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Natsionalna Elektricheska Kompania EAD is a sole owner joint-stock company from the structure of
the Bulgarian Energy Holding EAD.
The registered capital is divided into 1,063,766,192 registered shares. The entire amount of the
Company’s capital is subscribed and fully paid by the Bulgarian Energy Holding EAD. All shares have
a nominal value of 1 BGN each. The Company’s shares are ordinary, registered, non-preferred shares
with a voting right. A share gives the right of one vote in the General Assembly of the Shareholders,
right of dividend and right of liquidation quota, commensurable to the nominal value of the share.
The ultimate owner of the capital of the Bulgarian Energy Holding EAD is the Bulgarian State through
the Minister of Energy.
Natsionalna Elektricheska Kompania EAD is managed by a one-tier management system.
ies are, as follows
The sole owner of the capital, who decides matters within the competence of the General
Assembly;
Board of Directors.
As at 31 December 2021 the Company is managed by a Board of Directors consisting of the following
members:
Vassia Mihailova Nikolovska Board Chairwoman
Svetsolav Ivanov Spassov- Board Deputy Chairman
Ivan Todorov Yonchev - Board Member and Executive Director
Momchil Vekilov Vanov Board Member;
Hristo Velichkov Georgiev - Board Member.

The Management confirms that the financial statements are prepared in accordance with the applicable
accounting standards and give a true and fair view of the assets, liabilities, and the financial position of
the Company. Consistent and adequate accounting policies have been followed in the preparation of the
financial statements for 2021 on a going concern principle.
The Management is responsible for keeping proper accounting records, safeguarding the
assets, and taking the necessary measures for prevention and detection of fraud or other irregularities.
The Company has no registered branches.
As at 31 December 2021 the following enterprises are within the structure of NEK EAD:
NEK EAD, Hydro Power Plants Enterprise (HPP Enterprise), Plovdiv
operates within
electricity generation, construction, repair & maintenance works in the field of HPP generation
and investments;
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The amount of purchased electricity in the Company’s portfolio in 2021 ensured the normal electricity
supply to the consumers on the regulated market and at the same time allowed more optimal
participation of NEK EAD on IBEX and on the non-regulated market this year with more quantities of
electricity than from its own HPPs.
A decrease is reported in the purchases from the power plants with quotas and an increase in the
mandatory purchases of electricity from the power plants with long-term contracts, RES, and HE CHP
producers in accordance with the price decisions in force in 2021. The decrease in purchases from the
power plants with quotas is due to the changed market model and shrinking of the scope of protected
consumers, as according to the provisions of the Energy Act, the small business consumers connected
to the low voltage network are obliged to go to the non-regulated market. In accordance with this, in
determining the estimated monthly availability and quantities under Art. 21, para. 1, it. 21 of the
Energy Act, EWRC has made the forecast for the demand on the regulated market for the regulatory
periods 2020-2021 and 2021-2022, considering the expected changed structure of the electricity
market.
In 2021 there was a decrease in the amount of electricity purchased from the producers with quotas
compared to the report for the previous year, which is due to the smaller quantities of electricity
supplied from Maritza East 2 TPP this year. The electricity purchases from that power plant for the
year are equal to 1,934,607 MWh, which is a decrease by 36.5% compared to the report for 2020.
There is a minimal reduction in the electricity quantities supplied from Kozloduy NPP, as the quantities
purchased from this power plant were equal to 2,944,071 MWh in 2021 or 0.3% less than in the
previous year. The electricity purchased from Bobov Dol TPP is equal to 375,050 MWh, and the entire
amount was supplied in the first half of the year, since the power plant participated in providing
electricity to consumers on the regulated market only in the previous price decision for the period
2020-2021. EWRC did not include this power plant as a plant with quotas in the price decision for the
regulatory period 2021-2022. The total amount of electricity purchased from the power plants with
quotas in 2021 decreased by 1,075,882 MWh or 17.0% less compared to the report for 2020.
The electricity purchases of NEK EAD in 2021 were conducted in accordance with the provisions of
the Energy Act for mandatory purchase of electricity generated under long-term contracts, from RES
and HE CHP producers with capacities below 1 MW /until 30 June/ and below 500 kW / from 1 July /.
The total amount of electricity purchased by the Company under long-term contracts and at preferential
prices for this year is 8,670,289 MWh, which have increased by 1,396,666 MWh or 19.2% more
compared to 2020.
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In 2021 the proceeds from the ESSF reimbursed to NEK EAD were provided in accordance with the
active price decisions of EWRC and the approved funds of the ESSF. In 2021 the Company received
proceeds from the ESSF in the amount of BGN 1,628,038 thousand. Compared to the report for the
previous year, there was an increase of the proceeds from the ESSF by BGN 649,745 thousand or
66.4% more. The increase in revenues from the ESSF is due to the following factors:
- Higher prices of carbon emissions, which the power plants with long-term contracts purchase
for the electricity generated by them and reinvoice to NEK EAD for the Public Supply activity in
accordance with the valid long-term contracts.
- Increase in the quantities of electricity purchased from the power plants with long-term contracts
compared to the report for 2020.
In 2021 there was a continuous increase in carbon prices on the European exchanges, and by the end of
December they reached levels of 80-85 EUR/ton. In February EWRC made an extraordinary change in
the price decision for the regulatory period 2020-2021 and increased the estimated price of carbon
emissions to the level of 40 EUR/ton, thus the ESSF costs were additionally increased by BGN 247,027
thousand to compensate NEK EAD as a Public Supplier. The higher proceeds from the ESSF in 2021
reported by the Company were due to the increase in the quantities of electricity purchased from the
power plants with long-term contracts /1,382,292 MWh more from the two power plants/ for the
current year compared to the quantities reported for the previous 2020, which resulted in higher costs
that were reimbursed to NEK EAD by the ESSF. In 2021 the ESSF in regular intervals reimbursed the
amounts due to the Company in connection with the expenses incurred by NEK for the Public Supply
activity in accordance with the EWRC’s decisions and the provisions of the Energy Act. In this regard it
is important so that the ESSF liquidity is kept high.
An increase is reported in the revenues from dividends, which increased from BGN 41,292 thousand in
the previous year to BGN 42,270 thousand in 2021. A minimal increase is also reported in the proceeds
from water supply and other services. The other revenues increased to BGN 17,723 thousand compared
to BGN 6,524 thousand reported for the previous year. Their growth is due to the interest and penalties
in the amount of BGN 9,132 thousand received under a lawsuit with Sofia District Heating EAD.
The structure of revenues is kept, as the revenues from electricity sales are at the level of 57.8% the
current year, and the proceeds from the ESSF are 37.5% of all revenues for 2021.

