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Sebastian Loudon inter-
views Gerhard Christiner
and Thomas Karall.

Sebastian Loudon is a long-
time business journalist and
industry expert, the publisher
of monthly magazine DATUM
and, since 2015, the represen-
tative in Austria for Hamburg
publishing house ZEIT VERLAG.




“The year 2020 was a
game changer for APG.”

The two APG Executive Board
members, Thomas Karall

(Chief Financial Officer) and
Gerhard Christiner (Chief
Technology Officer), talk about
2020, which became a game
changer of a year for APG.

Thinking back to 2020, what were the key milestones for Austrian
Power Grid AG?

Gerhard Christiner: Undoubtedly the positive decision handed down
by the Supreme Administrative Court (VwGH) on the construction

of the Salzburg line. On 15 October 2020, the Court dismissed the
content of all appeals, bringing to an end the years of legal questions
surrounding this project. This legal clarification fully confirmed APG's
position and allowed Austria’s most important power infrastructure
project to finally get off the ground.

Thomas Karall: Just as important was the parliamentary resolution at
the end of 2020, where unanimous agreement was reached on the
“New Grid Reserve” (“Netzreserve Neu”), an essential ingredient for a
secure supply of electricity during the transformation of the energy
system. This resolution anchored a market-based system by means of
which the necessary redispatch capacity (continued operation of the
power plants relevant to congestion management) will remain avail-
able for the period as of 2022. This law is essential for a secure supply
of electricity in the coming years.



“The grids are the unsung
giants of the global energy
system. Greater focus must
now be placed on their
expansion.”

Gerhard Christiner

Let's turn to the coronavirus pandemic - a year that was certainly an
exceptional one in terms of APG'’s external impact, as the critical infra-
structure was thrust into the public eye.

Christiner: The first lockdown was very extensive and for a short time
caused major problems for our globalised economy with its division
of labour. Companies like APG have the advantage that they practise
crisis scenarios and can put that experience to use at any time. All our
employees who were able to work from home did so; that was more
than 70% of them. As a precautionary measure at the beginning of
the coronavirus pandemic, we suspended work at all of our construc-
tion sites for a short time and concentrated on running stable core
operations. That worked really well.

Karall: In the first lockdown, one of our worries was whether the mar-
ket, which is not at all prepared for such scenarios, would continue to
function fully. Electricity consumption in Europe dropped abruptly;

by 15% in Austria and by more than 30% in Italy and France. But the
system remained stable. For us as a company, it was important to best
protect the members of staff who run our core operations. For this,
we introduced a system of splitting up teams, with the teams working
at different locations.

APG attached greater importance to working actively on the brand and
external communications last year and even won two spots in the Sus-
tainable Brand Ranking. What is the aim of your communications drive?

Christiner: In the past, perceptions of APG were polarised due mainly
to our grid expansion projects, such as the 380-kV line in Salzburg.
So our communications were often problem-driven. The aim we set
ourselves is to increase the extent to which we are perceived as an
innovative company and above all as an essential player and enabler
of the energy transition. The coronavirus crisis has very much raised
public awareness of security of supply. As a result, the entire critical
infrastructure has become more highly valued.

Karall: Seen from this perspective, COVID-19 was a game changer for
us because there was suddenly much greater awareness of our critical
role. Ever since the disruption to the grid on 8 January 2021, we have
also seen that we are suddenly viewed quite differently by the media.
We are now actively invited to take part in the debate on the energy
transition - previously, we had to encourage people to listen to us.



An accumulation of
knowledge: Gerhard
Christiner (1) and

Thomas Karall (r) in the
Executive Board interview.

The photo shown was taken before the coronavirus pandemic. At that time, it was not necessary
to wear a face covering or maintain a safe distance.

The big issue facing you is the energy transition. How much of a strain
do wind- and weather-dependent forms of energy place on security
of supply?

Christiner: Due to the deregulation of the electricity market and the
increased expansion of renewables, the energy system has become
very dynamic and complex, and in the case of many developments
not very much consideration has been given to the physical condi-
tions. What we currently have is a European internal market, but a
grid infrastructure that has not yet been expanded sufficiently for

it. Renewable sources of energy are now being added to the mix on

a massive scale, and there are two key aspects to them: they do not
offer electricity at market prices because they are subsidised, and
they are led not by consumption, but rather by how much wind there
is or how strongly the sun is shining. It has been left to us to manage
this complex situation. Making a coherent and secure system out of it
is an enormous challenge. What we are already seeing is that nobody
yet knows how a fully renewable system can function stably. Although
there are partial solutions and many individual interests, we need an
end-to-end solution.

“For us as a company, itis
important to best protect
the members of staff who
run our core operations
throughout the coronavirus
pandemic.”

Thomas Karall



“Together, we are trying

to find a safe path through
this somewhat erratic
transformation process
shaped by national interests
which we call the energy
transition.”

Thomas Karall

Karall: In recent years, decarbonisation has clearly emerged as a
societal goal, most recently through the EU's Clean Energy Package
(CEP). In the course of the discussions on the effects of the CEP,

we recommended to the European Commission and the European
Council via our interest group in Brussels that member states be
required to report which types of power plant are being promoted
or discontinued where and over what time horizon so as to enable
agreement at supranational level. This was ultimately unsuccess-
ful, however. If you want to make every effort to convert a system,
the main parameters need to be coordinated between the mem-
ber states. But they are all playing their cards close to their chest.
Together, we are trying to find a safe path through a transformation
process very much shaped by national interests so that the whole
thing can ultimately be combined into a stable and secure European
market.

At whom primarily would your appeal be aimed?

Karall: Our appeal is aimed at national and European policymakers:
our experts must also be involved in working out regulations. The
Clean Energy Package was the first time that this did not happen.

| consider this decoupling to be extremely dangerous because
political specifications are set for a technical system without ques-
tioning whether the technical system is robust enough and truly
prepared for it.



Previously, APG had to do one thing above all: function. What role do
you see for APG in the future in this new, dynamic environment of the
energy transition?

Christiner: In the course of the energy transition, we need not just
grid expansion, but also a digital transformation that enables much
more flexibility to be created - including on the customer side.

The power system will evolve from a still largely analogue, centrally
managed system into a digitalised, decentralised system where
customers play a more active role. With this in mind, we recently
joined a consortium of European grid operators that is establishing a
crowd balancing platform for Europe. This involves bringing small-
scale flexibility units onto one IT platform. That means, if you have a
device in your household that can most definitely be switched off for
15 minutes, a heat pump say, you could have that device controlled
directly. The aim is a platform on which all of this small-scale flexibil-
ity is directly connected and combined to form larger products. This
enables customers outside the traditional energy economy to access
flexibility markets.

“A gap has emerged
between market and
technology and we
need to rectify it.”

Gerhard Christiner

Gerhard Christiner,
CTO (1), and
Thomas Karall,
CFO of APG (r)




Foreword by the Chairman
of the Supervisory Board
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“The €360m of investment
projects implemented by APG

in 2020 are an important source
of impetus for the Austrian
economy - especially in light of
the coronavirus crisis - and also
an essential ingredient for the
success of the energy transition
and a sustainable, secure supply
of electricity in our country.”

Dr Peter F. Kollmann



Dear ladies and gentlemen,

I would like to sincerely thank all
Austrian Power Grid AG employees for
their successful and hard work.

Their management of the enormous
challenges posed by the coronavirus
crisis has shown that Austria can rely

on APG. A secure supply of electricity

is an important anchor of our modern
digital society. Decentralisation of work
and working from home are unthinkable
without this reliability.

APG carried out €360m of investment
projects in 2020 and thus provided

an important source of impetus for
Austria’s economy. These investments
lay the foundations for the secure
electricity supply of the future and the
sustained integration of renewables in
Austria. APG is also making an import-
ant contribution through numerous
research projects with the aim of playing
a key part in shaping the future energy
system.

Besides the Company’s encouraging
business performance, two events

last year were of particular importance
for security of supply in Austria and
therefore for APG too. Firstly, Austria’s
Supreme Administrative Court provid-
ed the final legal clarification on the
Salzburg line and, secondly, the “New
Grid Reserve” (“Netzreserve Neu") was
unanimously adopted by the National
Council. APG had been working profes-
sionally and rigorously on both issues
for many years. | would like to express
appreciation and thanks to all employees
for these efforts.

The transformation process in the ener-
gy sector is picking up speed and posing
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major challenges for the companies in-
volved. APG is playing a central role here.
Decarbonisation, decentralisation, dig-
italisation and democratisation of the
energy system require a high-perfor-
mance power infrastructure. The adop-
tion of the APG strategy and the vision
of “performing while transforming”
defined therein paves the way for us to
take centre stage in the future power
system in accordance with our social
mandate.

The Supervisory Board would like to
thank the Executive Board and all em-
ployees for the professional working
relationship of trustin 2020 and for
mastering the challenging tasks.

Dr Peter F Kollmann
Chairman of the Supervisory Board
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COVID-19

Across the world, in Austria, but also for
APG as a power grid operator, COVID-19
was a far-reaching factor in 2020 and
presented us with major challenges.
Right at the beginning of the pandemic
in Austria, on 10 March 2020, the crisis
management system was activated. Our
activities focused on the health of our
employees, maintaining APG’s ongoing
ability to operate, communicating in

a transparent and open manner both
internally and externally, and - especial-
ly in what is the biggest crisis since the
second world war - the aim of providing
security and stability for Austria’s econ-
omy and society.

Information campaign

With an eye towards providing security
of supply for Austria, APG actively sup-
ported the federal government’s mea-
sures from the outset. After consulting
with the Federal Chancellery, APG placed
advertisements in all Austrian media,

in which the message was "We ensure
your supply of electricity”. At the same
time, we issued regular press releases,
providing the public with information

on current developments in the pow-

er industry and the measures we were
taking. Through these communication
measures, APG reached over 15 million
readers in print and online media. As an
internal measure to maintain its ongoing
ability to operate, the highest standards
of hygiene, mobility, face protection
(including FFP2) and physical distancing
were established in the APG workplace
throughout the whole of last year. Apart
from during the summer, it was standard
procedure to work from home. Special
arrangements were put into effect for
the operation of control centres (includ-
ing a system of splitting up teams) and
in construction site operations (compli-
ance with the regulation stipulated by
the employer and employee represen-
tatives). Towards the end of the year,

a special test strategy was also imple-
mented in the APG workplace. To bolster
internal team spirit, a special cultural
programme was developed, the high-
light of which was the first APG cookery

book, “Cooking with He(a)rtz". Chains of
infection have so far been avoided with-
in the Company thanks to the measures
put in place and continual internal con-
tact tracing combined with immediate
testing in suspected and precautionary
cases. Despite the COVID-19 pandemic,
the APG investment programme was
fully implemented in 2020.

2020/2021 timeline

Small businesses, DIY stores,
federal gardens open

Federal

government’s
Retail, hairdressers open; upper secondary traffic light
diploma/final apprenticeship exams system

Hotel and catering industry open
in stages and schooling gradually

resumes
Ban on events eased
Immigration require-
ments tightened
Phase O Phase 1
as of 18/5/2020

:eS:dOfuarters Use of site Annual leave used

restricj:ted to headquarters for further easing Phase 2 - winter lockdow

essential extended for Phase 2 max. 50%

. the first time office capacity
operations
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The pandemic electricity consumption curve in Austria

Development since the beginning of 2020 compared to 2019; change in percent

Weekly consumption in GWh e 7019 == 2020/2021
1500
1,410/ 1,462
1400 ©
1,343
)
1300 1,315

1,165 1,155

1100 = Measures of the
federal government p-
1000 = come into force

W/Azbzs

! o, i v
| 987 ¥ (i °975 -1%
16/3/2020C: iy 1o BN B : -15%
900 | I b | v ‘ % I I [ 1
Jan. Feb. Mar. Apr. i May.: Jun. Jul. Aug. Sep. Oct. i Nov. i Dec:
Gradual opening of retail, hairdressers 1/5 } Partial lockdown 3/11 >
Gradual opening of restaurants 15/5 pi Lockdown 17/11 > .
Opening of hotel, cultural & leisure facilities 29/5 ; Partial lockdown 7/12 pi
Lockdown 26/12 B
Client: Austrian Power Grid AG Based on operating data including effects of temperature fluctuations and holidays APA commissioned chart

Return to lockdown; easing
for Christmas trade

Retail reopens?

Vaccination for critical
infrastructure?

Catering trade
reopens?

Vaccination of general
population?

Phase 2 Phase 3
asof 6/7/2020
Use of headquarters restricted “New” lity £
n . L ew” normality from
to essential operations Possible easing in Q1/2 2021 Y

Q3 2021 at the earliest
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About Austrian Power Grid
(APG)

As an independent transmission system operator,
APG is responsible for providing a secure supply
of electricity for Austria, its economy and soci-
ety. Our high-performance power infrastructure
allows us to integrate renewable energy, act as a
platform for the electricity market, create access
to low-cost electricity for Austria’s consumers
and thus form the basis of a sustainable place to
live and conduct business. In 2020, our team of
around 600 specialists once again ensured that
Austria’s electricity supply was 99.99% reliable.
Our investments of around €360m in 2020 and
our Network Development Plan amounting to
some €3.1bn are an economic engine and an
essential ingredient in achieving Austria’s climate
and energy targets. Now and in the future, we
are committed to major trends of the times:
decarbonisation, digitalisation, democratisation
and decentralisation. Through our use of state-
of-the-art technologies, we contribute to those
trends.




APG in figures 30 q

Power grid in kilometres: research projects

approx. 7,0 O O

Volume of energy drawn in
redispatching: 1,455 GWh
44,863 GWh of electr|C|ty
transmitted via the APG grid

Redispatch costs
€m

o 148
Investments by
2030: e

I m Substations/grid
switching stations:

. 64

99.99. B

reliable electricity supply

ORXXX

—1
I

X

Y
/N

Pylons: approx.

12,000
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\/
/N

XXX

Employees: approx.

600 n Re(\)/((e?ngfnin 2020:
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APG STRATEGY: manager of

2030’s secure power system

On 5 March 2020, following an in-
depth internal process, the Executive
Board presented the APG strategy to
the Supervisory Board.

Background and vision: performing
while transforming

The energy system is undergoing his-
toric change. The future of energy is
electric and based entirely on renew-
ables. This “green” energy system can
only function optimally, however, if it
is planned from end to end. We aspire
to play a part in shaping this energy
system of the future. We will manage
the secure and sustainable energy

system of the future. As system man-
ager, we will guarantee a secure and
stable supply of electricity. Through
our power infrastructure, we will
integrate entirely renewable energy
for a liveable future, especially for our
children and our children’s children.
Using state-of-the-art technologies,
we will design and develop the elec-
tricity market for a flexible and smart
grid. Delivering on reliability and our
responsibility for the system, sustain-
ability, market trends and profitability
will be the focus of all corporate de-
cisions. Under our social mandate, we
will act in a responsible, sustainable
and efficient manner.

APG strategy - our path to the future

Communication &
employee development

€

profitability

Safeguarding financing/

AN |hnovation &
N\ digitalisation

A

Market integration &
system management

|][|[| Growth

Promoting a
culture of innovation
and digitalisation

Horizontal & vertical market
/system integration

Focus on asset expansion
(grid expansion as per NDP 2020:

Strategy cluster

£3.1bn of investments)



The APG strategy will be
implemented in five key areas:
(see figure below)

Area 1: Growth

It is imperative to expand and renovate
our power infrastructure in order to
achieve the climate and energy targets
and integrate renewables on a sustained
basis. At the same time, the capacity
that this will create is a basic require-
ment for a secure supply of electricity in
the future. Part of this strategy involves
integration with other sectors (sector
coupling, Power2X). In addition to this
asset growth, APG also needs to expand
its grid operation services and its posi-
tioning within Europe.

Area 2: Market integration & system
management

This requires additional coordination
and integration of all levels and players
in the energy system or market. Further

WE WILL MANAGE THE
ENERGY SYSTEM OF THE FUTURE

Active stakeholder
management and
public relations

Forward-looking
continuing employee
development

Further development of the regulatory system

Innovative technologies,

solutions &
data management

Sustainable
system security

Increased coordination
between electricity
and gas sector

Strategic action areas

(value-based payment, e.g. for new tasks; service margin)

Greening:
across-the-board
sustainability

Protecting critical
infrastructure

Active role
in further development
of European bodies
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developing the interface between trans-
mission system operator and distribu-
tion system operator and making opti-
mum use of flexibility within the grid are
therefore central “strategic initiatives”.

Area 3: Innovation & digitalisation

A clear innovation structure and the
further development of the culture of
innovation will create more space for
research and innovation. The increased
use of innovative and digital technolo-
gies or solutions will facilitate a secure
supply of electricity and raise efficiency.
Another important aspect here is the
focus on gearing the entire Company to
sustainability.

Area 4: Safeguarding financing/
profitability

Current developments in the energy
system will have to feed through into
changes in the regulatory environment.
Under the strategic initiative “Future
regulatory regime”, we therefore aim
to derive new approaches to payment
for APG services, broadening purely
asset-based payment to an adequate
regulatory overall return.

Area 5: Communication and organisa-
tional & employee development

Our employees are the basis of APG's
success. Forward-looking employee
development combined with modern
organisational development and flex-
ible, needs-based employer branding
and staff recruitment are therefore key
foundations for the Company’'s sus-
tained success. Only attractive employ-
ers will lure the country’s best minds.
Active communication and active stake-
holder management are and will remain
essential to the visibility of APG's role
in the power system. This is the key to
gaining recognition of our social man-
date and increasing acceptance of our
investment projects.
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Security

With power grid availability at over 99.99%, Austria’s
security of supply ranks among the best in the world.
A secure supply of electricity is the basis of our
modern, sustainable, digital society.

8888

=~

Innovation

Investing in research and development, APG works
together with strong partners to find innovative,
efficient ways to enable the digital, sustainable
power system of the future.



Energy transition

As a key player in the energy market, APG is paving ;
the way for the integration of renewables through ~
its power infrastructure. This is essential to achieving
the climate and energy targets.

[ 1|

Ausfcria as a
business location

APG invested €360m in expanding and upgrading the grid infrastructure
in 2020, thereby delivering a strong boost to the Austrian economy. In total
over the next ten years, APG will invest some €3.1bn in grid infrastructure.
That is roughly 17% of the €18bn overall that the Association of Austrian
Electricity Companies will invest in grid expansion over the next decade.

L
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Electricity security

of supply

APG efficiently oversees the
lifeblood of our country -
the Austrian power grid.

Ensuring a reliable supply of elec-
tricity is a daily balancing act that
involves keeping electricity consump-
tion and generation in equilibrium at
every instant. As the energy system is
being transformed into a sustainable
end-to-end system with electricity

as its primary source of energy, the
challenges in operating the grid are
growing. The rigorous expansion of
wind and photovoltaic systems and
the increasing electrification of the
economy, industry and mobility are re-
sulting in larger and volatile electricity
flows in Austria and Europe. The fact
is that the grid expansion required is
not currently keeping pace with the
grid expansion planned (Iength of
approval processes, among other fac-
tors) as these developments play out.
More and more often, this is resulting
in grid congestion both within Austria
and throughout Europe. On 2671 days
in 2020, capacity reserves (power
plants) had to be used to prevent the
grid from becoming overburdened,
giving rise to costs of around €132m.
For the sake of comparison, thatis
enough to finance around 4,200 elec-
tric cars.

New Grid Reserve adopted by
Parliament

At the end of 2020, the “New Grid
Reserve” ("Netzreserve Neu”) - an
essential ingredient for a secure supply
of electricity during the transformation
of the energy system - was unanimous-
ly adopted by the Austrian Parliament.
This anchored a market-based sys-
tem by means of which the redispatch
capacity required to stabilise the grid
will remain available for the period as of
2022. This law is essential for a secure
supply of electricity in the coming years.

Salzburg line - the key project
under the 2020 Network
Development Plan

On 15 October 2020, the Supreme
Administrative Court (VWGH) dis-
missed the content of all appeals,
bringing to an end the years of legal
questions surrounding this project.
This legal clarification fully confirmed
APG's position and allowed Austria’s
most important power infrastructure
project to finally get off the ground.
The construction work under way since
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October 2019 is scheduled to be com-
pleted by 2024 so as to enable the
line to be put into operation in 2025.
The Salzburg line is the key project

in the current Network Development
Plan, which envisages investments of
€3.1bn in total. Other important proj-
ects include the modernisation of our
substations and network nodes, the
Weinviertel line, Germany line and Re-
schen Pass line and the Upper Austria
grid zone.

European cooperation

2020 was dominated entirely by the
work carried out together with oth-
er transmission system operators to
implement the national and European
grid models (Individual and Common
Grid Models) and the joint tools for
grid security analysis in operational
planning.

