisition eost.

Collaterals on loans
The Company has not pledged any property, plant and equipment as collaterals of its linbilities.
Other disclosures

For property, plant and equipment at revalued amount, the disclosure of the carrying amount that would
be recognised if the assets were accounted for using the cost model is impracticable because of the
complexity of the assets held and the long periods of time these assets are property of the Company.

6. Intangible assets

The carrying amounts of the intangible assets for the reporting period can be analysed as follows:

Development Patents and Soltware Other Taotal
products licences
BGN '000 BGN'000 BGN'000 BGN '000 BGN '000

Carrying amount
Balance at 01/01/2020 33910 6,138 14810 69,743 144,601
Addirions - 788 290 . 1,078
Disposals - {15) (311) - (326}
Balanee at 31/12/2020 33,910 6,911 14,789 69,743 145,353
Amortisation
Balance at 01/01/2020 (48,925) (4,118) (13,143) (69,743 (135,920}
Depreciation (901) (1.388) (692) . (2.981)
Disposals - 14 31t - 325
Balance ar 31/12/2020 (29.826) (5.492) (15524) __ (69.743) (138,585)
Carrying amount at =
3 D e 2020 4,084 1,419 1,265 . 6,768

Development Patents and Soltware Other Total

products licences
BGN '000 BGN'000 BGN'000 BGN ‘000 BGN '000

Carrying amount
Balance at 01/01/2019 53,224 5,285 14,511 69,743 142,763
Additinns 686 1,163 381 - 2,230
Disposals - (310) {82) - (392)
Balanee at 31/12/2019 53,910 6,138 14,810 69.743 144,601
Amortisation
Balance at 01/01/2019 (47,706 (3,044 {12,538) (69,743) (133,031)
Depreciation (1.219) (1,384 {687) - 3,290)
Disposals - K] )] a2 - 392
Balance at 31.12.2019 {48,975) @.118) (13.143) (69,743 (135,929)
Carrying amaunt at
31 Docbos 2019 4,985 2,020 1,667 - 8,672

The products of research and development activity are the result of scientific research on programmes
and methodologies, ereated models of hired services or authorial teams of Kozloduy NPP EAD.

The Company has conducted an impairment test for the intangible assets as at 31 December 2020. No
indicators that the carrying amount of the assets exceeds their recoverable amount were identified.

The Company has not pledged any intangible assets as collaterals of its liabilities.
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7. Investment property

Investment properties represent real estate - land and building, locared in Sofin. Over the reporting
period, the movement of investment properties is as follows:

31 December 31 December

2020 2019

BGN '000 BGN 'G00

At the beginning of the year 4,120 4,100
Increase from fair value measurement - 73
Decrease from fair value measurement (3) (53)
At the end of the year 4,115 4,120

Fair value measurement

The investment property was measueed at Faie value as at 31 December 2020, The fair value measurement
is based on the observable and unobservable data, adjusted by specific factors, such as ares, location, and
current use. The performed valuation is consistent and recurring due to the application of the fair value
model under 1AS 40 and is performed regulacly as ar the date of cach financial statement with the
assistance of independent certified appraisers. The input data, used in the valuation, are subject to
adjustments, bur they are direetly or indireetly available for observation. Due to this, the hypotheses
employed are categorised as Level 2 hypotheses,

The table below provides a description of the valuation rechniques, used to determine the fair value of
investment properties as at 31 December 2020, and the significant unobservable input data used:

Weight of
Valuation method the . Valuation techniques .Slgmﬁc:mt observable
valuation input data
method
Marker prices of similar Information on concluded
Comparative methed 50% properties in the same and transactions, prices of
nearby locations identical properties
Capitalised rental income Rental rates for the
Income method 50% method, discounted cash respective region, for the
flows respective type of property
Analysis of the property
based on the costs (o
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
to the property

Operating lease as a lessor

The Company has eoncluded a contract to lease real estate - land and building -for 2 10-years period.

The future minimum lease payments under the contract are as follows:

31 December 31 December

2020 2019

BGN '000 BGIN '000

Up o 1 year 285 285
From 1 to 5 years 995 1,141
Over 5 vears 51 190
1,331 1,616
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8. Investments in subsidiaries

The Company has the following investments in subsidiares:

Country of Principal 31 December 2020 31 December 2019
Subsidiary name incorporation  activity
BGN '000 % BGN '000 %
Kozloduy NPP - New Construction
Build EAD Bulparia of power units 21,000 100 14,000 100
Generation
and sale of
Kozloduy HPP EAD Bulgaria electricity 1,082 100 1,082 100
Interpriborservice Maintenance
OOD Bulgaria services ] 63.96 79 63.96
22,161 15,161

Investments in subsidiaries are accounted for in the separate financial statements of the Company at cost.

The Company owns 100%0 of the capital of Kozloduy NPP — New Build EAD, Kozloduy, comprised of
1,680,000 ordinary, registered shares at par value of BGN 12.50 each.

The Company owns 100%e of the capital of Kozloduy HPP EAD, Kozladuy, comprised of 1,082
ordinary, registered shares at par value of BGN 1,000 each.

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

In 2020, Kozloduy FIPP EAD distributed dividends amounting to BGN 882 thousand (2019: BGN 728
thousand), while Interpriberservice QOD distributed dividends amounting to BGN 0 thousand (2019:
BGN 32 thousand).

The Company does not have contingent liabilities or other undertaken commitments related ro
investments in subsidiaries.

9. Long-term trade and other receivables

31 December 31 December
2020 2019

BGN '000 BGN '000

Trade receivables 1,146 3,818
Impairmenr of trade receivables (1) -
Financial assets 1,145 3,818
Long-term trade and ather receivables 1,145 3,818

In 2018, Kozloduy NPP EAD and State Enterprise Radioactive Waste (SERAWY) signed an agreement for
rescheduling a deferred payment of a trade receivable amounting to BGN 5,346 thousand at contracted
annual interest rate of 3%. The deadline for redemption of the receivable under the agreement is 30
December 2030. The receivable is uncovered. As at 31.12.2020, the SE RAW debt under the agreement
amounts to BGN 2,291 thousand.
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10. Equity instruments at fair value through other comprehensive income (OCI)

The Company has 1.12% (50,400 shares) pacticipation in the capital of Insurance Shareholding Company
Energia (ZAD Energin), Softa, incorporated in Bulgaria. The majority shareholder of ZAD Energia is
Allianz Bulgaria Holding AD.

On 1 january 2020, the Company reclassified the investmenr in ZAD Energin in the category Financial
instruments ar fair value through other comprehensive income ((JCI) hecause the Company intends to
keep the investment for a long time by reason of strategic goals.

31 December 2020 31 December 2019

BGN 000 BGN '000

Equity instruments at fair value through other 510 457
comprehensive income ((OCI)

310 457

In 2020, the Company received dividends of BGN 87 thousand from ZAD Energia (2019: BGN 106
thousand). )

Valuation techniques and significant unabservable input data

The table below provides a deseription of the valuation techniques s at 31 December used to determine
the fair value at Level 3 as well as the significant unobservable input dara used:

Investments in shares in the capital  Valuation approaches and Significant unobservable input data
of ather companies and enterprises  techniques
(minority interest)

Level 3 a. Income appruach * estimated annual rate of free cash
flows vaciation
Valuation teehniques * terminal growth
Dividend discount mudel " discount rate

11. Deferred tax assets and liabilities

Deferred taxes artise a5 a result of temporary differences and can be presented as follows:

Deferced tax assets (liabilities) 01.01.2020 Recognised in Recognised in 31.12.2020
other comprehend- profit or loss
sive income
BGIN '000 BGN '000 BGN '000 BGN 000

Non-current assets
Property, plant and equipment - tevaluation (156,360) 7 (156,353)
Properey, plant and equipment - depreciaton {1847 - 6,316 (11,928)
Propenty, plane and equipment - impairment L2153 - 1,215
Investment properties - revaluation (109) - l (108}
Financial instruments ar faie value (22 -5 e
Current assets
Inventories - impairment 1,093 - 30 1,056
Trade and other receivables - impairment 1,593 - (234) 1,359
Cash at banks - impairment 147 - 64 211
Non-current liabilities
Liabilities for reticement employee benefits 11,898 (103) (229) 1,772
Current liabilitics
Provisions 8,165 - (193) 7972
Unused leave by the persoancl 2,323 - (203) 2,120
Accrued bonuses tr the personnel 780 - 639 119

(147,751) (101) 6,560 {141,292)
Deferred tax assets 27,214 37,124
Ieferred tax liabilines (174,965) {168.416)

Recognised as:

Deferred tax linbilities, net (147,751 {141,202)
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Deferred tax for the comparative pertod 2019 can be summarised as follows:

