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Independent Auditor’s Report

To the shareholder of Joint Stock Company “National Joint Stock Company “Naftogaz of Ukraine”

Report on the audit of the separate financial statements

Our opinion

In our opinion, the separate financial statements present fairly, in all material respects, the separate financial
position of the Joint Stock Company “National Joint Stock Company “Naftogaz of Ukraine” (the “Company”) as
at 31 December 2021, and the Company’s separate financial performance and separate cash flows for the
year then ended in accordance with International Financial Reporting Standards (IFRS) and comply, in all
material respects, with financial reporting requirements of the Law on Accounting and Financial Reporting in

Ukraine.

Our auditor’s report is consistent with our additional report to the shareholder dated 17 May 2022.

What we have audited

The Company’s separate financial statements comprise:

the separate balance sheet (statement of financial position) as at 31 December 2021;

the separate statement of profit or loss (statement of comprehensive income) for the year then ended;
the separate statement of cash flows for the year then ended;

the separate statement of changes in equity for the year then ended; and

the notes to the separate financial statements, which include significant accounting policies and other
explanatory information.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the separate
financial statements section of our report.

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

Independence

We are independent of the Company in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics Standards
Board for Accountants (IESBA Code) and the ethical requirements of the Law on Audit of Financial Statements
and Auditing that are relevant to our audit of the separate financial statements in Ukraine. We have fulfilled our
other ethical responsibilities in accordance with these requirements and the IESBA Code.

The services, other than the mandatory audit, that we have provided to the Company in the period from
1 January 2021 to 31 December 2021 include our review of the interim condensed consolidated financial

statements of the Company for the 6 month period ended 30 June 2021.

Limited Liability Company Audit Firm “PricewaterhouseCoopers (Audit)”
75 Zhylyanska Str., Kyiv, 01032, Ukraine
T: +380 44 354 0404, www.pwc.com/ua



Material uncertainty relating to going concern

We draw attention to Note 2 in the separate financial statements, which indicates that the Company is exposed
to significant risks related to developments of the ongoing full scale military invasion of Ukraine by the Russian
Federation. The magnitude or timing of further developments or timing of when those actions will cease are
uncertain. As stated in Note 2, these events or conditions, along with other matters as set forth in this Note,
indicate that a material uncertainty exists that may cast significant doubt on the Company’s ability to continue

as a going concern. Our opinion is not modified in respect of this matter.

Emphasis of matter - iXBRL reporting

In accordance with the legislation in force as at the date of this audit report, the IFRS separate financial
statements of the Company should be prepared in a single electronic format (iXBRL). As described in Note 30
to the separate financial statements, as of the date of this audit report management of the Company has not yet
prepared the iXBRL report due to the circumstances described in Note 30 and plans to prepare and submit the

iXBRL report during 2022. Our opinion is not modified in respect of this matter.

Our audit approach

Overview

Materiality e Overall Company materiality: UAH 2,665 million, which

represents 0.75% of net assets.

Key audit matters e Valuation of receivables for natural gas

e Compliance with certain covenants of the loan agreements and
the Eurobonds prospectuses that could affect classification of
the Company’s debt

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
separate financial statements. In particular, we considered where management made subjective judgements;
for example, in respect of significant accounting estimates that involved making assumptions and considering
future events that are inherently uncertain. As in all of our audits, we also addressed the risk of management
override of internal controls, including among other matters, consideration of whether there was evidence of
bias that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the
separate financial statements as a whole, taking into account the structure of the Company, the accounting
processes and controls, and the industry in which the Company operates.



Materiality

The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the separate financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of the separate
financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality, including
the overall Company materiality for the separate financial statements as a whole as set out in the table below.
These, together with qualitative considerations, helped us to determine the scope of our audit and the nature,
timing and extent of our audit procedures and to evaluate the effect of misstatements, if any, both individually
and in aggregate on the separate financial statements as a whole.

Overall Company materiality UAH 2,665 million

How we determined it 0.75% of net assets

Rationale for the materiality The Company is a state-owned business which operates on the highly
benchmark applied regulated gas market, where existing legislation and market culture

imposes certain limitations on the ability of the Company to influence
prices and select customers. Most of the customers of the Company
also operate on markets with regulated tariffs and their ability to pay to
the Company is highly dependent on the state tariff regulation and
compensation mechanisms. During recent years certain fundamental
changes occurred on the Ukrainian gas market aimed to make it more
liberal. However, the liberalisation process takes time therefore both
profits and revenues of the Company are distorted by these regulatory
factors and are also affected by other market factors (such as volatility
of gas price). As such neither profit before tax nor revenues were
considered to be an appropriate benchmark for materiality estimation.
Instead, we chose net assets as the benchmark because, in our view,
it represents a more appropriate measure of the size of the business.
We chose 0.75% which is in the range of acceptable quantitative
materiality thresholds.