Cooperation between the European
Regional Security Coordinators on
security aspects was also taken to a
new level.

Cyber security as part of our
responsibility for security

Security is a fundamental indicator

of the quality of any company. Only
through the harmonious interaction

of occupational safety, physical secu-
rity, plant and equipment safety and
management can the transmission
security achieved in the grid meet the
high standards of quality desired for
electrical energy as a product. In recent
years, cyber security in particular has
also found a place at the top of the
business policy agenda. APG, as part of
the critical infrastructure and a member
of Austrian Energy CERT (Computer
Emergency Response Team), is in con-
stant dialogue with the responsible
authorities (Federal Ministry of the In-
terior, Federal Office for the Protection
of the Constitution and Counterter-
rorism). In parallel, a health and safety
system in the form of an integrated
management system (IMS) for the envi-
ronment, health, safety and quality has
been in operation for all APG sites since
2008 - something which is borne out
by our long-standing ISO 27001/27019
certification.

ADC






Energy transition

APG is working today on the
renewable electricity supply

of tomorrow. In a responsible
and sustainable manner.
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In Europe (Green Deal, including a target
of a 55% reduction in CO, emissions

by 2030) and Austria (Government
Programme 2020), the Company has
decided to take up the fight against cli-
mate change and implement the energy
transition. Electricity will be the central
source of energy in future. The aim is
for our country to be powered solely by
green electricity by 2030. Electricity is a
just-in-time product, meaning that sup-
ply and demand must match precisely at
every instant. Solar, wind and hydro are
dependent upon supply. Only a devel-
oped and smart power infrastructure
can connect decentralised generation
units with consumers. At the same time,
digital platform technologies allow con-
sumer flexibility to be utilised for system
services. This lays the foundations for a
successful energy transition.

Available capacity as the key to a
successful energy transition

Decarbonisation, digitalisation, decen-
tralisation and democratisation are the
defining features of the future sustain-
able energy system. In order to master
these challenges while continuing to
ensure a secure supply of electricity, it is
necessary to develop the power system

from end to end and maintain or create
capacity reserves in various areas of the
power system.

This requires the following:

additional grid capacity (immediate
expansion of the grid infrastructure in
Austria and Europe)

additional storage capacity

sufficient power plant reserves
additional opportunities for flexibility
to offset the volatility of renewables
(in particular using digital technolo-

gies)

During the transformation of the energy
system, it is particularly important to
take care not to overburden existing
power grid capacity - as overburdening
the grid leads to security risks.

Responsibility at all levels

APG is aware of its enormous environ-

mental and economic responsibility.

Through initiatives around employee and

talent development, occupational safety,

route management, species protection,

energy management and much more )

besides, APG proactively goes beyond f] :C

the stringent statutory requirements. T






Austria as a business
location, Europe and
market

Electricity powers our economy,
and APG is its reliable partner.

Boost to Austria as a business
location

In 2020, APG invested around £€360m
in expanding and upgrading the power
infrastructure so that it remains a
reliable backbone for the economy and
society going forward. On numerous
projects such as the Salzburg line, the
Weinviertel line and the substation in
Villach, important investments were
made to ensure the future availabili-

ty of a high-performance and reliable
power grid. According to an indepen-
dent study by the Economica Institut
fur Wirtschaftsforschung, this creates
€205.7m in value for the Austrian
economy. For every euro generated in
the construction industry, a further
€3.4min value is created across the
rest of the economy. Directly and indi-
rectly, the investments safequard 3,167
jobs. Every million invested enables or
safeguards a small business employing
around nine people. A total of £€167m
went directly and indirectly to regional
authorities in taxes and charges. APG’s
investments in grid expansion and up-
grade over the next ten years amount
to €3.1bn overall.

Europe and market

A high-performance, flexible and smart
grid is essential for the market and
Europe-wide access to low-cost elec-
tricity. Key milestones in this journey in
2020 included:

Intraday market: platform-based allo-
cation of intraday capacity implement-
ed at the border with Switzerland;

the new allocation procedure brings
significant efficiency improvements
for market participants and APG
Day-ahead market: preparations made
for the implementation of market cou-
pling at the borders with Hungary and
the Czech Republic (already in place
at the borders with Germany, Italy

and Slovenia); available cross-border
capacity can be utilised by the market
more efficiently

Purchasing of balancing services opti-
mised and related costs cut by

around €6m

Cost savings achieved by marketing
volumes arising from deviations in
forecasts for green energy on the
European intraday market

APG'’s active role in Europe is also evi-

dent in its chairmanship of a number of

important bodies: both the ENTSO-E

System Operations Committee and the

Working Group Critical System Protection

are chaired by APG employees. Moreover,

APG provides important services in the

context of the future pan-European data

and information communication network.

From its location in the heart of Europe,

APG helps the world's interconnected

grid system to operate in a secure, ef-

ficient and sustainable manner while at

the same time supporting the integra- )
tion of renewables into the transnational
network. For Austria. For Europe. T
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“We are working with

state-of-the-art and
‘with an eye towards |
maxin T eﬁ?cienci&” g\




Innovation

Research and development is becoming
ever more important. The use of state-of-
the-art technologies is essential to the
secure electricity supply of the future, the
success of the energy transition, the inte-
gration of all players into the energy sys-
tem and a modern business location.

We have pledged a clear commitment

to research and innovation in our 2030
strategy and see this as a key tool in our
operational portfolio. But innovation is
not a project in the distant future; it is
something that has been taking place
at APG for years. In 30 research projects
in 2020, we placed emphasis on the
following:

Flexibility (vertical
market integration)

The use of additional, partly small-scale
flexibility options will be of major impor-
tance in future. However, these cus-
tomer groups and suppliers can only be
captured efficiently using digital plat-
forms (e.g. crowd balancing platforms).
These enable small-scale potential to
be made visible and offered as system
services for the transmission system
operator’s flexibility management. We
are implementing this digital platform
in Austria by working together with the
distribution system operators on the
FlexHub project and are preparing to
also bring this on stream at European
level together with other transmission
system operators.

Drones - APG makes aviation history

We are also blazing a trail in our day-to-
day maintenance activities. For route
inspections (including maintenance,
rectification of faults, broken pylons),

for example, we are using remote con-
trol drones. Automated recordings allow
the entire inspection, maintenance and
fault detection process to be optimised.
We are thus taking the quality and
efficiency of maintenance activities to a
new level. In 2020, APG conducted the
first civilian, autonomous (beyond visual
line of sight) long-distance drone flight
over a distance of 100 km in collabo-
ration with Smart Digital and Austro
Control.

ABS4TSO

In the innovative ABS for the Power Grid
project, a smart assistance system for
power grid operations, APG is already
working in collaboration with research
partners on the solutions of the future.
The core element is a 1MW/55 kWh bat-
tery storage system. Just as anti-lock
braking systems are used in cars as a
kind of active safety system, intelligent
algorithms can be developed for bat-
tery storage systems for the purpose

of identifying within milliseconds any
fluctuations in frequency that existing
technical mechanisms are unable to off-
set and stabilising the grid. The results
of these projects will help us to navigate
a safe path through the transforma-
tion of the energy system and meet

the requirements of the new age. This
will enable APG to reliably control and
manage tomorrow's smart, flexible and
digital power system.
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The 380-kV lines 477 /478
(Vienna South, East and
South Burgenland) start
at APG'’s control centre

in Vienna's 10th district.
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Sustainable brand:
APG picks up gold
and silver

Side by side with the Austrian
people and economy - including
when times are tough. APG guaran-
tees a secure supply of electricity and
works to future-proof our country.

APG is gaining an ever higher profile - category and second place behind OBB
as a reliable and conscientious partner in the overall standing in the invest-
to the Austrian people and economy. ment category. This is both a future
It stands for the utmost in security of mandate and a future responsibility.
supply by virtue of its infrastructure
and for local investment so that the Security, stability, support, confi-
energy transition in our country can dence and sustainability
take place successfully and low-cost
electricity remains available to all con- Particularly against the backdrop of
sumers. the coronavirus crisis, APG is proud
to be recognised for its work. Even
Growing awareness and especially in turbulent times, itis
apparent that public sector and public
The 2020 Sustainable Brand Rating service enterprises are essential to the
Austria demonstrates that the people functioning of our society and a source
who live in Austria are also increasingly of security. And security is in our DNAI
aware of this fact. The independent APG brings the population stability
European Brand Institute rated the first and foremost by safeguarding
brands of public service enterprises and supply, confidence and support with
organisations based on their sustain- investments of €3.1bn in our coun-
ability performance in Austria. For this, try and awareness of sustainability by
it examined a total of 52 criteria such contributing to the energy transition.
as brand strategy sustainability, brand This forms part of its clear mandate to
leadership, communication, use of continue to fulfil its responsibility to
resources and investments for Austria.  Austrian society and to the Austrian =)
The result: gold and silver. APG took energy market, every day, every hour ,A :C

first place in the utility infrastructure and every second. S
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Media highlights
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Three-year
comparison

€m 2018 2019 2020
Revenue 8201 729.9 695.8
Earnings before interest and taxes (EBIT) 73.7 48.8 71.8
Result from ordinary activities 515 241 47.0
Net income/loss for the financial year 38.7 18.8 355
Total assets 1.764.9 1,855.0 21301
Fixed assets 1.475.1 1.628.0 1.913.8
Capital expenditure on tangible fixed assets 174.4 2445 372.9
Depreciation of fixed assets 85.0 86.3 87.8
Equity 460.2 459.3 485.1
Return on sales (ROS) 9.0% 67% 10.3%
Return on equity (ROE) 12.2% 55% 10.7%
Return on investment (ROI) 4.7% 2.8% 3.9%
Equity as percentage of assets 26 1% 24.8% 22.8%
Notional debt repayment period 10.0 1.9 1.5
Net cash flow from operating activities 212.3 195.2 191.0
Net gearing 150.1% 157.7% 185.5%
Number of employees 489 520 557
(of which apprentices) 25 23 23

Transport volume (GWh) 47,149 46,731 44,863

Austrian Power Grid AG
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About us

Austrian Power Grid (APG) is responsible for safe-
guarding the supply of electricity so that everyone
has power when they need it. As control area man-
ager, APG operates the Austrian transmission grid,
which is part of the trans-European transmission
grid operated by the ENTSO-E (European Network
of Transmission System Operators for Electricity)
Regional Group Continental Europe.

In the course of transposing the requirements of
the European Union’s Third Energy Package into
Austrian law through the 2010 Electricity Industry
and Organisation Act (Elektrizitdtswirtschafts- und
-organisationsgesetz, EIWOG 2010), VERBUND
chose the Independent Transmission Operator
(ITO) format to be the model for APG. APG re-
ceived ITO certification in a notice issued by E-
Control Austria (ECA) dated 12 March 2012.

Measuring a route length of 3,428 km and with
6,965 km of connected lines and 64 substations
and switching stations, the APG grid is the back-
bone of Austria’s power supply. APG's power grid
ensures the trans-regional exchange of electricity
between energy providers and consumers both
within Austria and internationally, thereby guaran-
teeing a stable supply to distribution grids.

APG's infrastructure ensures Austria’s supply of
electricity. It is essential to the integration of re-
newables and also functions as a market platform.
APG's power grid is the lifeblood of Austria’s econ-
omy and society.

Highlights of 2020
The annual report presents the main developments

that had a substantial impact on APG's activities in
2020.

Austrian Power Grid AG

Hampered by the moderately negative impact of
COVID-19, 2020 was a financial year marked by
numerous challenges and the successful accom-
plishment of key milestones:

» Salzburg line: Decision handed down by the
Supreme Administrative Court (VwWGH) dismiss-
ing the content of all appeals and thus confirm-
ing approval of the environmental impact
assessment (EIA)

» Grid reserve enshrined in law as a market-based
system to ensure security of supply

» Innovative measures to create a standardised in-
terface (FlexHub) for transparent and non-
discriminatory integration of flexibility options
and small-scale providers

» Preparations to implement the Clean Energy
Package for All Europeans (CEP), which requires
70% of transmission capacity to be made availa-
ble for cross-border trading

» Measures to address APG’s future business
focus and management in connection with SAP
S/4HANA technology

» Project to adapt the existing regulatory regime
to the changes in APG’s business model

All measures take place with an eye towards ensur-
ing adequate profitability for APG's owners.

An integrated annual report was prepared for
financial year 2020 to incorporate the topic of sus-
tainability, with the focus on sustainable habitat
management. The topic’s inclusion in the inte-
grated report enables it to reach a wider audience
and underscores the importance that APG attaches
to it. The annual report also provides several exam-
ples illustrating APG's rigorous work on research
and innovation.

Finally, the annual report presents APG's financial
performance indicators and its risk and opportunity
management, along with the outlook for 2021. For
further details, please refer to the notes to the fi-
nancial statements.

The electronic version of the Annual Report 2020 can
be downloaded at http://www.apg.at/en/about-us.
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Developments in grid operation

High demand for congestion management

APG is Austria’s independent power grid operator,
controlling and taking responsibility for the trans-
regional electricity transmission network. The dy-
namic pace of change in Europe's energy industry
and the policy goal of achieving decarbonisation -
especially in combination with the progressive
expansion of wind and photovoltaic power - are
resulting in increasing and volatile electricity flows.
Since the necessary expansion of the grid infra-
structure often fails to keep pace with these devel-
opments due to long administrative processes, grid
congestion is becoming a more frequent occur-
rence both within Austria and within the European
power grid.

In 2020, APG transmitted 44,863 GWh via the
220/380-kV grid. A multitude of measures had to
be taken in order to manage congestion in coordi-
nated grid operations, including extensive conges-
tion management measures at power plants (redis-
patching). The volume of energy drawn from power
plants in the APG control area in 2020 as part of
this management activity totalled 1,455 GWh and
was predominantly sourced from gas power plants
in the east.

The congestion in the APG grid was caused by
strong, largely wide-ranging north-south and
west-east flows of electricity. These often
stemmed from the need to shut down lines for
maintenance or grid expansion work. Following a
spring of intense redispatching, the second half of
the year saw a reduced need for such intervention
in Austria compared with previous years, due to an
improvement in hydropower generation in Austria
driven by the water supply and reduced electricity
consumption throughout Europe against the back-
drop of COVID-19. In 2020, frequent use was also
made of power plants in the APG control area to
manage grid congestion outside Austria, mainly in
Germany.

Austrian Power Grid AG
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The total expense for the congestion management
measures implemented by APG in the APG control

area in 2020, including costs to secure redispatch

capacity, amounted to around £202.5m, approxi-

mately €132.4m of which had to be borne by APG.

The remainder was passed on to other grid opera-

tors.

Securing sufficient redispatch capacity through
congestion prevention

Under Section 23(2)(5) of EIWOG 2010, APG is re-
quired to identify any congestion in the transmis-
sion grid and take appropriate measures to pre-
vent, eliminate and overcome it. This requires
sufficient redispatch capacity, which can be drawn
upon where necessary as a congestion manage-
ment measure at power plants.

In the past year, this capacity was secured through
the congestion prevention agreements entered
into in 2018. The capacity contracted for the period
from 1 October 2018 to 30 September 2021
amounts to between 3,100 and 3,600 MW
(depending on the ambient temperature). In 2020,
this reserve capacity was used on a regular basis to
prevent grid congestion and at times had to be
drawn upon in full. It was primarily this proactive
approach to securing capacity from flexible power
plants that enabled APG to ensure grid security
and thus security of supply.

Alook forward to the new regime:

grid reserve under Sections 23a ff of EIWOG 2010
The grid reserve’s enshrinement in law as a market-
based system to efficiently manage the dynamic
changes in the energy sector is essential to achiev-
ing the targets under the Renewable Energy Devel-
opment Act (Erneuerbaren-Ausbau-Gesetz, EAG).
In terms of ensuring the necessary redispatch ca-
pacity on a long-term basis, the focus in 2020 was
therefore entirely on a new legal framework.
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Amendment of EIWOG at the end of the year
Following the amendment of EIWOG 2070 at the
end of the year, it is now certain that, for the pe-
riod as of 1 October 2021, this capacity will have to
be contracted as a grid reserve through a new pro-
curement process. The new provisions, which were
published in the Federal Law Gazette on 7 Janu-
ary 2021 (BGBI. I No. 17/2021), ensure the contin-
ued operation of power plants that are relevant to
congestion management and essential to guaran-
teeing security of supply.

Market-based system
In place of cost-based payment, the new provisions
governing the grid reserve provide for a tender
procedure based on offered prices. The new legal
framework contains significant incentives with a
view to expanding the pool of bidders, for example
by taking into account the potential for demand-
side response.

Mandatory closure notifications/prohibition

on closure
In addition, with larger power plants required to
provide notification of closures in future, the cer-
tainty in planning grid operations has been in-
creased significantly. Finally, the requlatory au-
thority will be able to decide to impose a
prohibition on the closure of systemically important
power plants if grid reserve requirements cannot
be met through the competitive procedure; as a
last resort, this safequard is an enormously im-
portant tool for discharging APG's duties in ensur-
ing security of
supply in Austria.

Austrian Power Grid AG

System analysis by the transmission system
operator
The system analysis mandated to be carried out by
the transmission system operator in order to de-
termine the requirement for reserve capacity
will increase transparency. This required capacity
will then be procured through a competitive and
transparent procedure. The statutory provisions
specify who is eligible to participate, with the pro-
cedure open to Austrian and European generation
plants as well as aggregators and consumers.

For the first system analysis, which is required to be
completed by the end of February 2021, numerous
analyses were conducted in 2020 as part of a com-
missioned study. APG is therefore best prepared
for the new procedure.
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Impact of COVID-19 on APG

Activation of APG's crisis management system

On 10 March 2020, after the government pre-
sented drastic measures to combat COVID-19,
APG's crisis management system was activated.
All crisis management measures focused on main-
taining APG's ongoing ability to operate.

APG employees mostly working from home or under
special precautionary protocols

On 15 March 2020, around 500 employees started
to work remotely.

As soon as lockdown began, APG enabled its em-
ployees to work from home and also provided the
necessary resources and delivered them to door-
steps.

In order to protect staff and ensure security of
supply, all employees have since been working un-
der special hygiene and precautionary protocols,
with teams in control centres and other sensitive
areas split up at various sites.

In the summer, it was possible to increase the use
of office space at APG headquarters back up to
50% and ease certain precautionary measures.

In the autumn, however, rising infection numbers in
Austria and Europe meant that precautionary
measures had to be gradually increased and home
working expanded again, including at APG.

A labour-management agreement was put in place,
specifying which measures must be applied based
on the assessment of the risk according to the fed-
eral government’s COVID-19 traffic light system.
This enabled APG to respond immediately to re-
gional differences in virus developments on a site-
by-site basis. By way of a guideline, the labour-
management agreement on employee safety and
accompanying organisational measures around
COVID-19 provided and continues to provide clar-
ity and legal certainty over all the relevant
measures.

In addition, regular virtual presentations on han-
dling the current situation were and continue to be
initiated by the health management team. As APG
was working at full capacity, there was no need for
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short-time working. However, annual leave was
greatly reduced with a view to making a contribu-
tion to society as a whole.

Chains of infection have so far been avoided within
APG thanks to the measures put in place and con-
tinual internal contact tracing combined with im-
mediate testing in suspected and precautionary
cases.

Moreover, a working group was launched to ad-
dress "COVID-19 lessons learned” so that adjust-
ments can be prepared for working from
home/teleworking, physical layout of space, tools
and culture in the post-coronavirus world.

Impact of COVID-19 on APG's construction activities
All construction projects were temporarily sus-
pended when the crisis management system was
activated; on 6 April 2020, construction activity
was resumed subject to the precautionary
measures set out in the practical guidelines speci-
fied by the employer and employee representa-
tives.

As many of APG's construction projects are mainly
on open-air building sites, it was possible to effec-
tively manage the effects of COVID-19 following an
initial temporary suspension of construction work
from mid-March until around the beginning of
April 2020. The practical guidelines specified by
the employer and employee representatives served
as an important source of guidance on the building
sites. In addition, APG's occupational health and
safety plans were amended in line with the new
situation. Contractors drew up appropriate action
and hygiene plans in consultation with the occupa-
tional physicians responsible. These measures,
such as a system of splitting up teams, staggered
use of building site facilities, stricter hygiene
measures and changes to team transportation
arrangements and construction materials logistics,
also helped to adequately maintain building site
operations more or less on schedule despite
COVID-19.

While capital expenditure was very high, COVID-19
did not therefore result in any underutilisation in
2020. Unless thereis a sustained improvement in
the situation, however, the possibility of negative
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effects on projects going forward cannot be ruled
out entirely. Official procedures and approvals re-
quiring a larger number of participants, such as
easement procedures, procedures under forestry
and nature conservation law, negotiations with
landowners and cooperatives for road maintenance
and management, were subject to certain delays
that may impact on project schedules from

spring 2021 onwards.

