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Management Report
of Kozloduy NPP EAD

01 January 2019 — 31 December 2019

This management report was prepared in compliance with the provisions of art. 39 of the
Accountancy Act and art.187e, art.247, para.l, 2 and 3 of the Commercial Act. The management report
contains the information required pursuant to Appendix No.10 of Regulation 2 of the Financial Supervision
Commission, relating to persons under & le of the Additional provisions of the Public Offering of Securities
Act, on the grounds of art.1000, para.7, 1.2 of the Public Offering of Securities Act. The management report

contains also non-financial mformation pursuant to art.48, para.1 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 faudy 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 report presents commentary on and analysis of the financial statements and other significant
information on the financial position, and the operating results of the Company. It covers the period from 01

January to 31 December 2019.

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

integrated accounting policy approved by the Company.

1. General information

Corporate name Kozloduy NPP EAD
UIC 106513772
Address Bulgaria

Vratsa District

town of Kozloduy 3321

Principal activities . ..
—  Using nuclear power to generate electricity and thermal

energy. For the execution of these activities the Company holds and
maintains: valid licence for generation of electricity and thermal 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 Regulatory Agency (valid permit for
generation activity by the generating facility as defined by the licence,

issued by the Inspectorate on the Safe Use of Atomic Energy for peaceful
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Ditectors

Management

Licences

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 activities;

—  Construction, installation and maintenance in the fields of

electrical and heat energy generation;

—  Sales of high and medium voltage electric power and sales

of thermal energy;

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

As at 31 December 2019, the Company is managed by the Board of
Directors (BoD), consisting of:

Zhaklen Koen - Chair of the Board of Directors;
Nasko Mihov - Member of the Board of Directors and CEQ;

Ivan Yonchev - Member of the Board of Directors.

Kozloduy NPP EAD is a joint stock company, established by virtue of
Deciston No. 582 of year 2000 of Vratsa District Court. The registered
office of the Company is in the town of Kozloduy, Vratsa District,
Bulgaria. The Company was established as 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 assets and liabilities of NEK EAD, Sofia.
Bulgarian Energy Holding EAD is the sole owner of the Company share
capital as at 31 December 2019. The Company's ultimate owner is the

Republic of Bulgaria through the Ministry of Energy.

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

As at 31 December 2019 the Company's share capital amounts to BGN
244,584,890 allocated in 24,458,489 ordinary, registered, voting shares at
BGN 10 par value per share. All ordinary shares are fully paid.

The Company holds the following licences:
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—  Licence for operation of a nuclear facility, issued by the
Bulgarian Nuclear Regulatory Agency (NRA) - Serial No. E, Registration
No. 5303, dated 03 November 2017, valid as of 06 November 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 - Registration No. 5535, dated 03 October 2019, for the operation of
Kozloduy NPP EAD Unit 6. License validity - 03 October 2029;

—  Licence for generation of electricity and thermal power No.

A-049- 03/11.12.2000, valid for thirty years - until 11.12.2030;

—  Licence for transmission of heat energy No. 050-

05/11.12.2000, valid for thirty years - until 11.12.2030;

~  Licence, issued by the NRA, serial number I1-11024,
No. 04358, dated 01 April 2014, amended by Orders No. AA-04-
1/27.01.2016 and No. AA-04-132/29.08.2018, for the use of sources of
fonizing radiation for commercial purposes — performing non-destructive
testing with radiation methods on site: Inspection body of type C

Diagnostics and Control Testing Centre, valid until 31.03.2024;

— Licence, issued by the NRA, serial number M-1708,
registration No. 04366, dated 08 April 2014, for the use of sources of
lonizing radiation for commercial purposes — petforming radiochemical
control, radiological environmental monitoring, and metrological control,

for a ten-year period —until 07.04.2024;

— Licence, issued by the NRA, for transportation of
radioactive substances, serial number T-14002, Registration No. 04435,

dated 30.06.2014, valid for a ten-year period — until 11.07.2024;

—  Licence for trading in electricity No. A-216-15/18.12.2006 -
until 18.12.2026;

—  Licence, issued by the NRA, serial number CO, registration
No. 5125 dated 05.10.2016 (amended by Order No.AA-04-
126/24.08.2018) for conduct of specialised training in activities involving
fonizing radiation sources in nuclear facilities which have an impact on
safety, for issue of practising certificates to professionals working in

nuclear facilities with ionizing radiation sources, apart from the ones

v
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Basis for

preparation of the
financial statements

stipulated in Art. 64, Para. 1, Ttems 1 and 2 of the SUNEA, effected by
Personnel and Training Centre Division. This licence is valid until

05.10.2021.

~  Licence issued by the NRA for operation of the Spent Fuel
Storage Facility, Serial number E, Registration No. 04441 dated
25.06.2014, for a ten-year period - until 25.06.2024.

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

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

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

—~ The Company prepares its financial statements in
accordance with the requirements of the International Financial Reporting

Standards endorsed by the European Union.

— In conformance with the requirements of Art.31 of the
Accountancy Act, the Company also prepares consolidated financial
statements. The annual financial statements are published in the Trade
Register no later than 30 June of the year, following the year to which they

refer.

—  Kozloduy NPP EAD operates in conformance with the

Bulgarian legislation.

1.1. Management's tesponsibilities

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

i annual separate financial statements as at 31 December 2019, and that the annual separate financial

statements are 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 actions to prevent and detect possible abuse and other

irregularities.

1.2. Information required under Article 187e and Atticle 247 of the Commercial Act (CA)

> Information required under Article 187¢ of the Commercial Act (CA)
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In accordance with Article 187¢ of the Commercial Act, the Company must provide in its

Management Report information on:

a/ The number and par 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 year.

The Company has not acquired and/or transferred any treasury shares in 2019.

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

capital that they represent.
The Company does not hold any treasury shares.

» Information required under Article 247, Para. 2 of the CA
a/ Information on the remuneration of the Board of Ditectors of Kozloduy NPP EAD, as

disclosed under the signed management and control contracts.

In thousands of BGN Statements as at Statements as at
31.12.2019 31.12.2018
Salaries, including bonuses 344 272
; Social security costs 30 21
Social costs 32 29
Compensations (6) 46
§ Bonuses (tantiémes) 37 _
Total short-term remuneration 437 368

b/ Information on the Company’s shares, acquired and held by members of the Board of Directors

The members of the Board of Directors do not hold any shares of the Company. No privileges or

o exclusive rights to acquire Company shares and bonds are provided to the members of the Board of Directors.

¢/ Information on the participation of the members of the Board of Directors as general partners in
i 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, .4 of the CA).

The members of the Board of Directors have not stated circumstances under art.247, para.2, 1.4 of

the CA.

d/ Information on the contracts under Art.240b of the Commercial Act concluded during the year:

- No shares or bonds of the Company were acquired or transferred by the members of the Board of

Directors.
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- No contracts were concluded during the reporting petiod 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. Personnel

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

priorities.

In relation to the long term operation of the plant and securing required staff, special attention is
paid to attracting young people to ensure transfer of specific knowledge and experience gained over many
years. In March the Board of Directors approved granting of scholarships to students pursuing major in the
following specialities: for Master educational-qualification degree - Nuclear power engineering, Nuclear power
engineering and technologies, Automation, information and control engineering, Electrical power engineering
and electrical equipment; and for the educational qualification Bachelor degree - Thermal power engineering

and nuclear power engineering, Nuclear equipment and nuclear power engineering.

In order to define the future needs of competences within the organisation during Units 5 and 6
long-term operation ('TO) period, as well as to ensure sufficient number of competent staff for the LTO
activities, an analysis of the positions contained in the Staff Establishment Plan was performed. The majors
that belong to higher education areas that are most commonly required for taking positions in the Company
were considered when carrying out the analysis. As a result of the analysis, a list of majors in higher education
that are priority majors for the Company was set up. A regular reception of documents from candidates for
work at Kozloduy NPP for 31 priority majors has been announced on the Company's web site since June 2019
in order to shorten the time for recruitment and attract specialists from all over the country. For two years
now, Kozloduy NPP is granting scholarships to students from the Technical University of Sofia and Sofia
University “St. Kliment Ohridski” studying the so-important for the Company “Nuclear Power Engineering”,
“Nuclear Power Engineering and Technologies”. The Company already contracted 13 scholarship recipients.

Kozloduy NPP actively collaborates with the academic societies in the country.

Throughout the reporting period the employer's efforts continued in the ditection of keeping the
spirit of social agreement and collaboration with the employees, the trade unions and the representatives of the
workers and employees.

As at 31 December 2019, the number of the staft employed by the Company under employment
contracts is 3,722. The relative share of employees with higher or secondary vocational education is preserved.
The Company observes the requirement set under the Staff Establishment Plan to have secondary education as

the lowest educational degree when holding any staff position.
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Total personnel, employed under Statements as Statements as
employment contracts, including at 31.12.2019  at 31.12.2018 % change
Managers 463 469 -1.3%
Specialists 1028 1004 2.39%
Technicians and associate professionals 873 844 3.43%
Administrative Assistance Personnel 246 259 -5.02%
Personnel, engaged in providing services
to the population, trade and security 84 92 -8.7%
Qualified workers and the associated
with them professionals 784 756 3.7%
Machine operators and assembly
installers 171 167 2.39%
Professions, which do not require special
qualifications 73 72 1.4%
TOTAL 3722 3663 1.6%

1.4. Legal and atbitration proceedings

Kozloduy NPP EAD 1s not a party under any legal, administrative or arbitration proceedings,
assoctated with liabilities or receivables of the Company, with financial interest amounting to at Jeast 10 percent

of its equity.
1.5. Research and development

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

fields of Research and Development.
1.6. Subsidiaries

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

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

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

Kozloduy HPP EAD is registered with Vratsa District Court under Company file No.495 of year
2004, with the purpose of building 2 Hydro Power Plant, generation and distribution of electrical energy
generated by a 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 BEH EAD dated 7 November 2008, contract No. 830080 dated
07.11.2008 was signed by and between the Company and Kozloduy HPP EAD for the provision of a credit
line of BGN 20,000 thousand. The credit line’s maturity is 2020. With Decision item I1.15.1 dated 12.07.2012,
the Board of Directors of BEH EAD authorised Kozloduy NPP EAD to re-negotiate the contracted terms
and conditions under Contract Agreement for Credit line No. 880080 dated 07.11.2008 and Annex
No. 810000003 dated 06.11.2011. An Annex to the Contract Agreement was signed on 26.09.2012 for the
provision of an additional amount of BGN 2,000 thousand. The maturity of the latter is 2021, and the loan
repayment started on 15.01.2013. With Decision item II.3.1, dated 29.03.2013, the Board of Directors of BEH
EAD authorised the signing of Annex No.3 by and between Kozloduy HPP EAD and Kozloduy NPP EAD,

viit
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which amended the contracted clauses related to: extension of the fund’s utilisation deadline - until
commissioning of Outlet channel-1 at Kozloduy HPP, but not later than 30.06.2013; maturity - until
15.07.2021; time frames of the repayment instalments, with the repayment beginning on 15.07.2013; due
interest on the borrowed funds - increase of the base interest rate + 2.5 % margin. With Decision item I1.6.1,
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 clauses related to: extending
the loan’s maturity - until 15.01.2024; increasing the number of the repayment instalments - 22 instalments.
» Kozloduy NPP - New Build EAD
Kozloduy NPP EAD 1s the sole owner (100%) of the capital of Kozloduy NPP - New Build
EAD, comprised of 1,400,000 ordinary, registered shares, at nominal value of BGN 10.00 each.
Kozloduy NPP - New Build EAD is a single-shareholder joint stock company, registered in the
Commercial Register of the Registry Agency on 09.05.2012, with UIC 202058513. The Company has its
registered office at: NPP site, Kozloduy, Kozloduy Municipality, Vratsa District. The Company’s registered
capital amounts to BGN 14,000 thousand.
Pursuant to Decision No.28, dated 09.06.2015 and Decision No.36, dated 07.07.2015 of the
Company’s Board of Directors, it was decided to simultaneously decrease the capital of Kozloduy NPP -
New Build EAD by cancellation of 135,100 ordinary, registered, voting shares at nominal value of BGN 10
each, and increase of the capital with BGN 1,351,000 by subscribing 135,100 new, ordinary, registered,
voting shares, with total nominal value of BGN 1,351,000 by consideration in cash.
> Interpriborsetvice OOD
The Company has a controlling interest of 63.96% in Interpriborservice OOD, Kozloduy,
holding seventy-one shares of its capital, which is comprised of 111 shares at BGN 100 par value pet
share. The investment is measured at acquisition cost - a total of BGN 79 thousand. The transactions with
this company relate to deliveries of assets, supplies related to assets' modernisation and reconstruction, as
well as purchases of inventory and hired services.
Interpriborservice OOD was established pursuant to a Decision No.55, dated 13.04.1988, of the
Council of Ministers, as a specialised entity for installation, setting up, maintenance and technical servicing
of automated process control systems, supply of instrumentation, equipment and spare parts for NPP,
TPP, and others. The partners in the company are Russian and Ukrainian entities, operating in the energy
sector.
»> ZAD Energia
The Company has a participation in ZAD Energia, with investment value of BGN 457 thousand
as at 31 December 2019.

1.7. Branches of the Company

The Company does not have any branches.

2. Activity ovetview
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Kozloduy NPP EAD ended the reporting year 2019 with excellent production and financial results.

The financial results of the Company were positively influenced by the considerably more
advantageous development of the electricity market, which resulted in an increase of the average market prices,
steady operation of Units 5 and 6 at 104%, and completion of the Unit 6 outage nearly 3 days ahead of

schedule.

Achieving safe 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.

Significant changes in the regulatory environment, having a direct impact on the Company's activity,

occurred during 2019:

— Upon the change of the market model in 2018 and introduction of the exchange trade as the sole
and obligatory market mechanism for all producers of installed capacity of 4 and above 4 MW until June 2019
and 1 and above 1 MW from July 2019, including renewables, in 2019, a significant growth of the volumes
traded on the Day Ahead spot market (DAM) has been observed. The social liability cost has also been
significantly reduced. On the other hand, based on the latest changes of the EA, a new obligation was imposed
on the producers — to pay a price for access amounting to BGN 2.12 per MWh. The price applies to the total

net production including the energy settled on the balancing market in the form of surplus.

— In the middle of January, the Commitments to the EC ensuing from case AT-39767-BEH-
Electricity are being fulfilled for the fourth year now, with increased mandatory loads to be offered at the Day

Ahead houtly market (DAM) by the generating companies within the BEH EAD.

— By virtue of Decision 11 - 19/01.07.2019 of the EWRC, the price of the electricity generated by
Kozloduy NPP EAD was fixed at BGN 53.90 per MWh for the regulatory period 01.07.2019 - 30.06.2020 and
the quota for the regulated market was increased by 55.5 % (3,000,000 MWh compared to 1,927,000 MWh for

the previous period).

— A significant regulatory change 1s the introduction of monthly quotas for the producers as per Art.
21, Para.1, Ttem 21 of the EA. The highly unequal monthly distribution of the Kozloduy NPP quota (from
1,150 MW in January to 100-150 MW in the period April — June) has harmful effect on the market sales
(minimal free volumes to offer on the market during winter compared to maximal volumes during the

generally weak months in terms of price).

— By virtue of Decision IT - 18/01.07.2019 of the EWRC, a new price of heat energy was approved
amounting to BGN 42.18 per MWh for the regulatory period 01.07.2019 — 30.06.2020.

Electricity generation and sales
In 2019, Kozloduy NPP EAD generated record volumes of electricity (gross) considered from the

commissioning of Unit 5 until now. The generated electricity amount to 16,555,288 MWh — plus 430,007



wosich

st

s

KOZLODUY NPP EAD
Management Report and Non-financial Declaration
31 December 2019

(2.7%) MWh compared to 2018. The increased volume resulted from the steady operation of Units 5 and 6 at
104% and completion of the Unit 6 outage ahead of schedule. The amount of auxiliary power generated on-
site reflects the operational modes of the nuclear facilities.

The performance indicators for the Company which characterise its specific natute are presented in

the table below:

Statements as at Statements as at
Indicators 31.12.2019 31.12.2018
LE 1) 91.73 90.23
uck 89.68 89.21
UCLE  3) 0.30 0.00
GRLE 4 0.00 0.13

1) LF - Load Factor

2) UCF- Unit Capability Factor

3) UCLF- Unit Capability Loss Factor
+) GRLF — Grid Related Loss Factor

The LF indicator is of excellent values as a result of the shorter downtimes for outage compared to 2018 which
makes up for the underproduction due to the unplanned events throughout 2019. The LF value reflects the
trend towards optimum operation of the nuclear units. The UCF value above 85% indicates very high level of
relability and efficiency, in view of the WANO criterion (UCF > 85 %). The value of the UCLF indicator
reaches up to 3% which indicates high level of reliability and efficiency at the plant. No grid-related losses have
been registered in 2019 (GRLF indicator).

The table below summarises the electricity generation, sales and revenue data in 2019, compared to

2018:
Statements Statements
as at as at
Indicator 31.12.2019  31.12.2018 % change

Generation MWh

Gross electricity generation 16,555,288 16,125,281 2.7%
Electricity sales, incl.: 15,742,719 15,312,415 2.8%
At regulated prices 2,441,324 2,397,760 1.8%
At freely-negotiated prices (including Art.119 Para.1) 13,279,431 12,893,493 3.0%
Sales (Fnergy Act, art.119, para.2) 21,964 21,162 3.8%

The total amount of electricity sold by Kozloduy NPP in 2019 is with 2,8 % higher compared to

2018 as a result of the registered production growth (2.7%).

The ratio between the sales at the regulated and the non-regulated market segment in 2019 was 15.5
%/ 84.5 % trespectively, same as the previous vear.

The sales at regulated prices for 2019 exceeded the sales for 2018 by 1.8 % due to the increased
quota for the regulatory period 01.07.2019-30.06.2020.

The electricity volumes sold at freely-negotiated prices exceeded the volumes for 2018 by 3 %.

In 2019, there appeared significant changes in the structure and volumes of the sales in the non-
regulated market segment due to the changes in the EA. Exchange market transactions are dominating, the
sales on the Day Ahead hourly spot market (DAM) being two times higher compared to 2018 due to the

xt
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increased share of Kozloduy NPP in the fulfilment of the common Commitment of the BEH group. Growth
was also observed on the Intraday Market (IDM) due to its intensive use for imbalance management. The
major long-term products were traded through the “Tender” window of the Centralised Market for Bilateral

Contracts (CMBC) segment.

Electricity sales outside IBEX stipulated in the EA result from supplying Bank Pump Station house
loads and end customers running their business on the Kozloduy NPP site which makes them part of the plant

house loads. Their share 1s minimal.

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

contractual terms.
Generation and sales of thermal energy

In 2019, the Company produced 183,358 MWh of heat energy, which is 8% less compared to the
same period of 2018. The total volume of heat energy consumed on site and in the town of Kozloduy was
78,552 MWh, which 1s by 15,527 MWh (-16.5%) 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

Maintaining and enhancing safety is a lead priority of Kozloduy NPP EAD. The actions, undertaken
to maintain and enhance safety of operations within the Company are carried out in the following areas:
nuclear safety, operating experience, radiation protection, emergency preparedness, radioactive waste
management, radioecological monitoring, non-radiological monitoring and environmental protection.

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

to conduct specialised training.

On 27.09.2019, the NRA renewed the operating licence of the Kozloduy NPP Unit 6 for a period of

10 years. The licence became effective as of 03.10.2019.

Upon a review and assessment of the documents submitted and results of the reactor comprehensive
tests, the NRA approved the transition of Unit 5 to long term operation at uprated thermal power of

1 O40/0Nnom'

There are no actuation of the reactor protection systems of Units 5 and 6 during the reporting

period.

The nuclear plant is operated in conformance with the principles of radiologocal protection, defined
by the Regulation on Basic Norms of Radiation Protection-2004, and BSS-115 of the IAEA, as well as the

ALARA principle (as low as reasonably achievable personnel exposure).
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The plant radiological environmental monitoring is stipulated in the Kozloduy NPP EAD long-term
programme for radioecological monitoring. No deviations of the radiological indicators above the admissible
levels were registered during the reporting period. The results achieved in 2019 show that the equivalent dose
rate of gamma-radiation varies within the limits of the natural background radiation (0.05 — 0.15) pSv/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 to environmental protection in all its
aspects. The plant, as an operating organisation, holds 10 permits, issued by the Bulgarian Ministry of
Environment and Water and its administrative bodies. The total amount of greenhouse gas emissions of CO2
generated in 2019, pursuant to the Company's verified report, is 469 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,

Implementation of the Maintenance Programme

In 2019 the scheduled annual outages (Outages) with refuelling of the Units 5 and 6 reactors were
performed in 40 and 32 calendar days respectively, considered from tripping the turbine generator to its
reconnection to the grid. All the necessary activities (maintenance, repair, specialised control and inspections of
the major and auxiliary equipment of the safety systems, systems important to safety and for the generation, in
compliance with the factory, regulatory and licensing requirements) were carried out during the scheduled
downtimes in 2019, in order to ensure the operability, reliability of the equipment and safe operation of the
nuclear facilities; the scheduled modernisation and reconstruction activities under the plant life extension

programme and the units power uprate project were also implemented.

The following core activities scheduled in the maintenance programme were performed in 2019, as

per the licensing commitments of the Company for the operation of nuclear facilities:
- Maintenance and preventive maintenance of structures, systems and components (SSCs);

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

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

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

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

- Maintenance of common plant facilities - the planned scopes for preventive maintenance,
maintenance and repairs of the common plant equipment in the Spent Fuel Storage Facility, Switchyard, Bank
Pump Station, Hydro-Engineering Facilities and Civil Structures, and the Heat Supply Department, were

performed in accordance with the approved schedules in the different structural units.

xiit



i

KOZILODUY NPP EAD
Management Report and Non-financial Declaration
31 December 2019

The required preventive actions to minimise the impact of unfavourable weather conditions and to
ensure safe operation of Units 5 and 6 have been carried out in conformity with the approved plant
documents. The scheduled activities (34 in number) were implemented during the summer. The scheduled 85
measures for preparation and safe operation of Units 5 and 6 during winter season were implemented in a

timely manner.

The value of the activities implemented under the Kozloduy NPP EAD Maintenance Programme
for 2019 amount to BGN 79,668 thousand, incl. BGN 11,606 thousand for maintenance activities of

investment nature.

Implementation of the Investment Programme

For 2019, the reported investment costs secured by self-financing amount to BGN 79,821 thousand.

These are allocated per type of activity, as follows:
- construction and installation works (CIW) - BGN 21,682 thousand,;
- plant and equipment (PE) - BGN 51,074 thousand;
- project related research and studies (PRS) - BGN 6,980 thousand;
- other costs - BGN 85 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 requirements 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 enhancement f safety, quality and security at Kozloduy NPP EAD.

A number of investment measures were completed in 2019 to maintain and enhance safety at
Kozloduy NPP EAD, in compliance with the requirements of the Safe Use of Nuclear Energy Act and the
licences for operation. The efforts were focused mainly on the achievement of the strategic goals for extending
the operating life of units 5 and 6 beyond their design lifetime for long-term operation in the next 30 years, and
increasing the generation efficiency by uprating their design thermal power to 104%. The remaining part
covers activities for the current maintenance of the units, major and auxiliary facilities and infrastructure, as

well as measures implemented in order to maintain and enhance the NPP security and physical protection.

»  Activities ensuting the long-term operation (LTO) of the Kozloduy NPP EAD Units 5
and 6;

As a result of the measures implemented on Units 5 and 6 and the balance of plant (BOP) as part of
Units 5 and 6 Plant Life Extension Project, Stage 2, recommendations were laid down for technical activities
which should be implemented following the renewal of the operation licences and transition to long-term

operation.
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The activities scheduled and performed during the 2019 outage were focused on completion of the
actions resulting from the Ageing Management Review of the Units 5 and 6 structures, systems, and

components and implemented during the licencing period.

The reported investment costs in the period 01.01.2019 — 31.12.2019 related to activities ensuring
the units’ LTO in connection with this project amount to BGN 24,394 thousand. The more significant
measures implemented are focused on extending the life of existing hydraulic snubbers, procurement of head
seals and flexible couplings for primary and secondary pumps, procurement and installation of pumps of the
low-pressure  Emergency Core Cooling System, procurement of spare parts for “BABCOCK” and

“SEMPELL” valves, replacement of RT cabinets of the primary and secondary Process Control Systems and

panels with limiting transmitters and supply panels, etc.

> Implementation of engineering solutions for 104% thermal power uprate of Units 5 and

The transition of Units 5 and 6 to uprated power operation was completed based on the
implementation of the scheduled activities listed in the Complex concept of Kozloduy NPP EAD for Units 5
and 6 thermal power uprate to 104%, programmes to be implemented, preparation and conduct of tests during
the transition to 3,120 MW power as well as the plan for implementation of the applicable licensing and

control according to SUNEA.

- In 2019, an award procedure was started for the “Modernisation of the Units 5 and 6 Neutron
Flux Monitoring System (ENFMS)”. The project for modernisation of the ENFM systems is aimed at
enhancing safety and ensuring reliable operation of the Units 5 and 6 at 104% (uprated power operation) as

well as increasing the precision, responsiveness, and reliability of in-core monitoring.

In respect of the auxiliary systems to the turbine generator TBB-1000-4V3, an engineering contract
is under way: “Refurbishment of auxiliary systems 5,688, 5,65T and 5,6VC to the turbine generators TBB-

10000-4V3”.

The funds invested under the IP in 2019 in relation to the Units 5 and 6 thermal power uprate to

104% amount to BGN 16,437 thousand.

