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ndependent Audifors Repart

To the Shareholders and the Board of Directors of
Public Joint-Stock Company Enel Russia

We have audited the consolidated financial statements of Public Joint-Stock Company Enel
Russia (the “Company”) and its subsidiaries (the “Group”), which comprise the consolidated
statement of financial position as at 31 December 2021, the consolidated statements of
profit or loss and other comprehensive income, changes in equity and cash flows for the
year then ended, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2021,
and its consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the independence requirements that are
relevant to our audit of the consolidated financial statements in the Russian Federation and
with the International Ethics Standards Board for Accountants International Code of Ethics
for Professional Accountants (including International Independence Standards) (IESBA
Code), and we have fulfilled our other ethical responsibilities in accordance with the
requirements in the Russian Federation and the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated financial statements
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion
on these matters.
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Valuation of property, plant and equipment

Please refer to the Note 5 in the consolidated financial statements.

The key audit matter

How the matter was addressed in our audit

The Group has significant
property, plant and equipment
balance which is material to
the consolidated financial
statements as at 31 December
2021.

The management identified
certain events and
circumstances  which may

indicate that some property,
plant and equipment items
may be subject to either
impairment loss or reversal of

previously recognised
impairment loss. This is in
particular related to the

Thermal generation assets and
Wind generation assets.

As at the reporting date
management performs
valuation of the recoverable
amount of the Group’s cash
generating units as their value
in use.

Due to inherent uncertainty
involved in forecasting and
discounting future cash flows,
which are the basis of the
assessment of recoverability,
this is one of the key judgmental
areas that our audit is
concentrated on.

We evaluated the reasonableness of the expected
cash flow forecasts by comparing them with the
latest approved budgets, externally derived data as
well as our own assumptions in relation to key inputs
such as forecasted volumes and tariffs of electricity,
costs inflation, foreign currency rates, discount rates
and terminal growth rates.

We used our own valuation specialists to assist us
in evaluating the assumptions and methodology
used by the Group.

In particular, we challenged:

- Power stations costs projections by comparing
them with historical results and industry peers;

- Electricity and power prices by comparing them
with historical data, economic and industry
forecasts;

- Volumes of electricity and power by comparing
them with historical volumes and industry
forecasts;

- Long term revenue growth rates in the forecasts
by comparing them with historical results,
economic and industry forecasts;

- The discount rates used. Specifically, we
recalculated the Group’s weighted average cost
of capital using market comparable information.

We also considered whether the sensitivity of the
impairment assessment to changes in key
assumptions reflected the risks inherent in the
valuation of property, plant and equipment.
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Allowance for expected credit loss for trade and other receivables

Please refer to the Note 23 in the consolidated financial statements.

The key audit matter How the matter was addressed in our audit

The Group accumulated | We obtained an understanding of and assessed the
significant balance of trade and | design and implementation of management’s key
other receivables which is | internal controls relating to estimation of expected
material to the consolidated | creditlosses.

Tiemgiel steteracnls. We obtained an understanding of the key inputs and

assumptions of the expected credit loss model

The Group’s loss allowances adopted by the management.

are based on management's
estimate of expected credit | We assessed the reasonableness of management’s
losses based on historical | loss allowance estimates using our own expectations
default data and estimated loss | based on available external data.

!'ates. Sl{Ch. : assessment We evaluated the adequacy of related disclosures in
involves a significant degree of . ) .

y the consolidated financial statements.
management judgement.

We identified the expected
credit losses for trade and other
receivables as a key audit
matter because determining the
level of loss allowance requires
the exercise of significant
management judgement.

Other Information

Management is responsible for the other information. The other information comprises the
information included in the Annual report but does not include the consolidated financial
statements and our auditors’ report thereon. The Annual report is expected to be made
available to us after the date of this auditors’ report.

Our opinion on the consolidated financial statements does not cover the other information
and we will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to
read the other information identified above when it becomes available and, in doing so,
consider whether the other information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.
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Responsibilities of Management and Those Charged with Governance for the

Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is responsible for
assessing the Group’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 Group or to cease operations, or has no realistic
alternative but to do so.

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditors’ 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 consolidated financial statements.

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

— Identify and assess the risks of material misstatement of the consolidated 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 Group’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 Group’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in the
consolidated 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
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our auditors’ report. However, future events or conditions may cause the Group to cease
to continue as a going concern.

— Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that achieves
fair presentation.

— Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance
of the group audit. We remain solely responsible for our audit opinion.

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 communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats or safeguards
applied.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters. We describe these matters in
our auditors’ 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 expec eigh the public interest benefits of such communication.

[
Principal registration nurmberokih eéntry in the Register of Auditors and Audit organizations

21906104815, acts on behalf of the audit organization based on the power of attorney
No. 101/21 as of 5 May 2021

JSC “KPMG”

Principal registration number of the entry in the Register of Auditors and Audit Organizations
No. 12006020351

Moscow, Russia
16 March 2022



PJSC Enel Russia

Consolidated statement of financial position

As at 31 December 2021

Thottsands of Russian roubles, unless otherwise stated

Notes 31 December 2021 31 December 2020

Assets

Non-current assets

Property, plant and equipment 5 69,778,627 53,077,215
Intangible assets & 723,200 628,339
Financial investments into equity shares 4,380 4,880
Deferred income tax asset 12 - ~
Other non-current assets 7 1,990,833 2,690,341

Total non-current assets 72,497,540 56,400,775
Current assets

Inventories 9 2,374,791 2,876,369
Trade and other receivables 8 5,892,277 5,493,353

Current derivative asset 23 77,817 157,600
Current income tax prepayments 459,614 162,894
Cash and cash equivalents 10 10,218,278 11,646,180
Total current assets 19,022,777 20,336,396
Total assets 91,520,317 76,737,171

Equity and liabilities

Equity 1t

Share capital 35,371,898 35,371,898

Share premium 6,818,747 6,818,747

Hedpge reserve (166,210} 245,230
Retained earnings/(accumulated deficit) 693,118 (1,773,982)
Total equity attributable to equity holders of PJSC Enel Russia 43,017,553 40,661,893

Non-controlling interests (119,170) (100,300)
Total equity 42,398,383 40,561,593
Non-current liabilities

Loans and borrowings 13 29,796,292 19,881,730
Deferred income tax liability 12 693,853 94,397
Employee benefits 14 1,103,730 1,290,660

Provisions 18 127,700 266,890

Other non-current liabilities 17 250,208 297,060

Total non-current liabilities 31,971,783 21,830,737
Current liabilities

Loans and borrowings 13 6,378,040 5,461,230
Current derivative liabilities 23 40 92,300

Trade and other payables 15 8,491,150 6,387,020

Current income tax payabie - -

Other taxes payable 16 426,395 417,042

Provisions I8 1,353,926 1,987,249

Total current liahilities 16,650,151 14,344,841

Total liabilities 48,621,934 36,175,578

Total equity and liabilities 91,520,317 76,737,171

General Director 5.M. Zweguintzow

Chief Accountant V.V. Grishachev

16 March 2022

The notes on pages 13 to 51 are an integral part of these consolidated financial statements.



PJSC Enel Russia

Consolidated statement of profit or loss and other comprehensive income
For the year ended 31 December 2021

Thousands of Russian roubles, unless otherwise stated

For the year ended For the year ended
Notes 31 December 2021 31 December 2020
Revenue 19 48,248,917 44,036,827
Operating expenses 20 (45,628,252) {38,5603,601)
Allowance for expected credit losses of frade and other receivables,
net ) (161,459) (487,102)
Other operating income. 997,508 546,321
Operating profit 3,456,714 5,532,385
Finance income 21 1,022,500 611,100
Finance costs 21 {1,234,593) (1,571,318)
Profit before income tax 3,244,621 4,572,167
Income tax expense 12 (664,859) (947,251)
Profit for the year 2,579,762 3,624,916
Other comprehensive (loss)/income
Net movement on cash flow hedges 22 (514,300} 2,217,513
Income tax effect 12,22 102,860 (443,503)
Net other comprehensive (loss)/income to be reclassified to
profit and loss in subsequent periods {411,440) 1,774,010
Actuarial gain/(losses) on defined benefits plans M 187,285 (71.876)
Income tax effect 12,14 (37.457) 14,375
Net other comprehensive income/(loss) not being reclassified to
profit and loss in subsequent periods 149,828 (57,501)
Total comprehensive income for the year 2,318,150 5,341,425
Profit attributable to:
Owners of PISC Enel Russia 2,598,632 3,634,756
Non-controlling interests (18,870) {9,840y
Total comprehensive income attributable to:
Owners of PISC Enel Russia 2,337,020 5,351,265
Non-controlling interests (18.870) (9,840}
Earnings per ordinary share for profit attributable to
the equity holders of PJSC Enel Russia — basic and diluted
(in Russian roubles per share) 0.1028

General Director

Chief Accountant

16 March 2022

S.M. Zweguintzow

V.V. Grishachev

The notes on pages 13 to 51 are an integral part of these consolidated financial statements.



PJSC Enel Russia

Consolidated statement of eash flows

For the year ended 31 December 2021

Thousands of Russian roubles, uniess otherwise stated

Notes

For the year
ended

31 December 2021

For the year
ended

31 December 2020

Cash flows from operating activitics

Profit before income tax

Adjustments for:
Depreciation and amortization
(Gain)/ioss on disposal of property, plant and equipment and other
non-current assets 7
Impairment of property, plant and equipment 5
Finance income 21
Finance costs 21
Change in allowance for expected credit losses of trade and

other receivables, net 8
Change in other provisions
Changes in defined benefit obligations
Adjustments for other non-cash transacfions

5,6,20

(Increase)}/decrease in trade and other receivables
Decrease in inventories

Increase/(decrease) in trade and other payables
Decrease in taxes payable, other than income tax

Net cash flows from operating activities before dividends and
income tax paid

Unclaimed dividends related to previous years
Income tax-paid

Net cash flows generated from/(used in) operating activities

Cash flows from investing activities

Acquisition of property, plant and equipment and other

non-current assets

Interest received

(Payments)/proceeds on derivatives

Proceeds from disposal of property, plant and equipment and other
non-current assets 357

Net cash flows used in investing activities

Cash flows frem financing activities
Proceeds from loans and borrowings
Repayment of loans and borrowings
Interest paid

Payment of lcase liabilities

Net cash flows generated from financing activities
Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at 1 January
Cash and cash equivalents at 31 December 10

General Director

Chief Accountant

16 March 2022

3,244,621 4,572,167
2,775,014 2,409,950
{636,556) 24,362
1,460,698 587,538
{1,022,500) (611,100)
1,234,593 1,571,318
161,459 487,102
(914,248) 466,989
61,968 76,925
9,848 {12,682)
6,374,897 9,572,569
{323,536) 614,085
312,668 981,093
1,306,071 £2,885,020)
(208,352) {4,547,546)
7,461,748 3,735,181
18,640 (3,006,611)
{296,720) (1,175,054)
7,183,668 (446,484)
(17,923,878) (14,032,551)
429,778 596,189
(587,273) 1,835,506
1,519,996 4,000,000
(16,563,377) {7,600,856)
15,927,401 11,516,604
(5,949,085) (1,666,667
(1,895,980) (1,206,073)
{130,529) {95,064)
7,951,807 8,548,800
(1,427,902) 501,460
11,646,180 11,144,720
10,218,278 11,646,180

S.M. Zweguintzow

V.V. Grishachev

The notes on pages 13 to 51 are an integral part of these consolidated financial statements.
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PJSC Enel Russia

Notes to the consolidated financial statements

For the year ended 31 Decemher 2021

Thousands of Russian ronbles, unless otherwise stated

I.  BACKGROUND

a, Organisation and operations

Public Joint-Stock Company Enel Russia {the “Company” or “Enel Russia”, previously known as OJSC “The Fifth
Generating Company of the Wholesale Electric Power Market”, Open Joint-Stock Company “Enel OGK-5", Open Joint-
Stock Company “Enel Russia™) was established on 27 October 2004 within the framework of Russian electricity sector
restructuring in accordance with the Resolution No. 1254-p adopted by the Government of the Russian Federation on
1 September 2003.

The Company is registered by the Lenin District Inspectorate of the Russian Federation Ministry of Taxation of
Yekaterinburg, Sverdlovsk region. The Company’s office is located at bld. 1, 7, Paviovskaya, 115093, Moscow, Russia,

As at 31 December 2021 Enel S.p.A owns 56.43% of the shares of Enel Russia, UROC LIMITED owns 2,618,132,410
ordinary shares (7.4% of share capital of Enel Russia); LL.C “RDIF Investment management-8” owns 1,959,157,833
ordinary shares (5.54% of share capital).