NEK EAD reported total expenses in the amount of BGN 3,429,344 thousand in 2021, which increased
by BGN 912,441 thousand compared to those reported in 2020, when they amounted to BGN
2,516,903 thousand. The Company’s total expenses have increased by 36.3% compared to the previous
year.
The Company’s operations have been most influenced by the costs for purchases of electricity and
capacity availability, which are about 90% of all NEK’s costs. In 2021 the operating costs of the
Company were equal to BGN 3,320,787 thousand, having increased by BGN 941,321 thousand
compared to the figures reported for 2020.
The costs reported for electricity purchases in 2021 were at the level of BGN 3,095,927 thousand,
having increased by BGN 908,536 thousand in comparison to the previous year. The reported increase

NATSIONALNA ELEKTRICHESKA KOMPANIA EAD
Annual Activity Report
for the year ended on 31 December 2021

shows an increase from 0.0350 as at 31.12.2020 to 0.3513 as at
31.12.2021, as the increase is due to the positive financial result, before taxes, equal to BGN 688,684
thousand in 2021 compared to BGN 43,323 thousand in 2020. This ratio provides information on the
efficiency of equity use, i.e., the funds invested by the owner and how profitable it is to invest funds
from potential investors.
: for the current period, the liabilities profitability is 0.1687, and in the
compared period it was 0.0107.
was 0.1140 as at 31.12.2021, compared to 31.12.2019 when the value

of that ratio was 0.0082.

shows the ratio of
revenue to its expenses. This ratio
provides information about the extent to which the Company manages to bind its revenues and
expenses with regard to the effectiveness of its core business. As at 31.12.2021 the value of this ratio
was 1.2008 and as at 31.12.2020 it was 1.0172, i.e., in 2021 against the expense of 1 BGN the
Company got a revenue of BGN 1.2008, while in the same period of 2020 the revenue was equal to
BGN 1.0172.
is reciprocal of the cost effectiveness ratio and shows what expenses
the Company incurs in order to obtain a revenue of 1 BGN. The value of this ratio was 0.8328 as at
31.12.2021, while as at 31.12.2020 that ratio was 0.9831.

Liquidity ratios express the ability of the Company to pay its current liabilities with available current
assets, which do not include expenses for future periods.
was 1.6494 as at 31.12.2021, which means that the short-term assets cover 164,94%
of the short-term liabilities. For the compared period of the preceding year the value of this ratio was
0.1571.
The current ratio dynamics is as follows:
31.12.2020
0.157

31.03.2021
0.196

30.06.2021
0.247

After eliminating the role of short-term tangible assets,
1.6302 as at 31.12.2021, and as at 31.12.2020 it was 0.1529.

30.09.2021
0.290

31.12.2021
1.649
is calculated. Its value was

After eliminating the impact of short-term receivables,
is calculated,
which was 0.7034 as at 31.12.2021. Its value is higher than the figure for the respective period in 2020
when it was equal to 0.0391, due to the higher value of the available cash and cash equivalents in the
balance sheet as at 31.12.2021.
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There is a desire of the employees to acquire additional qualifications, including in the areas directly
related to the functions performed in the Company. The aim of the Management is to provide support,
encouragement and creation of favorable conditions for ensuring of career and personal development of
the employees, including through trainings and initiatives financed with funds of the Company.
The Company
the next 5 years are to build a long-lasting cooperation with higher education
institutions, in order to attract young, qualified professionals, to invest in internship programs and as a
result of that to increase its own scientific and technical potential.
Our strategic intentions regarding human resources management are aimed at introducing of good
practices related to increasing the commitment and involvement of the employees in the Company
ideas, values, and goals, encouraging of teamwork, and at the same time developing the personal skills
of the employees and the Company potential and thus improving the results of the Company’s
activities.

