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Ukrtelecom Today

Ukrtelecom today is the largest fixed telecom provider in Ukraine and a leading

provider of Internet services

Internet services in more than 3.9 k
settlements

More than 77.5 k km of fiber optic
cable lines (+14 k km in 2021)

2 data centers with the total
capacity of 5.8 k units

10 k real estate objects
throughout the country

One of the largest payers of taxes
and fees in Ukraine — UAH 1.8 bn

645 k of new households have been able to
connect to the fiber optic network in 2021

* Revenue from technological, commercial lease and lease of cable ducts

Annual revenue

1.5 m fixed voice subscribers and
0.8 m Broadband subscribers

269 k fiber optic Broadband

subscribers

48 k IPTV subscribers

25 k cloud PBX lines

11.7 k employees

1.3 m households - total coverage of the
fiber optic network
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CEO’s Review

Dear Partners,

Ukrtelecom, an operator of the national fixed internet network in Ukraine, has used every day of 2021 to develop its infrastructure, which today works
to win the war started by the russian federation against Ukraine. Ukrtelecom's infrastructure is used by our defenders - the Armed Forces of Ukraine
and other military agencies, critical infrastructure, state and local authorities, banks, hospitals - as well as businesses and hundreds of thousands of
Ukrainians. The company is doing everything possible for Ukraine's victory: supports the army and defense forces by providing about UAH 20
millions of financial assistance; organizes temporary shelters on its premises for persons who have been forced to leave their homes due to the war;
continues to fulfill its obligations to thousands of its employees, prioritizing their security and financial stability.

Thanks to its employees, Ukrtelecom in 2021 continued to successfully implement its transformation and development strategy through the
development and modernization of technological infrastructure, introduction of new services and increase of operational efficiency. Last year, we
again achieved a high level of profitability and maintained financial stability. Ukrtelecom'’s total revenue in 2021 amounted to over UAH 6.6 billion,
which is 7% more than the year before. EBITDA increased by 9.5% in the reporting year to almost UAH 1.9 billion. EBITDA margin increased to
28.4%.

Ukrtelecom continued to actively develop fiber optic infrastructure, including with the involvement of international partners. The development of fiber
optic access networks took place through both the deployment of networks in new settlements and the modernization of the existing copper
networks. In total, more than 13.6 thousand kilometers of fiber optic access lines were built during the year, which is the largest annual volume of
construction in the company's history. In 2021, Ukrtelecom's fiber optic Internet connected 596 towns and villages, also 3.7 thousand social
infrastructure facilities were connected, including about 570 medical institutions, 770 educational institutions and 159 territorial communities. Total
investments in the development of fiber optic networks amounted to UAH 700 million, and at the beginning of 2022 Ukrtelecom's Internet access
network covers 3 918 settlements.

The number of fiber optic internet users increased by 60% over the year, which led to an increase in revenue from this service by 70% - up to UAH 691 million. In total, revenues from
Internet services increased to almost UAH 2 billion, while revenues from fixed telephony amounted to almost UAH 1.9 billion.

In 2021, private subscribers were provided with services worth almost UAH 2.8 billion. Of these, more than UAH 1.5 billion was received from Internet services, which is 3.5% more
than a year before. In the corporate segment, revenues also increased, amounting to more than UAH 1.4 billion in 2021. At the same time, revenues from Internet services and data
transfer increased by 9% to UAH 650 million. Also, in 2021 we expanded the line of Microsoft Office and Bitdefender partner products, updated the capabilities of "Cloud PBX", and
through the cooperation with the startup acceleration hub "Sector X" Ukrtelecom business users gained access to a new e-commerce tool - a platform to create an online store from
our partner Shop-Express.

Ukrtelecom continues to make efficient use of the resources released th/an‘ks to the company's modernization and technical re-equipment. During 2021, an additional 104 thousand
m2 of commercial real estate was leased. As of the beginning of thi(s'year, Ukrtelecom is renting out a total of 531 thousand m?. Revenue from commercial lease of property not
involved in core processes in 2021 amounted to UAH 453 million. This is 36% more than the year before.

In total, in 2021 we made capital investments of almost UAH 1 bjlfion and transferred over UAH 1.8 billion in taxes and other payments to the budgets of all levels.

With respect and faith in our Victory, 4 B
Yurii Kurmaz
General Director of JSC Ukrtelecom Ukrtelecom
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About the Company
Mission
Mission of the Company includes three key aspects:

To meet the interests of
society by creating highly

To meet the needs of

) N To meet the interests of
businesses and citizens of

shareholders by achieving
high financial results

Ukraine in high-quality
telecommunication services

developed ICT infrastructure
of the state
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About the Company

Values
The corporate culture of the Company is built on the value system KRASHCHE* (“CRASE")

® Cl[ent . ® Re;ults . ® Activity
orientation orientation
@ Ve always put the @ e are focused on @ We constantly move @ We are sincere, honest @ We are energetic,
needs of our clients, achieving high results. | forward and inspire and responsible. ready for changes
partners and We set ambitious others by our actions. We treat our clients, and new victories.
colleagues at the targets and achieve We are a team of partners, colleagues We are constantly
center of attention. them. professionals, each of and society in a good evolving and helping
We provide services We organize our work | us is a leader in faith others
of the highest quality efficiently and find his/her field
and build open, effective instruments
strong and lasting to realize our ideas
partner relationships
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About the Company