Deferred tax assets (liahilities) 01.01.2019 Recognised in ~ Recognised in 31.12,2019
other profit or loss
comprehensive
income
BGN Y000 BGN 000 BGN '000 BGN 000
Non-current assets
Property, plant and equipment - revaluation {156,360) - - (156,360)
Property, plant and equipment - depreciation (24,160) - 5.686 (18474
Property, plant and cyuipment - impairment 1213 - - 1,215
Investment propetties - tevaluation (107 - 2 (109)
Financial instroments ar far value (23 1 - (22
Current assets
Invenrories - impaisment L1047 . 46 1093
Tradle and vther receivables - impaiement 1,697 (104} 1.593
Cash ar banks - impairment Nn - 56 147
Non-current liabitities
Liabilities for retivement employee benefirs 6,509 2742 2,647 11,808
Current liahilitics
Provisions 4,178 3987 8,165
Unused leave by the persoancl 2,020 - 303 2,323
Acemed bopuses to the personnel 320 - 460 780
(163,573) 2,743 13,079 {147,751)
Dieferred tax assus 17,077 27214
Defereed tax labilities (180,630) (174,965)
Recopnised as:
Deferred tax linbilitics, net (163,573) (147,751)
12. Nuclear Fuel
Other Other
Fuelloaded o, 1o Fresh zel. to
in the reactors NF Nuclear Fuel NF Total
BGN '000 BGN '000 BGIN '000
As at 01 January 2019 73,261 140,701 213,962
Fuel, purchased over the vear - 211,189 45 211,234
Transfers 112,182 (112,182 -
Fuel, spent over the year {121,589 - (121,589
As at 31 December 2019 63,854 239,708 45 303,607
Fuel, purchused over the vear - 246,059 246,059
Transfers 117,077 435 (117,077) (43) -
Fuel, spent over the year {116,222) - (116,222)
NF monitoring devices 45 45
As at 31 December 2020 04,709 45 368,690 -45 433,399

13. Inventory

Inventory recognised in the scparate statement of financial position can be analysed as follows:
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Spare parts
Fuels

Metals
Equipment
Reagents
Other materials
Total materials
Goods

Total Inventories

31 December 31 December
2020 2019
BGN '000 BGN '000
46,518 44,023
3439 3,335

928 9268

528 385

517 869

4,870 4,368
56,800 54,148

128 1535

56,928 54,303

An impairment of the idle inventory was performed as at 31 December 2020 based on the report of an
independent certified appraiser amounting to BGN 241 thousand and impairment from previous periods
amounting to BGN 2 thousand was recovered. An impairment of the idle inventory was pecformed as at
31 December 2019 based on the report of an independent cerdfied appraiser amounting to BGN 574
thousand and impaicment from previous periods amounting to BGN 4 thousand was recovered.

Inventory was not pledged as collateral of liabilities.

14, Trade and other receivables

Trade receivables

Impairment of trade receivables

Receivables from litigations and writs
Impairment of receivables from litigations and claims
Receivables from CCB net from impairment
Impairment of a receivable from the CCB
Other receivables

Impairment of other receivables

Financial assets

Advance payments

Prepayments

Non-financial assets

‘T'rade and other receivables

All receivables are short-term, except for those disclosed in Note 9.

31 December 31 December
2020 2019
BGN '000 BGN '000
29,564 (9,948
(7,026) (9,272)
2,684 2,766
(2,329) (2409
4,024 4,024
{4,02:)) (4,024)
12,339 8,478
(166) {14
35,066 69,370
7,998 529

776 725

8,774 1,254
43,840 70,624

All trade and other receivables as at 31 December 2020 have been reviewed for indication of tmpairment.

The change in impairment of trade and other receivables may be presented as follows:

Balance at 1 January

Balance at 1 Januazy (restated)
Impairment loss

Recovering of impairment loss
Balance at 31 December

An analysis of the age steueture of trade and other receivables is provided in Note 40.2.

2020 2019
BGN '000 BGN '000
15,843 14,724
15,845 14,724

25 1,365

(2,325) (244
13,545 15,845
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15. Cash and cash equivalents

Cash and cash equivalents include the following items:

31 December 31 December
2020 2019
BGN '000 BGN '000

Cash ar banks and cash in hand, denominated in:
- Bulgarian Leva (BGN) 476,851 387,379
- Euro (EUR) 10,359 9,671
- US Dollars (USD) 8 4
Cash and cash equivalents in the separate statement of cash 487,218 397,054

flows .

Effect of IFRS 9 (2.112) (1471
Cash and cash equivalents in the separate statement of 485,106 305,383

financial position

The eash at banks in current accounts bear an interest with floating interest rates, based on the daily
inrerest rates on bank deposits.

The Company has set aside the expected credit losses to the amount of BGN 2,112 thousand in relation
to cash and cash equivalents. The expected credit losses are recognised in consequence of the risk that the
Company faces regarding the financial institutions.

The Company has BGN 81,391,000 in a special account in CB Eurobank Bulgaria AD, open under terms
and conditions approved by the Ministry of Energy. The funds that ate set aside from the available cash
resources of Kozloduy NPP EAD are blocked and not available to affecr any other payments beyvond
their purpose. They ate spent purposefully only to cover SNF management costs, including for activities
related to transportation, technological storage and reprocessing of SNF, that were nor carried our during
the previous years.

16. Assets and liabilities classified as held for distribution to the owners

The radioactive waste reprocessing, storage and disposal are RAW management activities which, pursuant
to SUNEA, shall be performed by SE RAW so as to ensure the protection of the interests of the citizens
of the Republic of Bulgaria as well as the accountability of the Republic of Bulgaria and its competent
authoxities.

By Decision of the Minisuy of Economy and Energy (Minutes No. 6 of 17.10.2011), SE RAW was
appainted as a sole decommissioning operator for Units 1+,

By Decision No. 1038 of 19.12.2012 of the Council of Minisiers of the Republic of Bulgaria for declaring
Kozloduy NPP Units 3 and 4 radioactive waste management facilities and teansferring their management
to SE RAW', all activities related to the decommissioning of Units -4 and nuclear facilities definitively
closed for decommissioning were transferred 1o SE RAW for implementation and management,

As ar 31 December 2020, together with SE RAW, the requited measures were taken to declare the
unfinished construction of ‘Facility for processing and conditioning of solid RAW with a high volume
reduction factor’ a facility for management of RAW; also, declare other assets in the process of
acquisition under launched projects for implementation of nuclear facilitics decommissioning activities -
private stare property; and transfer them to SE RAW for management.

The carrving amount of the assets and liabilities intended for distribution between the owners and
transfer ro SE RAW can be presented as follows:
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31 December 31 December
2020 2019

BGN '000 BGN '000

Assets

Land and buildings 1,069 1,069
Machinery, plant, and equipment 8,600 8,667
Acquisition costs 46,573 47 541
‘Total assets 56,242 57,277
Liabilities

Retentions on construction contracts 2,170 2,170
Financing 43709 43,709
‘Total liabilities 45,879 45,879

As ar 31.12.2020, there are no assets and liabilities which have been distributed to the owners and there
are no cash flows generated. The Company's Management expects thar the assets and liabilities will be
transferred in 2021.

17. Equity
17.1.  Share capital

The registered capital of the Company consists of 24,458,489 fully paid, ordinary, registered shares at par
value of BGN 10 each. All shares are equally eligible to receive dividends and the repayment of capital
and represent one vote at the shareholders' meeting,

The change in the number of issued shares is presented, as follows:

2020 2019

Number of Number of

Number of shares issued and fully paid: shares shares
At the beginning of the year 24,158,489 24,458,489
Issue of shares e
Number of shares issued and fully paid 24,458,489 24,458,489
Tatal number of shares authorised on 31 December 24,458,489 24,458,489

The sole owner of the Company is Bulgarian Energy Holding EAD which is owned by the Ministry of
Energy.

By virtue of a decision of the Board of Directors of BEH EAD dated 23.03.2017, the share capital of the
Company was increased by BGN 8,420 thousand representing the rerained earnings of the Company for
2016, by issuing 841,963 new ordinary, registered shares which represent 3.44 %% of all issued shares. All
shares are equally eligible to receive dividends and the repayment of capital and represent one vote at the
sharcholders” meeting. On 4 September 2017, 24,458,489 shates were registered in the Commercial
Register and the Company's capital was increased to BGN 244,584,800,

17.2.  Legal reserves

Legal reserves are formed by joint stock companies, such as Kozioduy NPP EAD, as a distribution of the
profit according to the provisions of art. 246 of the Commercial Act. They are set aside until their amount
reaches one tenth or bigger portion of the capital. Sources for the formation of the legal reseeves are at
least one tenth portion of the net profit, share premium account, and the funds foreseen in the stamte or
by a decision of the sole owner.
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Legal reserves

BGN'000
Balance at 01 January 2019 24,458
Reserves increase via retained earnings -
Balance at 31 December 2019 24,458
Reserves increase via retained cacnings -
Balance at 31 December 2020 24,458

17.3. Revaluation reserve of non-financial assets

Revaluation reserves are formed by the difference between the carrying value and the fair value of
property, plant and equipment at the revaluation date, in accordance with the report issued by the
independent certifted appraiser, less the respective deferred x liabilities.