The Enel Russia Group (the “Group™) operates three State District Power Plants (“SDPP”) and one wind farmn (WF) and
its principal activity is electricity and heat generation. Furthermore, the Company owns the following subsidiaries:

Ownership / voting shares

31 December 31 December
Company name Country of incorporation 2021 2020
QJSC “Teploprogress™ The Russian Federation 60% 60%
LLC “Enel Rus Finance” The Russian Federation 100% 100%
LLC “Enel Rus Wind Stavropolye” The Russian Federation 100% 100%
LLC “Enel Rus Wind Kola™ The Russian Federation 0% 100%
LLC “Enel Rus Wind Azov” The Russian Federation 100% 100%

LLC “Enel Rus Wind Generation™ was renramed to LLC “Enel Rus Wind Stavropolye” in 2020,
LLC “Reftinskaya GRES” was renamed to LLC “Enel Rus Finance™ in 2021.

b. Relations with the State and its influence on the Group’s activities
The Group’s customer base includes a large number of entities controlled by or related to the state.

The Government of the Russian Federation directly affects the Group’s operations through regulation issued by
Government and relative authorities (including Ministry of Energy and the Federal Antimonopoly Service (“FAS™). The
operations of all generating facilities are coordinated by JSC “System Operator of Unified Energy System” (SO) in order
to meet system requirements in an efficient manner. SO is controlled by the Government.

Tariffs for sales of electricity for houscholders, heat and other products are calculated on the basis of legislative
documents, which regulate pricing of heat and electricity. Tariffs are calculated in accordance with the “Cost-Plus”
methed and “Indexation” method.

c. The COVID-19 outbreak

On 11 March 2020, the World Health Organization declared the coronavirus outbreak a pandemic. Responding to the
potentially serious threat the COVID-19 presents to public health, the Russian government authorities have taken
measures to contain the outbreak, including imposing restrictions on the cross-borders movement of people, entry
restrictions for foreign visitors and instructing business community to transfer employees to working from home.

During 2021, regional authorities have been gradually cancelling additional measures to enhance social distancing,
including closing schools, universities, restaurants, cinemas, theatres, museums and sport facilities.

As a result of the lifting of restrictions, the growth of business activity contributed to the fact that in the 4th quarter of
2021 the Russian economy has fully recovered from the fall in 2020.

The Group operates in an energy generating sector that has not been significantly affected by the outbreak of COVID-19.
The Group’s sales remained on its stable levels and its operations including supplies were not interrupted. Also, the
economic recovery in 2021 contributed to an increase in the utilization of generating capacities by the System Operator
and an increase in the Company's revenue.
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PJSC Enel Russia

Notes to the consolidated financial statements

For the year ended 31 December 2021

Thousands of Russian roubles, unless otherwise stated

1. BACKGROUND (continued)
c. The COVID-19 outbreak (continued)

In order to safeguard uninterrupted operating activities, Group’s management has implemented a number of measures,
which include:

— implementation of remote working program for a significant group of employees. For the activities that require the
presence on site, Group has immediately introduced strong protection measures for the employees with the same
requirements valid for our contractors;

— all operation schemes and maintenance activities are optimized so that to guarantee business continuity.

Taking into account the above-mentioned measures and the Group’s current operational and financial performance along
with other currently available public information, management does not anticipate significant adverse impact of the
COVID-19 outbreak on the Group’s financial position and operating results. However, management canmot preclude the
possibility that extended lockdown periods, an escalation in severity of such measures, or a consequential adverse impact
of such measures on the economic environment will have an adverse effect on the Group in the medium and longer term.
The Group also considers negative development scenarios and is ready to adapt its operational plans accordingly.
Management continues to monitor the situations closely and will respond to mitigate the impact of such events and
circumstances as they occur.

2. BASIS OF PREPARATION

a. Statement of compliance

These consolidated financial statements (“Financial statements™) have been prepared in accordance with International
Financial Reporting Standard (“IFRS™). Each enterprise of the Group individually maintains its own books of accounts
and prepares its statutory financial statements in accordance with the Regulations on Accounting and Reporting of the
Russian Federation. The accompanying Financial Statements are based on the statutory records and adjusted and
reclassified for the purpose of fair presentation in accordance with IFRS.

b. Basis of measurement

The consolidated financial statements are prepared on the historical cost basis except that derivative financial instruments
and financial investments classified as equity instruments at fair value through OCI are stated at fair value.

c. Functional and presentation currency

The national currency of the Russian Federation is the Russian rouble (“RUB™), which is the Company’s functional
currency and the currency in which these financial statements are presented.

All financial information presented in RUB has been rounded to the nearest thousand, except where otherwise indicated.
Each entity in the Group determines the same functional currency and items included in the financial statements of each
entity are measured using that functional currency.

d. Use of judgments, estimates and assumptions and changes thereof

Management has made a number of judgments, estimates and assumptions relating to the reporting of assets and liabilities
and the disclosure of contingent assets and liabilities to prepare these consolidated financial statements. Actual outcomes
may differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis, Revisions to accounting estimates are recognised
in the period in which the estimates are revised and in any future periods affected.

In particular, information about significant areas of estimation uncertainty and critical judgments in applying accounting
policies that have the most significant effect on the consolidated financial statements is described below:

Impairment of trade accounts receivable

In compliance with IFRS 9, as from I January 2018, the Group adopied a new impairment model based on the
determination of expected credit losses (ECL) using a forward-looking approach. The provision rates are based on the
Group’s historical observed default rates. The Group will calibrate the provision rates to adjust the historical credit loss
experience with forward-looking information. For instance, if forecast economic conditions (i.e., gross domestic product)
are expected to deteriorate over the next year which can Iead to increased cxpected losses in the manufacturing sector,
the expected credit losses are adjusted. At every reporting date, the historical observed default rates are updated and

changes in the forward-looking estimates are analysed.
14



PJSC Enel Russia

Notes to the consolidated financial statements

For the year ended 31 December 2021

Thousands of Russian roubles, wunless otherwise stated

2. BASIS OF PREPARATION (continued)

d. Use of judgments, estimates and assumptions and changes thereof (continued)

The assessment of the correlation between historical observed default rates, forecast economic conditions and ECLs is a
significant estimate. The amount of ECLs is sensitive to changes in circumstances and of forecast economic conditions.
The Group’s historical credit loss experience and forecast of economic conditions may also not be representative of
custormer’s actual default in the future.

Further details are given in Note 8.

Useful lives of property, plant and equipment

The estimation of the useful life of an item of property, plant and equipment is a matter of management judgment based
upon experience with similar assets. In determining the useful life of an asset, management considers the expected usage,
estimated technical obsolescence, physical wear and tear and the physical environment in which the asset is operated.
Changes in any of these conditions or estimates may result in adjustments for future depreciation rates. The Group policy
is to periodically review the estimated useful lives of its property plant and equipment. In 2021 the Group did not revise
the estimated useful tives for any category of property, plant and equipment.

Further details about the usefut lives applied are given in Note 3 (g).

Impairment of non-current non-financial assets

An impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs to disposal and its value in use. The fair value less costs to sell calculation is based
on available data from binding sales transactions, conducted as arm’s length, for similar assets or observable market prices
less incremental costs for disposing of the asset. The value in use calculation is based on a discounted cash flow model.
The cash flows are derived from the management approved budgets for the next five years. The recoverable amount is
highly and mostly sensitive to the discount rate used for the discounted cash flow model as well as the expected future
cash-inflows and the growth rate used for extrapolation purposes in a terminal period.

In identifying CGUs, management took account of the specific nature of its assets and the business in which it is involved
(geographical area, regulatory framework, etc.), verifying that the cash inflows of a given group of assets were largely
interdependent with other groups of assets,

FPension benefits

The cost of defined benefit pension plans and the present value of the pension obligation are determined using actuarial
valuations. An actuarial valuation involves making various assumptions that may differ from actual developments in the
future. These include the determination of the discount rate, future salary increases, mortality rates and future pension
increases. Due to the complexity of the valuation, the underlying assumptions and its long-term nature, a defined benefit
obligation is highly sensitive to changes in these assumptions. All assumptions are reviewed at each reporting date.
In determining the appropriate discount rate, management considers the interest rates of government bonds that are
denominated in the currency of benefits payment and with maturities approximating the terms of the related benefit
liabilities.

Further details about the assumptions used are given in Note 14.

Fair value of financial instruments

When the fair value of financial assets and financial liabilities recorded in the statement of financial position cannot be
derived from active markets, their fair value is determined using valuation techniques including the discounted cash flow
model. The inputs to these models are taken from observable markets where possible, but where this is not feasible, a
degree of judgment is required in establishing fair values. The judgements include considerations of inputs such as
liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect the reported fair value of
financial instruments.

Further details about the assumptions used are given in Note 4,
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2. BASIS OF PREPARATION (continued)
d. Use of judgments, estimates and assumptions and changes thereof (continued)

Acquisition of assets that does not constitute a business

The Group accounts for business combinations using the acquisition method when the acquired set of activities and assets
meets the definition of a business and control is transferred to the Group. In determining whether a particular set of
activities and assets is a.business, the Group assesses whether the set of assets and activities acquired includes, at a
minimum, an input and substantive process and whether the acquired set has the ability to produce outputs.

The Group has an option {o apply a ‘concentration test’ that permits a simplified assessment of whether an acquired sct
of activities and assets is not a business. The optional concentration test is met if substantially all of the fair value of the
gross assets acquired is concentrated in a single identifiable asset or group of similar identifiable assets.

Business combinations are accounted for using the acquisition method as at the acquisition date, which is the date on
which control is transferred to the Group.

The Group measures goodwill at the acquisition date as:
—  The fair value of the consideration transferred; plus
—  The recognised amount of any non-controlling interests in the acquiree; plus

—  If'the business combination is achieved in stages, the fair value of the pre-existing equity interest in the acquire;
less

—  The net recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed.
When the excess is negative, a bargain purchase gain is recognised immediately in profit or loss.

The consideration transferred does not include amounts related to the settlement of pre-existing relationships. Such
amounts are generally recognised in profit or loss.

Transaction costs, other than those associated with the issue of debt or equity securities, that the Group incurs in
connection with a business combination are expensed as incurred.

Any contingent consideration is measured at fair value at the date of acquisition. Tf an obligation to pay contingent
consideration that meets the definition of a financial instrument is classified as equity, then it is not remeasured and
settlement is accounted for within equity. Otherwise, other contingent consideration is remeasured at fair value at each
reporting date and subsequent changes in the fair value of the contingent consideration are recognised in profit or loss.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in these consolidated
financial statements, and have been applied consistently by Group entities.

a. Basis of consolidation

i Subsidiaries

Subsidiaries are entities controlled by the Group. The financial statements of subsidiaries are included in the consolidated
financial statements from the date that control commences until the date that control ceases. The non-controlling interests
has been presented as part of equity.

i, Transactions eliminated on conselidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are
eliminated in preparing the consolidated financial statements,

ifi, Transactions with non-controlling interests

The Group applies a policy of treating transactions with non-controlling interests as transactions with the owners in their
capacity of owners. In case of acquisition of non-controlling interests, the difference between any consideration paid and
the relevant share of the carrying value of net assets of the subsidiary acquired is récognised in equity.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

b. Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at exchange rates
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies at the reporting date are
retranslated to the functional currency at the exchange rate at that date. Non-monetary assets and liabilities denominated
in foreign currencies that are measured at fair value are retranslated to the functional currency at the exchange rate at
the date that the fair value was determined. Foreign currency differences arising on retranslation are recognised in profit
or loss, except for differences arising on the retranslation of equity instruments at fair value through OCIL.

C. Financial instruments

Initial recognition and subsequent measurement

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial lability or equity
instrument of another entity.