In 2021 NEK EAD continued to implement its environmental policy aimed at reducing the
consequences of environmental impacts as a result of its activities. The Company operates in strict
compliance with the environmental requirements in accordance with the Bulgarian legislation.
During the past year, the second supervisory audit of the Integrated Management System for control of
quality, environment, health, and safety at work in the commercial and production activities of
NEK EAD was successfully conducted, in accordance with the standards ISO 9001:2015, ISO14001:
2015, ISO 45001:2018. The audit was conducted by TV Rheinland Bulgaria OOD.
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During the reported period NEK EAD did not have any substantial deals concluded beyond its ordinary
activity.

The deals related to purchase and sale of electricity and electricity-related services are concluded at
regulated prices determined by a Decision of the Energy and Water Regulatory Commission, except the
sales on the power exchange market of IBEX EAD. All other sales and purchases from related parties
are done under market conditions.
The outstanding balances by the end of the year are unsecured, interest-free and are settled in cash
unless otherwise specified.
No guarantees have been received with regard to the receivables from related parties.
As at 31 December 2021 NEK EAD had issued promissory notes in the total amount of BGN 135,347
thousand to related parties - ContourGlobal Maritsa East 3. (As at 31 December 2020 NEK EAD had
issued promissory notes in the total amount of BGN 100,486 thousand, including to related parties: to
ContourGlobal Maritsa East 3 in the amount of BGN 100,376 thousand and to ESO EAD in the amount
of BGN 110 thousand).

Balancing energy
Reserve and additional services
Revenue from electricity trading
Other sales
Sale of long-term assets
Other sales
Other sales
Water supply
Electrical energy

147,074
40,959
-

50,644
19,501
21,045
3

794
21

1,968
6

18

6

1,592

1,596

NATSIONALNA ELEKTRICHESKA KOMPANIA EAD
Annual Activity Report
for the year ended on 31 December 2021

30 November 2022, to be repaid in 60 equal monthly instalments, starting from 31 December 2017. As
at 31 December 2021 the amount of the liability was equal to BGN 35,250 thousand.
4) On 8 February 2022, an agreement was signed for rescheduling of interest liabilities of NEK EAD to
BEH EAD. The overdue interest and the statutory interest for delay accrued till 28.07.2021 under the
Credit Agreement in item (1) and the Loan Contract in item (2) in the amount of BGN 550,720
thousand (BGN 421,613 thousand and BGN 309,108 thousand, respectively) are innovated and united
in one agreement for rescheduling of amounts due, and no interest for deferred payment is due on them.
The repayment period is 10 years in equal monthly instalments of BGN 4,589 thousand with the last
instalment on 28.07.2031. As at 31 December 2021 the amount of the liability was equal to
BGN
527,774
thousand
for
the
current
and
the
non-current
parts.
As at 31.12.2021 the loans from BEH EAD were not secured.

The liabilities to BEH EAD as at 31.12.2021 included:
Liabilities to BEH EAD
(1) Long-term loan
(2) Long-term loan
(3) Interest Rescheduling Agreement
Commercial Liabilities

1,003,777
1,047,685
73,704
16

1,003,777
1,043,464
73,704
16

198,570
275,685
-

(1) Loan from BEH EAD
(2) Loan from BEH EAD
(3) Interest Rescheduling Agreement

31.03.2024
28.07.2021
30.11.2022

329,879
35,250

(1) Loan from BEH EAD
(2) Loan from BEH EAD
(3) Interest Rescheduling Agreement
Commercial liabilities

31.03.2024
28.07.2021
30.11.2022

872,468
1,319,149
38,454
16

1,202,347
1,319,149
73,704
16

The movements of the loans are as follows:

Payments under loans
Accrued interest expenses
Depreciation of financial expenses

(328,274)
102,374
4,221

(38,454)
129,963
5,832
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The price of electricity purchased from the producers with quotas is determined by EWRC for the
regulatory period and forms a part in the energy mix of the Public Supplier. The other components in
that energy mix include the electricity quantities purchased under long-term power purchase
agreements concluded with AES Maritza East 1 TPP and ContourGlobal Maritza East 3 TPP, as well as
the quantities purchased at preferential prices from RES and HE CHP producers, in accordance with
art. 93a and art. 94 of the Energy Act, to the size of the annual quotas defined for them.
The prime
Public Supplier determined by EWRC for the End Suppliers, and the difference is compensated by the
ESSF, which is a substantial risk for the Company’s activities. For this reason, it is extremely important
so that the liquidity of the ESSF is high in order to prevent any disturbances in the generation and trade
activities of the Company.
In 2021 NEK EAD operated in accordance with the latest two decisions issued by EWRC for the
regulatory periods 2020-2021 and 2021-2022 and was strongly dependent on the price levels and the
regulatory conditions defined in them. Since 01.07.2021 the obligations of NEK EAD for electricity
purchases have been reduced and the Company already purchases electricity only from RES and
HE CHP plants that have installed capacities below 500 kW. The Company continues to purchase
capacity availability and electricity under the long-term contracts with AES Maritza East 1 TPP and
ContourGlobal Maritza East 3 TPP. The public service obligations charge is administered by the ESSF,
thus the Fund’s functions and responsibilities have considerably increased.
For
proper functioning and maintaining of adequate liquidity, it is very important so that the
costs incurred by the Public Supplier are reimbursed to it in time.