History

From a national communications operator to the leading telecommunication company

The Cabinet of Privatization Ukrtelecom A two-year project
Ministers of of Ukrtelecom PJSC becomes to connect 300
Ukraine approves PISC is a part of SCM settlements to the

Corporatization
of Ukrtelecom

the start of completed Group fiber optic Internet
Ukrtelecom’s has been launched
privatization

1999 2000 2011 2013 2019

Record volume

of fiber optic networks
construction:

almost 14 k km

2021

1991 - 1995 2000 2007 2011 2015

The Ukrainian Telecom The Public Ukrtelecom Ukrtelecom PJSC Large-scale
Association Joint Stock starts selling has established a
"Ukrelektrozvyazok” is Company 3G mobile mobile operator

modernization of the
telecommunication
network of
Ukrtelecom PJSC
begins

established, serving as a Ukrtelecom services TryMob LLC
national communications @ is registered
operator in Ukraine

v

2020

A record number
of new B2C fiber
optic connections:
63 thousand
subscribers
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About the Company

Modernization of the product portfolio

BZ B = Fixed voice telephony

= DSL-Internet
= Communication channels

Fixed voice telephony
DSL-Internet
Communication channels
SIP

Cloud PBX

Optical Internet 1 Gbps
VPN L2/L3

Data center services

Fixed voice/ .
converged telephony a
DSL-Internet .
Communication
channels .
SIP .
Cloud PBX .
Fiber Optic Internet

10 Gbps .
VPN L2/L3

Data center services

TV Business
Anti-DDoS

Cloud services - laaS,
BaaS

Antivirus protection
Saa$S Office 365

Permanent Microsoft
SaasS

"Website Builder"
from Shop Express

o 2011

Ysorenesom

UKPTEAEKOM

2015

-

ukrtelecom

2020

BPAXAIOYA LIBVOKICTb HOBOT MEPEXI

=  Fixed voice telephony
= DSL-Internet

BZ C = Dial-up Internet

Fixed voice telephony
SIP

DSL-Internet
Interactive TV

Fixed voice/ converged
telephony

SIP

= |nteractive TV

»  Sale of equipment to
subscribers

ADSL Internet up to 20 Mbps
VDSL Internet up to 50 Mbps

Fiber optic Internet 1 Gbps
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Results for the Year 2021

Revenue

Total revenue, Telecom services revenue,
UAH m UAH m

‘—————Gﬂﬁ’————]
m
6 410 6 740

> 058 4768

2020 5021 2020 2021
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* According to managerial accounting data. Income and other operating income in accordance with consolidated financial statements 2021: 6 524 m UAH; 2020: 6 221 m UAH



Results for the Year 2021

Structure of telecom services revenue
Growth in B2B segment

Revenue by segments,
UAH m

3 049
2 802

1403 1368

470 476
B2B B2C B2O*
m 2020 m2027 10
ukrtelecom
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Results for the Year 2021

Structure of key telecom services revenue
Increase in revenue from Internet services

Key telecom services revenue,

UAH m
2179 5088 2 195
1866
Fixed voice Internet*

H2020 m2027

* Internet and data transfer services

Share of revenue from Internet services

54%
48%
(o)
40% 43%
36%
2017 2018 2019 2020 2021
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Results for the Year 2021

B2C

ARPU
= 967 k subscribers = 2020 — UAH 65 ex. VAT
= 2021 - UAH 75 ex. VAT

ARPU
('f-\ = 707 k subscribers = 2020 — UAH 120 ex. VAT
e | = 1.9 k FTTx home passes = 2021 - UAH 155 ex. VAT
= coverage in 3 918 settlements = FTTx — UAH 189 ex. VAT
Tvé'}.'} = 46.6 k subscribers = 180+ channels and radio stations
cafl = 9.4% IPTV penetration among = view through browser
_— FTTx subscribers = access to HD Channels Cine+

12
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Results for the Year 2021

B2C

Increase in revenue from Internet services

Key telecom services revenue, Internet network development,
UAH m # of settlements

7% ‘ 3918
1492 461 1511 3322 .

-
2020 2021
FTTx coverage, k homepasses
1934

Fixed voice Internet 2020 2021

m2020 m2021 13
ukrtelecom

better starts today




Results for the Year 2021

B2C

Share of new connections
by technology

2020 2021

m ADSL ® new technologies ®FTTB mETTH m VVDSL

14
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Results for the Year 2021

B2C
Internet traffic by technology

Average Internet traffic per subscriber,

GB / month 5620
361
228 237 I

19
i — [

ADSL VDSL FTTx FTTx FTTx
(20 Mbit/s) (50 Mbit/s) (up to 100 Mbit/s) (200 Mbit/s) (1 Gbit/s)

UKpTeAnekom Bparkaroua WWBNAKICTb HOBOT MepeXi
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Results for the Year 2021

B2B

ARPU

= 589 k subscribers = 2020 - UAH 76 ex. VAT
= 2021 - UAH 85 ex. VAT

ARPU
= 120 k subscribers = 2020 — UAH 238 ex. VAT
= 2021 - UAH 307 ex. VAT

n

\LJ—I
oo
-
5
=
wm

'\ X)