Impact of COVID-19 on the situation in the APG grid
In the first lockdown, Austria saw a sharp drop in
load, which was down by around 14% at the begin-
ning of April. The lower load resulted in higher
voltages at times, although these remained
manageable with grid control techniques. Nothing
unusual was observed on the market side with the
exception of the temporary sharp fall in market
prices. The drop in consumption was also a signifi-
cant factor in the year-on-year reduction in con-
gestion management costs in 2020. Likewise,
volume-dependent grid usage revenues (both
national and international) declined.

Austrian Power Grid AG

Economic impact of COVID-19 on APG
COVID-19's relatively minor negative impact on
APG'’s finances can be summarised as follows:

» Impact on volume-dependent national and in-
ternational grid revenues, which showed a de-
cline year-on-year due to the drop in load in
Austria and Europe

» Minor impact on personnel expenses and other
operating expenses

» Capital expenditure fully utilised again and low
additional costs incurred as a result of the tem-
porary suspension of construction work

As earnings volatility under the Austrian Commer-
cial Code (Unternehmensgesetzbuch, UGB) is
smoothed by recognising regulatory accounts,
APG’s net income under the UGB shows almost no
visible effect of COVID-19; however, a negative
effect on profit or loss was reported in VERBUND's
consolidated financial statements (IFRSs) as a
result of COVID-19.
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Market trends

Energy market developments

Futures market prices lacked a consistent direction
in 2020", instead moving sideways while plunging
and rising for short periods. The most notable drop
in prices occurred at the beginning of the corona-
virus crisis in March of this year. On the European
Energy Exchange (EEX) in Leipzig, front-year con-
tracts for Cal-21baseload power in the Austrian
market area fell to €36.50/MWh (day of trading:
23 March 2020) compared with a settlement price
of €46.68/MWh at the beginning of the year (day
of trading: 2 January 2020). Within a few weeks,
an upward price correction got under way, and in
mid-April contracts were again being traded at
prices above €40/MWh. In the fourth quarter,
there was another sharp rise to £€50.15/MWh
(closing price on 29 December 2020) due primarily

to a rise in the price of CO; emission rights and gas.

As in recent years, electricity prices were driven
mainly by gas prices and the COz emission rights
market. Carbon futures prices (mid-December
2020) climbed to €30.81/tCO; by the end of the
year (closing price on 14 December 2020). On the
gas market, the Central European Gas Hub (CEGH)
day-ahead gas price dropped to an all-time low of
€4.81/MWh around the middle of the year (day of
trading: 22 May 2020). Prices then recovered to
€1751/MWh (day of trading: 30 December 2020).

APG's market activities

Grid control: optimising the procurement of

balancing services
Costs for balancing services were further reduced
to €43.2m in 2020 (2019: €49.5m). The total costs
for 2020 break down as follows: €3.6m for fre-
quency containment reserve (FCR), €26.7m for au-
tomatic frequency restoration reserve (aFRR),
€13.2m for manual frequency restoration reserve
(mFRR) and €-0.4m for unintended exchange.

There are currently eight suppliers for the FCR
market, 14 for the aFRR market and 16 for the

mMFRR market, with an additional supplier presently
in pre-qualification for aFRR.

' Source: http://www.eex.com/de/marktdaten
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In Austria, intraday tenders for balancing energy
were successfully implemented for aFRR and mFRR
in December. Balancing service providers can now
submit intraday energy bids without a contract be-
ing awarded in the tender process (free bids). APG
has therefore implemented a key requirement of
the EU Internal Electricity Market Regulation.

In 2020, APG again worked hard to improve inter-
national balancing service collaborations with the
aim of further stabilising balancing service costs. In
February 2020, joint procurement of aFRR was
successfully brought on stream with Germany after
joint, optimised activation of aFRR had already
been in place since 2016. Depending on which
country has lower bid prices for aFRR, up to 80 MW
can thus be purchased across the border and later
used for activation within the collaboration. A col-
laborative arrangement for coordinated activation
of mFRR was also implemented with Germany in
2020. These pioneering projects helped to reduce
balancing service costs by around 20% compared
with the previous year and keep them stable at a
low level. Germany and Austria thus continue to
lead the way in Europe and set new standards in
terms of product requirements, process design,
harmonisation and market integration.

In the summer, within the international FCR collab-
oration that joins APG with ten transmission sys-
tem operators (TSOs), the market design was suc-
cessfully converted to four-hour products and
daily tenders, in each case on the day before the
delivery date. This improves competitive conditions
between suppliers and technologies and, in partic-
ular, increases the appeal of flexibility options
available in the near term.
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Auctioning of cross-border capacity
APG auctions off cross-border capacity in the form
of annual and monthly products as well as for indi-
vidual borders for both the day-ahead and the
intraday market exclusively through the Joint Allo-
cation Office (JAO). For many borders, capacity is
allocated implicitly through the electricity
exchanges (market coupling). APG's auction pro-
ceeds from the management of cross-border lines
totalled €100.2m in 2020 (2019: €110.3m).

Responsibility for central procurement of energy to

cover system losses
As the central purchaser, APG procures around
97% of the energy needed to cover system losses
for the majority of Austrian grid operators; this
equates to approximately 3 TWh per year. In doing
so, APG ensures the market-based procurement
activities necessary to cover system losses. Re-
maining shortfalls are offset through daily spot
trading on the electricity exchanges. The partici-
pating grid operators are supplied daily with the
energy volumes needed to cover their system
losses.

Wind marketing
On behalf of Abwicklungsstelle fur Okostrom AG
(Green Electricity Settlement Austria, OeMAG),
APG markets volumes arising from deviations in
forecasts for green energy on the European intra-
day market. This reduces imbalances for the eco-
balancing group and for the entire control area.
Due to the generally better prices on the exchange
and because balancing energy is avoided, this re-
duces costs for the OeMAG balancing group and
improves control quality for APG. The cost savings
amounted to approximately €17.5m by the end of
November 2020, testifying to the added value of
efficient, market-based, transparent solutions.
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New model for balancing energy management

The balancing energy price model implemented in
2019 was further developed in 2020. Whilst 2019
saw the implementation of urgent provisions under
European law (direct link between prices for acti-
vated control power and balancing energy prices)
and a new framework governing cost allocation, the
enhancements in 2020 provided a stronger incen-
tive for market participants to support the system.
The new balancing energy price model was pub-
lished for consultation in the autumn. It is expected
to enter into effect in mid-2021 following due con-
sideration of the feedback from the consultation
and approval by the regulatory authority.

Inter-TSO compensation (ITC)

ITC is a multilateral, contractually governed com-
pensation mechanism for the grid usage costs as-
sociated with the cross-border supply of electrical
energy. The compensation payments are required
to be borne by all TSOs according to the costs-by-
cause principle. APG continues to be a transit
country due to its location in central Europe. It
therefore generated ITC revenues of around
€12.7min 2020.

Innovation FlexHub: vertical market integration
Leveraging flexibility in the Austrian power grid is
one of the success factors critical to the energy
transition. One of the ways in which this is to be
achieved is through vertical integration of the elec-
tricity markets. APG is therefore taking innovative
measures to implement a standardised interface
(FlexHub) for transparent and non-discriminatory
integration of flexibility options and small-scale
providers for the provision of aFRR. Working in
partnership with stakeholders, it thus intends to
establish standards that specify, for example, how
industry, businesses, households and small-scale
producers can participate in the electricity market.
A key ingredient here is intensive coordination be-
tween transmission and distribution system opera-
tors. New digital technologies form the basis for
this vertical market integration.

In 2020, APG set up the first prototype FlexHub
and tested it successfully in the course of a demo
day. New technologies such as blockchain and
other decentralised IT approaches were investi-
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gated to determine to what extent they are suita-
ble for such applications. An improved version of
the prototype - the minimal viable product (MVP) -
is expected to be putinto operation as early as
2021 For this, initial activation of aFRR from de-
centralised plants will be carried out together with
distribution system operators, market participants
and selected partners in industry. This would be an
absolutely pioneering achievement in Europe and
underscore APG's position as one of Europe’s most
innovative TSOs.

In 20271, APG also plans to take an equity stake un-
der company law in international initiative Equigy.
Equigy is an alliance formed by several European
TSOs with a view to developing and implementing a
standardised European FlexHub.

Further developments in the intraday market

In September 2020, following intensive prepara-
tions, platform-based allocation of intraday
capacity was implemented at the border with Swit-
zerland. This replaced the long-standing system of
allocation by telephone. As Switzerland is excluded
from European continuous intraday trading (SIDC),
there are bilateral processes in place between APG
and Swissgrid at this border. The new allocation
procedure brings substantial efficiency improve-
ments both for market participants and for APG.

Further developments in the day-ahead market

In 2020, APG continued to work on implementing
market coupling at the borders with Hungary and
the Czech Republic. At present, capacity at these
two borders is allocated via explicit day-ahead auc-
tions. In future, the cross-border capacity available
daily will be allocated implicitly over the exchanges,
as is already the case at the borders with Germany,
Italy and Slovenia. This will allow available cross-
border capacity to be utilised by the market more
efficiently. The implementation of the project will
see APG coupled at all border points in accordance
with the European target model for the day-ahead
market. This is expected to have positive effects on
Austria’s liquidity. The new processes are sched-
uled to come into operation in spring 2021.
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Increasing and improving transparency

APG is fully compliant with transparency require-
ments and ensures it meets all its publication and
reporting obligations.

Publication requirement: Electricity Market

Fundamental Information Platform (EMFIP)
The conversion of the market design within the
international FCR collaboration to four-hour prod-
ucts and daily tenders in the summer and the intro-
duction of the balancing energy market in
December of this year resulted in new publication
requirements for APG, which were implemented
accordingly. Preparatory work was also carried out
for the additional publication requirements that
will arise as a result of the future European plat-
forms for the optimised exchange of control power.
In addition, the mandatory implementation of joint
settlement rules for each unintended exchange
necessitates the implementation of a joint data
platform (as part of the existing European trans-
parency platform), on which work began in 2020.

Publication requirement: Regulation on Wholesale

Energy Market Integrity and Transparency (REMIT)
In addition to prohibiting insider trading and mar-
ket manipulation, Regulation (EU) 1227/2011
requires all market participants to publish inside
information. Commission Implementing Regulation
(EU) 1348/2014 defines which data must be trans-
mitted by market participants to the Agency for
the Cooperation of Energy Regulators (ACER) for
the purpose of monitoring the European market.
The main item on the agenda in 2020 was the de-
bate over the introduction of REMIT fees. Following
a European Commission consultation, these fees
must be paid to ACER by all entities reporting data,
and therefore by APG too, as of 2021 - contrary to
the position adopted by APG and other TSOs.

Publication requirement: Persons Professionally

Arranging Transactions (PPATs)
REMIT also requires PPATs to monitor the marketin
light of the prohibition on insider trading and mar-
ket manipulation and to notify the regulator if
there are grounds to suspect a breach. Inits role as
a PPAT with regard to the organisation of the bal-
ancing energy market in Austria, APG once again
fulfilled its monitoring and reporting obligations
and sent a notification to the regulator in 2020.
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Economic trends

Earnings performance in 2020

Operating profit - APG's key earnings measure -
came to £70.2m, a sharp increase on the prior-
year-figure of €43.8m, which had been depressed
by one-off effects attributable to interest rate ad-
justments.

This result was positively impacted above all by the
high level of investing activities and a resulting in-
crease in the regulatory asset base (RAB). 2020
was also weighed down by one-off effects
attributable to social capital and interest rate
adjustments. In addition, the high investment vol-
ume resulted in an increase in headcount and cost-
reimbursement projects combined with a rise in
operating costs, although these were strictly
managed.

Investing activities/RAB
An adequate regulatory capital return was posted
as a result of capital expenditure (net investment)
in the amount of €360.3m, which represents the

basis for the standard capital cost reimbursements.

The highest level of annual investment in APG's
history led to an increase in the RAB from
€£1,458.4m to €£1,691.5m, full utilisation of capacity
across the Company and an increase in own work
capitalised.
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Social capital (employee benefits relating to

pensions and termination benefits)
The line items “Expenses for termination benefits”
and “Cost of old age pensions” in the income
statement show an expense in the amount of
€4.5m. This figure is primarily attributable to actu-
arial losses in the amount of €1.7m. These losses
are due, in turn, to the change in interest rates for
termination benefits from 0.75% to 0.50% and for
supplementary health insurance from 1.00% to
0.75%. Changes in headcount accounted for a fur-
ther €-1.6m. By contrast, the positive performance
of 4.82% from pension plan assets (€+1.5m) had a
favourable impact.

Liability for investment reserves (presented under

the balance sheet item “Other liabilities”)
The investment reserves represent regulatory lia-
bilities from the past. The provision recognised
(including the interest component) serves to com-
pensate for the annual repayment obligation. As
the interest rate for long-term obligations of
1.00% in 2019 decreased to 0.50% in 2020, the
remeasurement of the liability for investment re-
serves resulted in a negative effect on netincome
in the amount of €3.9m.

EPEX investment income
Since 2015, APG has been a shareholder in the
holding company for Gestionnaires de Réseau de
Transport d'Electricité (HGRT), which consolidates
all of the shares (49%) held by the TSOs (Elia, RTE,
Swissgrid, Amprion, TenneT, APG) in the EPEX
SPOT electricity exchange. APG's equity invest-
ment was an important milestone in Austria’'s fur-
ther integration into the Central and Western Eu-
rope electricity trading area. In 2020, investment
income was additionally generated in the amount
of €£500.0k.
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Selected business projects in 2020

Below you can find a summary of a selection of
business projects which have significant implica-
tions for the Company'’s figures or business pro-
cesses.

Switch to business partners
Between March and September 2020, APG
switched from accounts receivable and accounts
payable to business partners as a necessary step in
preparation for its planned migration to SAP
S/4HANA.

In the course of the parallel process of cleansing
the master data, the number of active data records
was reduced by more than 35%.

Despite the difficult environment as a result of
COVID-19, the project remained on schedule and
on budget.

‘Systems, Processes, Integrated and Digitalised”

(SPIDI) project
In 2020, APG devoted considerable time and
attention to activities around SAP S/4HANA and
digitalisation. To ensure that this project is imple-
mented efficiently and effectively, it is following
the SAP Activate four-phase approach. The follow-
ing activities were carried out in this context:

» SAP Activate prepare phase: finalising cross-
functional evaluation and analysis of pain points
and potential to increase the productivity and
efficiency of business processes using end-to-
end thinking.

» Working out possible strategic options in
connection with the operating strategy (on-
premises versus cloud) and product strategy
(best of breed versus good enough).

» Implementing a test system and conducting a
tender for the purposes of selecting a service
provider for the SAP Activate explore phase and
project management.

» Devising a conceptual business model that en-
compasses APG's business focus and manage-
ment. The results will subsequently underpin the
implementation of SAP S/4HANA.
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As the scope of the project embraces all major
business processes, itis taking place in close con-
sultation with the VERBUND Group, first and fore-
most to ensure that the financial reporting, consol-
idation and planning processes are uniform and
ITO-compliant. The project will continue to support
the business side as well as the whole of APG in
2027 and the years ahead.

Legal developments

Salzburg line: VwWGH confirms APG project

The final decision on the construction of the Salz-
burg line has been in place since March 2019. Con-
struction work was therefore promptly initiated in
October 2019 with an eye towards the energy
transition and providing a secure supply of elec-
tricity for Austria. The Supreme Administrative
Court (VWGH) has now reached a final decision on
the appeals brought by various opponents of the
project. In the judgement handed down on

15 October 2020, the Court dismissed the content
of all appeals and thus confirmed approval of the
environmental impact assessment (EIA). The deci-
sion centred on various legal questions, for exam-
ple regarding the local jurisdiction of the Salzburg
state government as the EIA authority, the classifi-
cation of “route clearance” as deforestation under
forestry law and the interpretation of the Strategic
Environmental Assessment (SEA) Directive in con-
nection with the Network Development Plan.
Following the Court’s decision, all legal channels
through which objections to the line could be sub-
mitted have now been exhausted.

Renewable Energy Development Act (EAG)

The draft Renewable Energy Development Act
(Erneuerbaren-Ausbau-Gesetz, EAG) was pub-
lished for consultation on 16 September 2020. The
consultation period ended on 28 October 2020.
APG submitted a comment letter, which is publicly
available at https://www.parla-
ment.gv.at/PAKT/VHG/XXVII/ME/ME_00058/
index.shtml#tab-Stellungnahmen (German only).

The EAG is intended to establish the legal frame-
work for achieving European climate and energy
targets, and in particular the Austrian federal gov-
ernment’s target of a 100% renewable electricity
supply by 2030, and mainly includes the changes
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to the national subsidy system for renewable
energy. These provisions are aimed at maximising
market integration of renewables and preventing
any unnecessary distortion of competition.

Decision by the ACER Board of Appeal regarding
System Operation Regions (SORs)

SORs combine transmission system operators, bid-
ding zones, bidding zone borders, capacity calcula-
tion regions and outage coordination regions.
Regional coordination centres are required to be
established in each of the SORs defined.

After the European Network of Transmission Sys-
tem Operators for Electricity (ENTSO-E) contested
ACER Decision No 10/2020 of 6 April 2020 on the
definition of SORs, the ACER Board of Appeal dis-
missed this ACER decision on 2 October 2020 and
thus upheld ENTSO-E's objection. The case was
therefore remitted to ACER for it to decide anew.
ACER is bound by the Board of Appeal’s legal opin-
ion. The Board of Appeal bases its dismissal of the
decision on ACER's failure to adequately state the
reasons for its amendments to the ENTSO-E pro-
posal on the South West Europe System Operation
Region (SWE SOR) and the Greece-lItaly System
Operation Region (GRIT SOR) in accordance with
Article 36(1) of Regulation (EU) 2019/943.

Establishment of Energiewirtschaftlicher
Datenaustausch GmbH (EDA)

In summer 2020, APG established EDA together
with 14 other Austrian grid operators. The share-
holder agreement and the master and cooperation
agreement, which covers detailed rules on the mu-
tual collaboration among the 15 grid operators in
the newly established company, were signed on
20 July 2020. EDA was entered in the commercial
register on 10 October 2020. The establishment of
a dedicated entity to handle the exchange of
energy industry data between grid operators and
other market players shows the considerable and
growing importance of data exchange in the en-
ergy industry. On behalf of the shareholders, EDA
will offer extensive services around the digital ex-
change of energy data that fulfil future market-
and regulatory-related tasks. EDA is to play a pio-
neering role in energy industry data exchange in
the European energy market and be seen as a
shining example of how to handle highly sensitive
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information. APG holds 6.66% of EDA's ordinary
share capital and is represented on its advisory
board and personnel committee as well as at the
general meeting.

Recognition of provisions for pending proceedings in
the annual financial statements

Supplementary billing of APG by TenneT for

congestion management and redispatch
In 2016, there was a legal amendment in Germany
regarding power plant remuneration (Sec-
tion 13a(2) of the German Energy Industry Act
(Energiewirtschaftsgesetz, ENWG) in conjunction
with Section 5), based on which opportunity costs
can be billed retrospectively back to 2013. TenneT
was therefore required by the Federal Network
Agency for Electricity, Gas, Telecommunications,
Post and Railway (Bundesnetzagentur, BNetzA) to
enter into an agreement with APG on a waiver of
the statute of limitations for any resulting claims
back to 2013. An agreement is currently expected
in the first half of 2021

Actions seeking compensation for economic
disadvantages resulting from a reduction in wind
power feed-in
As claimants invoking Section 23(9) of EIWOG
20710, several wind farm operators are seeking ap-
propriate compensation from APG for the eco-
nomic disadvantages resulting from a reduction in
wind power feed-in.

APG believes that there is no contractual claim, nor
can such a claim be derived from the law, as the in-
struction from APG as control area manager was
not issued directly to the producer, but to the dis-
tribution system operator, which in turn ordered
the wind farm operators feeding into the grid to
reduce feed-in. The outcome of the proceedings is
currently uncertain.

Further court proceedings
Aside from the above, there were no significant
court proceedings in 2020.
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Regulatory developments

The regulatory method used by APG is a combina-
tion of the cost-plus and revenue cap models.
Reasonable expenses are established on the basis
of the last set of annual financial statements pub-
lished and the investment planning as part of the
annual cost-finding process. Furthermore, differ-
ences between budgeted and actual revenues are
rolled up based on statutory provisions. The RAB
represents the basis for the standard capital cost
reimbursements and records a risk-adjusted regu-
latory capital return.

2020 tariff review

In this year's process, the weighted average cost of
capital (WACC) was again set with reference to
establishing a multi-year rate of 4.88% before tax
and confirmed until the end of the 2022 tariff
period. In addition, a mark-up of 0.32% was again
offered as an incentive for new investments.