The liquidity risk is expressed in the probability that the Company may not be able to meet its
obligations when they become due. The Company applies such an approach in order to ensure the
necessary liquidity resource for meeting its liabilities under normal or crisis conditions without
incurring any unacceptable losses.
Since the Company’s activities are related to regular supplies and regular payments by customers, the
liquidity risk control is conducted mainly in three directions:
- Careful planning of all outgoing cash flows based on monthly forecasts;
payments that are made within one month - payment schedules are agreed, as
well as penalties in case of overdue payments;
- Overdraft agreements with banks, ensuring liquidity risk management in the short term.
The main activity of the Company (70-75 %) is regulated, therefore the
price framework defined by the Regulator lead to certain liquidity risks expressed in impossibility of
the Company to pay its liabilities to electricity suppliers and incurring of investment and maintenance
costs, compared to the revenues gained from the electricity at regulated prices.

STATEMENT OF FINANCIAL POSITION (CONTINUED)
As at 31 December 2021

Share capital
Revaluation reserve of non-financial assets
Defined benefit plans revaluation reserve
Other reserves
Accumulated loss
Current per
result

27.1
27.2
27.3
27.4

1,063,766
1,430,129
(5,920)
68,511
(1,246,171)
650,096

1,063,766
1,357,425
(5,609)
63,491
(1,288,019)
46,314

Bank Borrowings
Deferred funding
Retirement defined benefit obligations
Provisions
Long-term liabilities to related parties
Non-current trade liabilities
Liability to the Ministry of Energy for provided reimbursable
financial aid
Deferred tax liabilities
Other non-current liabilities

28
29
33
34
32
31

37,843
12,667
33
2,213,853
320

4,293
26,672
12,571
74
365,129
2,300

35

1,055,672

999,926

30
36

128,023
348

122,834
347

Bank Borrowings
Trade liabilities
Liabilities to related parties
Deferred financing
Retirement defined benefit obligations
Provisions
Other liabilities
Income tax liability

28
31
32
29
33
34
36

4,316
240,615
305,634
988
1,583
108
63,774
16,505

8,468
129,887
2,356,167
946
1,266
230
19,615
-

The annual financial statements have been approved for issue by decision of the Board of Directors of 28 April
2022

Date of preparation: 31 March 2022
Certified as per auditor’s report:
Grant Thornton OOD, Audit firm
Registered under No. 032

Zaharinova Nexia EOOD, Audit firm
Registered under No. 138

Mariy Apostolov, Managing Partner
Registered auditor responsible for the audit

Grigor Petrov
Registered auditor responsible for the audit
Dimitrina Zaharinova, Manager

The notes from 1 to 42 are an integral part of these financial statements.
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IAS 16 Property, Plant and Equipment
oceeds before Intended U
prohibit
deducting from the cost of an item of property, plant and equipment any proceeds from selling items produced
while bringing that asset to the location and condition necessary for it to be capable of operating in the manner
intended by management. Instead, an entity recognises the proceeds from selling such items, and the cost of
producing those items, in profit or loss.
IAS 37 Provisions, Contingent Liabilities and Contingent Assets - The changes in Onerous Contracts
Cost of
Fulfilling a Contract
mental costs of fulfilling that contract or an
allocation of other costs that relate directly to fulfilling contracts.
IFRS 1 First-time Adoption of International Financial Reporting Standards - The amendment permits a subsidiary
that applies paragraph D16(a) of IFRS 1 to measure cumulative translation differences using the amounts
.
IFRS 9 Financial Instruments - The amendment clarifies which fees an entity incl
0 per
ragraph B3.3.6 of IFRS 9 in assessing whether to derecognise a financial liability. An entity
includes only fees paid or received between the entity (the borrower) and the lender, including fees paid or
received by either the entity or the lender on the ot
.
IFRS 16 Leases - The amendment to 16 removes from the example the illustration of the reimbursement of
leasehold improvements by the lessor in order to resolve any potential confusion regarding the treatment of lease
incentives that might arise because of how lease incentives are illustrated in that example.
IAS 41 Agriculture - The amendment removes the requirement in paragraph 22 of IAS 41 for entities to exclude
taxation cash flows when measuring the fair value of a biological asset using a present value technique. This will
ensure consistency with the requirements in IFRS 13.
IFRS 17 repla
current measurement model where estimates are
remeasured each reporting period. Contracts are measured using the building blocks of:
- discounted probability-weighted cash flows;
- an explicit risk adjustment, and
- a contractual se
enting the unearned profit of the contract which is recognised as
revenue over the coverage period.
The standard allows a choice between recognising changes in discount rates either in the income statement or directly in
other comprehensive income.
The new rules will affect the financial statements and key performance indicators of all entities that issue insurance
contracts.

The amendments in Classification of Liabilities as Current or Non-current affect only the presentation of liabilities in the
statement of financial position
not the amount or timing of recognition of any asset, liability, income or expenses, or
the information that entities disclose about those items. They:
clarify that the classification of liabilities as current or non-current should be based on rights that are in existence
at the end of the reporting period and align the wording in all affected paragraphs to refer to the "right" to defer
settlement by at least twelve months and make explicit that only rights in place "at the end of the reporting
period" should affect the classification of a liability;
clarify that classification is unaffected by expectations about whether an entity will exercise its right to defer
settlement of a liability; and
make clear that settlement refers to the transfer to the counterparty of cash, equity instruments, other assets or
services.

