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Energonuclear S.A.
2019 Notes of Financial Statements
(All amounts are expressed in RON, unless otherwise stated)

1. Reporting Entity

EnergoNuclear S.A. was incorporated on 25 March 2009 (“date of incorporation™) as a joint stock
company established under the laws of Romania. S.C. EnergoNuclear S.A.’s scope is to be a project
company lor developing, building and operating Units 3 and 4 of the nuclear power plant situated in
Cernavoda. The activity of S.C. EnergoNuclear S.A. (“the Company”) in the current stage consists
of engineering activities and related consultancy services dedicated to its scope. After the
commissioning of the Units 3&4, the Company will operate the two units, with the purpose of
obtaining benefits and revenues from the electricity produced.

The address ol its registered office is Vasile Lascar Street; no 5-7 floor, no 3, sector 2, Bucharest.

The average number of employees in 2019 was 6, and of 31.12.2019 was 8. The General Manager
(CEQ) is appointed by the Board of Directors under a mandate contract.

Incorporation of the Company

In accordance with Government Decision (“GD”) no. 1565 regarding the approval of the
negotiation agreement of terms for set up of the company which will build the nuclear units 3 and 4
at CNE Cernavoda issued on 25 November 2008 by the Government of Romania, the Company was
set up with the purpose of developing, building, commissioning and exploiting the units. Investor’s
agreement and the incorporation act are addendums to the GD; however, the initial investors
withdrawn in January 2014 from the project, and the Romanian sharcholder announced a new
strategy to attract other investors.

Status of the Project

The Romanian Prime Minister approved in Nov. 2012 the ,,Memorandum regarding the necessary
steps for continuing the achicvement of the Units 3 and 4 CNE Cernavoda project”. This document
established extending the validity of the existing Investment Agreement beyond Jan. 2013, in order
to allow the then sharcholders Nuclearclectrica, ENEL and Arcelor Mittal Galati to find a strategy
for continuing the project and attracting new partners. The Memorandum also provided that in case
of failure of the renegotiation of the Investment Agreement, Nuclearelectrica (as the Romanian state
owned partner of the project) might redeem the shares held by the other two shareholders and
continues (o seek other partners for the project.

On Nov. 27, 2013 a Letter ol Intent regarding the CNE Cernavoda Units 3 and 4 Project was signed
in the presence of the Prime Ministers of the Republic of China and Romania by the nominated
representatives ol the China General Nuclear Power Corporation (CGN) and the National Society
Nuclearelectrica (SNN) SA, with the support of the Energy Department (ED) within the Romanian
Government.
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The Letter of Intent aims (o the cooperation of the parties for possible involvement in the Project of
CGN as shareholder of EnergoNuclear SA and had a validity of de 180 days from the date of
signing. On April 25, 2014 the Letter of Intent was prolonged till the end of 2014. Since 2014, the
parties negotiate a partnership.

Continuance of the Company

Following the declaration of China General Nuclear Power Corporation (CGN) as an investor in
the project for the construction of Units 3 and 4 Cernavoda, on 09/11/2015, SN Nuclearelectrica
and CGN signed the Memorandum of Understanding on the development, construction, operation
and decommissioning of Units 3 and 4 of Cernavoda NPP. During 2015-2016 and through the date
of this report the parts carried a negotiation process ol the Investors Agreement and the Articles of
Incorporation ol a new company that will take over the project, the proposals being that the new
company would absorb EnergoNuclear.

2. Basis of Preparation
4) Statement of compliance

The accompanying financial statements are prepared in accordance with International Financial
Reporting  Standards  (“IFRS™) approved by the International Accounting Standards Board
(“IASB™).

) Basis of measurement

The financial statements have been prepared under the historical cost basis. The attached financial
statements are presented in Romanian RON (“LEI” or “RON™), rounded to the nearest RON, These
are neither the statutory accounts of the Company, nor the financial statements intended for
statutory preparation purposes.

¢) Functional currency and foreign currency transactions

Bascd on the primary economic environment in which the Company operales and taking into
account other factors as described in IAS 21 “The effects of changes in foreign exchange rates”, the
functional currency of the Company was determined (o be - Romanian Leu (“RON™).