» Licensing provisions and measures tresulting from operating experience, conducted

reviews and regulatoty tequitements related to safety

Measures to maintain and enhance safety are implemented in compliance with the Safe Use of
Nuclear Energy Act and in observance of the provisions of the licences and permits issued by the authorised

control and supervision bodies.

Work programmes were prepared at Kozloduy NPP EAD to govern the activities ensuring
compliance with the requirements for safe use of nuclear energy and observance of the prescriptions of the

Bulgarian Nuclear Regulatory Agency.
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The programme for supporting and enhancing safety at Kozloduy NPP EAD in 2019, 2020, and
2021 covers 35 measures under an investment programme for safety enhancement resulting from the conduct
of tests or implementation of the surveillance programme, corrective actions resulting from internal or external
operating experience, or peer reviews. 7 of those measures have been completed while the rest of them are

under way.

The control over the implementation of the measures covered by the programmes is stipulated in the
programmes themselves. Six-month and annual reports on the progress of the measures are prepared and

submitted to the NRA.

The total amount of funds spent in 2019 to cover the costs of the measures related to licencing
conditions and measures resulting from operating experience, conducted reviews and regulatory requirements

related to safety is BGN 11,569 thousand. The more significant ones are as follows:

- Modernisation of the Units 5 and 6 gas blower systems — the funds reported concern construction
and installation works on Units 5 and 6 under the contract for “Maintenance and electric installation works on

main and auxiliary equipment and systems of Units 5 and 6, OIT-1".

- “Design, procurement, and installation of louvres on the intake chambers of 5,6 QF” — effected
delivery under the contract for “Design, procurement, and installation of louvres on the intake chambers of 5,6

QF”. Cutrently, 4 louvres in total have been installed on Units 5 and 6.

“Procurement and replacement of primary valves” — a contract has been completed for

“Procurement of bellows stop valves of DN32 completed with gearboxes and electric actuators”.

- “Modernisation of the radiation monitoring system (replacement of the instruments with modern
ones with automatic registration of the readings in a database)” — a delivery was made under the contract for

Modernisation of the Radiation Monitoring System in the SNFSF.

- Design, procurement, and installation of relay protections; Design and construction of a new Off-

Site Emergency Response Centre.

> Investment activities for routine maintenance of the units, auxiliary facilities and

infrastructure;

The Company engages in activities, related to the maintenance of main and auxiliary facilities, and
activities to ensure the normal operation of the common plant facilities, supporting the production activities.

The reported costs amount to BGN 27,421 thousand.
Financial results for 2019

During the past 2019, the Business and Financial Management Policy pursued by the Management of
Kozloduy NPP EAD was focused on achieving economically efficient and competitive electricity generation
while ensuring highest level of safety, maintaining stability, and always striving for improvement in the financial
status.
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The Company ended the year 2019 with net profit to the amount of BGN 324,892 thousand (a profit
of BGN 163,546 thousand was recognised for the year 2018) with cash and cash equivalents to the amount of
BGN 395,583 thousand (239,725 thousand for 2018). The excellent results are based on the record volume of
electricity generated from the commissioning of Unit 5 to the present moment, stable trend towards keeping

the market prices high, better collectability of sales revenues, and effective management of expenditure.

For 2019, the operating income from the Company's operation amounts to BGN 1,327,799 thousand,
exceeding by BGN 209,959 thousand (18.78 %) the reported income for 2018. The increase is a result of the

rising electrical power sales and higher exchange prices.

Regulated market — The reported revenue from electricity sales to the public supplier NEK EAD
amounts to BGN 131,691 thousand and does not differ substantially from the income reported for the last
yeat.

Non-regulated market — The revenues from electricity sales on the free market reached BGN
1,179,176 thousand, about 22% (212,188 thousand) above the reported revenues for 2018. The higher demand
for clectricity as well as higher market prices contributed to the reported increase. The average price of the
electricity sold on an organised exchange market increased with almost 20%. The trend for the revenues from
electricity sales on the SMBC to continue being dominant remained throughout 2019. A negative balance of

BGN 7,511 thousand on the balancing market was reported due to unplanned events.

Electricity sale to end customers - The revenues from electricity sales to end customers,
connected via direct lines to the Kozloduy NPP own switchyard as per art.119, para.2 of the Energy Act,
amount to BGN 1,250 thousand.

Other revenues and income amounting to BGN 9,645 thousand, including revenues from sales of
services, goods, rents, contractual penalties and insurance events, etc., are 17.7% higher than the last year. The
income from financing amounts to BGN 4,081 thousand from recognized current income from financing of
the DSEFSF. Gains from sale of non-current assets are minimal compared to the previous year.

The operating expenses of the Company (continuing operations) in 2019 have a recognised value of
BGN 968,782 thousand. They differ insignificantly compared to 2018 (3%). Structural variations from the last

year are observed for the following costs:

- Lower costs for material and consumables and changes in work-in-progress, mainly due to the
reduced costs for nuclear fuel resulting from the lower value of the loaded fresh fuel assemblies.

- Hired services expenses are comparable with the last year statements and amount to BGN
134,489 thousand. For 2019, the Company calculated BGN 16,919 thousand for payment of access price over
the total net production, including the energy settled on the balancing market in the form of surplus, for the

period since entry into force of the regulatory obligation.
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- For 2019, the reported depreciation and amortisation costs amount to 168,977 thousand, about 15
% lower than the previous year. This reduction results from a review of the residual useful life of Company's

assets performed in the end of 2018 and re-allocation on the basis of the new residual useful life of the assets.

- Other expenses were increased by 12% above the reported ones in 2018. The largest relative share
of these (97%) is attributed to expenses for instalments in the DNF Fund, RAW, and SES funds, which have

been increased by BGN 33,116 thousand, as a result of higher electricity sales revenues.

- In 2019, provision costs amounting to BGN 80,743 thousand are calculated as follows:

. BGN 39,881 thousand provision costs for an obligation for transport of spent nuclear fuel
from WWER-1000 for technological storage and reprocessing, including BGN 40,828 thousand, for missed

transport in 2019 and 947 thousand for reintegration of calculated provision costs for 2018.

. BGN 40,862 thousand provision costs for retirement benefits (according to an actuarial
report regarding the compensations at retitement on the basis of the Collective Labour Agreement in force for

the period 2019-2020).

During the reporting year, the Company provided the required amount of cash as a result of the sales
of electricity at favourable market conditions based on which the obligations under the commercial contracts

for supply of nuclear fuel, reagents, maintenance and investment activities were fulfilled in a timely manner.

Preferentially, using its own financial resources, the Company secured the measures ensuring safe
and reliable operation of the nuclear facilities, including the activities related to 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, social security contributions.

The obligations under the long-term loan granted by the European Atomic Energy Community
(EURATONM) under the Programme for Modernisation of Power Units 5 and 6 are regularly settled in line
with the Loan Agreement with Euratom dated 29.05.2000 and financial contracts in force. The third and fifth
tranche of the Euratom loan were fully repaid in 2019. The calculated values of the financial covenants - Debt
Service Cover Ratio and Gearing Ratio were disclosed to Euratom in line with Kozloduy NPP EAD

commitments under the Loan Agreement. The calculated values satisfy the creditor's financial criteria.
As at 31.12.2019, the Company ended the reporting year without any outstanding payments.

As at the end of 2019, the cash holdings of Kozloduy NPP EAD amount to BGN 395,583 thousand
exceeding the reported amount in the end of 2018 by BGN 155,858 thousand. The major factors that had an
impact on the cash amount as at the end of the reporting year are as follows:
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— Increase of incoming flows from non-regulated sales by 24 % above the reported levels for 2018

as a result of the favourable market trends over the year;

— High debt collectibility (70%) from the Public supplier for the regular supplies compared to

previous years and regular payment of the cash instalments under concluded Debt Rescheduling Agreements;

— Increased outflows for the fulfilment of the commitments towards the state funds for the RAW
management and DNF, the SES Fund, payment of liabilities related to taxes to the local and the state budget,

and other statutory and licensing liabilities;

-~ Additional dividend paid out to BEH EAD in 2019 to the amount of BGN 150,000 thousand at
the expense of the Other Reserves fund, apart from the statutory obligation for a dividend calculated as a

portion from the profit for 2018 to the amount of BGN 80,056 thousand.

Over the past year, the constant monitoring and control of the lawful, 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

exceeding of the financial framework under the approved programmes.

The table hereafter presents selected key indicators that reflect the achieved operational results and
an evaluation of the Company’s position and operations in 2019, compared to the same reporting period in the
previous year, as follows:

Indicator (BGN '000) Statements as at Statements as at Change 2019/2018

31.12.2019 31.12.2018 (%)
¢l c2 c3 c4 c5=(c.4/c3)-1
1 Total operating income 1,327,799 1,117,840 18.78%
2 Total operating costs -968,782 -939,828 3.08%
3 EBITDA 1) 527,994 376,583 40.21%
4 EBIT 2) 359,017 178,012 101.68%
5 EBT 3) 360,906 181,032 99.36%
6 EBIT margin 27.04% 15.92% 69.85%
7 EBITDA margin 39.76% 33.69% 18.02%
8 Total assets 3,387,144 3,261,379 3.86%
9 AMA 4) 2,408,171 2,544,339 -5.35%
10 Working capital 5) 597,097 438,370 36.21%
11 Cash and cash equivalents 395,583 239,725 65.02%
12 Equity 2,681,323 2,611,209 2.69%
13 Return on equity 6) 13.46% 6.93% 94.23%
14 Return onassets 7) 10.66% 5.55% 92.07%

1) EBITDA — earnings before interest, taxes, depreciation (and amortization) from continuing operations;
2) EBIT — earnings before interest and tax, from continuing activities;

3) EBT — earnings before tax, from continuing activities;

+) Tangible Fixed Assets - Tangible Fixced Assets + costs to acquire Tangible Fixed Assets;

5) Working capital - Current Assets less Current Liabilities;
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6) Return on equity - EBT/ Equity;
7) Return on assets - EBT/ Total assets

3. Financial instruments used by Kozloduy NPP EAD

3.1. Financial tisk management goals and policy

The financial risk management policy mmplemented by Kozloduy NPP EAD is focused on
minimising the potential negative effects that may result in aggravated financial results, given the possible
difficulties of forecasting the market environment and the unpredictability regarding the dynamics of the

market prices.

The financial risk management policy is implemented purposefully to give assurance when
accomplishing the strategic and operative goals of the Company and to guarantee trouble-free operation of the
nuclear 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 Strategy and Policy
established at the companies within the BEH Group. Specific activities for the identification, analysis, current
evaluation and monitoring of the negative events impact are regularly carried out; followed by timely and
adequate intervention to mitigate the unfavourable consequences depending on the individual approach used
for the specific risk management - tolerating, treating, transferring or terminating. The applied risk
management procedures as regards the Company's budget and finance are implemented against significant risks

that are a major threat for the Company's balance.

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 loan from Euratom are settled in compliance with
the financial and payment terms and conditions and the provisions of the Bulgarian legislation under the

Government Debt Act and Decree of the Council of Ministers on the implementation of the state budget.
3.2. Risk factors

The Company is exposed to various risks associated with its financial instruments. The most

significant financial risks which the Company is exposed to are the market risk, credit risk, and liquidity risk.

»  Market risk

By using financial instruments, the Company is exposed to market risk and more specifically to the
risk of changes in the foreign currency exchange rates, interest risk, as well as risk of changes in specific prices,
resulting from the operating and investment activities of the Company. A significant risk event in the midterm
perspective is the change of the market model with a view of the transition to a completely liberalised market,
which could have an unfavourable impact on the financial stability of the Company due to possible issues with

the solvency of the energy companies, including NEK EAD and the other participants in case of will
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liberalisation, with which Kozloduy NPP EAD maintains commercial and economic relationships. A possible
aggravation of the market situation and establishment of high intracompany indebtedness between the energy
companies could compromise additionally the position of Kozloduy NPP EAD and to create problems to the

liquidity and serious difficulties for the fulfilment of the current payments.

»  Currency risk

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

BGN/Euro exchange rate is fixed.

A small portion of the Company’s foreign exchange transactions (purchase of materials and 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 to changes in the market interest
rates of the three tranches still to be repaid, denominated in Euro, under the Loan Agreement with
EURATOM, dated 29.05.2000, at contracted floating interest rates, equal to six-month EURIBOR + margins

in the range between 0.079% to 0.13%.

The existing uncertainty regarding the change of the interest levels on the financial market 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 tranches with a 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, namely - interest rates, 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
benefit plan. Changes to the calculated current value of the liabilities are possible in the presence of changes in
the discount rate which is based on the market profitability of the treasury shares held. A possible decline in
the market profitability of the treasury shares held will increase the Company's future liabilities related to

defined benefit plans.

All the other financial assets and liabilities of the Company are contracted with fixed interest rates

and annuity payments in order to have a better predictability of the expected values of the financial flows.
X1



oth

i

KOZLODUY NPP EAD
Management Report and Non-financial Declaration
31 December 2019

»  Liquidity risk

Liquidity risk is identified in consequence of non-fulfilment of statutory and contractual monetary
obligations of the Company, upon their maturity. In 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 accomplishment of the short-term payments.

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

possible risk is limited to a low degree.
> Credit risk

The Company is exposed to this risk in the contracts related to sale of electricity, thermal enetrgy and
services, granting loans, and depositing of funds in financial mnstitutions due to their declaring bankruptcy.
Some of the timely measutes for the collection of matured receivables include age analysis of the customers,
signing agreements and contracts for electricity sale with favourable clauses, incl. advance payments, bank
guarantees, damages conditions and others, accrual of late payment interest, offsetting of debts and receivables,

bringing actions against thermal power debtors.

As part of the targeted measures over the year for the restriction of the credit risk, an Agreement was
signed between Kozloduy NPP EAD and NEK EAD dated 16.04.2018 for rescheduling of unpaid liabilities
for electricity sold at regulated prices. Repayment continued in 2019 while the monetary obligations under the
Agreement are settled on a regular basis in line with an attached payment schedule. The measures undertaken

improved the collectibility and eliminated the outstanding debts of NEK EAD to Kozloduy NPP EAD.
»  Cash flows risk

The Company’s cash flows depend on 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 uncertainty of the
mflow and outflow of financial resource, the Company regularly 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 in the reporting period that lead to adjustment of the financial statements of the

Company. Non-adjustment events are disclosed in Note 43 Post-reporting date events.
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5. Future opportunities and developments in 2020

The planned economic policy of the Company for 2020 is in compliance with the five-year Business
Programme for the period 2020 — 2024 approved by the Kozloduy NPP EAD Board of Directors as at
20.12.2019.

It presents the short-term perspectives 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.

Ensuring long-term operation of the nuclear power units with guaranteed safety and reliability in
compliance with the licences issued by the regulatory bodies and preserving the Company's financial stability

remain key objectives.

Along with these strategic projects, the Company will 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 will continue to implement measures to ensure the Company's long-term
financial stability, such as, but not limited to: measures to increase the sales revenues, measures to collect
overdue receivables, measures to continue the application of mechanisms for effective expenditure control, etc.
Increasing the cost effectiveness is still among the priorities of the Board of Directors, in the context of
Ordinance No. E-PA-04-4 of 14.07.2016, for public disclosute 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, 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 profitability.

The transition to a new market model and a fully liberalised market is expected to create significant
difficulties in the adaptation process for all energy market participants, including Kozloduy NPP EAD. The
effectiveness of the electricity sale shall depend mainly on the implemented market and pricing strategy in
accordance with the dynamic market conditions. With regard to this the business activities of the Company in
2020 will be aimed at ensuring maximum realisation of the generated electricity, stable market presence and
maintaining of competitive prices. The Company's pricing policy for the non-regulated market will be oriented

towards providing secure, sufficient and regular sales revenues, complying with the market conditions.

Provision of motivated and qualified personnel in order to ensure the units’ safe operation during the
relevant licencing period remains a priority for the Company’s Management. The major goals are related to
maintaining and developing the system of professional recruitment, providing conditions for professional
development of the personnel, systematic training and qualification enhancement and management of the
knowledge gained.

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

financial statements for the year ending 31 December 2019.
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Additional information under Appendix No 10 of Regulation No 2 of the FSC

1. Information, presented in terms of value and quantity data, regarding the main categories of
goods, products and/or rendeted setvices, stating their share in the sales revenue as a whole
and the changes that occurred during the reporting financial year;

In 2019, Kozloduy NPP EAD generated income in the total amount of BGN 1,327,799 thousand.
The main categories, under which income was reported, are:

- Revenue from sales of production, amounting to BGN 1,314,050 thousand, of which BGN
1,312,117 thousand 1s reported under electricity sales revenue, and BGN 1,933 thousand - under thermal
energy sales revenue;

- Income from financing in the amount of BGN 4,081 thousand;

- Income from sales of services, goods and other sales - amounting to BGN 9,645 thousand.

The sales revenue structure and the share of the main revenue categories are shown in Table 1. Data

on the quantity of the goods produced is presented in Table 2.

Table 1
0, 0,
Indicator Statements as /o share of Statements as 7o share of
ndicato at 31.12.2019 . at 31.12.2018 .
income income
Total revenue from sales of production /BGN '000/ 1,314,050 98.97% 1,101,065 98.77%
Revenue from clectrdcity sales 1,312,117 99.85% 1,099,058 99.82%
Thermal power sales income 1,933 0.15% 2,007 0.18%
Income from financing /BGN '000/ 4,081 0.31% 5,560 0.50%
Other revenue and income /BGN '000/ 9,645 0.73% 8,192 0.73%
Income from sales of goods 1,090 11.30% 903 11.02%
Income from sales of services 3,403 35.28% 3,971 48.48%
Income from other sales 5,152 53.42% 3318 40.50%
Total revenue /BGN '000/ 1,327,776 100.00% 1,114,817 100.00%
Table 2
. Statements as o Statements as o
Indicator at 31.12.2019 o share at31.12.2018 7o share

Net energy (in-house generation), MWh 15,734,410 99.95% 15,312,366 100.00%

Purchased energy (substitute), MWh 8,309 0.05% 49 0.00%

Total realisation, MWh 15,742,719 100.00%% 15,312,415 100.00%

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 soutces for the supply of materials, required in
the production of goods, or in the rendering of setvices, reflecting the degree of dependency

of the individual seller or buyer; in the cases where the relative share of any of those exceeds
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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) market; all the
Company's customers are based on the territory of the country. Information on the relative share of suppliers
and customers, exceeding 10 percent of the total costs and the sales revenue is presented in Table 3. No

supplies by a single supplier exceeding 10% of the expenditure were delivered in 2019 at the Company.

Table 3
C % of income % of income
ustomer
2019 2018
NEK EAD 9.90% 11.87%
IBEX EAD 31.82% 37.21%

The contracts concluded within the reporting period do not differ from the usual business activities of
the Company and do not deviate from the market conditions. Quantitative information on the goods, products

and/or rendered services is described in detail in the Separate Financial Statements of the Company for 2019.

3. Information on major transactions concluded
In 2019, 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 to conclude such transactions, as well as transactions 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 parties to such transactions, stating
also the value, nature of relationship, and any information necessaty to assess the effect on the
financial position of the Company;

All related party sales and purchases are made at market conditions, except for transactions related to
the purchase and sale of electricity at regulated prices as determined by the Decision of the Energy and Water
Regulatory Commission (EWRC). The transactions with related parties do not deviate from the normal market
conditions. Kozloduy NPP EAD has not entered any transactions with related parties outside its usual
business over the reporting period.

Quantitative information of the related parties’ transactions is thoroughly disclosed in the Company’s
Annual Separate Financial Statements as at 31 December 2019.-(Note explanatory Appendix 35 “Related Party
Disclosures™).

5. Information on events and indicators of unusual for the Company nature, having a significant

impact on its business activities and its income and incurred expenses; assessment of their

impact on the cutrent year results;
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There were no events and indicators of unusual for the Company nature, having a significant impact

on its business activities and its income and incurred expenses, which have affected the current year activity

results.

6.

Information on off-balance sheet transactions: natute and business putpose; indicate the
financial impact of such transactions on the activities if the risk and benefits of these
transactions are material to the Company and if the disclosurte of such information is
significant for the assessment of the Company’s financial position;

The Company does not have any off-balance sheet transactions carried out in 2019. In terms of

other entity's assets, pledged as collateral, the Company reports off the balance sheet, as follows:

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

contracted terms for sales of clectricity;

- any insurances in favour of Kozloduy NPP EAD to cover the risk of customers’ default.

Available Received Discharged Available
Indicator as at ) X as at
01.01.2019 in 2019 in 2019 31.12.2019
Other entity's assets, pledged as compensation
/BGN '000/ 87,508 89,075 84,266 92,317
Received bank guarantees, denominated in BGN 64,169 37,160 72,992 28,337
Received bank guarantees, denominated in foreign _
currency (BGN equivalent) 23339 2,017 11,274 14,082
Received guarantees as per Insurance Contracts 49,898 49,898
7. Information on the Company’s patrticipating interests. Information on its major investments

in the country and abroad (in securities, financial instruments, intangible assets and real
propetty), as well as investments in equity securities outside its economic group, within the
meaning of the Accountancy Act, and the sources/methods of financing of these;

In 2019, the Company did not acquire any new participating interests, and did not engage in

investments in the country or abroad. The Company holds shares and investments only in Bulgaria:

information on the held assets is presented in detail in the Company’s Annual Separate Financial Statements as

at 31 December 2019.

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

The Company did not conclude any credit agreements in 2019. Comprehensive information on the

loans received is disclosed in the Company’s Annual Separate Financial Statements as at 31 December 2019.

9.

Information on the contracts, concluded by the Company, its subsidiaries or Parent Company,

in theit capacity of lenders; loan agreements, including the provision of guarantees of any
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kind, including to related parties, disclosing the specific terms and conditions under each,
including the matutrity and the purpose for which such were granted;

The Company did not conclude any loan agreements as a lender in 2019. According to a credit line
agreement No. 880080 of 07 October 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, to the amount of BGN 22,000 thousand, mtended for the construction of a
hydroelectric 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 15 July 2013. The loan shall be repaid n 22
installments, the amount of the first 2 installments being BGN 150 thousand (15 July 2013) and BGN 1,300
thousand (15 January 2014), respectively, and for the remainder 1/15 of the outstanding principal, after 15
January 2014, a repayment plan has been drawn up. In accordance with Annex No. 4, the annual interest rate
agreed is floating and equals the BIR plus 2.5% margin. The loan is secured by a promissory note. As at
31.12.2019, the loan had been regularly serviced. Repayment installments amounting to BGN 11,460 thousand

have been paid, while the loan remainder is BGN 10,540 thousand.

Detailed information on the movements and balances on the granted loans is disclosed in the

Company’s Annual Separate Financial Statements as at 31 December 2019.

10. Information on the use of funds from the new securities issue during the reporting period

No securities 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 had not published any financial results estimates.

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 main priority 1s focused on the provision of short- and medium-term cash flows for settling the
Company’s liabilities without entering the financial markets and in accordance with the financial and payment
conditions and the requirements of the Bulgarian legislation (such as the State Debt Act, and Decree of the
Council of Ministers in execution of the State Budget). The Group implements an effective financial
management and control system, through policies and procedures, designed to ensure confidence in the
achievement of the objectives of the Company, as set in the Business Programme. There are ongoing activities
to:

- ensure objective and accurate financial and economic information in order to take timely effective
preventative action to avoid potential threats;
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- ensure control of financial resources through periodic (daily, weekly) risk assessment (credit risk,
interest risk, liquidity risk, currency risk, and cash flow risk).

The Company does not face any difficulties in settling its liabilities. Detailed information on potential
threats and measures undertaken is presented herein above in the Report. The risks that Kozloduy NPP EAD
faces on the electricity market are mainly related to the Company's participation on the unregulated market,
chiefly due to difficulties in forecasting the market environment, and the unpredictability of the market prices

dynamics.

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

Indicator 31.12.2019 31.12.2018

Total debts

705,821 650,170
Cash and short-term deposits (395,583) 239725
Net debt

310,238 410,445
Long-term liabilities

364,462 421,500
Equity

2,681,323 2,611,209

Long-term liabilities/ Equity ratio
0.14 0.16

13. Assessment of the possibilities for realisation of the investment intentions, indication 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 current licences for operation of Units 5&06, and the measures identified
in the integrated programmes for continuous enhancement of the level of safety to Kozloduy NPP.
Implementing them will ensure the long-term operation of nuclear power units over the next 30 years, 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 investment
intentions are estimated on the basis of the amount of available funds as at 31 December, 2019, and the
estimates made in the Business Programme of the Company. It is envisaged to realise the nvestment
intentions with own funds, from the net profits realised (after deducted dividend in the amount of 50% of the
estimated financial results), and depreciation. At present the current forecast parameters do not envisage the

Company assuming new long-term debt, or making changes in the financing structure of this activity.

14. Information on any changes occutring 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;
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No changes in the core management principles of the Company and its economic group occurred mn

2019.

