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Elenia Verkko Oyj Group, Report of the Board of Directors 2020

Elenia Verkko Oyj Group’s Business Operations

Elenia Verkko Oyj Group (“Elenia or Elenia Verkko Oyj”) formed on when group structure of upper
Elenia Oy Group changed significantly in 2020. On 31 December 2020, Elenia Verkko Oyj Group
consisted of Elenia Verkko Oyj (the parent company) and its fully-owned subsidiary Elenia
Innovations Oy. Elenia Innovations Oy was established during 2020 and had no business. Elenia
Verkko Qyj is a fully-owned subsidiary of Elenia Oy.

In 2019, the former Elenia Oy was Elenia Oy Group’s parent company. The former Elenia Oy
previously owned a district heating company (Elenia Lampd Oy), which was divested to a consortium
of infrastructure investors in July 2019. On 2 January 2020, Elenia Oy sold its shares in the wholly-
owned subsidiary Elenia Palvelut Oy (the current Elenia Oy) to Elenia Investments S.a r.l.,, a new
company established in 2019. Subsequently, on 2 January 2020, share transfers were carried out
between the Elenia Group companies with the outcome that, effective from 2 January 2020, Elenia
Group’s operational parent company has been Elenia Oy (then named Elenia Palvelut Oy) and
Elenia Verkko Oyj subgroup was formed. In July, a series of mergers were carried out to merge the
former Elenia Oy, Elenia Finance Oyj, Elenia Holdings S.a r.I. and Lakeside Network Investments
Holding B.V. into Elenia Network QOyj.

Business Review and financial Performance

Elenia Verkko Oyj is Finland’s second-largest electricity distribution system operator (DSO) with a
12% market share in terms of total number of customers. The company has a regional monopoly
position and it serves all customers in the geographical areas defined in the licence granted by the
Energy Authority. The licence holder has the exclusive right to build and operate an electricity
distribution network in its geographical area of responsibility.

With an electricity network of approximately 75,500 kilometres, Elenia Verkko Oyj supplies electricity
to approximately 432,000 end users. In addition to residential customers, key customer segments
include industrial, agriculture, service, construction and public sectors. The company has operations
in more than 100 cities and municipalities spanning a geographical area of nearly 600 km in length
across central Finland, from Southern Hdme to Northern Ostrobothnia.

During the financial year, Elenia’s network business distributed 6,032 GWh of electricity, compared
to 6,362 GWh in the previous year. The decrease of 5.2% is mainly attributable to the exceptionally
warm start to the year.

The revenue of Elenia Verkko Oyj Group amounted to EUR 299.6 million. Revenue growth was
slowed by the exceptionally warm start to the year, which was reflected in lower distribution volumes.



The impact of COVID-19 cannot be reliably determined, although the best estimate is that its effect
is less than one per cent of revenue. The exceptionally warm weather in the early part of the year
had a much more significant impact.

The EBITDA of Elenia Verkko Oyj Group was EUR 196.0 million.

Profitability was negatively affected by several storms in 2020. The costs of Class 2—4 storms came
to EUR 9.7 million (2019: EUR 12.4 million), consisting mainly of fault repair costs (EUR 5.8 million),
mandatory compensations (EUR 3.3 million) and the voluntary outage compensation paid by Elenia
(EUR 0.6 million).

There was an exceptionally large number of significant storm days in 2020 and Elenia prepared for
storms a total of 12 times during the year. In early June, storm Suvi and the weather phenomenon
named Otus by the Finnish Meteorological Institute caused power outages which, at one point, left
more than 15,000 customer without electricity. The connections were restored within 48 hours. In
September, storm Aila caused widespread damage in Elenia’s network area. According to the
Finnish Meteorological Institute, Aila was the third-most intense storm of the millennium after Janika
(2001) and Tapani (2011). At its worst, nearly 34,000 customers were without electricity and restoring
the connections took just over two days. In early November, nearly 13,000 customers were without
electricity at one point during storm Topi. The connections were restored within 30 hours. Later in
November, storm Liisa left more than 25,000 customers without electricity at its worst. The

connections were restored within 70 hours.

SAIDI (System Average Interruption Duration Index), a measure of the duration of outages, was 217
minutes during the year (254 minutes in 2019). SAIDI excluding the impact of Class 3 and 4 storms
was 70 minutes (87 minutes in 2019). The SAIDI figures show the positive underlying trend in
outages driven by the increased underground cabling, but also the need to continue to improve
security of supply in the coming years by replacing old overhead lines at the end of their useful life
with new underground cables.

Elenia Verkko Oyj continued to invest in the electricity network in accordance with its network
development plan during the financial year. The investment plan of Elenia’s network business is
designed to improve the security of supply through underground cabling. Since 2009, Elenia has
built only weatherproof distribution networks. At the end of the year, 54.4% of Elenia’s network was
underground, compared to 49.6% at the end of 2019.



The Electricity Market Act states that 100% of customers must be within the scope of the quality
requirements by the end of 2028". Elenia Verkko Oyj intends to achieve this target by increasing the
underground cabling rate to 75% by the end of 2028. At the end of the year, 73% of the customers
of Elenia’s network business were within the scope of the quality requirements stipulated by the
Electricity Market Act. The corresponding figure at the end of 2019 was 68%. While the main focus
in the development of the security of supply is on underground cabling, Elenia is also exploring other
means to improve the security of supply. During the past few years, Elenia has, for example,
developed an efficient model for tree clearance outside line corridors, and in 2020, a battery pack
was successfully deployed in the Kuru area to provide electricity to local households in case of an
outage.

Elenia invested EUR 165.0 million in developing electricity networks during the financial year. In
2019, the corresponding investments were EUR 152.7 million. Investments in the electricity network
will continue in 2021, with Elenia set to invest approximately EUR 160 million in constructing more
than 3,000 kilometres of underground cables.

Elenia Verkko Oyj continued to further develop its asset management system according to the PAS
55-1:2008 standard and the international standard ISO 55001:2014. The requirements of both PAS
55 and ISO 55001 guide the construction, operation, maintenance and repairs of Elenia’s electricity
network. This ensures that the company will continue to operate, maintain and upgrade its electricity
network in order to respond to its customers’ needs. The standards also require that the suppliers
and service providers commit to responsible, high-quality operations. The asset management
system of Elenia’s network business was recertified in November 2019 and, due to COVID-19,
Lloyd’s Register conducted the first part of the 2020 audit virtually in spring 2020, with the second
part set to take place in late spring 2021.

The Energy Authority oversees the operations of Finnish distribution system operators. The
regulation is based on four-year regulatory periods. The past year was the first year of the fifth
regulatory period (2020-2023). The reasonable rate of return declined from 6.20% in 2019 to 5.73%
in 2020 due to a change in the risk-free rate. For 2021, the Energy Authority has confirmed that the
reasonable rate of return is 5.35%.