Transactions in foreign currencies are translated to RON by applying the exchange rates prevailing
on the date of transaction. Monetary assets and liabilities denominated in foreign currencies at year-
end are translated to RON at the exchange rates prevailing on that date. Exchange gains and losses,
realized or unrealized, are included in the income statement for that year. The exchange rates of the
currencies (0 which the company is mainly exposed were at 31 December 2017, and the average
rate for the year then ended, are as follows:
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Currency 31 December Average rate for
2019 2019
| EUR 4,7793 4.7509
I USD 4,2608 4.2444

) Use of estimates and judgments

The preparation of financial satements in accordance with [FRS requires management to
make judgments, estimates and assumptions that affect the application of accounting
policies and reported amounts of assets and liabilities, income and expenses. The
estimates and associated assumptions are based on histOlical experience and various others
factors that are considered to be reasonable under these assumptions. The results of these
estimates form the basis of making the judgments about carrying values ol asscts and
liabilitics that are not readily apparent from other sources. Actual results may dilfer from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognized in the period in which the estimate is revised il the
revision affects only that period or in the period of the revision and future periods if the

revision alfects both current, as well as [uture periods.

Information about assumptions that have a signilicant risk of resulting in a malerial
adjustment within the next financial years is included in Note 1 (key assumptions relating to

the continuance of the project).
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3. Significant Accounting Policies
a) Property, plant and equipment

Property, plant and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses. Cost includes expenditure that is directly attributable to the acquisition and
construction of the assel.

Up to the commissioning date of the nuclear power units 3 and 4, the costs related to the
pre-construction phase of the project and which are incurred for the purpose of constructing Units 3
& 4 (for example: costs related (o site preparation, legal consultancy related (o sclting-up Investor
Agreements or developing construction of units 3 & 4, technical and environmental studies, costs
for obtaining of licenses and authorizations, etc) are capitalized as investment in progress. Also the
Company includes in the value of the assets in progress as self-constructed assets, the costs with
own personnel for the part of their work that is related and attributable to the construction of units 3
and 4 (looking-up for investment partners, raising capital, site preparation, obtaining licenses and
authorizations ctc). Based on the GD no.1565/2008 and the initial Investors Agreement provisions,
the assets related to the pre-project stage works and on which the Company performs site
preparation works and other necessary pre-construction works, are 10 be received from SN
NuclearElectrica as contribution in Kind at a later stage in the project.

The cost of self-constructed assets includes the following:
e The cost of materials and direct labor;
e Any other costs directly attributable to bringing the assets (0 a working condition for their
intended use.
Subsequent expenditure is capitalized only when it is probable that the future economic benefits

associated with the expenditure will flow to the Company. Ongoing repairs and maintenance is
expensed as incurred.

Depreciation is calculated on the amounts of property, plant and equipment on a straight-line down
to the assets” estimated residual values.

The estimated useful lives for current and comparative years of significant items of property, plant
and cquipment are as follow:

PPE Useful life (yvears)

Vehicles

Equipments 2-5
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b) Intangible assets

Other intangible assets that arc acquired by the Company and have finite uscflul lives are measured
at cost less accumulated amortization and accumulated impairment loss. Amortization is based on
the cost of an asset less its residual value. The amortization is recognized in the profit or loss on a
straight-line basis over the estimated useful life of the intangible costs, from the date that they are
available for use.

Intangible assets consist of customized soltware, which is amortized on a straight-line basis over 3
years.

¢) Cash and cash equivalents

Cash and cash equivalents comprise cash balances, current accounts and call deposits with original
maturitics of three months or less. Cash and cash equivalents are carried in the statement of
financial position at cost. For the purposes of the statement of cash flows, cash and cash equivalents
comprise cash on hand, cash held at call with banks, other short-term highly liquid investments with
original maturities of three months or less.

d) Impairment of non financial assets

The carrying amounts of the Company’s non-financial assets, other than inventories, are reviewed
at cach reporting date o determine whether there is any indication of impairment. If any such
indication exists. then the asset’s recoverable amount is estimated. An impairment loss is
recognized if the carrying amount ol an asset or cash-generating unit (CGU) exceeds its recoverable
amount.