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;

In accordance with the Company’s specifics of a licensed operator of nuclear power facilities, an
effective financial management and control system has been established by policies and procedures developed
and designed to ensure confidence in the achievement of the Company’s objectives. The financial management
and control system has been developed to comply with the requirements of the Financial Management and
Control in the Public Sector Act (FMCPSA), and an internal auditing unit has been set up. Article 5, point 2 of
FMCPSA states that internal auditing 1s one of the tools to assess the adequacy and effectiveness of the
financial management and control system. In order to comply with the spirit of the law, the plant internal
auditing department planned and performed an auditing for assurance, to assess the adequacy of the financial
management and coatrol system in Kozloduy NPP EAD. The results of the 2019 audit showed that all
interconnected components of the financial management and control system such as control environment, risk
assessment, control activities, information and communication, and monitoring are available and built in
accordance with the requirements. Financial management and control have been integrated in the activity of
Kozloduy NPP EAD. The Company has a well-established and process-based management system that
guarantees good synchronisation in managing the risks assumed by the Company. Sufficient policies,
procedures and internal rules have been developed and implemented in accordance with the legislation in
force, taking into account the specificity in the implementation of the main activity of Kozloduy NPP EAD.
Upon finding any weaknesses in the system, the Company management takes the necessary adequate action to
remedy them. The Accounting Policies Manual comprises procedures, designed to ensure complete, true,
accurate and timely booking, which are in compliance with the Accountancy Act and the International
Financial Reporting Standards, endorsed by the European Union. The processing of financial-accounting
documents in the implementation of business processes is established under the Rules for Processing
Accounting Documents at Kozloduy NPP EAD. Permission, approval and authorisation procedures, a dual
signature system and procedutes for preventive, follow-up and current (ongoing) control of incutred costs are
implemented through the developed internal documents. Separate rules describe different types of rights and
obligations of the responsible persons, the scope of information, 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 to disclose in accordance with legal
regulations. The constructive environment for implementing control, in which all employees are aware of their

role and responsibilities, is the result of training and management standards and procedutes.

The Company applies the Financial Policy and Risk Management Policy adopted by BEH EAD. The
risk management policy of the Company is designed to identify and analyse risks, set limits for risk assumption
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and controls, monitor risks and their compliance with the established limits. These policies are subject to

periodic inspection in view of incorporating in them any changes that might have occurred in the market

conditions or the activity.

16. Information on any changes made to the management and supervisoty bodies during the

17.

reporting financial year

No changes were made duting the reporting year, 2019.

Information on the amount of temuneration, tewards and/or benefits paid by the Company
and its subsidiaries 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;

Salaries,

Name / Position including Compensations  Social costs Bor}fjses
{tantiémes)
bonuses
Nasko Asenov Mihov Chief Exccutive Officer and member of the 209 1 10 14
BoD

Zhaklen Yosif Cohen Member of the BoD 69 0 11 4
Ivan Todorov Yonchev Member of the BoD 69 0 11 4
. Chief Executive Officer and member of the ) -7 0 15

Ivan Todorov Andreev BoD until 27.11.2018
344 -0 32 37

18.

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

At present, the Company does is not aware of any agreements that in the future could lead to changes

in the relative share of stocks held by the sole owner of capital.

19.

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

As at 31 December 2019, there were no pending proceedings, regarding liabilities or receivables of

the Company, amounting to at least 10 per cent of its equity. The claims laid against the Company have their

legal grounds regarding labour and commercial disputes. The proceedings on these claims were not completed

by final court decisions as at the date of preparing of this statement.

20. Other information

The Company considers that there is no other relevant information that would be of importance to

the users.
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Non-Financial Statement
Information in accordance with art. 48, para.1 and para.2 of the Accountancy Act
Kozloduy NPP EAD is the only nuclear power plant in Bulgaria and the country's major electricity
producer, providing for more than one third of the national annual electricity generation.
Kozloduy NPP sells the generated electricity in the following segments of the Bulgarian energy
market:
. regulated market - sale to the public supplier NEK EAD under prices regulated by the
Energy and Water Regulatory Committee. The obligations to the regulated market (supply quotas) are
determined by the EWRC based on estimates of the end suppliers consumption;
. Non-regulated market - transactions with electricity at freely negotiated prices on an
organised exchange market, administered by the IBEX EAD:
- Day Ahead segment (DA) - hourly transactions at the clearing exchange price with account

taken of the Commitments under the agreement with the EC;
- Intraday segment (ID) - hourly transactions to settle current imbalances;

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

standard and non-standard long-term products;

- balancing market - remaining quantities (difference between planned sales and the actual

measured production).

. Supplying company’s facilities (art.119, paral of the Energy Act) and end customers
connected through their own electrical systems (art.119, para.2 of the Energy Act).

The long-term intentions of the Company's Management regarding the management of Kozloduy
NPP EAD are summarised in the Policy statement of Kozloduy NPP EAD Management Policy and the Policy
Statement of Kozloduy NPP EAD Management regarding the management policy of the Company posted on
the web site www. kznpp.org.

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

To achieve this goal the management of Kozloduy NPP EAD implements a Management System that

incorporates all the requirements towards the activities, in compliance with the following priorities:

o Top Level of Safety;

o Efficient and competitive production;

* Qualified, competent and motivated personnel;
o Financial stability.

The priorities as stated by the management are substantiated in policies:
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. Safety Management Policy of Kozloduy NPP EAD;

. Security Management Policy of Kozloduy NPP EAD;

o Quality Management Policy of Kozloduy NPP EAD;

. Environmental Management Policy of Kozloduy NPP EAD;

. Health and Safety Management Policy of Kozloduy NPP EAD;

. Business and Financial Management Policy of Kozloduy NPP EAD;

. Policy on Training and Qualification of Kozloduy NPP EAD personnel;
. Fire Safety Management Policy of Kozloduy NPP EAD;

. Human Resource Management Policy of Kozloduy NPP EAD.

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

Environmental issues

The management has declared its top priority in its Safety Management Policy, namely - nuclear safety
and radiological protection at stable operation of the nuclear facilities under the long-term operation
conditions in compliance with the licences issued by the NRA. The Company’s Management is committed to
maintain and develop the safety monitoring and assessment system with highly qualified, trained, and well-
motivated personnel for the conduct and control of the nuclear facilities’ operation in compliance with the
safety requirements as top priority of the integrated management system.

The organisational measures, technical requirements, allocation of responsibilities and delegation of
authorities required to ensure the optimum level of safety are secured in order to maintain the necessary safety
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-reactor pools, and in the on-site Spent
Nuclear Fuel Storage Facility and Dty Spent Nuclear Fuel Storage Facility.

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

the recommendations of the supervisory bodies, and also in compliance with the normative requirements on
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radiological protection and environmental protection. The RAW management activities are reported pursuant
to the licensing provisions of Units 5 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 IAEA, as well as the ALARA principle (as low as reasonably achievable personnel exposure). The collective
dose of the personnel and the contractor's staff who worked in the Radiologically Controlled Area of
Kozloduy NPP EAD in 2019 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 clearly determining the environmental
radiation parameters, establishing the compliance of the actual radiological status with the legislation in force in
the Republic of Bulgaria in this area, assessment of the changes and trends in the radiation conditions around
Kozloduy NPP EAD. There were no deviations of the radiological indicators above the admissible levels in
2019. The achieved results show that the equivalent dose rate of gamma-radiation varies within the limits of
the natural background radiation (0.05+0.15)uSv/h. The values, measured along the industrial site fence and in
the 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 associated with the activities implemented at Kozloduy NPP EAD site. As
a nuclear facilities operator, Kozloduy NPP EAD performs continuous, systematic and overall monitoring of
activities, products and services that have a negative impact on environment and health of the public in non-
radiological aspect. The Environment Management Policy is targeted at achieving goals related to the
protection of atmosphere and the purity of the atmospheric air, protection and management of waters in the
region, safe management, minimising and utilising the non-radioactive waste, energy efficiency and assessment
of the impact of used raw materials and materials on the environment, and last but not least, minimising the
risk of exposure to environmental damages and incidents.

Greenhouse gases emissions are formed in the atmosphere as a consequence of the operation of
diesel-generators and diesel-pumps, designed to provide emergency power supply for Kozloduy NPP safety
systems. These facilities are kept in “hot standby” and are periodically tested. Kozloduy NPP EAD holds a
greenhouse gases emissions permit No. 143-H2/2013 issued for the operation of these systems. The total
amount of CO2 emissions generated in 2019, as per the Company's report on reporting yearly emissions, is 469
tons. Compared to the conventional TPPs using coal, in the year 2019 Kozloduy NPP prevented the adverse
impact of emissions of about 19.5 mln tons of CO2, about 64 thousand tons of SO2, 14 tons of NOx, and 1.7
thousand tons of dust containing natural radioactivity.

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. The cooling waters are returned to the Danube river

without any changes to their chemical content, and very often even cleaner compared to the intake from the
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Danube. The waste water generated by the Company's activity is treated in specially designed and erected
treatment facilities - neutralisation pits and sludge and oil retainer. The residential waste water is treated in a
water purifying complex. Kozloduy NPP EAD performs periodical 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 internal
plant control. The results of the performed control of the waste waters discharged in the Danube river show
that they do not differ in terms of quality from those of the water taken to the plant. The values of the
individual monitored indicators are considerably lower than the individual emission limits as stipulated in the
permits for use of a water 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
decontamination. Reusable domestic waste, such as paper (carton), plastic, metal and glass packages, are also
collected separately in coloured waste bins specially located in the Company buildings. All separately collected
wastes are transferred for subsequent reuse or decontamination 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 plant's Landfill for non-radioactive
municipal and industrial wastes, that has been operated by Kozloduy NPP EAD since 2000.

One of the significant objectives of Kozloduy NPP EAD management is to develop the Company in
the area of energy efficiency, resulting from the national and the European legislation, by conducting active
policy aimed at reasonable use of energy, and energy and water resources. A major priority for Kozloduy NPP
EAD management is to achieve a steady trend for improving the energy consumption indicators in the long-
term, as an additional tool for improving the plant's financial position. In order to achieve this objective the
management implements an Energy Efficiency Increase Programme, by carrying out energy efficiecy measures
and constant energy monitoring of energy consumption, and undertaking remedial measures. All the above
described activities lead to direct improvement of air quality through reduction of the quantities of greenhouse
gases and fine dust particles released by the local heat generation plants, and the possibility for an increasing
number of citizens of the Republic of Bulgaria to use clean and cheap energy.

Social issues and personnel related issues

Ensuring and maintaining a sufficient number of highly qualified, trained and motivated personnel s
one of the top priorities of the Company. This management commitment is reflected in the Human Resource
Management Policy of the Company which forms part of Kozloduy NPP EAD Policies.

One of the major goals of the Human resource management policy is the application of a professional
recruitment system where the decision for employing new workers are based on educational and qualification
requirements, psychological traits, medical indications for work in ionizing radiation environment, regardless of

nationality or ethnic origin, age, sex, race, religion, origin, sexual and political orientation, family status and
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physical disabilities, exclusive of the case when, as a consequence of the work nature, sex, age and health
condition, respectively, are substantial elements to be considered.

Equal rights and opportunities for work, development and career promotion ate provided, depending
solely on the initiative, professional qualification, experience gained and personal qualities of the employees, as
well as their performance results. The Plant management has made a formal commitment to increase the
percentage of women in the Company's management levels. As at the end of 2019 the Company employs 3,722
workers and employees, 1,164 of which are women. Women occupy both higher operative and higher
management positions in the Company. About 25% of the managing positions are taken by women, and the
share of women at the 1st and 2nd management level is 30 %. Among the employees promoted to higher
positions in 2019, 34% are women. Kozloduy NPP has a successful partnership and supports the local section
of the Women in Nuclear - Bulgaria association, in achieving one of the major goals of the association - to
support and encourage the creative and professional fulfilment of its members, as well as to organise a number
of educational initiatives.

The justified 30-year extension of the units’ life and renewal of their operating licences for the next 10
years imposed a specific focus in respect of the Company’s human resource management strategy, namely to
attract young specialists. To that end every year Kozloduy NPP welcomes the conducting of: group practical
training or specialisation training for students; paid group specialisation practical training for students; paid and
unpaid individual summer students internship. These activities are implemented in line with the requirements
of an approved Administrative procedure. In 2019, the Company continued the scholarship programme for
priority majors which had started in 2018. In May, 4 students became scholars of Kozloduy NPP, while in
November they were 8. Since 2019, in order to attract students to the engineering specialities, a scholarship for
first year students in these specialities was granted.

In 2019, the first steps towards dual training with the Kozloduy vocational school for nuclear energy,
Igor Kurchatov, were taken. Apart from that, experts of the Plant took part in a number of forums and
meetings on career guidance of high school, college, and university students.

In compliance with the licensing provisions, in 2019, personnel recruitment continued based on a
professional recruitment system, observing the educational and qualification degree and other requirements
specified in the job descriptions. A regular reception of documents from higher education specialists in the
Company's priority majors has also been announced.

Kozloduy NPP EAD establishes and maintains good employment relationships, based on respect for
personality, protection of rights and interests of employees and their social welfare. The Company duly abides
by the Constitution and the laws in the country, in particular all the regulatory acts dealing with employment
relationships. The Company ensures conditions for full-time employment of workers and employees under
employment contract. Short-term employment contracts are signed annually for a short period of time, for the
implementation of seasonal works, such as snow removal - in winter, and for attending the recreational centres

- in summer time, as well as for substitution of absent workers or employees.
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The Employer's responsibility to ensure the required technical provisions, facilities, raw materials,
materials, energy, tools, working clothes, personal protective equipment, etc., and adequate conditions to
ensure normal performance of employment duties, is guaranteed by the collective labour agreement.

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

For the purposes of the transparent policy on selection, recruitment and reappointment of personnel,
the Employer uses information displays and the Company’s intranet to announce the vacancies, application
requirements, as well as the results of each recruitment stage.

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

The Trade Union organisations at Kozloduy NPP EAD and the Company's Management sign a
Collective Labour Agreement which settles the employment, social contribution, and social relations which
have not been settled by the imperative provisions of the law, and ensures that the Employer respects its
commitments to guarantee the personnel rights. In 2019, a new Collective Labour Agreement became effective
between Ko EAD on the one hand and 5 of the Company's trade union organisations on the other hand. In
pursuance of its commitments under the Collective Labour Agreement, upon a written request by a trade
union organisations, the Employer is obliged to present information on the financial and economic position of
the Company.

In order to ensure that the rights of workers and employees are respected, the trade union
organisations take part in the preparation of the Plant interior regulations and the Plant regulations on salaries.
Representatives of the trade union organisations participate in the committee for allocation of accommodation
owned by Kozloduy NPP EAD, work conditions committee, as well as the committee on transfer to a motre
appropriate job (for reasons of health). A Medicine and Treatment Aid Committee was set up as 2 consultative
body of the employer, with representatives of the trade unions to support the decision-making on the
expenditure of a portion of the Cultural and Amenity Services Fund for workers and employees with health
issues.

Based on Regulation No. 11 of 21.12.2005 on determining the terms and procedute for ensuring free
food and/or supplements to it, the workers in ionizing radiation environment are provided with free food
and/or supplements to it. Additionally, the Employer provides the off-site staff with means for cheaper food.

The Company grants its employees additional off-work days as well as an opportunity to use free
transport to work.

The Company workers and employees are provided with additional voluntary retirement social
insurance at Employer’s expense. In 2019, an insurance contract was concluded covering a large number of

medical and non-medical services organised as the following packages:
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— Outpatient medical care;

— Hospital medical care;

~ Sanatorifum treatment;

~ Sanitary transportation;

— Recovery expenses for medicines and consumables.

The Occupational Medical Service, which is part of the Company's administrative structure,
performs periodic medical examinations, healthcare servicing, and 24-hour reliable urgent medical assistance to
the Company staff. It performs activities related to ensuring health and safety at work to the Company
personnel, as well as developing and participating in the implementation of measures to manage and reduce the
risks related to health and safety at work.

In view of the health prophylaxis, complete recreation and cultural life of the Company employees
and their families, several social facilities are kept at their disposal - recreational centres, sports and recovery
complex, Power Engineers Cultural Centre, etc., where a wide range of health, social and cultural activities are
developed.

There are 32 active spott clubs of more than 600 members at the Plant. Apart from the popular
sports like: volleyball, tennis, table tennis, football, athletics, swimming, rowing, badminton, judo, other sports
are also practised, such as: Yoga, tourism, aeromodelling, tug of war, paintball, hunt shooting, armwrestling,
off-road driving, petanque, etc. Each sport club has its annual budget and competition schedule depending on
the number of events. The clubs are comprised of company staff, retired employees, as well as members of
their families. More than 150 sport events are organised and held every year. Until now, employees of the
Company have won 16 Complex Cups from participation in the Traditional International Sport Festival at
Albena resort attended by more than 1,200-1,300 athletes from around the world. Kozloduy NPP has also
been complex champion 17 times at the Bulgatian Nuclear Work Field Day which is attended by all the major
companies of the energy sector. During the recent years, it has become a tradition to organise sports events for
the Power Engineers Day festivities which are held several days before the official date. More than 300-350
people take part in the competitions. The competitions held during the year included 12 different sports:
football, air rifle shooting, beach volleyball, tennis, table tennis, swimming, petanque, chess, backgammon,
darts, off-road driving, aeromodelling. The Christmas sports events in December include 9 sports: football,
table tennis, darts, swimming, chess, streetball, backgammon, contract bridge, and badminton which also
attract interest and participation. One of the most popular events is the swimming across the Danube which s
held on the last Saturday of August traditionally. It was attended by 44 people this year. Winter sport lovers
may benefit from the ski camp organised yearly in the course of a week in different number of skier groups
depending on the interest. The camp was attended by 102 people this winter. The tourism club organises and
hosts events on 2 monthly basis at various places.

Workers are provided with opportunities for recovery at the Plant sports and spa facilities in

Kozloduy.
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The Power Engineers Cultural Centre is a place where various cultural and educational forms and
programmes are carried out to fully satisfy the cultural 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. In 2019, the 45th anniversary of the
nuclear power plant official commissioning was celebrated at the Power Engineers Cultural Centre. Several
generations of nuclear engineers and a many guests attended the official ceremony. The entertainment
programme was focused on a number of awards for important professional contribution to the achievements
of Kozloduy NPP.

The Plant employees and their families are provided with the opportunity to benefit from service
accommodation and hostels owned by the Company and use the social facilities at preferential prices.

The Company provides care also for its retired workers and employees. They can also benefit from
the social facilities at preferential prices. Financial resources are also allocated to support the activity of the
Pensioners' Club, thus encouraging the social life of the retired people.

The Company management is pursuing a policy of acknowledging the critical role of high qualification
of the personnel to ensure the safe operation of the nuclear power plant. This is defined in the Personnel
Training and Qualification Policy of Kozloduy NPP EAD.

The NPP operation is catried 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 and control of nuclear safety and radiation
protection are cartied out by qualified people, who are licensed under the procedure of the Regulation on the
terms and procedure for obtaining of vocational qualification and on the procedure for issuing of licenses for
specialised training and of individual licenses for use of nuclear power.

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

A staff training and qualification system was set up, in compliance with the international standards and
the national requirements, which is an integral part of the Kozloduy NPP management system. The Plant has
its own Training Centre, which provides conditions for conducting specialised training, disposing of a full
scope simulator for VVER-1000 reactor units. Compulsory initial training and continuous specialised training
for activities in nuclear facilities and activities with ionizing radiation sources are conducted at the Company.
The scope, topics, forms and sequence of the training are defined in training programmes, training time
schedules, initial and continuous training programmes for the full scope simulator, and upon training requests.
The yearly average number of training hours per employee is 27.

The Employer encourages the staff education enhancement. To that end the Company provides
additional paid leave to workers and employees who continue their education in specialities which offer an

opportunity for career development in the Company. The workers and employees are provided with
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opportunities to participate in various professional meetings, forums and seminars, in order to share experience
and enhance their qualification.

The Plant Rules on Salaries and Collective Labour Agreement are used as a basis to create organisation
for effective management of labour payment at Kozloduy NPP and ensure prevention of discrimination or
unequal treatment of workers and employees when determining their individual work remunerations.

These rules define the issues related to:

- labour payment system;

- accounting of the work time;

- minimal base work salaries according to the positions;

- types of additional labour remunerations;

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

The labour payment system at Kozloduy NPP is based on the time worked and the quality of the
performance, i.e. the amount of the base pay is directly dependent on the time worked and a bonus in the form
of additional labour remuneration (monthly bonus) for the results achieved.

The amount of the monthly base pay of the workers and employees is contracted in an individual
employment contract between the parties which are in employment relations, the latter being no less than the
minimal salary for the relevant position.

An annual individual performance assessment of the Company personnel is used to determine the
specific needs of each worker or employee to enhance his/her professional or personal competence and create
conditions for implementing fair and transparent procedures for professional and career promotion. This
process is defined in an administrative procedure.

Every year, at a special ceremony, the Company awards “The Best Performance” prize in certain
professional areas, as part of the Power Engineers Day festivities, in order to distinguish and motivate the most
prominent plant workers and employees. For the first time, in 2019, an award was given for collective
contribution in the category “Safety First”. It is aimed at encouraging the formation and development of a
healthy safety culture at the work place.

Health and safety at work

The policy on ensuring health and safety at work as pursued by the Company is with specific
formulations and an organisation for its implementation and management has been established. The policy is
adequately promoted in order to be understood, applied and maintained at all levels through visualisation
materials, publications in the internal information system, staff training, personal example. The Health and
Safety Management Policy is implemented applying all its underlying principles. In order to successfully
implement the Health and Safety Management Policy, Kozloduy NPP EAD management requires from all its
managers, employees and workers, as well as all contractor workers on the plant territory, to demonstrate high
professionalism and responsible behaviour in their every day work, regarding safety and health at work, and
everyone must strictly observe the requirements specified in the documents of the health and safety at work

management system.
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A complex of organisational and technical measures for ensuring safe working environment has been
set up to protect the life, safety and working ability of the workers and employees. For the safe and healthy
implementation of the labour process, it is of particular importance for the participants in this process to be
completely familiar with their rights, obligations and responsibilities. Therefore, adequately trained and
instructed people, having the required qualification and licensing are allowed to perform the respective labour
activities. The workers are continuously informed, through procedures for safe operation, good practice
examples, continuous trainings, and opportunities to enhance their qualification. Collective protection
equipment is provided. Constant control is performed on the actual status of the working environment. All the
possibilities for upgrading of the work equipment have been utilised with a view to ensuring higher degree of
safety.

Preserving the personnel life, health and working capacity in their labour activity is one of the
Company's major goals. The work places are ergonomically arranged. All the employees /workers are provided
with personal protective equipment depending on the specifics of the work places, potential hazards and the
risk at work. The Company provides continuous medical service, including rendering first aid through the plant
Occupational Medicine Service and a team of specialists that attend the medical centre. Prophylactic medical
examinations are organised, their frequency is determined by the nature of the work, working conditions and
the age of the workers/employees. Reduced working hours are introduced, as well as defined hours of work
and breaks, and free food.

Constant monitoring of the work environment factors 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, but 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 otrder to achieve 2 minimum number of industrial accidents, injuries and incidents at work, and with
a view of preserving the security, health and welfare of the whole plant personnel, including that of external
companies and organisations working on the territory of Kozloduy NPP EAD, as a prventive measure, any
industrial incidents that occur on the tertitory of Kozloduy NPP EAD are analysed on an equal footing with
the industrial accidents, although they did not lead to loss of working time and capacity. In other words, to
eliminate the risks in a proactive and preventive manner, before they cause injuries to the workers.

Measures for continuous improvement of the working conditions are planned - replacement of
window joinery, placing air-conditioning with adequate output to optimise the micro climate all year round,
replacement of outworn equipment with new ergonomic one.

An Work Conditions Committee has been set up as a consultative body of the CEO on issues related
to health and safety at work. The Work Conditions Committee works closely with the specialised plant and
departments involved in creating and ensuring health and safety at work.

The Medicine and Treatment Aid Committee assists in keeping the personnel fit, strengthening and

recovery of their health.
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A contract with an insurance company was concluded for “Additional voluntary health insurance of
the Kozloduy NPP EAD workers and employees and their families”.

A health and recreation centre is established and designed to preserve and strengthen the health and
working capacity of the workers/employees, as well as prophylaxis of people with frequent illnesses or chronic
diseases. The recovery centre is furnished with medical and fitness equipment to facilitate the good
accomplishment of the recovery process.

To assess the achievement of the set goals, specific and functional performance indicators are used.
The industrial accident rate at Kozloduy NPP EAD is of values that are considerably lower than the average
values for the industry, and the country in general.

Human Rights Issues

Kozloduy NPP EAD is a member of the UN Global Compact of 30.03.2012. As a Member of the
network it commits to observe the ten principles of the Global Compact, aimed at implementation of
responsible business practices in the field of human rights, labour standards, environmental protection and
anti-corruption. Kozloduy NPP published a Progress report on an annual basis. In 2019, together with the
Chamber of Commerce and Industry of Vratsa and the Bulgarian network of the UN Global Compact, the
Company held a regional forum entitled “The business as a drive for well-being” gathering local and national
socially responsible companies as well as representatives of the local authorities from Vratsa and Kozloduy.
The meeting was aimed at identifying good practices in respect of corporate social responsibility in order to
find an efficient way to positively change the society.

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

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

The Code of Ethics is a document describing the moral-cthical norms and rules which add to the
existing internal documents, and contribute to the personal judgement and responsibility of the people working
at the nuclear power plant when carrying out their professional duties. The Plant's pursuit is to turn these
principles into a part of the strategy, culture and everyday activity of the Company. The Code of Ethics is
based on the following core values:

Safety First;

Commitment, mutual respect and recognition;

Personal accountability and respectability at work;

Strive for improvement;

Learning.

The Code of Ethics is published in the internal information system and on the Company internet site,

and it is expected to be respected also by the contractors' personnel, working on Kozloduy NPP EAD site.
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Kozloduy NPP EAD is a socially responsible company. Joint initiatives with the municipalities in the
region and voluntary initiatives resulting 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, infrastructure
and health care improvement, as well as in the area of education, science, culture, and sport.

The activities implemented with the support of Kozloduy NPP EAD in 2019 include
repair and restoration of public buildings and sites, endowment of assets to social institutions, purchase of
medical equipment and supporting health establishments. The Company's employees make numerous
donations for the treatment of people in need as well as blood donations.