At the end of 2020, the Energy Authority issued a regulatory decision concerning the fourth
regulatory period (2016—2019). In connection with issuing the decision, the Energy Authority
published selected key indicators for all Finnish DSOs for 2019, including the Regulatory Asset Base
(RAB) and the annual deficit/surplus. Elenia Network Oyj’'s RAB was EUR 1,793.3 million and its

! Pursuant to the Electricity Market Act, by the end of 2028, all customers (100%) must be connected to a secure
network where outages cannot last more than 6 hours in zoned areas and not more than 36 hours in other areas. By
the end of 2019, 50% customers must be connected to a secure network, 75% by the end of 2023 and 100% by the
end of 2028. The Finnish Government is preparing amendments to the Electricity Market Act that, if enacted, would
extend the transition period until the end of 2036.



deficit was EUR 24.0 million. The cumulative regulatory deficit, which takes into account the surplus
transferred over from the third regulatory period, amounted to EUR 75.6 million at the end of 2019.

Financing

Elenia Group’s financing activities are centralised into Elenia Verkko Oyj. Prior to the corporate

reorganisation, financing activities were centralised into Elenia Finance Oyj.

In February 2000, Elenia Finance Oyj issued EUR 500 million secured bonds with a maturity of seven
years. The bonds carry a coupon rate of 0.375%, which is the lowest in Elenia’s history. The new
bond issue increased the weighted average maturity of Elenia’s liabilities and reduced interest
expenses. The funds were used for the Group’s general business purposes, including approximately
EUR 89 million for the repayment of the remaining portion of a EUR 500 million bond that matured
in December 2020 as well as the repayment of drawdowns under the Group’s existing credit facilities.
Following the changes in group structure implemented in July, Elenia Verkko Oyj is now the borrower
for all of the previously issued securities.

The Group’s credit facilities consist of a EUR 350 million Capex Facility, a EUR 60 million Working
Capital Facility and a EUR 60 million Liquidity Facility. The first two mature in June 2024 and the
seven-year Liquidity Facility matures in June 2027.

Elenia Group’s liquidity position developed favourably during the financial year. At the end of the
year, cash and cash equivalents totalled at EUR 114 million and the credit facilities were entirely
undrawn. The positive development of was attributable to the aforementioned bond issue.

During the financial year, Elenia also drew EUR 100 million from the EUR 150 million facility from
the European Investment Bank, signed in December 2018. That facility has now been drawn in full.
During the financial year, Elenia also agreed with the European Investment Bank on a new facility of
EUR 100 million, which was entirely undrawn at the end of the year.

The bonds issued by Elenia Verkko Oyj are rated by Standard & Poor’s (“S&P”). In November 2019,
S&P upgraded the rating to BBB+ (outlook stable), having changed the outlook from stable to positive
in July 2019 after Elenia announced the sale of the district heating business. The Group’s corporate
reorganisation had no impact on the credit rating. S&P regards Elenia Group’s business risk profile
as excellent, mainly due to the fully regulated electricity distribution business, which now accounts
for approximately 99% of the Group's EBITDA.

Elenia sold its district heating business in 2019 and, as a consequence, Elenia Verkko Oyj is
returning EUR 550 million of equity to its parent company during 2020-2023 and correspondingly
Elenia Oy is returning the same EUR 550 million to its own parent company during 2020-2023. Elenia
Oy sold the shares of Elenia Lamp6 Oy to a group of investors in 2019. The return of equity is not
related to Elenia’s network business.



Elenia Group has two financial covenants in its financing agreements: Interest Coverage Ratio (ICR)
and Leverage Ratio (LR). For each relevant period until 31 December 2027 (“the First Ratio
Adjustment period?), the trigger event ratio levels are 1.46x for ICR and 10.18x for LR and the default
ratios are 0.96x for ICR and 11.33x for LR. At the end of 2020, the ICR and LR were 4.67 and 8.84
respectively. At the end of 2019, the corresponding levels were 3.55x and 8.65x. The improved ICR
is attributable to the replacement of the previous EUR 500 million bond issued in 2013 with a higher
coupon with a new bond of corresponding size, issued in February 2020.

Elenia Group is in compliance with the financial covenants. Elenia retains adequate headroom to
both financial covenants on a historical and forward-looking basis.

Corporate Reorganisation

In 2019, Elenia launched a process to simplify its group structure. As part of this process, on 2
January 2020, the previous Elenia Oy sold its shares in the wholly-owned subsidiary Elenia Palvelut
Oy to Elenia Investments S.a r.l., a new company established in 2019. The final stages of the
reorganisation were completed in July 2020.

The sole shareholder of Elenia Verkko Oyj (then Elenia NewCo Oyj) Elenia Oy (then Elenia Palvelut
Oy) has on 20 December, 2019 decided on a directed share issue with 10 shares to be issued. The
subscription price according to the share issue decision was a total of EUR 2,207,400,000.00, which
had to be paid in kind by transferring 1,800,000 shares in Lakeside Network Investments Holding
B.V., ie the entire share capital of the company in question. The share subscription period took place
on January 2, 2020. The subscription price of the shares is based on the valuation of the shares to
be transferred in kind using the generally used valuation methods. The subscription price of EUR
2,207,400,000.00 was posted in full in Elenia Verkko Oyj's invested unrestricted equity fund.

The current structure of Elenia Group consists of two operating companies in Finland: Elenia Oy and
Elenia Verkko Oyj®. Elenia Verkko Oyj is the surviving entity from several mergers, including the
mergers of Elenia Oy and Elenia Finance Oyj. Elenia Verkko QOyj is therefore the network licence

2 Elenia’s financing is based on three core financial documents and all investors are parties to these agreements. These
documents are the Common Terms Agreement (CTA), the Security Trust and Intercreditor Deed (STID) and the Master
Definitions Agreement (MDA). In 2018, the trigger event and event of default levels for both ICR and LR were amended
in accordance with the requirements of the Common Terms Agreement (CTA)2 to mitigate the impact of the IFRS 15
standard, which became effective on 1 January 2018 obliging Elenia to change the revenue recognition of connection
charges. The change affected only figures such as EBITDA that are reported in accordance with IFRS, it had no impact
on FAS, taxes, cash flows or regulatory accounting.

3 Elenia Palvelut Oy changed its name to Elenia Oy on 1 July 2020 when the name Elenia Oy became available after the
previous Elenia Oy merged with Elenia Network Oyj on 1 July 2020 and Elenia NewCo Oyj changed its name during the
financial year to Elenia Network Oyj. In addition, Elenia Innovations Oy was established in autumn 2020 as a new
subsidiary of Elenia Network Oyj. It has been included in the consolidated figures although it has no operational
activities at present.



holder, owner and operator of the electricity distribution network and owns all of the network assets
that previously resided in Elenia Oy. Following the completion of the reorganisation, Elenia Verkko
Oyj also acts as the borrower under the secured debt arrangements, including all of the bank facilities
as well as bonds and private placements that previously resided in Elenia Oy and Elenia Finance
Oyj. The new Elenia Oy is the parent company of the operating group. The credit rating agency S&P
confirmed before the reorganisation that the reorganisation will not have an adverse impact on
Elenia’s credit rating.