The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less
costs (o sell. In assessing value in use, the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks specific to the asset or CGU. For the purpose of impairment testing, asscts
are grouped together into the smallest group of assets that generates cash inflows from continuing
use that are largely independent of the cash inflows ol other assels or CGUs.

Impairment losses are recognized in profit and loss. Impairment losses recognized in respect of
CGUs are allocated first to reduce the carrying amount of any goodwill allocated to the CGU
(group of CGUSs), and then to reduce the carrying amounts of the other assets in the CGU (group of
CGUs) on a pro rala basis.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment 10ss 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 amortization, if no impairment loss had
been recognized.
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¢) Trade and other payables

Trade payables are recognized initially at fair value and subscquently measured at amortized cost
using the effective interest method.

f) Financial instruments

Non-derivative financial assets

The Company initially recognizes loans and receivables on the date that they are originated. All
other financial assets are recognized initially on the trade date, which is the date that the Company
becomes a party 1o the contractual provisions of the instrument.

The Company derecognizes a financial asset when the contractual rights to the cash flows from the
asscl expire, or il transfers the rights to receive the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of the asset are transferred. Any interest in such
transferred financial assets that is created or retained by the Company is recognized as a separale
asset or liability.

Financial assets and liabilities are offset and the net amount presented in the statement of financial
position when, and only when, the Company has a legal right to offset the amount and intends
cither to seltle on a net basis or to realize the asset and settle the liability simultancously. The
Company’s non-derivative financial assets are mainly represented by receivables and cash and cash
cquivalents,

Non-derivative financial liabilities

The Company initially recognizes debts securities issued and subordinated liabilities on the date
that they are originated. All other financial liabilities (including liabilities designated as at fair value
through profit or loss) are recognized initially on the trade dale, which is the date that the Company
becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are discharged,
cancelled or expire.

The Company classifies non-derivative financial liabilities into the other financial liabilitics
category. Such financial liabilities are recognized initially at the fair value less any directly
altributable transaction costs. Subsequent to initial recognition, these financial liabilitics arc
measured at amortized cost using effective interest method. Other financial liabilities comprise
mainly trade and other payables.
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g) Share capital

The company recognizes the changes in share capital in accordance with the legislation in force and
based on their recording in the Sharcholder’s Register.

h) Income tax

[ncome tax expense comprises current and deferred tax. Current tax and deferred tax is recognized
in profit or loss except to the extent that it relates to a business combination, or items recognized
directly in equity or in other comprehensive income.

Current tax and 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 recognized in respect of temporary dilferences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for taxation purpose.
Deferred tax is not recognized for:
e temporary differences on 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;
e (cmporary dilferences related to investments in subsidiaries and jointly controlled entities to
the extent that it is probable that they will not reverse to the foresecable [uture; and
e taxable temporary differences arising on the initial recognition of goodwill.
Delerred 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 tight to offset current
tax liabilities and assets, and they relate to income taxes levied by the same tax authority on the
same laxable entity, or on different tax entities, but they intend to seltle current tax liabilitics and
assets on a net basis or their tax assets and liabilities will be realized simultaneously.

A deferred lax assel is recognized 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 used. Deferred tax assets are reviewed at cach reporting date and are reduced to
the extent that it is no longer probable that the related tax benefit will be realized.
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i) Employee benefits

Short-term employee benefits

Short term employee benefit obligations are measured on an undiscounted basis and are capitalized
as the related service is provided. A provision is recognized for the amount expected to be paid
under short-term cash bonus or profit sharing plans il the Company has a present legal or
constructive obligation to pay this amount as a result of past service provided by the employee and
the obligation can be cstimated reliably. The short term employee benefits are represented mainly
by salaries.

1) Revenue

Revenue from sales of goods in the course of ordinary activities is measured at the fair value of the
consideration received or receivable, net of returns, trade discounts and volume rebates. Revenue is
recognized when significant risks and rewards of ownership have been transferred to the customer,
recovery of consideration probable, the associated costs and possible return of goods can be
estimated reliably, there is no continuing management involvement with the goods, and the amount
of revenue can be measured reliably, then the discount is recognized as a reduction of revenue as
the sales are recognized.