Financial assels

i Initial recognition and measurement

Financial assets are classified, at initial recognition, and subsequently measured at amortised cost, fair value through other
comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset’s contractual cash flow
characteristics and the Group’s business model for managing them. With the exception of trade receivables that do not
contain a significant financing component or for which the Group has applied the practical expedient, the Group initially
measures a financial asset at its fair value plus, in the case of a financial asset not at fair value through profit or loss,
transaction costs. Trade receivables that do not contain a significant financing component or for which the Group has
applied the practical expedient are measured at the transaction price determined under IFRS 15.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it needs to give
rise to cash flows that are “solely payments of principal and interest (SPPI)’ on the principal amount outstanding. This
assessment is referred to as the SPPI test and is performed at an instrument level. The Group’s business model for
managing financial assets refers to how it manages its financial assets in order to generate cash flows. The business model
determines whether cash flows will result from collecting contractual cash flows, selling the financial assets, or both.

il Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in four categories:

° Financial assets at amortised cost (debt instruments);
. Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments);
° Financial assets designated at fair value through OCI with no recycling of cumulative gains and losses upon

derecognition (equity instruments);

° Financial assets at fair value through profit or loss,
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
c. Financial instruments (continued)

Financial assets at amortised cost (debt instruments)

This category is the most relevant to the Group. The Group measures financial assets at amortised cost if both of the
following conditions are met:

° The financial asset is held within a business model with the objective to hold financial assets in order to collect
contractual cash flows; and

J The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding,

Financial assets at amortised cost are subsequently measured using the effective inierest (EIR) method and are subject to
impairment. Gains and losses are recognised in profit or loss when the asset is derecognised, modified or impaired.

The Group’s financial assets at amortised cost include trade receivables and loans to employees included under other non-
current financial assets,

Financial assets at fair value through OCI (debt instruments)
The Group measures debt instruments at fair value through OCI if both of the following conditions are met:

° The financial asset is held within a business model with the objective of both holding to collect contractual cash
flows and selling; and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding,.

For debt instruments at fair value through OCI, interest income, foreign exchange revaluation and impairment losses or
reversals are recognised in the statement of profit or loss and computed in the same manner as for financial assets
measured at amortised cost. The remaining fair value changes are recognised in OCL Upon derecognition, the cumulative
fair value change recognised in OCI is recycled to profit or loss. The Group has no such instruments,

Financial assets designated at fair value through OCI {equity insirumenis)

Upon initial recognition, the Group can elect to classify irrevocably its equity investments as equity instruments
designated at fair value through OCI when they meet the definition of equity under IAS 32 Financial Instruments:
Presentation and are not held for trading. The classification is determined on an instrument-by-instrument basis.

Gzains and losses on these financial assets are never recycled to profit or loss. Dividends are recognised as other income
in the statement of profit or loss when the right of payment has been established, except when the Group benefits from
such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are recorded in OCI. Equity
instruments designated at fair value through OCI are not subject to impairment assessment.

The Group elected to classify irrevocably its equity investments under this category.

Financial assets at fair value through profit or loss

Financtal assets at fair value through profit or loss include financial assets held for trading, financial assets designated
upon initial recognition at fair value through profit or loss, or financial assets mandatorily required to be measured at fair
value. Financial assets are classified as held for trading if they are acquired for the purpose of selling or repurchasing in
the near term. Derivatives, including separated embedded derivatives, are also classified as held for trading unless they
are designated as effective hedging instruments. Financial assets with cash flows that are not solely payments of principal
and interest are classified and measured at fair value through profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value through OCI, as
described above, debt instruments may be designated at fair value through profit or loss on initial recognition if doing so
eliminates, or significantly reduces, an accounting mismatch. The Group does not have such instruments.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
c. Financial instruments (continued)

ifi.  Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of'a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

° The rights to receive cash flows from the asset have expired; or

. The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement; and either
(a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the
Group continues to recognise the transferred asset to the extent of its continuing involvement. In that case, the Group also
recognises an associated liability. The transferred asset and the associated liability are measured on a basis that reflects
the rights and obligations that the Group has retained. Continuing involvement that takes the form of a guarantee over the
transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount of
consideration that the Group could be required to repay.

Derivative financial instruments

The Group uses derivative financial instruments, such as forward currency contracts, interest rate swaps and forward
commodity contracts to hedge its foreign currency risks, interest rate risks and commodity price risks, respectively. Such
derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is entered
into and are subsequently measured at fair value. Derivatives are carried as financial assets when the fair value is positive
and as financial liabilities when the fair value is negative.

The fair value of commodity purchase contracts that meet the definition of a derivative under IFRS 9 are recognised in
the income statement in cost of sales. Commaodity contracts that are entered into and continue to be held for the purpose
of the receipt or defivery of a non-financial item in accordance with the Group’s expected purchase, sale or usage
requirements are held at cost. Group has no commodity derivatives in the year ended 31 December 2020 or the year ended
31 December 2021.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to the income statement, except
for the effective portion of cash flow hedges, which is recognised in other comprehensive income.

For the purpose of hedge accounting, hedges are classified as cash flow hedges when hedging the exposure to variability
in cash flows that is either attributable to a particular risk associated with a recognised asset or liability or a highly probable
forecast transaction or the foreign currency risk in an unrecognised firm commitment.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the hedge.
The documentation includes identification of the hedging instirument, the hedged item or transaction, the nature of the
risk being hedged and how the entity will assess the effectiveness of changes in the hedging instrument’s fair value in
offsetting the exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged risk. Such
hedges are expected to be highly effective in achieving offsetting changes in fair value or cash flows and are assessed on
an ongoing basis to determine that they actually have been highly effective throughout the financial reporting periods for
which they were designated.

The effective portion of the gain or loss on the hedging instrument is recognised directly in other comprehensive income
in the cash flow hedge reserve, while any ineffective portion is recognised immediately in the income statement in other
financial expenses.

Amounts recognised as other comprehensive income are transferred to the income statement when the hedged transaction
affects profit or loss, such as when the hedged financial income or financial expense is recognised or when a forecast sale
occurs,
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

c. Financial instruments (continued)

If the hedged forecast transaction results in the recognition of a non-financial asset (i.e. property, plant and equipment or
inventories, etc.) or a non-financial liability, or a hedged forecast transaction for a non-financial asset or a non-financial
liabitity becomes a firm commitment for which fair value hedge accounting is applied, the amount accumulated in the cash
flow reserve shall be removed and included in the initiaf value (cost or other carrying amount) of the asset or the liability
(“basis adjustment’).

If the forecast transaction or firm commitment is no longer expected to occur, the cumulative gain or loss previously
recognised in equity is transferred to the income statement. If the hedging instrument expires or is sold, terminated or
exercised without replacement or rollover, or if its designation as a hedge is revoked, any cumulative gain or loss
previously recognised in other comprehensive income remains in other comprehensive income until the forecast
transaction or firm commitment affects profit or loss.

Financial liabilities

A Initial recognition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans
and borrowings, payables, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and payables, net of
directly attributable transaction costs.

The Group’s financial liabilities include trade and other payables, loans and borrowings including bank overdrafis, and
derivative financial instruments.

if. Subsequent measurement

The measurement of financial liabilities depends on their classification, as described below:

Financial labilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial Habilities held for trading and financial liabilities
designated upon initial recognition as at fair value through profit or loss. Financial liabilities are classified as held for
trading if they are incurred for the purpose of repurchasing in the near term. This category also includes derivative
financial instruments entered into by the Group that are not designated as hedging instruments in hedge relationships as
defined by IFRS 9. Separated embedded derivatives are also classified as held for trading unless they are designated as
effective hedging instruments,

Gains or losses on liabilities held for trading are recognised in the statement of profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the initial date
of recognition, and only if the criteria in IFRS 9 are satisfied. The Group has not designated any financial liability as at
fair value through profit or loss.

Loans and borrowings

This is the category most relevant fo the Group. After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost using the EIR method. Gains and losses are recognised in profit or loss when
the liabilities are derecognised as weli as through the EIR amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an
integral part of the EIR. The EIR amortisation is included as finance costs in the statement of profit or loss. This category
generally applies to interest-bearing loans and borrowings.

iii,  Derecognition

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires. When
an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of
an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the
original liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in
the statement of profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
d. Equity

Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share
options are recognised as a deduction from equity, net of any tax effects.

Repurchase of share capital (treasury shares)

When share capital recognised as equity is repurchased, the amount of the consideration paid, which includes directly
attributable costs, net of any tax effects, is recognised as a deduction from equity. Repurchased shares are classified as
treasury shares and are presented as a deduction from total equity. When treasury shares are sold or reissued subsequently,
the amount received is recognised as an increase in equity, and the resulting surplus or deficit on the transaction is
transferred to/from retained earings.

Dividends

Dividends are recognised as a liability and deducted from equity at the reporting date only if they are declared (approved
by shareholders) before or on the reporting date. Dividends are disclosed when they are declared after the reporting date,
but before the financial statements are authorized for issue.

e Property, plant and equipment

i Recognition and measurement
Property, plant and equipment arc measured at cost less accumulated depreciation and impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-constructed assets
includes the cost of materials and direct labour, any other costs directly attributable to bringing the assct to a working
condition for their intended use, and capitalised borrowing costs. Purchased software that is integral to the functionality
of the related equipment is capitalised as part of that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate
items (major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing the proceeds from
disposal with the carrying amount of property, plant and equipment, and are recognised net within “other income™ in
profit or loss.

il, Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount of the item if
it is probable that the future economic benefits embodied within the part will flow to the Group and its cost can be
measured reliably, The cairying amount of the replaced part is derecognised. The costs of the day-to-day servicing of
property, plant and equipment are recognised in profit or foss as incurred.

iii.  Depreciation

Depreciation property, plant and equipment is calculated on a straight-line basis over the estimated useful lives of the asset
when it is available for use.

The estimated useful lives of assets by type of facility are as follows:

Electricity and heat generation 9-61 years
Electricity transmission 8-33 years
Heating networks 15-41 years
Other 6-63 years

Social assets are not capitalized as they are not expected to result in future economic benefits to the Group. Costs
associated with fulfilling the Group’s social responsibilities are expensed as incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

f. Leases

The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys the right
to control the use of an identified asset for a period of time in exchange for consideration.

Group as a lessee

The Group applies a single recognition and measurement approach for all leases, except for short-term leases and leases
of low-value assets. The Group recognises lease liabilities to make lease payments and right-of-use assets representing
the right to use the underlying assets.

The Group presents right-of-use assets that do not meet the definition of investment property in “Property, plant and
equipment”, long-term lease liabilities in “Other non-current liabilities”, short-term lease liabilities in “Trade accounts
and other payables™.

The Group presents the interest expense on lease liabilities under “Other financial expense” and the depreciation charge
on the right-of-use asset under “Depreciation, amortisation and impairment losses”.

Right-of-use assets

The Group recognises right-of-use assets at the commencement date of the lease (i.e., the date the underlying asset is
available for use). Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses,
and adjusted for any remeasurement of lease labilities. The cost of right-of-use assets includes the amount of lease
liabilities recognised, initial direct costs incurred, and lease payments made at or before the commencement date less any
lease incentives received. Unless the Group is reasonably certain to obtain ownership of the Ieased asset at the end of the
lease term, the recognised right-of-use assets are depreciated on a straight-line basis over the shorter of its estimated
useful life and the lease term. Right-of-use assets are subject to impairment.

The useful lives of right-of-use assets by types are as follows:

Land 1-50 years
Other 1-6 years

Lease liabilities

At the commencement date of the lease, the Group recognises lease liabilities measured at the present value of lease
payments to be made over the lease term. The lease payments include fixed payments (including in-substance fixed
payments) less any lease incentives receivable, variable lease payments that depend on an index or a rafe, and amounts
expected to be paid under residual value guarantees. The lease payments also include the exercise price of a purchase
option reasonably certain to be exercised by the Group and payments of penalties for terminating a lease, if the lease term
reflects the Group exercising the option to terminate. The variable lease payments that do not depend on an index or a
rate are recognised as expense in the period on which the event or condition that triggers the payment occurs.

In calculating the present value of lease payments, the Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the iease is not readily determinable. After the commencement date,
the amount of lease liabilities is increased to reflect the accretion of interest and reduced for the lease payments made.
In addition, the carrying amount of Iease liabilities is remeasured if there is a modification, a change in the lease term, a
change in the in-substance fixed lease payments or a change in the assessment to purchase the underlying asset.

Significant judgement in determining the lease term of contracts with renewal options

The Group determines the lease term as the non-cancellable term of the lease, together with any periods covered by an
option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate
the lease, if it is reasonably certain not to be exercised.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
f. Leases (continued)

Shori-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption to its short-term leases of machinery and equipment
(i.e., those leases that have a lease term of 12 months or less from the commencement date and do not contain a purchase
option). It also applics the lease of low-value assets recognition exemption to leases that are considered to be of low value,
as example, office equipment. Lease payments on short-term leases and leases of low value assets are recognised as
expense on a straight-line basis over the lease term.