Employees

Elenia has continued to streamline its organisation and the new organisation became operational on
1 January 2020. While several smaller changes were made to the organisation, the most significant
change was the transfer of support functions and the related employees from the old Elenia Oy to
the new Elenia Oy (which was named Elenia Palvelut Oy at the time). The transfer impacted 38
employees. In addition, two employees were transferred from Elenia Finance Oyj to Elenia Palvelut
Oy (currently Elenia Oy).

31 Dec 2020
Headcount FTE
Elenia Verkko Oyj Group 87 83

Close cooperation with local contracting partners is an integral part of the Group’s operations. The
total employment effect of the Group and its external subcontractor’s operations related to Elenia is

approximately 1,000 people.

Acquisitions and Divestments

On 2 January 2020, the old Elenia Oy sold the share capital of the current Elenia Oy (named Elenia
Palvelut Oy at the time) to Elenia Investment S.ar.l., which is part of the same Group.

Corporate Governance

Elenia Verkko Oyj's Board of Directors changed on July 1, 2020 as part of a change in the Group
structure. The current Board of Directors is Tapani Liuhala (Chairman), Jorma Myllymaki, Ville
Sihvola, Jarkko Kohtala, Tommi Valento and Alli Seppanen. The previous board was Tapani Liuhala
(chairman), Jorma Myllymaki and Tommi Valento. The Board has met or made written decisions 10

times.
Auditor

Elenia Verkko Oyj’s auditor is Ernst & Young Oy, with Miikka Hietala, Authorised Public Accountant,
as the auditor with principal responsibility.



Shares

Elenia Verkko Oyj has ninety (90) outstanding shares. Each share entitles the holder to one vote at
the Annual General Meeting and carries equal rights to dividends.

Corporate Responsibility

Elenia’s sustainability programme is aligned with the UN’s Sustainable Development Goals (SDGs)
and Elenia has selected six goals that have strong links to Elenia’s business and operations. The
goals are related to:

o Affordable and clean energy to all (SDG 7)

e Decent work and economic growth (SDG 8)

e Industry, innovation and infrastructure (SDG 9)
e Sustainable cities and communities (SDG 11)
¢ Climate action (SDG 13)

e Partnerships for the goals (SDG 17)

For each of the six goals, the management has set specific goals and the related KPIs are monitored
and reported on a monthly basis. In 2020, Elenia continued the development of its sustainability
programme. Reporting is based on the GRI (Global Reporting Initiative) standards. The third
sustainability report in the Group’s history will be published in early 2021.

In 2020, Elenia participated for the third time in the Global Real Estate Sustainability Benchmark
(“GRESB”) Infrastructure Assessment. GRESB is a responsibility-focused research and
benchmarking organisation tailored to real estate and infrastructure companies. It works to promote
operational responsibility and to gather valuable international data to compare the operations and
performance of companies. The GRESB assessment looks at the Environmental, Social and
Governance (ESG) performance of a company and how it has performed in the three areas.

In 2020, a total of 406 infrastructure companies took part in the GRESB Infrastructure Assessment
around the world. Elenia was ranked ninth in the overall results. Elenia scored a full five stars in the
assessment and was awarded a total score of 96 (2019: 89), which is well above the average of the
infrastructure companies that took part in the assessment. Elenia utilises the GRESB Assessment
results in developing and executing its own ESG development programme as well as in following the
development of the industry.

Elenia’s target is that its employees and partners work in a safe and motivating environment. In
addition to highly competent and professional employees, Elenia’s safety work is based on safe
equipment, processes and operating models as well as visible safety management.

Elenia updated its working ability management model in 2020. In March 2020, Elenia’s employees
switched extensively to remote work and the Group’s efforts to promote overall well-being were



consequently focused on resilience, ergonomics, the use of digital channels to ensure interaction
and participation and, based on measurements, maintaining and developing psychosocial well-
being. Elenia’s well-being at work project in partnership with the occupational health service provider
will continue in 2021.

Elenia provides its employees with general information on topical occupational safety and
environmental issues and an opportunity to participate in training that facilitates the improvement of
their professional skills and competence. Supervisors and employees working on sites are required
to successfully complete Occupational Safety Card training and ensure that their statutory
qualifications are up to date. Compliance with regulations is monitored on a regular basis. Elenia
Group has an externally certified occupational health and safety management system in place, since
2009 in accordance with OHSAS 18001 and since May 2018 in accordance with the new
international ISO 45001:2018 standard. The system was recertified in 2020.

Elenia operates in accordance with the principle of continuous improvement with the aim of being a
leader in occupational safety. Elenia Group and its extensive partner network have a target of zero
occupational accidents and zero defects in all stages of construction. At the end of 2020, the lost
time injury frequency* of Elenia and its partners was 9.5 (5.9 at the end of 2019). The target for 2021
is 3.0. Elenia has had a strong focus on occupational safety during the past few years. The actions
taken have increased safety awareness among employees and partners, but they are not yet
reflected in the LTIF. Elenia is determined to continue the development of new safety improvement
initiatives and concepts until the target is achieved.

Environment

Elenia has a certified environmental management system. The Group’s various companies have had
ISO 14001 certification since 2008. Elenia’s environmental management system was recertified in
2016 in accordance with the 1ISO 14001:2015 standard. In addition, external subcontractors are
required to have environmental management systems that support their environmental work and are
in line with the ISO 14001 standard. The external recertification audit of the system was organised
in 2020.

The most significant environmental aspects of Elenia Group's operations are land use, the protection
of soil and water areas, waste handling, the preservation of biodiversity, the control of greenhouse
emissions and material and energy efficiency. In line with its strategy, Elenia Group takes safety and
the environment into consideration in all decision-making through the development and use of its
environmental policy for sustainable development. Environmental matters are an integral part of

Elenia Group’s corporate culture, and its operations are based on continuous improvement. The goal

4Lost Time Injury Frequency (LTIF), the number of lost time injuries occurring in all Elenia’s activities per one million
internal and external hours worked. Lost time injuries include all on-the-job injuries that lead to a person being absent
from work for more than one day. Total LTIF = (5LTI1*1,000,000 h) / (cumulative internal and external hours)



is to reduce the environmental impact of all operations and take a leading role in the industry with

regard to environmental management.

Elenia has monitored the direct (Scope 1) and indirect (Scope 2) climate impacts of its operations in
accordance with the GHG Protocol. Last year, the carbon footprint calculation was expanded by
determining the other indirect emissions (Scope 3) of the Goup’s operations for 2019. Elenia aims
to identify and effectively manage the climate impacts of the organisation, products and services. In
2019, Elenia’s fossil carbon footprint was 190,457 tCOze. Elenia’s direct emissions amounted to 576
tCO2e and represented only 0.3% of the total carbon footprint. Of the carbon footprint, 45% arises
from Scope 3 fixed assets, including materials associated with electricity network investments, fibre
network investments, earthworks and other investments. Purchased electricity with Scope 2
accounts for 36% of the carbon footprint. A further 13% consists of Scope 3 purchased products and
services, including tariffs related transmission and regional networks, maintenance and other

purchasing.
Risk Management

The Finance, Treasury and Legal Affairs unit is responsible for coordinating risk management.
Comprehensive risk management is undertaken covering risk identification, assessment, reporting
and measures to manage risks in cooperation with business units and support functions. In 2019,
Elenia Group conducted a maturity study based on enterprise risk management (ERM) and is
currently developing its risk management according tobest practices in line with the roadmap drawn
up in 2019.