TV

1.14 k screens

= Cybersecurity "Anti-DDoS"
= +12% revenue YoY

16
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Results for the Year 2021

B2B

Revenue growth from ICT services

Revenue,
UAH m

m
682 647

470
409

188 181

Telephony Internet Data transfer Other (incl. data centers)
m 2020 m2021
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Results for the Year 2021

B2B

Increase in subscriber base of social infrastructure objects

Fiber optic connections

1725

1258
690
362
_

Medical institutions Educational institutions Communities

2020 m2021
18
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Results for the Year 2021

B20O

Revenue,
UAH m

244
I 226

MixXHapoaHWin Tpadik HauioHansHWM Tpadik IHWe (kaHanu, nepesada AaHNX)

H 2020 m2027 19
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Results for the Year 2021

Revenue from management of assets
Increase of revenue from lease of commercial real estate

Revenue from lease of assets, UAH m

442
332
. -118 . -116 12-2

Technological lease Lease of commercial real estate Lease of cable duct

H 2020 m2021

Revenue from sale of disposed assets, UAH m

805
425 458
= - -

37 66
—
Cable scrap Equipment scrap Transport and other
W 2020 m2021 20
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Results for the Year 2021
Taxes and fees
Ukrtelecom is one of the largest payers of taxes and fees in telecom industry

Taxes and fees,
UAH m

1884 1836
2020 2021 1

ukrtelecom
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Results for the Year 2021

EBITDA
EBITDA, EBITDA margin,
UAH m* %
(o)
= l = )
1934
1713 s

26,7%

2020 2021 2020 2027

22
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Results for the Year 2021

Capital expenditures
Capital expenditures were mainly directed at network modernization and development

Structure of capital expenditures in 2021*

m Access, new connections and products (B2C, B2B, B20)
m Infrastructure and IT

m Other (optimization of expenses, legislative requirements, force majeure)

23
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Results for the Year 2021
Liquidity and debt

The Company has a stable financial position and low net debt to EBITDA ratio

Net debt/EBITDA Debt structure as of:

31.12.2020 31.12.2021

< \

m Long-term debt ~ ® Short-term debt

2020 2021

24
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Results for the Year 2021
Infrastructure development

Core network

Network of caching equipment platforms

IMS core, 82 MPLS routers, 2.4 k of 10 Gb ports Google - 540 Gbps
: Facebook - 160 Gbps
Zone aggregation network Digital Screens - 320 Gbps
Uplink capacity 4 434 Gbps, 762 of 1/10 GB ports sweet.TV - 80 Gbps

Backbone

Internal 1 280 Gbps, external 250 Gbps,
parity channels 736 Gbps Fiber optic network

77,5 kkm (+14 k km in 2021)

Internet access network

3 918 settlements (+596 in 2021)

25
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Results for the Year 2021
Thefts and damages of copper cable

In 2021, Ukrtelecom recorded:

= /.7 k cases of theft and damages,

= 1.7 k km of cable stolen or damaged.
TOP 5 regions by number of cases:

= Dnipropetrovsk 2 035
= (Odesa 1049
= Kharkiv 928
= Kyiv 879
= Zaporizhzhya 863

In order to reduce the number of thefts and preserve telecommunication infrastructure, the Company cooperates with law
enforcement bodies and private security organizations, installs locking devices on manholes, replaces copper cables with
fiber optic ones and switches to the use of other modern technologies (i.e. FMC).

26
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Results for the Year 2021

R&D

In 2021, Ukrtelecom implemented modern technologies:

= continued investments in the development of fiber optic access network with GPON and Ethernet technologies, installed 700 optical line terminal (OLT), built about
13,6 thousand km of fiber optic lines;

» started large-scale modernization of a backbone network, laying 385 km of new fiber optic cables;
» expanded the capacity of the DWDM transport network by constructing seven new 10 Gbps optic channels;

* implemented and investigated the results of several "pilot" projects, in particular: remote monitoring of access to cable duct manholes and remote monitoring of
passive fiber optic infrastructure of access networks based on PON technology.

In 2021, Ukrtelecom’s representatives took an active part in scientific and technical work:

contributed to the development of international and national regulatory documents, in particular:
= two State Technical Standards Committees: TC 155 "Radiotechnology" and TC 157 "Telecommunications";

»  the Technical Commission of the State Security Service of Ukraine on determining the list of equipment that can be used in public telecommunication
networks of Ukraine;

» ordered two studies on new telecommunication technologies.
» participated in six specialized international scientific and technical conferences where presented scientific reports;
= the representative of Ukrtelecom took part in the work of the International Telecommunication Union (United Nations unit) and coordinated the stream on
standardization of fiber optic infrastructure;

»  Experience of JSC "Ukrtelecom" regarding the requirements for optic couplings entered as an annex "Experience of Ukraine" to the International Standard L.201
ICE

27
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Strategic Directions

= Strategic priorities of Ukrtelecom’s development remain unchanged, i.e. to maintain leading positions in the telecom
market of Ukraine in the long term by modernizing telecom network and developing it in the most promising
locations and providing clients with a wide range of modern ICT services;