Despite high capital expenditure, the tariff basis
for APG’s gross and net tariffs fell slightly year-on-
year, by 0.8% to £€303.6m. This is due mainly to
the use of the regulatory account to mitigate in-
creases in costs and to the roll-up of congestion
management/prevention costs from 2019, which
had the effect of reducing expense.

The overall tariff basis, including level 3 costs, sys-
tem losses and system services, declined by 1.8%

compared with the previous year to around €355m.

The basis for the grid loss charge for all three levels
fell by 15.4% year-on-year to around £29.3m due
to a sharp drop in price levels.
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“‘New Regulatory System” project

One of the main functions of any regulatory frame-
work is to guide activity towards an optimum over-
all economic outcome. For power grid operators,
this mainly meant expanding and providing infra-
structure. Itis therefore not surprising that the
emphasis of the current regulatory model for APG
is purely on incentivising capital expenditure
through the WACC.

The energy industry is undergoing fundamental
change, however, and APG sees itself as a central
enabler of the energy transition. In addition to the
expansion and renovation required in the power
grid, economic reasons increasingly necessitate
operational measures; thatis, new, innovative and
smart solutions such as vertical market integration
using FlexHub or sector coupling. The problem with
the current regulatory system is that operating ex-
penses are matched merely by compensation for
the associated costs and therefore too few incen-
tives are provided to push OpEx options for the
overall economic good.

With this in mind, APG has initiated a project to de-
vise a new regulatory model in collaboration with
an external adviser, in which APG’s role as market
facilitator and enabler in achieving the energy
transition is being emphasised, the challenges are
being spotlighted and solutions worked out. In
2020, a position paper and a concrete legislative
proposal in this regard were prepared. The task in
the coming years will be to gradually implement
those solutions.
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International activities

APG as a driving force in shaping the European
environment and tools

Following the entry into force of numerous network
codes (NCs) and guidelines (GLs) in Europe in re-
cent years, some of them under the technical di-
rection of APG, the focus in 2020 was on complet-
ing and implementing the regional transmission
system operator (TSO) collaborations, implement-
ing the national and European grid models (Indi-
vidual and Common Grid Models) and the joint
tools with other TSOs for grid security analysis in
operational planning.

Among other things, the terms and conditions of
collaboration were established for the two central
European Regional Security Coordinators (RSCs)
TSCNET and CORESO, enabling the operational
implementation and application of the operational
methodology decided in the Capacity Calculation
Regions (CCRs).

In further developing grid operations planning,
APG marked an important milestone by reaching
completion in developing the national grid models.
APG has thus assumed a leadership role in Euro-
pean grid security analysis.

APG'’s proactive involvement in shaping European
grid operations and the European electricity mar-
ket is also evident in its chairmanship of certain
international bodies. Besides chairing the highest-
level ENTSO-E body dedicated to system opera-
tions, the System Operations Committee, APG also
took on other important roles in 2020, including as
lead of the ENTSO-E Working Group Critical Sys-
tem Protection. Moreover, APG provides important
services in the context of the future pan-European
data and information communication network.

CEP - new energy legislation comes into force
The Internal Electricity Market Regulation and
Directive entered into force on 4 July 2019.

70 per cent rule
Of particular importance is the provision that be-
came effective on 1 January 2020 requiring 70% of
transmission capacity (taking account of opera-
tional security and contingencies) to be made
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available for cross-border trading. Like most Euro-
pean countries, Austria requested a temporary ex-
emption in this case, which was approved by E-
Control for the duration of 2020.

In the course of implementing this 70 per cent rule,
or implementing the measures associated with the
exemption, new capacity calculation and validation
models were developed in 2020, enabling the min-
imum capacity requirement to be factored into op-
erational and security-critical processes. Specifica-
tion and allocation of the necessary IT tools was
completed back in the summer of 2020. Both tools
are now in the development phase and are cur-
rently scheduled to be put into service and inte-
grated into capacity calculation processes at the
end of the first half of 2021 after being success-
fully tested. Also in 2020, cross-border collabora-
tive arrangements for grid security measures were
successfully extended to include two further cross-
border redispatching agreements with the trans-
mission system operators in Switzerland and Croa-
tia. An additional agreement with the Hungarian
transmission system operator is currently at the
preparation stage.

To enable it to complete the systems required for
capacity calculation and also address other factors
beyond APG's control, such as loop flows from
other countries, APG also requested exemptions
for 2021, which were approved by E-Control in ac-
cordance with the relevant European provisions.
Exemptions are also required in numerous other
European countries in 2021.

While implementing the aforementioned measures,
APG worked together with Vorarlberger Ubertra-
gungsnetz GmbH on a series of electricity market
and grid analyses to fully investigate how immedi-
ate implementation of the 70 per cent requirement
would affect the Austrian transmission grid. Ac-
cording to the results, immediate implementation
of the requirement would lead to considerable,
widespread overload on the Austrian transmission
grid. The results were summarised in a hotspot re-
port, which was accepted by E-Control by way of
an official decision. The climate protection ministry
responsible (Federal Ministry for Climate Action,
Environment, Energy, Mobility, Innovation and
Technology) then resolved to prepare a national
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action plan, which was adopted by the Federal Min-
ister in December 2020. Besides the grid expansion
and upgrade projects that are especially important
for the increase in grid capacity required over the
long term, the action plan contains numerous other
measures to improve or enhance congestion man-
agement at national and international level with a
view to achieving the minimum capacity of 70% re-
quired by the Internal Electricity Market Regulation
for cross-border electricity trading by the end of
2025. In the period up until then, the minimum ca-
pacity must be gradually increased each year along
a linear trajectory, starting from 18.4%.

Austrian Power Grid AG

53

Further implications of the CEP for APG
Notable examples besides the 70 per cent capacity
rule for cross-border electricity trading include the
preparation of the tasks of the regional security
coordinators (RSCs) and the development of a Eu-
ropean method for assessing the adequacy of re-
sources in the internal market for electricity.

By publishing the Green Deal on 11 December 2019,
however, the European Commission had already
paved the way for extensive legal changes in the
energy sector. The aim is for the EU to achieve cli-
mate neutrality by 2050 in line with a sustainable
economy. Many existing EU laws are being reviewed
for their “climate compatibility” and revised as part
of the Green Deal. One important initiative for APG
in this context is the revision of the Energy Infra-
structure Regulation. But the Green Deal also pro-
vides for new acts such as the Climate Law, which
will enshrine a target of a 55% reduction in CO>
emissions by 2030 in EU law.
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Asset management

Our energy system in a state of upheaval

The electricity system is undergoing massive
changes due to the common consensus in Europe -
and thus in Austria too - to take action to protect
the climate. The expansion of renewable energy
sources (RES) is being accelerated to comply with
climate change legislation and to help make the
energy transition a reality. The increasing electrifi-
cation of the mobility and heating sectors in com-
bination with the expansion of RES represents an
important step towards achieving CO: reduction
targets. Further developments in this regard are
also expected in the industrial and commercial
sectors.

The need for appropriate efforts to protect the
world's climate is also reflected in the Austrian
Government Programme 2020-2024 and the new
Renewable Energy Development Act (Erneu-
erbaren-Ausbau-Gesetz, EAG). APG has a key role
to play in achieving these climate policy targets, as
a secure and efficient power system is essential to
the success of the energy transition and to the
electricity market.

Europe (EU-27) currently boasts wind power plants
with an installed capacity of some 192 GW and
photovoltaic (PV) installations with an installed ca-
pacity of around 130 GW. 2020 saw an increase of
13.2 GW in wind power and 15 GW in PV. In Austria
too, total wind and photovoltaic power capacity
has increased to more than 4.8 GW in recent years.
With an installed capacity of approximately

14.6 GW, hydropower remains the heavyweight of
renewable electricity generation in Austria.

The rapid expansion of RES has had a transforma-
tive effect on the way the system behaves: genera-
tion from RES exhibits a relatively high degree of
volatility and is dependent on primary energy
sources, i.e. water, wind and sunshine, whereas
production at conventional (mainly thermal) power
plants was previously guided by electricity con-
sumption. Moreover, energy flows are now deter-
mined by market activity, supply and demand and
pricing on the electricity market in combination
with exchanges across geographies (electricity
trading). Due to the high volume of subsidised RES
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being fed into the grid, electricity and market
prices are often at levels at which thermal power
plants can no longer be operated profitably. These
power plants will subsequently be mothballed and
closed. However, thermal power plants (mainly gas
power plants for load coverage and congestion
management purposes) are needed to cover peri-
ods of insufficient RES supply and to ensure back-
up options are on hand to safeguard grid opera-
tion (cf. congestion prevention).

Alongside enhancements and the expansion of the
power grid, new flexibility options (e.g. sector cou-
pling, power-to-gas) must also be created in order
to meet the ambitious targets set out in Austria’s
climate and energy strategy - including the gradual
decarbonisation of industry and, above all, the in-
tention to cover 100% of total national electricity
consumption (net energy balance) with RES - by
2030. APG believes that electricity and energy
storage systems and the use of new, innovative
technologies will also be of major importance in
future.

Network Development Plan: a sustainable and
optimised grid concept

Each year, APG prepares and publishes a Network
Development Plan (current version: NDP 2020)
that includes input from market participants and
distribution system operators. This is based on the
long-term forecasts contained in the European
Union’s Ten-Year Network Development Plan
(TYNDP) prepared by ENTSO-E with the assistance
of APG (see http://tyndp.entsoe.eu). The TYNDP
paints a detailed picture of the grid infrastructure
projects that will be necessary in Europe over the
next ten years along with their needs and benefits.

Preparation of a Network Development Plan is a
legal requirement under EIWOG 2010. It must be
based on sound scenario assumptions and detailed
grid analyses as well as the grid connection and
customer projects requested by APG. The NDP en-
sures that grid expansion requirements and the
necessary grid investments are set out and pub-
lished in a transparent manner. The NDP 2020 co-
vers 36 projects in the planning period from 2021
to 2030 and was approved in an official notice is-
sued by E-Control. It is published online by APG
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(WWWAnetzentwicklungsplanat) and is also availa-
ble on the E-Control website. The infrastructure
projects contained in the NDP 2020 break down
into:

» 230 km of new transmission lines, around 110 km
of line conversions to higher voltage levels and
400 km of general overhauls/upgrades to exist-
ing power lines; and

» construction of new substations and expansion
of existing substations involving some 150 switch
panels and 30 new transformers.

The APG target grid concept provides for the crea-
tion of a 380-kV ring in Austria as well as high-
capacity connections from western Austria and to
neighbouring countries. The planned 380-kV ring
will connect the load centres (large cities and met-
ropolitan areas) with major generation units (re-
newable and conventional power plants) and facili-
tate the integration of renewables into the grid. In
order to create an efficient, high-capacity grid in-
frastructure, APG is following the principle of put-
ting the optimisation of the existing grid before
enhancements and expansion. Accordingly, oppor-
tunities to optimise the grid, especially on existing
routes, are exploited before new power line routes
are planned.

Overall investment volumes

The projects in the Network Development Plan rep-
resent an investment volume of around €3.1bn
over the next ten years. Since studies conducted at
the Graz University of Technology and the Austrian
Institute for Industrial Research (IWI) show that
APG's projects will add up to 70% in value for the
Austrian economy, their implementation will not
only provide significant economic stimulus, but also
permanently safequard Austria as a business loca-
tion. According to these studies, around

10,000 jobs will be created in Austria for every bil-
lion euros invested in the APG grid. This economic
stimulus is of major importance in overcoming the
COVID-19 crisis in particular.

The following sections describe APG's principal line
projects.
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Salzburg line project (St. Peter-Tauern)
The commissioning of the 114 km-long 380-kV
Salzburg line between the Salzburg and Tauern
substations will represent a significant step in
establishing high-capacity connections from
Austria’s major (pumped storage) power plant sites
to the country’s load centres and metropolitan
areas. In combination with APG's “Germany line”
project, the scheme will also create a high-capacity
link to Germany via the St. Peter network node. The
Salzburg line will enable power plants in eastern
Austria feeding in renewable energy (e.g. wind
power) to interact with the pumped storage power
plants and thus facilitate the storage of surplus
RES or the provision of balancing services in the
event of deviations in forecasts. Without the Salz-
burg line, the climate targets and the federal gov-
ernment’s targets for the electricity sector cannot
be met.

The project has been in the implementation phase
since October 2019 and construction is progress-
ing on schedule. The Salzburg line is due to go into
operation in the second quarter of 2025. Due to
the massive delays in the approval process and in
order to partially offset the negative effects of the
delay in commissioning the line, APG has had to in-
troduce additional contingency measures aimed at
increasing grid security and reducing congestion
management.

One of these contingency measures involved the
construction at short notice of a third 380/110-kV
transformer at the Tauern substation, which was
put into service in December 2019 (NDP project
18-1). In addition, conductors will be replaced on
the 220-kV line from Tauern to Weif3enbach in
2021, as the delays on the Salzburg line have also
pushed back the general overhaul planned on this
now 70-year-old line by at least five years.
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Germany line project

(St. Peter-national border)
The 380-kV Germany line between St. Peter and
the national border will entail an increase in inter-
connection capacity to Germany. A high-perfor-
mance connection capable of handling the flows
from RES in Germany and Northern Europe to Aus-
trian load centres and pumped storage power
plants in the Alps will make an important contribu-
tion to Europe’s energy transition. Linking the mar-
kets will also bring significant benefits for domestic
consumers and marketing options for Austrian
producers.

APG has already started work on the construction
of the nearly 3 km-long 380-kV line to the German
border. Commissioning is scheduled for 2024/25
due to the complexity of the project for the
380-kV GIS (gas-insulated switchgear) installation
at the St. Peter substation and, in particular, the
extensive infrastructure measures on the German
side with our partner TSO TenneT. On the Austrian
side, the project will also see the two old 220-kV
lines being dismantled, easing the burden on the
local residential areas over the long term.

Weinviertel line project
Grid integration of wind power in the Weinviertel
region necessitates the replacement of the 220-kV
line originally built in the 1950s towards the areas
in the northern Weinviertel region with strong wind
conditions. The Weinviertel line is an important
project in the integration of wind power in eastern
Austria. To this end, APG made plans for a highly
efficient 380-kV line along an optimised route
from the Seyring junction to the new Zaya substa-
tion and a new 220-kV connection to the national
border. The old 220-kV line, which is in need of
renovation, will then be dismantled, easing the
burden on residential areas and on important na-
ture reserves and bird sanctuaries over the long
term. Following a swift first-instance EIA process
and the confirmation of this decision by the Fed-
eral Administrative Court, work to implement the
project commenced in spring 2019. Construction
work on the line and the substation has since been
progressing on schedule, with commissioning due
to take place in the second quarter of 2022.

Austrian Power Grid AG

Central Upper Austria project
The current 110-kV grid structure used to supply
Upper Austria’s central region (UACR) cannot sup-
port the capacities and volumes of electricity that
will be needed in future for the dynamic growth in
this grid area. The electricity supply to UACR from
APG's Ernsthofen and Kronstorf substations is in
need of extensive restructuring due to current
trends such as decarbonisation - primarily in the
industrial sector - and the expansion of RES, along
with the requirements for future grid security and
security of supply. Together with its partners Netz
Oberoésterreich and Linz Netz, APG is working hard
to develop an expansion plan and prepare the en-
vironmental impact statement (EIS) documents to
be submitted for the EIA process beginning in
autumn 2021

Itis planned to construct a 220-kV supply ring to
replace the 110-kV supply lines. The local 220-kV
ring will link the Ernsthofen, Pichling, Hutte Sud,
Wegscheid and Kronstorf substations. The overall
plan agreed between the grid operators consists of
replacing sections of existing lines and converting
voltages on sections of lines already designed for
220 kV. The higher voltage level will enable more
electrical power and energy to be transmitted in
future, creating a secure, efficient and powerful
electricity supply for UACR. It is planned to imple-
ment this large project between 2024 and
2029/30, with individual phases of construction
scheduled to be put into operation as of 2026.

Reschen Pass project
APG's existing connecting line between Austria
(Lienz) and Italy (Soverzene) dates back to 1952
and is no longer able to handle current require-
ments. The increasing generation of hydropower in
Austria’s western Alpine region (primarily pumped
storage power plants), the expansion of RES across
Europe, market trends and developments in Italy’s
energy industry (including the likewise massive ex-
pansion of RES in Italy) require higher interconnec-
tion capacity. The Reschen Pass project starting
from the Nauders substation, which will be incor-
porated into the 380-kV line from West Tyrol to
Pradella (Switzerland) in the vicinity of the three
national borders, will create a new, second 220-kV
connection to Italy and also link the APG and
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TERNA S.p.A. transmission grids. Following exten-
sive coordination efforts with TERNA that had
been ongoing since around 2009, preliminary work
got under way in the Nauders substation area in
early summer 2020. The decision on construction
was then taken and construction work initiated in
autumn 2020. The project is scheduled to be put
into operation by the end of 2023.

General overhaul of the 220-kV

St. Peter-Ernsthofen line
Built in 1947, this line was in urgent need of reno-
vation after almost 80 years of service, as large
sections no longer met current specifications for
modern lines. This necessitated a general overhaul
and the installation of new cabling along the exist-
ing 111 km-long route. Following completion of the
approval process in 2017, work to implement the
project in several phases of construction com-
menced in April 2018. The project ran to schedule
and the line was successfully put back into opera-
tion in October 2020 after 30 monthsin
construction.

Other projects and maintenance capital expenditures
APG is also planning extensive maintenance capex
to modernise and improve substations and line
systems at the 220-kV and 110-kV network levels
(see also NDP 2020). When improvements are con-
sidered to existing switching systems (e.g. short
circuit resistance), the end result can be extensive
renovation, particularly in the case of older sys-
tems, or, increasingly, replacement for the purpose
of optimising switching systems from a technical
and economic viewpoint. In addition, old lines re-
quire extensive renovation and general overhauls
(including replacement of conductors). Besides the
investments in grid expansion projects, significant
resources will also be needed in the coming years
for maintenance capex and grid modernisation
measures on existing switching stations and lines.

Use of innovative technologies in system conversions
Replacing existing switching stations on site poses
significant challenges, as the new switching sta-
tions must be built in the same spot while systems
are in operation. APG uses new, innovative tech-
nologies to reduce downtime and to restrict grid
system operations as little as possible, thus ensur-
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ing a reliable supply of electricity during the con-
version phase. Mobile T10-kV switching station
containers employing GIS technology are being
used for the 110-kV replacements in the Ernstho-
fen, Rosenau and Bisamberg switching stations.
This allows existing open-air sections to be con-
nected in very small spaces to create larger, cohe-
sive open construction spaces and thus reduce
construction time. In parallel with the 110-kV
switching station containers, temporary solutions
are being installed in the switching stations using
field installation cables. This enables switching sta-
tion areas to be selectively activated and prepared
for conversion. APG is working with industrial
partners to adapt these same methods and tech-
nologies to the 220-kV voltage level. Substation
projects are also making increasing use of new
technologies such as laser scanning in order to
maintain digital images, plans and system docu-
mentation.

Digitalisation arrives on APG’s large construction sites
How do you maintain an overview on line construc-
tion sites that extend over large distances, where a
number of different companies are working along-
side one another, hundreds of people are em-
ployed in different roles and several hundred re-
quirements and measures need to be observed?
The solution lies in cutting-edge data management
and the answer to the question of how, in a digital
world, the necessary information can be transmit-
ted as quickly as possible and with little effort to
the people who need it. This opens up further op-
portunities to maintain detailed and complete con-
struction and system documentation.

Large infrastructure construction projects go on
generating vast quantities of data for years. It is
therefore essential to prepare, structure and store
those data correctly. Conversely, errors in data
storage and retention can cause significant costs.
On its two large Weinviertel line and Salzburg line
projects, APG therefore worked with partners to
develop a comprehensive construction documen-
tation system called ProlisBau. This tool is an agile
piece of software with a short, open source-based
design phase that is continuously developed in the
course of the project in close consultation with all
project members. Installed on the smartphones
and PCs of the employees involved, this software
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ensures that the project is implemented as decided
and according to schedule and its implementation
is documented. Analogue forms have been re-
placed with uniform digital processes. The data and
information captured “in the field” on the con-
struction sites using mobile devices and smart-
phones are transferred to the central systems and
can be retrieved from the central data

archives at any location.
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Project environment management

In all projects, APG deals at length with the diverse
demands and needs of the stakeholders involved.
In 2020, project environment management
focused once again on direct dialogue with com-
munity representatives, landowners and stake-
holders. Besides providing project status updates,
activities included managing measures planned in
connection with projects. APG aims to wind up
future approval procedures for large projects
quickly and efficiently by working constructively
together with stakeholders insofar as is possible,
based on rigorous and transparent management of
the various stakeholders locally. This requires sen-
sitivity, transparency and a sense of responsibility.
In line with the responsibility we bear for Austria’s
supply of electricity, APG will continue to apply
these guiding principles on future projects.
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Corporate social responsibility

APG commits to the principles of sustainable action
in its Code of Conduct. This is based on our corpo-
rate policy, which, in addition to considering eco-
nomic needs, is also mindful of environmental con-
straints and strives for social equilibrium.