Cyber Security

Elenia has continued to reinforce cyber security awareness as a crucial part of the business internally
and in cooperation with partners. During the financial year, Elenia completed an 1ISO 27001
Information Security Management System certification project that consisted of improvements in
processes, documentation, technology and awareness. The certification was awarded in early 2020.

Events after the Balance Sheet Date

In late January 2021, the Finnish Government’s proposal on amendments to the Electricity Market
Act was submitted to the parliament. The first version of the proposal was circulated for comment in
early 2020 and the final proposal changed to some extent during the one-year legislative drafting
process. The key proposed amendments relative to the current Electricity Market Act are as follows:

e DSOs - such as Elenia Verkko Oyj — whose underground cabling rate of the medium-voltage
network is 60% or lower (at the end of 2018) would have until 2036 to comply with the full
quality requirements (as opposed to the end of 2028 as stipulated under the existing EMA).

e DSOs would be allowed to increase their electricity distribution tariffs by up to an aggregate
8% (on tariffs after taxes) over any rolling 12-month period. The current cap is 15%.

10



e The offsetting period of a DSO’s cumulative regulatory deficit would be extended from four
to eight years, i.e., two consecutive regulatory periods, if the aforementioned cap on tariff
increases has led to a deficit.

e The network development plan would be reviewed more extensively by the Energy Authority
to make sure that the DSOs invest efficiently and also consider other alternatives to
investments. A DSO would need to consult its appropriate customers regarding the network
development plan, and the network development plan would need to be published together
with the results of said hearings.

¢ The level of mandatory compensations payable on outages that last for more than 12 hours
would be increased in cases where the outage lasts for more than 48 hours.

The Energy Authority is presumed to omit make changes to the existing confirmed regulatory
methods when the legislative amendments have entered into force. The changes expected include
an update to the unit prices, a reduction in the reasonable rate of return (WACC) to approximately 4
per cent, and the removal of the security of supply incentive from the regulatory methods.Based on
the information presented at the time of the publication of the legislative proposal, the amendments
would enter into force already during the current fifth regulatory period and potentially as early as
the beginning of 2022.

Outlook

Anticipating the impact of changes in Elenia’s operating environment is exceptionally difficult at
present. The regulated electricity network business is characterised by a high degree of
predictability, which is highlighted by the fact that regulatory methods are confirmed in advance for
an eight-year period. The public debate on electricity distribution tariffs that has been going on for
several years has had a significant impact on the amendment to the Electricity Market
Act.Furthermore, the legislative amendment is pushing the Energy Authority to change previously
confirmed regulatory methods in the middle of the fifth regulatory period. This is highly unorthodox
and would damage Finland’s reputation as a stable investment environment. Pressure from policy-
makers towards the Energy Authority may also substantially weaken the Energy Authority’s
credibility as an independent regulator.

The extent of the changes and their impact on Elenia’s operations are very difficult to forecast at this
time. However, it is clear that all of the proposed changes to the regulatory methods would have a
negative effect on Elenia’s operations. Nevertheless, Elenia intends to continue the implementation
of its significant investment programme as planned, even if amendments to the Electricity Market
Act were to enable the postponement of investments by as much as eight years. A weatherproof
electricity network and undisrupted electricity distribution are in the best interest of Elenia’s
customers and society as a whole. The increase in extreme weather phenomena proves that the
decision made in 2009 to exclusively build weatherproof networks was the correct one. Naturally, we
are also developing other methods to improve the security of supply alongside underground cabling.

11



One of the cornerstones of Elenia’s operations is stability and a long-term horizon, which is reflected
in our effort to maintain price stability to our customers and even out the impact of regulatory changes

over time.

There is demand for the customer service-related services that Elenia offers to other energy
companies but, at the same time, there is intense competition for new customer relationships.
Elenia’s advantages include an in-depth understanding of the customer’s business and the ability to
solve problems during a single instance of contact. Elenia will also continue the development of the
fibre business, which is a long-term effort that requires significant investment.

While the global COVID-19 pandemic had a significant impact on the general business environment
in 2020, its effect on Elenia Group’s operations has been nominal. Electricity consumption has not
changed significantly during the pandemic. The slightly higher consumption among private
customers has partially compensated for the slight decrease in the volumes of corporate customers.
The most significant impact of the pandemic has involved Elenia Oy’s employees in the form of an
exponential increase in remote work. Elenia Oy began operating entirely remotely in March 2020
and employees subsequently returned to offices in the summer. The second wave of the pandemic
led to another increase in remote work as well as restrictions on face-to-face meetings and, for
example, the permitted capacity of conference rooms was reduced to maintain safe distances. The
transition to the remote work was successful and the feedback from Elenia’s employees has been
positive with regard to the support provided by the Group and its management during the pandemic.
The pandemic was also anticipated to have an effect on material purchasing, with difficulties
expected with regard to the availability of certain network components. Nevertheless, the Group has
coped well with the challenging circumstances. Elenia continues to monitor the situation closely and
will react to changes as necessary. There are no indications that the pandemic would cause
significant challenges to Elenia in 2021 either.

The Board of Directors’ Dividend Proposal

The meeting of Elenia Verkko Oyj's shareholders decided on 15.12.2020 proactively the equity
repayment of €550.0m to its sole shareholder Elenia Oy. The equity repayment was done from
Unrestricted equity and was transferred to short-term payables in December 2020. The Board of
Directors proposes to confirm the equity repayment to the Annual General Meeting based on the
approved financial statements. The Board of Directors proposes that no dividend be distributed.

12
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Elenia Verkko Oyj
Business ID: 3001882-6

Income Statement

Note 1 Jan - 31 Dec 2020

Financial Statements
31 December 2020

1 Jan - 31 Dec 2019

EUR

Revenue

Other operating income

Materials and services

Personnel expenses

Depreciation, amortisation and impairment

Other operating expenses

Operating profit

Finance income and expenses

Profit / loss before appropriations and taxes

Appropriations
Change in accelerated depreciations
Group contributions

Income taxes

Profit / loss for the year

1.1 147 660 595,95
1.2 1105 778,45
1.3 -37 009 550,01
1.4 -1 855 010,70
1.5 -73 413 034,36
1.6 -34 076 038,28

2412 741,05
1.7 -19 423 812,00

-17 011 070,95

1.8
-20 665 736,09
9 070 500,00
1.9 -3217 985,13

-31 824 292,17

0,00
0,00
0,00
0,00
0,00
-1269,75
-1 269,75
0,00
-1 269,75
0,00
0,00
0,00

-1 269,75
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Elenia Verkko Oyj
Business ID: 3001882-6