Revaluation resecve of non-
financial assets

BGN '000
Balance at 01 January 2019 1,400,874
Transfer to retained earnings upon disposal of assets G734
Balance at 31 December 2019 1,400,140
Transfer to retnined earnings upon disposal of assets (B8G)
Balance at 31 December 2020 1,399,254

17.4.  Other reserves

Other reserves amounting 0 BGN 676,667 thousand (31 December 2019: BGN 676,667 thousand) are
formed as follows:

*  BGN 592,132 rthousand from previous years’ revaluation reserve which mighe be used for
increasing the Company’s capital;

*  BGN 84,335 thousand) are formed as a result of previous years® profit distribution. By decision
of the sole owner, it can be used to pay dividends, to cover fosses, and for other purposes.

17.5.  Declared and paid dividends

By virme of Minures No. 42-2020/16 July 2020 of the Board «of Directors of BEH EAD and according to
Order No. 2 of the Council of Ministers of the Republic of Bulgaria, distribution of the profit for 2019
for a dividend smounting 1o BGN 162,446 thousand was approved. The dividend attributable to one
share is BGN 0.02. (2019: BGN 0.03).

As at the date of preparation of these separate financial statements, Kozloduy NPP EAD does not owe
any dividend to BEH EAD.

18, Borsowings
Loans include the following fnancial liabilities:
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A k7|
Effective interest December December
rate Maturity 2020 2019
BGN '000 BGN '000
Non-current:
Loan obligation to EURIBOR + from 1 January 2021
EURATOA - principal 0.079"% to 0.13% to 10 May 2021 0 10,879
0 10,879
Current:
from 16 January
Loan obligation 1o EURIBOR + 2020 o 31
EURATOM - principal 0.079% to 0.13% December 2020 10,879 22,248
Accrued interest on the
loan to EURATOM 291 585
11,170 22,833
Total borrowings 11,170 33,712

In 2000, Kozloduy NPP EAD signed an agreement with the European Atomic Enerpy Communiry
(EURATOM) for a loan amounting to EUR 212,500 thousand (BGN 415,614 thousand). It was aimed to
finance the modernisation of Kozloduy NPP EAD Units 5 and 6. The loan was acquired in 8 tranches,
each with different interest rate, different repayment schedule, and different maturity. The first tranche is
at a fixed inrerest rare of 3.76%, while the remaining tranches ave at floating interest rates based on a 6-
month EURIBOR plus a mark-up varving from 0.079%% to 0.13% for the different reanches. Each tranche
has a separately contracted repayment schedule, with 10 May 2021 being the latest contracted maturity
date. The loan is irrevoeably and unconditionally secured by the Government of the Republic of Bulgaria
and by NATIONAL ELECTRICITY COMPANY EAD (a related party under common control).

The loan contract contains special clauses with resirictive conditions as regards changes of the ultimare
owners, as well as financial conditions requiring the achievement of certain levels of the gearing ratio and
delst service coverage (see Explanation 40),

The book value of trade and other receivables is accepted as a reasonable estimated amount of their Faic
value.

19. Retentions on construction contracts

The amounts retained under construction contracts as at 31 Decembier are as follows:

2020 2019

BGN '000 BGN '000

Non-current 326 978
Current 3,626 3,210
3,952 4,188

In accordance with the signed contracts for construction of property, plant and equiprent, the Company
retaing o part of the amount of the invoiced construction works as 2 performance guarantee and
guarantee for the timely exceution of the construction and installation wosks by subcontractors, The
retained amounts are interest free. In compliance with the contracted conditions, parr of the rerained
amounts in the form of performance guarantees and guarantces for the timely execution of the
construction and installation works should be paid to suppliers afier obtaining permits to use, while the
remaining amounts should be paid in the contracted time frames.
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As at 31.12.2020, rerained guaranrees o the amount of BGN 2,170 thousand were classified as labilities
held for distribution to owners. (Note 16).

20. Financing
31 December 31 December

2020 2019

BGN '000 BGN '000

On 1 January 111,306 159,051
Received over the year - .
Recognised in profit or loss (3.942) (4.081)
Classified as lizbilities held for distribution ro owners - {43,709)
Recovered - 45
On 31 December 107,364 111,306
Non-current 103,158 106,966
Current 4,206 4,340

The financing 1s obmined under progeammes and funds for construction of property, plant and
equipment with ecological purpose.

On 10 July 2018, a meeting of the Assembly of donors of Kozloduy International Decommissioning
Support Fund (KIDSF) was held with the participation of European Bank for Reconstruction and
Development (EBRD) and representatives of the European Commission. At the meeting, the donors and
the bank posed the question for presenting accurate information on the appropriate use of Extension -
Stage 1a of DSFSF.

Despite Kozloduy NPDP's assurances about the appropriateness of the project and its furure purpose, the
analyses for storage of WWER-410 SNF submitted until that moment were not accepted by the donors
due o various reasons.

In this regard, at the meeting held on 10 July 2018, the Assembly decided that Kozloduy NPP EAD shall
subrnit 2 repayment schedule for recovering the amount of EUR 12,892,000 (BGN 25,214,560.36) which
was intended for the construction of the extension of the DSFSF - Stage 1a.

In pursuance of the decision and in accordance with a meeting held at the ME on 20 November 2018,
Kozloduy NPP EAD proposed to EBRD an option for execution of the decision made at the Assembly
of Donars through repayment of the sum in four equal annual repayment instalments, each amounting to
EUR 3,223,000 payable in the period 2019 - 2022 withour interest accrual. This plan was accepred by
EBRD.

At its meeting with Minures No. 9 of 22.03.2019, based on Decision 9.3.1., the Board of Director of
Kozloduy NPP EAD reviewed and approved the execution of the decision of the Assembly of Donors of
Kozloduy International Decommissioning Support Fund in compliance with the aption accepted by the
EBRD for deferred repayment of the funding in instalments.

In 2020, 2 payment amounting to BGN 6,304 thousand was effected, whereby the Company's debt to
EBRD totalled BGN 12,607 thousand.

21, Liabilities for retirement employee benefits

In aceordance with the Bulgarian labour legislation and the Collective Labour Agreement, the Company is
obliged to pay to the personnel # certain number of gross monthly salasies upon their retirement,
depending on the employees’ years of services in the Company and labour category. The reticement-
defined employee benefit plan is not funded.



Kozloduy NPI? EAD
Separate Annual Financial Statements
31 December 2020

This plan exposes the Company to acruagial risks, such as interest risk, risk of changes in the population’s
life expectancy and inflation risk.
Interest risk

*  The present value of the liabilities under defined benefit plans is calculated ar 2 discount rare
determined on the basis of the marker yield of government securities. The maturity of the
securities corresponds to the estimated time of the liabilities under defined benefit plans and they
are denominared in Bulgarian Leva. A decline in the market profitability of the government
sccurities 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 liabiliries under defined benefit plans.

The changes in the present value of the liabilities for retirement employee benefits are #s follows:

2020 2019

BGN '000 BGN '000
Balance at 1 January 118,979 65,088
Interest costs 762 679
Current [abour experience costs 17,219 8,388
Past labour experience costs - 31,200
Retirement employee benefits paid (18.339) (15,008)
Actarial {gains) / losses, incl. (900) 1,073
Actuarial (gains) / losses from change in the actual experience {1,394 17,834
Actuarial (gains} / lasses from change in the discount rate 377 1,316
Acruarial {gains) / losses from increase in the
salaries growth in long-term perspective - 8,073
Actuarial (gatns) / losses from changes in the demographic
assumptons 17 196
Balance at 31 December 117,721 118,979
Non-current 80,115 84,707
Current 28,606 34,272

in determining the linhilities for retirement employee benefits, the following actuarial assumptions are
employed:

31 December 2020 31 December 2019

Discounting rate 0.5% 0.6%
5% for the first 3 years 5% for the first 3 years

Future increase in remunerations 5%0 per annum after that After that 5% per year

The Company’s management has employed these assumptions with the help of an independent certified
appraiser. These assumptions are employed in determining the amount of defined benefit payables for the
reporting periods and are considered to be the management’s hest estimate.

The toral amount of the Company’s retitement employee benefits recognised in profit or loss can be
presented as follows:
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Retitement employee benefits costs

2020 2019

BGN '000 BGN '000

Current labour experience costs 17,219 8,588

Past [abour experience costs - 31,200

Interest costs 762 679
Actuarial {gains} / losses, related to linbilities upon tetitement due o

illness (retirement employee benefits) 127 1,073

Total expenses recognised in profit or loss 18,108 41,540

The expenses incurred with regards to current and past labour experience, as well as the actuarial fosses
related to liabilities upon reticement due to illness (reticement employee benefits), are included in
‘Employee benefits costs’. Interest costs 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:

2020 2019

BGN '000 BGN '000
Actuarial (gains) / losses from change in the actual experience
assumptions 1476 {17.834)
Actuarial (gains) / losses from change in the financial assumptions (336) -
Acnuarial (gains) / losses from change in the discount rate - {1,316)
Actuarial (gains) / losses from increase in the
salaries growth in long-term perspective - (8,073)
Acruarial (gains) / losses from changes in the demographic
assumptions (112 (196)
Total actuarial (gains) / losses recognised in other
comprehensive income (1,028) (27,419}

Based on past experience, the Company expects to pay BGN 28,606 thousand contributions under
defined benefit plans in 2020.