As in prior years, an integrated annual report has
been prepared for calendar year 2020 that encom-
passes the topic of sustainability. As a wholly
owned subsidiary of VERBUND, APG also makes a
contribution to its integrated annual report. The
report meets the requirements of the Austrian
Sustainability and Diversity Improvement Act
(Nachhaltigkeits- und Diversitatsverbesserungs-
gesetz, NaDiVeG) and the GRI Standards of the
Global Reporting Initiative. APG takes environmen-
tal protection measures in the areas of route man-
agement, species protection and biodiversity. The
main key performance indicators (KPI) for 2020 are
presented below:

Purchases of electricity from the grid for internal 203.503 MWh
consumption for office buildings with

guarantees of origin from 100% hydropower

(not from the billing of operating costs;

calculation period 1May 2019 to 30 April 2020)

APG own use 28,586 GWh
Grid losses, grid level 1 731,398 GWh
Water consumption 12,232 m3
Environmental revenue €0.02m
Environmental costs of the plants and projects €11.6m
Environmental costs for environmental €1.0m

management and provisions

APG's harmful emission levels (Scope 3 emissions)
improved in 2020 on the back of the decrease in
business travel due to COVID-19 and the sharp
increase in the use of video-conferencing as a
result. A new guideline on limiting emissions from
the Company'’s fleet of vehicles was prepared that
encourages video-conferencing in preference to
business travel. Scope 3 emissions stem from the
Company’s operations but are beyond the Com-
pany's direct control. The following table shows the
decrease in Scope 3 emissions year-on-year:
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2019 2020
Business trips by train 4tCO> 1t CO>
Business trips by plane 6511 CO; 135t CO;
Business trips by car 1831 CO> 156 t CO>

New environmental laws and regulations are
among the subjects presented in quarterly news-
letters and at annual legal workshops and the
effects on APG are discussed by a panel of experts.
If it is necessary to take action, appropriate steps
are taken to implement the requirements.

Success factor personnel

Personnel development
Expectations, goals and training needs are coordi-
nated in annual performance reviews to ensure a
common direction and goal-oriented, consistent
professional and personal development. This helps
employees to carry out their work in the best way
possible, aligned with the Company’s strategy and
in the Company's best interests. Additional joint
development programmes are offered to staff
holding management functions and in the context
of Company-wide training measures, such as the
Meister training programme for master tradesper-
sons in existence since 2017, the management de-
velopment programme initiated in 2018 or the
training sessions in preparation for performance
reviews. The focus in 2020 was on “Safe and
healthy management”. Following its launch, the
“SK 1920 - Safety culture at APG” project has in-
troduced training and further education work-
shops for managers and appraisers and is set to
continue in 2021.

Creating a positive setting
To bring about a more positive environment, e.qg.
with home working and flexible hours as well as
support for paternity leave and granting fathers a
month of “family time” after the birth of a baby,
efforts are also made to help employees maintain a
balance between work and family. 2019 saw suc-
cessful re-certification and praise for the Company
in terms of work-life balance from the Federal Min-
istry. The assessment process also instigated the
creation of new improvement targets. The possibil-
ity for marginal employment during parental leave
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was additionally introduced on this basis. To safe-
guard succession planning, the number of young
skilled workers was increased and career paths
were adjusted where deemed necessary to meet
the needs of the labour market. In order to ensure
compliance with the stringent security require-
ments for operators of critical infrastructure, ex-
tended security checks were also introduced for
new entrants in relevant functions as part of a
Company-wide security project.

Cross-functional understanding
Cross-functional understanding is promoted by
holding joint events, such as the highly effective
internal workshops “Our network - from design
concept to reliable operation” and “From the basic
idea of deregulation to current market design”, and
by providing for targeted job rotations of limited
duration between departments, as well as manager
meetings and closed-door sessions, so as to facili-
tate better intra-departmental collaboration. Non-
HR topics, such as strategy or lessons learned from
the coronavirus, were also discussed and devel-
oped in cross-departmental working groups.

Promotion of young talent
The continuous promotion of young talent in the
sense of proactive personnel planning is important
to us. For example, to effectively counter the long-
term shortage of skilled workers in the labour mar-
ket, several years ago APG made an important con-
tribution towards ensuring highly trained young
skilled workers with the roll-out of its apprentice
programme. This will guarantee that APG has a
sufficient number of young skilled workers availa-
ble at all times to meet its needs.

Co-determination
Integrating our employee representatives above
and beyond the legal requirements results in an
extremely cooperative working environment and
leads to decisions and measures being supported
by employees with understanding.

Regular dissemination of current information to
employees guarantees cooperation and innovation.
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Focus on occupational safety

Safety is of primary importance in all of APG's ac-
tivities and at all of its construction sites. Accord-
ingly, safety and health plans are drawn up for all
projects, contracting firms receive a comprehensive
briefing in all areas and working premises are regu-
larly inspected by the construction site coordinator.
Documentation of these tasks is reproduced in
APG’s document management system. The high
level of safety and health of our employees as well
as external contractors is ensured by way of inten-
sive training sessions, seminars and an active ex-
change of experience. Close collaboration with the
labour inspectorates and the Austrian General
Accident Insurance Institution (AUVA) is also an
important part of these measures.

In 2020, the number of reportable accidents in-
creased year-on-year. With a total of five reporta-
ble accidents (one commuting accident, four work-
place accidents), APG reported three more than in
2019, which led to an increase in the accident rate
(number of accidents per 1,000 employees) and
can be explained by the number of sick days due to
workplace accidents. The increase in the severity of
accidents is due in particular to one workplace acci-
dent that was classified as severe.

Since 20718, the Lost Time Injury Frequency (LTIF)
ratio has been included in the accident statistics.
The LTIF ratio reflects the percentage of workplace
accidents involving time away from work per one
million work hours. The calculation includes all
workplace accidents resulting in absences of one
day or more (excluding accidents on the way to or
from work), and includes accidents suffered by
contractors. When the ratio is being computed, the
hours clocked by external companies working on
behalf of APG at APG workplaces and their acci-
dent events are taken into account. The LTIF for
2020 was 4.72.

In order to permanently improve the accident
trend, job instructions will once again place special
emphasis on the risk of “slipping, stumbling and
falling accidents” as part of the 2021 safety priority
programme. The SK1920 safety culture project,
launched in 2018, is also designed to have a posi-
tive effect on the accident rate by promoting
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awareness of occupational safety. Increasing em-
phasis is placed on potential hazards when instruc-
tions are being issued to agency staff and external
personnel. APG’s health and fitness programme is
also intended to play a role in further reducing the
severity of accidents.

Following on from its evaluation of work-related
psychological stress produced in summer of 2076,
APG continues to publish information concerning
all aspects of this topic on a regular basis via the
intranet.

SK1920 safety culture programme

APG has set itself the goal of intensively fostering
a culture of safety in order to become one of the
leading companies with regard to safety - both
nationally and internationally. To achieve this, the
SK1920 safety culture programme was launched as
a dedicated project scheduled to run for approxi-
mately three years, followed by continued integra-
tion into everyday business practices. Along with
employee protection, the project aims to increase
understanding of property protection and fire pre-
vention as well as IT security as important corpo-
rate objectives.

The project’s focus in 2020 was on training safety
coaches and holding special workshops for manag-
ers and team leaders. Here, the safety coaches
were trained to ensure that safety regulations are
ever-present in daily work, while the focus of the
manager training was on integrating safety into
work assignments, awareness raising/sensitisation
and control through presence. To build on this ini-
tial progress, further measures under the slogan
“safe and healthy together” will be put in place that
will eventually lead to a safety-first mentality
taking permanent root at APG.

Integrated Management System (IMS)

All of APG's sites and lines are certified under the
ISO 140071 (international environmental manage-
ment systems), ISO 9001 (international quality
management systems), OHSAS 18001 (safety and
health management systems) and ISO 27001
(information security management) standards as
amended. Annual internal and external audits of
the integrated management system contribute to a
continuous process of improvement in all areas and
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provide valuable guidance on optimising processes.
The certified management system also increases
organisational stability and legal certainty in the
Company and raises awareness.

In 2020, the certification of the integrated man-
agement system (IMS) was confirmed by
SystemZert auditors in a remote audit. The infor-
mation security management system (ISMS) was
examined by Certification & Information Security
Services GmbH (CIS) and APG's overarching man-
agement system was audited for compliance with
prevailing standards.

The audits found high levels of acceptance and
engagement at APG with respect to the specifica-
tions of the IMS. Employees are exceedingly con-
scious of risk and opportunity, and the specified
internal control mechanisms are very well estab-
lished.

All certificates in the areas of environment, quality,
safety, health and information security were
reissued.
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Sustainable habitat management

Responsibility for nature
In addition to focusing on the technical and eco-
nomic criteria, APG is increasingly called on to
respond to the growing importance of environ-
mental protection in the planning, implementation
and maintenance of overhead lines. This involves
taking into consideration the varied expectations
and requirements of the relevant authorities, the
landowners, the community, different stakeholders
(e.g. agriculture and forestry, environmental pro-
tection, hunting, tourism) as well as APG itself so
that flexible and integrated approaches can be
found for needs-based and optimised solutions.

Back in 1997, APG had initiated a research project
for ecological and economical line maintenance. In
this project, which ran from 1997 until 1999, four
model routes were analysed by different disciplines
to determine their environmental and socio-
economic value as well as their ecological integra-
tion into the landscape. With the “Sustainable
route management” project, the content of this
work was continued, expanded to APG's entire
transmission grid and integrated into route man-
agement. Consequently, APG already has 20 years
of experience in sustainable habitat management
and makes a significant contribution to the use of
line routes and substations as habitats for (endan-
gered) native species of plants and animals.

APG and its partners also support numerous spe-
cies protection projects with the aim of improving
the habitat of avifauna and making line systems
suitable as habitats for birds such as the saker fal-
con, the Ural owl or the red kite; this project is
briefly outlined below:

LIFE EUROKITE nature project (red kite)
The extensive international/national project to de-
velop the population of the red kite was set up in
response to an inexplicable fall in numbers in Aus-
tria and Germany at the same time as the species’
population in France and Switzerland is growing.
To obtain a precise overview of the distribution of
the birds of prey, the examination also considers
the Red List species eastern imperial eagle, saker
falcon, peregrine falcon and white-tailed eagle.
The red kite is generally exposed to the following
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threats: direct/indirect poisoning, habitat loss, in-
tensive land use, low breeding success, electrocu-
tion, wind turbines, traffic and illegal shooting.

The project therefore aims to:

» analyse the impact of human-caused mortality in
the red kite and four other birds of prey:

» plan and implement countermeasures that
directly target the causes of mortality;

» collect data on habitat use in Central Europe,
with a focus on Austria and Germany.

To obtain reliable data, some 500 red kites and
around 100 other birds of prey are fitted with
transmitters so that their activity can be monitored
continuously. Should a bird die, it can be found
very quickly in order for the cause of mortality to be
scientifically determined. The findings will be used
to develop and possibly implement counter-
strategies.

The project is primarily an Austro-German project.
The large number of other participating countries
is due to the birds’ considerable mobility (mortali-
ties can be expected all over Europe). The main
partner is Germany’'s Nature and Biodiversity Con-
servation Union (NABU) because the biggest red
kite population (50%) is in Germany. Why the pop-
ulations in Central Europe (AT/CZ/SK/HU) are not
growing faster is unclear; given the increase in
Switzerland, this can only be explained by human-
caused problems. It is precisely here that the
project will provide explanations and initiate coun-
termeasures.
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Benefits for APG:

)

APG can implement and co-finance measures for
which commitments have already been made as
part of other projects.

Voluntary implementation of measures on over-
head lines makes related legal regulations (as is
the case in DE and ES) unnecessary. By taking
voluntary action, APG can co-determine/direct
the process and is itself not dictated by legal
regulations.

In the (future) discussion about striking a bal-
ance between nature conservation and energy
supply, APG will have high-quality data and facts
at its disposal and be able to counter emotionally
driven and flawed arguments much more effec-
tively.

As part of an overall sustainability strategy, the
project can be used to position APG positively
with regard to nature conservation and species
protection. Especially in regions in which APG is
active in construction and possible impacts on
society, the environment and the economy are
challenged by the public, the project is making a
significant contribution. By participating in the
project, APG actively engages in counteracting
dwindling populations of endangered (bird)
species and addressing issues such as habitat
loss of endangered species. In line with APG's
core business, the project contributes strategi-
cally to ensuring sustainable business and a pos-
itive public perception.

The LIFE EUROKITE project was given the green
light by the European Commission in 2020 and will
run until the end of 2028. The project has a total
budget of €10 million over its entire term, which
will be co-financed by the EU in the amount

of 60%.
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Research and innovation

The transition to a fully renewable electricity sys-
tem poses a multitude of new challenges for trans-
mission system operators. Finding new solutions
through research and innovation is therefore indis-
pensable for a successful energy transition. In
2020, APG was actively involved in 30 research
projects, including five at an international level.
Two of these are described below to highlight the
broad spectrum of topics addressed by APG.

Innovation in route inspections

Time and time again, disruptions occur on high and
ultra-high voltage lines which cannot be clearly at-
tributed to a specific cause. Rapid outage inspec-
tion using drones can be helpful here as, after
power is interrupted briefly, it is often only a mat-
ter of ensuring that the lines are free from damage
or the foreign objects causing the outage before
the line can be put back into service again. Drones
that fly by visual flight rules (VFR) have been used
for route inspection purposes since 2013. The con-
cept of aerial inspections has now been expanded
to include a pilot project. After an intensive prepa-
ration phase and extensive risk analysis, APG re-
ceived a green light from Austro Control for the
first long-distance drone flight beyond visual line
of sight (BVLOS). The first civil long-distance
drone flight was subsequently conducted in Octo-
ber 2020 over a 100 km-long line route. In the fu-
ture, this will mean that predefined flight routes
can be fully automated in accordance with the legal
framework for long-distance drones set out by
Austro Control. The data collected will allow APG
experts to make a rapid assessment of the condi-
tion of the line. In the near future, APG aims to
build up further expertise and use the latest tech-
nical options for routine inspections as well.

Innovation in sensor technology

In the EU FARCROSS project, an international con-
sortium is evaluating hardware and software solu-
tions so that resources for the transmission capac-
ity of cross-border power lines can be increased
and exploited more effectively. These solutions will
lead to improved capacity utilisation, greater flexi-
bility and more stability in the international power
grid. APG's focus in the FARCROSS project is on
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testing and assessing different sensors for dy-
namic line rating. A line-mounted sensor and a
pylon-mounted sensor will each be installed on two
APG lines to monitor sag and cable temperature.
The data collected will be processed in complex
models to make predictions and thus maximise the
transmission capacity available. The interaction be-
tween sensors from different manufacturers,
measuring technologies and data interfaces will
also be tested. An additional pylon-mounted vibra-
tion measurement will monitor the forces on the
pylon, making it easier to estimate its useful life.

Research spending and outlook
Expenditure for research amounted to approxi-
mately €1.3m in 2020.

Due to the central role of research and innovation
as a response to growing demands on the trans-
mission grid, APG has resolved to further expand
its active participation in research projects in the
future so that it can guarantee the customary high
level of security of supply going forward.
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Financial performance indicators

All key figures are calculated based on reports by
the Expert Committee for Business Administration
and Organisation of the Austrian Chamber of Pub-
lic Accountants and Tax Advisors (Fachsenat fur
Betriebswirtschaft und Organisation der Kammer
der Wirtschaftstreuhander, KFS-BW 3), with the
exception of figures determined in accordance with
the Austrian Business Reorganisation Act (URG).
The method for calculating key figures is also cited
in the glossary.

Results of operations

€K 2019 2020
Revenue 729,942.2 695,803.2
Earnings before interest and taxes 48,8241 71,831.0
(EBIT)

Result from ordinary activities 24,092.2 46,959.7
Average capital employed 841,404.2 799,584.0
Return on equity (ROE) 5.5% 10.7%
Return on investment (ROI) 2.8% 3.9%
APG Return on Capital Employed 3.0% 4.2%
(APG-ROCE)

Return on sales (ROS) 6.7% 10.3%

Standard capital cost reimbursements
APG's investing activities form the basis for the
standard capital cost reimbursements. The increase
in the regulatory asset base from €1,458.4m to
€1,6971.5m is attributable to the further increase in
annual capital expenditure of £€360.3m year-on-
year.

Revenue and electricity purchases
APG's revenue decreased by €34.1m year-on-year
to €695.8m.

Expenses for the purchase of electricity were also
down year-on-year, falling from €462.3m to
€417.9m.

Both effects were attributed mainly to congestion
management. In 2020, both congestion manage-
ment expenses for the Austrian control area and
the expenses that can be passed on to other grid
operators fell compared with 2019. This reduced
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revenue and, at the same time, electricity pur-
chases.

Personnel expenses
Personnel expenses declined year-on-year by
€6.2mto €70.7m. In spite of staff increases stem-
ming from the high level of investing activities, per-
sonnel expenses fell in 2020 due to the signifi-
cantly lower one-off effects in connection with the
measurement of social capital.

Depreciation and amortisation
As a result of the continuous growth in investment
volumes, depreciation and amortisation also in-
creased compared with the prior year with a rise of
€1.9m to £€92.6m.

Other operating expenses and other revenue
Other operating expenses in 2020 were signifi-
cantly lower than in 2019 due mainly to an interest
rate adjustment for the “liability for investment re-
serves” item and the recognition of other provi-
sions in 2019. The increase in other operating ex-
penses excluding one-off effects compared with
2019 was kept at a low level thanks to strict cost
management.

Earnings

Earnings before interest and taxes (EBIT) stood at
£71.8m, up €23.0m year-on-year. The increase is
mainly attributed to negative one-off effects from
social capital and interest rate adjustments in 2019.
The standard capital cost reimbursements from the
higher regulatory asset base also had a positive im-
pact in 2020.

The result from ordinary activities increased by
£22.9m, rising to €47.0m.

Profit after tax amounted to €35.5m and was thus
€16.7m higher than the figure for the previous
year.

The net retained profits to be paid out in 2021
came to €18.2m.
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Net assets Financial position
€K 2019 2020 €K 2019 2020
Fixed assets 1,628,029.9  1,913,797.5 Net gearing 157.7% 185.5%
Current assets 217,464.6 212,190.1 Net debt 7243932 8996960
Working capital 204,042.7 195,729.0 Net working capital 261,354.0 317,872.8
Current liabilities 465,396.7 513,601.8 Notional debt repayment period 11.9 years 11.5 years
Equity 459,275.4 485,067.5 Equity ratio 24.8% 22.8%
Regulatory equity as percentage of 53.6% 441%

assets without time lag

*) Calculation for the applicable year based on the offical cost notice

Fixed assets
Fixed assets showed a net increase of £285.8m
given that additions to intangible and tangible
fixed assets and long-term financial assets consid-
erably exceeded the depreciation and amortisation
charges.

Current liabilities
Current liabilities were up by £€48.2m year-on-
year, largely as a result of the increase in current
tariff provisions and the sharp rise in investing ac-
tivities.

Regulatory capital-to-assets ratio
The regulatory capital-to-assets ratio decreased
from 53.6% to 44.1% due to the increase in the in-
terest-earning basis (mostly tangible fixed assets)
and the higher-than-average rise in interest-
bearing debt at the same time, attributable to new
long-term borrowings.
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The increase in net gearing from 157.7% to 185.5%
can be attributed to the higher net debt due to
borrowings.

The notional debt repayment period amounted to
11.5 years in 2020. The equity ratio was maintained
at a high level of 22.8%.