= |Implementation of this task in 2021 was facilitated by realization of projects in three strategic directions of
Ukrtelecom's business development:

Expansion and Development of Further :
modernization of the adjacent and additional = t_e : |n|c ref?sg 8
0 ; operational efricienc
telecom network business lines P y
= Construction of new modern = (Cloud solutions, Smart home, » Modernization of the service
fiber optic networks; cybersecurity, remote control portfolio considering
= Modernization of the existing network sgryices technological and market factors;
network. (Smart Wi-Fi, SD WAN) etc; »  Automation of business
= |ease of real estate, released in processes, modernization and
the process of telecom network implementation of new IT
modernization. systems
28
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Strategic Directions

Expansion and modernization of the telecom network

GPON SWAP

B2B Optics

Project on GPON network development in settlements with strong positions in fixed internet
market. Switching existing ADSL subscribers to GPON and new sales. The project is realized in
three stages.

In 2021, the first stage of the project continued: 5.5 thousand km of fiber optic lines were built,
the total coverage of 496 thousand households was reached and 58 k subscribers were
connected.

The second and third stages of the project are being implemented with EUR 12 million in
funding from Iskratel and Slovenian banks. The first 290 customers of the second stage have
already been connected in December 2021.

In 2021, Ukrtelecom became a leader in connecting social facilities, built fiber optic networks in
332 villages, where there was no fixed fiber optic Internet coverage before. There are 136 k
households in the covered area.

In 2021, the Company connected 568 medical institutions and 770 educational institutions to
the fiber optic Internet, as well as 1,500 fiber optic Internet services in 159 united territorial
communities (OTC).

The number of new facilities and business concentration zones that gained access to fiber
optic networks in 2021 is 271.
29
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Strategic Directions

Expansion and modernization of the telecom network

» Long-term Program foresees modernization and releasing central office sites thanks to
changes in service technologies:
- switching existing xDSL subscribers to GPON and new sales;
- switching fixed voice subscribers to FMC technology.

= In 2021, more than 15 k Internet subscribers were switched to a new fiber optic network within

the Program.
Local

modernization = Furthermore, In 2021, 108 additional central office sites were included to the LMTN program.

of telecom

Results of the Program implementation:
networks

(LMTN) = Maintaining revenue from existing internet subscribers and generating additional revenue
from new connections;

= [Extra revenue from sale of released assets;
= Expansion of the list of real estate for lease;

= OPEX savings on running and repairing of the copper networks and equipment of
traditional telephony.

30
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Strategic Directions

Development of adjacent and additional business lines

|ICT Services

SaaS Tech

Acceleration track
Ukrtelecom — Sector X

The number of lines of cloud PBX (vPBX) increased by 6% to 24.7 k in 2021,
Revenue from the cyber defense service (anti-DDOS) increased by 12% in 2027,

Also in 2021, the line of Microsoft products was expanded - the sales of Permanent
Microsoft software have begun.

At the request of Ukrtelecom, the Sector X Acceleration Hub, which is a part of the
Unit.City ecosystem, analyzed 342 potential candidates for the SaaS Tech track;

Of these, 46 startups were considered by Ukrtelecom and three startups were selected

for the track;

As a result, the sale of the "Website Builder" service from the Shop Express partner was
launched and preparations are underway to launch other products.

31
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Strategic Directions

Development of adjacent and additional business lines

= Ukrtelecom’s real estate portfolio comprises 2.8 m m?;

= During 2021, thanks to the implementation of modernization and optimization projects,
additional 64 thousand m? were released.

Lease of real estate = Asof the end of 2021, 531 k m? were leased and 566 k m? not involved in operating activities
were offered for rent;

= All objects offered to lease are posted on Ukrtelecom Real Estate website
https://property.ukrtelecom.ua

= Ukrtelecom provides a service for charging electric vehicles
under the brand UTrecharge. The company considers this
service promising in terms of supporting environment

UTrecharge friendly technologies and efficient use of existing

Charging stations infrastructure;
for = The Company also cooperates with partners IONITY and

electric vehicles AutoEnterprise, which place their own charging stations on
Ukrtelecom's real estate;

= |n 2021, the total revenue from the service of charging
electric vehicles amounted to more than one UAH million.

32
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Strategic Directions

Automation of business processes, modernization and implementation of new IT systems

IT security

Substitution of
contact center

New billing
implementation

In 2021, Ukrtelecom launched its own IT Security Operation Center (SOC) based on the
ArcSight ESM solution, which became a center for collecting, analyzing and responding
to information security incidents.

In September 2021, a 4-stage project to replace the contact center platform with the
Genesis solution has begun. The project aims to improve the quality of customer
service;

In 2021, the first stage of the project "Design of a platform architecture and
configuration of basic components" and a significant part of the tasks of the second
stage "Set-up of the module "Outbound calls” were completed.

In December 2021, an agreement was signed with Lizard Soft LLC to implement a new
billing system based on the flo.LIVE solution;

Implementation of a new unified system will facilitate the management of the
Company's product catalog and stimulate the rapid implementation of new services.