Financial Statements

31 December 2020

Balance Sheet Note 31 Dec 2020 31 Dec 2019
EUR
ASSETS
Non-current assets
Intangible assets 2.1

Intangible rights 21435 237,07 0,00

Goodwill 2211823 922,30 0,00

Other capitalized long term expenditure 10093 687,76 2243 352 847,13 0,00 0,00
Tangible assets 2.2

Land and water areas 2 105 207,69 0,00

Buildings and constructions 282 109,76 0,00

Electricity network 1986 226 245,24 0,00

Machinery and equipments 10 809 855,16 0,00

Other tangible assets 1940,72 0,00

Advance payments and construction in progress 23091 349,54 2022516 708,11 0,00 0,00
Investments 23

Holdings in group companies 0,00 0,00

Other shares and holdings 194 229,69 194 229,69 0,00 0,00
Total non current assets 4 266 063 784,93 0,00
Current assets
Long-term receivables 24

Long-term other receivables 1202 520,51 0,00

Loan receivables 274 694 581,67 275 897 102,18 0,00 0,00
Short-term receivables 2.4

Trade receivables 21616 472,30 0,00

Receivables from group companies 12 189 253,05 78 730,25

Other receivables 470 792,45 0,00

Prepayments and accrued income 37 103 005,10 71 379 522,90 0,00 78 730,25
Cash and cash equivalents 2.4 113 779 555,18 0,00
Total current assets 461 056 180,26 78 730,25
TOTAL ASSETS 4727 119 965,19 78 730,25
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El Elenia Verkko Oyj
Bu Business ID: 3001882-6

Financial Statements
31 December 2020

Balance Sheet Note 31 Dec 2020 31 Dec 2019
EUR
EQUITY AND LIABILITIES
Capital and reserves 3.1
Subscribed capital 80 000,00 80 000,00
Non restricted equity 1657 400 000,00 0,00
Retained earnings -1 269,75 0,00
Loss for the financial year -31 824 292,17 1625 654 438,08 -1269,75 78 730,25
Cumulative accelerated depreciations 3.2 315 008 814,33 0,00
Liabilities 3.3
Non-current liabilitites
Connection fees 202 907 741,32 0,00
Bonds and notes 1 689 500 000,00 0,00
Loans from financial institutions 150 000 000,00 0,00
Deferred tax liabilities 106 453 935,01 2 148 861 676,33 0,00 0,00
Current liabilities
Trade payables 7 244 048,15 0,00
Liabilities to group companies 570 368 606,71 0,00
Other short-term liabilities 25 028 463,32 0,00
Accruals and deferred income 34 953 918,27 637 595 036,45 0,00 0,00
Total liabilities 2786 456 712,78 0,00
TOTAL EQUITY AND LIABILITIES 4727 119 965,19 78 730,25
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Elenia Verkko Oyj
Business ID: 3001882-6

Cash Flow Statement

1 Jan - 31 Dec 2020

Financial Statements
31 December 2020

1 Jan - 31 Dec 2019

EUR

Cash flow fron operating activities
Loss before appropriations and taxes
Adjustments
Depreciation, amortisation and impairment
Finance income and expenses
Other adjustments
Cash flow before change in working capital

Change in working capital
Increase (-) / decrease (+) in non-interest bearing receivables
Increase (+) / decrease (-) in non-interest bearing liabilities
Operating cash flow before financial items and taxes

Interest payments
Interests received
Payments for other finance items
Connection fee refunds
Taxes paid
Cash flow from operating activities

Cash flow from investing activities

Capital expenditures

Proceeds from disposals of other investments
Cash flow from investing activities

Cash flow from financing activities
Paid share issue
Re-payment of short-term borrowings
Group contributions received and paid
Loans granted

Cash flow from financing activities

Change in cash and cash equivalents

Cash and cash equivalents 1 Jan

Cash and cash equivalents 1 Jan + change
Cash and cash equivalents 31 Dec

Cash and cash equivalents, restructurings

-17 011 070,95

73 413 034,36
19 423 812,00
16 299 763,76

-1269,75

0,00
0,00
0,00

92 125 539,17

-17 645 788,08
18 663 411,24

-1 269,75

-78 730,25
0,00

93 143 162,33

-24 181 472,07
47 885,44
-859 908,95
151 769,25

-2 679 004,01

-80 000,00

0,00
0,00
0,00
0,00
0,00

65 622 431,99

-77 626 228,16
9 076,95

-80 000,00

0,00
0,00

=77 617 151,21

0,00

-89 024 000,00
431 000,00
-63 000 000,00

0,00

80 000,00
0,00
0,00
0,00

-151 593 000,00
-163 587 719,22

0,00

-163 587 719,22
113 779 555,18
277 367 274,40

80 000,00

Cash and cash equivalents comprise of bank deposits. Cash from restructurings consists of cash and bank receivables transferred in

mergers.

Loans granted and repayments of loan receivables are presented in financing cash flow instead of cash flow from investing activities.
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Elenia Verkko Oyj
Business ID: 3001882-6

Notes to the Financial Statements

Financial Statements
31 December 2020

Accounting principles

The financial statements of Elenia Verkko Oyj have been prepared in accordance with the Finnish Accounting Standards (F

For tangible and intangible assets have been used direct acquisition prices which have been deducted
with planned depreciations. Depreciations according to the plan are linear and are based on the following

assets economical lifetimes:

Intangible fixed assets
Goodwill

Other capitalized long term expenditures

Buildings and constructions
Transmission network
Distribution network
Machinery and equipments

3-30 years
5-15 years
5-25 years
15-50 years
25-40 years
10-30 years
3-30 years

Connection fees are non-refundable and therefore they have been booked as revenue in the profit and loss account.

Transactions denominated in foreign currencies and derivative agreements

Transactions denominated in foreign currencies are recognised at the rate prevailing
at the time of the transaction. At the balance sheet date the receivables and liabilities in balance sheet

denominated in foreign currencies are converted to Euro using the exchange rate prevailing
at the balance sheet date. The possible currency exchange rate differences are recognised in

finance income or costs or other operating costs in accordance with the underlying item.

Deferred tax liabilities and receivables

Deferred tax liabilities or assets have been calculated for temporary differences between taxation and the financial statemel
the tax rate established at the balance sheet date for the following years. The balance sheet includes the deferred tax liabili
entirety and the deferred tax asset in the amount of the estimated probable receivable.

1.1 Revenue
EUR 1,000

Distribution income
Contracting income
Connection fee income
Other sales income
Outage compensation
Total

1.2 Other operating income
EUR 1,000

Revenue from collection of trade receivables

Other operating income
Total

1.3 Materials and services
EUR 1,000
Grid costs
Network losses
External services
Materials
Total

2020

142 705
1312
3670

187
-464

2019

147 411

523
582

oo ooo

o

1106

-17 784
-5 257
-13019
-949

-37 010

ojo o oo
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Elenia Verkko Oyj
Business ID: 3001882-6

Notes to the Financial Statements

Financial Statements
31 December 2020

1.4 Personnel expenses
Average number of personnel during the financial year

EUR 1,000
Salaries
Pension expenses
Other employee expenses
Total

Salaries and remuneration were not paid to CEO in 2020.