The weighted average duration of the liability ro pay defined benefits as ar 31 December 2020 is 14.00
years.

The significant actuarial assumptions in determining the liabilities under defined benefit plans relate to the
discounting rate, estimated percentage of increase in salaries, percentage of personnel’s turnover, and
estimated life expectancy.

The table below presents a sensitivity analysis and summarises the effects of changes in these acruarial
assumptions on the liabilities under the defined benefit plans as at 31 December 2020:
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Changes in significant actuarial assumptions

in BGN '000
Discount rate Increase by 1%
Increase / (decrease) in liabilities under defined benefit plans (4,738
Percentage of increase in salaries Increase by 1%
Increase / {decrease) in liabilities under defined benefit plans 4,967
Estimated life expectancy Increase by
1year
Increase / (decrease) in liabilities under defined benefit plans 504
Percentage of personnel’s turnover Increase by 1%
Increase / {decrease) in liabilivies under defined benefit plans (5,135)

Decrease by
1%

5,222
Decrease by
. 1%
{,607)

Decerease by 1
year

(2%

Decrease by
1%
5,590

The sensitivity analysis is based on a change in a single assumption. It may differ from the actual change
in liabilities under defined benefit plans, as changes in the assumptions are often interrelated.

22. Trade and other payables

Trade and other payables reflected in the separate statement of financial position include:

31 December 31 December
2020 2019

BGN 000 BGN '000
Non-citrrent
Oxther labilites 5,780 12,607
Lease 338 574
Financial liabilities 6,118 13,181
Current
Liabilities to suppliers 60,469 47,657
Lease 240 220
Oxther liabilities 13,724 15,962
Financial liabilities 74,433 63,839
Liabilities for remunerations of personnel 36,181 32,234
Liabilities for social seeurity conteibutions 9,414 9,651
Tax liabilitics 26,324 20,269
Liabilities for contributions to the DNF Fund, RAW Fund, and ESS 21,518 17,735
Fund
Linbilities for received advance payments 119 21
Non-financial liabilides 93,556 79,910
Trade and other payables 167,589 143,749

The ner eatrying amount of trade and other reccivables is aceepred as a reasonable estimared amount of

their fair value,

Other liabilities to the amount of BGN 12,607 thousand {current - BGN 6,827 thousand
- BGN 5,780 thousand) are in relation ro the Company’s obligation to repay received

and non-current
financing. As at
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31122019, the other payables amount o BGN 18911 thousand. (current - BGN 6,304 thousand and
nan-current - BGN 12,607 thousand).

22,1, Lease

This note provides information on lease when the Compaay is a lessee.

¢ Amounts rccognised in the statement of financial position

The statement of financial position shows the following sums related to lease:

2020 2019
BGN '000 BGN '000

Right-of-use assets
Transport vehicles 567 791
567 791

Lease liabilities

Current 240 220
Non-current 338 574
578 794

The right-of-use assets acquired over the financial year 2019 were to the amount of BGN 910 thousand.

¢ Amounts recagnised in the Statement of Profit or Loss and Other Comprehensive
Income

The Statement of profit or loss and other comprehensive income shows the following amounts related to
lease:

2020 2019
BGN '000 BGN '000
Deprecintion of right-of-use assets
Transport vehicles (329) {105)
(329) (105)
(24) (14)
The total lease cash flow in 2020 amounted to BGN 240 thousand.
23. Provisions
The carrying amount of the provisions can be presented as follows:
31 December 31 December
2020 2019
BGN '000 BGN '0006
Provision for spent nuclear fuel 79,720 81,652
79,720 81,652

The adjustment of the provisions during the vear is presented below:
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Provision for spent nuclear fuel

BGN '000
Balance at 01 January 2020 81,652
Used (39,856)
Disposals {1,936)
Recognised provision 39,860
Carrying amount at 31 December 2020 79,720

Provision of transport, processing and storage of spent nuclear fuel
Provision of transport, processing aud storuge of spent nwelear fuel

In accordance with the effective Strategy for Management of the Spenr Nuclear Fuel and Radioactive
Waste until 2030, adopted by a decree of the Council of Ministers on 2 September 20135, the Company
has a regulatory obligation to transport at least 30 tons of heavy metal per year spent nudear fuel (SNF)
for reprocessing and storage in Russia, in the presence of favourable financial and econemic conditions.

In 2018, Framework Annex 19 to the Contracr for the transportation, temporary technological storage
and reprocessing in Russia of 414 WWER-1000 SNF assemblies for the period 2019-2023 was signed
hetween Kozloduy NPP EAD and FSUE “Production Association Mayak”, Russia, in agreement with
Euratom Supply Agency, Lusxembourg, In 2019, in agreement with ESA, Annex 19-1 to Annex 19 to the
Contract for the wansporration, temporary technological storage and reprocessing of 96 WAVER-1000
spent nuclear fuel assemblies for the period 2019-2020 was signed. Taking into account the lengthy nature
of the preparatory activities for SNF transportation, including organizational and technical measures,
preparation of the required documentation, obtaining of certificates and permits, a new scheme was
established for the transport of WAWER-1000 SNF. The first transport using the above scheme happened
in December 2020. Its cost was covered by the provisioned in 2018 targeted funds for SNF management,
including the activities related to transportation, technologieal storage and reprocessing of SNF, that were
nat carried out during the previous years.

In order to perform the obligations under the Strategy for Manngement of SNF and RAW until 2030 for
transport of ar least 50 tons of heavy metal per year SNF and provision of the required funding, in
accordance with the Accounting Policies in effect ar ozloduy NPP EAD and IAS 37, ‘Provisions,
Contingent Liabilities and Contingent Assets’, a provision for SNF management amounting to BGN
39,860 thousand was accrued in the current costs for 2020. The calculations are based on the best
estimate of the cost of 1 transport of SNF from WAWER- 1000 (96 fuel assemblies) required to cover the
current liability as at 31.12.2020.

As at the end of the reporting period ending 31 December 2020, the amount of the recognised provision
required to cover the current obligation for SNF management, including for transport of WAVER-1000
SNF, is BGN 79,720 thousand.

24. Revenue from sale of production

2020 2019

BGNN '000 BGN 000

Sales of electricity on the non-regulared marker 1,306 1,230
Sales of electricity on the exchange market 1,093,906 1,186,687
Sales of electricity on the regulated marker 160,379 131,691
Sales of electricity on the balancing market 216 7510
Revenue from sale of electricity 1,255,807 1,312,117
Sales of heat energy 2,161 1,933
Revenue from sale of production 1,257,968 1,314,050
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25, Other revenues and income

Other revenue from contracts with customers, incl,

Revenue from sales of services
Revenue from sales of goods and current assets
Rental income

Otlier revenue/income, incl,
Income from penalties under contracts
Income from insurance events
Income from revaluation of PPE
Income from surplus assets

Income from waste

Orther income

26, Revenue from contracts with customers

26.1. Segment information on the revenue frons contracts with customers

The revenue from contracts with customers per types of segment include:

Revenue from contracts with customers related to sales of electricity
Revenue from contracts with customers related to sales of heat energy
Revenue from contracts with customers related to provision of

services
Revenue from sales of goods and other current assets

26,2, Geagraphic markets

Domestic marker

206.3. Revenne recognition point-in-tine

Products transferred at a certain point-in-time
Products and services transferred in the course of time

2020 2019
BGN 000 BGN '000
2,972 3,403
680 1,232
234 241
3,886 4,876
4,531 2,520
670 756
34 82
472 934
323 477
6,030 4,769
9,916 9,645
2020 2019
BGN ‘000 BGN '000
1,255,807 1,312,117
2,161 1,933
3,206 3,644
680 1,232
1,261,854 1,318,926
2020 2019
BGN '000  BGN '000
1,261,854 1,318,926
1,261,854 1,318,926
2020 2019
BGN '000 BGN '000
680 1,232
1,261,174 1,317,694
1,261,854 1,318,926

57



Kozloduy NPP EAD

Separate Annual Financial Stiements

31 December 2020

The table below presents information about the accounting policy applied by the Company as regards
revenue recognition and time for completion of contractual obligations in respect of contracts with
customers under IFRS 15.