Key audit matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the separate financial statements of the current period. These matters were addressed in the context of our
audit of the separate financial statements as a whole, and in forming our opinion thereon, and we do not
provide a separate opinion on these matters. In addition to the matter described in the Material uncertainty
relating to going concern section, we have determined the matters described below to be the key audit matter
to be communicated in our report.
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Key audit matter How our audit addressed the key audit matter

Valuation of receivables for natural gas
Refer to Notes 8, 31 to the separate financial statements

During the year the management of the Company As part of our audit procedures we performed the
reassessed its approach for determination of the level of  following:
expected credit losses (‘ECL”) for receivables from
sales of gas to all customers. The Company switched
from the simplified matrix of migration to a more
comprehensive methodology which is based on the
assessment of the Probability of Default (PD) for each
customer and Loss Given Default (LGD) for different g

- tested input data used and analysed

groups of customers. assumptions applied by management in the
The new ECL model was developed by the Company ECL model and classification of customers

based on statistical information which is adjusted for by group:

forward looking information. Given the Company - made enquiries at different levels of the
operates on a market which is currently in the process of Company management to corroborate
de-regulatlorj,' there are a pumt?er of Iegls_lgtwe and evidence obtained within verification of
market-specific factors which disrupt stability of cash

- assessed appropriateness of methodology
used by the management for the
determination of ECL, including calculation
of PD, LGD and incorporation of forward
looking information;

inflows from customers and make the process of assumptions.

estimation of the expected credit losses subjective.

Because of the significance of the receivable for gas We also assessed the adequacy of relevant
balance and related ECL to these separate financial disclosures related to the receivables balance,
statements and involvement of significant accounting including disclosure of relevant accounting
estimates and management judgements in the judgements and estimates with the sensitivity

assessment process, we considered the matter as a key ~ analysis in the notes to the separate financial
audit matter. statements.
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Key audit matter How our audit addressed the key audit matter

Compliance with certain covenants of the loan
agreements and the Eurobonds prospectuses that
could affect classification of the Company’s debt

Refer to Note 11 to the separate financial statements

Borrowings are disclosed in Note 11 to the financial
statements. Under the terms and conditions of the
credit agreements and the prospectuses for the bond
issues, the Company should comply with certain
financial and non-financial covenants, the breach of
which may result in the requirement of early
repayment of borrowings

The statement of financial position as at the reporting
date includes bank borrowings in the amount of

UAH 12,186 million, including long-term bank
borrowings of UAH 7,870 million and short-term bank
borrowings of UAH 4,316 million. In addition, it
includes Eurobonds borrowings in the amount of
UAH 41,331 million, including long-term Eurobonds
of UAH 32,193 million and short-term Eurobonds of
UAH 9,138 million.

The Company's management reviewed compliance
with these covenants during the reporting period and
as at the reporting date and concluded that no
breach of covenants occurred. We included this
issue in the key audit matters, as the amount of
borrowings is material and because the possibility of
early settlement of liabilities may result in a
significant cash outflow and, as a result, in liquidity
issues.

As part of our audit procedures we performed the
following:

- read the credit agreements and the
prospectuses for the Eurobond issues in terms
of certain covenants included therein, the
breach of which may result in the requirement
of early repayment of the borrowings;

- considered compliance with the certain
financial covenants by recalculating and
comparing the values to thresholds set by the
credit agreements and the prospectuses;

-  verified compliance with the certain non-
financial covenants by inspection of
documents confirming the compliance with
these conditions and obtained and examined
the Company’s correspondence with a state-
owned bank where the Company requested
and received clarification of terms of the
covenant as part of their assessment of
compliance with the covenants.

We also assessed the adequacy of the relevant
disclosures related to the compliance with the
covenants in the notes to the separate financial
statements.

Other information including the management report

Management is responsible for the other information. The other information comprises the separate
management report (but does not include the separate financial statements and our auditor’s report thereon),
which we obtained prior to the date of this auditor’s report, and the Annual report and the Annual information of
the issuer of securities, which are expected to be made available to us after that date.

Our opinion on the separate financial statements does not cover the other information, including the separate

management report.

In connection with our audit of the separate financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially inconsistent
with the separate financial statements or our knowledge obtained in the audit, or otherwise appears to be

materially misstated.