1.5 Depreciations according to the plan
EUR 1,000

Impairment
Intangible fixed assets
Goodwill
Other capitalized long-term expenditure
Buildings and constructions
Electricity network
Machinery and equipments
Total

1.6 Other operating expenses
EUR 1,000
Lease expenses
Other external services
Merger loss
Other operating expenses
Total

Audit charges EUR 1,000
Auditing fees
Fees for tax services
Fees for other services
Total

1.7 Financial income and expenses
EUR 1,000
Interest and other financial income
From group companies
Other financial income
Total

Interest and other financial expenses
Interest expenses
Other financial expenses
Total

Total financial income and expenses

2020 2019
83 0

-1 580 0
-239 0
-36 0

-1 855 0
-1247 0
-242 0

-4 666 0
-110 0

-1 0

-7 196 0
-204 0
-13 665 0
-2 859 0
-9873 0
-16 309 0
-5 035 -1
-34 076 -1
-149 0

-5 0

-46 0
-200 0

0 0

1782 0
1782 0
-20 205 0
-1 001 0
-21 206 0
-19 424 0
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Elenia Verkko Oyj
Business ID: 3001882-6

Notes to the Financial Statements

Financial Statements
31 December 2020

1.8 Appropriations
EUR 1,000
Change in accelerated depreciations
Group contribution received
Total

1.9 Income taxes
EUR 1,000
Income taxes for the financial period
Change in deferred taxes
Total

2.1 Intangible fixed assets

Intangible rights

EUR 1,000
Cost 1 Jan
Merger
Investments
Cost 31 Dec
Accumulated depreciation 1 Jan
Merger
Depreciation according to the plan
Book value 31 Dec

Goodwill
EUR 1,000
Acquisition cost 1.1.
Merger
Merger loss
Cost 31 Dec
Merger
Depreciation according to the plan
Book value 31.12.

Other capitalized long-term expenditure

EUR 1,000
Cost 1 Jan
Merger
Investments
Cost 31 Dec
Accumulated depreciation 1 Jan
Merger
Depreciation according to the plan
Book value 31 Dec

2.2 Tangible fixed assets
Land and water areas
EUR 1,000
Cost 1 Jan
Merger
Investments
Cost 31 Dec
Book value 31 Dec

Buildings and constructions
EUR 1,000
Cost 1 Jan
Merger
Cost 31 Dec
Accumulated depreciation 1 Jan
Merger
Depreciation according to the plan
Book value 31 Dec

2020

-20 666
9071

2019

o

-11 595

-5 347
2129

o

-3218

29 895
6279

36 174

-14 150
-588

21435

0

450 086
1809 644
2259730
-19 908
-27 998

oo o ocojoo o

2211824

0
319 248
2798

oo oo oo

322 046
0

-311 375
-577

10 094

2083
22

oo o ocojoo o

2105

2105

3119

o|jo|jo o ©

3119

-2 832
-6

282

(-] [eNeNoNa]leNe)
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Elenia Verkko Oyj
Business ID: 3001882-6

Notes to the Financial Statements

Financial Statements
31 December 2020

Electricity network
EUR 1,000
Cost 1 Jan
Merger
Investments
Cost 31 Dec
Accumulated depreciation 1 Jan
Merger
Depreciation according to the plan
Book value 31 Dec

Machinery and equipments
EUR 1,000
Cost 1 Jan
Merger
Investments
Cost 31 Dec
Accumulated depreciation 1 Jan
Merger
Depreciation according to the plan
Book value 31 Dec

Other tangible assets
EUR 1,000
Cost 1 Jan
Merger
Cost 31 Dec
Accumulated depreciation 1 Jan
Merger
Depreciation according to the plan
Book value 31 Dec

Advance payments and construction in progress
EUR 1,000

Cost 1 Jan

Merger

Increase

Decrease

Book value 31 Dec

2.3 Investments
Holdings in group companies
EUR 1,000
Cost 1 Jan
Merger / increases
Investments
Merger / disposals
Cost 31 Dec
Book value 31 Dec

Other shares and holdings
EUR 1,000

Cost 1 Jan

Merger

Disposals

Cost 31 Dec

Book value 31 Dec

2020

0
2288 481
665 747

2019

2954 228

0
-927 717
-40 285

1986 226

62 796
1098

o|o O o|jojo o ©

63 894

-51 843
-1241

10 810

56

oo o o oo oo

56

54

0

79 624
74 101
-130 633

(=] [eNeNoNa) (oNe)

23 091

0

222 879
2207 400
-2430 279

oo o oo

0

0

194

ojlojo o oo

194

194

ojlo|jo o ©
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Elenia Verkko Oyj
Business ID: 3001882-6

Notes to the Financial Statements

Financial Statements
31 December 2020

2020 2019
2.4 Receivables
Long term receivables
EUR 1,000
External other long-term recievables 274 695 0
External loan receivables 1203 0
Loan receivables from group companies 0 0
Long term receivables total 275 897 0
Short term receivables
Receivables from group companies
EUR 1,000
Accrued income 8 79
Other short-term receivables 3110 0
Group contribution receivables 9071 0
Receivables from group companies total 12 189 79
External receivables
EUR 1,000
Trade receivables 21616 0
Other short-term receivables 471 0
Accrued income 37 103 0
External receivables total 59 190 0
Accrued income
EUR 1,000
Sales accruals 21616 0
Other accrued income and receivables 471 0
Accrued income total 37 103 0
Short term receivables total 71 380 79
Total receivables 347 277 79
Cash and cash equivalents 113 780 0
3.1 Capital and reserves
EUR 1,000
Subscribed capital 1 Jan 80 0
Change (+-) 0 80
Subscribed capital 31 Dec 80 80
Non restricted equity 1 Jan 0 0
Increase (+) 2 207 400 0
Equity repayment (-) -550 000 0
Non restricted equity 31 Dec 1657 400 0
Retained earnings (loss) 1 Jan -1 0
Loss for the the financial year -31 824 -1
Total capital and reserves 1625 654 -1
Distributable equity 1625574 0
3.2 Cumulative accelerated depreciations
EUR 1,000 315 009 0

Accelerated depreciations include deferred tax liability of 63 001 763 euros.