Type af product/
service

Contracts for sales of
clectricity

Revenue  from  hear

energy

Revenue from services

Revenue from sales of
current assets

Contractual obligations nature and
completion time, including essential
payment terns

Electricity supplies are earried our all vear
round in A continuous mode of operation.
Since the customer simulancously receives
and consumes  the benefits, the Company
teansfers the conteol over electricity over time
and  therefore meets the  performance
abligation and recognises revenues over time.
Usually, invoices are payable within 30 days.

[eat enecgy supplies are carrded out during the
heating season in a continuous mode of
operation. Since the customer simultaneously
receives and  consumes  the benefis, the
Company teansfers the control over the hear
encepy over time and therefore meets the
performance obligmton and  recopnises
revente over time,

Usually, invoices ace payable within 30 days.

survice s
are  due

is trmansferred when a
The  receivables

Control
delivered.
immediarely.

The delivery vceurs when the assets have been
paid to the customer, the risks of potential
losses have heen tmnsferred to the customer
and/or the customer has accepted the assets in
accordance with the sale contract. The usual
payment termy is up to 30 days following
delivery.

Recognition of revenue under IFRS
15

The sales revenue shall be recopnised
at every transfer of control over the
electricity when it is supplied ro dw
customer and  there are o unmet
oblipations  which could affect the
acceptance of clecrricity on behalf of
the customer. The clecricity s
deemed 1o be delivered to the
custonmer as soon as the schedules of
the Seller and the Buyer are recorded
in the Schedule Norification System
administered by the Electriciny System
Operator EAD after the parties have
an agreesnent on the scheduoles.
Revenue i invoiced according o the
terms of the contract coneluded.

Sales revenue i recopnised on each
transfer of control over the heat
energy when it is cdulivered w the
buver and there are no outstanding
obligations  that  could  affect  the
buyer's heat energy sceeprance. The
heat eneegy is considered delivered to
the  customer  at  the  thne  of
consumption. The delivered quantities
tre repocted by mvans of a heat meter
in the  substation  where  the
commercial metering rakes place once
a month.

Revenue is invoiced on a2 monthly
basis according w the terms of the
contract eoncluded.

The Company transfers the control
over the services over time and
therefore meets  the  performance
obligation and recognises revenue over
time, If the service is not completed
fully untl the end of the reporting
period, the revenue is recognised
based on the actual service delivered
until the end of the repurting period as
a proportional  part of the ol
serviees ro be delivered.

Revenue from sales of current assets is
recopmised when the control over the
assets sold is teansferced.
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26.-4. Balanses under contracts with custorers

Trade teceivables
Related pardes trade receivables

31 December 31 December
2020 2019

BGN 000 BGN 000
29,564 69,948

32,868 53,923

62,432 123,871

Trade receivables are not interest-bearing and the usual eredit reem is up to 30 days.

The carrying amount of the reade receivables which are interest-hearing and have a credit term over a year

is BGN 1,145 thousand (as at 31.12 2019 - BGN 3,818 thousand).

27, Cost of materials

Nuclear fuel, lubricants and fucls
Spare parts and tools

Materials for current maintenance
Working and special clothing
Rengents for production
Purchased electricity

Specialised lirerarure and statonery
Construction materials and metals
Advertising materials

28. Hired services costs

Repair and maintenance services

Insurance of property and nuclear damage

Armed security and fire protection

Fees for permits by regulatory bodies

Taxes and fees

Transmission grid access fec

Consulting services

Transpott costs

Services for provision of proteciive food when ordered
Sanitation and landseaping

Water-supply and sewerage services

Water usage fee

Researches, measurements and monitoring
Training and qualification

Information, postal and relccommunication services
Medical services

Rents

Others

2020 2019
BGN '000 BGN '000
118,449 113,517

6,900 14,777
2,436 2,481
1,640 1,553
1,342 912
451 560
234 190
266 92

65 80
131,783 134,162
2020 2019
BGN '000 BGN '000
58,627 54,976
14,668 16,249
19,657 17,535
6,266 5,027
5,114 5,247
34,593 16,919
5,676 4,866
2,688 3,200
2496 2,496
1,631 1,674
575 853
1,436 1,341
750 631
283 536
405 425
274 274

49 60
2,170 2,154
157,358 134,489
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29. Employee benefits expenses

Salaries and wages

Social security costs

Social expenses, in cash

Food expenses, in accordance with Regulation No. 11
Other living and social expenses

Compensations as per the Labour Cocde

Retirement benefit costs

30. Provisions costs

Provision for spent nuclear fuel
Provisions for other payables

31. Impairment costs/recovered impairment on financial assets (net)

Impairment of receivables from customers

Recovered impairment of receivables from related parties
Recovered impairment of other receivables

Impairment of receivables from litigations and writs
Impairment of cash at banks

32, Other expenses

Annual instalment pagnient to the Decommissioning of Nuclear
Faciliries Fund

Annual instalment payment o the Radioactive Waste Fund
Annual instalmenr payment to the ESS Fund

Reimbursed financing

Donations and sponsorship

Membership fees

Business trips

Social costs

Shrinkage and waste

Impuirment of inventory

Reintegrated impairment of inventory

Entertainment costs

Penalies and charges under contracts

Penalties and charges under legal acts

Other expenses

2020 2019
BGN '000 BGN '000
154,933 150,381
39,023 39,551
24,865 23,418
16,659 16,696
3,141 2,981
1,825 1,494
240,446 234,521
17,346 40,862
257,792 275,383
2020 2019
BGN '000 BGN '000
39,860 40,828
(1,936) (947)
37,924 39,881
2019
BGN '000 BGN ‘000
(2.245) 1,316
(35) (2,155)
25 (244)
(80) 49
642 557
{1,693) 477
2020 2019
BGN 000 BGN '000
94,186 98,409
37,674 39,363
62,790 65,606
- 38
5018 2461
852 861
186 795
714 579
3,170 336
241 574
) )
180 297
154 7
. 2
254 730
205,417 210,138
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33, Financial income and financial costs

2020 2019

BGN '000 BGN '000
Interest costs on loans, including leases 792 1,312
Total interest expenses under financial instruments that ase
not carried at fair value in profit or loss 792 1,312
Interest expenses on liabilities for retirement employee benefits 762 678
Fees and commissions expense 20 27
Negative exchange rate differences 13 100
Financial costs 1,587 2,117

The financial income for the presented reporting periods can be analysed as follows:

2020 2019

BGN 000 BGN '008
Interest income on loans granted 227 283
Interest income on agreements 894 2,637
Interest income on hank accounts 7 136
Total interest income on financial assets that are not
carried at fair value in profit or loss 1,193 3,056
Income from dividends 069 866
Positive exchange rare differences 8 84
Financial income 2,170 4,006

34, Income tax expense

The estimated income tax expense based on the applicable tax rate for Bulgaria amounting to 10% (2019
10%) and the actual tax expense recognised in profit or loss can be reconciled as follows:

2020 2019
BGN '000 BGN '000
Aecounting profit from continuing operations 306,377 360,906
Accounting profit from discontinued operations - -
Accounting profit before rax 306,377 360,906
Tax rate 10% 10%
Estimated income tax expense {30,638) (36,090)
Tax effecr oft
Increase of the financial result for tax purposes {26,294) (27,451)
Decrease of the financial resulr for tax purposes 19,805 14,447
Current income tax expense (37,127) {49,094)
Deferred tax income/(expenses) as a result of:
Arising and reversal of terporary tax differences 6560 13,080
Income tax expense (30,567) (36,014)
Deferred tax income recognised in other comprehensive income (101} 2,743

Note 11 provides information on the deferred tax assets and deferred tax liabilities.

35. Related party disclosures

The Company discloses the following related parties:
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Controlling sole owner of the Company (Parent Company)
Bulparian Energy Holding EAD (BEH)

Sole owner of the Parent Company
The Republic of Bulgaria thraugh the Minister of Energy

Subsidiaries

Kozloduy NPP - New Build EAD
Kozloduy HPP EAD
Interpriborservice (JOD

Entities under common control with the Company (entities within the Group)

Natsionalna Elektricheska Kompania EAD, “TPP Maritsa East 2 EAD, Mini Maritsa - lziok EAD,
Bulgargaz EAD, Bulgartel EAD, Bulgartansgas EAD, Electricity System Operator EAD, TPP Maritsa
East 2 (9 and 10) EAD, PFC Beroe - Stara Zagora EAD, Bulgartel Skopje DOOEL, Gauging and
Information Technologies Energy Operator EAD (in liquidation), Energy Investment Company EAD
{until 26.04.2018), Independent Bulgarian Energy Exchange EAD (until 15.02.2018).

Associated companies for BEH group
ContourGlobal Maritsa East 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, Transbatkan Electric Power Trading 8.4, - NECO S.A.

Others - Independent Bulgarian Energy Exchange EAD since 16.02.2018 and all enterprises connected
with the Sate.