The entity is required to disclose its material accounting policy information instead of its significant accounting policies,
the amendments clarify that accounting policy information may be material because of its nature, even if the related
amounts are immaterial. The amendments clarify that accounting policy information is material if user
financial statements would need it to understand other material information in the financial statements and if the entity
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Trade receivable is the right of the Company to receive consideration in a certain amount, which is unconditional (i.e.,
before the payment of the consideration becomes due, it is only necessary to expire a certain period of time).
The contract asset is the right of the company to receive consideration in exchange for the goods or services it has
transferred to the client, but which is not unconditional (accrued receivable or the customer is billed). If, through the
transfer of goods and/or the provision of services, the company fulfils its obligation before the client pays the relevant
consideration and/or before the payment becomes due, a contract asset is recognized for the earned consideration (which
is conditional). The contract assets are transferred to receivables when the rights become unconditional.
The company presents as contract liability the payments received from the client and/or the unconditional right to receive
payment before a related contractual obligation is satisfied. Contract liabilities are recognized as income when (or as) its
performance obligations are satisfied.
Contract assets and liabilities are presented net in the statement of financial position even if they are the result of different
performance obligations.
After initial recognition, trade receivables and contract assets are subject to impairment testing in accordance with IFRS 9
Financial Instruments.
Other revenue includes operations that are incidental to the Company’s core business and represents revenue or income
that is recognized under other standards and are outside the scope of IFRS 15.

Profits or losses arising on the derecognition of property, plant, equipment or
intangible asset as a result of a sale are included in profit or loss when the asset
is derecognised. The asset is derecognised at the point in time at which the
control is transferred to the asset to be sold.

Net profit on sale of property, plant
and equipment
Revenue from revaluation of property,
plant and equipment

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

Rental income

The rental income from operating lease contracts is recognized according to
IFRS 16. The income related to short-term leases and leases, the main asset of
which is of low value, is recognized as income by the straight-line method over
the lease term except when the management of the company judges that
another systematic basis reflects more accurately the time model in which use
the benefit from the leased asset is reduced.

Surplus assets and liquidation of assets

Revenue from surplus assets is recognised at the point in time at which the
surplus is established.

Revenue from financing

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

Income from insured events

established.

Income from penalties
Income
from
liabilities

derecognition

established.
of

o receive payment is
s right to receive payment is

Income from derecognition of liabilities is recognised when the term of the
liability expires, or the creditor waives its rights.
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A financial liability is any liability that is a contractual right to provide or exchange under potentially unfavourable terms
cash or financial instruments with another entity, as well as a contract that will be settled by equity instruments of the
issuer and is a non-derivative in which the Company may or will obtain a variable number of
equity
instruments or a derivative that may or will be settled in a manner different from the exchange of a fixed amount of cash
or other financial assets, vs. fixed number of equity instruments of the entity.