62



Elenia Verkko Oyj
Business ID: 3001882-6

Notes to the Financial Statements

Financial Statements
31 December 2020

2020 2019
3.3 Liabilities
Non-current liabilities
EUR 1,000
Connection fee liability 1 Jan 0 0
Business combination increase 203 060 0
Connection fee refunds -152 0
Connection fee liability 31 Dec 202 908 0
Bonds and notes 1689 500 0
Loans from financial institutions 150 000 0
Deferred tax liabilities 106 454 0
Elenia Verkko Oyj has recognized a deferred tax liability for the merger loss allocated to the electricity network.
Total non-current liabilities 2148 862 0
Maturity breakdown of financial liabilities
31 December 2020
Effective interest Maturity
EUR 1,000 rate % Over 5 years Total
Bonds 1,87 % 1171 000 1171 000
Notes 2,71 % 518 500 518 500
Loans from financial institutions 0,39 % 150 000 150 000
Total interest-bearing non-current liabilities 1689 500
Current liabilities
EUR 1,000
Trade payables 7 244 0
Other short term liabilities 31263 0
Accrued expenses
Salaries and social expenses 1466 0
Accrued interest expenses 12 996 0
Other accrued expenses 14 257 0
28 720 0
Liabilities to group companies
Group account 17 966
Accrued expenses 2403 0
Equity repayment liability 550 000 0
570 369 0
Total current liabilities 637 595 0
Total liabilities 2786 457 0
3.5 Liabilities and quarantees for debts
EUR 1,000
Provided on behalf of own and group liabilities
Floating charges 9 000 000 0
Mortgages 206 600 0
Leasing agreements
Within one year 3617 0
After one year but not more than five years 2017 0
Total 5634 0
Other own liabilities
Connection fees not included in the balance sheet values 85114 0
Loan commitment to Elenia Group Oy 151 305 0

Group bank accounts have been pledged as security for loans from financial institutions and bonds.
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Elenia Verkko Oyj Financial Statements
Business ID: 3001882-6 31 December 2020

Shares and Holdings

Domicile Share Vote share  Share of Nominal value Book value
ownership EUR 1,000 EUR 1,000
Subsidiary
Elenia Innovations Oy Tampere 100 % 100 % 100 % 0 0
Other shares and holdings 194 194
194 194
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Elenia Verkko Oyj
Business ID: 3001882-6

Differentiated Profit and Loss Account

Financial statements
31 December 2020

1 July - 31 Dec 2020

EUR 1,000

Revenue
Other operating income

Materials and services
Materials and goods
Purchace during the financial period
Network losses
Other materials
Services
Grid costs
Other external services

Personnel expenses

Depreciation, amortisation and impairment
Merger loss
Network assets
Other assets

Other operating expenses
Lease expenses
Network rents and network leasing expenses
Other operating expenses

Operating profit

Financial income and expenses
Income from other fixed investment
Interest and other financial income
From group companies
From other companies

Interest and other financial expenses
From other companies

Profit / loss before appropriations and taxes

Appropriations
Change in accelerated depreciations
Network assets
Other assets
Group contributions
Group contribution received

Income taxes

Loss for the year

147 568
1081

-5 252
-948

-17 762
-12 967

-1 837

-45 494

-27 400
-495

-167
-2729
-14 383

19 216

1782

-21 180

-182

-20 363
-325

9071

-5 347

-17 147
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Elenia Verkko Oyj Financial statements

Business ID: 3001882-6 31 December 2020
Differentiated Balance Sheet 31 Dec 2020

EUR 1,000

ASSETS

Non-current assets

Intangible assets

Intangilble rights 22 285

Goodwill 2211824

Other capitalized long term expenditure 9243 2 243 353
Tangible assets

Land and water areas 190

Buildings and constructions 282

Electricity network 1123 257

Merger losses 874 810

Machinery and equipments 613

Other tangible assets 2

Advance payments and construction in progress 23 091 2 022 245
Total non current assets 4 265 598

Current assets

Long-term receivables

Loan receivables 274 695

Other long-term receivables 1203 275 897
Short-term receivables

Trade receivables 21616

Receivables from group companies 9079

Other receivables 234

Prepayments and accrued income 37 103 68 032
Cash and cash equivalents 95 814
Total current assets 439 743

TOTAL ASSETS 4705 341



Elenia Verkko Oyj Financial statements

Business ID: 3001882-6 31 December 2020
Differentiated Balance Sheet 31 Dec 2020
EUR 1,000

EQUITY AND LIABILITIES

Capital and reserves

Subscribed capital 80

Non restricted equity 2296 031

Retained earnings -1

Loss for the financial year -17 147 2 278 962
Cumulative accelerated depreciations 314 400
Liabilities

Non-current liabilitites
Connection fees 202 908
Loans from financial institutions and other long-term loans 1839 500 2042 408

Current liabilities

Trade payables 7 186

Liabilities to group companies 2403

Other short-term liabilities 31263

Accruals and deferred income 28 720 69 572
Total liabilities 2111 979

TOTAL EQUITY AND LIABILITIES 4705 341



Elenia Verkko Oyj
Business ID: 3001882-6

Notes for differentiated financial statements

Financial statements
31 December 2020

According to the Electricity Market Act, a company operating on electricity market must differentiate its electricity network
business from other business activities. This differentiation requirement also applies to legally separated network operator.
Only items that are relevant for network business operations are included in the differentiated financial statements.

The differentiated financial statements of electricity business should be published and attached to company's

official financial statements.

Differentiated financial statements include income statement and balance sheet, which should be derived from the

accounting.

In addition to Electricity Network business Elenia Verkko Oyj contains Streetlightning Network business as well as

Elenia group's financing and administrative related services and items.

Differentiation principles

Income statement items have been allocated into the differentiated business directly on the basis of accounting.
Balance sheet items have been allocated to the differentiated business directly on the basis of accounting or using

an allocation key.

Depreciation principles for intangible and tangible assets are based on Elenia Verkko Oyj's depreciations rules which

have been presentes in the beginning of parent company notes.

Changes in the financial statements of Elenia Verkko Oyj approved on 27 May 2021 compared to

financial statements approved on 3 March 2021 are the following:

Debt of 550 million euros related to equity repayment due to the sale of heating business is allocated to other
than network business. Deferred tax liability (106.5 million euros) and change in deferred taxes during the year
(2.1 million euros) resulting from group restructurings are allocated to other than network business.

Due to these changes listed above network business's unrestricted equity increased by 658.6 million euros.

Electricity Network business' key figures
EUR 1,000

Investments
Intangble assets
Intangble rights
Other capitalized long term expenditures
Connection fees
Other capitalized long-term expenditures

Tangible assets of electricity network business
Land and water areas
Electricity network
Demolition costs
Meters
Other tangible assets

Other key figures
Refundable connection fees

Mandatory outage compensations
R&D expenses in the profit and loss account during the financial year
Operative expenses included in security of supply incentive during the financial year

Average number of personnel in the network business

1 July - 31 Dec 2020

1714
1800
451

22

124 101
1448
989

108

202 908
3337
537

113

84
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Elenia Verkko Oyj

Signatures to the financial statements

Dates and signatures

Tampere, / 2021

Tapani Liuhala Jarkko Kohtala
Chairman of the Board of Directors

Jorma Myllymaki Alli Seppanen

Ville Sihvola Tommi Valento

AUDITOR’S NOTE

A report on the audit carried out has been issued today.