Key management personnel of the Company as at 31 December 2020:

Jacklen Yosif Colen - Chair of the Board of Directors

Ivan Todorov Yonchev - Member of the BoD

Nasko Asenov Mihov - Member of the Board of Directors and Chief Executive {)fficer

Key management personnel of the Patent Company ag at 31 December 2020:
Andon Andonov - Chair of the Board of Directors

Zhivko Dinchev - Member of the Board of Directors

Jacklen Cohen - Member of the Board of Directors and Chicef Executive Officer

Unless otherwise stated, transactions with related parties are not performed under any special teems and
conditions and no guarantees arc given ot received.
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35,1, Related party transactions and related party payables as at year-end

Suleste  Purchases Gross  Impairment Amounts  Amounts
related from  amounts of the due from due to
partics related  due from amounts related related

including pastics related duc from  parties, net purtics
dividends  including partics related of
dividends parties  impairment
BGN'000 BGN '000 BGN  poNtot0 BGN ‘000 BGN
000 000
Sole owner:
BEF EADR 2020 142 162,760 2 - 29 34
BETEAD 2019 144 230,439 29 - 29 19
Swubsidiaries:
Interpriborservice
QOR 2020 39 6,762 43 (3 42 724
Inteepriborservice
(0141H) 2019 72 6,451 38 - 38 640
Kozloduy TTPP A 2020 L116 - - - . -
Rozloduy HIPP AR 2019 T3 - - - - .
Kaozloduy NPDP -
New Build EAL 2020 14 - . - - 2
Kozloduy NPDP -
New Build EAD 2019 1+ . i . | 2
Qther refated parties
{render common eontrol)
NEK EAD 2020 162,081 1,975 31818 {44 31,774
NEK EAD 2019 132,808 52 52,367 (82) 52,285
LSO EAD 2020 369 34,749 354 354 4,047
LSO EAD 2019 9,980 24,890 818 818 4,763
Other relnted pariies
ZAD Energia 2020 757 13,641 669 - 669 -
ZAD Enerpin 2019 753 15,370 733 - 753 -
2020 164,518 219,887 32,915 {47) 32,868 4,807
2019 (83) 53,024 5,458

Sales to and purchases from related parties are performed at contracted price rates. No guarantees are
provided or received in respect of the receivables from and liabilities to related parties.

Kozloduy NPP EAD has signed two agreements with NEK EAD for scheduled payment of arrears for
clectricity sold. The first agreement is of 28.02.2017 for the amouni of BGN 47497 thousand and the
associated interest ro the amount of BGN 2,229 thousand, at contracted annual interest of 3%. The
deadline for repayment of the debt is 31.01.2020. The second agreement is for the amount of BGN
67,895 thousand and the associated interest to the amount of BGN 2,262 thousand, #t 2 conteacted
annual rate of 3.87%%. The deadline for repavment of the debt under this agreement is 29 February 2020.
As ar 31 December 2020, NEK EAD has repaid its delit to Kozloduy NPP EAD.
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35.2. Loans granted to related parties

31 December 31 December

2020 2019
BGN '000 BGN '000

Non-current:
Principal 5,990 7,767
Dinpairuent (1} (522)
5,989 8,289

Current:

Principal 2,300 2,267
Interest 98 124
Inspairnmient - )
2,398 2,374
Total loans granted 8,387 10,663

The loan is provided to the subsidiary Kozloduy HPP 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 the
deadline for irs repayment is until 2020, An annual interest rate equalling the BIR as ar the date of
payment of the due instalment plus 0.30% margin was negotiated. Pursuant to Minutes No. 1-2015 of 12
January 2015, BEH EAD approved signing of Annex 4 to the Contract for Credit Line No. 880080 of 7
Qctober 2008 concluded between Kozloduy NPP EAD as a creditor and Kozloduy HPP EAD as a
debtor. As a result, the Annex was signed on 20 January 2015, and came into force as of 14 July 2014; the
loan maturity date is 15 January 2024. The repavment of the loan began on 15 July 2013. The loan shall be
repaid in 22 instalments, the first 2 instalments amounting to BGN 150 thousand (15 July 2013) and
BGN 1,300 thousand (15 January 2014) respectively. A repayment 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 2020, Kozloduy HPP EAD repaid BGN
2,250 thousand and the credit balance as at 31 December 2020 amounted to BGN 8,290 thousand. The
loan is secured by a promissory note. The interests accrued in 2020 amounted to BGN 227 thousand
(2019: BGN 308 thousand). The receivables from related parties were reviewed for indications of
impairment. The movement of the corrective account for impairment of trade and other receivables is as
follows:

35.3. Movement of the impairment of receivables from related parties

2020 2019

BGN '000 BGN '000

Balance at 1 January 83 2,238
Adjustments from the initial application of IFRS 9 . -
Balance at 1 January {restated) 83 2,238
Impairment loss {36) -
Reversed impairment loss - (2,155)
Balance at 31 December 47 83

354, Transactions with key management personnel

The Company’s key management include the members of the Board of Directors. The employee benefits
of key management personnel cover the following expenses:
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2020 2019

Short-term employee benefits: BGN '000 BGN '000
Salaries, including bonuses 326 344
Social security costs 26 30
Social costs 33 32
Compensations - {6)
Tantiémes - 37
Total benefits 385 437

36. Adjustment of liabilitics resulting from financial activity

The changes in the Company's liabilities resulting from financing activity could be classified, as follows:

Long-term Short-term  Finaacial lease Total
berrowings borrowings liabilities
BGN '000 BGN '000 BGN'000 BGN '000
1 Januarcy 2020 10,879 22,833 794 34,506
Cash flows:
Payments - 22,833) (240) (23,073)
Noun-cash changes:
Fair value . - 24 24
Re-classification (10,879) 10,879 - -
Acerued interest 201 - 201
31 December 2020 0 11,170 578 11,748
Long-term Short-tertn Financial lease Total
borrowings bosrowings liabilities
BGN '000 BGN '000 BGN '000 BGN '000
1 January 2019 33,127 33,890 - 67,017
Cash flows:
Payments ] - (34,386) (116) {34,502)
Non-cash changes:
Fait value - - 910 010
Re-classification (22,248) 22,248 - -
Accrued interest - 1,081 - 1,081
31 December 2019 10,879 22,833 794 34,506

37. Cashless transactions

In 2020, the Company did not engage in any investment and financial transactions where no cash or cash
equivalents were used.

38. Commitments and contingent liabilities

Capital commitments

As at 31 December 2020, the Company has capital commitments amounting to BGN 24,288 thousand
(31 December 2019: BGN 70,422 thousand) associated with commitments to acquire property, plant and
equipment.

As at 31 December 2020, the amount of contractual commitments related to the acquisition of nuclear
fuel is BGN 246,059 thousand. (31 December 2019: BGN 211,234 thousand).
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Legal claims

Legal claims for the amount of BGN 50,736 thousand were filed against the Company (31 December
2019: BGN 230 thousand). None of the above claims is set out in derails herewith, so as not to have a
serious impact on the Company's positon in dispute resolution.

Guarantees
Bank puaranrees and cash collaterals to the amount of BGN 16,254 were opened for the benefit of the
Company as ar 31 December 2020 (31 December 2019: BGN 95,977 thousand).

As at 31 December 2020, the Company had provided the following guaraniees and collaterals:

— Guarantee collateral under a contract for organised exchange market (monetary guarantee) -
BGN 3,200 thousand.

— Guarantee collateral on the provision of a financial limir when inidating a CMBC bid for
electricity (monetary puarantee) - BGN 350 thousand;

—  Guarantee collateral on the provision of a financial limit for participation on IBEX CMBC,
segment amounting ro BGN 1,498 thousand;

—  Guarantee for concluding eleciricity trade rransactions {monetary guarantee) - BGN 75 thousand.

—~  Guaraotee collateral for participation on the electricity exchange market (monetary guaraniee) -
BGN 50 thousand;

—  Guarantee obligations ro society, for trading in electricity (monerary guarantee) - BGN 566
thousand;

—  Guarantee collateral under a balancing contract (monetary guarantee) - BGN 326 thousand;

— Guarantee collateral under contracr for access and transmission of electricity (monetary
guarantee) - BGN 7 thousand;

—  Guarantee collateral on securing financial limir to cover transactions - BGN 5,500 thousand.

—  Guarantee collateral on procuring electric devices for the collection of road user charges for
vehicles of over 3.5t = 6 thousand.

—  Guarantee collateral for a satellite phone — 2 thousand.

—  Guarantee collateral under a framework contract for provision of electricity — BGN 11 thousand.