The Company initially recognises a financial asset at the time it becomes a party to a contractual arrangement and
classifies it according to the business model for managing financial assets and the characteristics of the contracted cash
flows.
The Company classifies its financial assets according to their subsequent measurement in three categories: "financial
assets measured at amortized cost", "financial assets measured at fair value through other comprehensive income" or
"financial assets at fair value through profit or loss, as appropriate, under the contractual terms of the instruments and
established business models in the Company in accordance with IFRS 9.
The business model developed by the company to manage its financial assets describes the way in which it manages its
financial assets to generate cash flows. The business model determines whether cash flows will result from the collection
of contractual cash flows, the sale of financial assets, or both.
The management of the Company has determined that the financial assets representing cash in bank, trade receivables,
other receivables, court and awarded receivables and receivables from related parties are held by the Company in order to
obtain the agreed cash flows and are expected to generate cash flows, representing only payments of principal and interest
(business model applied). These financial assets are classified and subsequently measured at amortized cost.
Initially, all financial assets, with the exception of trade receivables, are measured at their fair value plus direct
transaction costs if they are not carried at fair value through profit or loss when initially recognized as net of transaction
costs. Trade receivables that do not contain a significant component of financing and for which the Company applies the
practically feasible measure under IFRS 15 in this respect, are initially measured at the transaction price in accordance
with IFRS 15. (Note 5 Revenue from contracts with customers).
For the purposes of subsequent measurement and presentation, financial assets are classified in one of the following
categories: "financial assets measured at amortized cost" (debt instruments), "financial assets measured at fair value
through other comprehensive income with reclassification of accrued earnings and losses (debt instruments), "financial
assets designated at fair value through other comprehensive income, without reclassifying accumulated profits and writeoffs" (equity instruments) or "financial assets (measured at fair value through profit or loss) (debt and equity instruments).
This category includes cash in banks, trade receivables, other receivables, court and awarded receivables and related party
receivables and loans granted. This category of financial assets is the most significant for the Company.
The Company estimates and measures financial assets at amortized cost if both of the following conditions are met:
the financial asset is held within a business model in order to hold financial assets for the purpose of collecting
contractual cash flows;
the agreed terms of the financial asset result in certain dates of cash flows, which are only principal payments
and interest on the outstanding principal.
Subsequent measurement is carried out using the "effective interest" method through which interest income is calculated
by applying the effective interest rate to the gross carrying amount of the instruments. For purchased or created assets
with initial credit impairment and those with a subsequently recognized credit impairment, the effective interest rate
adjusted for credit losses and the effective interest rate, respectively, apply to the amortized cost of the asset.
Financial assets in this category are subject to impairment testing at the date of each financial statement of the Company,
and changes are disclosed in profit or loss.
Gains and losses are recognized in profit or loss when the asset is derecognised, modified or impaired.
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In compliance with the Bulgarian labour legislation and the Collective Labour Agreement (CLA), upon retirement for
length of service and age, the Company is obliged to pay compensations to the retired personnel as follows:
- 2 gross monthly salaries;
- 6 gross monthly salaries - if the employee has worked at structural entities in the energy sector for the last 10 years of
his work service.
The Company is obliged to pay additional compensation for long length of service in the structures of the energy sector as
follows:
- 2 gross monthly salaries - if the employee worked at structural entities in the energy sector for more than 10 years;
- 3 gross monthly salaries if the employee worked at structural entities in the energy sector for more than 20 years.
- 4 gross monthly salaries if the employee worked at structural entities in the energy sector for more than 25 years.
The retirement benefit plan is not funded. Liabilities, related to retirement (post-employment) benefits, presented in the
Statement of Financial Position, comprise the present value of the obligation, payable in respect of these benefits at the
end of the reporting period.
The Management estimates the liabilities in respect of employee benefits, under defined benefit plans, on an annual basis
and with the assistance of independent actuaries. The estimates of post-employment (retirement) benefit obligations are
based on standard rates of inflation, trends in the medical treatment charges and in the mortality of the population. Future
salary increases are also taken into account. Discount factors are determined close to each year-end, by reference to yields
on long-term government bonds.
Actuarial gains or losses are recognised in other comprehensive income.
Interest expenses in relation to retirement obligations are presented in the Statement of Profit or Loss and Other
Comprehensive Income, under "Finance costs
Employee benefit expenses .
A provision is recognised when the Company has a present obligation (legal or constructive) as a result of past events,
when it is probable that an outflow of resources will be required to settle the obligation and when the liability can be
estimated reliably. It is a liability of uncertain timing or amount. Provisions for restructuring are recognized only if a
detailed restructuring plan has been developed, or the Management has disclosed its main milestones to those who may be
affected by it. Provisions for future operating losses are not recognized.
The amount recognised as a provision should be the best estimate of the expenditure required to settle the present
obligation at the balance sheet date, taking into account the risks and uncertainties associated with the underlying events.
Where there is a number of similar obligations, the outflow to settle the obligation is estimated by considering the class of
obligations as a whole. If the effect of the time value of money is material, provisions are discounted.
If some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the
reimbursement is recognised as a separate asset. The asset may not exceed the amount of the provision.
Provisions are reviewed by the end of each reporting period and adjusted to reflect the best estimate.
Where it is unlikely to have an outflow of economic resources due to a current liability, liability is not recognised.
Contingent liabilities are measured subsequently at the higher of the above comparable provision and the initially
recognised amount reduced by the accumulated amortization.
Inflows of economic benefits not meeting yet the criteria for asset recognition are presented as contingent assets. They are
disclosed as part of the contingent liabilities of the Company in Note 38.
As at the date of the Financial Statements, provisions for environmental protection are recognised. Such provisions relate
to expenditures, which the Company is legally obliged to incur and relate to the disposal of fluorescent and other
mercury-containing lamps, disposal and recycling of batteries, disposal, recycling and replacement of condensing
batteries, containing PCBs, with new ones, and utilization of bleaching soil, used at the oil regeneration facility

27

For the year ending 31 December 2021

Sales to final suppliers and electricity distribution companies
Revenue from sales on the non-regulated market and from exports
Sales of balancing electricity
Sales by last resort supplier to medium and high voltage customers
Revenue electric energy Art. 73 para 1 p. 1 of Rules for trade in electricity
Revenue from sales of reserve and system services
Revenue from water supply service
Adjustment of revenue from add-on to transmission price for green energy
Adjustment of revenue from add-on to transmission price for high-efficiency
cogeneration
Adjustment of revenue from transmission for non-recoverable costs
Revenue from service special balancing group coordinator

1,212,630
985,972
149,580
32,042
913

1,273,425
176,319
52,235
5,688
1,244

40,959
8,711
(514)

19,501
5,669
-

(177)

-

(157)
36

36

In 2021, adjustments were made to revenues from the transmission surcharge for green energy in the amount of BGN 514
thousand, revenues from the transmission surcharge for HECHP in the amount of BGN 177 thousand, revenues from
transmission for non-recoverable costs in the amount of BGN 157 thousand in relation to legal disputes reported in
previous periods, based on legal disputes decisions that became final during the period.

Other operating revenue comprises revenue from contracts with customers that are not related to the
activity and are incidental, including revenue and income measured under different standards.