33
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W3 Responsibility
Human Resources

Ukrtelecom is the largest employer in the telecom industry of Ukraine

Structure of the Company's staff as of Gender structure of managers Payroll and charges,
the end of 2021 as of the end of 2021 UAH m

>

2020 2027

W Pavroll
USC

m \Workers Specialists ~ ® Management Female m Male

= Ukrtelecom has a trade union organization which is a part of the Trade Union of Communication Workers of Ukraine;
» The management of Ukrtelecom and the United Trade Union Organization report on the implementation of terms of the

collective agreement, which was fully executed in 2021. 9
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ﬂ Responsibility
Human Resources

Training and development projects

Employees trained in

Group of employees Program Essence 5021
‘Academy of Management” Development of managerial skills of senior management
Management 979
Y "School of Management” Development of managerial skills of middle management
Soles cnacialiots B2C Development of sales skills 1138
jali
P B2B Development of sales skills 265
Technical and IT specialists  Technical training Professional skills training 320
Corporate training Development of corporate competencies 2 621
All employees Organization of external Training of professional skills by external providers upon 10
trainings business requests
Total classroom training 5304
Remote classroom training in all areas of study 4935
Mandatory training on labor safety 3927
35
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W Responsibility
Labor protection

In 2021, Ukrtelecom fully complied with the requirements of the Ukrainian labor protection and
fire safety legislation

= 485 declarations of compliance of material and technical base with the requirements of
the legislation on labor protection were registered and 26 permits for operation of
machines, mechanisms, high-risk equipment / high-risk work were obtained.

Labor protection 85 comprehensive measures aimed at improving working conditions were

implemented.

» Employees are provided with personal protection equipment (masks, antiseptics, etc.)
totaling UAH 11.2 million.

= 27 objects equipped with new fire protection systems.

36
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W Responsibility
Social contribution

As part of its obligations to the state, Ukrtelecom provides telecom services to the privileged

categories of citizens

Receivables for the services rendered to the privileged categories of
citizens as of 31.12.2021

Receivables as of year end, Largest debtors among local budgets,
UAH m UAH m
134 .
16 Kyiv oblast 17,9
103
Chernigiv oblast _ 17,2
Zhytomyr oblast _ 16,4

Kyiv City 13,0

p I
~

Vinnytsa oblast
2019 2020 2021

In accordance with the legislation of Ukraine,
Ukrtelecom provides communication services
to more than 400 k citizens of the privileged
categories.
Among them, there are:
= Large families
=  War participants
= ChNPP liquidators of the 1st and 2nd
categories
= Participants in hostilities
= Persons with disabilities of groups | and ||
= \Veterans of public services (firefighters,
Ministry of Internal Affairs etc.)

As a socially responsible company, Ukrtelecom continues to provide telecom services to privileged categories of citizens

despite significant debts of local budgets

37
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ﬂ Responsibility
Social contribution
“The Best with Ukrtelecom”

This is a social education project for students of the 2nd — 6™ year of study at universities of Ukraine aimed at broadening the knowledge of
participants about specifics of the telecommunication industry and general principles of management. Duration five weeks: four weeks of
training in master classes and acquaintance with business areas, one week for the development of team projects in various fields of
Ukrtelecom’s business activity. The most successful project participants are offered internship with the company with the prospect of
employment.

The educational project is a part of the UKRAINIAN PACT FOR YOUTH-2025 under the auspices of

the UN, which promotes development and strengthening of cooperation between business
community and education sector

&
‘( YKPATHCLKNNA NaKT
: 3apaan Moaoa4ai y

Advantages Achievements in 2021

= Students of different majors receive 1team of participants was invited for an internship with the company
experience in the largest telecommunication with the task to develop and promote a social network page on behalf of
company of Ukraine; Ukrtelecom

" Students gain knowledge directly from 37 trainees gained their first work experience in a large national
practitioners who solve business tasks every company
day;

= Attraction of active, talented and motivated | | 100 participants gained knowledge and skills to build their own career

young professionals.

38
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W Responsibility
Social contribution

= |n 2021, Ukrtelecom was awarded by the Ministry of Youth and Sports of Ukraine for its significant
contribution to the development of Ukrainian youth and active participation in the implementation of
the Ukrainian Youth Pact - 2021;

= Ukrtelecom was ranked in TOP-25 Employers Open to Talent Under 25 for Support in Stud-Point
Mission, Openness to Young Talents and Empowerment, Active Position and Work with Students, giving
young people the opportunity to develop, for active position and work with students, for participation
in the creation of 1,000,000 successful career stories;

= |n 2021, Ukrtelecom successfully passed the certification from the KCB Development Center within the
Dream and Act program: the Youth-Friendly Employer certification.