Insurance policies

The Safe Use of Nuclear Energy Act specifies 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 requited to
maintain an insurance or other financial security for nuclear damage for the period of operation of the
nuclear facility. The Company has an insurance policy covering the limits stipulated by the law. The
Insurance Contract with the Bulgarian National Insurance Pool was concluded on 27 july 2017. It covers
a one-year period, from 1 August 2017 o 1 August 2018. The insurance amount is BGN 794 thousand,
of which BGN 779 thousand insurance premium and BGN 15 thousand tax on premium. As ac 31 July
2018, a new one-year contract was concluded for the period from 1 August 2018 to 1 August 2019, The
insurance amount is BGN 794 thousand, of which BGN 779 thousand insurance premium and BGN 15
thousand rax on premium. As at 1 August 2019, a new one-vear contract was concluded for the period
from 1 August 2019 to 1 Augusr 2020, The insurance amount is BGN 806 thousand, of which BGN 791
thousand insurance premium and BGN 15 thousand tax on premium. As at 1 Augusr 2020, 2 new vne-
year contract was concluded for the perfod from 1 August 2020 to 31 July 2021. The insurance amount is
BGN 822 thousand, of which BGN 806 thousand insurance premium and BGN 16 thousand tax on
premium. The Company has a property insurance policy against industrial fire covering the period from 1
January 2016 to 31 December 2020. For the period from | January 2020 to 31 December 2020, the
insurance  sum  amounts to  BGN 13,640 thousand (EUR 6,974  thousand).
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Others

The tax administration bodies may at any time revise the Company within 5 years after the end of the

financial year and may impose additional rax liabilities and fines.

39. Categories of financial assets and financial liabilities

The carrying amounts of the Company’s financial assets and financial liabilities can be presented in the
rying ) p

following categories:

Financial assets

Finaneial instruments at fair value through other
comprehensive income (OCI)

Debt instruments measured at amortised cost -
curcent and non-current
Trade and other receivables
Loans granted to related parties
Related parties receivables
Cash and cash equivalents
Total financial assets

Financial liabilities

Financial liabilities carried at amortised cost —
cusrent and non-current

Borrowings
Retentions on construction contraces
Trade and other payables
Related parties payables
‘Total financial liabilitics

WNote 31 December 31 December
2020 2019
BGN '000 BGN 000
10 510 457
9,14 36,211 73,188
35.2 8,387 10,663
351 32,868 53,924
15 483,106 395,583
563,082 533,815
Note 31 31 December
December 2019
2020
BGIN '000 BGN '000
18 11,170 33,712
19 3,952 4,188
22 80,551 77814
35.1 4,807 5424
100,480 121,138

Refer to Note 4.1 for information on the accounting policy for each category of financial instruments.
The Company's policy and objectives for management of the risk associated with the financial

instruments are described in Note 40.

40. Risks rclated to financial instruments

Management objeetives and policies in respect of risk management

The Company is exposed to various risks associated with its financial instruments. The mosr significane
financial risks the Company is exposed to are the marker risk, credir risk and Hquidiry risk.

The Company's tisk management s a responsibility of the Compuny’s Central Administration with the
assistance of the Board of Directors. Ensuring short-term and mid-term cash flows while reducing
financial market expositions is 1 management priority. Long-rerm financial investments are managed in o

muanner enstiring their long-teem reruen.

The most significant financial risks that the Company is exposed to are described below.
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40.1.  Marker risk analysis

By using financial instruments, the Company is exposed to market risk and mote specifically to the risk of
changes in the foreign currency exchange rates, interest risk, as well as the risk of changes in specifie
prices, which results from the Company’s operating and investment activities.

40.1.1.  Curtency tisk

The Company carries out purchases, sales, lending and borrowing amounts denominated in foreign
currency — Euro, US Dollars, and British Pounds. Most of those operations are denominared in Euro.
Since the BGN to EUR exchange rare is fixed ar 1.93583, the currency risk related to the Company’s
Euro exposure is minimal.

40.1.2. Interest risk

The Company’s policy is focused on managing and decreasing the existing interest risk for long-term
investments.

As ar 31 December 2020, the Company’s cash flows are exposed to interest risk arising from changes in
the market interest rates of the three tranches stll to be repaid, denominated in Euro, under the Loan
Agreement with EURATOM of 29.05.2000, at contracted floating interest rate equal to six-month
EURIBOR + margins in the range berween 0.079% 1o 0.13%%,

The Company provided to Kozloduy HPP EAD a loan at a floating interest rate based on the BIR plus 2
margin of 2.5%.

All other financial assers and financial liabiliries of the Company are with fixed interest cares.

The tables below show the sensitivity of the annual net financial result after taxation as well as of the
equiry to possible changes in the interest rates of loans with floating interest rates based on the Bulgarian
BIR, amounting to +/- 0.01% (for 2019: +/- 0.01°% ) and of loans with floating interest rates based on
the EURIBOR, amounting to +/- 0.1% (for 2019: +/- 0.1%) Those changes are considered possible on
the basis of observations of the established varintions in the BIR and EURIBOR in 2019 and 2020. The
ealeulations are based on the change of the average marker interest rate as well as on the financial
instruments used by the Company as at the end of the reporting period which are sensitive to interest rate
variations. All other parameters are considered fixed.

The calculations are in compliance with the contract clavses of the Euratom Agreement whereby in case
of unfavourable marker conditions the Lender determines an interest rate which must include
administration fee for each tranche amounting to 0.08 percentage points, i.t. this is the minimum annual
interest rare under which its value may nor vary. With a view to the current restricting conditions, the
impact of the decreased interest costs on the financial result is estimated at BGN 0.

Regarding the given financial assets denominated in BGN, the effect of decreased interest income on the
fintneial result is estimated at BGN 0, in relation to the applicable BNB regulations which do not allow
for base interest rates lower than 0.00%% annually, as established during the year.

The ctfect of the Company’s loans floating interest rates drop or rise is represented as profit or loss

respectively and ir has a similar effecr on the equity based on the profit/loss component for the current
year.
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31 December 2020 Net financial result Equity
BGN '000 BGN '000
Interest rate Interest rate Interest rate Interest rate
rise drop rise drop
Loans granted in BGN
{BIR +/- 0.01%0) 1 0 1 0
Borrowings in Euro
(EURIBOR +/- 0.1%0) )] 4 Q)] 0
31 December 2019 Net financial result Equity
BGN 000 BGN '000
Interest rate Interest rate Interest rate  Interest rate
rise drop rise drop
Loans granted in BGN
(BIR +/-0.01%%) 1 0 1 0
Borrowings in Euro
(EURIBOR +/- 0.1%0) (27 0 (27 0

40.2.  Credit risk analysis

The credit risk refers to the possibility that a particular counterparty does not make the expected payment
to the Company. The Company is exposed to this risk in relation to various financial instruments, e.g.
granting of loans, recgivables ftom customers, cash deposits, investments in sccurities, etc. The
Company's credit risk exposure is limited to the earrying amount of the financial assets approved at the
end of the reporting period as specified below:

31 December 31 December
2020 2019
BGN '000 BGN '000

Groups of financial assets — caerying amoumnts:

Financial instruments at fair value through other comprehensive

income (OCI}) 510 457
Debt instruments measured at amosrtised cost — current and

non-current:

Trade and other receivables 36,211 73,188
Loans granted to relared parties 8,387 10,663
Related parties receivables 32,868 53,924
Cash and cash equivalents 485,106 395,583
Carrying amount - 563,082 533,815

The Company closely monitors for owstanding pavables by customers and other counrerparties,
identified individually or in groups, and uses this formation to manage the credit risk, The Company
trades only with recognised and creditworthy counterparties. The Company's policy requires that all
customers who wish to conclude trade transactions with deferred payment undergo procedures to verify
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their solvency. Furthermore, the balances of trade receivables are continuously monttored, thus the

Company's exposure to doubtful debis and bad debts is insignificant.

The expected credit losses are caleulated on the date of each eeporting period.

The table below contains information about the credit risk exposure related to receivables from
customers of non-related and related parties of the Company by using the expected credit loss provision

matrix as at 31 jJanuary 2020 and 31 December 2019 respectively.

Estimauted credit

Gross value of

Impairment for

Net value of

31 December 2020 los receivables from expected credit receivables from
0ss pereentage

customers loss customers

% BGN '000 BGN '000 BGIN '000
Non-matured [.13%% 60,023 (6,480) 53,543
IFeom 30-90 days 24.53% 33 {13) 40
FFrom 90 to 180 days 58.82%s 85 {50) 35
FFrom 180 to 360 days 56.98" 1,369 (780} 589
Over 360 days 29.66% 21,142 (6,270} 14,872
82,672 (13,593) 69,079
Estimated eredit Gross value of Impairment for Net value of
31 Dccember 2019 receivables from expected credit receivables {rom
loss percentage . X . i .
customers loss cistomers

Yo BGN '000 BGN '000 BGN '000
Non-matured T.34% 99,105 4,973) 04,132
From 30-90 days 0% Sa32 {135) 4,297
Feem 90 1o 180 days %% 1,221 )] 1,219
From 180 ta 360 days 0% 9,868 {4304 5,564
Over 360 days 33,76 28414 (6,514) 21,900
143,040 (15,928) 127,112

As ar the date of the separate financial statements, the age structure of the receivables is as follows:

As at 31 December 2020
30-90 90-180 180-360 >360 Total
Not overdue d
ays days days days
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN '000
I'rade and other receivables 20,709 35 35 560 14,872 36,211
Related parties receivables 32,834 - - 34 - 32,868
53,543 35 35 594 14,872 69,079
As at 31 December 2019
Not 30-90 90-180 180-360 >360  Rencgotiat Total
overdue days days days cd
BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN'000 BGN '000
Frade and other receivables 50,567 3,939 12 3,532 13,718 73,188
Related parties receivables 43,765 738 1,207 32 8,182 53,924
94,132 4,297 1,219 5,564 21,900 127,112
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The change in the impairment of trade and other receivables from thicd parties may be presented as
follows:

2020 2019

BGN '000 BGIN '000

Balance at | January 15,845 14,724
Adjustments from the initial application of IFRS 9 - -
Balance at 1 January (restated) 15,845 14,724
Impairment loss 25 1,365
Recovering of impairment loss {2,325) (249
Other adjustments - -
Balance at 31 December 13,545 15,845

Information about the change in the impairment of the trade and other receivables from related parties is
presented in Note 35.3.