70
1,008
950
2,215

130
825
607
384

1,410
754
1,097
13
131
18
65
107
9,885

784
590
1,606
16
116
13
547
110
796

Other revenue for 2021 mainly includes revenue relating to interest on late payments and legal costs in court cases
amounting to BGN 9,688 thousand.
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Acquired
Transfers by group and in
intangible assets
Written-off

Acquired
Transfers by group and in
intangible assets
Written-off
Revaluation reported through other
comprehensive income
Depreciation written off as a result
of revaluation
Revaluation reported through profit
or loss

-

-

-

-

76,969

76,969

1,613

11,880

16

102

(13,927)

(316)

(53)

(3,391)

(102)

(363)

(1,410)

(5,319)

-

-

-

-

81,348

81,348

453

10,298

90

39

(10,952)

(72)

(377)

(162)

(6)

(283)

(729)

(1,557)

12,038

69,236

122

-

-

81,396

(9,646)

(120,573)

(705)

-

-

(130,924)

(214)

15

-

-

-

(199)

Depreciation accrued for the year
Written-off

3,327
(3)

52,170
(3,383)

546
(102)

173
(362)

-

(3,850)

Depreciation accrued for the year
Written-off
Depreciation written off from expost evaluation 31.12.2021,
reported through other
comprehensive income

3,352
(11)

52,084
(162)

425
(6)

177
(283)

-

56,038
(462)

(9,646)

(120,573)

(705)

-

-

(130,924)

Pursuant to the accounting policy, property, plant and equipment are revalued every three years or in shorter intervals.
Pursuant to the requirements of IAS 16 and IFRS 13, fair value measurements were made as at 31 December 2021. The
revaluation was based on their fair values and conducted by external certified valuers.
A revaluation of BGN81,398 thousand has been recognized in other comprehensive income, net of tax. An impairment
loss of BGN 199 thousand has been recognized in the income statement under the line ’Expenses on valuation of property,
plant and equipment
Pursuant to I
ir Valu
, a fair value measurement of a non-financial asset takes into account its
highest and best use (i.e., the use of a non-financial asset by market participants that would maximise the value of the
asset or the group of assets and liabilities (e.g., a business) within which the asset would be used).
in the revaluation review are strictly related to the core activities of the Company and any alternative use of most of them
is not possible or difficult, that is to say that it is not likely that any other use by a market participant would maximize the
value of the asset, therefore it is assumed th
ities maximizes their value.
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Ordinary shares with a par value of 1 BGN each

1,063,766

1,063,766

As of 31 December 2021, the authorised capital of the Company amounts to BGN 1,063,766,192 (2020: BGN
1,063,766,192), split into 1,063,766,192 registered shares (2020: 1,063,766,192) with a par value of BGN 1 each. The
sole owner of the share capital is Bulgarian Energy Holding EAD. The sole owner of the capital of Bulgarian Energy
Holding EAD is the State and the Minister of Energy exercises the rights of the sole owner.
There is no change in the share capital of the Company in 2021.

On 1 January 2021
On 31 December 2021

1,063,766
1,063,766

1,063,766
1,063,766

Revaluation reserve of non-financial assets is formed by the difference between the carrying amount of property, plant
and equipment and their fair value as at the revaluation date and recognised previously in other comprehensive income.
The accumulated revaluation reserve at 31 December 2021 amounted to BGN 1,430,129 thousand (2020: BGN 1,357,425
thousand). The revaluation reserve is disclosed net of tax.
The defined benefit plans revaluation reserve is negative, in the amount of BGN 5,920 thousand at 31 December 2021,
and includes recognised revaluations of defined benefit plans (31 December 2020: the reserve was negative, BGN 5,609
thousand).

The other reserves of the Company comprise total reserves of BGN 68,511 thousand, with the negative reserve in 2021
covered by an allocation of the 2020 profit to reserves (total reserves at 31.12.2020: BGN 63,879 thousand and a negative
reserve of BGN 388 thousand).

This Note contains information on the contract terms and conditions of interest-bearing loans received by the Company. For
more information on interest and the currency exposure of the Company, see Note 37.

EIB

-

4,293

EIB

4,316

8,468
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The Company groups assets and liabilities carried at fair value, in three levels based on the significance of the inputs used
to determine the fair value of financial and non-financial assets and liabilities. The fair value hierarchy includes the
following levels:
- Level 1: market prices (unadjusted) of active markets for identical assets or liabilities;
- Level 2: input data different from market prices, included in level 1, which can be observed with regard to certain
assets or liabilities, either directly (i.e., as prices) or indirectly (i.e. based on the prices); and
- Level 3: input data with regard to certain assets or liabilities, which is not based on observed market data.
Certain assets or liabilities are ranked at the lowest level of significant input data used for determination of their fair
value.
The following table shows the levels of non-financial asset hierarchy as of 31 December, evaluated periodically at fair
value:
Level 3

Level 3

Property, plant and equipment measured at fair value
lant and equipment is determined on the basis of reports of independent
certified appraisers and Company experts (see Note 17 Property, plant and equipment).
Significant unobservable inputs are related with the adjustment of
ecific factors. The extent and
direction of this adjustment depend on the number and characteristics of the observable market transactions involving
similar property. Although these inputs are based on judgements, the management is of the opinion that the final
valuation would not be substantially affected by other possible assumptions.

The Board of Directors seeks to maintain a balance between the higher returns that might be possible at higher levels of
borrowings and the advantage and security afforded by a sound capital position. In 2021, the return on capital was
33.16% (2020: 3.74%).
Pursuant to the existing long-term loan agreements, the Company had to comply with the relevant capital requirements
and financial covenants (at the level of financial statements) as disclosed in Note 28.