Cash flows for the financial year are presented
separately in the following table. Based on opinion
no. 36 on the cash flow statement (Austrian Com-
mercial Code (UGB)) published by the Austrian
Financial Reporting and Auditing Committee
(AFRAC) in June 2020, the structure was changed
and the 2019 prior-year figures were adjusted
accordingly.
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Cash Flow Statement
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€K Note 2019* 2020
Profit before tax 24,092.2 46,9597
Amortisation of intangible assets and depreciation of fixed assets 90,700.0 32,6021
Amortisation of financial assets 21916 2641
Result from disposal of fixed assets 14223 279.7
Change in long-term provisions 6,710.3 -1,093.4
Change in long-term liabilities 35,239.8 -17,258.4
Change in long-term other receivables and assets 24,4254 -3,0451
Income from the reversal of building cost contributions and investment grants -7,763.4 -7,798.2
Investment income, income from other securities classified as long-term financial assets 17,874.4 22,475.0
and other interest and similar income/interest and similar expenses

Other non-cash expenses -24.9 -24.9
Change in inventories 85.3 -18.2
Change in trade receivables and other receivables 10,0681 16,795.9
Change in trade payables, other liabilities and deferred income 16,8515 26,2665
Change in current provisions -668.0 20,679.7
Taxes paid -8,115.1 -6,092.8
Investments in intangible and tangible fixed assets -200,490.8 -349560.2
Disposals of intangible and tangible fixed assets 1,060.8 750.8
Investments in long-term financial assets 0.0 -3.0
Disposals of long-term financial assets 864.6 0.0
Cash inflow from investment, interest and securities income 5,268.2 1,616.4
Building cost contributions and grants received 12,846.7 19,364.6
Proceeds/disbursements from increases/decreases in Group financing -20,202.8 179,097.2
Proceeds/disbursements from increases/decreases in Group clearing balances 31,863.0 -11,418.7
Dividends paid -19.686.4 -9,733.9
Cash outflow for interest and similar expenses -23142.6 -24,0913

)] -.0221]

Change in cash and cash equivalents 770.4 -2,9865
Cash and cash equivalents as at 1/1 33,2343 4,004.6

Cash and cash equivalents as at 31/12 _ 4,004.6

* 2019 prior-year figures have been adjusted.

Austrian Power Grid AG
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[1] Net cash flows from operating activities

Net cash flows from operating activities are calcu-
lated using the indirect method and decreased by
£22.1m year-on-year to £€191.0m. Compared with
the regulatory earnings potential, these remain at a
very high level.

Summary of the main drivers of operating cash
flows in 2020 compared with 2019

» Higher collectively agreed absorbing of surplus
cover from the past as a result of congestion
management and auctions

» Lower national grid revenue and international
revenue from auctions

Changes in liabilities, receivables and provisions
Regulatory liabilities are presented as current pro-
visions for liabilities in the year of recognition. In
the following year, the provisions for liabilities are
reclassified to regulatory liabilities and their ma-
turity is determined once the extent of the requla-
tory liability has been ascertained in the tariff
notice. Changes in maturity (from current to non-
current) from year to year also result from changes
in future premises. Some individual items of the
operating cash flow are significantly influenced by
this method.

[2] Net cash flows from investing activities

The outflow of funds from investing activities for
intangible and tangible fixed assets amounted to
€£349.6m. The primary capital expenditures related
to the 380-kV Salzburg line, the general overhaul
of the 220-kV St. Peter-Ernsthofen line and the
Weinviertel line replacement as well as other
expansion and operating investments. Taking into
account the disposal of intangible fixed assets,
tangible fixed assets and long-term financial
assets, investing activities required €347.2m in
cash funds.
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[3] Net cash flows from financing activities

Contributions to building costs and grants
The €19.4m received in contributions to construc-
tion costs and investment grants related in partic-
ular to the Zaya and Zurndorf substations.

Group financing and clearing balances
Proceeds/disbursements from increases/
decreases in Group financing result from new
long-term borrowings of £200m to finance the
high future investment volumes. The annual repay-
ment of a further tranche of £-20.9m also took
place in 2020, giving a net cash inflow of €179.1m.

Furthermore, Group clearing balances changed by
€11.4m. Current receivables from the Group arising
from Group clearing balances therefore increased
to €71.9m as at 31 December 2020.

Dividends
In financial year 2019, net retained profits
amounted to £€9.7m, all of which was distributed to
the ownersin 2020.



Annual Report 2020

Management Report

Risk and opportunity management

APG's operational risk management ensures Com-
pany-wide identification and analysis of the risks to
which the Company is exposed as well as adequate
action management and documentation. This aims
to identify risks at an early stage and thus ensure
the smallest possible deviation from the corporate
goals and targets (result, security of supply and
image). Building on APG's revised corporate strat-
egy, a project was launched in financial year 2020
to develop a strategic risk management system and
to identify APG's strateqic risks. This work will be
completed in 2021.

Overall assessment of risk

No risks were identified in financial year 2020 that
individually or in their entirety could jeopardise the
Company’s ability to continue as a going concern or
have a significant negative effect on its financial
position and financial performance. As things
stand today, there are no foreseeable risks to the
Company as a going concern.

Significant risks and opportunities

Financial risks
Financial risk primarily involves planning risks aris-
ing from deviations in volumes or prices. This espe-
cially concerns risks arising from the electricity
business such as those related to congestion man-
agement, control power and energy to cover sys-
tem losses, or from cross-border electricity trading.
Such risks are sometimes subject to considerable
volume and price volatility due to market, weather
or seasonal factors. This volatility will be mitigated
through international alliances, the development of
national markets, forecasting models and safe-
guarding of grid reserves. New IT systems such as
energy trading and risk management software will
also be implemented.

Risk arising from systems and operations
The main risks associated with systems and opera-
tions are the risk of operational disruptions and the
risk of damage from natural hazards such as flood-
ing, mudslides, avalanches and storms. A catalogue
of measures to reduce such risk includes early
observation of critical factors in planning and the
preservation of susceptible towers in addition to
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regular maintenance measures such as flyovers,
thermal imaging and cable checks. We pursue
alliances both within Austria and internationally in
order to rectify any potential damage events as
quickly as possible.

Risks relating to the environment and health
The environment and the health of employees
must be protected. APG implements extensive
measures to minimise risks in these areas including
safety briefings, technical safety inspections, train-
ing and continuing education, work instructions
and corporate policies.

IT and cybersecurity
Information technology underlies most of our busi-
ness processes. Protecting our systems and data is
vital for ensuring a stable supply of energy. APG
has long set itself high standards for information
security that are regularly reviewed and confirmed
through external certification in accordance with
ISO 27007 and ISO 270719. In addition, the Austrian
Network and Information System Security Act
(Netz- und Informationssystemsicherheitsgesetz,
NISG) that came into force last year requires com-
pliance with legally stipulated security require-
ments. The rapidly changing threat situation in the
digitalised environment is monitored continuously,
and measures are developed and implemented to
mitigate relevant cyber risks. A high level of secu-
rity awareness is ensured in all areas through
ongoing awareness-raising.
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Risk arising from compliance and legal matters
Compliance is the observance of all laws as well as
internal company regulations, though business ac-
tivities must also be in line with APG's values and
uphold the principles of morality and ethics. This is
why APG has a comprehensive compliance man-
agement system (CMS) in place that helps its em-
ployees to comply with and implement the regula-
tions. Environmental impact assessments can
potentially lead to significant project delays.

Risks arising from the pandemic

APG is aware of its extensive social responsibilities
as an operator of critical infrastructure in these dif-
ficult times and fully supports the measures taken
by Austria’'s federal government to limit the spread
of COVID-19. Such measures include formation of a
crisis team, expansion of standby teams, maximum
use of teleworking and splitting up teams.

Risks arising from hedging transactions
Electricity forwards of up to two years into the fu-
ture are purchased in order to cover system losses.
There is no price risk due to the procurement pro-
cess coordinated with the regulatory agency
E-Control Austria. APG utilises the "own use”
method of accounting.

Horizontal monitoring and tax review system

By taking part in the horizontal monitoring
(“Begleitende Kontrolle") project, APG has a duty
to maintain a tax review system pursuant to Sec-
tion 153b(6) of the Austrian Federal Fiscal Code
(BAOQ). The tax review system is the sum of all
measures designed to ensure that the tax base for
the type of taxes and charges in question is pre-
sented in the correct amount and that the correct
amount of taxes charged is transferred in good
time. This tax review system is a critical part of
APG's internal control system. It supplements the
specification and regulations of the Group policy
for VERBUND's review network.

Austrian Power Grid AG

Outlook

The alarming change to our climate is one of the
greatest challenges facing our generation. On ac-
count of new technologies, the digitalisation and
democratisation of the energy system is taking
place at the same time. APG will continue to face
enormous challenges going forward due to the
resulting developments in the energy market, the
implementation of the energy transition and the
process of transforming the energy system itself.
So that this complex and dynamic environment can
continue to be actively influenced for the benefit
of Austria, its people and its businesses, the next
year will be dominated by the following tasks,
among others:

» High trans-regional load flows in the European
transmission grid will continue to necessitate in-
terventions in Austrian power-generating facili-
ties in order to secure grid operations over the
long term. Congestion management measures
will continue to be one of APG's biggest cost
items.

» The timely and efficient implementation of the
APG grid expansion and modernisation pro-
gramme is urgently necessary in light of the cur-
rent energy market situation in order to be able
to ensure the performance and stability of the
system in the long term. Furthermore, APG is
planning extensive capital expenditures for the
modernisation and reinforcement of substations
and line systems. These investments are a key
factor for ensuring the permanent security of
supply of Austria as a place to live and conduct
business and to be able to grow the domestic
economy. Sharply rising investment volumes will
lead to an expansion of the regulatory asset
base and therefore to permanently increased
earnings in the future.

» The planned increase in investing activities and
the changing operating environment will ulti-
mately lead to an increase in the Company’s own
personnel, own work capitalised and purchased
external services.
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» Long-term borrowings will continue to be used
to finance grid expansion, with green finance in-
struments playing an important role here. APG's

Based on current findings and forecasts, it appears
that the revenue and earnings situation will pick up
in 2021 given the RAB growth, the non-recurrence

»

debt level will continue to rise.

APG will take advantage of digitalisation in all of
its facets and tasks in order to be sustainable,
innovative and efficient.

The electricity business with monopoly and mar-
ket products in the national and international
context will become increasingly important in
connection with the further development of the
energy market and be correspondingly reflected
in APG’s figures. These developments will have a
substantial impact on the regulatory account,
which will stabilise the results under the Austrian
Commercial Code (UGB). However, the effects
on APG's cash flow and balance sheet are im-
portantin this context. Based on current devel-
opments, a high level of provisions will need to
be recognised to cover future contingencies.

In addition, APG's business activities should
continue to be considered from the perspective
of generating sustainable and appropriate EBIT
under the regulatory return parameters and cre-
ating cost efficiencies. Ensuring this on a lasting
basis will also require APG to act quickly and, to-
gether with affected stakeholders, deal with the
new regulatory period starting in 2023. This is
especially so when it comes to the Company’s
business model which, in addition to the con-
struction and operation of plants, now also en-
tails major tasks relating to security of supply,
integration of renewables, and the development
of markets and management of electricity prod-
ucts.

Austrian Power Grid AG

of considerable negative one-off effects (particu-
larly in social capital) and the fact that cost man-
agement is still strict.

Report on branch offices

The Company had one non-operating branch of-
fice in financial year 2020. The substation in
Jochenstein, Germany, was put into technical op-
eration in 2018.
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Balance Sheet as at 31/12/2020

ASSETS in €K Note 2019 2020

A. Fixed assets

I Intangible fixed assets (1) 16,368.4 18,391.0

Il.  Tangible fixed assets (2) 1,596,078.1 1,880,084.2

lll. Long-term financial assets (3) 15,583.4 15,3223
1,628,029.9 1,913,797.5

B. Current assets

I Inventories (4)
1. Consumables and operating supplies 470.3 488.5
470.3 488.5
IIl.  Receivables and other assets (5)
1. Trade receivables 83,932.9 93,764.9
of which due in > 1year €0.0k (previous year: €0.0k)
2. Receivables from affiliated companies 60,463.4 71,8821
of which due in > Tyear €0.0k (previous year: €0.0k)
3. Receivables from other long-term investees and investors ?.410.9 11,375.9

of which due in > 1year €0.0k (previous year: €0.0k)
4. Other receivables and assets 59,182.5 33,660.6
of which due in > 1year €16,466.9k (previous year: €13,421.8k)

212,989.6 210,683.5
Ill. Cash-in-hand and bank balances 4,004.6 1,018.1
4,004.6 1,018.1

C. Prepaid expenses
1. Other 0.0 5.8
0.0 5.8
D. Deferred tax assets (6) 9,496.6 4,155.6
9,496.6 4,155.6

] ] 1ssa911] 21301490

Austrian Power Grid AG
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EQUITY AND LIABILITIES in €K Note 2019 2020
A. Equity
|, Called and paid-in share capital (7) 70,000.0 70,000.0
Available share capital: €70,000.0k (previous year: €70,000.0k)
Il. Capital reserves (8) 15,3835 15,3835
lll. Revenue reserves (9) 364,158.0 381,520.4
IV. Net retained profits (10) 97339 18,1635
459,275.4 485,067.5
B. Provisions (11)
1. Provisions for termination benefits 21,749.4 21,459.3
2. Provisions for pensions and similar obligations 72,641.9 71,3455
3. Other provisions 251,923.5 289,691.8
346,314.8 382,496.6
C. Liabilities (12)
1. Payments received on account of orders 6821 4,600.4
of which due in < Tyear €4,600.4k (previous year: €682.1k)
2. Trade payables 16,258.0 18,287.6
of which due in < 1year €17.452.7k (previous year: €15,659.8k)
of which due in > 1year €835.5k (previous year: €598.2k)
3. Liabilities to affiliated companies 633,041.9 814,117.7
of which due in < 1year €36,055.2k (previous year: €37,854.4k)
of which due in > 1year €778,062.5k (previous year: €595,187.5k)
4. Liabilities to other long-term investees and investors 323.4 7255
of which due in < 1year €725.5k (previous year: €323.4k)
5. Other liabilities 288,912.9 303,618.4
of which from taxes €1,360.0k (previous year: €11,656.9k)
of which from social security €1,225.5k (previous year: €1,108.2k)
of which due in < 1year €167,597.8k (previous year: €152,627.7k)
of which due in > 1year €136,020.6k (previous year: €£136,285.2k)
939,218.3 1,141,349.5
D. Deferred income (13)
1. Contributions to building costs Q?4,774.8 106,879.2
2. Other 15,407.8 14,356.2
110,182.6 121,235.4

Austrian Power Grid AG
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Income Statement for the financial year 2020

€K Note 2019 2020
1. Revenue (14) 729.942.2 695,803.2
2. Other own work capitalised 18,341.7 19,954.7
3. Other operating income (15)
a. Income from disposal and reversal of write-downs of fixed assets 194.9 288.4
with the exception of long-term financial assets
b. Income from reversal of provisions 428.7 2,562.8
b. Miscellaneous 8.561.6 8.781.1
9,185.2 11,632.3
]
5. Expenditures for electricity and other purchased services and production services -462,258.4 -417.891.6
6. Personnel expenses (16)
a. Wages -375.3 -383.1
b. Salaries -50,5251 -52,976.1
c. Social expenses -26,037.7 -17,351.0
of which cost of old age pensions €-2,779.0k
(previous year: €-10,062.4k)
aa. Expenses for termination benefits and payments to employee
pension funds €-1691.2k (previous year: €-3,826.5k)
bb. Expenses for social security as required by law as well as income-
based charges and mandatory contributions €-12,159.3k
(previous year: €-11,507.7k)
-76,938.1 -70,710.2
7. Depreciation and amortisation (17) -90,700.0 -92,602.1
8. Other operating expenses (18)
a. Taxes not included under line 16 -369.5 -337.0
b. Miscellaneous -83,400.9 -75,617.4
-83,770.4 -75,954.4

9. Operating profits (subtotal from lines 4 to 8) [ ] 43,802.1 70,232.0

Austrian Power Grid AG
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10.Income from long-term equity investments 1764.8 1,670.6
of which from affiliated companies €801.1k (previous year: €669 .7k)

11. Income from other securities and long-term loans 3,477.8 0.0

12. Other interest and similar income 25.6 5.7
of which from affiliated companies €2 .2k (previous year: €3.1k)

13. Income from the disposal of long-term financial assets 0.5 2467

14. Expenses from long-term financial assets and securities classified as current -336.8 -2641

assets

of which amortisation €-264.7k (previous year: €-322.4k)

15. Interest and similar expenses -24,731.9 -24,871.2

of which from affiliated companies €-23,765.4k
(previous year: €-22,582.9k)

16.Financial result (subtotal from lines 10 to 15) (19) -19,710.0 -23,272.2
17.Result from ordinary activities [ | 24,092:2] 46,959.7

18.Taxes on income

-5,293.4

-11,433.8

19.Net income for the financial year - 18,798.7 m

20. Allocation to revenue reserves
21.Net retained profits

Austrian Power Grid AG

-9,064.8

-17,362.4

[ ] 9.733.9 18,163.5
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Statement of Changes in Fixed Assets

Balance Reclassi- Balance
1/1/2020 Additions  Disposals fications 31/12/2020

I. Intangible fixed assets

1. Concessions, industrial property rights, electricity 60,6045 6,797.2 70.9 0.0 67,330.8
purchase rights, usage fees and similar rights and benefits as
well as licences derived therefrom

60,604.5 6,797.2 70.9 0.0 67,330.8
Il. Tangible fixed assets
1. Land, land rights and buildings, including buildings on
third-party land

a. With residential buildings 2711 0.0 1.4 0.0 269.7
b. With plant facilities and other structures 280,252.9 14,031.7 515 12,166.0 306,399.0
c. Undeveloped land 3,738.2 2,160.7 0.0 102.5 6,001.4
2. Machinery 53373 32.2 0.0 0.0 53695
3. Electrical installations 1,253,928.3 26,4881 6,992.2 17,785.7 1,291,209.9
4. Power lines 1,329,302.7 43,050.7 385 99,748.3 1,472,063.2
5. Other equipment, operating and office equipment 49,501.7 4,294.0 540.4 41 53,2593
6. Assets under construction, projects and prepayments 403,037.1 282,806.7 125 -129,806.6 556,024.6
3,325,369.2 372,864.1 7.636.5 0.0 3,690,596.7

Tangible and intangible fixed assets 3,385,973.7 | 379.661.3] 77075] 0.0 3.757.9275

Long-term financial assets

1. Shares in affiliated companies 127.2 0.0 0.0 0.0 127.2
2. Other long-term equity investments 6,751.3 3.0 0.0 0.0 6,754.3
3. Long-term securities 12,3015 0.0 0.0 0.0 12,301.5
19,180.0 3.0 0.0 0.0 19,183.0

The value of properties as at 31/12/2020 €34,385.3k

31/12/2019 €31,799.4k

Austrian Power Grid AG



Annual Report 2020

Financial Statements

77

Depreciation and amortisation in €K Net carrying amount in €K

Net carrying

Net carrying

Balance Balance amount as at amount as at
1/1/2020 Additions Disposals  Write-ups Reclassifications 31/12/2020 31/12/2020 1/1/2020
442361 4.759.7 56,0 0,0 0,0 48.939.,8 18.391,0 16.368.4
44.236 1 4.759,7 56,0 0,0 0,0 48.939,8 18.391,0 16.368,4
260,2 0.3 0,0 0,0 0,0 2604 9.2 10,9
155.232,6 7.036,8 0.9 0,0 0,0 162.268.,5 144.130,5 125.020,3
0,0 0,0 0,0 0,0 0,0 0,0 6.001,4 3.738.2
2.498,1 250,9 0,0 0,0 0,0 2.749,0 2.6205 2.839.2
804.6431 47.579,3 6.145,0 0,0 0,0 846.077.4 4451325 449 .285,2
729.651,6 27.946,0 1.2 0,0 0,0 757.596.5 714.466,7 599.651,1
37.005,5 5.029.1 4739 0,0 0,0 41.560,7 11.698.7 12.496,2
0,0 0,0 0,0 0,0 0,0 0,0 556.024.6 403.037,1
1.729.291,1 87.842,4 6.620,9 0,0 0,0 1.810.512,5 1.880.084,2 1.596.078,1

1.773.527,2 92.602,1

1.898.475,2

1.612.446,5

0.0 0,0 0,0 0.0 0.0 0,0 127.2 127.2
0.0 0,0 0,0 0.0 0.0 0,0 6.754,3 6.751,3
3.596,6 2641 0,0 0.0 0.0 3.860,7 8.440.,8 8.704,9
3.596,6 264,1 0,0 0,0 0,0 3.860,7 15.322,3 15.583,4

1.777.123,8 92.8662] 66769  oo] = oo] 18633131] 1.913.7975] 1.628.029.9

Austrian Power Grid AG
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Details on equity investments
in accordance with
Section 238 [1] [4] UGB

Share of capital Most recent Net
in% annual income/loss
Registered as at financial  (+) for the
€K office 31/12/2020 statements (-)  financial year Equity
Affiliated companies non-consolidated
VUM Verfahren Umwelt Management GmbH Klagenfurt 100.00 2020 + 80711 Q67.2
Other long-term equity investments
0eMAG Abwicklungsstelle fur Okostrom AG Vienna 24.40 2019 + 380.6 5975.4

Austrian Power Grid AG
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Notes to the financial
statements

I. Accounting policies

Preliminary remarks

The annual financial statements were prepared in
accordance with Austrian Generally Accepted
Accounting Principles and the general standard of
giving a true and fair view of the Company’s finan-
cial position and financial performance.