Revenue from rendering of services is recognized in the profit or loss in proportion to the stage of
competition of the transaction at the reporting date. The stage of competition is assessed with
reference to surveys of work performed.

k) Finance income and finance costs

Finance income comprises interest income on funds invested and foreign currency gains on
financial instruments. Inlerest income is recognized as it accrues in profit and loss account, using
the effective interest method. Finance costs comprise interest expense and foreign currency losses
on financial instruments. Forcign currency gains and losses arising [rom operating activities are
reported on a net basis as operating expenses/ income.

1) Subsequent events

The accompanying financial statements reflect events subscquent Lo year end tha provide
additional information about the Company’s position at the balance sheet date or those that
indicate the going concern assumplion is not appropriate (adjusting events). Events subscquent
to year end that are not adjusting events are disclosed in the notes when they are considered (o be
material.
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m) Provisions

A provision is recognized if, as a result of a past event, the Company 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 pre-tax rate that reflects current markel assessments
of the time value of money and the risks specific to the liability. The unwinding of the discount is
recognized as finance cosl.

n) Contingencies
Contingent liabilitics arc not recognized in the accompanying flinancial statements. They arc
disclosed only when the possibility of an outflow of resources embodying economic benefits is

possible, but not probable.

A contingent asset is not recognized in the accompanying (inancial statements, but disclosed when
an inflow of economic benefits is probable.
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4. Property, plant and equipment and intangible assets

The movements of property, plant and equipment and their related accumulated depreciation for

2018 and 2019 are as follows:

Cost

Balance at 01-Jan-18
Additions

Disposals

Balance at 31-Dec-18
Additions

Disposals

Balance at 31-Dec-19

Accumulated
depreciation

Balance at 01-Jan-18
Depreciation for the year
Disposal

Balance at 31-Dec-18
Depreciation for the year
Disposal

Balance at 31-Dec-19

Carrying amounts

At 1 January 2018
At 31 December 2018
At 31 December 2019

Vehicles
and Investment
Total Intagible equipments in progress Total PPE

304.078 511,135 150.292.074 150.803.209
= - 1.746.026 1.746.026
304.078 511,135 152.038.100 152.549.235
1.5662.665 1.5662.665
304.078 511,135 153.600.765 154.111.900
304.078 507.412 507.412
- 554 - 554
304.078 507.966 507.966
- 5583 - 553
304.078 508.519 - 508.519
0 3.723 150.292.074 150.295.797

0 3.169 152.038.100 152.041.269
0 2.616 153.600.765 153.603.381
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The 2019 additions in assets in progress consisted mainly of work of own personnel.

At the end of 2011 according to Decision n0.97/2011 of the Romanian Court of Accounts all
Company’s expenses for the period 2009 to 2010 were included in investment in progress through
retained earnings of the years 2009 and 2010. Since 2011 the Company maintained the same
capitalization policy in order (o be in line with the Decision no.97/2011.

During 2019 the Company capitalized dircetly as investment in progress all items related to the
project (including salaries paid to personnel directly involved and depreciation charges of fixed
asscts used for the project).
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5. Other receivables

As of 31 December 2019 and 31 December 2018 other receivables consist of the following:

Vat rec VAT receivable
Other Rec State Other state budget receivable
Other REC Other receivable

Various borrowers
Employee downpayment

Total

6. Cash and cash equivalents

31 December

31 December

2019 2018
59.168 18.159
14.913 132.623

552 562
- 1.079
74.633 152.413

Cash and cash cquivalents as of 31 December 2019 and 31 December 2018 consist of the

following:
31 December 31 December
2019 2018
Cash and bank in foreign currency 22.453 21.638
Cash and bank in RON 333.775 761.338
Total ‘ 356.223 782.976
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7. Share capital

As at 31 December 2019 the share capital of 146,152,998,73 RON is consisting of 37.105.029
shares with a nominal value of 3,9389 RON/ share. The share capital was not modified during the
financial year 2019; following the withdrawal of the two initial co-investors in 2014, S.N.

Nuclearelectrica S.A. holds 100% of the share capital.