39
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Corporate Governance

Company management

Chief Executive Officer

Chief Financial Officer

Chief Sales & Marketing Officer (B2C)
Chief Sales & Marketing Officer (BZB)
Chief Technical Officer

Chief Information Officer

Corporate Relations Officer

Human Resources Director
Business Support Director
Chief Security Officer
Chief Strategy Officer
Head of Legal

Head of PR

Yuriy Kurmaz
Lyubomyr Kotsyumbas

Denys Zakharenko
Mykola Davydenko

Dmytro Mykytyuk
Kyrylo Honcharuk

lvan Kolomoiets

Tetyana Petruk
Dmytro Omelchenko
Mykola Potimko

lhor Yaremchuk
Oleksandr Bilonozhko

Mykhailo Shuranov

40
ukrtelecom

better starts today



Corporate Governance

Risk management
Risk management in the Company is based on an integrated system of internal analysis and
control

To manage risks effectively, the following measures are implemented:

regular identification and assessment of risks that affect the achievement of strategic and operational
objectives;

decisions are made considering the existing as well as potential risks and opportunities;

selection of the optimal risk management strategy accounting for the degree of impact and cost of
Mmanagement measures;

regular monitoring of the effectiveness of risk management measures.

41
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Joint-Stock Company Ukrtelecom
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Indepencent Auditors Report

To the Shareholders of Joint-Stock Company Ukrtelecom
Report on the Audit of the Consolidated Financial Statements

Qualified Opinion

We have audited the consolidated financial statements of Joint-Stock Company Ukrtelecom
(the “Company”) and its subsidiaries (the “Group”), which comprise the consolidated balance
sheet (consolidated statement of financial position) as at 31 December 2021, the
consolidated income statement (consolidated statement of comprehensive income), the
consolidated statement of changes in equity and the consolidated statement of cash flows
for the year then ended, and notes, comprising significant accounting policies and other
explanatory information.

In our opinion, except for the effects of the matters described in the Basis for Qualified
Opinion section of our report, the accompanying consolidated financial statements present
fairly, in all material respects, the consolidated financial position of the Group as at
31 December 2021, and its consolidated financial performance and consolidated cash flows
for the year then ended in accordance with International Financial Reporting Standards
(IFRS) and the requirements of the Law of Ukraine “On accounting and financial statements
in Ukraine” regarding the preparation of consolidated financial statements.

Basis for Qualified Opinion

As disclosed in Note 3 to the consolidated financial statements the Group applies
revaluation model to property, plant and equipment after initial recognition. IAS 16
Property, plant and equipment requires the entity to allocate revaluation increases and
decreases to individual assets. However, the accounting records of the Group include
insufficient details in relation to individual items of copper cables included in Ducts and
Cables, which represent a subgroup of Specialised Assets, as disclosed in Note 6 to these
consolidated financial statements. As a result, the Group has not made an accurate
allocation of revaluation increases and decreases among individual assets included in
Specialised Assets, and consequently revaluation increases and decreases between other
income, other expenses and other related elements of profit or loss and other
comprehensive income. It was impracticable for us to determine the extent the
consolidated financial statements are misstated as a result of this matter, including the
adjustments required to revaluation surplus, accumulated deficit as at 31 December 2021
and 31 December 2020 and to other income, other expenses, other related elements of
profit or loss, net profit and other comprehensive income for the years then ended. Our

Entity: Joint-Stock Company Ukrtelecom Independent auditor: PJSC KPMG Audit, a ¢ pany incorporated under the
Laws of Ukraine, a member firm of the KPMC a1l organization of independent
member firms affiliated with KPMG Intemational Limited, a private English
company limited by guarantee

Registration No. in the Unified State Register of Legal Entities and
Entrepreneurs of Ukraine 21560766

Registration No. in the Unified State Register of Legal Entities and Entrepreneurs
of Ukraine 31032100

Registration No. in the Register of Auditors and Audit Organisations 2397

Address: 32/2 Kniaziv Ostrozkykh Str. Kyiv, Ukraine 01010



Joint-Stock Company Ukrtelecom
Independent Auditors’ Report
Page 2

audit opinion, issued on 20 April 2021, on prior year consolidated financial statements was
modified in respect of this matter accordingly.

The Group has properties (buildings) that comprise a portion that is held to earn rentals or
for capital appreciation and another portion that is held for use in the production or supply
of goods or services or for administrative purposes (i.e. dual-use property). IAS 40
Investment property states that these portions should be accounted for separately if they
could be sold separately (or leased out separately under a finance lease); otherwise, an
entity shall account for such property as investment property only if an insignificant portion
is held for own use. At that, management may need to apply judgement in determining
whether portions of dual-use property should be accounted for separately and what
constitutes ‘insignificant’. As disclosed in Note 7, management made judgement that
portions of dual-use property cannot be accounted for separately and the entire property
is classified as investment property when own occupation of the total area of a property
falls below 30%. The carrying amount of property classified as investment property using
this principle is UAH 3,909,229 thousand as at 31 December 2021 (31 December 2020:
UAH 2,857,811 thousand). In our view, this threshold is not insignificant. It was
impracticable for us to determine the extent the consolidated financial statements are
misstated as a result of this matter, including the reclassification adjustments required
between the investment property and property, plant and equipment, adjustments to
income tax payable, deferred tax, revaluation surplus and accumulated deficit as at 31
December 2021 and 31 December 2020 and to other income and other expenses, income
tax expenses, net profit and other comprehensive income for the years then ended.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the International Ethics Standards Board for
Accountants International Code of Ethics for Professional Accountants (including
International Independence Standards) (IESBA Code) together with the ethical requirements
that are relevant to our audit of the consolidated financial statements in Ukraine, and we
have fulfilled our other ethical responsibilities in accordance with these requirements and
the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our qualified opinion.