In the area of science, culture and education the Company assisted for the improvement of the
resource base in schools, organising of tournaments and school competitions, conferences and scientific
works.

With the signed Collective Labour Agreement and the Plant Interior Regulations, the Employer
commits to respond within one month to written applications, requests and warnings /complaints/ filed by the
workers. The established internal information system is part of the Management communication policy, and
the "Opinions" and "Question of the Week" sections provide an opportunity for the staff to ask questions, to
state their opinions, and to receive answers by the senior management to various employment, social and other
questions.

A survey of the personnel motivation is carried on an annual basis to obtain feedback and to improve
the human resources management activity. Based on the results, corrective actions are proposed for the
problematic areas and an action plan for the next year is prepared.

Anti-corruption and anti-bribery issues

As part of the Bulgarian Energy Holding EAD, the Company applies the Sectoral 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, ensuting transparent management and accountability in the
activity of the Ministry of Energy and in the trading companies in which the state holds over 50 % share in
the equity.

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

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

e Via a mailbox placed at the entrance of Kozloduy NPP EAD Management administrative
building;

o Via the e-mail on the following address: signal(@npp.bg;

o IHotline: +359 973 76262.
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These alerts are examined applying the principle of information confidentiality and protection of the
whistleblowers' anonymity. An administrative procedure has also been implemented for the registration and
work on the corruption and/or conflict of interest alerts, and for protection of whistleblowers. The
employees who have direct relation to the fight against corruption in the Company were adequately trained
on the topic of Anticorruption. Continuous professional training is foreseen in this area in order to ensure
the required expertise to counteract corruption.

In 2019, there were no alerts on corruption and/or conflict of interests in the Company, and no

cases of corruption/corruption practices have been identified.

Outlook on environmental and social policies.

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

protection.

Kozloduy NPP EAD implements a programme for maintaining and enhancing safety for the period
2019-2021 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 normative 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 reliability of barriers. Every year, a new three-year programme
for maintaining and increasing of safety is issued in order to achieve information update and provide

continuous control on the measures implementation progress.

A programme for improving safety culture as well as security culture at the power plant is ongoing.
The activities for improving safety culture stipulated in the programme are directly related to leadership for
safety, improvement of human performance, personal accountability and team work, encouragement of no-
blame work environment and reporting of problems and errors, document optimisation, human resource
management as well as transfer and preservation of knowledge. In respect of security culture, the activities are
focused on broader communication to the staff of the issues related to ensuring the security of the nuclear
facilities, including preparation of the required information materials for the contractors’ staff, review, update,

and finalisation of training materials as well as conduct of training.

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

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

environmental and social policies.

Date: 09/03/2020 /
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INDEPENDENT AUDITOR’S REPORT
TO THE SOLE SHAREHOLDER OF
NPP KOZLODUY EAD

Report on the Audit of the Separate Financial Statements
Qualified Opinion

We have audited the separate financial statements of NPP KOZLODUY EAD (the Company), which
comprise the separate statement of financial position as at 31 December 2019, and the separate
statement of profit or loss and other comprehensive income, separate statement of changes in equity and
separate statement of cash flows for the year then ended, and notes to the separate financial statements,
including a summary of significant accounting policies.

In our opinion, except for the possible effects of the matter, described in the “Basis for Qualified Opinion”
section of our report the accompanying separate financial statements present fairly, in all material
respects, the financial position of the Company as at 31 December 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 is disclosed in Note 4.23.9 “Provisions - Provision for decommissioning of nuclear facilities” of the
separate financial statements as at 31 December 2019, 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 asset’s value
can be reliably determined. We were not provided with an assessment of these future expenses and any
related reimbursements. Consequently, we were not able to become convinced with reasonable
assurance about assessment of provisions and related receivables as at 31 December 2019.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the “Auditor’'s Responsibilities for the Audit
of the Separate Financial Statements” section of our report. We are independent of the Company in
accordance with the International Ethics Standards Board for Accountants’ 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
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the Accountancy Act, but does not include the separate financial statements and our auditor's report
thereon.

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

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

As described in the “Basis for Qualified Opinion” section, we were unable to obtain sufficient and
appropriate audit evidence about the assessment of provision for decommissioning of nuclear facilities
and the related receivables of the Company as at 31 December 2019. 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 | Our audit procedures include, but are not limited
as an accounting policy for subsequent | to, the following procedures:

measurement of 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 during the reporting period;

o We reviewed the Company process about

As of 31 December 2019 the revalued value of . )
assets revaluation and controls applied;

land, buildings, machinery and equipment
amounts to BGN 2219 553 thousand, and the | » We assessed the qualification and objectivity of
revaluation reserve amounts to BGN 1400 140 the independent certified appraiser, expert
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thousand.

Revaluations are performed by a independent
certified appraiser with sufficient frequency so that
the carrying amount does not differ materially
from the value that would have been determined
if fair values were used at the end of each
reporting period. The last revaluation of the
Company was performed for the period ending on
31 December 2018.

The assets subject to revaluation are specific and
specialized, strictly related to the Company
activity and the alternative use of a significant part
of them is impossible or difficult. Therefore,
another use by the market participants is unlikely
to maximize the value of the assets, and based on
that it is considered that their 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.

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 the requirements of IFRS 13
‘Fair value measurement’;

e We have obtained an understanding and
assessed the reasonableness of the key
outputs calculated by the independent certified
appraiser, expert external for the Company, as
well as key judgments and assumptions;

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

As of 31 December 2019, 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 57 277
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 an estimate made by an external
independent valuer engaged by the Company.

The appraiser has used the amortized cost
method, which is part of the cost approach. The
valuation is influenced by assumptions about
replacement value, physical, functional and
economic depreciation of the assets, residual
salvage life.

As a review of the impairment of non-current
assets held for distribution to owners requires
material judgments by the management of the
Company, as well as significant uncertainty
related to the inputs used and assumptions in

our audit

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

o 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;

e 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 the requirements of IFRS 13
‘Fair value measurement’;

e We have obtained an understanding and
assessed the reasonableness of the key outputs
calculated by the independent certified appraiser,
expert external for the Company, as well as key
judgments and assumptions;

« Verification that the criteria for determining the

classification, measurement and accounting
treatment of assets held for distribution under
IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations exist as of 31
December 2019;

e 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.
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determining their fair values, the impairment of
these assets may have a significant effect on the
financial results of the Company as of December
31, 2019, which is why we have identified this

issue as a key audit issue.

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

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

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

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

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

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

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

— 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
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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 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.

hib.bg

149-151, Konstantin Velichkov bivd., Sofia 1309, Bulgaria
TEL: +359 (2)920 2201 FAX: +359 (2)920 3665 EMAIL: office@hlb.bg



HLB)BULGARIA

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 2019 by the Minutes Ne E-P[1-
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 2019
represents 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 ” LA ——
Oy iS= Crg
Manager: - _(l/ 7/ Codua
Veronika Revalska & Per. Ne 017
&
. v?

2
7 64 Buaraptt
Registered auditor, responsible or-the-audit—

Svetlana Paviova 1}@/ \L\

30 March 2020
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Separate Statement of Financial Position

Assets

Non-current assets

Property, plant and equipment
Intangible assets

Investment properties

Investments in subsidiaries

Loans granted to related parties
Related parties recetvables

Long-term trade and other receivables
Equity instruments at fair value through other
comprehensive income (OCI)
Non-current assets

Current assets

Nuclear Fuel

Inventories

Trade and other receivables
Loans granted to related parties
Related parties recetvables
Income tax payments

Cash and cash equivalents

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

Total assets

L/
Al 1/
Prepared by: Q//é:)d Vv

/ Margaxitatﬁankova /

Date: 09 March 2020

Note 31 December 31 December
2019 2018

BGN '000 BGN '000

5 2,408,171 2,544,339

6 8,672 9,732

7 4,120 4,100

8 15,161 15,161
35.2 8,289 9,751
35.1 - 7,529
9 3,818 3,261

10 457 466
2,448,688 2,594,339

12 303,607 213,962
13 54,303 60,018
14 70,624 43,192
352 2,374 2,334
351 53,924 107,809
764 -

15 395,583 239,725
881,179 667,040

16 57277 -
938,456 /4 667,040

3,387,144 /] /] 3,261,379

OuHancos orusT,

BBDXY KOUTO CME VI3[aIM DanTomcy

AoxKnan C hara:

#

The accompanying notes, pages 8 to 72, form an integral part of these separate financial statements. 1



o

i

huih

Kozladuy NPP EAD
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Separate Statement of Financial Position (continued)

Equity and labilities

Equity

Share capital

Legal reserves

Revaluation reserve of non-financial assets
Revaluation reserve of defined benefit plans
Revaluation reserve of financial assets at fair value
Other reserves

Retained earnings

Total equity

Liabilities

Non-current liabilities

Borrowings

Retained amounts under construction contracts
Financing

Pension and other employee obligations
Long-term trade and other liabilities

Deferred tax liabilities

Non-current liabilities

Current liabilities

Trade and other payables

Related parties payables

Borrowings

Financing

Retained amounts under construction contracts
Pension and other employee obligations
Provision for spent nuclear fuel and others
Income tax liabilities

Liabilities included in disposal groups classified as
non-current assets held for distribution to owners
Current liabilities

Total liabilities

Total equity and liabilities

Mj { 4/]
Prepared by:

/Margarita Mankova /

Date: 09 March 2020

Per. Ne 017
Q@

ettt it AR %
"7 By Ebmu‘g’ﬁ//

The accompanying notes, pages 8 to 72, form an integral pa

Note 31 December 31 December
2019 2018

BGN '000 BGN '000

17.1 244,585 244,585
17.2 24,458 24,458
173 1,400,140 1,400,874
(70,375) (45,698)

203 211

174 676,667 826,667
405,645 160,112

2,681,323 2,611,209

18 10,879 33,127
19 978 863
20 106,966 154,616
21 84,707 50,665
22 13,181 18,656
11 147,751 163,573
364,462 421,500

22 143,749 122,847
35.1 5,424 1,589
18 22,833 33,890
20 4,340 4,435
19 3,210 4,971
21 34,272 14,423
23 81,652 41,775

- 4,740

295,480 228,670

16 45879 /] -
341,359 228,670

705,821 650,170

3,387,144 |, 3,261,379

waHam,oa
BBPXY KOWTO CME UB[ANU DLV %)
Aoknan ¢ para:

-Of these separate financial statements.



Korloduy NPP EAD
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Separate Statement of Profit or Loss and Other Comprehensive

Income for the year ended 31 December
Note 2019 2018
BGN '000 BGN '000
Revenue from sale of electricity 1,312,117 1,099,058
Revenue from sale of heat energy 1,933 2,007
Revenue from sale of production 24 1,314,050 1,101,065
Income from financing 4,081 5,560
Other revenues and incomes 25 9,645 8,192
Gains from sale of non-current assets 3 3,017
Change in the fair value of investment properties 20 6
Cost of materials 27 (134,162) (151,929)
Hired services expenses 28 (134,489) (131,497)
Employee benefits expenses 29 (234,521) (211,892)
Provisions for post-employment benefit plans (40,862) (8,799)
Depreciation and amortisation costs, and revaluation of PPE 5.6 (168,977) (198,571)
Provisions costs 30 (39,881) (41,118)
Impairment costs/reversed impairment on financial assets
(net) 31 477 (6,239)
Other expenses 32 (210,138) (187,177)
Cost of goods sold and other current assets (670) (555)
Change in work in progress (9,409) (2,163)
Acquisition of self-constructed machinery, plant and
equipment 3,850 112
Operating profit 359,017 178,012
Financial costs 33 (2,117) (2,526)
Financial income , 33 4,006 5,546
Profit before tax 360,906 181,032
- Income tax expenses 34 (36,014 (17,486)
Profit for the year from continuing operations 324,892 163,546
Profit for the year from discontinued operations 16 - f -
Profit for the year 324,892 /| 163,546

3 !
Prepared by: M/M iy /j@?@w

/Margarita Mankova/

Date: 09 March 2020

\ A *
N @%:sz}zi‘f?j%
s The Separate Financial Statements were approved for issue by decision of the Board-6et. Directats on 20 March 2020.

MuHaxcos oTuar,
BBDXY KOWUTO CME W30anu OauTont::)
[oKnag ¢ nara;

r
. 30. 03, 2020
L =

The accompanying notes, pages 8 to 72, form an integral partofth€se separate financial statements. 3
panying pag gral p
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Kozloduy NPP EAD
Separate Financ ai Sratements
31 December 2019

Separate Statement of Profit or Loss and Other Comprehensive

Income for the year ended 31 December
(continued)

Note
Profit for the year
Other comprehensive income:
Items that will not be reclassified subsequently to profit or loss:
Revaluation of defined benefit liabilides 21
Revaluation of non-financial assets 5

Change in the fair value of financial instruments at fair

value through other comprehensive income

~losses for the current period

Income tax relating to items not reclassified 11
Other comprehensive income for the year, net of tax

Total comprehensive income for the year

5
Prepared by: Cj

/ Margaut\{ Mankova/

Date: 09 March 2020

2019 2018
BGN '000 BGN '000
324,892 163,546
(27,419) (11,781)

- 18,969

©) (59)

2,743 (713)
(24,685) 6,416
300,207 169,962

The Separate Financial Statements were approved for issue by decision of the Board of Directors on 20 March 2020.

Audit firm
HLB Bulgama Q@ T

Durancos oTusr,
BbDXY KOWTO C@ H333NHW OONTODPCKHK
Aoknajc nara:

Yy

The accompanying notes, pages 8 to 72, form an integral part of these separate financial statements.
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Kozloduy NPP EAD
Separtate Financial Statements
31 December 2019

Separate cash flow statement for the year, ended 31 December

Operating activities

Cash receipts from customers

Cash paid to suppliers

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

Cash paid to the RAW Fund, NFD Fund, and SES Fund

(Paid to)/receipts from income taxes

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

Cash flows related to insurance

Other cash flows from operating activities

Net cash flows from continuing operations

Net cash flows from operating activity

Investing activity
Purchase of property, plant, and equipment

Proceeds from disposals of property, plant, and equipment

Loan repayments received

Interest received

Dividends received

Net cash flows from investing activity
Financing activity

Repayments of borrowings

Leasing payments

Interest paid

Dividends paid

Net cash flows from financing activity

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Effect from expected credit losses under IFRS 9
Cash and cash equivalents at the end of the year

]
Prepared by: M 5/1//17? ’g

/ Marganta\ﬂflankova /

i
i

Date: 09 March 2020

Note 2019 2018
BGN '000 BGN '000
1,558,261 1,305,614
(339,827) (297,655)
(242,092) (208,289)
@7 (36)
(202,330) (168,138)
(54,598) (28,310)
(185,840) (162,987)
(15,478) (15,315)
(5,608) 33,193
512,461 458,077
512,461 458,077
(94,865) (85,001)
4 3,227
35.2 2,200 2,200
35.2 308 364
869 991
(91,484) (78,309)
(33,005) (38,872)
(116) -
(1,385) (1,855)
(230,056) (276,613)
(264,562) (317,340)
156,41 62,428
239,7/!2 178,211
(#50) (914)
15 395,583 239,725
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The accompanying notes, pages 8 to 72, form an integ 1p"
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Kozloduy NPP EAD
Separate Financial Statements
31 December 2019

Notes to the Separate Financial Statements

1. Principal activities

Kozloduy NPP EAD ("the Company") is a single-owner shareholding company, established by virtue of
Decision No 582 from 2000 of Vratsa District Court. The Company is registered in the town of
Kozloduy 3321, Vratsa District, Bulgaria. 3321. The Company was established as a shareholding company
on 28 April 2000 with a sole owner - the Republic of Bulgaria through spin-off from 'Natsionalna
Elektricheska Kompania' EAD (NEK EAD). The company is a legal successor of the respective portion
of assets and liabilities of NEK EAD, Sofia, in accordance with the Separation Protocol for the Kozloduy
NPP branch and GUP Atomenergoinvest, Kozloduy, compiled and based on the available accounting
records dated 28 April 2000. As of 18 September 2008, the rights of sole shareholder of the Company ate
exercised by the Ministry of Economy and Energy through the incorporated 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 2019, Bulgarian Energy Holding EAD is the sole owner of the Company share
capital. The Company's ultimate owner is the Republic of Bulgaria through the Ministry of Energy.

The Company has a one-tier management system and is managed by a Board of Directors with the
following members as at 31 December 2018:

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

As at 31 December 2019, the Company is tepresented by the Chief Executive Officer Nasko Mihov.

As at 31 December 2019, the number of the staff employed by the Company under employment
contracts is 3.722 (31 December 2018: 3.663).

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 (IFRS) as developed and issued by the International
Accounting Standards Board (IASB), adopted by the European Union (EU).

The separate financial statements 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 stated in accordance with IFRS 10
"Consolidated Financial Statements."”

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

As at the date of preparation of the current separate financial statements, the management has analysed
the Company' 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 going concern principle is appropriate for the
preparation of the separate financial statements.
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Kozloduy NPP EAD
Separate Financial Statements
31 December 2019

3. Changes in accounting policy

3.1. New standards, amendments, and interpretations of the IFRS which came into effect as of 1
January 2019

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 starting on 01 January 2019:

e JFRS 16 "Leases"

This standards supersedes the instructions of IAS 17 "Leases" together with three interpretations (IFRS
Interpretations Committee, Interpretation 4 Determining whether an agreement contains a lease, SIC-15
Operating leases - Incentives, and SIC-27 Evaluating the Substance of Transactions in the Legal Form of
a Lease) and introduces significant changes in the reporting of leases, in particular on the part of the
lessees.

According to IAS 17 the lessors were required to distinguish between financial lease (recognised in the
balance) and operating lease (recognised off-balance). IFRS 16 requires that lessees recognise lease
obligation reflecting future lease payments, and "right to use an asset” for almost all lease contracts. IASB
has included a right of option for some short-term leases and leases of low-value assets, and this
exception can only be applied by lessees.

The accounting on the part of the lessors remains almost unchanged.

In compliance with IFRS 16, a contract is, or contains, a lease if it conveys the right to control the use of
the asset for a period of time in exchange for consideration.

On 01.01.2019 the Company has reviewed all agreements in the light of the new IFRS 16. The standard
concerns mainly the operating leases of the Company in its capacity of a lessee. As at the date of the
financial statements the irrevocable commitments under contracts for operating leases are of insignificant
value. The review showed that the main portion of the contracts, falling within the scope of IFRS 16,
have short terms and are contracts of low value which continue to be recognised on the straight-line basis
as current costs in profit or loss.

The Company applied the following new standards, amendments, and interpretations of the IFRS
developed and published by the International Accounting Standards Board which are mandatory for the
yeat starting on 01 January 2019 but have no material effect of their application on the financial result and
the financial position of the Company:

e IFRS 9 “Financial instruments” (amended) - Prepayment Features with Negative Compensation,
effective as of 01 January 2019, adopted by the EU;
e IAS 28 “Investments in Associates and Joint Ventures” (amended) — Long-term Interests in
Associates and Joint Ventures, effective as of 01 January 2019, not yet adopted by the EU;
e IAS 19 “Employee Benefits” (amended) — Plan Amendment, Curtailment or Settlement —
effective as of 01 January 2019, not yet adopted by the EU;
e JFRIC 23 “Uncertainty over Income Tax Treatments”, effective as of 01 January 2019, not vet
adopted by the EU.
e  Annual improvements to IFRSs 2015-2017, effective as of 01 January 2019, not yet adopted by
the EU.
These amendments comprise insignificant changes in:
o IFRS 3 “Business Combinations” - a company revaluates its previously held interest in a
joint operation when it obtains control of the business.
o IFRS 11 “Joint Arrangements” - a company does not revaluate its previously held
interest in a joint operation when it obtains joint control of the business.



uipad

Kozloduy NPP EAD
Separate Financial Statements
31 December 2019

o IAS 12 “Income Taxes” - a company accounts for all income tax consequences of
dividend payments in the same way.

o IAS 23 “Borrowing Costs” - a company treats as part of general borrowings any
borrowing originally made to develop an asset when the asset is ready for its intended
use or sale.

3.2 Standards, amendments, and interpretations which have not yet come into effect and

have not been applied from an earlier 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
been adopted by the EU for the financial year starting 01 January 2019, and have not been applied as of
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 starting after the date of the their
coming into effect.

The changes are related to the following standards:

e  Amendments to the Comeptual Framework for Financial Reporting (effective for annual periods as of
01 January 2020);

o IERS 17 Insurance Contracts (effective for annual periods beginning on or after 01 January 2021).

¢  Amendments to IFRS 3 Business Combinations (issued on 22 October 2018), in effect as of 01
January 2020.

¢ Amendments to IAS 1 and IAS 8; Determining Materiality (issued on 31 October 2018), in effect
as of 01 January 2020.

¢ Interest Rate Benchmark Reform (amendments to IFRS 9, IAS 39, and IFRS 7) (issued on 26
September 2019), in effect as of 01 January 2020.

4. Accounting Policy

4.1. Overview

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 IFRS. The valuation bases are
disclosed in detail further down in the accounting policy to the separate financial statements.

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

4.2, Presentation of the separate financial statements

The separate financial statements are presented in accordance with IAS 1 "Presentation of Financial
Statements". The Company has accepted to 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:
(a) applies an accounting policy retrospectively;
(b) retrospectively recalculates positions in the financial statements; or

(c) reclassifies items in the financial statements.
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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 transaction (according to the official exchange rate of the Bulgarian
National Bank). Gains and losses from exchange rate differences, atising 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-monetary items measured at historical cost in foreign currency are reported at the exchange rate as
at the date of transaction. Non-monetary items measured at fair value in foreign currency are reported at
the exchange rate at 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 obtained from the activities of these subsidiaries. Investments in subsidiaries are
carried at cost (acquisition cost) in the separate financial statements of the Company.

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

4.5. Revenues

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 clectrical and heat energy.
In order to decide whether and how to recognise revenues, the Company uses the following 5 steps:

. Identification of the contract with the client

. Identification of the performance obligations

. Determining the value of the transaction

Allocating the value of the transaction to the performance obligations

- Recognising the revenues when the performance obligations to be performed.

L e A A e

The revenues are recognised either at a certain moment or in the course of time, when or until the
Company meets the performance obligations transfetring the promised goods or services to its
customers.

The company recognises as liabilities 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 the contract, or a receivable,
depending on whether something else is required apart from certain time for receiving the remuneration.

Revenues from contracts 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 entitled to in exchange for those goods or services.

Control is transferred to the customer when (or as) they meet the performance obligation, under the
terms of the contract, by transferring the promised product or service to the customer. An asset (product
or service) 1s transferred when (or as) the customer gains control over that asset.

In the initial assessment of its contracts with customers, the Company assesses whether two 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 contract are to be accounted for as one and/or more
performance obligations.

11
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Any promise to transfer goods and/or services that are identifiable (on their own and in the context of
the contract) is reported as one performance obligation.

The Company recognises revenue for each separate performance obligation at 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 contract.

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 expects to be entitled to in
exchange for the transfer of the promised goods or services to the customer, except for amounts
collected on behalf of third parties (e.g. value added tax). The consideration promised in the contract with
the customer may include fixed amounts, variable amounts, or both.

When (or as) a performance obligation is met, the Company recognises as revenue the cost of the
transaction (which excludes estimates of variable consideration containing limitations) that is attributable
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 tecognition approach to main types of revenue under contracts
with customer

Sale of electricity

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

The sales revenue shall be recognised at every transfer of control over electricity when it is supplied to the
customer and there are no unmet obligations which could affect the acceptance of electricity on behalf of
the customer. Electricity is deemed to be delivered to the customer as soon as the schedules of the Seller
and the Buyer are recorded in the Schedule Notification System administered by the Electricity System
Operator EAD after the parties have an agreement on the schedules. Schedules are uploaded every day
untl 15.30 for the next day, both for liberalised and for regulated market, and for exchange. The so-
called net monthly trade measurement of the quantities at the OSY (Open Switchyard) outlets is carried
out, which should correspond to 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 electricity as this is the moment when the right to
consideration becomes unconditional and it only requires the expiry of the time before the payment
becomes due.

Revenue 1s invoiced under the terms of the contract.

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

Sales revenue is recognised on each transfer of control over heat energy when it is delivered to the buyer
and there are no outstanding obligations that could affect the buyer's heat energy acceptance. The heat
energy is considered delivered to the customer at the time of consumption. Quantities delivered are
reported by means of a heat meter in the substation where the commercial metering takes place once a
month.

Heat energy 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 heat energy as this is the moment when the right to
consideration becomes unconditional and it only requires the expiry of the time before the payment
becomes due.

Revenue is invoiced monthly under the terms of the concluded contract.
Revenue from services

Tease payments under operating leases are recognised as income on the straight-line basis over the lease
contract validity, except for the cases when the Company's 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.

Revenue from sales of short-term assets

Revenues from sales of short-term assets are recognised when the control over the assets sold is
transferred. The delivery shall arise when the assets have been paid to the customer, the risks of potential
losses have been transferred to the customer, and/or he has accepted the assets in accordance with the
sale contract.

Principal or agent

When a third party participates in the provision of goods ot 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 as 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 recognises
revenue in the amount of the fee or commission it expects to have 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
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 party.

The signs that the Company is an agent include the following elements:
+ a third party bears the primary responsibility for the performance of the contract;

* before or after the goods have been ordered by the customer, upon dispatch or upon return of the
goods there is no risk for the Company's inventories;

* The Company does not have the power to determine the prices of the other party's goods ot services
and therefore the benefit the company can obtain from these goods and services 1s 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.

13
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The Company is an agent in the following transactions:
* fee/component obligation to society;

* consumables under rental contracts.