Group as a lessor

Lessor accounting under IFRS 16 is substantially unchanged from accounting under IAS 17.

When the Group acts as a lessor, it determines at lease commencement whether each lease is a finance lease or an operating
lease using the same classification principle under IAS 17. If a contract contains lease and non-lease components,
the Group allocates the consideration in the contract applying IFRS 15. The Group accounts for rental income arising
from operating leases on a straight-line basis over the lease terms and it recognizes them as “Other revenue and income”.

g, Intangible assets

L Patents and licenses

Patents and licenses that are acquired by the Group are measured on initial recognition at cost at the acquisition date.
Following initial recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated
impairment losses.

i, Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the specific asset
to which it relates. All other expenditure, including expenditure on brands, is recognised in the profit or loss s incurred.

The amortization charge on all intangible assets with finite useful lives is accrued on a straight-line basis over their useful
life starting from the month following the month in which the asset is available for use.

The amortization charge is recognised in the income statement as an operating expense.

The useful life of intangible assets is 5-10 years.

h. Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the weighted
average principle, and includes expenditure incurred in acquiring the inventories, production or conversion costs and
other costs incurred in bringing them to their existing location and condition.

Net realizable value is the estimated seiling price in the ordinary course of business, less the estimated costs of completion
and selling expenses.

Provision is made for potential losses on obsolete or slow-moving inventories, taking into account their expected use and
future realizable value.
i. Cash and cash equivalents

Cash and cash equivalents in the statement of financial pesition comprise cash at banks and on hand and short-term
deposits with a maturity of three months or Jess.

For the purpose of the consolidated staternent of cash flows, cash.and cash equivalents consist of cash and short-term
deposits as defined above, net of outstanding bank overdrafts.
I Borrowings

Borrowings are recognised injtially at their fair value. Fair value is determined using the prevailing market rate of interest
for similar instruments, if significantly different from the transaction price. In subsequent periods, borrowing are stated at
amortised cost using the effective interest rate; any difference between the fair value of the proceeds (net of transaction costs)
and the redemption amount is recognised in profit or loss as an interest expense over the period of the debt obligation.

The Group capitalises borrowing costs in qualifying assets in accordance with 1AS 23 Borrowing Costs.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
k. Employee benefits

Defined benefit plans

A defined benefit plan is a post-employment benefit plan ‘other than a defined contribution plan. The Group’s net
obligation in respect of defined benefit pension plans is calculated separately for each plan by estimating the amount of
future benefit that employees have eamned in return for their service in the current and prior periods; that benefit is
discounted to determine its present value, and the fair value of any plan assets are deducted. The discount rate is the yield
at the reporting date on government bonds that have maturity dates approximating the terms of the Group’s obligations
and that are denominated in the same currency in which the benefits are expected to be paid. The calculation is performed
annually by a qualified actuary using the projected unit credit method. In order to calculate the present value of economic
benefits, consideration is given to any minimum funding requirements that apply to any plan in the Group. An economic
benefit is available to the Group if it is realisable during the life of the plan, or on settlement of the plan liabilities.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions related to defined
benefit pension plans are recorded in other comprehensive income.

Gains or losses resulting from a plan amendment or a curtailment and related to defined benefit pension plans shall be
recognised as an expense.

1. Provisions

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can
be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows at a rate that reflects current market assessments
of the time value of money and the risks specific to the liability. The unwinding of the discount is recognised as finance
cost.

i Restructuring

A provision for restructuring is recognised when the Group has approved a detailed and formal restructuring plan, and
the restructuring either has commenced or has been announced publicly. Future operating costs are not provided for
(see Note 17).

il Onerous contracts

A provision for onerous contracts is recognised when the expected benefits to be derived by the Group from a contract
are lower than the unavoidable cost of meeting its obligations under the contract. The provision is measured at the present
value of the lower of the expected cost of terminating the contract and the expected net cost of continuing with the
contract. Before a provision is established, the Group recognises any impairment loss on the assets associated with that
contract.

m. Environmental obligations

Liabilities for environmental remediation are recorded where there is a present obligation, the payment is probable and
reliable estimates can be made.

n. Impairment

i Financial assefs

A hinancial asset is assessed at each reporting date to determine whether there is any objective evidence that it is impaired.
A financial asset is considered to be impaired if objective evidence indicates that one or more events have had a negative
effect on the estimated future cash flows of that asset.

The Group measures loss allowances at an amount equal to lifetime ECLs, except for the following, which are measured
at 12-month ECLs:

o  debt securities that are determined to have low credit risk at the reporting date; and
e  other debt securities and bank balances for which credit risk (i.e. the risk of default occutring over the expected
life of the financial instrument) has not increased significantly since initial recognition.
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3. SIGNIFKCANT ACCOUNTING POLICIES (continued)

n. Impairment {(continued)
Loss allowances for trade receivables and contract assets are always measured at an amount equal to lifetime ECLs.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and
when estimating ECLs, the Group considers reasonable and supportable information that is relevant and available without
undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the Group’s
historical experience and informed credit assessment and including forward-looking information.

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash flows
that the Group expects to receive).

ECLs are discounted at the effective interest rate of the financial asset.

At each reporting date, the Group assesses whether financial assets carried at amortised cost and debt securities at FVOCI
are credit-impaired. A financial asset is ‘credit-impaired” when one or more events that have a detrimental impact on the
estimated firture cash flows of the financial asset have occurred

Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount of the
assets.

For debt securities at FVOCT, theloss allowance is charged to profit or loss and is recognised in OCI.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between its
carrying amount, and the present value of the estimated future cash flows discounted at the original effective interest rate.

An impairment loss in respect of financial asset classified as fair value through other comprehensive income (OCI) which
represent a debt instrument, is calculated by reference to its fair value.

Equity instruments designated at fair value through OCI are not subject to impairment assessment.

Individually significant financial assets are tested for impairment on-an individual basis. The remaining financial assets
are assessed collectively in groups that share similar credit risk characteristics.

All impairment losses are recognised in the income statement.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the impairment loss
was recognised.

ii. Non-financial assets

The carrying amcunts of the Group’s non-financial assets, other than inventories and deferred tax assets, are reviewed at
each reporting date to determine whether there is any indication of impairment. If any such indication exists, then the
asseét’s recaverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to
seil. In assessing value in use, the estimated future cash flows are discounted to their present value using discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset. For the purpose of
impairment testing, assets are grouped together into the smallest group of assets that penerates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”).

An impairment loss is recognised if the carrying amount of an asset or its cash-generating unit exceeds its recoverable
amount. Impairment losses are recognised in the income statement. Impairment losses recognised in respect of cash-generating
units are allocated first to reduce the carrying amount of any goodwill allocated to the units and then to reduce the carrying
amount of the other assets in the unit {group of units) on a pro rata basis.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses recognised in prior
periods are assessed at each reporting date for any indications that the loss has decreased or no longer exists.
An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount.
An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount
that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

0. Revenue

The Group recognizes revenues when (or as) satisfies a performance obligation by transferring a promised good or service
(i.c. an asset) to a customer. An asset s transferred when (or as) the customer obtains control of that asset. When (or as)
a performance obligation is satisfied, the Group recognizes as revenue the amount which the Group expects to be entitled
in exchange for transferring promised goods or services to a customer, net of value added taxes.

The Group is involved in energy sales to third parties and related parties. Sales of electricity, capacity and heat to all
customers are made on a contract basis. Invoices are issued once a month, at the end of the month and paid within the
following month. According to TFRS 15, revenue is recognized at a point of time when energy is transferred to the
customner,

The Group recognises electricity purchased from the market for own use on gross bases.

p- Finance income and costs

Finance income comprises interest income on funds invested (including financial investments into equity shares),
dividend income, gains on the disposal of financial investments into equity shares, changes in the fair value of financial
assets at fair value through profit or loss, and gains on hedging instruments that are recognised in profit or loss. Interest
income is recognised as it acerues in profit or loss, using the effective interest method, Dividend income is recognised in
profit or loss on the date that the Group’s right to receive payment is established.

Finance costs comprise interest expense on borrowings, unwinding of the discount on provisions, foreign currency losses,
changes in the fair value of financial assets at fair value through profit or loss, impairment losses recognised on financial
assets, and impairment losses on financial assets other than trade receivables (see Note 21). Borrowing costs are
recognised in profit or loss using the effective interest method.

Foreign currency gains and losses are reported on a net basis.

q. Income taxes

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised in profit or loss except
to the extent that it relates te a business combination, or items recognised directly in equity, such as items recognised in
equity at preparing the Group’s first set of consolidated 1FRS financial statements, or in other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for the following
temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business combination and
that affects neither accounting nor taxable profit or loss, and differences relating to investments in subsidiaries and jointly
controlled entities to the extent that it is probable that they will not reverse in the foreseeable future. In addition, deferred
tax is not recognised for taxable temporary differences arising on the initial recognition of goodwill. Deferred tax is
measured at the tax rates that are expected to be applied to temporary differences when they reverse, based on the laws
that have been enacted or substantively enacted by the reporting date. Deferred tax assets and liabilities are offset if there
is a legally enforceable right to offset current tax liabilities and assets, and they reiate to income taxes levied by the same
tax authority on the same taxable entity, or on different tax entities, but they intend to settie current tax liabilities and
assets on a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised for unused tax losses, tax credits and deductible temporary differences, to the extent
that it is probable that future taxable profits will be available against which they can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit wil
be realised.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

r. Earnings per share

The Group presents basic and diluted earnings per share (*EPS”) data for its ordinary shares. Basic EPS is calculated by
dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted average number of
ordinary shares outstanding during the period. Diluted EPS is determined by adjusting the profit or loss attributable to
ordinary shareholders and the weighted average number of ordinary shares outstanding for the effects of all dilutive
potential ordinary shares.

S. Segment reporting

The Group has a single reportable segment — the generation of electric power and heat in the Russian Federation as the
management does not review profit measures for individual SDPPs or any other components in order to make a decision
about allocation of resources. The Group generates its revenues from the generation of electricity and heat in the Russian
Federation. The Group holds assets in the same geographical area — the Russian Federation.

t. New and amended standards and interpretations

The Group did not apply new standards or interpretations starting 1 January 2021 which had an impact on the consolidated:
financial statements of the Group. The Group has not early adopted any other standard, interpretation or amendment that
has been issued but is not yet effective (Note 27).

4. DETERMINATION OF FAIR VALUES

A number of the Group’s accounting policies and disclosures require the determination of fair value, for both financial
and non-financial assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes
based on the following metheds. When applicable, further information about the assumptions made in determining fair
values is disclosed in the notes specific to that asset or liability,

a. Financial investments into equity shares

The fair value of financial assets at fair value through profit or loss or other comprehensive income is determined by
reference to their quoted closing bid price at the reporting date if availabie.

b. Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted at the
market rate of interest at the reporting date. This fair value is determined for disclosure purposes only.

¢ Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of future principal and
interest cash flows, discounted at the market rate of interest at the reporting date.

d. Derivatives

The fair value of forward exchange contracts is based on their quoted market price, if available. If a quoted market price
is not available, then fair value is estimated by discounting the difference between the contractual forward price and the
current forward price for the residual maturity of the contract using a risk-free interest rate {based on government bonds).