Other Information

Management is responsible for the other information. The other information comprises the
information included in the Management Report (but does not include the consolidated
financial statements and our auditors’ report thereon) obtained prior to the date of this
independent auditors’ report, and Annual Information of securities issuer, which we expect
to obtain after that date.

Our opinion on the consolidated 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 consolidated financial statements, our responsibility is to
read the other information and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements or our knowledge obtained
in the audit, or otherwise appears to be materially misstated.
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If, based on the work we have performed, we conclude that there is a material misstatement
of the Management Report, we are required to report that fact. As described in the Basis for
Qualified Opinion section above, the consolidated financial statements are materially
misstated with respect to property, plant and equipment, investment property, revaluation
surplus, accumulated deficit, income tax payable and deferred tax as at 31 December 2021
and 31 December 2020 and other income and other expenses, income tax expenses, other
related elements of profit or loss, net profit and other comprehensive income for the years
then ended. We concluded that the Management Report is also misstated with respect to
figures and other items included in Management Report as a result of the matter that gave
rise to the qualification of our audit opinion.

When we read the Annual Information, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance.

Material Uncertainty Related to Going Concern

We draw attention to Note 1 of the consolidated financial statements, which describes the
adverse effects on the Group’s operations of the military activities launched by the Russian
Federation on the territory of Ukraine on 24 February 2022. As also stated in Note 1, these
events or conditions, along with other matters as set forth in that Note, indicate that a
material uncertainty exists that may cast significant doubt on the Group’s ability to continue
as a going concern. Our opinion is not modified in respect of this matter.

Key Audit Matters Incorporating the Most Significant Risks of Material Misstatements,

Including Assessed Risk of Material Misstatements Due to Fraud

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the consolidated 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 matters described in the Basis for Qualified Opinion and
Material Uncertainty Related to Going Concern sections we have determined the matters
described below to be the key audit matters to be communicated in our report.

Revenue Recognition

Revenue for the year ended 31 December 2021: UAH 5,392,821 thousand; as at
31 December 2021, trade accounts receivable: UAH 311,210 thousand.

We refer to consolidated financial statements: Note 3 “Significant accounting policies, new
standards and interpretations”, Note 17 “Revenue”, Note 9 “Trade accounts receivable”.

The key audit matter How the matter was addressed in our audit

During the year ended 31 December| Our audit procedures in respect of revenue
2021, the Group's main revenue streams| recognition included the following:

included provision of internet services,
local calls and subscription-based fees,| — Evaluation, with the involvement of our IT
traffic-based fees for local calls to mobile specialists, of the design and
and domestic long-distance calls and implementation of internal control system in
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other telecommunications services.

Revenue is a key measure used to
evaluate the Group’s performance. In
addition, key management KPIs focus on
financial results for the reporting period.

Furthermore, for certain revenue streams,
large volume of transactions and data are
required to be recorded and processed by
IT billing systems and therefore reliability
of such system is critical for the revenue
recognition related to revenue recognition.

In the wake of these factors, we
considered revenue recognition to be
associated with a significant risk of
material misstatement in the consolidated
financial statements. Therefore, the area
required our increased attention in the
audit and as such was determined to be a
key audit matter.

respect of revenue recognition, including
controls over the functioning of billing
systems;

Inspecting a sample of customer contracts
concluded in the current vyear, to
understand their key terms, including the
terms of services and any variable
consideration arrangements (discounts
and bonuses);

Assessing the appropriateness of the
transaction price allocation, including
variable consideration, to performance
obligations, and test of the design and
implementation of respective internal
controls;

Developing our own expectation with
respect to revenues for the year based on
their relationship to cash receipts and
investigating significant differences, if any;

For a sample of customers, obtaining
confirmations of the amounts due
therefrom as at the reporting date and
investigating any significant differences
between the amounts confirmed and those
recognized by the Group;

Tracing a sample of transactions with
customers (with focus on those close to
either end of the reporting period) to
supporting documents like e.g. sales
invoices, documents confirming
performance of services or subsequent
settlement. As part of the procedure, we
challenged, among other things, the
Group’s determination of the timing of
revenue recognition.
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Carrying amount of investment property

For the year ended 31 December 2021, income from revaluation of investment property to
fair value presented within other income amounted to UAH 95,957 thousand. As at
31 December 2021, investment property amounted to UAH 3,909,229 thousand. This key
audit matter does not relate to the buildings with portion held for own use as described in
the Basis for Qualified Opinion section above.

We refer to consolidated financial statements: Note 3 “ Significant accounting policies, new,
standards and interpretations”, Note 7 “Investment property”, Note 25 “Other income”.

The key audit matter

How the matter was addressed in our audit

As at 31 December 2021 the Group
engaged an external appraiser to
assess the fair value of investment
property.

The complexity of the valuation
process and  subjectivity of
assumptions that involves
management judgments, we
identified this matter to be a key
audit matter.