Contractual balances
Trade receivables and assets under contracts

Recetvable is the right of the Company to receive consideration at a certain amount, which is
unconditional (Le., before the payment of the consideration becomes due, it is only necessary a certain
period of time to expite).

The asset under the contract is the right of the Company to receive consideration in exchange for the
goods or services it has transferred to the customer but which is not unconditional (charging a
recetvable). If, through the transfer of the goods and/or the provision of services, the Company fulfils its
obligation before the customer has paid the respective consideration and/or before the payment becomes
due, a contract asset is recognised for the earned consideration (which is conditional). Recognised assets
under the contract are reclassified as a trade receivable when the right to consideration becomes
unconditional.

Liabilities under contracts

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

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

After the initial recognition, trade receivables and contract assets are subject to an impairment review in
accordance with the IFRS 9 “Financial Instruments”.

B. Other revenues and incomes

Other revenues include operations that are incidental to the Company's core business and are revenues or
income that are recognised under other standards and are outside the scope of IFRS 15.

' Revenue h Recognition approach

. Net profit from sales of property,
- plant, and equipment and
| intangible assets

Gains or losses arising from derecognition of assets from a property, |
plant and equipment or an intangible asset as a result of a sale shall
be included in profit or loss when the asset is derecognised. The
asset 1s derecognised at the time the control over the sold asset is

transferred.

. Revenues from revaluation of

property, plant, and equipment

- Rental income

liquidation
- Revenue from financing

- Surplus assets and asset

_related asset.

H . o
_ Revenue from insurance events

Revenue from revaluations is reported as revenue to the amount of
previously charged expenses.

Lease payments under operating lease contracts are recognised as
income on the straight-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.

Revenues from surplus assets are recognised when surpluses are

established,
Where the grant (financing) is related to an item of expenditure, it is

recognised as revenue for the periods necessary to compare it on a
systematic basis with the expenditures it is intended to compensate.
When the grant (financing) relates to an asset, it is presented as a
liability and is included in the income over the useful life of the

The revenue is recognised when the Company's right to receive
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payment is established. S

Income from penalties Revenue is recognised when the Company's right to receive payment

Revenues from derecognition of ' The revenue from derecognition is recognised when the liability |

is e‘s“‘tgblished.

liabilities expires or the creditor waives its rights.
C. Financial revenues

Financial revenues are included in the separate profit and loss and other comprehensive income statement
when incurred, and includes 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 separate profit
and loss and other comprehensive income statement.

Recognition of interest income

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 applying the effective interest rate
on their amortised cost (gross carrying 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 represent grants provided by the Government (the Government, government agencies and
others governmental bodies, either local, national, or international) that 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 statement 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
acquisition of non-current assets, are presented as deferred income and ate recognised in the profit or
loss, on a systematic base, over the useful life of the respective asset.

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

4.6. Assets and liabilities under contracts with clients

The company recognises assets and/or liabilities under a contract when one of the contractual parties 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
recetvable. Receivable is the unconditional right of the enterprise to receive consideration.

Liabilities under a contract are recognised in the statement of the financial positions, if a 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. The contract asset is the right of the Company to receive
consideration in exchange for the goods or services it has transferred to the customer.

Subsequently, the Company evaluates an asset under the contracts in accordance with IFRS 9 “Financial
Instruments”.

4.7. Operating costs

Operating costs are recognised in profit or loss when the services are consumed or at the date when the
cost are incurred.
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Electricity costs

In accordance with the 'Ordinance on regulating the prices of electric power' issued by the Energy and
Water Regulatory Commission (EWRC), production costs directly attributable to 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 attributable to nuclear fuel are detived by multiplying the fuel component,
calculated as per the relevant methodology, by the estimated gross amount of electricity generated by the
relevant unit.

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

Cost of avatlable capacities
The prime cost of the available capacities comprises the conditionally fixed operating expenses, including:

- Cost of materials, different from nuclear fuel, reagents, and diesel;

- Hired services costs;

- Salaties and social security contributions;

- Depreciation and amortisation costs;

- Other costs, excluding costs for the DNF, RAW, and ESS Funds;
- Own transport costs;

- Allocated indirect costs based on handover certificates for works performed in respect of the
other supporting activities.

Cost of generation and transmission of heat energy
District heating direct prime cost is derived from generation and distribution costs. 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 shate of electricity underproduction against
the gross electrical energy, generated by Electricity generation - 2 (EP-2). Underproduction is calculated
on a monthly basis by the Engineering Support Division. The reduced expenses decrease the electricity
generation costs and the cost of available capacities at EP-2. These costs are included into the prime cost
of generated heat and cost derived from 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 enetgy comprises the conditionally fixed and variable expenses of EP-
2
- All variable and conditionally fixed costs of the District Heating Department are included in the
heat distribution prime cost.

The heat energy for the Kozloduy NPP's own facilities (houseload needs) 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.

Cost, incurred under anxiliary and additional activities
The costs of auxiliary and additional operations are accounted for in separate accounting record groups,
including direct and indirect costs. The allocation basis of the indirect technological costs is as follows:

- For mamtenance:
¢ For off-site facilities — labour hour inputs per facilities and orders;
¢ For on-site facilities of the NPP— material inputs per facilities and orders;

- For road transport — fuel consumption;

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

The social expenses are allocated under the coefficient method, based on the number of personnel,
engaged in the activities 'Electricity generation' and 'Heat energy distribution'.
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Administrative costs are accounted for as current costs. The accrued 'taxes on expenses', within the
meaning 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
profit or loss and other comprehensive income statement under 'Hired services costs'.

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

Botrowing costs are mainly comprised of interest on the bank loans, obtained by the company. All
borrowing costs directly attributable to the acquisition, construction, or production of a qualifying asset,
are capitalised over the period in which the asset is expected to be completed and ready for use or sale, by
applying a capitalisation rate to the expenses on that asset. The capitalisation rate is the weighed average
of the borrowing costs, attributable to the loans of the company, which are unsettled during the period,
excluding loans, obtained exclusively for the purpose of acquiring 2 qualifying asset.

All other 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 either has been disposed, or was classified as
'held-fot-sale', or as held for distribution to owner, and:

. Represents certain 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 area; or

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

Gains and losses 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 of activities
previously presented as discontinued are renewed in the current year, the relevant disclosures for the
previous reporting petiod are adjusted, too.

4.10.  Intangible assets

Separately acquired intangible assets are measured initially at 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, where the capitalised costs are then amortised based 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
impatrment 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.

Intangible assets with finite useful life are amortised over their useful life and reviewed for impairment in
case of indications that their value has been impaired. The amortisation period and method for
amortisation of intangible assets with finite useful life are reviewed at least at each financial reporting
year-end. Changes in the expected useful life or in the pattern of consumption of the future economic
benefits, embodied in the asset, are accounted for by changing the amortisation period, or the
amortisation method, and are treated as changes in accounting estimates.

Subsequent expenses, incurred in respect of intangible assets after their initial recognition, are recognised
in the statement profit or loss and other comprehensive income for the period, when such are incurred,
except of the cases when, because of these subsequently incurred expenses, the intangible asset can
generate more than the initially estimated future economic benefits, and when such expenses can be
reliably measured, and attributed to the asset. If these requirements are met, the incurred expenses are
added to the cost of the asset.
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The Management estimates the residual value and useful life of intangible assets at the financial reporting
year-end.

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 years

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 assets, representing the difference between

the net disposal proceeds and the carrying amount of the asset, are included in the profit or loss and othet
comprehensive income statement when the asset is disposed.

The intangible assets, created under the company's development activities to serve the purpose of inter-
company users, are recognised by the expertise committee that is appointed by the company's
Management, depending on the intangible asset's completion stage, if the below conditions are met:

¢ availability of technical ability to complete the asset;

¢ Intention to complete the asset;

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

o (Capacity to measure the costs incurred in the development of the asset.

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

Research costs incurred under contracts with customers ate recognised as saleable assets.

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

Development 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 be
measured reliably, the product or the process is technically and commercially possible, future economic

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

Costs incurred 1n the development of mntangible 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) are imitially measured at prime cost, comprised of the purchase
price and all directly attributable costs of bringing the asset to a working condition for its intended use.

After initial recognition, revaluation of PPE applies to entire classes of similar assets, as follows:
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No. | PPE Class Subsequent revaluation model
1 Land Revaluation model
2 Improvements on lands and terrains Revaluation model
3 Buildings and structures
e Solid Revaluation model
o Hollow Acquisition cost
4 Machines, plant, and equipment Revaluation model
5 Computer systems Acquisition cost
6 Transport vehicles
o  Cargo vehicles Revaluation model
e C(Cars Acquisition cost
e  Special vehicles Revaluation model
7 Furniture, fixtures, and fittings Acquisition cost
3 Spare parts carried as PPE Revaluation model
9 Other PPE Acquisition cost

Property, plant and equipment, subsequently measured under the revaluation model, are carried at
revalued amount which is their fair value at the date of revaluation less any subsequently accumulated
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 disposed, the
remaining revaluation reserve is transferred to retained earnings.

Revaluations are cartied at the following intervals:

o When the fair value of the assets changes insignificantly, the assets are revalues once every three years;

o 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 revaluations of PPE depends on
whether the carrying amount of a revalued asset differs materially from its fair value at the end of the
reporting period.

In this regard, during the annual stock-taking in the end of the reporting period (financial year-end), the
company reviews PPE to check for any indications that their carrying amount differs materially 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
of less than 5% are regarded as material too, when the difference between the carrying value of assets 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 model,
are evaluated at acquisition cost less the accumulated depreciation and any accumulated impairment
losses. The umnpairments conducted are reported as expenses and are recognised in the profit or loss and
other comprehensive income statement 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 that 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 each year-end.

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

Buildings 25-70 years
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Machinery, plant, and equipment 5-55 years
Mobile phones 3-5 years
Lifting equipment 22-55 years
Portable tools 5-19 years
[&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 between
the sale proceeds and carrying amount of the asset.

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

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

For all new contracts signed on or after 01 January 2019 the Company decides whether the contract is or
contains lease. Lease is defined as a "contract or part of contract which conveys the right to 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 asset is provided to the Company;

¢+ the Company is entitled to receive in essence all economic benefits from the use of the asset over
the whole period of use, taking 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 to what end" the asset shall be used over the
whole period of use.

Assessing and recognising a lease as a lessee

On the start date of the lease the Company recognises a right-of-use asset or lease obligation in the
balance. The a 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
dismantling and disposal of the asset in the end of the lease, and all ease payments, incurred before the
start date of the lease (excluding any received incentives).

The Company depreciates the a right-of-use asset on the straight-line base as of the start date of the lease
to the earlier than the end of the useful life of the a right-of-use asset, or the end of the lease term. The
Company also performs a review for impairment of the a 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 that it should pay in order to
borrow for a similar period of time, under similar collateral, the means required to obtain an asset of
similar value in a similar economic environment.
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Lease payments included in the evaluation of the lease obligation comprise fixed payments, variable
payments based on an index or a rate, sums that are expected to be payable pursuant to residual value
guarantee and payments arising from options, reasonably safe to be exercised.

After the start date the Company evaluates the liability under the lease increasing the carrying amount to
reflect the lease liability interest, and decreasing the carrying amount to reflect the executed lease
payments, and revalues the carrying amount of the liability to reflect revaluations or modifications to the

lease contract, or to reflect the adjusted lease payments fixed in essence.

The Company is exposed to potential future increases in the variable lease payments based on an index or
an interest rate that are not comprised in the lease liability until they are effected. 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 asset with a right to use.

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

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 a 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 liabilities.

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

A lease is classified as a financial lease of it transfers in essence all risks and benefits related to the
ownership of the main asset, otherwise it is classified as an operating lease.

Accounting policy applicable as of 01 January 2019

The Company as a lessee

Financial lease

The management applies an evalnation when considering the essence of the lease contract and whether it
transfers in essence all risks and benefits related to the ownership of the leased asset. The major factors
considered include the duration of the lease term in relation to the economic life of the asset, present
value of the minimum lease payments in relation to the asset's fair value, and whether the Company gains

ownership of the asset in the end of the lease term.
Operating lease

All other lease contracts are treated as operating lease. When the Company is lessee, the payments under
operating lease contracts are recognised as an expense on a straight-line basis over the lease term. The

costs related to them, such as maintenance and insurance, are deducted when the costs are incurred.

The Company as a lessor

Lessors present the assets, subject to operating lease, in their statements of financial position in

accordance with the assets' nature.



Kozloduy NPP EAD
Separate Financial Statements
31 December 2019

Lease payments under operating lease contracts are recognised as income on the straight-line basis over
the lease term unless another systematic basis is more representative of the time pattern the use of which
has reduced the benefit from the leased asset. The initial direct costs, incurred by the lessor with regards
to the negotiation and settlement of the operating lease, are added to the carrying amount of the leased
asset and are recognised as an expense, over the lease term, on the same basis as the one applied in

respect of the lease income.

Lessors must recognise the total amount of expenses incurred for lease incentives under the lease contract
provided by the lessor as a reduction of the lease income over the lease term on a straight line basis unless
another systematic base is more representative of the time when the benefit from the leased asset

decreases.

4.13. Impairment tests on investments in subsidiaries, intangible assets, investment
propetties, 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 impairment tests on an individual basis, while others — based on the cash-generating unit.

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

The amount by which the carrying amount of an asset or cash-generating unit exceeds its recoverable

amount, the latter 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 calculates 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. The data, used
o in the impairment testing, are based on the latest approved budget for the company, adjusted, when
needed, as to eliminate the effect of future reorganisations and significant improvements in the assets.
The discounting factors are determined for each cash-generating unit, reflecting their risk profile as
assessed by the Company's management.

Impairment losses from a cash-generating 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 petiod 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 wihch comprises the purchase price and any expenses
that are directly related to the investment properties, e.g. fees for legal services, taxes related to the
transfer of the property, and other expenses related to the transaction.

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

o Complies with the definition of investment property;

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

e 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 between informed and willing parties, in a
fair transaction between them. Fair value reflects the market conditions as at the date of preparation of
the financial statements. Investment properties are revalued on an yearly basis and are included in the
L statement of financial position at their market values.
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Gains/losses arising from changes in the fair value of investment property are included in the net profit
or loss for the period in which the gains/losses are incurred.

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

o Commencement of use by the company - transfers from investment property to property used by the
owner;

¢ Commencement of development with the putpose of selling — transfer from investment property to
inventories;

¢ End of use by the Company and leasing to third parties - transfer from property used by owner to
investment property;

¢ 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 mn PPE, its fair value at the
reclassification date becomes its acquisition cost to be used in subsequent measurement.

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

The carrying value of an investment property is derecognised on sale, when entering in a finance 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 economic benefits are expected from their 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 between the net proceeds from the asset disposal and its
carrying value.

4.15. Financial insttuments

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

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

A financial asset is any asset that represents: a contractual right to provide or exchange under potentially
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 settled in a 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 recognition and classification

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 assets and the
characteristics of the contracted cash flows.

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

The Company's business model of the financial assets management refers to the way in which it manages
its financial 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 that the financial assets representing cash in banks,
trade receivables, other receivables, litigations and writs receivables and receivables from related parties
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 measured under IFRS 9 at amortised cost.

Tnitial measurement

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

Subsequent measurement and presentation

For the purposes of subsequent measurement and presentation, financial assets are classified into one of
the following categorics: ‘Financial assets measured at amortised cost’ (debt instruments), ‘financial assets
measured at fair value through other comprehensive income with reclassification of accumulated profit or
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 amortised cost (debt instruments)

This category includes cash in banks, trade receivables, other receivables, litigations and writs receivables
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 financial assets at amortised cost if both of the following
conditions are met:

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

o The agreed terms of the financial asset result in certain dates of cash flows, which are only
payments of principal and interest on the outstanding 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
instruments. For assets purchased or created with initial credit impairment and those with a recognised
credit impairment, the effective interest rate corrected for credit losses, respectively, and the effective
interest rate, respectively, apply to the amortised cost of the asset.

Financial assets in this category are subject to impairment testing at the date of cach 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 derecognised, changed or impaired.

Financial asiets measured at fair value through other comprehensive income (equity instruments)

Upon initial recognition, the Company classifies the investments in equity instruments in this category
when they meet the definition of equity in accordance with IAS 32 ‘Financial Instruments: Presentation’
and are not held for trading.
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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 one based on measurement 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 profit or loss and other comprehensive income
statement when the payment right is established. Equity instruments designated at fair value in other
comprehensive income are not subject to impairment.

Financial assets at fair value in profit or loss

The Company estimates all other financial assets other than those that are measured at amortised cost or
at fair value through other compzrehensive income at fair value through profit or loss.

In case that this eliminates or significantly reduces the discrepancy in the measurement or recognition of a
financial asset that would result from recognition of results and changes based on different bases, the
Company may apply the exemptions 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 assets are presented in the notes to the separate
financial statement separately from the other instruments for which this measurement approach is
mandatory.

Derecognition

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 of the asset have expired or the
Company has transferred its rights to receive cash flows from the asset or it 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 asset is derecognised in its entirety, the difference between (1) the carrying amount
(measured at the date of derecognition) and (2) the consideration received (including any new asset
received without the new assumption of a new liability) 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, it assesses whether and to what extent the risks and benefits of ownership are
preserved. When it neither transfers nor substantially retains all the risks and benefits from the asset nor
transfers control over the asset, the Company continues to recognise the transferred asset to the extent of
its continuing involvement. In this case, the Company recognises a related liability. The transferred asset
and the related liability are measured on a basis that reflects the rights and obligations that the Company
has retained.

(c) Impaitment of financial assets

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

 Type of financial asset : IFRS 9 categdry Impaifment approéch

1 ¢ Short-term trade receivables - Debt instruments measured at Simplified approach

_ financing component amortised cost _
" Trade receivables from related ~ Debt instruments measured at Simplified approach
! i parties ’ - amortised cost - _ )
4 Receivables from related parties Debt instruments measured at - Standardised approach
. with a financing component - amortised cost v _
5 Proceeds from loans - Debt instruments measured at - Standardised approach
T » - amortised cost
6 Cash and cash equivalents ' Debt instruments measured at Standardised approach
‘ o - - amortised cost v
7 Impairment of receivables from Debt instruments measured at Simplified approach

- amortised cost

rade receivables containing Debt instruments measured at Standardised approach
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. litigations and writs » - . amortised cost

Expected credit losses are a probability-weighted 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 payments, an expected credit loss is recognised even if the Company expects the asset to be
fully paid but later than the due date.

Impairment and losses on financial instruments are dealt with in three stages, the first two being the
expected credit losses for losses that may atise as a result of a non-performance, and the third as credit
impairment (loss), based on evidence of potential or actual non-performance under the instruments.

Estimated credit losses for expositions for which there is no significant increase in the credit risk relative
to the initial recognition are recognised for credit losses that may arise as a result of non-performance
events over the next 12 months. For credit expositions for which there is a significant increase in the
credit risk after the initial recognition, a loss adjustment for the expected credit 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 teceivables and contract assets arising from transactions in the scope of IFRS 15 that do
not contain a significant component of financing, the Company applies a simplified approach in
accordance with IFRS 9 by recognising an allowance for impairment loss for expected credit losses based
on the expected credit loss for the full term of the receivables at each reporting date. The Company
applies a matrix that calculates the expected credit losses on trade receivables. Receivables are classified in
arrears and ate grouped by type and client segments with different credit 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 3 to 5
years, grouped by type and corresponding client segment models, and adjusted by forecast factors specific
to debtors and the industry concerned.

Fot cash in banks, the Company recognises impairment for expected credit losses by applying the
Standardised 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 credit risk for a financial instrument has not increased significantly since the initial
recognition at the reporting date, the impairment for that financial instrument is equal to the expected 12-
month credit losses.

4.15.2. Financial liabilities
Initial recognition, classification and measurement

The Company recognises a financial hability in the separate statement 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 at
amortised cost’ (loans and borrowings, trade and other payables) or 'financial habilities at fair value
through profit or loss’.

Initial recognition occurs at the settlement date and is carried at fair value plus, i the case of financial
liabilities that are not reported at fair value through profit or loss, directly attributable 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-term and short-term.
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Subsequent measurement
The subsequent financial liabilities measurement depends on their classification as described below:
Financial liabilities carried at fair value in profit or Joss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and
financial liabilities designated at their initial recognition at fair value through profit or loss.

Financial liabilities are classified as held for trading if they have been made with the purpose of re-
purchasing in the foreseeable future.

Profits or losses from liabilities held for trading are recognised in the separate profit or loss and other
comprehensive income statement.

Financial liabilities designated at their initial recognition at 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 designated financial liabilities as reported at fair value in profit or loss.
Financial liabilities measured at amortised cost

The category ‘“financial liabilities at amortised cost’ includes borrowings, trade payables and other payables
where the Company has become a party to a contract or an agreement 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 a 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 ot
expenses that are an integral part of the effective interest rate. Expenses (calculated using the effective
interest method) is included as financial expense in the separate profit or loss and other comprehensive
income statement in line ‘Financial expenses’.

For financial liabilities carried at amortised cost, a gain or loss is recognised in the profit or loss for the
petiod when the financial asset or financial lability is derecognised or impaired also through the
amottisation process.

On initial recognition, trade liabilities are recognised at 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.

Derecognition

The Company derecognises a financial liability only when it settles (fulfils) the obligation, the lability
expires or the creditor waives its rights.

When an existing financial liability is replaced by another from the same lender under completely different
conditions or the conditions of the existing obligation are significantly 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 between the financial Liability carrying amount, either settled or transferred to another
party, and what was paid for the settlement, including money and transfer of non-monetary assets, is
recognised in profit or losses for the period.

Compensation of financial instruments

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

4.16. Inventories

Inventories include materials, work-in-progtess, and goods. The cost of inventories comprises the direct
costs of purchase or production, the costs of conversion and other direct costs, incurred in bringing the
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inventories to their present condition and location, 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, inventories are carried at the lower of cost and net
realisable value. The amount of any impairment of inventor to net realisable value is recognised as an
expense in the period of impairment.

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

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

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

Niuclear Fuel

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

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

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

Deferred tax is calculated using the equity method for all temporary differences between the carrying
amount of the assets and of the liabilities, and their tax base. Defetred tax is not provided on the initial
recognition of an asset or liability, unless the respective transaction does not affect the taxable profit or
the accounting profit.

Deferred tax assets and deferred tax liabilities are not discounted. The tax rates, expected to be enacting
n the reporting period when the deferred tax assets and deferred tax liabilities are realised, are used when
calculating such, given that these are in force, or it is certain that they will come into effect in the end of
the reporting period.

Deferred tax 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 future 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 institution.

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

4.18.  Cash and cash equivalents

Cash and cash equivalents are comprised of the available cash in hand, cash at bank, current deposits, and
short-term (up to 12 months) deposits.

4.19. Non-current assets and liabilities classified as held for distribution to the owner

When the Company has assumed a commitment to distribute an asset (or a disposal group) to the owner,
the asset or the disposal group is classified as 'held for distribution to the owner' and it is presented
separately in the separate statement of financial position. For 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
expected that the distribution 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 distribution or the distribution be withdrawn. :

Liabilities are classified as held for distribution to the owner and are presented as such 1n the separate
statement of financial position only if they are directly related to the disposal group.

Assets classified as 'held for distribution to the owner' ate measured at the lower of their carrying amount
immediately after their classification as 'held for distribution to the owner' and their fair value less the
costs related to their distribution. The assets classified as 'held for distribution to the owner' are not
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 Commercial Act, legal reserves are formed from profit distributions.

Revaluation surplus of non-financial assets is formed based on the difference between the carrying
amount of assets arising from property, plant, and equipment, and their fair value 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 retirement benefits and years of services.

Other reserves are formed from profit distributions in accordance with the decisions of the Sole Owner.

Retained earnings include the current financial result and accumulated profit as well as uncovered losses
from prior periods.

Liabilities to pay dividends to the sole shareholder are included under "Related parties' payables” in the
sepatate statement of financial position, when dividends are approved for distribution by the sole
shareholder, before the end of the reporting period.

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

The Company reports current liabilities under compensated absences, arising from unused annual paid
leaves, in cases when these leaves ate expected to be used within 12 months after the end of the reporting
period during which the employees have provided labour, related to those leaves. Short-term obligations
to employees include wages, salaries, and social security contributions.

The company must provide its personnel with retirement benefits, calculated in accordance with the
defined benefit plans and the defined contribution 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 defined benefit plans. The Government of the
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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.

Plans that do not meet the definition of defined contribution plans are identified as defined benefit plans.
Defined benefit plans are retirement plans based on which the amount of money an employee will receive
upon retirement is determined taking into consideration the employee's years of service and based on the
last remuneration received. The legal labilities for defined benefits payments remain liabilities of the
Company.

In accordance with Art. 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 services and age, the company is obliged to pay him/her one-off compensation
in the amount of two gross salaries. In cases when the retiring employee has worked for the the Company
for at least 10 (ten) years and has received a notification, within the CLA framework, under Art. 49 that
he/she has obtained the right to retirement (based on his/her years of service and age) under Art. 68 or
Art. 69 (b) of the SIC, in addition to the compensation, due under Art. 222, para. 3 of the CL, that
employee obtains and the right to additional compensation.

In accordance with Art. 48 of the Collective Labour Agreement, when employment relations are
terminated on the grounds of Art. 325, para. 1, item 9 and Art. 327, para. 1, item 1 of the Labour Code,
and given that in the last 5 years the employee, or the worker, who is being dismissed/retired has not
received any compensation on such grounds, the employee or worker is entitled to compensation as per
Atrt. 222, para. 2 of the Labour Code, amounting to his/her gross labour remuneration, if the employee or
worker has served Kozloduy NPP EAD, prior to his/her dismissal:

-Between 5 and 10 years of service — 10 gross salaries;
-Between 10 and 15 years of service — 12 gross salaries;
-Between 15 and 20 years of service — 14 gross salaries;
-Between 20 and 25 years of service — 16 gross salaries;
-Between 25 and 30 years of service —~ 18 gross salaries;
-Over 30 years of service — 20 gross salaries.