The fair value of interest rate swaps is based on broker quotes. Those quotes are tested for reasonableness by discounting
estimated future cash flows based on the terms and maturity of each contract and using market interest rates for a similar
instrument at the measurement date. Fair values reflect the credit risk of the instrument and include adjustments to take
account of the credit risk of the Group entity and counterparty when appropriate.
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5. PROPERTY, PLANT AND EQUIPMENT

Cost

At 1 January 2021

Additions

Transfers from
construction in
progress
Disposals

Reclassilication

At 31 December 2021
Accumulated
depreciation and
impairment

At 1 January 2021
Depreciation charge
Impairment

Disposals
Reclassification

At 31 December 2021

Net book value at
1 January 2021

Net book value at
31 December 2021

Cost

At1 January 2020
Additions

Transfers from
construction in
progress

Disposal
Reclassification

At 31 December 2020

Accumulated
depreciation and
impairment

At 1 January 2020
Depreciation charge
Impairment
Disposals

At 31 December 2020

Net book value at
1 January 2020

Net book value at
31 December 2020

Heat and

electricity Elcctr'icl‘ty Heating Other (.:onstructmn Total
. transmission nctworks in progress
generation i
49,975,141 11,547,387 553,811 15,177,023 29,344,808 106,598,170
- - - 158.467 21,600,011 21,758,478
11,932,097 186,694 180 957,804 (13,076,875) -
(398,826) (19,591) - (147,279} (902,955) (1,468,651)
- - - - (44,486) (44,486}
61,508,412 11,714,490 554,001 16,146,015 36,920,503 126,843,511
32,527,933 6,995,652 443,899 12,928,756 624,695 53,520,955
1,713,800 275,528 5,369 593,460 - 2,588,157
(3.014,489) (505,249) (62,362) (804,992) 5,847,790 1,460,698
(395,928) (19,007) - (45.512) - (460,447)
. - - - (44,479) (44,479)
30,831,336 6,746,924 386,906 12,671,712 6,428,006 57,064,884
17,447,188 4,551,735 109,912 2,248,267 28,720,113 53,077,215
30,677,076 4,967,566 167,185 3,474,303 30,492,497 69,778,627
Heat and . . . ) .
electricity E’cctl‘.ml.ty Heating Other QOnstructlon Total
. transmission networks in progress
generation
48,340,117 11,447,052 554,563 14,825,611 17,930,012 93,097,355
- - - 34,840 15,005,825 15,040,665
2,869,608 100,335 - 413,843 (3.383,786) -
(1,234,584) - (752) (97.271) - (1,332,607}
- - - - {207,243} (207,243)
49,975,141 11,547,387 553,811 15,177,023 29,344,808 106,598,170
32,376,110 6,668,975 436,333 12,483,186 37,157 52,001,761
1,370,214 326,677 8,318 533,859 - 2,239,068
- - - - 587,538 587,538
{1,218,371) - (752) (88.,289) - {1,307,412)
32,527,953 6,995,652 443,899 12,928,756 624,695 53,520,955
15,964,007 4,778,077 118,230 2,342,425 17,892,855 41,095,594
17,447,188 4,551,735 109,912 2,248,267 28,720,113 53,077,215
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5 PROPERTY, PLANT AND EQUIPMENT (continued)

As at 31 December 2021 construction in progress includes prepayments for property, plant and equipment of
RUB 6,715,410 thousand, including prepayments for technical services for wind generation projects in the amount of
RUB 6,392,709 thousand (31 December 2020: RUB 3,933,330 thousand, including prepayments for technical services
for wind generation projects in the amount of RUB 5,368,267 thousand).

During the year ended 31 December 2021 borrowing costs in the amount of RUB 1,643,843 thousand were capitalized
into construction costs related to wind projects (31 December 2020: RUB 837,328 thousand were capitalized into
construction costs related to wind projects).

During 12 months ended 31 December 2021 amount of CAPEX was decreased by 869,202 thousand due to the reduce of
cost of services under one of the contracts with related party.

As at 3] December 2021 and 31 December 2020, there were no any restrictions on title, and no property, plant and
equipment were pledged as security for liabilities.

In July 2020 the Group made a decision to terminate the construction contract for one of windparks with BoP (balance of
plant) contractor engaged in the construction of two of the wind farms. The impairment loss accrued in Y2020 relates
mainly to the advances issued to this contractor. This was recognised in the statement of profit or loss and other
comprehensive income as operating expenses.

Recoverable amount

According to TAS 36 Impairment of Assets the Group at the end of reporting period assessed whether there is any
indication that assets may be impaired (or impairment loss recognised in prior periods may no longer exist or may have
decreased) considering both external and internal sources of information,

The Company used the following key assumptions for determining the recoverable amount (value in use) of the property,
plant and equipment and other noncurrent assets:

° Forecast cash flows were projected for the period 2022-2026 and were based on the strategic plan of the Company
for 2022-2024 approved by Board of Directors in February 2022 and based on the Company’s most recent financial
budgets/forecasts for the period till 2026:

o Capacity price - trend is affected by various reasons in line with Market Regulations, including KOM
auctions result and indexation of price curve slope applied, tenders awarded for modernization and
Renewables projects, CPI and bond yields expectations;

o Electricity price — reflects the rebound during the year after Covid affected 2020 supported by non typically
low hydro production in 2021 followed by lower growth in 2022. Afierwards trend becomes more stable and
remains behind gas price growth. (3,2-3,6% per year);

o Fuel price - growth following Ministry of Economy forecast (4%-4.5% per year);

o Fixed costs— net of one-off effects in 2021 containment within CPI (average 4% per year).

L The cash flow forecasts were discounted to their present value at the nominal after tax discount rate of 9.33%
(2020: 9.42%%) for thermal generation assets and 9.19% (2020: 9.2%) for renewables .assets which is based on
weighted average cost of capital;

o Growth rate of the net cash flows amounted to 1.8% in the post-forecasted period {2020: 1.6%) for thermal
generation assets. For renewables assets, a two-stage approach for the post-forecasted period was applied. For the
remaining duration of capacity supply agreements (10 years) growth rate of the net cash flows amounted to
(- 0.5%), After that, for the remaining useful life of assets (10 years) growth rate of 3.9% was applied.

As a result of impairment test reversal of impairment amounting to RUB 4,387,091 thousand in respect to thermat
generation assets and additional impairment amounting to RUB 5,870,039 thousand in respect to renewables assets was
recognised in 2021.

The estimated discounted cash flows of the renewables assets and the thermal generation assets are sensitive to changes
in discount rate. Increase in discount rate for renewables assets by 50 basis points resulting in lower amount of the future
discounted cash flow and higher impairment. For thermal generation assets, this reduction in the future discounted cash
flow would not lead assets to be impaired.

The new wind farm projects continue to bear risks of delay and additional costs. Management believes that the risk
monitoring system established by the Group allows to monitor these risks and properly address them including by
implementing corrective actions.
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6. INTANGIBLE ASSETS

Cost

At 1 January 2021
Additions

Reclassification

Disposals

At 31 December 2021
Accumulated amortization
At 1 January 2021
Amortization charge
Disposal

At 31 December 2021

Net book value at 1 January 2021

Net book value at 31 December 2021

Cost

At 1 January 2020
Additions

Disposals

At 31 December 2020
Accumulated amortization
At1 January 2020
Amortization charge
Disposal

At 31 December 2020

WNet book value at 1 January 2020

Net book value at 31 December 2020

Patents and licenses Software Taotal
106,200 871,509 977,709
43,446 269,648 313,094
13 (13 -
- (25,925) (25,925)
149,659 1,115,219 1,264,878
63,020 286,350 349,370
59,449 132,859 192,308
122,469 419,209 541,678
43,180 585,159 628,339
27,190 696,010 723,200

Patents and licenses Software Total
128,047 740,029 868,076
52,715 447,407 500,122
(74,562} (315,927) (390,489)
106,200 871,509 977,709
87,027 466,039 553,066
50,535 124,477 175,032
(74,562) (304,166) (378,728)
63,020 286,350 349,370
41,020 273,990 315,010
43,180 585,159 628,339

Intangible assets include the costs associated with SAP/R3 implementation and new software for optimization of the

worltflows in procurement and finance.
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7. OTHER NON-CURRENT ASSETS

31 December 2021 31 December 2020
Long-term receivables 63,366 82,086
Other 1,927,467 2,608,255
Total 1,990,833 2,690,341

Long-term receivables include mostly long-term RUB loans given to the Group’s employees for 10-15 years,

Other non-current assets include strategic spare parts and the equipment related to suspended construction project in the
amount of RUB 845,960 thousand (net of accumulated impairment of RUB 1,854,104 thousand). The Group considers
the future economic benefits from this equipment to be obtained by the way of using for the purposes of the Group’s

power plants or sale.

8. TRADE AND OTHER RECEIVABLES

Trade receivables

31 December 2021

31 December 2020

3,768,599 3,409,697
Prepayments to suppliers 260,451 138,311
Other taxes receivables 1,797,281 1,579,576
Other receivables 65,946 365,769
Total (net of expected credit losses allowance of RUB 5,141,336 thousand
at 31 December 2021, RUB 5,410,254 thousand at 31 December 2020) 5,892,277 5,493,353

The table below provides information about the changes in allowance for expected credit losses on receivables:

For the year ended
31 December 2021

For the year ended
31 December 2020

At 1 January 3,410,254 5,067,237
Charge for the year 161,459 487,102
Utilized (430,377) {144,085}
At 31 December 5,141,336 5,410,254
9. INVENTORIES
31 December 2021 31 December 2020
Fuel supplies 1,075,313 1,006,187
Materials and supplies 1,710,601 1,822,879
Spare parts and other inventories 37,161 47,592
Taotal inventories 2,827,075 2,876,658
Less: allowance for obsolescence of inventories (452,284) (289)
Total 2,374,791 2,876,369

As at 31 December 2021 and 31 December 2020 none of the inventories were pledged as collateral under loan agreements,
Advances issued to fuel suppliers are included into Fuel supplies line and comprise RUB 100,725 thousand (31 December
2020: RUB 80,057 thousand).
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10. CASH AND CASH EQUIVALENTS

31 Deceimber 2021 31 December 2020
Cash in bank 1,230,126 6,704,703
Call deposits 8,988,152 4,941,477
Total 10,218,278 11,646,180

Asat 31 December 2021 and 2020, cash and cash equivalents were mainly denominated in RUB,

The Group’s exposure to credit, interest rate and currency risk is disclosed in Note 23.

11.  EQUITY

a. Share capital

The Group’s share capital as at 31 December 2021 and 2020 was RUB 35,371,898 thousand comprising
35,371,898,370 ordinary shares with a par value of RUB 1.00. All shares authorised are issued and fully paid.

The holders.of ordinary shares are entitled to receive dividends in accordance with the dividend policy and are entitled to
one vote per share at the Shareholders’ meetings of the Company.

b. Hedge reserve

The hedge reserve comprises the effective portion of the cumulative net change in the fair value of cash flow hedge
instruments related to hedged transactions that have not yet occurred.

c. Dividends declared

On 8 June 2021, the Shareholders’ meeting approved not to distribute dividends for the year 2020,

d. Earnings per share

The calculation of earnings per share is based upon the profit for the year and the weighted average number of ordinary
shares outstanding during the year, calculated as shown below.

For the year For the year
ended ended

31 December 2021 31 December 2020
Weighted average number of shares issued, in thousands 33,371,898 35.371,898
Weighted average number of shares outstanding, in thousands 35,371,898 35,371,898
Profit attributable to shareholders of PJSC Enel Russia 2,598.632 3,634,756
Earnings per share — basic and diluted (RUB per share) 0.0735 0.1028

12. INCOME TAXES

Current income tax expense
Deferred income tax expense

Total income fax expense

For the year ended
31 December 2021

Fer the year ended
31 Pecember 2020

- 965,046
664,859 (17,795)
664,859 947,251

During the year ended 31 December 2021, the Group entities were subject to 20% income tax rate on taxable profits. This
rate was used for the calculation of the deferred tax assets and liabilities.
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12. INCOME TAXES (continued)

A reconciliation of the theoretical income tax, calculated at the tax rate effective in the Russian Federation, to the amount
of actual income tax expense recorded in the statement of comprehensive income, is as follows:

For the year ended For the year ended
31 December 2021 31 December 2020
Profit before income fax 3,244,621 100% 4,572,167 100%
Income tax at applicable tax rate (648,924) (20%) (914,433) (20%)
{Non-deductible expenses), net (15,935) {0.49%) (32,818) {0.72%)
{664,859) (20.49%) (947,251) 20.72%)

The tax effects of temporary differences that give rise to deferred taxation are presented below:

Recognised in

other
Recognised in comprehensive

1 January 2021 profif or loss income 31 December 2021
Tax effect of deductible temporary
differences
Trade and other receivables 284,179 (146,449) - 137,730
Provisions 690,994 (68,387) - 622,607
Loss in Tax accounting 382,771 677,954 - 1,060,725
Employee benefits 248,090 2,114 (37.457) 212,747
Leasing 81,666 (3.951) - 77715
Other 344,121 210,341 - 554,462
Deferred tax assets 2,031,821 671,622 (37,457) 2,665,986
Tax effect of taxable temporary
differences
Property, plant and equipment (1,924,780) (1,313,092) . (3,237,872)
Derivatives (13,060) (105,370) 102,860 (15,570)
Other (188,378) 81981 - (106,397)
Delerred tax liabilities (2,126,218 (1,336,481) 102,860 (3,359,839)
Net deferred tax assets/{liabilities) (94,397) (664,859) 65,403 (693,853)
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12,  INCOME TAXES (continued)