Tampere, / 2021

Ernst & Young Oy
Authorized Public Accountant Firm

Miikka Hietala
Authorized Public Accountant
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(This auditor’s report replaces auditor’s report dated 3 March 2021)

AUDITOR’S REPORT (Translation of the Finnish original)
To the Annual General Meeting of Elenia Verkko Oyj

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Elenia Verkko Oyj (business identity code 3001882-6) for the
year ended 31 December, 2020. The financial statements comprise the consolidated balance sheet,
income statement, statement of comprehensive income, statement of changes in equity, statement of cash
flows and notes, including a summary of significant accounting policies, as well as the parent company’s
balance sheet, income statement, statement of cash flows and notes.

In our opinion

. the consolidated financial statements give a true and fair view of the group’s financial position as
well as its financial performance and its cash flows in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU.

. the financial statements give a true and fair view of the parent company’s financial performance
and financial position in accordance with the laws and regulations governing the preparation of
financial statements in Finland and comply with statutory requirements.

Our opinion is consistent with the additional report submitted to the Board of Directors.

Basis for Opinion

We conducted our audit in accordance with good auditing practice in Finland. Our responsibilities under
good auditing practice are further described in the Auditor’s Responsibilities for the Audit of Financial
Statements section of our report.

We are independent of the parent company and of the group companies in accordance with the ethical
requirements that are applicable in Finland and are relevant to our audit, and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

In our best knowledge and understanding, the non-audit services that we have provided to the parent
company and group companies are in compliance with laws and regulations applicable in Finland
regarding these services, and we have not provided any prohibited non-audit services referred to in Article
5(1) of regulation (EU) 537/2014. The non-audit services that we have provided have been disclosed in
note 2.3.1. to the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Other matter
This auditor’s report replaces the auditor’s report dated 3 March 2021 and issued for financial statements and report of
Board of Directors dated and signed in 3 March 2021. This auditor’s report has been issued for financial statements which

has amendments to the notes of the parent company’s financial statements dated and signed in 28 May 2021. The
amendments made are specified in the notes under the paragraph Notes for differentiated financial statements.

A member firm of Ernst & Young Global Limited
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Key Audit Matters

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

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of
the financial statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying financial
statements.

We have also addressed the risk of management override of internal controls. This includes consideration
of whether there was evidence of management bias that represented a risk of material misstatement due
to fraud.

Key Audit Matter How our audit addressed the Key Audit
Matter

Valuation of Goodwill

We refer to the note 3.2. Our audit procedures to address the risk of

material misstatement regarding the valuation of

Valuation of Goodwill was a key audit matter S )
goodwill included:

because the assessment process is judgmental, it
is based on assumptions relating to market or
economic conditions extending to the future, and
because of the significance of the goodwill to the
financial statements. As of balance sheet date 31
December 2020, the value of goodwill amounted
to 418 million euro representing 18 % of the total
assets and -170 % of the total equity.

e  Our audit procedures included involving
EY valuation specialists to assist us in
evaluating underlying assumptions and
methodologies especially related to the
following assumptions: revenue growth,
EBITDA and discount rate applied to
cash-flows.

o We focused on the sensitivity in the
available headroom by cash generating
unit and whether any reasonably possible
change in assumptions could cause the
carrying amount to exceed its recoverable
amount.

o We assessed retrospectively the outcome
of the management’s historical estimates.

The valuation of goodwill is based on
management’s estimate about the value-in-use
calculations. There are number of underlying
assumptions used to determine the value-in-use,
including the revenue growth, EBITDA and
discount rate applied on net cash-flows. Estimated
value-in-use may vary significantly when the
underlying assumptions are changed and the

changes in above-mentioned individual » We considered the appropriateness of the
assumptions may result in an impairment of Group’s disclosures in respect of
goodwill. impairment testing.

This matter is a significant risk of material
misstatement referred to in EU Regulation No
537/2014, point (c) of Article 10(2).
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Revenue Recognition
We refer to the Group’s accounting policies and
the note 2.1.

Revenue from the distribution of electricity is
recognized at the time of delivery. Revenue from
customer service operations and other revenue is

Our audit procedures to address the risk of
material misstatement relating to revenue
recognition included, among others:

recognized in the period in which such services

are rendered.
¢ We assessed the reasonableness of the

Group’s accounting policies over revenue
recognition and compliance with
applicable accounting standards.

e We assessed the process and methods
for revenue recognition

o We tested the recorded sales transactions
during the year against underlying
documents on a sample basis.

o We tested the sales cut off on either side
of the balance sheet date on a sample
basis.

e We obtained confirmations of open
accounts receivable balances at year end
from customers and analyzed credit
invoices issued after the balance sheet
date.

o We performed analytical procedures on
revenues.

o We considered the appropriateness of the
Group’s disclosures in respect of
revenues.

The Group focuses on revenue as a key
performance measure which could create an
incentive for revenue to be recognized before the
risks and rewards have been transferred.

This matter is a significant risk of material
misstatement referred to in EU Regulation No
537/2014, point (c) of Article 10(2).

Responsibilities of the Board of Directors and the Managing Director for the Financial Statements

The Board of Directors and the Managing Director are responsible for the preparation of consolidated
financial statements that give a true and fair view in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU, and of financial statements that give a true and fair view in
accordance with the laws and regulations governing the preparation of financial statements in Finland and
comply with statutory requirements. The Board of Directors and the Managing Director are also
responsible for such internal control as they determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Board of Directors and the Managing Director are responsible for
assessing the parent company’s and the group’s ability to continue as going concern, disclosing, as
applicable, matters relating to going concern and using the going concern basis of accounting. The
financial statements are prepared using the going concern basis of accounting unless there is an intention
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to liquidate the parent company or the group or cease operations, or there is no realistic alternative but to
do so.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

. Identify and assess the risks of material misstatement of the 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 parent company’s or 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 the Board of Directors’ and the Managing Director’'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
parent company'’s or 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 auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the parent company or the
group to cease to continue as a going concern.

. Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events so that the financial statements give a true and fair view.

. 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, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the current period and are therefore the
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
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public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Other Reporting Requirements
Information on our audit engagement

We were first appointed as auditors on 13.5.2019, and our appointment represents a total period of
uninterrupted engagement of 2 years. Elenia Verkko Oyj has been a public interest entity since
1.7.2020.

Other information

The Board of Directors and the Managing Director are responsible for the other information. The other
information comprises the report of the Board of Directors and the information included in the Annual
Report, but does not include the financial statements and our auditor’s report thereon. We have obtained
the report of the Board of Directors prior to the date of this auditor’s report, and the Annual Report is
expected to be made available to us after that date.

Our opinion on the financial statements does not cover the other information.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated. With respect to report of the Board of Directors, our responsibility also includes considering
whether the report of the Board of Directors has been prepared in accordance with the applicable laws and
regulations.

In our opinion, the information in the report of the Board of Directors is consistent with the information in
the financial statements and the report of the Board of Directors has been prepared in accordance with the
applicable laws and regulations.

If, based on the work we have performed on the other information that we obtained prior to the date of this

auditor’s report, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Helsinki 28.5.2021

Ernst & Young Oy
Authorized Public Accountant Firm

Miikka Hietala
Authorized Public Accountant
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