The accounting, measurement and presentation of
the individual items in the annual financial state-
ments have been carried out in accordance with the
general provisions of Sections 195 to 211 of the
Austrian Commercial Code (UGB), taking into ac-
count the special provisions for corporations in
Sections 221 to 235 of the Austrian Commercial
Code (UGB). It was assumed that the Company will
continue as a going concern.

The Company is a large corporation as defined in
Section 227 of the Austrian Commercial Code
(UGB).

Rounding differences may occur when adding
rounded amounts and percentages due to the use
of automated calculation systems.

Fixed assets
As a rule, depreciable fixed assets are measured at
cost less depreciation and amortisation.

In addition to direct costs, an appropriate amount
of material and indirect labour costs is capitalised
in the production cost of internally generated as-
sets. APG has chosen not to apply the optional
method of measurement with respect to the inclu-
sion of social security expenses, termination bene-
fits and contributions to the employee pension
funds defined under Section 203(3) of the Aus-
trian Commercial Code (UGB) as well as with re-
spect to the capitalisation of borrowing costs in ac-
cordance with Section 203(4) UGB. Low-value
assets are fully written off in the year of acquisition
in accordance with Section 226(3) UGB.

Austrian Power Grid AG

Tangible and intangible fixed assets used for more
than six months during the financial year are de-
preciated at the full annual rate; those used for less
than six months are depreciated at half the annual
rate.

Purchased intangible assets are measured at cost
and, where subject to wear and tear, are amortised
based on the average useful life.

The current catalogue of uniform depreciation
rates applied by Austrian Power Grid AG (APG)
essentially comprises the following rates of depre-
ciation:

Deprecia-
tion rate in Useful life
% in years

Intangible fixed assets
Rights to telecommunications 10 10
facilities
Rights to software products 25 4
Other rights 5 20
Buildings
Residential and office buildings 2and3 33.3and50

Plant buildings 3 333

Technical equipment and machinery

Machinery 4and5 20 and 25
Electrical installations 5 20
Power lines 2 50
Office and plant equipment 10-25 4-10

Long-term financial assets are recognised at cost
or fair value in accordance with Section 189a(4) of
the Austrian Commercial Code (UGB). Due to the
fact that the option previously granted under Sec-
tion 208(2) UGB no longer applies, the reversals of
write-downs that were omitted until 2015 were
recognised in 20716. The option granted under Sec-
tion 906(32) in conjunction with Section 124b(270)
of the Austrian Income Tax Act (EStG) 1988 was
exercised and the reversals of write-downs were
recognised under deferred income.

Loans bearing interest are recognised at nominal
value. Receivables with a remaining term of more
than one year are reported as loans under long-
term financial assets.
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The useful lives of the tangible fixed assets stipu-
lated by taxation requirements were evaluated to-
gether with Osterreichs Energie and the Tax Office
in 2020 and extended and adapted for the entire
industry. These must be applied to all new tangible
fixed assets commissioned from 1 January 2021.

Current assets

Inventories of consumables and operating supplies
are measured at cost or fair value in accordance
with the strict lower of cost or market value princi-
ple. A permanent inventory is kept of stored sup-
plies and spare parts are measured based on the
moving average price method. Inventory risks aris-
ing from the storage period and reduced utility are
taken into account through appropriate write-
downs in value.

Receivables and other assets are measured at
nominal value, unless a lower amount is to be
recognised in the event of identifiable specific risk.

Prepaid expenses and deferred income

Prepaid expenses relate to expenses already paid
for future financial years and are reversed in
accordance with the contractual term.

Deferred income includes building cost contribu-
tions and investment grants, which are depreciated
based on the useful life of the tangible fixed
assets.

In financial year 2020, APG applied for the
COVID-19 investment subsidy. According to infor-
mation published in December 2020 by the Aus-
trian Financial Reporting and Auditing Committee
(AFRAC) in a document entitled "AFRAC-Fachin-
formation COVID-19", the subsidy shall only be
capitalised in proportion to the expenses actually
incurred that have already been recognised in the
financial statements.

Deferred tax assets

Deferred tax assets are recognised in the balance
sheet for tax relief expected in subsequent years.
The deferral item results from differences between
the carrying amounts under commercial law and
the tax base of line items that cannot be offset

"See taxes on income

Austrian Power Grid AG

until future tax periods. The deferred taxes at-
tributable to APG as a group member’ based on tax
allocation are presented under the current result in
the income statement.

Regulatory assets and liabilities

APG's grid rates are set by E-Control Austria (reg-
ulator) using estimates of costs and revenues
based on audited prior-year figures for the year
following the review. Lower or higher costs or reve-
nues in previous periods are taken into account
when determining future tariffs.

In order to ensure the steady development of fees
over time, the regulatory account was introduced
under Section 50 of the 2010 Austrian Electricity
Industry and Organisation Act (EIWOG 2010) and
also under Section 59(8) EIWOG 20710. These spe-
cial provisions in EIWOG 20710 regarding account-
ing treatment are applied by APG.

The option granted under Section 50(2) EIWOG
2010 to distribute relevant extraordinary income or
expenses over the regulatory account is exercised
as needed. The option granted under Section 59(8)
EIWOG 2010 to recognise an asset item for the
time lag arising in connection with the settlement
of system charges is also applied.

» Reqgulatory assets: APG's higher costs and/or
lower revenue will be compensated in future
years by grid users being charged higher tariffs.
This future claim is presented as an asset under
other receivables.

» Regulatory liabilities: APG is obligated to reim-
burse grid users for lower costs and/or higher
revenue by charging lower tariffs. Such obliga-
tions are presented as current provisions in the
year of recognition. In the subsequent year, this
provision will be reclassified as a regulatory lia-
bility as specified in a notice received from the
regulator and presented under other liabilities.

Provisions

Provisions reflect all identifiable risks attributable
to a past financial year and include all amounts
deemed necessary based on prudent business
judgement.
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Provisions for termination benefits are allocated at
the full actuarial amount based on the projected
unit credit method typically used in international
accounting. With respect to termination benefit
obligations, service cost is allocated over the entire
length of service, but at most over the period in
which the employee maximises their termination
benefit entitlement (or reaches the age of 62). Em-
ployees whose contracts began after 31 December
2002 are not entitled to a direct claim against their
employer for statutory termination benefits. For
these employment contracts, the employer pays
1.53% of the salary monthly into an employee pen-
sion fund in which the premiums are invested for
the employee. The provisions for termination bene-
fits reflect regulations that go beyond the statu-
tory claims specified under the collective agree-
ment for energy providers.

APG is obligated based on labour-management
agreements and contracts to pay pension benefits
to employees when they retire if certain require-
ments are met. Dedicated pension fund assets of
APK Pensionskasse AG are available to cover some
of these defined benefit obligations. The provi-
sions determined in accordance with the projected
unit credit method typically applied in international
accounting standards are presented net of pension
fund assets. The employer is obligated to provide
additional funding to the extent that these defined
benefit obligations are to be fulfilled by APK Pen-
sionskasse AG. The defined contribution plans do
not result in any obligation on the part of the em-
ployer in excess of the premium payments.

Provisions for current pensions, vested pension
benefits and similar obligations are determined
based on the projected unit credit method.

Interest expense pertaining to personnel-related
obligations is presented in the financial result in
accordance with international standards.

The calculations were based on the “AVO 2018-P
Actuarial Assumptions for Pension Insurance” in
force since 2018.

The interest rate applied for the expected return

on plan assets was the same as the one used to
calculate the associated provisions.

Austrian Power Grid AG
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Calculations as at 31 December 2020 and 371 De-
cember 2079 are based on the following assump-

tions:
2019 2020
Interest rate
Pensions and similar obligations 0.75% and 0.75%
1.00%
Termination benefits 0.75% 0.50%
Trend
Increases in pension 2.00% 2.00%
Increases in salary 2.75% 2.75%
Contribution payments for 6.00% 6.00%
obligations similar to pensions -
old contracts
Contribution payments for 3.75% 3.75%
obligations similar to pensions -
new contracts
Turnover 0.00%- 0.00%-
4.10% 4.10%
Retirement age for women 56.5-65y 56.5-65y.
Retirement age for men 61.5-65y 61.5-65y.
Expected long-term return on fund 0.75% 0.75%
assets
Liabilities

Liabilities are recognised at their settlement
amount based on the principle of prudence.
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Taxes onincome

Austrian Power Grid AG is not a taxable entity in
terms of corporate income tax due toits inclusion
as a member of the corporate group of the parent
entity VERBUND AG (Group and Tax Allocation
Agreement dated 21 September 2005).

The members of the group are charged attributa-
ble amounts for corporate income tax incurred by
them in the form of positive tax allocations
amounting to 25% of their attributable positive in-
come; if a loss is generated, they are credited 25%
of their attributable negative income in the form of
negative tax allocations. The offsetting of allocated
tax amounts shifts the tax expense within the
group parent’s income statement.

The tax offsets with the group members are only
adjusted to reflect subsequent differences if they
are material.

APG’s participation in the horizontal monitoring
project means there is permanent dialogue with
the tax authorities instead of a subsequent exter-
nal audit. The goal is to increase legal certainty and
planning reliability in tax matters. Participants in
this project first have to implement a tax review
system. For more information, see the notes in the
management report under “Risk and opportunity
management”.

Austrian Power Grid AG

Il. Notes to the balance sheet and income
statement

General information

Individual line items are consolidated in the balance
sheet and income statement in the interest of clar-
ity. These line items are explained separately in the
notes to the financial statements.

In accordance with Section 223(7) UGB, items in
the balance sheet and income statement that did
not show an amount in either the financial year or
the previous year are not stated. In accordance
with Section 223(4) UGB, the descriptions of the
items were shortened or expanded to reflect their
actual contents if it was deemed to increase the
clarity and understanding of the annual financial
statements.

As a general rule, if the presentation changes in
comparison to the previous year, the amounts re-
ported for the previous year are adjusted and ex-
plained in accordance with Section 223(2) UGB.

Effects of COVID-19 on APG

After the government unveiled drastic measures to
contain the spread of the coronavirus, APG acti-
vated its crisis management procedures on

10 March 2020. At the same time, construction on
all building projects was temporarily halted, and a
large proportion of the workforce has since been
working from home. As construction projects were
allowed to resume in early April with due ob-
servance of safety protocols, this did not have a
significant impact on APG's business activities.

The nationwide measures also led to a load decline
in APG's grid, reducing both volume-based grid
usage revenue and congestion management costs.
The establishment of regulatory accounts cushions
fluctuations in earnings, which is why this also does
not have a significant impact on APG's business
activities.

For more information on the effects of COVID-19,
see the information provided in the management
report.
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Notes regarding assets

A. Fixed assets
For more details, see the separate "Statement of
changes in fixed assets".

[1] 1. Intangible fixed assets
The net carrying amount of the rights to use plants
acquired from affiliated companies amounts to
€136.9k (previous year: €227.7k).

[2] . Tangible fixed assets
The capitalised borrowing costs related to the fi-
nancing of tangible fixed assets in the years up to
and including 1989 for the transmission systems
contributed by VERBUND AG in 1999 amounted to
€4,544.0k (previous year: €5,071.7k).

[3]1ll. Long-term financial assets
Disclosures required under Section 238(1)(4) UGB
are presented in a separate schedule entitled Dis-
closures regarding other long-term equity invest-
ments in accordance with Section 238(1)(4) UGB.

Changes in equity investments and securities clas-
sified as fixed assets can be found in the separate
“Statement of changes in fixed assets”.

Long-term securities
These primarily consist of shares in Austrian invest-
ment funds and loans.

B. Current assets

[4]1. Inventories

€K 2019 2020

Consumables and operating 470.3 488.5

supplies

Austrian Power Grid AG
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[5] Il. Receivables and other assets

€K 2019 2020
Regulatory assets 52,520.6 29,941.2
Local tax offices 48.4 2,092.3
Security deposits 1,178 1 11983
Personnel accounting 194.8 210.1
Relating to social security 77.2 63.6
Other 5163.4 155.2

Other receivables include income in the amount of
€30,096.3k (previous year: €57,684.0k) that will
not be realised until after the balance sheet date in
accordance with Section 225(3) UGB.

The item "Other” includes receivables of €31.4k
from Austria Wirtschaftsservice Gesellschaft mbH
(aws) arising from investment subsidies for invest-
ments made in the financial year. The investment
volume for which an application was submitted
pursuant to the COVID-19 Investment Subsidy Act
(Covid-19-Investitionspramiengesetz) is €148.1k.

Regulatory assets were described in the “Account-
ing policies” section. This line item shows the fol-
lowing changes:

€K 2019 2020
As at1/1 79.,463.6 52,520.6
Addition 14,673.4 16,519.3
Disposal -41,616.4 -39,098.7
52520,
of which maturity > 1year 13,421.8 16,466.9
[6] C. Deferred tax assets
€K 2019 2020
Social capital 18,591.0 18,447.8
Untaxed reserves -9,934.8 -9,568.7
Other 840.4 -4723.4

The calculation was based on a tax rate of 25%.
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Notes regarding equity and liabilities

A. Equity

[7]1. Called and paid-in share capital
The subscribed capital amounts to €70,000.0k
and is fully paid in and divided into 70,000,000

registered no-par-value shares.

[8] II. Capital reserves

€K 2019 2020
Restricted capital reserves 7,000.0 7,000.0
Unallocated capital reserves 8,3835 8,383.5

The restricted capital reserves correspond to 10%
of subscribed capital.

[9]1Il. Revenue reserves

€K 2019 2020
Unappropriated reserves 334,129.3 352,590.0
Unappropriated reserves in acc. 30,028.6 28,930.4

with Section 906(31) UGB

Effective 1January 2016, the untaxed reserves rec-
ognised in accordance with Section 205 UGB in the
version prior to the federal law published in Official
Federal Gazette (BGBI.) | no. 22/2015 were reclas-

sified as revenue reserves less 25% deferred taxes

in accordance with Section 906(31) UGB.

[10] IV. Net retained profits

Changes in net retained profits are shown below:

€K

As at 31/12/2019 Q.733.9
Distribution of dividends -9,733.9
Net income 35,526.0
Allocation to revenue reserves -17.362.4

As at 31/12/2020 18,163.5

Austrian Power Grid AG

[11] B. Provisions

1. Provisions for termination benefits

€K 2019 2020
Premium reserve based on actuarial 21,749.4 21,4593
calculations

Taxed portion of provisions 21,749.4 21,4593

In accordance with Section 14 of the Austrian In-
come Tax Act (EStG), the provision was transferred
in 2002 tax-exempt to a reserve qualifying as
taxed (Section 124b(68) EStG).

2. Provisions for pensions and similar obligations

€K 2019 2020
Pension provisions 72,641.9 71,3455
Of which obligations similar to 29,041.4 29,708.5

pensions
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3. Other provisions
€K 2019 2020
Other provisions related to the
electricity/grid business
Regulatory reserves 127.677.4 143,552.1
Grid billing

Services not yet billed 18,062.4 30,934.8
Other personnel-related provisions
Premiums 4,515.7 4,847.9
Unused holidays 4,454.9 4,180.3
Anniversary bonuses 2,447.9 2,984.8
Holiday bonus 1,969.6 2,192.6
Funeral benefit 868.1 824.4
Time credits 6851 771.6

Deliveries and services 91,242.4 99,403.3
not yet billed

At the reporting date, the unbilled services from
grid billing include a provision for subsequent bill-
ing of congestion management and redispatching
by TenneT in the amount of €3,223 5k for the
years 2017-2020. In addition, several wind power
operators filed claims seeking appropriate com-
pensation for the economic disadvantages incurred
as a result of restrictions in wind feed-in. A provi-
sion of £€260.8k was recognised for this.

Regulatory provisions were described in the
“Accounting policies” section and show the follow-
ing changes:

€K 2019 2020
As at 1/1 120,773.4 127,677.4
Addition 127.677.4 144,245.1
Disposal -18.5 -1,056.0
Reclassification as a regulatory -120,754.9 -127,314.4

liability

As at 31/12 127,677.4 143,552.1

Austrian Power Grid AG
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[12] C. Liabilities

2. Trade payables

€K 2019 2020
Trade payables 16,258.0 18,287.6
of which maturity > 1year 509.5 700.1
of which maturity > 5 years 88.7 135.3
3. Liabilities to affiliated companies
€K 2019 2020
Liabilities to affiliated companies 633,041.9 814,117.7
of which financial 616,227.0 795,299.3
liabilities
of which trade payables 16,814.9 18,818.4
of which maturity > 1year 218,500.0 214,000.0
of which maturity > 5 years 376,687.5 564,062.5
5. Other liabilities
€K 2019 2020
Regulatory liabilities 272,306.9 280,837.8
Easement agreements 3,683.6 19,4447
From taxes 11,656.9 1,360.0
Relating to social security 1,108.2 1,225.5
Payments received as a result of 0.0 0.0
electricity business valuation
Other 123.2 691.8

of which maturity > 1year 66,949.9 58,749.4
69,335.3 77,2711

of which maturity > 5 years

Other liabilities include expenses in the amount of
€282,813.6k (previous year: €£274,812.9k) that will
be realised after the balance sheet date in accord-
ance with Section 225(6) UGB.
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Regulatory liabilities are described in detail under
“Accounting policies”. They show the following
changes:

€K 2019 2020
As at1/1 214,449.6 272,306.9
Addition 16,2241 17,639.7
Disposal -791217  -136,4233
Reclassification as a regulatory 120,754.9 127.314.4
liability

of which maturity > 1year 66,633.4 57.262.7
of which maturity > 5 years 68,166.7 60,041.7

[13] D. Deferred income

€K 2019 2020
Building cost contributions 94,774.8 106,879.2
(financial contributions)

Other

Investment grants 11,750.9 11,2445
Prepayments for auctions 1.869.5 1,479 1
Revaluation of securities in 1.242.3 995.6
accordance with RAG 2014

Other 545.2 6371

Building cost contributions relate to third-party
contributions associated with the use of individual
facilities.

Deferred income includes €12,802.6k (previous
year: £12,303.0k) related to affiliated companies.

In financial year 2020, applications were submitted
for the COVID-19 investment subsidy in the
amount of €148 1k. Of this figure, €31.4k had al-
ready been recognised in the balance sheet at the
reporting date.

Austrian Power Grid AG
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Notes to the income statement

[14]1. Revenue

€K
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2019 2020

Revenue from electricity delivery and grid tariff settlement

Austria Energy providers 435,367.7 4521371
Industrial customers 6,938.5 33,8741
Other customers 491661 45,877.9

491,472.4 501,889.1

EU Energy providers 110,194.4 74,993.3

Other customers 1,365.9 1129.0

111,560.2 76,122.3

Other Energy providers 3,182.6 19635
countries

Other customers 0.0 19.3

3,182.6 1,982.8

User and management fees

Austria Energy providers) -6,137.2 -800.7
Industrial customers 91.3 0.2

Other customers 601 171.4

-5,985.9 -629.1

EU Energy providers?) -2,676.0 -1,555.0

Other customers?)

125,804.1 112,753.6

123,128.2 111,198.6

Other revenue

6,584.6 5,239.6

K Negative revenue in the EU arises as a result of auction revenue forwarded to the merchant line.

2) Other customers in the EU only include the Joint Auction Office (JAO) in Luxembourg, which carry out the auction of marginal capacities for APG.

Austrian Power Grid AG
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[15] 3. Other operating income

€K 2019 2020

a) Income from the disposal of fixed assets with the exception of long-term financial assets 194.9 288.4

b) Income from the reversal of provisions 428.7 2,562.8
c) Miscellaneous

Reversal of building cost contributions 7,217.7 7.260.1

Reversal of investment grants 545.7 538.1

Other 798.2 982.9

8,561.6 8,781.1

[16] 6. Personnel expenses

€K 2019 2020
a) Wages 3753 3831
b) Salaries 50,525.1 52,9761

50,900.4 53,359.2

) Social expenses

Cost of old age pensions

Early retirement benefits, pension payments and similar obligations 3,485.3 3,279.0
Change in the provisions for pensions 2,111 -1,892.4
and similar obligations

Pension fund contributions (including additional funding obligations) 4,466.0 1392.4
10,062.4 2,779.0

aa) Expenses for termination benefits and payments to employee pension funds
Termination benefits 1,456.7 1,589.7
Change in the provision for termination benefits 1,891.0 -449.2
Premium payments to employee pension fund 478.9 550.7
3,826.5 1,691.2
bb) Expenses for social security contributions as required by law as well as income-based 11,507.7 12,159.3

charges and mandatory contributions

Other social expenses 641.0 721.5

Pension fund contributions include payments for defined contribution plans and defined benefit plans.
Any obligation to provide additional funding to APK Pensionskasse AG relates exclusively to defined bene-
fit commitments.