Tax effect of deductible temporary

differences

Trade and other receivables

Provisions

Derivatives

Loss in Tax accounting

Employee benefits
Leasing
Other

Deeferred tax assets

Tax effect of taxable temporary

differences

Property, plant and equipment

Derivatives
Other

Deferred tax liabilities

Net deferred tax assets/(liabilities)

13. LOANS AND BORROWINGS

Non-current loans and borrowings
Loans denominated in RUB

Project financing in RUB

Commercial papers in RUB

Total non-current loans and borrowings

Recognised in

Current loans and borrowings and current portion of non-

current loans and borrowings
l.oans denominated in RUB

Project financing in RUB
Commercial papers in RUB

Total current loans and borrowings

other
Recognised in comprehensive
1 January 2020 profit or loss income 31 December 2020
281,398 2,781 - 284,179
803,475 (112,481) - 690,994
67,538 375,965 (443,503) -
390,157 (7.386) - 382,771
241,922 (8.207) 14,375 248,090
82,910 (1,244) - 81,666
487,026 (142,905) - 344,121
2,354,426 106,523 (429,128) 2,031,821
(1,910,100) (14,680) - (1,924,780}
- {13,060) - {13,060)
(127,390) (60,988} - {188,378)
(2,037,490) (88,728) - {(2,126,218)
316,936 17,795 (429,128) (94,397)
Maturity 31 December 2021 31 December 2020
2023 4,000,000 -
2033-2034 25,796,292 17,881,730
2022 - 2,000,000
29,796,292 19,881,730
31 December 2021 31 December 2020
- 1,666,668
4,378,640 794,562
2,000,000 3,000,000
6,378,640 5,461,230

Asat 31 December 2021 the Group had access to the loan facilities with the available credit limits around RUB 42.1 billion,
as well as RUB 40 billion of commercial papers program.
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13. LOANS AND BORROWINGS (continued)

The table below shows the changes in loans and borrowings, including changes due to cash flows and changes not related

to casly flows.
Loans and borrowings

Net debt at 1 January 2020 15,315,630
Casli flow, net 9,849,934
Other changes not related to cash flow, net 177394
Net debt at 31 December 2020 25,342,960
Cash flow, net 9,978,316
Other changes not related to cash {low, net 853,656
Net debt at 31 December 2021 36,174,932

14,  EMPLOYEE BENEFITS

The Group operates a defined benefit pension plan under Collective labour agreement, which requires contributions to be
made to a separately administered fund.

This program is aimed to provide financial support to employees entitled to a pension at termination of their employment
agreement with the Company. The corporate plan provides a pension program, which buys an annuity for retiring employees
at the termination date, After the anmmity purchase is made, all the accrued liability of the Company against the employee is
ceased. Therefore, from the Company’s perspective this plan pays out as a lump-sum benefit.

The tables below provide information about the employee benefit obligations and actuarial estimations used for the year ended
31 December 2021 and for the year ended 31 December 2020. Amounts recognised in the Group’s consolidated statement
of financial position are as follows:

31 December 2021 31 December 2020
Present value of defined benefit obligation 1,081,613 1,221,416
Net pension liabilities in the statement of financial position 1,081,613 1,221,416
Amounts recognised in profit or loss are as follows:
For the year ended For the year ended
31 December 2021 31 December 2020
Current service cost 61,968 76,925
Interest cost 68,740 70,6835
Net expense recognised in profit or loss 130,708 147,610

Changes in the present value of the Group’s employee benefit obligations are as follows:

For the year ended Faor the year ended

31 December 2021 31 December 2020
Present value of defined bencfit obligations at the beginning of the year 1,221 416 1,260,173
Current service cost 61,568 76,925
Inierest cost 68,740 70,683
Remeasurements recognised in other comprehensive income, inciuding: (187,285 71,876
Gain due to demographic assumption change (2,167) (3.682)
Gain due to financial assumption changes (202,752) 4,203
Loss due to experience adjustment 17,634 73,335
Benefits paid (83.226) (258,243)
Present value of defined benefit obligation at the end of the period 1,081,613 1,221,416

Principal actuarial assumptions are as follows;

31 December 2021 31 December 2020
Nominal discount rate 8.40% 6.30%
Future salary increase 4.01% 3.38%.

The mortality data was applied as per Russian table of 2016 with application of 20% improvement within 10 years.
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14, EMPLOYEE BENEFITS (continued)

The retirement schedule was based on the Company’s statistics on retirements.

Funded status of the plan is as follows:

31 December 2021 31 December 2020
Present value of defined benefit obligation 1,081,613 1.221.416
Deficit in plan 1,081,613 1,221,416

Expected benefit payments under the schemes during the year ended 31 December 2022 are RUB 258,630 thousand.
The average duration of the defined benefit plan obligation at the end of the reporting period is 9 years (2020: 10.36 years).

Included in the employee benefits in the consolidated statement of financial position are the amounts payable under the
long term employee’s incentive plan of RUB 22,117 thousand as at 31 December 2021 (2020: RUB 69,244 thounsand).

A quantitative sensitivity analysis for significant assumptions as at 31 December 2021 is as shown below:

Assumptions Discount rate Inflation rate Salary increase
Sensitivity level 1% increase 1% decrease 1% increase 1% decrease 1% increase 1% decrease
Impact on the net defined

benefit obligation (83,210) 97,723 4,293 (3,638) 96,212 (82,951)
Assumptions Turnover Life expectancy
Sensitivity level 1% increase 1% decrease 1% increase 1% decrease
Impact on the net defined

benefit abligation {23,903) 28,353 8,212 (8.315)

15. TRADE AND OTHER PAYABLES

31 December 2021 31 December 2020

Trade payables 7,737,991 5,497,729
Accrued iiabilities and other payables 492,203 630,101
Interest payable 260,956 259,190
Total 8,491,150 6,387,020

Management believes that the majority of suppliers, balances of which are included into trade payables, comprise a single
class, as they bear the same characteristics. Those suppliers are mainly providers of fuel, repair and maintenance services.

16. OTHER TAXES PAYABLE

31 December 2021 31 December 2020
Value added tax 399.687 401,566
Other taxes 26,708 13,476
Total 426,395 417,042

36



PJSC Enel Russia

Notes to the consolidated financial statements

For the year ended 31 December 2021

Thousands of Russian roibles, unless otherwise stated

17. LEASES

Set out below, are the carrying amounts of the Group’s right-of-use assets and lease liabilities and the movements during

the year:

As at 1 January 2021

Additions
Disposals

Depreciation expense

Interest expense
Payments

As at 31 December 2021

Land Other Total Liease liabilities
28,487 319,359 347,846 408,330
26,893 129,460 156,353 156,353

(82) (77,144) (77.226) (77,226)
(11,105) (93,140) (104,245) .
- - - 31,663

- - - (130,529
44,193 278,535 322,728 388,591

Long-term Lease liability in the amount of RUB 250,208 thousand is included in the non-current liabilities of the
Statement of Financial Position, current lease liabilities and Interest accrued in the amount in total of RUB 138,383

thousand is included in the Trade and other payables (Note 15).

18. PROVISIONS

Balanceat 1
January 2021

Provisions made
during the year
Unwinding of
discount
Provisions reversed
during the year
Provisions used
during the year

Balance at 31
December 2021

Non-current
Current

Total

Provision Personal
Onerous for legal Decomissioning related
Restructuring contract claims provision  provision Other Total
235,572 - 6,458 165,924 366,012 1,480,173 2,254,139
- - 26,008 - 571,597 364,964 962,569
(14,000} - - - - 1,119 (12,881)
- - {6,456) - (21,270)  {933,802)  (961,528)
{(23,702) - - (54,623)  (506,11%)  (176,229) (760,673)
197,870 - 26,010 111,301 410,220 736,225 1,481,626
127,700 - - - - - 127,700
70,170 - 26,010 111,301 410,220 736,225 1,353,926
197,870 - 26,010 111,301 410,220 736,225 1,481,626
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18. PROVISIONS (continued)

Provision Personal
Onerous for legal  Decomissioning related
Restructuring contract claims provision  provision Other Total
Balance at 1
January 2020 234,143 1,030,263 265 222,861 409,036 488,212 2,384,780
Provisions made
during the year 978 - 14,123 - 608213  1,000.986 1,624,300
Unwinding of
discount 8,422 - - 2,339 - 480 11,241
Provisions reversed
during the year - {160,918) (2,432) - {76,737 - (240,087
Provisions used
during the year (7.971) (869.345) (5,498) (59,276} (574,500) {9,505)  (1,526,095)
Balance at 31
December 2020 235,572 - 6,458 165,924 366,012 1,480,173 2,254,139
Non-current 14,600 - - - - 252290 266,890
Current 220,972 - 6,458 163,924 366,012 1,227,883 1,987,249
Total 235,572 - 6,458 165924 366,012 1,480,173 2,254,139

a. Restructuring

Restructuring. provision relates to the ongoing plan of optimization of organizational structure and redundancy of
employees.

b. Onerous contracts

The onerous contracts provision relates to certain core and other revenue contracts in which the cost of their fulfilment
will be higher than the economic benefits expected to be obtained from them. The provision is based on estimates of
incremental costs associated with these contracts which are higher than economic benefits inflows. Provision was fully
utilized in 2020,

c. Provision for legal claims

Legal provision at the year end relates to individually insignificant litigations.

d. Decommissioning provision

Decommissioning provision relates to the dismantling expenses of certain individual items of property, plant and
equipment.

€. Other

Other provisions include provision for environmental charges, provisions for uncertain tax position, provision for
uncertainties in supplier position and for risk related to penalties for the delay of commercial operation of two wind farms
because of several “force majeure” events caused by the COVID-19 pandemic.
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19. REVENUE

Power

Capacity

Heating

Water circulation

Water for heating network

Rent

Other

Total revenue from contracts with customers

20. OPERATING EXPENSES

Fuel cost
Employee benefits

Depreciation and amortisation of property, plant and equipment.

and intangible assets
Purchased eleciricity
Purchased electricity for own use

Impairment loss in respect of construction in progress

Water usage:
Repairs and technical maintenance

Fees to Trade System Administrator, Centre of
financial settlements and System Operator

Raw materials and supplies

Taxes other than income tax and payroll taxes
Advisory, legal and information services
Insurance

Security

Public utilities

Media and communication cost
Transport cost

Travel cost

Lease costs

Pollution cost

Provision

Other

Total

For the year ended
31 December 2021

For the year ended
31 December 2020

34,166,270 26,321,153
10,187,206 14,258,950
3,332,820 3,023,990
333,984 295,848
9,941 13,083
6,969 11,038
211,727 107,765
48,248,917 44,036,827

For the year ended

For the year ended

Notes 31 December 2021 31 December 2020
30,019,155 24,016,630
2,839,971 2,523,810
3,6 2,775,014 2,409,950
1,987,347 2,013,892
1,728,689 1,266,712
5 1,460,698 587,338
1,262,060 1,176,460
943,620 981,710
788,760 716,120
778,256 320,360
390,930 389,880
234,881 694,840
209,670 165,790
194,790 178,080
129,130 112,770
78,290 83,990
53,740 33,270
17,340 7,230
5,530 2,260
4,280 4,350
(914,248) 466,989
640,349 389,030
43,628,252 38,563,661
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20. OPERATING EXPENSES (continued)

Employee benefits expenses comprise the following:

Wages and other benefits to employees.and refated taxes
Contributions fo State Pension Fund
Long-term employee benefits expenses (Note 14)

Total

21. FINANCE INCOME AND FINANCE COSTS

Interest income

Foreign exchange differences, net
Gain from derivatives, net

Other

Finance income

Foreign exchange differences, net

Interest expense

Adjustment for amortised cost of long term loans
Unwinding of discount

Bank fees

Finance costs

For the year ended For the year ended
31 December 2021 31 December 2020
2,426,557 2,007,730
351,446 439,153
61,968 76,925
2,839,971 2,523,810
For the year ended For the year ended
31 December 2021 31 December 2020
429,990 596,320
428,674 -
154,136 3,050
9,700 11,730
1,022,500 611,100

For the year ended
31 December 2021

For the year ended
31 December 2020

- (820,078)
(908,540) (672,560)
(255,183) .

(70,870} (77,430)

- (1,250

(1,234,593) (1,571,318)

Interest income arose from change in interest accrued on call deposits maintained with commercial banks.