In accordance with Article 50 of the Collective Labour Agreement, an employee or worker is entitled to
additional compensation, further to the compensations provided in compliance with Article 222(3) of the
Labour Code. This additional compensation is determined by multiplying the years of service under
Labour Category 1 by 1.66, plus the number of years of service under Labour Category 2 multiplied by
1.25, plus the number of years of service under Labour Category 3. The result is then multiplied by a
coefficient of 1.0.

The retirement defined employee benefit plan is not funded.

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

The Company's Management estimates the liabilities under defined benefits, on an annual basis, with the
help of an independent actuary, using the estimated credit unit method. The estimates of such liabilities
are based on standard inflation rates, estimated personnel turnover, and mortality. Future salary increases
are also taken into account. Discounting factors are determined at each year-end with consideration made
of high-vield government securities that are denominated in the currency in which the benefits will be
paid and have terms to maturity approximating the terms of the related pension obligations.

Actuarial gains and losses under defined benefits are recognised in other comprehensive income in the
period of their occurrence.
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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,
given that in the last 5 years of service he/she has not received any compensation on these grounds and
he/she has served Kozloduy NPP EAD prior to his/her retirement (dismissal).

Actuarial gains or losses, associated with estimating the liabilities under long-term retirement employee
benefits due to illness are recognised in profit or loss for the period.

Interest expenses, relating to retirement (pension) liabilities, are included in the separate statement of
profit or loss and other comprehensive income, under 'Finance costs'. All other expenses incurred in
respect of retirement remunerations ate included under 'Employee benefit expenses'.

The current employee benefits, including and the entitled leaves, are included in current liabilities, under
"Trade and other payables', at the non-discounting amount that the Company expects to pay.

4.22.  Provisions, contingent liabilities and contingent assets

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

The amount recognised as provision is calculated based on the most reliable estimate of the expenses
required to settle a current liability at the end of the reporting period, taking into account the risks and
uncertainties, associated with the current liability. When a number of such lhabilities exist, the possible
need of outflows to settle these liabilities is determined by accounting for the liabilities group as a whole.
Provisions ate 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 reasonable certainty that
will be obtained by the company, are recognised as a separate asset. This asset may not exceed the
amount of the respective provision.

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

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

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

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

4.23.1. Useful 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 2019, the Management determined the useful life of assets - that being
the expected period of the assets' use by the Company. The carrying amount of property, 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 estimates,
best estimates, and assumptions which influence the reported revenues, costs, and contractual assets and
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liabilities. The key estimates and assumptions having substantial effect on the amount and term for
recognition 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 market information, or if such is not available - by appropriate valuation models. The fair value
of financial instruments that are actively traded on organised financial markets is determined based on the
quoted, as at the end of the reporting period's last working day, 'buying' prices. In the absence of an active
market, the management uses reports of independent certified appraisers and employs various techniques
to measure the fair value of financial instruments and non-financial assets. When applying these
measurement techniques, the management uses at maximum the market data and assumptions which the
participants would consider in measuring a financial instrument or non-financial asset. In the absence of
applicable market data, the management uses its best estimate of the assumptions which the market
participants would employ. These valuations may differ from the actual prices, which would be
determined at a fair market transaction between well-informed and willing parties at the end of the

reporting period.

The Company subsequently accounts for major groups of property, plant, and equipment, investment
property 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, basic assumptions and estimates used in
determining the fair value is disclosed in Note 4, Note 5, and Note 6.

The Management believes that the fair values of property, plant and equipment, and investment property,
as well as of financial instruments, including cash and cash equivalents, trade and other receivables,
granted and obtained loans, trade and other payables, and other financial assets, do not differ from their
carrying amounts, especially if they are of current nature, or if the applicable interest rates fluctuate
according to the market conditions.

4.23.4. Inventories
Niuclear 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 K\Wh. The
product of the gross energy generated by the respective unit for the period of the fuel cycle multiplied by
the fuel component represents the costs of nuclear fuel for the respective period.

Measurement

Inventory, of carrying amount as at 31 December 2019 of BGN 54,303 thousand (31 December 2018:
BGN 60,018 thousand), is 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 at
the estimation date and uses the reports of independent certified appraisers.

4.23.5. Pension and other employee obligations

Liabilities for retirement benefits are 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 to the long-term nature of the liabilities for retirement benefits, these
assumptions are subject to substantial uncertainty. As at 31 December 2019, the Company's liabilities for
retirement benefits recognised in the separate statement of financial position amounted to BGN 118,979
thousand (31 December 2018: BGN 65,088 thousand). Additional information on the liabilities for
retirement benefits is disclosed in Note 21.
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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 latter 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 calculates 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 calculating
the estimated future cash flows, the Management employs certain assumptions regarding the future gross
profits. Those assumptions are related to future events and circumstances. The actual results could differ
from these estimates and may require significant adjustments to the Company's assets in the next
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 (in 2018
losses to the amount of 7,632 for property, plant, and equipment).

4.23.7. Impairment of loans and receivables

Recognition and measutement of expected credit losses from debt instruments measured at
amottised cost

Approach to impairment of cash at banks

Cash and cash equivalents are the most liquid financial instruments. They are not carriers of settlement
risk, and the liquid risk they carry is limited to the technical capability for a specific disposition of the
latter not to be settled. Cash deposits at banks are, however, carriers 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 at banks using, as a model parameter, the
credit rating of the financial institutions where the Company has deposited its cash to measure the
settlement loss. As at 31 December 2019, the Management's best estimate on the expected credit losses of
cash at banks amounted to BGN 1,471 thousand. (31 December 2018: BGN 914 thousand) (Note 15)

In 2019 the Company performed a review of the methodology and the assmptions used for the best
estimate of the expected credit losses over the previous reporting period, in order to decrease the
differences between the best estimates and the factual credit losses. With regards to the review, the
Company has changed its impairment model when calculating expected credit losses of cash at banks.

Approach to impairment of short-term trade and other recezvables and receivables from related parties

The Company applies a simplified approach to the calculation of expected credit 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
industry 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
contractor. The average number of delinquent days per customer is determined based on historical data
for 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.

Additional risk is identified based on historical data on the collectability of the Company's receivables
from contractors of the above industry, including poor financial position, liquidity problems, and other
challenges concerning mostly electricity traders.
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The risk factors identified 10 this manner are considered indications of a possible increase of the credit
risk. The quantitative effect of increase in credit risk 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 determination 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
at 31 December 2019, the management’s best estimate of expected credit losses from trade and other
receivables and receivables from related parties 1s presented in Note 35.

Approach to impairment of granted loans, trade receivables, and receivables from related parties containing a
financing component

The Company applies an individual approach to impairment of receivables containing a financing
component and granted loans. The impairment model is based on the cash flows negotiated in the
conditions of the relevant financial instrument as well as the assumptions and estimates concerning
expected cash flows and realisability of the financial asset which has been adopted by the management for
the preparation of the financial statements.

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. Because the expected credit losses account for the amount
and timing of payments, an expected credit loss 1s recognised 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 result 1n significant levels of
the expected credit losses from the asset.

At each year-end, a review of the expected future cash flows from each specific asset is performed.

In 2019 the Company performed a review of the methodology and the assmptions used for the best
estimate of the expected credit losses over the previous reporting petiod, in order to decrease the
differences between the best estimates and the factual credit losses. With regards to the review, the
Company has changed its impairment model when calculating expected credit losses of long-term trade
and other receivables and receivables from third parties with a financial component.

Approach to impairment of receivables from litigations

In case the Company takes legal actions to collect its receivables, the latter are be classified as litigation
recetvables. This type of receivables are 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 recetvables and expected future incoming cash flows, respectively, are
low, while the probability of delinquency has already occurred in respect of the original asset, i.e. equals
100%.

The expected credit losses represent the sum of the expected credit losses for each litigation receivable,
based on the historical collectability of this asset class. Further 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 defetred tax
asset, especially in cases when the asset can be used without any time restrictions, the deferred tax asset is
recognised in full. Recognition of deferred tax assets that are subject to certain legal or economic
limitations, or uncertainty, is assessed by the Management on a case-by-case basis, taking it into
consideration the specific facts and circumstances.
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4.23.9. Provisions
Provision of transport, processing and storage of spent nuclear fuel

In accordance with the effective Strategy for Management of the Spent Nuclear Fuel and Radioactive
Waste until 2030, adopted by a decision of the Council of Ministets on 2 September 2015, the Company
is obliged to transport at least 50 tons of heavy metal annually spent nuclear fuel (SNF) for reprocessing
and storage in Russia, 1n the presence of favourable financial and economic conditions.

In 2018, a Framework Annex to the Contract for the transportation, temporary technological storage and
reprocessing in Russia of 414 WWER-1000 SNF assemblies for the period 2019-2023 was signed with
FSUE "Production Association Mayak", Russia, in coordination with the Eutropean Supply Agency,
Euratom. Taking into account the lengthy nature of the preparatory activities for SNF transportation,
including organisational and technical activities, preparation of the required documentation, obtaining
certificates and permits, the first transport of WWER-1000 SNF for technological storage and
reprocessing is planned to be carried out in the second half of 2020.

In 2019 the commitment under the Strategy for transportation of 50 tons of heavy metal spent nuclear
fuel (SNF) from WWER-1000 was not fulfilled; therefore, provision costs for an obligation for transport
of spent nuclear fuel from WWER-1000 for technological storage and reprocessing to the amount of
BGN 40,828 thousand were accrued in the current expenses of Kozloduy NPP EAD. The amount of the
accrued provision is based on the updated reliable estimate of the value of 1 transportation of WWER-
1000 SNF (96 assemblies), in compliance with the Company's Accounting policies and the requirements
of TAS 37 Provisions, Contingent Liabilities and Contingent Assets.

As at the end of the reporting period, ending 31 December 2019, the amount of the recognised provision
required to cover the current obligation for SNF management is BGN 81,652 thousand, including the
value of the unfulfilled transportations of WWER-1000 SNF for technological storage and reprocessing
for 2018 and 2019.

Provision for decommissioning of nuclear facilities

In accordance with the requirements of IAS 37 Provisions, 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 entity has a present obligation, arising from a past event;

- it is possible that an outflow of economic resources of the company is required to settle the

obligation; and

- areliable estimate of the value of the obligation can be made.

Based on the requirement of the standard for the 'reliable estimates' concept, the Company did not accrue
expenses for provisions for 'decommissioning of nuclear facilities' and for 'safe storage of the spent
nuclear fuel, for the following reasons:

- The Company is subject to specific regulations - the Safe Use of Nuclear Energy Act, the
Regulation on Pricing and Decrees for the Raising Funds in Radioactive Waste Fund RAWE) and
Decommissioning of Nuclear Facilities Fund (DNFF) adopted by the Council of Ministers. In accordance
with the requirements of these regulations, current expenses for contributions due to those funds, which
are transferred to budget accounts, are accrued in the separate statement of profit or loss and other
comprehensive income. In compliance with the principle of "comparability of revenues and expenses”,
under the Accountancy Act, an expense up to the amount of the due contributions to the DNF Fund and
RAW Fund is recognised m the price of electricity for the regulated market, as defined by the EWRC.

- In connection with the agreements with the European Commission for early closure of Units 1
to 4, the State has agreed funding from external sources for the construction of dry spent fuel storage
facility (DSFSF), and to cover the expenses, incurred for salaries and social security costs 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
1 and Unit 2 were transferred for free from Kozloduy NPP EAD to SE RAW, Sofia, whose principal
activity is "decommissioning." By Decision No. 1038 of the Council of Ministers dated 19 December
2012, the Kozloduy NPP EAD Units 3 and 4 were declared facilities for radioactive waste management
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and their management was transferred to SE RAW. On 1 March 2013 the assets belonging to Units 3 and
4 together 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 Facilities Fund, the Company is unable to estimate reliably the liability and
has not recognised a provision for decommissioning of nuclear facilities as at 31 December 2019 and 31
December 2018.

5. Property, plant and equipment

The carrying amounts of the property, plant and equipment for the reporting period can be analysed as

follows:

Lands and Plant, Vehicles Fixtures  Acquisitio Assets Total
buildings machines and and other n costs with a
equipment assets right to
use
BGN '000 BGN '000 BGN '000 BGN '000 BGN '000 BGN '000
Gross carrying amount
Balance at 01.01.2019 465,803 1,917,674 7,999 67,091 221,696 - 2,680,263
Additions 1,340 85,100 933 930 186,975 896 276,174
Disposals (217) (3,770) (212) (128) (189,001) - (193,328)
Decrease from assets held
for distribution to owners (1,069) (8,677) - ©) (47,541) - (57,293)
Revaluation at the
expense of accumulated -
depreciation (217) 2,799 - - - (3,016)
Balance at 31.12.2019 465,640 1,987,528 8,720 67,887 172,129 896 2,702,800
Depreciation
Balance at 01.01.2019 (2,632) (83,961) (1,075) (48,256) - - (135,924)
Amortisation (10,658) (149,919) 941) (4,065) - (105) (165,688)
Disposals 217 3,484 124 126 - - 3,951
Decrease from
amortisation of assets
held for distribution to
owners - 10 - 6 - - 16
Revaluation at the
expense of accumulated -
amortisation 217 2,799 - - - 3016
Balance at 31.12.2019 (12,856) (227,587) (1,892) (52,189 - (105) (294,629)
Carrying amount
as at 31 December 2019 452,784 1,759,941 6,828 15,698 172,129 791 2,408,171
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Lands and Plant, Vehicles Fixtures  Acquisitio Total
buildings machines and and other n costs
equipment assets

BGN '000 BGN '000 BGN '000 BGN '000 BGN '000 BGN '000
Gross carrying amount
Balance at 01.01.2018 502,931 2,305,844 9,656 66,670 253,338 3,138,439
Additions - 101,423 1,046 583 73,282 176,334
Disposals - (12,147) (58) (162) (104,924) (117,291)
Revaluation recognised in equity 12,937 21,753 144 - - 34,834
Impairment recognised in equity (106) (15,752) @ - - (15,865)
Impairment recognised in profit or
loss (7,359) (271) 2 - - (7,632)
Impairment recovered in profit or
loss 26 93 12 - - 131
Revaluation at the expense of
accumulated depreciation (42,626) (483,269) (2,792) - - (528,687)
Balance at 31 December 2018 465,803 1,917,674 7,999 67,091 221,696 2,680,263
Depreciation
Balance at 01.01.2018 (32,086) (401,526) (2,780) (44,444 - (480,836)
Depreciations (13,172) (177,620) (1,129) (3,969) - (195,890)
Disposals B 11,916 42 157 . 12,115
Revaluation at the expense of
accumulated depreciation 42,626 483,269 2,792 - - 528,687
Balance at 31 December 2018 (2,632) (83,961) (1,075) (48,2506) - (135,924)
Carrying amount
at 31 December 2018 463,171 1,833,713 6,924 18,835 221,696 2,544,339

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 properties was measured at fair value as at 31 December
2018 in accordance with the requirements of IAS 16 and IFRS 13. The revaluation s based on
measurement of 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 asset to another market 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.e. 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 property, plant, and equipment have been applied:

. "Market approach” through the "Comparables Method" - for lands and buildings, for which
there is real market and observable data about prices of recent market transactions for similar properties,
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 buildings and structures
of specialised nature;

. "Cost approach" through "Depreciated replacement cost method" - in order to reach a
conclusion for the fair value of plant, machines 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 economic depreciation as a
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result of its operation. The Method draws an indicative value using the economic principle that a buyer
would not pay for a certain asset more than the acquisition costs of an asset 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 area, location, and current use. The directly or indirectly observable
data used in the measurement are subject to adjustments. As a result, the hypotheses employed are
categorised as hypotheses of Level 3.

Significant non-observable data are related to adjustments in the specific for the Company's assets factors.
The degree and direction of such adjustments depends on the number and characteristics of the
observable market transactions with similar properties 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. The terms and way of use of the Company's
assets were reviewed as at 31 December 2018 as well.

Review for impairment

As at 31 December 2019 and as at 31 December 2018, impairment tests have been prepared that do not
show 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 long-term tangible assets

As at 31 December 2019 the acquisition costs of long-term tangible assets amount to BGN 172,129
thousand and are mainly related to:

- Activities to extend the operational life of Units 5 and 6 in compliance with the Investment Programme
of the Company for 2019;

- Projects to improve the generation efficiency in the Company.

As at 31 December 2019 the advance payments for acquisitions of long-term assets amount to BGN
1,156 thousand (31 December 2018: BGN 1,474 thousand) which are included in the long-term tangible
assets' acquisition cost.

Collaterals on loans
The Company has not pledged any property, plant and equipment as collaterals of its liabilities.
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
complesity of the assets held and the long periods of time these assets are the property of the Company.
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6. Intangible assets

The catrying amounts of the intangible assets for the reporting period can be analysed as follows:

Carrying amount
Balance at 01.01.2019
Additions

Disposals

Balance at 31.12.2019
Amortisation
Balance at 01.01.2019
Amortisation
Disposals

Balance at 31.12.2019
Carrying amount at

31 December 2019

Carrying amount

Balance at 01.01.2018
Additions

Disposals

Balance at 31 December 2018
Amortisation

Balance at 01.01.2018
Amortisation

Disposals

Balance at 31 December 2018
Carrying amount at

31 December 2018

Development Patents and Software Other Total
products licences

BGN '000 BGN'000 BGN '000 BGN '000 BGN '000

53,224 5,285 14,511 69,743 142,763

686 1,163 381 - 2,230

- (310) (82) - (392)

53,910 6,138 14,810 69,743 144,601

(47,706) (3,044) (12,538) (69,743) (133,031)

(1,219) (1,384) (687) - (3,290)

- 310 82 - 392

(48,925) (4,118) (13,143) (69,743) (135,929)

4,985 2,020 1,667 - 8,672

Development Patents and Software Other Total
products licences

BGN '000 BGN'000 BGN'000 BGN '000 BGN '000

53,224 4278 14,315 69,743 141,560

- 1,007 236 - 1,243

: : (40) . (40)

53,224 5,285 14,511 69,743 142,763

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

(1,344) (610) (727) - (2,681)

- - 40 - 40

(47,706) (3,044 (12,538) (69,743) (133,031)

5,518 2,241 1,973 - 9,732

The products of research and development activity are the result of scientific research on programmes
and methodologies, created 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 2019. 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 properties

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

31 December 31 December

2019 2018

BGN '000 BGN '000

Beginning of the year 4,100 4,095
Increase from fair value measurement 73 6
Dectease from fair value measurement (53) 1
At year-end 4,120 4,100

Fait value measurement

The investment properties were measured at fair value as at 31 December 2019. The fair value
measurement is based on the observable and unobservable data, adjusted by specific factors, such as area,
location, and current use. The performed valuation is consistent and recurring due to the application of
the fair value model under IAS 40 and is petformed regularly as at the date of each financial statement
with the assistance of independent certified appraisers. The input data, used in the valuation, are subject
to adjustments, however, they are directly or indirectly available for observation. As a result, the
hypothesis employed is categorised as hypothesis of Level 2.

The table below provides a description of the valuation techniques, used to determine the fair value of
investment property as at 31 December 2019, and the significant unobservable input data used:

Weight of
Valuation method the . Valuation techniques Significant .
valuation unobservable input data
method
Market prices of similar Information on concluded
Compatative method 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 to
construct it at the time of
Cost of assets method 0% Current valuation method the valuation, increased by

the value of the land and
the improvements, made
on the property

Operating lease as a lessor
The Company has concluded a contract to lease real estates - land and building -for a 10-years period.

The future minimum lease payments under the contract are as follows:
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31 December 31 Decembet

2019 2018
BGN '000 BGN '000
Up to 1 year 285 285
From 1 to 5 years 1,141 1,141
Over 5 years 190 475
1,616 1,901
8. Investments in subsidiaries
The Company has the following investments in subsidiaries:
Country of Principal 31 December 2019 31 December 2018
Subsidiaty name incorporation activities
BGN BGN
'000 % '000 %
Kozloduy NPP - New Constructing
Build EAD Bulgaria of power units 14,000 100 14,000 100
Generation
and sale of
Kozloduy HPP EAD Bulgaria electricity 1,082 100 1,082 100
Interpriborservice Maintenance
00D Bulgaria services 79 63.96 79 63.96
15,161 15,161

Investments in subsidiaries are accounted for in the separate financial statements of the company at cost.

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

The company owns 100% of the capital of Kozloduy HPP EAD, Kozloduy, comprised of 1,082 ordinaty,
registered shates at par value of BGN 1,000 each.

The company has a controlling interest of 63.96% in the capital of Interpriborservice OOD, 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 2019 Kozloduy HPP EAD have distributed dividends amounting to BGN 728 thousand (2018: BGN
762 thousand), and Interpriberservice OOD amounting to BGN 32 thousand. (2018: BGN 35
thousand).

The Company does not have contingent liabilities or other undertaken commitments, related to
investments in subsidiaries.
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9. Long-term trade and other receivables

31 December 31 December

2019 2018

BGN '000 BGN '000

Trade receivables 3,818 4,200
Impairment of trade receivables - (939)
Financial assets 3,818 3,261
Long-term trade and other receivables 3,818 3,261

In 2018 Kozloduy NPP EAD and State Enterprise Radioactive Waste (SERAW) signed an agreement for
a rescheduling plan for a trade receivable amounting to BGN 5,346 thousand at contracted annual
interest rate of 3%. The deadline for redemption of the reccivable under the agreement is 30 December
2030. The receivable is uncovered. As at 31.12.2019 the SE RAW debt under the agreement amounts to
BGN 3,818 thousand.

10. Equity instruments at fair value through other comprehensive income (OCI)

The company has 1.12% (50,400 shares) participation in the capital of the Insurance Shareholding
Company "Energia” (ZAD Energia), Sofia, incorporated in Bulgaria. The majority shareholder of ZAD
Energia is Allianz Bulgaria Holding AD.

On 01 January 2019 the Company reclassified the investment in ZAD Energla in the Equity instruments
at fair value through other comprehensive income (OCI) category, because the Company intends to keep
the investment for a long time by reason of strategic goals.

31 December 2019 31 December 2018

BGN '000 BGN '000

Equity instruments at fair value through other 457 466
comprehensive income (OCI)

457 466

In 2019 the company received dividends of BGN 106 thousand from ZAD Energia (2018: BGN 173
thousand).

Valuation techniques and significant unobservable input data

The table below provides a description of the valuation techniques as at 31 December, used to determine
the fair value at Level 3, and the significant unobservable input data used:

Investments in shares and stakes in  Valuation approaches and Significant unobsetvable input data
the capital of other companies and  techniques
enterprises (minority interest)

Level 3 a. Income approach * estimated annual rate of free cash
flows change
Valuation technique: * terminal growth
Dividend discount model * discount rate
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11. Deferred tax assets and deferred tax liabilities

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

Deferred tax assets /(liabilities) 01.01.2019 Recognised in  Recognised in 31.12.2019
other profit or loss
comprehensive
income
BGN '000 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 (18,474
Property, plant and equipment - impairment 1,215 - - 1,215
Investment propertics - revaluation (107) - @) (109)
Financial instraments at fair value (23) 1 - (22)
Current assets
Inventoties - impairment 1,047 - 46 1,093
Trade and other receivables - impairment 1,697 - (104) 1,593
Cash at banks - impairment 91 - 56 147
Non-current liabilities
Liabilities for retirement employee benefits 6,509 2,742 2,647 11,898
Current liabilities
Provisions 4,178 - 3,987 8,165
Unused leaves by the personnel 2,020 - 303 2,323
Accrued bonuses to the personnel 320 - 460 780

(163,573) 2,743 13,079 (147,751)
Deferred tax assets 17,077 27,214
Deferred tax liabilities (180,650) 174,965)
Recognised as:
Deferred tax liabilities, net (163,573) (147,751)
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Deferred tax for the comparative period 2018 can be summarised as follows:

Deferred tax assets /(liabilities)

Non-current assets

Property, plant and equipment -
revaluation

Property, plant and equipment -
depreciation

Property, plant and equipment -
impairment

Investment properties - revaluation
Financial instruments at fair value

Current assets

Inventory - impairment
Trade and other receivables -
impairment

Cash at banks - impairment

Non-current liabilities
Liabilities for retirement employee
benefits

Current liabilities

Provisions

Unused leaves by the personnel
Accrued bonuses to the personnel

Deferred tax assets

Deferred tax liabilitics
Recognised as:

Deferred tax liabilities, net

12. Nuclear Fuel

as at 01 January 2018

Fuel, purchased over the year
Transfers

Fuel, spent over the year

as at 31 December 2018

Fuel, purchased over the year
Transfers
Fuel, spent over the year

as at 31 December 2019

01.01.2018 Recognisedin  Adjustments Recognised in  31.12.2018
other from initial profit or loss
comprehensive  application of
income IFRS 9 (Note
3.1)
BGN '000 BGN '000 BGN '000 BGN '000 BGN '000
(154,463) (1,897) - (156,360)
(33,589) - - 9,429 (24,160)
465 . - 750 1,215
(106) - - ) (107)
. 6 (29) - 23
1,051 . - “ 1,047
733 - 377 587 1,697
- - 54 37 91
5,809 1,178 - (478) 6,509
67 - - 4111 4,178
1,821 - - 199 2,020
654 - (334) 320
(177,558) (713) 402 14,296 (163,573)
10,600 17,077
(188,158) (180,650)
(177,558) (163,573)
Fuel loaded in the Fresh Nuclear
reactors Fuel Total
BGN '000 BGN '000 BGN '000
75,437 160,006 235,443
- 117,065 117,065
136,370 (136,370) -
(138,5406) - (138,546)
73,261 140,701 213,962
- 211,234 211,234
112,182 (112,182) -
(121,589) - (121,589)
63,854 239,753 303,607
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13. Inventory

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

Spare parts
Fuels

Metals
Equipment
Reagents

Other materials
Total materials
Goods

Total Inventories

31 December 31 December
2019 2018
BGN '000 BGN '000
44,023 49,134
3,335 3,354

968 999

585 893

869 918

4,368 4,581
54,148 59,879

155 139
54,303 60,018

An impairment of the idle inventory was performed as at 31 December 2019 based on the report of an
independent certified appraiser amounting to BGN 495 thousand and an impairment from previous
petiods amounting to BGN 4 thousand was recovered. An impairment of the idle inventory was
performed as at 31 December 2018 based on the report of an independent certified appraiser amounting
to BGN 130 thousand and an impairment from previous periods amounting to BGN 3 thousand was

recovered.