Austrian Power Grid AG
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[17] 7. Depreciation and amortisation
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€K 2019 2020
Amortisation of intangible fixed assets and depreciation of tangible fixed assets
Depreciation and amortisation in the financial year 90,455.3 91,953.2
Immediate write-offs of low-value assets in accordance with Section 13 EStG 2447 648.8

[18] 8. Other operating expenses

92,602.1

€K 2019 2020
a) Taxes not included in taxes on income 369.5 337.0
369.5 337.0

b) Miscellaneous
Third-party deliveries and services for repair and maintenance 23,046.4 18,766.7
Regulatory costs 11,4415 11,701.6
Telecommunications services and data services 10,202.3 11,0471
IT support, electronic data processing 5,662.7 6,274.7
Allocations to other regulatory liabilities 54241 3,909.0
Legal, audit and consulting expenses 3,058.9 3,779.8
Operating costs for buildings, rent and leasing 3,400.0 3,756.2
Temporary staff and personnel secondment 3,094.4 3,450.2
Consumables for offices, operations and maintenance 2,784.9 2,025.0
Advanced training and further education (incl. apprentice training) 1,382.1 1,108.6
Travel expenses 1,851.1 1,029.3
Insurance 280.0 203.4
Miscellaneous administrative expenses 153.4 182.3
Write-downs of and valuation allowances on receivables Q.0 133.3
Other expenses 11,6701 8,250.1
83,400.9 75,617.4

] s37704

[19] 16. Financial result

75,954.4

€K 2019 2020
Other interest and similar income
From affiliated companies 31 2.2
Other 225 35
I ETY
Interest and similar expenses
From affiliated companies 22,582.9 23,765.4
Interest components for long-term provisions for personnel expenses 1,589.3 779.9
Other 559.7 326.0

] 2739

Austrian Power Grid AG
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In 2019, write-downs of long-term securities amounting to €1,915.4k were netted against the reversal of
deferred income resulting from the reversals of write-downs and reported under the item "Expenses for
long-term financial assets and securities classified as current assets”.

[20]18. Taxes on income

€K 2019 2020
From the group parent
Income tax for the current period 8,115.1 6,092.8
Deferred tax assets
from social capital -2,102.5 143.2
from untaxed reserves -5515 -366.1
from other -167.7 5,563.8
-2,821.7 5,341.0

With the entry of RAG 2014 into force, the untaxed reserves were recognised in equity in the carrying
amount as at 1January 2016 less 25% deferred taxes. Deferred taxes were recognised for the first time
directly in equity. Deferred taxes will be reversed in line with the gradual reversal of the untaxed reserves.

The item earnings before taxes is reduced by income tax in the amount of €11,433 8k (previous year:
€5293.4k).

Austrian Power Grid AG
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lll. Other disclosures

1. Total amount of other financial commitments
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€K Total commitment 2021 2021-2025
Main items

Rent and lease agreements 1) 15,055.3 72,239.7
Other (insurance, compensations, fees for usage and operational management) 1) 3,827.3 16,143.8
Purchase commitments for reserve capacity contracted for congestion 98,435.2 98,435.2 98,435.2
management

Purchase commitments for supplies and services 587,664.5 276,351.6 587,664.5
Purchase commitments for energy to cover system losses 117,869.7 117,869.7 117,869.7
Purchase commitment for balancing energy 1.560.6 1.560.6 1560.6
of which to affiliated companies 1) 73,775.9 125,837.3

7 The total commitment cannot be determined because the contractual periods are indefinite.

APG is obligated to provide additional funding to
landowners for a limited period of up to ten years
after a power line is put into operation if a portion
of the developable land is rededicated.

In June 2018, 31 European transmission system
operators (including APG) involved in the Cross-
Border Intraday Market (XBID) project concluded a
contract stipulating indemnification for the 16
power exchanges with respect to third-party claims
for damage on the one hand and liability between
the transmission system operators on the other.
The liability regime provides for a cap on liability
wherever possible. However, liability is unlimited
where the law does not allow for a limitation on lia-
bility.

At the balance sheet date, four employees had a
letter of loyalty granting them a higher degree of
protection against layoffs. To qualify, an employee
must have worked for VERBUND for at least 20
years and be at least 45 years of age.

APG is obligated based on labour-management
agreements and contracts to pay pension benefits
to employees when they retire if certain require-
ments are met. The employer is obligated to pro-
vide additional funding to the extent that these
pension obligations are to be fulfilled by APK Pen-
sionskasse AG. Due to the trend on the financial
markets, APK Pensionskasse AG reported an antici-
pated obligation to provide additional funding in
the amount of €0.0k (previous year: €0.0k).

Austrian Power Grid AG

2. Transactions with related parties

As a transmission system operator, APG is obli-
gated under EIWOG 20710 to ensure the balance
between generation and consumption for the pur-
pose of operating a secure system as well as to
maintain frequency and voltage. Reserve capacity
for use in congestion management was contracted
from a number of plant operators in 2018, includ-
ing VERBUND Thermal Power GmbH & Co KG.

Grid services in the form of control power and
energy to cover system losses are also purchased
from VERBUND AG, VERBUND Hydro Power GmbH,
VERBUND Energy4Business GmbH and VERBUND
Energy4Flex GmbH.

A contract has been entered into with VERBUND
Services GmbH for the billing of services in the
areas of IT and telecommunications as well as
administrative services.

A contract has been entered into with VERBUND
Finanzierungsservice GmbH for the settlement of
services relating to the processing of payment
transactions and cash management.

In financial year 2020, all agreements entered into
with members of the Supervisory Board or any en-
tities closely associated with individual members of
the Supervisory Board were formed at arm’'s length
as defined under Section 238(1)(12) UGB. Services
were rendered for various companies of the
VERBUND consolidated group; these contracts
were approved by E-Control Austria.
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3. Number of personnel
Average 2019 2020
Salaried employees 497 535
Apprentices 23 23

4. Expenses for termination benefits and pensions

€K 2019 2020
Members of the Managing Board 1351 59.3
Managerial employees 256.7 112.8
Employees 13,497.2  4,298.0

5. Governing bodies of the company

The details regarding the Company’s governing
bodies (members of the Executive Board and Su-
pervisory Board) are provided before the manage-
ment report.

The Executive Board comprised two members in
the financial year. No loans or advances were paid
to the members of the Executive Board.

€K 2019 2020
Remuneration of two members of the
Executive Board
Fixed remuneration 504.9 5141
Variable remuneration’ 3895 207.6

") Variable remuneration for the respective financial year is paid starting in
June of the following year in 14 equal payments because whether or not
goals have been achieved can only be determined during the first quar-
ter of the following year. Consequently, the variable components shown
are the proportionate variable components paid to the members of the
Executive Board in 2020 in respect of financial years 2018 and 2019
Variable remuneration for 2020 will be paid starting in June 2021.

Remuneration for members of the Supervisory

Board in the financial year amounted to £52.9k
(previous year: £57.7k).

6. Intra-group relationships

The parent company of APG obligated to prepare
consolidated financial statements is VERBUND AG,
Am Hof 6a, 1010 Vienna.

Austrian Power Grid AG is a member of the parent

company'’s corporate group (as defined under Sec-
tion 9(8) of the Corporate Income Tax Act (KStG)).

Austrian Power Grid AG

Due to APG's inclusion in the consolidated financial
statements of VERBUND AG, Vienna, as well as the
corresponding disclosure of expenses for the audi-
tor in the aforementioned consolidated financial
statements, this information is omitted in these
annual financial statements.

The consolidated financial statements are filed
with the commercial register of the Vienna Com-
mercial Court.

7. Influence of the 3rd EU Internal Energy Market
Package in Austria

VERBUND has decided to implement the ITO (Inde-
pendent Transmission Operator) as defined under
the 3rd EU Internal Energy Market Package and
EIWOG 2010, which entailed stricter unbundling
rules, thereby remaining the owner of APG.

APG received ITO certification in a notice issued by
E-Control Austria (ECA) dated 12 March 2012. The
official designation as an independent transmis-
sion operator was announced in the Austrian Fed-
eral Law Gazette (BGBI) 11134/2012 on 19 April
2012 by the Austrian Federal Minister of Economy,
Family and Youth. In accordance with

Section 27(2)(3) EIWOG, the compliance officer be-
gan his activities on 1March 2012.

Business transactions as defined under Sec-
tion 8(3) EIWOG will be carried out in particular
with the following companies:
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Electricity deliveries

VERBUND Hydro Power GmbH, VERBUND Thermal
Power GmbH & Co KG, Ennskraftwerke Aktienge-
sellschaft, VERBUND Energy4Flex GmbH

Grid services

VERBUND Hydro Power GmbH, VERBUND Thermal
Power GmbH & Co KG, VERBUND
Energy4Business GmbH, VERBUND Wind Power
Austria GmbH, Ennskraftwerke Aktiengesellschaft,
Osterreichisch-Bayerische Kraftwerke AG,
Donaukraftwerk Jochenstein AG, KNG-Karnten
Netz GmbH, Energienetze Steiermark GmbH,
VERBUND AG

Telecommunications
VERBUND Services GmbH

Managerial services
VERBUND Verfahren Umwelt Management GmbH,
VERBUND Services GmbH, VERBUND AG

Financing
VERBUND Finanzierungsservice GmbH,
VERBUND AG

Personnel secondments
VERBUND Services GmbH

Austrian Power Grid AG
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IV. Appropriation of profits

The Executive Board proposes the following appro-
priation of profit to the Annual General Meeting:

€K 2020
Net income 35,526.0

Distributable profit | 35,526.0]

Retained profit 17,362.4
Distribution of dividends 18,163.5

Appropriation of profit m

V. Events after the balance sheet date
No events have occurred after the balance sheet
date that would require a separate description in

accordance with Section 238(1) no. 11 UGB.

Vienna, 29 January 2021
Executive Board

eys

DI Mag. (FH) Gerhard Christiner

(acll

Mag. Thomas Karall
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EBIT
Earnings before interest (including personnel-
related interest) and taxes.

Notional debt repayment period
Ratio of debt to the surplus funds from ordinary
activities.

Gearing
Net indebtedness in relation to equity plus untaxed
reserves adjusted for deferred taxes and invest-
ment grants.

Net cash flow
Balance of cash inflows and outflows, usually bro-
ken down into net cash flow from operating activi-
ties, investing activities and financing activities.

Net current assets
Current assets (including current loans and current
prepaid expenses) less short-term liabilities
(including current deferred income).

Austrian Power Grid AG

Calculation

Operating profit

Financial result

Interest expense

Calculation

EBIT

Provisions

Liabilities

Other securities and shares
classified as current securities

Surplus funds from current activities

Calculation

NOTIONAL DEBT REPAYMENT PERIOD

Net debt

Equity

Calculation

GEARING

Net cash flow from operating activities

Net cash flow from investing activities

Net cash flow from financing activities

Calculation

NET CASH FLOW

Net current assets from operating activities

Net current assets from financing activities

NET CURRENT ASSETS (WORKING CAPITAL)
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Net debt
Interest-bearing debt less cash and cash equiva-
lents (including securities and shares classified as
current securities) adjusted for closed assets and
closed liabilities.

APG-ROCE
Return on capital employed according to APG's cal-
culation: result before interest expense (including
personnel-related interest) less attributable taxes
in relation to the interest-earning capital basis.

ROE
Return on equity: result from ordinary activities in
relation to equity plus untaxed reserves adjusted
for deferred taxes and investment grants at the
beginning of the financial year.

ROI
Return on investment: result before interest ex-
pense (including personnel-related interest) and
taxes in relation to total capital at the beginning of
the financial year.

ROS
Return on sales: result before interest expense (in-
cluding personnel-related interest) and taxes in re-
lation to sales (revenue).

Austrian Power Grid AG

Calculation
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Interest-bearing provisions

Interest-bearing liabilities

Net balance with closed items

GROSS DEBT

Financial assets

Calculation

NET DEBT

Operating profit

Interest-earning capital basis

Calculation

APG-ROCE

Result from ordinary activities

Equity as at1/1

Calculation

ROE

EBIT

Total capital as at 1/1 adjusted for closed items.

Calculation

ROI

EBIT

Revenue

ROS
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Audit Opinion

We have audited the financial statements of Aus-

trian Power Grid AG, Vienna. These financial state-
ments comprise the balance sheet as of December
31, 2020, the income statement for the fiscal year

then ended and the notes.

Based on our audit the accompanying financial
statements were prepared in accordance with the
legal regulations and present fairly, in all material
respects, the assets and the financial position of
the Company as of December 31, 2020 and its fi-
nancial performance for the year then ended in ac-
cordance with Austrian Generally Accepted Ac-
counting.

Basis for Opinion

We conducted our audit in accordance with Aus-
trian Standards on Auditing. Those standards re-
quire that we comply with International Standards
on Auditing (ISA). Our responsibilities under those
regulations and standards are further described in
the "Auditor’'s Responsibilities for the Audit of the
Financial Statements" section of our report. We are
independent of the Company in accordance with
the Austrian General Accepted Accounting Princi-
ples and professional requirements and we have
fulfilled our other ethical responsibilities in accord-
ance with these requirements. We believe that the
audit evidence we have obtained until the date of
this auditor’s report is sufficient and appropriate
to provide a basis for our opinion by this date.

*) This report is a translation of the original report in German, which is
solely valid. Publication or sharing with third parties of the financial
statements together with our auditor's opinion is only allowed if the
financial statements and the management report are identical with
the German audited version. This audit opinion is only applicable to
the German and complete financial statements with the manage-
ment report. Section 2871 paragraph 2 UGB (Austrian Company
Code) applies to alternated versions

Austrian Power Grid AG

Report™)

Other Information

Management is responsible for the other infor-
mation. The other information comprises the infor-
mation included in the annual report, but does not
include the financial statements, the management
report and the auditor’s report thereon. The annual
report is estimated to be provided to us after the
date of the auditor's report.

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

In connection with our audit of the financial state-
ments, our responsibility is to read the other infor-
mation, as soon as it is available, and, in doing so,
to consider whether - based on our knowledge ob-
tained in the audit - the other information is mate-
rially inconsistent with the financial statements or
otherwise appears to be materially misstated.

Responsibilities of Management and of the Audit
Committee for the Financial Statements
Management is responsible for the preparation of
the financial statements in accordance with Aus-
trian Generally Accepted Accounting Principles, for
them to present a true and fair view of the assets,
the financial position and the financial perfor-
mance of the Company and for such internal con-
trols as management determines are 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, management
is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as ap-
plicable, matters related to going concern and us-
ing the going concern basis of accounting unless
management either intends to liquidate the Com-
pany or to cease operations, or has no realistic al-
ternative but to do so.

The Audit Committee is responsible for overseeing
the Company's financial reporting process.
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Auditor’'s Responsibilities for the Audit of the
Financial Statements

Our objectives are to obtain reasonable assurance
about 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 Aus-
trian Standards on Auditing, which require the ap-
plication of ISA, always detect a material misstate-
ment when it exists. Misstatements can arise from
fraud or error and are considered material if, indi-
vidually or in the aggregate, they could reasonably
be expected to influence the economic decisions of
users taken on the basis of these financial state-
ments.

As part of an audit in accordance with Austrian
Standards on Auditing, which require the applica-
tion of ISA, we exercise professional judgment and
maintain professional scepticism throughout the
audit.

We also:

» identify and assess the risks of material mis-
statement 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, in-
tentional omissions, misrepresentations, or the
override of internal control.

» obtain an understanding of internal control rele-

vant to the audit in order to design audit proce-

dures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal
control.

evaluate the appropriateness of accounting pol-

icies used and the reasonableness of accounting

*) This report is a translation of the original report in German, which is
solely valid. Publication or sharing with third parties of the financial
statements together with our auditor's opinion is only allowed if the
financial statements and the management report are identical with
the German audited version. This audit opinion is only applicable to
the German and complete financial statements with the manage-
ment report. Section 281 paragraph 2 UGB (Austrian Company

Code) applies to alternated versions.
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estimates and related disclosures made by man-
agement.

» conclude on the appropriateness of manage-
ment's use of the going concern basis of ac-
counting and, based on the audit evidence ob-
tained, whether a material uncertainty exists
related to events or conditions that may cast
significant doubt on the Company’s ability to
continue as a going concern. If we conclude that
a material uncertainty exists, we are required to
draw attention in our auditor’s report to the re-
lated 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 audi-
tor's report. However, future events or condi-
tions may cause the Company to cease to con-
tinue as a going concern.

» evaluate the overall presentation, structure and
content of the financial statements, including
the disclosures, and whether the financial state-
ments represent the underlying transactions
and events in a manner that achieves fair
presentation.

We communicate with the Audit Committee re-
garding, among other matters, the planned scope
and timing of the audit and significant audit find-
ings, including any significant deficiencies in inter-
nal control that we identify during our audit.
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Auditor’s report”

Comments on the Management Report

Pursuant to Austrian Generally Accepted Account-
ing Principles, the management report is to be au-
dited as to whether it is consistent with the finan-
cial statements and as to whether the management
report was prepared in accordance with the appli-
cable legal regulations.

Management is responsible for the preparation of
the management report in accordance with Aus-
trian Generally Accepted Accounting Principles.

We conducted our audit in accordance with Aus-
trian Standards on Auditing for the audit of the
management report.

Opinion

In our opinion, the management report for the
Company was prepared in accordance with the
valid legal requirements and is consistent with the
financial statements.

*) This report is a translation of the original report in German, which is
solely valid. Publication or sharing with third parties of the financial
statements together with our auditor's opinion is only allowed if the
financial statements and the management report are identical with
the German audited version. This audit opinion is only applicable to
the German and complete financial statements with the manage-
ment report. Section 2871 paragraph 2 UGB (Austrian Company
Code) applies to alternated versions

Austrian Power Grid AG

Statement

Based on the findings during the audit of the fi-
nancial statements and due to the thus obtained
understanding concerning the Company and its
circumstances no material misstatements in the
management report came to our attention.

Vienna, 29th of January 2021

Ernst & Young
Wirtschaftsprifungsgesellschaft m.b.H.

Mag. Stefan Uher mp
Certified Public Accountant

ppa Mag. (FH) Rosemarie Kénig mp
Certified Public Accountant
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Report of the Supervisory

Board

During the reporting period, the Supervisory Board
performed its duties and exercised its powers un-
der the law and the Articles of Association in four
ordinary plenary meetings, four ordinary Work-
ing/Audit Committee meetings and one Annual
General Meeting. In doing so, it took into consider-
ation the specific statutory provisions (Sections
28-32 EIWOG 2010) applicable to APG as an inde-
pendent transmission operator (ITO). Due to the
nature of APG's activities, a voluntary Audit Com-
mittee was set up as defined under the Austrian
Stock Corporation Act (AktG). The Working Com-
mittee therefore also acts as an audit and emer-
gency committee.

The managing directors of the Executive Board
were reviewed by the Supervisory Board on an on-
going basis based on oral and written reports on
the course of business and the position of the
Company. These reviews did not lead to any objec-
tions. The accounting system and financial state-
ments were audited by Ernst & Young GmbH, Vi-
enna. The auditor reported on its findings in
writing. The auditor found that the Executive Board
had provided all requested information, that the
bookkeeping system and the financial statements
complied with the legal requirements and give a
true and fair view of the Company's financial posi-
tion and financial performance, and that the man-
agement report was consistent with the financial
statements.

Austrian Power Grid AG

The Supervisory Board reviewed these annual fi-
nancial statements prepared in accordance with
the Austrian Commercial Code (UGB), for which
the auditor issued an unqualified auditor’s report,
as well as the Executive Board’s management re-
port. The Executive Board's management report
was approved and acknowledged. The annual fi-
nancial statements were approved by the Supervi-
sory Board, whereby they are approved in accord-
ance with Section 96(4) AktG.

The Chairman of the Supervisory Board is in regular
contact with the Executive Board. In particular, they
regularly discuss the performance of the Company,
new European developments, operational chal-
lenges and progress in infrastructure and mainte-
nance projects. The Executive Board normally met
every 14 days. The Chairman of the Supervisory
Board and the Executive Board confirm that dis-
cussions were held in an open manner, both at the
meetings of the Supervisory Board and the meet-
ings of the Working and Audit Committee as well as
at the meetings of the Executive Board.

The Supervisory Board would like to thank the Ex-
ecutive Board and all of the Company's employees
for overcoming the difficult challenges with which
they have been presented.

Vienna, March 2021

On behalf of the Supervisory Board

{'—_—\

Dr. Peter F. Kollmann
(Chairman)
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