Investor 31-Dec-18 % Share 31-Dec-19 %
__Change
SN Nuclearelectrica SA 37.105.029 100% - 37.105.029 100%
ENEL Investments Holding SV - 0% - 0%
Arcelormittal Galati SA - 0% 0%
Total ) 37.105.029 100% - 37.105.029 100%
As of 31 December 2018 and 2019, the equity capital structure is as fallows
(RON):
Investor 31-Dec-18 % Share 31-Dec-19 %
] change ,
SN Nuclearelectrica SA 146.152.998,73 100% - 146.152.998,73 100%
ENEL Investments Holding SV - 0% - 0%
Arcelormittal Galati SA 0% 0%
Total 146.152.998,73 100% - 146.152.998,73 100%
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8. Trade and other payables
As of 31 December 2019 and 2018, trade and other payables consist of the following:

The Company’s exposure to currency and liquidity risk related to trade and other payables is
disclosed in Note 16.

31 December 31 December
2019 2018

Current
Trade Payables 41.417 116.112
Fixed assets
suppliers 80.952 52.237
Payables to
employees 13.980 9.886
Payables to state 26.450 23.526
Dividend payables - ¢
Loan received from 3.500.000 2.500.000
the shareholders
Loan interest 129.787 35.503
Total 3.792.586 2.737.264

9. Other income

The other income for 2019 and 2018 is as follow;

2019 2018
Penalties - .
Other income (rent,
utilities, ERASMUS) 1.818 -

Total ~ 1.818 -
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10. Work performed by the entity and capitalized

The following expense calegories were nol charged against the P&L by the Company during 2019

and 2018 (such categories were capitalized as work in progress):

2018 2017
Employee benefits expenses 0 0
Depreciation and amortization expenses 0 8 0
Work performed and capitalized 0 - 0

All items capitalized as work in progress are presented in Note 4.
11. Income tax expenses
Income tax expense for 2019 and 2018 consists of the following:

2019 2018

Income tax expenses - &

Total - | -

The reconciliation of income tax expense for 2019 and 2018 is presented in the table below:

2019 2018
Profit before tax 2.778 112
Less: non taxable income - ~
Add: non deductible
expenses - -
Legal reserve -139 6
Taxable result 2639 127

Income tax (16%) 422 15
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12. Related parties

The balances and transactions with related parties for 2019 and 2018 arc as follows:

Dividend Payables 31 December 2019 31 December 2018

SN Nuclearelectrica SA - -

Total - g

Trade Payables 31 December 2019 31 December 2018

SN Nuclearelectrica SA - -

Total “ - -

Dividends paid 2019 2018
SN Nuclearelectrica SA 95 -
Total 95 -
Acquisitions - 2019 B 2018

SN Nuclearelectrica SA - -

Total 7 & -

The 2019acquisitions are represented mainly by rent paid to SN Nuclearelectrica for facilities on
the site of the project.

13. Fiscal environment

The legal and fiscal environment in Romania and its implementation into practice changes
regularly and is subject to different interpretations by various control authorities; income tax
returns are subject o revision and correction by tax authorities for a period generally of five years
subsequent to their being filled in.
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Management belicves that it has adequately provided for tax liabilitics in the accompanying
financial statements; however, the risk remains that tax authorities could take differing positions
with regards (o the interpretation of these issues. Their impact cannot be cstimated at this time.

14. Commitments and contingencies
(i) Litigations

As of the date of this report, EnergoNuclear in the dispute that challenged three of the measures
taken by Decision No 97/2011 the Court (the Bucharest Tribunal - the Litigation Section IX, for
administrative and fiscal) decided that Romanian Court of accounts wasn’t entitled by the low to
perform the control to EnergoNuclear.

Litigations with former and current employees of EnergoNuclear are still suspended. The object of
litigations with employees is related to bonuses for paid during in 2009-2010. This litigation has
been suspended until the final and irrevocable file with the Court nr.14951 / 3/2012 (above
mentioned).

Regarding these litigations, no provisions were made.

(i1) Operaling environment

Although Romania is a member of the European Union starting with 1 January 2007, the Romanian
cconomy has the characteristics of an emergent market, such as a high current account deficit, a
financial market relatively undeveloped. Variances of the exchange rates stabilized during last
years,

The financial statements do not include any adjustments related to the recoverability and
classification of asset carrying amounts or related to the classification of liabilities that might result
in casc the company is unable to continue as a going concern, as the going concern principle is
applied.

The management considers that the going concern assumption used in the preparation of the
accompanying financial stalements is appropriale (sce note 1).


