22. COMPONENTS OF OTHER COMPREHENSIVE INCOME/LOSS

Cash flow hedge

Reclassification during the year to income statement (net of income tax)

Basis adjustment
Net (losses)/gains during the year (net of income tax)
Net movement on cash flow hedges (net of income tax)

Actuarial gain/(losses) on defined benefits plans (net of income tax)

For the year ended
31 December 2021

For the year ended
31 December 2020

(113,479) 2,671
196,600 -
(494,561} 1,771,339
(411,440) 1,774,010
149,828 (57,501)
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23.  FINANCIAL INSTRUMENTS AND FINANCIAL RISKS

a. Overview

The Group has exposure to the following risks from its use of financial instruments:
e Credit risk;

® Liquidity risk;

® Market risk.

This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives, policies
and processes for measuring and managing risk, and the Group’s management of capital. Further quantitative disclosures
are included throughout these consolidated financial statements.

The Group’s activities expose it to a variety of financial risks, including the effects of changes in interest rates, forex risk
and the collectability of receivables.

b. Credit risk

The credit risk is identified by the possibility that an unexpected change in a counterparty’s creditworthiness generates
an unexpected change in the market value of the counterparty’s credit position or a loss when an obligation toward
the Group is in place.

It mainly arises from the Group’s trade receivables from customers and financial obligations toward the Group.

i Trade receivables

The Group’s exposure to creditrisk is mainly determined by the financial characteristics of third parties, individually evaluated
or clustered by similar characteristics (such as financials, external official ratings, geographic location, credit ageing, etc.).

The Group has defined methodological criteria, even formalized in internal documentation, to calculate the
creditworthiness (probability of defaults or default rates) for the third parties with potential significant credit exposure.

On the wholesale electricity and capacity market (WECM) the assignment of contractors for electricity and/or capacity
sales contracts is done on the basis of a model created by the Commercial Operator of the WECM.

Generation companies operating on the WECM are obliged by the regulatory to conclude such contracts, even with
insolvent contractors, In such cases, to mitigate the risk the Group has activated a structured process to directly recover
the potential losses and moreover has established accounting criteria to determine adequate allowance if the contractor is
excluded from the list of WECM players and (possibly) becomes bankrupt in the future.

In particular, the Group established an allowance for expected credit losses, based on the estimation of probability of
default or default rates, the recovery in case of bankruptcy and the credit exposure at the reference date.

Last, inteprating the quantitative analysis to determine the expected credit losses amounts with a qualitative analysis of
the commercial portfolio, the majority of customers have been transacting with the Group for over several years, and
losses have been usually mitigated by structured processes and recovery actions. The Group establishes an allowance for
expected credit losses based on'the Group’s historical experience and informed credit assessment and including forward-
looking information.

Although collection of receivables could be influenced by economic factors, management believes that as at 31 December
there is no significant risk of loss to the Group beyond the impairment of receivables already recorded.
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23. FINANCIAL INSTRUMENTS AND FINANCIAL RISKS (continued)
b. Credit risk (continued)

il, Cash balances and deposits

The cash balances and short-term deposits are held with reliable banks or financial institutions with the high credit rating
and with experience of working in international markets. The Group places funds in top financial institutions characterized
by a quite stable financial status and proven relationship with the Group.,

fl.  Exposure to credit risk

The carrying amount of non-derivative financial assets represents the maximum of credit exposure. The maximum
exposure to credit risk at the reporting date was:

31 December 2021 31 December 2020
Financial investments into equity shares 4,880 4,880
Trade accounts receivable 3,768,599 3,409,697
Other receivables 65,946 365,769
Cash and cash equivalents 10,218,278 11,646,180
Long-term other receivables 63,366 82,086
Total 14,121,069 15,508,612

The aging of Trade receivables at the reporting date was as follows:

31 December 2021 ‘31 December 2020
Expected
credit
Expected credit losses
Gross losses allowance Gross allowance
Not past due 2,149,976 26,885 3,013,682 -
Past due for less than 1,686,086 65,352 149,656 55,695
3 months
Past due for 3 to 12 months 401,077 376,303 963,854 799,881
5:;: due for more than one 4,356,956 4,356,956 4,160,645 4,031,564
Total 8,594,095 4,825,496 8,296,837 4,887,140
c. Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.

The Group’s approach to managing liquidity {s to ensure, as far as possible, that it will always have sufficient liquidity to
meet its liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or risking
damage to the Group’s reputation.

Prudent liquidity risk management includes maintaining sufficient cash and marketable securities, the availability of
funding from an adequate amount of committed credit facilities, ability of the Group to fulfil the current obligations.
In order to implement the main investment projects the Group have already aitracted long-term financing for up to
L5 years. The short and medium term financing up to 5 years is attracted for operating activity.

The acquisition of financial liabilities by such terms of payment enables to ensure that at the required moment the Group
will be able to redeem all its financial liabilities in full. Access to the credit facilities of the Group as at 31 December
2021 is disclosed in Note 13.

The following are the contractual maturities of financial liabilities, excluding estimated interest payments. It is not
expected that the cash flows included in the maturity analysis could occur significantly earlier, or at significantly different
amounts.
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23,  FINANCIAL INSTRUMENTS AND FINANCTAL RISKS (continued)

c, Liquidity risk (continued)
i Non-derivative financial labilities

Carrying

amount

At 31 December 2021

Bank and other loans 34,174,932
Commercial papers 2,000,000
Non-current Jease liabilities 250,208
Trade and other payables 8,491,150
Total 44,916,290
Carrying
amaunt
At 31 December 2020
Bank and other loans 20,342,960

Commercial papers 5,000,000
Non-current lease liabilities 297,060
Trade and other payables 6,387,020

Total 32,027,040

Contractnal Less than 1-5 years More than
cash flows 1 year 5 years
34,006,550 4,378,640 11,511,872 18,116,038

2,000,000 2,000,000 - -
332,094 - 245,560 86,534
8,491,150 8,491,150 - -
44,829,794 14,869,790 11,757,432 18,202,572

Contractual Less than 1-5 years More than
cash flows 1 year S years
20,734,963 2,461,230 5,723,856 12,549,877

5,000,000 3,000,000 2,000,000 -
379,156 - 202,932 86,234
6,387,020 6,387,020 - -
32,501,139 11,848,250 8,016,778 12,636,111

il Derivatives

Fair values
Forwards

Derivative assets

Forwards

Derivative liabilities

31 December 2021
77.817
77.817

40
40

31 December 2020
157,600
157,600

92,300
92,300

In order to comply with the Group’s foreign exchange risk management strategy, the changes in future cash flows arising
from the highly probable capital and operational expenditure outflows in a foreign currency attributable to foreign
exchange rate movements are hedged. Forward exchange contracts and options are designated as hedging instruments in
cash flow hedges of capital and operational expenditures in a foreign currency related to wind and thermal generation

projects.

Net change of the effective hedges of RUB (411,440) thousand, including the forward element amounting to RUB 189,800
thousand, with a deferred tax of RUB 102,860 thousand are included within other comprehensive income for 2021 (2020:
change 4t the amount of RUB 1,774,010 thousand, including the forward element of RUB 53,730 thousand and RUB
443,503 thousand of deferred tax, respectively). The clement of ineffectiveness was recognized in the consolidated

statement of profit or loss.
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23.  FINANCIAL INSTRUMENTS AND FINANCIAL RISKS (continued)

d. Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices wiil
aftect the Group’s income or the value of its holdings of financial instruments. The objective of market risk management
is to manage and control market risk exposures within acceptable parameters, while optimising the return.

Currency risk

The risk management strategy of the Group is aimed to minimize currency risks to which the Group is exposed to. For
this reason, the hedging strategy is implemented through derivative transactions, whereby the major risk is attributed to
payments to contractors when such are denominated in currencies other than the functional currency of the Company.

The Group’s exposure to foreign currency risk was as follows based on notional amounts:

31 December 2021 31 December 2020
UsD EUR USD EUR
Cash 2,307 1,147,090 8,260 13,003
Trade and other payables .£24) (2,662,618) (18,246) (3,085,948)
Gross exposure 2,283 (1,515,528) (9,986) (3,072,945)
Forward exchange contracts - 131,247 - 110,753
Net exposure 2,283 (1,384,281) (9,986) (2.962,192)

The Group also hedges changes in future cash flows arising from the highly probable capital expenditure outflows in a
foreign currency attributable to foreign exchange rate movements (described in Liquidity risk section).

The following exchange rates applied during the year:

Average rate Reporting date spot rate
For the year For the year
RUB ended 2021 ended 2020 31 December 2021 31 December 2020
USD 73.6685 72.3230 74.2926 73.8757
EUR 87.0861 82.8358 84.0695 90.6824

Sensitivity analysis

A weakening of RUB against USD and EUR at 31 December 2021 would have decreased profit of the Group by the
amounts shown below. This analysis is based on foreign currency exchange rate variances that the Group considered to
be reasonably possible at the end of the reporting period. The analysis assumes that all other variables, in particular
interest rates, remain constant. The analysis is performed on the same-basis for 2020, albeit that the reasonably possible
foreign exchange rate variances were different, as indicated below.

Effect in thousands of Russian rubles to the statement of profit or loss and other comprehensive income:

Profit or loss

At 31 December 2021
EUR (10 percent RUB weakening) (138,428)
USD (10 percent RUB weakening) 228

At 31 December 2020
EUR (10 percent RUB weakening) (296,219)
USD (10 percent RUB weakening) (999)
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23.  FINANCIAL INSTRUMENTS AND FINANCIAL RISKS (continued)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes
in market interest rates. The financing strategy of the Group envisages appropriate hedging against interest rate risk.

At the reporting date the interest rate profile of the Group’s interest-bearing financial instruments was as follows:

Carrying amount

31 December 2021 31 December 2020
Fixed rate instruments
Financial assets 8,088,152 4,941,477
Financial liabilities (6,000,000) (6,666,668)
2,988,152 (1,725,191)
Varinble rate instruments
Financial liabilities (30,174,932) (18,676,292)
(30,174,932) (18,676,292)

Cash flow sensitivity analysis for interest rate instruments

A change of 100 basis points in interest rates at the reporting date would not have materially increased (decreased) profit
or loss.

e. Fair value of financial instraments

Management believes that the fair value of the Group’s financial assets and liabilities at 3] December 2021 approximates
their carrying value.

Interest rates used for determining fair value

The interest rates used to discount estimated cash flows, where applicable, are based on the govermnment bonds yield curve
at the reporting date plus an adequate credit spread, and were as follows:

31 December 2021 31 December 2020
Derivatives 7.01% - 15.90% 4.38% - 14,73%
Loans and borrowings 8.37% - 8.73% 6.64% - 7.77%
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23.  FINANCIAL INSTRUMENTS AND FINANCIAL RISKS (continued)

Fair value hierarchy

The table below analyses financial instruments carried at fair value, by valuation method. The different levels have been
defined as follows;

° Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.
s Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e., as prices) or indirectly (i.., derived from prices).
o Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).
Level 1 Level 2 Level 3 Total

Assets measured at fair value at
31 December 2021

Financial investments into equity shares - - 4,880 4,880
_ - 4,880 4,880
Forward exchange contracts - 77.817 - 77,817
— 77,817 - 77,817

Liability measured at fair value at
31 December 2021

Forward exchange contracts - 40 - 40

Level 1 Level 2 Level 3 Total

Assets measured at fair value at
31 December 2020

Financial investments into equity shares - - 4,880 4,880
- - 4,880 4,880

Forward exchange contracts - 157,600 - 157,600
- 157,600 - 157,600

Liability measured at fair value at

31 December 2020

Forward exchange contracts - 92,300 - 92,300

- 92,300 - 92,300
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23.  FINANCIAL INSTRUMENTS AND FINANCIAL RISKS (continued)

e. Fair value of financial instruments (continued)

The table below analyses financial assets and liabilities not measured at fair value but for which fair value is disclosed.
Their fair value is equat to book value,

Level 1 Level 2 Level 3 Total
Assets not measured at fair valie at
31 December 2021
Trade and other receivables - - 5,631,826 5,631,826
Loans given - - 37,160 37,160

- — 5,668,986 5,668,986

Liability not measured at fair value at
31 December 2021

Trade and other payables - - 8,230,160 8,230,160
Bank and other loans - 34,360,992 - 34,360,992
Commercial papers - 2,074,930 - 2,074,930
- 36,435,922 8,230,160 44,666,082

Level 1 Level 2 Level 3 Total

Assets not measured at fair value at
31 December 2020

Trade and other receivables - - 5,355,042 5,355,042
Loans given - - 41,480 41,480
- - 5,396,522 5,396,522

Liability not measured at fair value at
31 December 2020

Trade and other payables - - 6.127.820 6,127,820
Bank and other loans - 20,477,070 - 20,477,070
Commercial papers - 5,125,090 - 5,125,090
- 25,602,160 6,127,820 31,729,980

f. Capital risk management

The following capital requirements have been established for public companies by the legislation of the Russian
Federation:

e Share capital cannot be lower than RUB 100 thousand;

° If the share capital of the entity is greater than statutory net assets of the entity, such entity must decrease its share
capital to the value not exceeding its net assets;

e If the minimum allowed share capital is greater than stanutory net assets .of the entity, such entity is subject to
liquidation, if not rectified within 6 months after the year end.