Inventory was not pledged as collateral of liabilities.

14. Tradeand other receivables

Trade recetvables

Impairment of trade receivables

Receivables from litigations and writs

Impairment of receivables from litigations and writs
Receivables from CCB (insolvent) net from impairment
Impairment of a receivable from the CCB (insolvent)
Other receivables

Impairment of other receivables

Financial assets

Advance payments

Prepayments

Non-financial assets

Trade and other receivables

All receivables are short-term, except those disclosed in Note 9.

31December 31 December
2019 2018
BGN '000 BGN '000
69,948 45,097
9,272) (7,017)
2,766 2,701
(2,409) (2,359)
4,024 4,537
(4,024) (4,218)
8,478 3,201
(141 (191)
69,370 41,751
529 864

725 577

1,254 1,441
70,624 43,192

All trade and other recetvables as at 31 December 2019 have been reviewed for indication of impairment.

The change in impairment of trade and other receivables may be presented as follows:
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2019 2018

BGN '000 BGN '000

Balance at 1 January 14,724 7,329

Adjustments from initial application of IFRS 9 - 1,038
(Note 3.1)

Balance at 1 January (restated) 14,724 8,367

Impairment loss 1,365 7,176

Recovering of impairment loss (244 (820)

Other adjustments - 1

Balance at 31 Decembet 15,845 14,724

An analysis of the age structure of trade and other receivables is provided in Note 40.2.

15. Cash and cash equivalents

Cash and cash equivalents include the following items:

31 Decembet 31
2019 December
2018
BGN '000 BGN '000
Cash at banks and cash in hand, denominated in:
- Bulgarian Leva (BGN) 387,379 232,045
- Euro (EUR) 9,671 8,590
- US Dollars (USD) 4 4
Cash and cash equivalents in the separate statement of cash
flows 397,054 240,639
Effect of IFRS 9 (1,471) (914)
Cash and cash equivalents in the separate statement of
financial position 395,583 239,725

The cash at banks in current accounts bear an interest with floating interest rates, based on the daily
interest rates on bank deposits.

The Company has set aside the expected credit losses to the amount of BGN 1,471 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 mstitutions.

The Company has BGN 41,775 thousand in a special account in CB Eurobank Bulgaria AD, open under
terms and conditions approved by the Ministry of Energy. The funds that are set aside from the available
cash resources of Kozloduy NPP EAD are blocked and not available to effect any other payments
beyond their purpose. They are spent purposefully only to cover SNF management costs, including for
activities related to transportation, technological storage and reprocessing of SNF, that were not carried
out during the previous years.

16. Assets and liabilities, classified as held for distribution to the owners
The radioactive waste reprocessing, storage and disposal are activities from the RAW management 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 authorities.

By Decision of the Ministry of Economy and Energy (Minutes No. 6/17.10.2011) SE RAW was

appointed as sole decommissioning operator for Units 1- 4.

By Decision No.1038 of 19.12.2012 of the Council of Ministers of the Republic of Bulgaria for declaring
Kozloduy NPP Units 3 and 4 radioactive waste management facilities and transferring their management

46



‘‘‘‘‘‘

Kozloduy NPP FAD
Separate Financial Statements
31 December 2019

to SE RAW, all activities related to the decommissioning of Units 1-4 and nuclear facilities definitively
closed for decommissioning were transfetred to SE RAW for implementation and management.

As of 31 December 2019, together with SE RAW, the required measures were taken to declare the
unfinished "Facility for processing and conditioning of solid radioactive waste (RAW) with a high volume
reduction coefficient" a facility for management of RAW and other assets which are in the process of
acquisition under launched projects for implementation of nuclear facilities decommissioning activities

private state property, and to transfer them to SE RAW for management.

The carrying amount of the assets and liabilities, intended for distribution between the owners that should
be transferred to SE RAW can be presented, as follows:

31 December
2019
BGN '000
Assets

Lands and buildings 1,069
Machines, plant, and equipment 8,667
Acquisition costs 47 541
Total assets 57,277

Liabilities
Retained amounts under construction contracts 2,170
Financing 43,709
Total liabilities 45,879

As at 31.12.2019 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 that the assets and liabilities will be
transferred in 2020.

17. Equity
17.1. Shate 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: :
2019 2018

Number of Number of

Number of shares issued and fully paid: shares shares
At the beginning of the year 24,458,489 24 458 489
Issue of shares - -
Number of shares issued and fully paid 24,458 489 24 458 489
Total number of shates, authorised on 31 Decembet 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 Decision of the Board of Directors of BEH EAD dated 23.05.2017 the share capital of the
Company was increased by BGN 8,420 thousand, representing the retained earning 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
shareholders' meeting. On 4 September 2017, 24,458,489 shares were registered in the Commercial
Regiser and the Company's capital was increased to BGN 244,584,890.
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17.2. Legal resetves

Legal reserves are formed by joint stock companies, such as Kozloduy 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 reserves are at
least one tenth portion of the net profit, share premium account, and the funds foreseen in the statute or
by a decision of the sole owner.

Legal reserves

BGN '000
Balance at 01 January 2018 24,458
Reserves build-up at the expense of retained earnings -
Balance at 31 December 2018 24,458
Resetves increase via retained earnings -
Balance at 31.12.2019 24,458
17.3. Revaluation resetve 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 certified appraiser, less the respective deferred tax liabilities.

Revaluation reserve of non-
financial assets

BGN '000
Balance at 01 January 2018 1,384,245
Transfer to retained earnings upon disposals of assets 16,629
Balance at 31 December 2018 1,400,874
Revaluation of non-financial assets, net of tax -
Transfer to retained earnings upon disposals of assets (734)
Balance at 31 December 2019 1,400,140

17.4.  Other reserves

Other reserves, amounting to BGN 676,667 thousand (31 December 2018: BGN 826,667 thousand) are
formed as follows:

e BGN 592,132 thousand from previous years' revaluation reserve, which might be used for
increasing the company's capital,

o  BGN 84,535 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 losses, and for other purposes.

17.5. Declared and paid dividends

By virtue of Minutes No. 37-2019/11 June 2019 of the Board of Directors of BEH EAD and according
to Order No. 1 of the Council of Ministers of the Republic of Bulgaria, distribution of the profit for 2018
for a dividend amounting to BGN 80,056 thousand, were approved. The dividend attributable to one
share is BGN 0.03. (2018: BGN 0.02). By virtue of Minutes No. 65-2019/08 October 2019 of the Board
of Directors of BEH EAD payment of an additional dividend in 2019 amounting to BGN 150,000
thousand was approved.

As at the date of preparation of these separate financial statements, Kozloduy NPP EAD does not owe
any dividend to BEH EAD.
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18. Borrowings
Loans include the following financial liabilities:

31 31
Effective interest December December
rate Maturity 2019 2018

BGN '000 BGN '000
Non-current:

Loan obligation to EURIBOR + from 1 January 2021
EURATOM - principal 0.079% to 0.13% to 10 May 2021 10,879 33,127
10,879 33,127
Current:
from 16 January
Loan obligation to EURIBOR + 2020 to 31
EURATOM - principal 0.079% to 0.13% December 2020 22,248 33,005
Accrued interest on the
loan to EURATOM 585 885
22,833 33,890
Total borrowings 33,712 67,017

In 2000, Kozloduy NPP EAD signed an agreement with the European Atomic Energy Community
(EURATONM) 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, different repayment schedule, and different maturity. The first tranche is at a
fixed interest of 5.76%, while the remaining tranches are at floating interest rates, based on a 6-month
EURIBOR plus a mark-up, varying from 0.079% to 0.13% for the different tranches. Each tranche has a
separately contracted repayment schedule, with 10 May 2021 being the latest contracted maturity date.
The loan is irrevocably and unconditionally secured by the Government of the Republic of Bulgaria and
by NATIONAL ELECTRICITY COMPANY EAD (a related party under common control).

The loan contract contains special clauses with restrictive conditions as regards changes of the ultimate
owners, as well as financial conditions requiring the achievement of certain levels of the gearing ratio and
debt service coverage (see Explanation 40).

The book value of trade and other receivables is accepted as a reasonable estimated amount of their fair
value.

19. Retentions on construction contracts

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

2019 2018

BGN '000 BGN '000

Non-current 978 863
Current 3,210 4,971
4,188 5,834

In accordance with the signed contracts for construction of property, plant and equipment, the company
tetains a part of the amount of the invoiced construction works as a performance guarantee and
guarantee for the timely execution of the construction and installation works by subcontractors. The
retained amounts are interest free. In compliance with the contracted conditions, part of the retained
amounts in the form of performance guarantees and guarantees for the timely execution of the
construction and installation works, should be paid to suppliers after obtaining permits to use, while the
remaining amounts should be paid in the contracted time frames.

As at 31.12.2019 retained guarantees to the amount of BGN 2,170 thousand were classified as liabilities
held for distribution to owners. (Note 16)
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20. Financing

31 December 31 Decembet

2019 2018

BGN '000 BGN '000

On 01 January 159,051 186,004

Received over the year - -

Recognised in profit or loss (4,081) (5,560)
Classified as liabilities held for distribution to owners (43,709)

Recovered 45 (21,393)

On 31 December 111,306 159,051

Non-current 106,966 154,616

Current 4,340 4435

The financing is obtained under programmes and funds for comstruction 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 NPP's assurances about the appropriateness of the project and its future purpose, the
analyses for storage of WWER-440 SNF submitted unti that moment were not accepted by the donors
due to various reasons.

In this regard at the meeting held on 10 July 2018 the Assembly decided that Kozloduy NPP EAD shall
submit a 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, taken at the Assembly
of donors, through repayment of the sum in four equal annual repayment instalments, each amounting to
EUR 3,223,000, payable in the period 2019 - 022 without interest accrual, and this plan was accepted by
EBRD.

At its meeting with Minutes No. 9/22.03.2019 the Board of Director of Kozloduy NPP EAD with
decision 9.3.1. reviewed and approved the execution of the decision of the Assembly of donors of
Kozloduy International Decommissioning Support Fund in compliance with the option accepted by the
EBRD for deferred repayment of the funding in mnstalments.

In 2019 payment amounting to BGN 6,304 thousand was effected, wheteby the company's debt to
EBRD totalled BGN 18911 thousand.

As at 31.12.2019 financing amounting to BGN 1,453 thousand were classified as liabilities held for
distribution to owners. (Note 16)

21. Liabilities for retitement employee benefits

In accordance with the Bulgarian labour legislation and the Collective labour agreement, the Company is
obliged to pay to the personnel a certain number of gross monthly salaries upon their retirement,
depending on the employees' years of services in the company and the labour category. The retirement
defined employee benefit plan is not funded.

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

Interest risk
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e The present value of the liabilities under defined benefit plans is calculated at a discount rate,
determined on the basis of the market profitability of the treasury shares held. The maturity of
the securities cortesponds to the estimated time of the liabilities under defined benefit plans and
they are denominated in Bulgarian Leva. A decline in the market profitability of the treasury
shares held will result in increase of the Company's liabilities under defined benefit plans.

Risk of changes in the population's life expectancy
e Increase in the estimated life expectancy of the personnel would result in increase of the liabilities
under defined benefit plans.

Inflation risk
e Increase in the inflation would result in increase of the liabilities under defined benefit plans.

The changes in the present value of the liabilities for retitement employee benefits are as follows:

2019 2018

BGN '000 BGN '000
Balance at 1 January 65,088 58,085
Interest costs 679 822
Current labour experience costs 8,588 7,814
Past labour experience costs 31,200 502
Actuarial (gains) / losses, related to liabilities upon retirement due to
illness (retirement employee benefits) 1,073 483
Retirement employee benefits paid (15,068) (14,399)
Actuarial (gains) / losses from change in the actual expetience 17,834 9,822
Actuarial (gains) / losses from change in the financial assumptions - 1,937
Actuarial (gains) / losses from change in the discount rate 1,316 -
Actuarial (gains) / losses from increase in the
salaties growth in long-term perspective 8,073 -
Actuarial (gains) / losses from changes in the demogtraphic
assumptions 196 22
Balance at 31 December 118,979 65,088
Non-current 84,707 50,665
Current 34272 14,423

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

31 December 2019 31 December 2018

Discounting rate 0.6% 1.0%
5% for the first 3 years; 2% for the first 3 years;

Future increase in the remunerations After that 5% per year After that 2% per annum

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 best estimate.

The total amount of the company's retirement employee benefits, recognised in profit or loss, can be
presented as follows:
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Retirement employee benefits costs

2019 2018

BGN '000 BGN '000

Current labour experience costs 87588 7>814

Past labour experience costs 31,200 502

Interest costs 679 822
Actuarial (gains) / losses, related to liabilities upon retitement due to

illness (retirement employee benefits) 1,073 483

Total expenses, recognised in profit or loss 41,540 ' 9,621

The expenses, incurred with regards to current and past labour experience, as well as the actuarial losses
related to liabilities upon retirement due to illness (retirement 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
incommne, can be presented as follows:

2019 2018

BGN '000 BGN '000
Actuarial (gains) / losses from change in the actual experience
assumptions (17,834) (9,822)
Actuarial (gains) / losses from change in the financial assumptions - (1,937)
Actuarial (gains) / losses from change in the discount rate (1,3106) -
Actuarial (gains) / losses from increase in the
salaries growth in long-term perspective (8,073) -
Actuarial (gains) / losses from changes in the demographic
assumptions (196) (22)
Total Actuarial (gains) / losses, tecognised in other
comprehensive income (27,419) (11,781)

Based on past experience, the Company expects to pay BGN 34,272 thousand contributions under
defined benefit plans in 2019.
The weighed average duration of the liability to pay defined benefits as at December 2019 is 14,00 years.

The significant actuarial assumptions in determining the liabilities under defined benefit plans, relate to
the discounting rate, the estimated percentage of increase of salaries, the percentage of personnel's
turnover, and the estimated life expectancy.

The table hereafter presents a sensitivity analysis and summarises the effects of changes in these actuarial
assumptions on the liabilities under the defined benefit plans as at 31 December 2018:

Changes in significant actuarial assumptions

in BGN '000

Discounting rate Increase by 1% Decrease by
0

Increase/(decrease) in liabilities under defined benefit plans (4,060) 4,:3/5

Percentage of increase of salaries Increase by 1% Decrease by
0

Increase / (decrease) in liabilities under defined benefit plans 4,252 (3,9;33
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Estimated life expectancy Increase by Decrease by 1
1year year

Increase/(decrease) in liabilities under defined benefit plans 357 (357)
Percentage of personnel's turnover Increase by 1% Decrease by
1%

Increase/(decrease) in liabilities under defined benefit plans (4,341) 4,664

The sensitivity analysis is based on a change in only one of the assumptions. 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:

3 31
Decembet December
2019 2018
BGN '000 BGN '000
Non-current
Other liabilities 12,607 18,656
Tease 574 -
Financial liabilities 13,181 18,656
Current
Liabilities to suppliers 47,657 29,307
Lease 220 -
Other liabilities 15,962 9,963
Financial liabilities 63,839 39,270
Liabilities for remunerations to the personnel 32,234 32,776
Liabilities for social security contributions 9,651 8,632
Tax liabilities 20,269 18,648
Liabilities under contributions to the DNF Fund, the RAW Fund, and 17,735 16,686
the ESS Fund
Liabilities under received advance payments 21 6,835
Non-financial liabilities 79,910 83,577
Trade and other payables 143,749 122,847

The net carrying amount of trade and other receivables is accepted as a reasonable estimated amount of
their fair value.

Other liabilities to the amount of BGN 18,911 thousand (current - BGN 6,304 thousand, and non-
current - BGN 12,607 thousand) are in relation to the Company's obligation to repay received financing.
As at 31.12.2018 the other payables amount to BGN 24,748 thousand. (current - BGN 6,092 thousand,
and non-current - BGN 18,656 thousand).

221. Lease

This note provides information on lease when the company is a lessee.

s Amounts recognised in the statement of financial position
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The statement of financial position shows the following sums related to lease:

Right-of-use assets
Transport vehicles

Lease liabilities
Current
Non-current

2019
Note BGN '000

791
791

220
74
794

The acquired assets with a right to use over the financial year 2019 were to the amount of BGN 910

thousand.

e Amounts recognised in the Statement of Profit or Loss and Other Comptehensive

Income

The Statement of profit or loss and other comptehensive income shows the following amounts related to

lease:

Depreciation of assets with a right to use
Transport vehicles
Interest costs (included in the financial costs)

The total lease cash flow in 2019 amounted to BGN 116 thousand.
23. Provisions

The carrying amount of the provisions can be presented, as follows:

Provision for Spent Nuclear Fuel

The adjustment of the provisions during the year is presented below.

Balance at 01.01.2019

Used

Disposals

Recognised provision

Carrying amount at 31 December 2019

2019
Note BGN '000

B 105
(105)
(14)

31 December 31 December

2019 2018
BGN '000 BGN '000
81,652 41,775
81,652 41,775

Provision fot
Spent Nuclear
Fuel

BGN '000
41,775

&

(947)

40,828

81,652

Provision of transport, teprocessing and storage of spent nuclear fuel

Pursuant to the effective Strategy for Management of the Spent Nuclear Fuel and Radioactive Waste until

2030, adopted by a decision of the Council of Ministers on 2 September 2015, the Company is obliged to

transport at least 50 tons of heavy metal annually spent nuclear fuel (SNF) for reprocessing and storage in

Russia, under the presence of favourable financial and economic conditions.
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In 2018, a Framework Annex to the Contract for the transportation, temporary technological storage and
reprocessing in Russia of 414 WAWWER-1000 SNF assemblies for the period 2019-2023 was signed with
FSUE '"Production Association Mayak", Russia, in coordination with the European Supply Agency,
Euratom. Taking into account the lengthy nature of the preparatory activities for SNF's transportation,
including organisational and technical activities, preparation of the required documentation, obtaining
certificates and permits, the first transport of WWER-1000 SNF for technological storage and
reprocessing is planned to be carried out in the second half of 2020.

The commitment under the Strategy for transportation of 50 tons of heavy metal spent nuclear fuel
(SNF) from WWER-1000 was not fulfilled; therefore, provision costs for an obligation for transport of
spent nuclear fuel from WWER-1000 for technological storage and reprocessing to the amount of BGN
40,828 thousand were accrued in the current expenses of Kozloduy NPP EAD for 2019. The amount of
the calculated provision is based on the updated reliable assessment on the value of 1 transport of
WWER-1000 SNF (96 assemblies), in compliance with the Accounting policies of the Company and the
requirements of IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

As at the end of the reporting petiod, ending 31 December 2019, the amount of the recognised provision
required to cover the current obligation for SNF management is BGN 81,652 thousand, including the
value of the unfulfilled transportations of WWER-1000 SNF for technological storage and reprocessing
for 2018 and 2019.

24. Revenue from sale of production

2019 2018
BGN '000 BGN '000
Sales of electricity on the non-regulated market 1,250 86,575
Sales of electricity on the stock exchange market 1,186,687 881,329
Sales of electricity on the regulated market 131,691 130,868
Sales of electricity on the balancing market (7,511) 286
Revenue from sale of electricity 1,312,117 1,099,058
Sales of heat energy 1,933 2,007
Revenue from sale of production 1,314,050 1,101,065
25. Other revenues and incomes
2019 2018
BGN '000 BGN '000
Other revenue from contracts with customers, incl.
Revenue from sales of services 3,403 3,971
Revenue from sales of goods and current assets 1,232 957
Rental income 241 237
4,876 5,165
Other revenue/income, incl.
Income from penalties under contracts 2,520 1,463
Income from insurance events 756 776
Income from revaluation of PPE - 131
Income from assets' surplus 82 71
Income from waste 934 14
Other income 477 572
4,769 3,027
9,645 8,192
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26. Revenue from contracts with customers

26.1. Segment information on the revenne from 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. Geographic markets

Domestic market

26.3. Moment in time for revenue recognition

Products transferred at a certain moment
Products and services transferred in the course of time

2019 2018
BGN '000 BGN '000

1,312,117 1,099,058
1,033 2,007
3,644 4,208
1,232 957

1,318,926 1,106,230
2019 2018

BGN '000 BGN '000

1,318,926 1,106,230
1,318,926 1,106,230
2019 2018

BGN '000 BGN '000

1,232 957
1,317,694 1,105,273
1,318,926 1,106,230

The next table presents information about the accounting policy applied by the Company as regards
revenue recognition and time for meeting the obligation for fulfilment of contracts with customers under

substantial payment conditions

IFRS 15.
/ Type of product/ Character and time for meeting the Recognition of revenue under IFRS
service obligations for fulfilment, including 15

" Contracts for sales of | Electricity supplies are carried out all year-

clectricity round in a continuous mode of operation.
Since the customer simultaneously receives
~and consumes the benefits, the Company
- transfers control over electticity over time and
therefore meets the performance obligation
¢ and recognise revenues over time.
Usually invoices are payable within 30 days.

The sales revenue shall be recognised

- at every transfer of control over

electricity when it is supplied to the
customer and there are no unmet
obligations which could affect the
acceptance of electricity on behalf of
the customer. Electricity 1is  be
considered delivered to the customer
immediately  after  the seller or
customer registers schedules in the
scheduling system

administered by Electricity System
Operator EAD after coordination of

_the schedules between the parties.
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substantial payment conditions

| Revenue  from  heat © The supply of heat energy takes place all year
| energy round at continuous operating mode. Since

the customer simultaneously receives and
consumes the benefits, the Company transfers
control over the heat energy over time and
therefore meets the performance obligation
and recognises revenue over time.

Usually invoices ate payable within 30 days.

Revenue from services The control is transferred when the service is

completed.  The  receivables are  due
immediately .

Revenue from sales of The delivery is effected when the assets have |

current assets ¢ been paid to the customer, the risks of

potential losses have been transferred to the
- customer and/or he has accepted the assets in
- accordance with the sale contract. The usual

© payment term is up to 30 after delivery.

Character and time for meeting the o
. service obligations for fulfilment, including

to be rendered.

Rchgnition of revenue under IFRS
15 |

terms of the contract concluded.

Sales revenue is fééégﬂised on each
transfer of control over heat energy
when it is delivered to the buyer and !
there are no outstanding obligations
that could affect the buyer's heat
energy acceptance. The heat energy is |
considered delivered to the customer

- at the time of consumption. Quantities
- delivered are reported by means of a

heat meter in the substation where the
commercial metering takes place once
a month.

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

- contract concluded.

The company transfers the control
over the services in the course of time
and, therefore meets the performance
obligation and recognises revenue over
time. If the service is not completed
fully ull the end of the reporting
petiod, the revenue is recognised
based on the actual service rendered
till the end of the reporting period as a
proportional part of the total services

Revenue from sales of current assets
are recognised when the control over
the assets sold is transferred.

26.4. Balances under contracts with customers

Trade receivables
Trade receivables from related parties

31 December 31 December

2019 2018
BGN '000 BGN '000
69,048 41,341
53,923 94,736
123,871 136,077

The trade receivables are not interest-bearing and the usual credit term is up to 30 days.

The carrying amount of the trade receivables which are interest-bearing and have a credit term over one
year is BGN 3,818 thousand (as at 31.12 2018 - BGN 3,261 thousand).
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27. Cost of materials

Nuclear fuel, lubricants and fuels
Spare parts and tools

Materials for current maintenance
Working and special outfits
Reagents for production
Purchased electric energy
Specialised literature and stationery
Construction materials and metals

Advertising materials

28. Hired services costs

Repair and maintenance services

Services, provided in connection to extending the licences of Unit

5 and Unit 6

Insurance of property msurance and nuclear damage
Armed security and fire security

Fees for permits by regulatory bodies

Taxes and fees

Transmission grid access fee

Consulting services

Transport costs

Services for providing safety food, as per ordinance
Sanitation and landscaping

Water-supply and sewerage services

Water usage fee

Researches, measurements and control

Training and qualification

Informational, postal and telecommunication services
Medical treatment services

Rents

Others

29. Employee benefits expenses

Salaries and wages

Soctal security costs

Soctal expenses, 1n cash

Food expenses, in accordance with Ordinance No.11
Other expenses for social services

Compensations, provided in accordance with the Labour Code

Retirement employee benefits

2019 2018
BGN '000 BGN '000
113,517 137,599
14,777 8,342
2,481 2,523
1,553 1,006
912 1,354
560 700
190 209
92 104
80 92
134,162 151,929
2019 2018
BGN '000 BGN '000
54,976 48,017
. 24,238
16,249 16,001
17,555 15,264
5,027 5,431
5,247 4,811
16,919 -
4,866 3,544
3,206 3,198
2,496 2,332
1,674 1,763
853 1,106
1,341 1,065
631 536
536 424
425 401
274 297
60 75
2,154 2,004
134,489 131,497
2019 2018
BGN '000 BGN '000
150,381 135,089
39,551 35,105
23,418 21,919
16,696 15,956
2,981 1,434
1,494 1,489
234,521 211,892
40,862 8,799
275,383 220,691
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30. Provisions costs

2019 2018
BGN '000 BGN '000
Provision for spent nuclear fuel 40,828 41,775
Provisions for other payables (947) (657
39,881 41,118
31. Impairment costs/tecovered impairment on financial assets (net)
2019 2018
BGN '000 BGN '000
Impairment of receivables from customers 1,316 6,844
Recovered impairment of receivables from related parties (2,155) (489)
Recovered impairment of other receivables (244) (645)
Impairment of receivables from litigations and writs 49 157
Impairment of cash at banks 557 372
477) 6,239

In 2019 the Company performed a review of the methodology and the assumptions used for the best
estimate of the expected credit losses over the previous reporting period, in order to decrease the
differences between the best estimates and the factual credit losses. With regards to the review, the
Company has changed its impairment model when calculating expected credit losses of long-term trade

and other receivables and receivables from related parties with a financial component, and of cash at

banks.