The carrving amounts of the above mentioned financial assets represent the maximum possible credit risk
exposure of the Company with regacds 1o these financial instruments,

40.3.  Liquidity risk analysis

Liquidity risk refers to the possibiliy that the Company fiils to settle its obligations when they fall due.
The Company provides the liquid resources ir needs by carefully monitoring the payments under the
long-term financial liabilities repayment schedules, as well as the eash inflows and outflows arising in the
course of its ordinary activities. The needs of cash resources are compared with the available borrowings
in order to identify surplus or deficits. This analysis determines whether the available horrowings 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 capiral. The resources for the long-term liquidity needs are provided through
horrowings of relevant size.

As ar 31 December, the mamity dates of the Company’s contracrual Habilities are summarised as follows:

1-5
31 December 2020 <3 months  3-12 months years Total

BGN'000 BGN'000 BGN '000 BGN '000

Borrowings - 11,170 - 11,170
Retentions on construction contracts . 3,626 326 3952
Trade and other pavables 142,22] 25,767 6,118 174,106
Related parties payables 4,789 18 - 4,807
147,008 40,581 6,444 194,033
<3 months 3-12 months 15 Total

31 December 2019 yeirs

BGN '000 BGN '000 BGN 000 BGN '000

Borrowings 2445 6,452 24813 33z
Retentions on construction contracts - 78 3210 4,188
Trade and other pavables 96,260 47,489 13,181 156,930
Relared partics payables 5413 11 - 5424

104,118 54,930 41,206 200,254

The amounts disclosed in this analysis of the liabilities maturity represent non-discounted cash flows
under the relevant contracts that could differ from the carrying amounts of the liabilities as at the
reporting dase.
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41, Fair value measurement of non-financial assets

The Company groups its assets and liabilities carred ar fair value into three levels based on the

significance of the input information used in measuring the fair value of the assets and liabilities. The fair

value hierarchy has the following levels:

- Level 1: Marker prices (unadjusted) in acrive markets for identical assers or liabilities;

- Level 2: Inpur dara, other than market prices, included in Level 1 that can be observed for the asset
or liabiliry, cither direetly (e, as prices) or indirectly (Le. based on prices); and

- Level 3: Input data for the asset or liability that are not based on observed market data,

A fnancial asset or liability is classified at the lowest level of significant inpur informaten used in its faic
value measurement,

The following table represents the hierarchical levels of non-financial assess at 31 December, periodically
measured at fair value:

31 December 31 December
2020 2019
BGN ‘000 BGN '000

Property, plant, and equipment (Level 3):
- Land 13,600 13,600
- Buildings 429,619 439,185
- Machinery, plant, and equipment 1,659,683 1,757,486
- Transport vehicles 8,528 7,619
Investment propertics (Level 2): 4,115 4,120
Financial instruments at fair value through other 510 457

comprehensive income (OCI) (Level 3)

2,116,055 2,222 467

The fair value of the respective groups of assets of property, plant and equipment, investment properties
and financial instruments of the Company is determined based on reports of independent certified
appraisers as at 31 December 2018

As at 31 December 2019, appraisers conducted 2 review for impairment. According to the review, the
careying amount of the assets does nor differ signifieandy from the fair value of the revalued assers as at
the end of the reporting period.

Signiftcant unobserved data are related to the adjustment in the Company's assets specific factors. The
degree and direction of this adjustment depends on the number and characteristics of the observed
market transactions with similar assets that are used for valuation purposes. Despite the fact that the data
are a subjective assessment, the Management believes that the final valuation would not be significantly
affected by other possible assumptions.

As at 31 December 2020 the Company has performed a fair value measurement of the non-current assets
of the property, plant, and equipment group in relation to their clissification as Non-current assets held
for distribution to owners.

The table below presents the hierarchical levels of the non-financial assets as at 31 December 2020
measured periodically at fair value; it shows the fair value of non.cuerent assets held for distribution 10
owners to the amount of:

Propertly, plant, and equipment (Level 3):

- Buildings 1,069
- Machinery, plant, and equipment 8,600
- Costs for acquisition of tangible fixed assets 46,573
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42, Capital management policy and procedures

The main objective of the Company’s capital management is to ensure a stable credir rating and capiral
indicators, with a view of the continuing operations and maximisation of its value for the Sole owner.

The Company manages its capital structure and amends it, as necessary, depending on the changing
cconomic environment. In order to mainain, or change, its capital structure, the Company may adjust the
payment of dividends to the sole sharcholder, 1o redeem treasury shares, to reduce or increase its share
capital, by a decision of the Sole owner.

The Company monitors its capital through the realised financial resulr for the reporting period, as
follows:

2020 2019
BGN '000 BGN '000
Profit for the year, after tax 275,810 324,892

The Company shall comply with the externally imposed eapital requirements relating to the debt ratio, in
accordance with a signed bank loan agreement. This ratio shall not exceed 2.

Debt servicing

According to the Loan Agreement with Euratom of 10 May 2000, the financial covenants, Debt Service
Cover Ratio and Gearing Ratio, are observed in order to monitor whether they are within the acceptable
ranges.

In accordance with the terms of the Loan Agreement, the Debt Service Cover Ratio is calculated as a
correlation berween the free cash flow for the year and debt servicing amount, including interests and
ptincipals for the respective vear. This ratio shall not be less than 1.5. For 2020 the ratio amounted to
18.93 (2019: 16.13).

2020 2019

BGN '000 BGN '000

Free eash flow 438,453 355,534
Debt servicing 23,159 34,390
Coverage of the debt servicing 18.93 16.15

Another indicator that is monitored in compliance with the obligations of the Company as a Borrower is
the Gearing Ratio calculated as a correlation between the Company's total borrowings and the equity as at
the end of the respective year. This ratio shall not exceed 2. As at 31 December 2020, the correlation
amounted to .01 (31 December 2019: 0.01).

31 December 2020 31 December 2019

BGN '000 BGN '000
Borrowed capital 11,170 33,7112
Equity 2,795,595 2,681,323
Indebtedness 0.004 0.01

The above indicators are monitored on an annual basis. They are caleulated based on the annual financial
statements of the Company submitted to the bank, The Management shall immediately notify the bank in
the event of non-performance. The Management believes that the Company complies with the required
levels of financial indicators stipulated in the signed Loan Apgreement.

During the presented reporting periods, the Company has not changed its capiral management objectives,
policies, and processes, nor the method for determining the capital,
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43. Post-reporting date events

By virtue of Clauses 1.2.1 and [L1 to 1.8 of Minutes No. 4-2021/02.02.2021, the Board of Direcrors of
BEH EAD decides in favour of a payment of an additional dividend in 2021 for Kozloduy NPP EAD
amounting to BGN 220 (two hundred and twenty) million, The dividend is paid on 09/02/2021.

In 2020, the business environment and Company's activity were deeply affected by the new COVID-19
or corona virus global pandemic which was announced in the beginning of the year. Nationwide anti-
epidemic measures have been taken, including mobility restriction, prohibition of public gatherings,
closing of gyms, shops and pubs, work from home, and remote communications. The above event was
specified as non-adjusting in the 2019 annual financial statements. The extraordinary epidemic situation
continues as at the date of approval of these statements expecting it to remain effective at least until 30
April 2021.

There are no other adjusting or non-adjusting post-reporting date events that require additional disclosure
or adjustment in the financial staternents of Kozloduy NPP EAD as at 31 December 2020,

44, Disclosure pursuant to statutory requirements

These Separate Financial Statements are audited by the audit firm HLB Bulgaria OOD based on a
contract concluded between the Bulgarian 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 rendering of services by the registered
auditor for independent financial audit. The registered auditor did not render any other services during
the relevant period.

45, Approval of the Separate Financial Statements

The Separate Financial Statements as at 31 December 2020 (including comparison data) aee approved for
issue by the Board of Directors an 8 April 2021,
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