Asat 31 December 2021, the Company has been in compliance with the above share capital requirements.

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in
order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure
to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholdets,
return capital to shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capitat on the basis of the gearing ratio. This ratio is calculated as net debt divided by total equity.
Net debt is calculated as total borrowings, as shown in the statement of financial position, less cash and cash equivalents.
Total capital is calculated as equity, as shown in the statement of financial position, plus net debt.
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23, FINANCIAL INSTRUMENTS AND FINANCIAL RISKS (continued)

1. Capital risk management (continued)
31 December 2021 31 December 2020
Total borrowings (Note 13) 36,174,932 25,342,960
Less: Cash and cash equivalents (Note 10) {10,218,278) (11,646,180)
Net debt 25,956,654 13,696,780
Equity 42,898,383 40,561,593
Debt to equity ratio 60.51% 33.77%

24. COMMITMENTS

a. Fuel supply contracts

The Group has entered into several long-term gas supply contracts. The prices in these contracts are based on market
terms and conditions. The long-term contract for gas supply includes “take-or-pay” clause.

b. Capital commitments

Future capital expenditure for which contracts have been signed amounted to RUB 8,349,307 thousand at 31 December
2021 (at 31 December 2020: RUB 22,914,482 thousand), including RUB 3,506,243 thousand (2020: RUB 19,088,643
thousand) for the wind generation projects.

25. CONTINGENCIES

a. Operating environment

Russia continues economic reforms and development of its legal, tax and regulatory frameworks as required by a market
economy. The future stability of the Russian economy is largely dependent upon these reforms and developments and the
effectiveness of economic, financial and monetary measures undertaken by the government. The Russian economy is
negatively impacted by geopolitical tensions and sanctions imposed by several countries. This have resulted in overall
reduced access to capital, a higher cost of capital and slowdown of economic growth, which could negatively affect the
Group’s future financial position, results of operations and business prospects. Management believes it is taking
appropriate measures to support the sustainability of the Group’s business in the current circumstances.

b. Insurance

The Group applies the integrated insurance approach. The Group Insurance coverage includes both obligatory and
voluntary types of insurance with regard to assets, third party liability risks and other insurable risks. Management of the
Group takes the appropriate measures to minimize the potential negative external influence on the Group property interest
from those risks which arc out of existing insurance coverage.

c. Legal proceedings

The Group was not a party to any significant legal proceedings which, upon final disposition, would have a material
adverse effect on the financial position of the Group, except those for which provision has been accrued and recorded in
these financial statements.

d. Tax contingency

The taxation system in the Russian Federation is characterised by frequent changes in legislation, official pronouncements:
and court decisions, which are often unclear, contradictory and subject to varying interpretation by different tax
authorities. Taxes are subject to review and investigation by the tax authoritics who may impose severe fines, penalties
and interest charges. Tax authorities are entitled to conduct field tax audits within three calendar years preceding the year
when the tax authorities issue a decision to conduct 2 field tax audit. These circumstances may create tax risks in the
Russian Federation that are substantially more significant than in other countries, Management believes that it has
provided adequately for tax liabilities based on its interpretations of applicable Russian tax legislation, official
pronouncements and court decisions, However, the interpretations of the tax authorities could differ from the position
taken by the company and have effect on these consolidated financial statements. If the tax authorities are successful in
enforcing their unfavourable interpretations of the tax legisiation, the implications for the company could be significant.
The Russian transfer pricing legislation, which came into force on 1 January 2012, allows the tax Russiah authorities to
apply transfer pricing adjustments of income and expenses and impose additional corporate income tax
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25. CONTINGENCIES (continued)

liabilities in respect of all “controlled” transactions if the transaction price differs from the market level of prices. The list
of “controlted” transactions includes, inter alia, transactions performed with related parties and certain types of cross-
border transactions. The Group determines its tax liabilities arising from “controlled” transactions using actual transaction
prices. Due to the difference in transfer pricing regulations in European countries and Russia, there is a risk that the
Russian tax authorities may challenge the level of prices applied by the Group under the “controlled” transactions and
accrue additional tax liabilities unless the Group is able to demonstrate the use of market prices with respect 1o the
“controlled” transactions calculated in accordance with Russian transfer pricing regulations. Overall, management
believes that the Group has paid or accrued all taxes that are applicable. For taxes other than corporate income tax, where
uncertainty exists, the Group has accrued tax liabilities based on management’s best estimate of the probable outflow of
resources, which will be required to settle these liabilities.

In December 2019 Interregional Tax Inspectorate of the Federal Tax Service for Major Taxpayers of Russia No. 4, (the
Inspectorate) issued a decision to hold the Company lable based on the results of the field tax audit for 2014-2016. The
major part of the tax assessment is explained by the incorrect classification (in the opinion of the Inspectorate) of some
fixed assets as movable property which resulted in underpayment of property tax for 2014-2016 in the amount of RUB
152 million. Rub. The Group is currently disputing the Tax authority’s decision in the Moscow arbitration court,
Currently, the court proceedings are suspended until the results of a forensic examination are received. The Group
understands that there is legal ambiguity regarding the payment of property tax on the disputed assets, however, taking
into account the current legislation, official clarifications of regulatory bodies of the Russian Federation and law
enforcement practice, believes that such a risk is not highly probable.

On February 12, 2021, in Letter # [L1}0-4-13/1749@, the Federal tax service issued the insights regarding the justification
of economic feasibility of expenses incurred on the basis of related parties transactions, as well as recognition of income
of foreign companies from such activities, in which they clarify that it is necessary to distinguish between related parties
transactions and a concept of "shareholder’s activities".

There is a possibility that the Company’s views of economic feasibility of such transactions under contracts for the
provision of services with foreign companies within Enel Group will differ from the view of tax authorities. These may
lead to adjustments of tax liabilities if the Company cannot confirm that related parties transactions are economically
justified and ‘do not related to "shareholder's activities”. However, the Company believes, that this risk is not highly
probable.

€. Environmental matters

The enforcement of environmental regulation in the Russian Federation is evolving and the enforcement posture of
government authorities is continually being reconsidered. The Group periodicaily evaluate its obligations under
environmental regulations.

Potential liabilities might arise as a result of changes in legislation and regulation or civil litigation. The impact of these
potential changes cannot be estimated. In the current enforcement and given existing legislation, management believes
that there are no significant labilities for environmental damage, except those for which provision has been acerued and
recorded in these financial statements.

The Company is a subsidiary of Enel Group, which pays special attention to environmental and safety matters.

26. RELATED PARTIES DISCLOSURES

Parties are generally considered to be related if one party has the ability to control the other party, is under common
control, or can exercise significant influence or joint control over the other party in making financial and operational
decisions. In considering each possible related party relationship, attention is directed to the substance of the relationship,
notmerely the legal form.

In the normal course of business the Group enters into transactions with related parties.

Related parties-include shareholders, directors, subsidiaries and enterprises controlled by Enel S.p.A.
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26. RELATED PARTIES DISCLOSURES (continued)

Transactions with Enel S.p.A and its subsidiaries {Enel Group)

For the year ended 31 December 2021 the Group had the following transactions with Enel Group entities:

For the year ended For the year ended
31 December 2021 31 December 2020

Sale of electricity 211,420 526,989
Other revenue 13,683 41,380
Purchases (1,163,553) (988,336)

As at 31 December 2021 the Group had the following balances with Enel Group entities:
31 December 2021 31 December 2020

Trade and other receivables 123,784 120,158
Trade and other payables (3,024,875) (3,402,992}

As at 31 December 2021 the Group had no advances issued for capital construction to Enel Group companies.

Transactions with other related parties
In 2021 transactions with other related parties represent transactions with the non-state pension fund.

For the year ended For the year ended
31 December 2021 31 December 2020

Benefits paid 80,777 256,512

As at 31 December 2021 the Group balances with other related parties were settled.

Transactions with key management personnel

Key management personnel are those persons having authority and responsibility for planning, directing and controlling
the activities of the Group, directly or indirectly, including any director (whether executive or otherwise) of that entity.

Total remuneration incudes all type of remuneration such as wages, salaries, bonuses, non-monetary benefits, other. Total
remuneration paid to the members of the Board of Directors and Management Board for the year ended 31 December
2021 and 2020 was as follows:

For the year ended For the year ended
31 December 2021 31 December 2020

Remuneration 133,475 199,084

Social security fees 12,632 11,749

During the year ended 31 December 2021 the loan on market conditions were provided to key management personnel
amounting t0 RUB 7 million (during the year ended 31 December 2020 RUB 15.53 million).

The employee benefit obligations in the consolidated statement of financial position includes payables attributable to key
management personnel at the amount of RUB 22,117 thousand for the year ended 31 December 2021 (2020; RUB 69,244
thousand).

At 31 December 2021 there were 11 members of the Board of Directors and 5 members of the Management Board.

50




PJSC Enel Russia

Notes to the consolidated financial statements

For the year ended 31 December 2021

Thousands of Russian roubles, unless otherwise stated

27. STANDARDS ISSUED BUT NOT YET EFFECTIVE

A number of new standards are effective for annual periods beginning after 1 January 2021 and earlier: application is
permitted; however, the Group has not early adopted the new or amended standards in preparing these consolidated
financial statements.

Onerous contracts — Cost of Fualfilling a Contruct {Amendments to IAS 37}

The amendments specify which costs an entity includes in determining the cost of fulfilling a contract for the purpose of
assessing whether the contract is onerous. The amendments apply for annual reporting periods beginning on or after 1
January 2022 to contracts existing at the date when the amendments are first applied. At the date of initial application,
the cumulative effect of applying the amendments is recognised as an opening balance adjustment to retained earnings or
other components of equity, as appropriate. The comparatives are not restated. The Group has determined that there will
be no uncompleted contracts before the amendments become effective.

Deferred Tax related to Assets and Liabilities arising from a Single Transaction (Amendments to IAS 12)

The amendments narrow the scope of the initial recognition exemption to exclude transactions that give rise to equal and
offsetting temporary differences — e.g. leases and decommissioning liabilities. The amendments apply for annual reporting
periods beginning on or after | January 2023. For leases and decommissioning liabilities, the associated deferred tax asset
and liabilities will need to be recognised from the beginning of the earliest comparative period presented, with any
cumulative effect recognised as an adjustment to retained earnings or other components of equity at that date. For all
other transactions, the amendments apply to transactions that occur after the beginning of the earliest period presented.
The Group did not expect significant influence of this amendment.

Other standards

— COVID-19-Related Rent Concessions beyond 30 June 2021 (Amendment to IFRS 16).

—  Annual Improvements to [FRS Standards 2018-2020.

- Property, Plant and Equipment: Proceeds before Intended Use (Amendments to IAS 16).
—  Reference to Conceptual Framework (Amendments to IFRS 3).

—  Classification of Liabilities as Current or Non-current (Amendments to IAS 1),

- IFRS& 17 Insurance Contracts and amendments to JFRS 17 Insurance Contracts.

—  Disclosure of Accounting Policies (Amendments to [AS 1 and IFRS Practice Statement 2).

—  Definition of Accounting Estimates (Amendments to IAS 8).

These new and amended standards are not expected to have a significant impact on the Group’s consolidated financial
statements.

28. SUBSEQUENT EVENTS

In February 2022 due to the new geopolitical tensions additional sanctions were introduced by the USA and EU and some
other countries. These events have led to depreciation of the Russian ruble, increased velatility of financial markets,
significantly increased the level of economic uncertainty in the Russian business environment and may have impacts on
the Group current activities and its projects, Enel Russia and its subsidiaries continue doing their busines on the Russian
Federation market. The Group supplier chain and customers are mostly presented by local companies. However, the future
economic environment may vary from the Group expectations. The situation is changing so fast that any prediction could
be superseded overnight. Management continues to monitor the situation closely and to evaluate potential effects.

General Director S.M. Zweguintzow
Chief Accountant V.V. Grishachev
16 March 2022
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