32. Other expenses

2019 2018
BGN '000 BGN '000

Annual instalment payment to the Decommissioning of
Nuclear Facilities Fund 98,409 82,385
Annual instalment payment to the Radioactive Waste Fund 39,363 32,954
Annual instalment payment to the ESS Fund 65,606 54,924
Impairment of property, plant and equipment - 7,632
Reimbursed financing 38 3,821
Donations and sponsorship 2,461 1,805
Membership fees 861 831
Business trips 795 687
Social costs 579 503
Shortages and defaults 336 354
Impairment of inventory 574 130
Reintegrated impairment of inventory @ 3
Entertainment cost 297 192
Penalties and charges under contracts 71 119
Penalties and charges under legal acts 2 25
Other expenses 750 818
210,138 187,177
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33. Financial income and financial costs

2019 2018
BGN '000 BGN '000

Intetest expense under borrowings 1,312 1,556
Total intetest expense under financial instruments that are

not carried at fair value in profit or loss 1,312 1,556
Interest expenses on liabilities for retirement employee benefits 678 822
Fees and commissions expenses 27 35
Negative exchange rate differences 100 113
Financial costs 2,117 2,526
The financial income for the presented reporting period can be analysed as follows:

2019 2018
BGN '000 BGN '000

Interest income under loans provided 283 339
Interest income under agreements 2,637 3,398
Interest income under cash in bank (current accounts) 136 196
Total interest income under financial assets that are not

carried at fair value in profit or loss 3,056 3,933
Income from dividends 866 970
Positive exchange rate differences 84 176
Income under discount on liabilities - 467
Financial income 4,006 5,546

34. Income tax expenses

The anticipated income tax expenses are based on the applicable tax rate for Bulgaria amounting to 10%
(2018: 10%) and the actual tax expenses recognised in profit or loss can be reconciled as follows:

2019 2018
BGN '000 BGN '000
Accounting profit from continuing operations 360,906 181,032
Accounting profit from discontinued operations - -
Accounting profit before tax 360,906 181,032
Tax rate 10% 10%
Estimated income tax expense (36,090) (18,103)
Tax effect of:
Inctease of the financial result for tax purposes (27,451) (27,980)
Decrease of the financial result for tax purposes 14,447 14,301
Current income tax expense (49,094) (31,782)
Deferred tax profit/(loss) as a result of:
Arising and reversal of temporary tax differences 13,080 14,296
Income tax expenses (36,014) (17,486)
Deferred tax income, recognised in other comprehensive income 2,743 713

Note 11 provides information on the deferred tax assets and deferred tax liabilities.
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35. Related party disclosures

The Company discloses the following related parties:

Sole owner of the Company, exetcising control (Patent Company)
Bulgarian Energy Holding EAD (BEH)

Sole owner of the Parent Company
The Republic of Bulgaria through the Minister of Energy

Subsidiaties

Kozloduy NPP - New Build EAD
Kozloduy HPP EAD
Interpriborservice OOD

Entities under common control with the Company (entities within the Group)

Natsionalna Elektricheska Kompania EAD, TPP Maritsa East 2 EAD, Mini Maritsa - Iztok 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 Iztok 3 AD, ContourGlobal Operations Bulgaria AD, ZAD Energia, POD
Allianz Bulgaria AD, HEK Gorna Arda AD

Joint ventures for BEH group
ICGB AD, South Stream Bulgaria AD, Transbalkan Electric Power Trading S.A. - NECO S.A.

Others - Independent Bulgarian Energy Exchange EAD since 16.02.2018 and all enterprises connected
with the State.

Key management personnel of the patent company as at 31 December 2019:
Jacklen Yosif Cohen - Chair of the Board of Directors

Ivan Todorov Yonchev - Member of the Board of Directors

Nasko Asenov Mihov - Member of the Board of Directors and Chief Executive Officer

Key management personnel of the Patent company as at 31 December 2019:
Andon Andonow - Chair of the Board of Directors

Zhivko Dinchev - Member of the Board of Directors

Jacklen Cohen - Member of the Board of Directors and Chief Executive Officer

Unless otherwise stated, none of the transactions incorporate special terms and conditions and no
3
guarantees were given or recetved.
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35.1. Related party transactions and related party payables as at year-end

Sole owner:
BEH EAD
BEH EAD

Subsidiaries:
Interpriborservice
00D
Interpriborservice
OOD

Kozloduy HPP EAD
Kozloduy HPP EAD

Kozloduy NPP -
New Build EAD
Kozloduy NPP -
New Build EAD

Other related parties
(under common control)
NEK EAD

NEK EAD

ESO EAD
ESO EAD

Mini Maritsa Iztok
EAD
Mini Maritsa Iztok
EAD

TPP Maritsa Fast
2 EAD

TPP Maritsa East 2
EAD

Other related parties

IBEX EAD

ZAD Energia
ZAD Energia

2019
2018

2019

2018

2019

2018

2019

2018

2019
2018

2019

2018

2019

2018

2019

2018

2019
2018

2019
2018
2019
2018

Sales to  Purchases Gross Impairment Amounts  Amounts
related from  amounts of the due from due to
parties related  due from amounts related related

incl. parties related due from  parties, net parties
dividends incl. parties related of
dividends parties impairment

' , BGN ' . BGN

BGN '000  BGN '000 1000 BGN '000 BGN '000 '000

144 230,439 29 - 29 19

145 276,897 28 - 28 19

72 6,451 38 - 38 640

77 6,633 42 - 42 645

737 - - - - -

1,111 - - - - -

14 - 1 - 1 2

14 - 1 - 1 2

132,898 52 52,367 (82) 52,285 -

134,353 778 100,408 (1,433) 98,975 -

9,986 24,890 818 818 4,763
424 163 358 - 358 872

, 1 - - - -

6,322 - - - - -
428,918 771 15,190 - 15,190 51
753 15,370 753 - 753 -
949 15,158 744 - 744 -
(83) 53,924 5,458

(1,433) 115,338 1,589

Sales to and purchases from related parties are petformed at contracted 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
electricity sold. The first agreement is of 28.02.2017 for the amount of BGN 47.497 thousand and the
associated interest to the amount of BGN 2,229 thousand, at contracted annual interest of 3%. The
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deadline for the repayment of the debt is 31.01.2020. The second agreement is for the amount of BGN
67,895 thousand and the associated intetest to the amount of BGN 2,262 thousand, at a contracted
annual rate of 3.87%. The deadline for repayment of the liabilities under the agreement is 29 February
2020. As at 31 December 2019 the remaining portion under the first agreement amounts to BGN 1,378
thousand, and under the second agreement - BGN 5,860 thousand.

35.2. Loans granted to related parties

31 December 31 December

2019 2018
BGN '000 BGN '000

Non-current:
Principal 7,767 10,540
Impairment 522 (789)
8,289 9,751

Current:

Principal 2,267 2,200
Interest 124 150
Impairment (17) (16)
2,374 2,334
Total loans grtanted 10,663 12,085

The loan 1s 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 its repayment 1s until 2020. An annual interest rate equalling the BIR as at the date of
payment of the due instalment plus 0.30% margin was negotiated. Pursuant to 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
October 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 repayment 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 2019, Kozloduy HPP EAD repaid BGN
2,200 thousand and the credit balance as at 31 December 2019 amounted to BGN 10,540 thousand. The
loan is secured by a promissory note. The interests accrued in 2019 amounted to BGN 308 thousand
(2018: BGN 339 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

2019 2018
BGN '000 BGN '000

Balance at 1 January 2,238 -
Adjustments from initial application of IFRS 9 - 2,727
Balance at 1 January (restated) 2,238 2,727
Impairment loss - 1,133
Recovery of impairment loss (2,155) (1,622)
Balance at 31 Decembet 83 2,238
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35.4. Transactions with key management personnel

The key management personnel of the Company includes members of the Board of Directors. Key
management personnel remuneration includes the following expenses:

2019 2018
BGN '000 BGN '000

Short-term employee benefits:
Salaries, including bonuses 344 272
Social security costs 30 21
Social costs 32 29
Allowances ) 46
Tantiemes 37 -
Total remunetations 437 368

36. Adjustment of liabilities resulting from financial activity

The changes in the Company's liabilities resulting from financing activity could be classified, as follows:

Long-term Short-term  Financial lease Total
borrowings borrowings 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:

Fair value - - 910 910

Re-classification (22,248) 22,248 - -

Accrued interest 1,081 - 1,081

31 December 2019 10,879 22,833 794 34,506

Long-term Short-term Total

borrowings borrowings
BGN '000 BGN '000 BGN '000
1 January 2018 66,132 40,056 106,188
Cash flows:

Payments - (40,727) (40,727)
Non-cash changes:

Re-classification (33,005) 33,005 -

Accrued interest 1,556 1,556

31 December 2018 33,127 33,890 67,017

37. Cashless transactions

In 2019, 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 2019 the Company has capital commitments amounting to BGN 70,422 thousand.
(31 December 2018: BGN 53,510 thousand) related to the acquisition of property, plant, and equipment.

64



Kozloduy NPP EAD
Separate Financial Statements
31 December 2019

As at 31 December 2019 the amount of contractual commitments related to the acquisition of nuclear
fuel is BGN 211,234 thousand. (31 December 2018: BGN 117,065 thousand).

Legal claims

Legal claims for the amount of BGN 230 thousand were brought against the Company (31 December
2018: BGN 235 thousand). None of the above claims is set out in details herewith, so as not to have a
setious impact on the Company's position in dispute resolution.

Guarantees
Bank guarantees and cash collaterals to the amount of BGN 95,977 were opened for the benefit of the
Company as at 31 December 2019 (31 December 2018: BGN 87,508 thousand).

As at 31 December 2019, the Company had provided the following guarantees 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 limit when initiating 2 CMBC bid for
electricity (monetary guarantee) - BGN 350 thousand,

— Guarantee collateral on the provision of a financial limit for participation on IBEX CMBC
segment amounting to BGN 1,498 thousand,

— Guarantee for concluding electricity trade transactions (monetary guarantee) - BGN 75 thousand.

—  Guarantee collateral for participation on the electricity exchange market (monetary guarantee) -
BGN 50 thousand.

— Guarantee obligations to society, for trading in electricity /monetaty guarantee/ - BGN 566
thousand.

— Guarantee collateral under a balancing contract /monetary guarantee/ - BGN 326 thousand.

— Guarantee collateral under contract for access and transmission of electricity /monetary
guarantee/ - BGN 7 thousand.

—  Guarantee collateral on securing financial limit to cover transactions - BGN 5,500 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 required to
maintain 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 signed on 27 July 2017, with one-year
coverage — from 1 August 2017 to 01 August 2018. The insurance amount is BGN 794 thousand, of
which BGN 779 thousand insurance premium and BGN 15 thousand tax on premium. As of 31 July
2018, a new one-year contract was concluded for the period 01 August 2018 — 01 August 2019. The
insurance amount is BGN 794 thousand (BGN 779 thousand insurance premium and BGN 15 thousaand
tax on premium). The Company took out a property insurance policy against industrial fire covering the
period from 1 January 2016 to 31 December 2020. For the period 01 January 2019 to 31 December 2019
the insurance sum amounts to BGN 15,369 thousand (EUR 7,858 thousand).

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 tax 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
following categoties:
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Financial assets Note 31December 31 December
2019 2018
BGN '000 BGN '000

Equity instruments at fair value through other
comprehensive income (OCI) 10 457 466

Debt instrtuments measured at amortised cost —
current and non-current

Trade and other receivables 9.14 73,188 45,012
Loans granted to related parties 35.2 10,663 12,085
Related parties receivables 351 53,924 115,338
Cash and cash equivalents 15 395,583 239,725

Total financial assets 533,815 412,626
Financial liabilities Note 31 December 31 December
2019 2018
BGN '000 BGN '000

Financial liabilities carried at amortised cost —
curtent and non-current:

Borrowings 18 33,712 67,017
Retentions on construction contracts 19 4,188 5,834
Trade and other liabilities 22 77,814 57,926
Payables to related parties 35.1 5424 1,589
Total financial liabilities 121,138 132,366

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 related to financial instruments

Management objectives and policies in trespect of risk management

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

The Company's risk management is a responsibility of the Company's Central Administration with the
assistance of the Board of Directors. Management priority objective is to ensure short-term and mid-term
cash flows while reducing financial market expositions. Long-term financial investments are managed in a
manner ensuring their Jong-term return.

The most significant financial risks that the Company is exposed to are described below.
40.1.  Market risk analysis

By using financial instruments, the Company is exposed to market risk and more specifically to the risk of
changes in the foreign currency exchange rates, interest risk, as well as risk of changes in specific prices,
resulting from the operating and investment activities of the Company.

40.1.1.  Currency risk

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 denominated in Euro.
Since the BGN to EUR exchange rate is fixed at 1.95583, the currency risk related to the Company's
Euro exposure is minimal.
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40.1.2. Interest risk

The Company"s policy is focused on managing and decreasing the existing interest risk for long-term
investments.

As at 31 December 2019 the Company's cash flows are exposed to interest risk, arising due to changes in
the market interest rates of the three tranches still to be repaid, denominated in Euro, under the Loan
Agreement with EURATOM, dated 29.05.2000, at contracted floating interest rate, equal to six-month
EURIBOR + margins in the range between 0.079% to 0.09%.

The Company provided to Kozloduy HPP EAD a loan at a floating interest rate based on the BIR plus a
margin of 2.5%.

All other financial assets and financial liabilities of the Company are with fixed interest rates.

The tables below show the sensitivity of the annual net financial result after taxation as well as of the
equity to possible changes in the interest rates of loans with floating interest rates based on the Bulgarian
BIR, amounting to +/- 0.01% (for 2018: +/- 0.01% ) and of loans with floating interest rates based on
the EURIBOR, amounting to +/- 0.1% (for 2018: +/- 0.1%) Those changes are considered possible on
the basis of observations of the established variations in the BIR and EURIBOR in 2018 and 2019. The
calculations are based on the change of the average market interest rate as well as on the financial
instruments used by the Group 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 clauses of the Euratom Agreement whereby in case
of unfavourable market conditions the Lender determines an interest rate which must include
administration fee for each tranche, amounting to 0.08 percentage points, i.e. this is the minimum annual
intetest rate under which its value may not 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
financial result is estimated at BGN 0, in relation to the applicable BNB regulations, which do not allow
base interest rates lower than 0.00% annually, as established during the year.

The effect of the Company's loans floating interest rates drop or rise is represented as profit or loss,
respectively and it has a similar effect on the equity based on the profit/loss component for the current

yeat
31 December 2019 Equity
Net financial result BGN '000 thousands of BGN
Interest rate Interest rate Intetest rate Interest rate
rise drop rise drop
Loans granted 1n BGN
(BIR +/-0.01%) 1 0 1 0
Loans obtained in EUR
(EURIBOR +/- 0.1%) (27 0 27) 0
31 December 2018 Equity
Net financial result BGN '000 thousands of BGN
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%) (56) 0 (56) 0
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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, receivables from customers, cash deposits, investments in securities, etc. The
Company's credit risk exposure is limited to the carrying amount of the financial assets approved at the
end of the reporting period as specified below:

Groups of financial assets — carrying amounts:
Fquity instruments at fair value through other comprehensive

mcome (OCI)

Debt instruments measured at amortised cost — current and

non-current

Trade and other receivables
Loans granted to related parties
Related parties recetvables
Cash and cash equivalents

Carrying amount

31 Decembet 31 Decembet
2019 2018

BGN '000 BGN '000
457 466

73,188 45012

10,663 12,085

53,924 115,338
395,583 239,725
533,815 412,626

The Company closely monitors for outstanding payables by customers and other counterparties,
identified individually or in groups, and uses this information 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
their solvency. Furthermore, the balances of trade receivables are continuously monitored, thus the

Company's exposure to doubtful debts and bad debts is insignificant.

The expected credit losses are calculated on the date of each reporting 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 of 31 January 2019 and 31 December 2018, respectively.

31 December 2019

Expected credit
loss percentage

Gross value of
receivables from

Impairment for
expected credit

Net value of
receivables from

Non-matured

From 30 to 90 days
From 90 to 180 days
From 180 to 360 days
Over 360 days

31 December 2018

customers loss customers

% BGN '000 BGN '000 BGN '000
7.34% 99,105 (4,973) 94,132
0% 4,432 (135) 4297
0% 1,221 ) 1,219
0% 9,868 (4,304) 5,564
33.76% 28414 6,514) 21,900
143,040 (15,928) 127,112

Expected credit
loss percentage

Gross value of
receivables from

Impairment for
expected credit

Net value of
receivables from

Non-matured

From 30 to 90 days
From 90 to 180 days
From 180 to 360 days
Over 360 days

Under agreements

customers loss customers
% BGN '000 BGN '000 BGN '000
0% 91,741 (8) 91,733
1% 93 ) 92
0% 26 - 26
6% 410 (24) 386
92% 14,997 (13,739) 1,258
3% 69,240 (2,385) 66,855
176,507 (16,157) 160,350
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As at the date of the separate financial statements, the age structure of the receivables is as follows:

As at 31 December 2019

30-90 90-180 180-360 >360 Total
Not overdue

days days days days
BGN '000 BGN'0000 BGN'000 BGN'000 BGN '000 BGN '000
Trade and other recetvables 50,367 3,559 12 5,532 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

As at 31 December 2018

Not 30-90 90-180 180-360 >360 Renegotiat Total

overdue days days days days ed

BGN '000 BGN '000 BGN '000 BGN'000 BGN '000 BGN '000 BGN '000
Trade and other

recetvables 39,654 92 26 351 1,258 3,631 45,012

Related parties

receivables 52,079 - - 35 - 63,224 115,338
91,733 92 26 386 1,258 66,855 160,350

The change in the impairment of trade and other receivables from third parties may be presented as
follows:

2019 2018

BGN '000 BGN '000

Balance at 1 January 14,724 7,329
Adjustments from the initial application of IFRS 9 - 1,038
Balance at 1 January (restated) 14,724 8,367
Impairment loss 1,365 7,176
Recovering of impairment loss (244 (820)
Other adjustments - 1
Balance at 31 December 15,845 14,724

Information about the change in the impairment of the trade and other receivables from related parties is
presented i Note 35.3.

The carrying amouants of the above mentioned financial assets represent the maximum possible credit risk
exposure of the Company with regards to these financial instruments.

40.3. Liquidity risk analysis

Liquidity risk refers to the possibility that the Company fails to settle its obligations when they fall due.
The Company provides the liquid resources it needs by carefully monitoring the payments under the
long-term financial liabilities repayment schedules, as well as the cash inflows and outflows arising in the
course of its ordinary activities. The needs of cash resources are compared with the available borrowings
i order to identify surplus or deficits. This analysis determines whether the available borrowings will
suffice to cover the Company's needs for the period.

In order to manage the liquidity risk, the Company collects its receivables, controls its cash outflows, thus
ensuring sufficient working capital. The resources for the long-term liquidity needs are provided through
borrowings of relevant size.

As at 31 December, the maturity dates of the Company's contractual liabilities are summarised as follows:
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1-5

31 December 2019 <3 months  3-12 months years Total
BGN '000 BGN '000 BGN '000 BGN '000
Borrowings 2,445 6,452 24,815 33,712
Retained amounts under construction contracts - 978 3,210 4,188
Trade and other liabilities 96,260 47,489 13,181 156,930
Payables to related parties 5,413 11 - 5,424
104,118 54,930 41,206 200,254

<3 months  3-12 th 15 Total

31 December 2018 ontus months years ota
BGN '000 BGN '000 BGN '000 BGN '000
Borrowings 11,246 22,644 33,127 67,017
Retained amounts under construction contracts - 4971 863 5,834
Trade and other payables 25,664 13,606 18,656 57,926
Payables to related parties 1,508 73 - 1,581
38,418 41,294 52,646 132,358

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 date.

41. Fair value measurement of non-financial assets

The Company groups its assets and liabilities, carried at fair value, into three levels based on the

significance of the mput information used in measuring the fair value of the assets and liabilities. The fair

value hierarchy has the following levels:

- Level 1: Market prices (unadjusted) in active markets for identical assets or liabilities;

- Level 2: Input data, other than market prices, included in Level 1 that can be observed for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. based on prices); and

- Level 3: Input data for the asset or liability that are not based on observed market data.

A financial asset or lability is classified at the lowest level of significant input information used in its fair
value measurement.

The following table represents the hierarchic levels of non-financial assets at 31 December, periodically
measured at fair value:

31 December 31 December
2019 2018
BGN '000 BGN '000

Property, plant, and equipment (Level 3):
- Land 13,600 13,226
- Buildings 439,185 449,946
- Machines, plant, and equipment 1,757,486 1,830,992
- Transport vehicles 7,619 5,677
Investment properties (Level 2): 4,120 4,100
Financial instruments at fair value through other 457 466

comprehensive income (OCI) (Level 3)

2,222,467 2,304,407

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.
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As at 31 December 2018 appraisers conducted a review for impairment. According to the review, the
carrying amount of the assets does not differ significantly from the fair value of the revalued assets as at
the end of the reporting period.

Significant 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 these
data are subjective, the Management believes that the final valuation would not be significantly affected
by other possible assumptions.

As at 31 December 2019 the Company has performed a fair value measurement of the non-current assets
of the property, plant, and equipment group in relation to their classification as Non-current assets held
for distribution to owners.

The table below presents the hierarchic levels of the non-financial assets as at 31 December 2019
measured periodically at fair value; it shows the fair value of non-current assets held for distribution to
owners to the amount of:

Property, plant, and equipment (Level 3):

- Buildings 1,069
- Machines, plant, and equipment 8,667
- costs for acquisition of tangible fixed assets 47 541

57,277

42. Capital management policy and procedures

The main objective of the Company's capital management is to ensure a stable credit rating and capital
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
economic environment. In order to maintain, or change, its capital structure, the company may adjust the
payment of dividends to the sole shareholder, to 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 result for the reporting period, as
follows:

2019 2018
BGN '000 BGN '000
Profit for the year, after tax 324,892 163,546

The Company shall comply with the externally imposed capital requirements relating to the debt ratio, in
accordance with a signed bank loan agreement. This ratio shall not exceed 2.
Debt setvicing

According to the Loan Agreement with Euratom of 10 May 2000, the financial covenants - Debt Setvice
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 between the free cash flow for the year and debt servicing amount, including interests and
principals for the respective year. This ratio shall not be less than 1.5. For 2019 the ratio amounted to
16.18 (2018: 8.47).

2019 2018
BGN

\J
BGN '000 1000
Free cash flow 555,534 344 928
Debt servicing 34,390 40,727
Coverage of the debt servicing 16.15 8.47
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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 of 31 December 2018 the cotrelation
amounted to 0.01 (31 December 2018: 0.03).

31 December 2019 31 December 2018

BGN '000 BGN '000
Borrowed capital 33,712 67,017
Equity 2,681,323 2,611,209
Indebtedness 0.01 0.03

The above indicators are monitored on an annual basis. They ate calculated based on the annual financial
statements of the Company submitted to the bank. The Management shall immediately notify the bank in
the event of non-performance. The Management believes that the Company complies with the required
levels of financial indicators stipulated in the signed Loan Agreement.

During the presented reporting periods, the Company has not changed its capital management objectives,
policies, and processes, nor the method for determining the capital.

43. Post-teporting date events

In the end of 2019 for the first time China came forward with new information about COVID-19
(Corona virus) when a limited number of cases of unknown virus were reported to the Wotld Health
Organisation. During the first several months of 2020 the virus spread worldwide and its negative impact
gathered speed.

On 11 March 2020, after cases of people infected with the new corona virus strains wete registered in 114
countries, the World Health Organisation (WHO) declared the outbreak of COVID-19 a pandemic.

On 13 March, on a request of the Government, the National Assembly declared a state of emergency in
Bulgaria due to the corona virus. The Management considers this a non-adjusting post-reporting date
event, since it believes that it would not bring in question the capability of the Company to continue its
operation as a going concetn.

Kozloduy NPP undertakes all necessary measures to protect the employee's health and to ensure reliable
operation of the nuclear power units.

The measures are in compliance with the instructions by the National Operations Task Fotce and the
orders by all national authorities are strictly implemented.

There are no other adjusting or non-adjusting post-reporting date events that require additional disclosure
or adjustment in the financial statements of Kozloduy NPP EAD as at 31 December 2019.

44. Disclosure pursuant to statutory requitements

These Separate Financial Statements were 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 fmancial 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 2019 (including comparison data) were approved
for issue by the Board of Directors on 20 March 2020.