Capital commitments
In connection with the Belene NPP project, on 29 November 2006, the Company signed an agreement for the
construction of Belene nuclear power plant with Atomstroyexport JSC as project contractor, and on 31 January 2005 with
WorleyParsons as project Architect Engineer.
On 29 March 2012, the Government of the Republic of Bulgaria made a decision to terminate the project for construction
of a nuclear power facility at the Belene site. Pursuant to its decision of 27 February 2013, the 41st National Assembly
supported the Govern
with the project for construction of a new nuclear power
plant at the Belene site and strongly recommended its final termination. Pursuant to a decision of the Board of Directors
of BEH EAD dated 3 October 2013, it was established that the contract with WorleyParsons should be considered
cancelled by operation of law due to impossibility of performance resulting from the termination of the project in 2012.
On 7 June 2018, the National Assembly decided to resume the efforts to seek possibilities of delivering the Belene
Nuclear Project jointly with a strategic investor, on a market-based approach and without government guarantees, by
separating all Belene-related assets and liabilities into a project company.
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of energy above the net specific production are purchased at the spill price of the Balancing Market, or pursuant to Art.
31(12), they can be traded on the free market. The off-take obligation is subject to power purchase agreements. The RES
Act as amended on 3 May 2011 provides for a contract term of 20 years - for the electrical energy produced from
geothermal and solar sources and biomass, 12 years for electric energy produced from wind energy, and 15 years for
electrical energy produced by hydropower plants with an installed capacity of up to 10 MW, as well as for electrical
energy generated from other types of renewable energy sources. The terms of purchase obligation start to run as of the
plant commissioning date, and for projects commissioned after 31 December 2015, the terms shall be respectively
reduced by the time from this date until the date of commissioning of the energy facility.
With the entry into force of the price decision of the EWRC for the regulatory period 2020 - 2021 from 1 July 2020 the
obligations of NEK EAD for the purchase of electricity have been reduced and the company purchases electricity only
from renewable energy plants with an installed capacity below 1 MW. From 01.07.2021 with the entry into force of the
last price decision of the EWRC, the company now purchases electricity from RES only with installed capacity below
500 kW
Pursuant to the provision of § 34 (8) of the Transitional and Final Provisions of the Act amending and supplementing the
Energy Act (SG issue 41 of 2019, in force from 21.05.2019) the contracts of the Company with RES-based power
producers of 1 MW to 4 MW total installed capacity are considered terminated as from the date of effectiveness of the
premium-based compensation agreements with the Electricity System Security Fund.
At 31 December 2021, the Company has no newly signed long-term power purchase agreements.

Energy Financing Team AD (EFT) brought two claims for the total principal amount of about BGN 3,122 thousand and
late-payment interest. The claims are for payment of receivables transferred to EFT by WorleyParsons Nuclear Services
JSC under invoices issued for consultancy services.
The claims (BGN 59 thousand as principal amount) in one of the cases were denied by the court of first instance, and EFT
appealed against its decision; Sofia court of appeals annulled the SCC decision and granted the EFT claims; NEK EAD
challenged the decision before the Supreme Court of Cassation. The Supreme Court of Cassation overturned the decision
of the Sofia Court of Appeals and referred the case back to the SCoA for a new hearing. The decision of the SCoA is
pending.
In the second case where the claim is for BGN 3 063 thousand, of which BGN 2 347 thousand as principal and BGN
716 thousand as late-payment interest, the SCC decision of 13 March 2020 granted the claims. The decision was upheld
by the Sofia Court of Appeals, and NEK EAD filed a cassation appeal before the SCC. In view of the security deposited
by NEK EAD to the account of SCC, the execution of the appeal judgment is suspended. The SCC is expected to rule on
the admissibility of the cassation appeal.
Mechel Carbon AG brought a claim for the total principal amount of BGN 21,4 thousand and penalty interests. The
claims are for payment of principal amounts for delivered electricity from Russe DH EAD and paid by NEK EAD to
Russe DH EAD as pledgor and not to the depository designated by Mechel Carbon AG as pledgee after receipt of
enforcement notice pursuant to the Act on registered pledges, including interest and charges.
The Sofia City Court granted the claims made by Mechel Carbon AG. NEK EAD has filed an appeal against the
judgment before the Sofia Court of Appeal.

Polimery AD (n) brought an action before the SCC against NEK EAD and ESO EAD jointly and severally claiming
payment of compensation for unjust enrichment in the amount of BGN 8, 307 thousand from the use of their own 110 kV
switchgear for the period from December 2011 to June 2017. The SCC dismissed the claims. Polimery AD (n) has filed
an appeal to the Sofia Court of Appeals, and so far, there has been no decision of the second instance.
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Under common control of the Bulgarian State
918,861

155,155

102,373
4,221
89
-

129,964
5,832
62
5

785
7,670
6,266
-

92
5,202
3,152
11

el. energy
interest by agreement
Other

161,588
-

162,049
32
1

electrical energy Dams and Cascades
el. energy
other
electrical energy Dams and Cascades

419,037
2
8

416,477
2
7

Available capacity
Electrical energy
ancillary services
fund 5% contribution
carbon emissions
penalties
compensation in a litigation

245,896
219,107
5,647
56,059
694,944
19,558

244,516
181,641
5,391
33,180
258,935
198
-

-

1

el. energy
el. energy
el. energy

Interest loans
amortisation finance costs on loans
Services
Other deliveries
transmission
access
Balancing energy
Other services

Supplementary pension insurance
service
Under common control of the Bulgarian State

exchange market fees
el. energy
training and qualification

The Company is in a related party relationship with directors and employees charged with control functions.
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