Based on the work undertaken in the course of our audit, in our opinion, the information given in the separate
management report for the financial year for which the separate financial statements are prepared is consistent

with the separate financial statements.
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In addition, in light of the knowledge and understanding of the entity and its environment obtained in the course
of the audit, we are required to report if we have identified material misstatements in separate management
report and other information that we obtained prior to the date of this auditor’s report. We have nothing to report
in this regard.

When we read the Annual report and the Annual information of the issuer of securities, if we conclude that
there is a material misstatement therein, we are required to communicate the matter to those charged with

governance.

Responsibilities of management and those charged with governance for the separate financial
statements

Management is responsible for the preparation and fair presentation of the separate financial statements in
accordance with IFRS and financial reporting requirements of the Law on Accounting and Financial Reporting
in Ukraine, and for such internal control as management determines is necessary to enable the preparation of
the separate financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the separate financial statements, management is responsible for assessing the Company’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

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

Auditor’s responsibilities for the audit of the separate financial statements

Our objectives are to obtain reasonable assurance about whether the separate 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 ISAs will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these separate financial
statements.

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

® |dentify and assess the risks of material misstatement of the separate financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

® Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control.

® Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

® Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the 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 related
disclosures in the separate financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the Company to cease to continue as a going concern.



rl[

pwec

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

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

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

Report on other legal and regulatory requirements

Additional information provided in accordance with the National Securities and Stock Market
Commission’s Resolution N555 dated 22 July 2021

The audit of the separate financial statements of Joint Stock Company “National Joint Stock Company “Naftogaz
of Ukraine” was performed in accordance with agreement #14/76/21 dated 26 February 2021 and related
additional agreements in the period from 1 September 2021 to the date of this report. The Company is a public
interest entity in accordance with the Law on Accounting and Financial Reporting in Ukraine. The Company is
neither a controller nor a member of a non-banking financial group.

Information on ultimate beneficial owner and ownership structure

In our opinion, information disclosed in the Note 1 in the separate financial statements is consistent with the
information on the Company’s ultimate beneficial owner and ownership structure disclosed in the Unified State
Register of Legal Entities, Individual Entrepreneurs and Public Associations.
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Information on Company’s parents and subsidiaries
The Company is controlled by the Government of Ukraine. The Company’s subsidiaries are:

Company Country

Kirovogradgaz, OJSC Ukraine
Gas supply company Naftogaz Trading, LLC Ukraine
Gas supply company Naftogaz of Ukraine, LLC Ukraine
Gaz Ukraiiny, SE Ukraine
Naftogaz Trading Europe AG Switzerland
Ukravtogaz, SE Ukraine
Zakordonnaftogaz, SE Ukraine
Chornomornafotgaz, SSE Ukraine
Ukrgasvydobuvannya, JSC Ukraine
Oleksandr, LLC Ukraine
Naftogaz Drilling, LLC Ukraine
Ukrnafta, PJSC Ukraine
Ukrtransgaz, JSC Ukraine
Ukrtransnafta, JSC Ukraine
Naftogaz Oil Trading, LLC Ukraine
Ukrtransnafta Service, LLC Ukraine
UTN Bezpeka, LLC Ukraine
IC Transmahystral, PrdSC Ukraine
CF Ukrtransnafta, LLC Ukraine
Ukrspectransgaz, JSC Ukraine
Naftogaz Digital Technologies, LLC Ukraine
Naftogaz Teplo, LLC Ukraine
Vuglesyntezgaz Ukraiiny, LLC Ukraine
Naukanaftogaz, SE Ukraine
Naftogaz-Energoservice, SE Ukraine
Naftogazbezpeka, SE Ukraine
Nadra Uzivska, LLC Ukraine
Donteskoblgaz, JSC Ukraine

Reporting on management report

As stated in the Other information including the separate management report section of our auditor’s report,
based on the work undertaken in the course of our audit, in our opinion, the information given in the separate
management report for the financial year for which the separate financial statements are prepared is consistent
with the separate financial statements and we have nothing to report regarding identification of material
misstatements.



Results of the revision commission’s inspection

Results of the revision commission’s inspection are not presented as the Company has no revision
commission.

Appointment

We were first appointed as auditors of the Company for the mandatory audit for the year ended 31 December
2021. Our appointment was approved by the Cabinet of Ministers of Ukraine Resolution on 14 April 2021. This
is the first year of our appointment.

The key audit partner on the audit resulting in this independent auditor’s report is Julia Paranich.

LLC AF “PricewaterhouseCoopers (Audit)” Julia Paranich
Identification number 21603903 Registration number in the Register of Auditors and
Registration number in the Register of Auditors and Auditing Entities 101809

Auditing Entities 0152

Kyiv, Ukraine

17 May 2022

Original signed by Julia Paranich
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