Our audit procedures in this area included:

— We evaluated the professionalism and
objectivity of the management's expert; we
inspected the terms of engagement for any
scope limitation imposed on the management’s
expert;

— We involved our own valuation specialists to
assist us in assessing the assumptions, data
and methodology used for valuation of the
Group’s investment property. In particular, we
evaluated, on a sample basis, reasonableness
of selection of comparable properties,
appropriateness of market prices of such
comparable properties including adjustments
applied thereto for locations and conditions of
individual properties, and where applicable
rental rates and capitalisation rate by reference
to external market data;

— We assessed adequacy of disclosures relevant
to fair value of investment property.
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Responsibilities of Management and Those Charged with Governance for the

Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRS and the requirements of the Law of Ukraine
“On accounting and financial statements in Ukraine” regarding the preparation of
consolidated financial statements, and for such internal control as management determines
is necessary to enable the preparation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for
assessing the Group’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 Group or to cease operations, or has no realistic
alternative but to do so.

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

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditors’ 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
consolidated financial statements.

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

- Identify and assess the risks of material misstatement of the consolidated 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 Group’s internal control.

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

- Conclude on the appropriateness of 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 Group's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditors’ report to the
related disclosures in the consolidated financial statements or, if such disclosures
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are inadequate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Group to cease to continue as a going concern.

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

- Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain solely responsible for our audit
opinion.

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

We also provide those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, actions taken to eliminate threats and 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 consolidated financial statements
of the current period and are therefore the key audit matters. We describe these matters in
our auditors’ 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

Pursuant to the Article 14(4) of the Law of Ukraine “On Audit of Financial Statements and
Auditing” and “Requirements for information related to audit or review of financial
statements of participants of capital markets and organized commodity markets, which are
supervised by the National Securities and Stock Market Commission” approved by the
Resolution of the National Securities and Stock Market Commission (the “NSSMC”) No. 555
dated 22 July 2021, we provide the following information in our Independent Auditors’ Report
in addition to ISAs’ requirements.

Appointment of the Auditor and Period of Engagement

We were appointed by the Group’s Supervisory Board on 14 May 2021 to audit the
consolidated financial statements of the Group as at and for the year ended
31 December 2021. Our total uninterrupted period of audit engagements is 2 years, covering
the years ended 31 December 2020 to 31 December 2021.

Provision of Non-audit Services

We declare that no prohibited non-audit services referred to in the Article 6(4) of the Law of
Ukraine “On Audit of Financial Statements and Auditing” were provided.
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In addition, for the period to which our statutory audit relates, we have not provided any
services to the Group in addition to the audit.

Additional Report to the Supervisory Board

We confirm that our auditors’ report is consistent with the additional report to the Supervisory
Board of the Group.

Reporting on the NSSMC’s Requirements

— The audit of Joint-Stock Company Ukrtelecom was conducted in accordance with the
addendum No. 2 to the Engagement Contract No. 109-SA/2020 dated 30 June 2021.
The audit was performed from 7 September 2021 to the date of this report.

— Information on the ownership structure and the ultimate controlling party of the Company
included in the Management Report is disclosed in accordance with the requirements of
the “Regulation on the form and content of the ownership structure” approved by the
Order of the Ministry of Finance of Ukraine No. 163 dated 19 March 2021.

— As at 31 December 2021 the Company is neither a controlling party, nor a member of
non-banking financial group.

— The Company is a public interest entity in accordance with the Law of Ukraine “On
accounting and financial statements in Ukraine”.

— The list of subsidiaries of the Company is included in Note 3 to the consolidated financial
statements.

— The Supervisory Board did not perform examination of the Company’s financial
performance for the year ended 31 December 2021.

Reporting on the Management Report

Solely based on the work we have performed in connection with our audit of the consolidated
financial statements, in our opinion, the Management Report is consistent, in all material
respects, with the consolidated financial statements. As described in the Basis for Qualified
Opinion section above, the consolidated financial statements are materially misstated with
respect to property, plant and equipment, investment property, revaluation surplus,
accumulated deficit, deferred tax and income tax payable as at 31 December 2021 and 31
December 2020 and other income and other expenses, income tax expenses, other related
elements of profit or loss, net profit and other comprehensive income for the years then
ended. We concluded that the Management Report is also misstated with respect to figures
and other items included in Management Report as a result of the matter that gave rise to
the qualification of our audit opinion.
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Deputy Director
PJSC KPMG Audit
9 December 2022
Kyiv, Ukraine



Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Consolidated Balance Sheet (Consolidated Statement of Financial Position)

Date (year, month, day) 2021.12.31
Entity JSC Ukrtelecom EDRPOU 21560766
Location Ukraine KOATUU 8039100000
Form of ownership Joint-Stock Company KOPFG 230
State administration authority SPODU
Principal activity Telecommunications KVED 61.10
Average number of employees 12,934
Measurement unit: thousand UAH
Address 18 Taras Shevchenko Bivd, Kyiv
Prepared in accordance with (put “v” where appropriate):
Provisions (standards) of Accounting in Ukraine
International Financial Reporting Standards \

Consolidated Balance Sheet (Consolidated Statement of Financial Position)

Form No. 1 DKUD Code
Line 1 January 2020 31 December 31 December
Assets code (restari):(ed) 2020 (restated) 2021 Notes
I. Non-current asse
Intangible assets: 1000 162,651 182,880 185,538
historical cost 1001 584,539 590,144 664,201
accumulated amortization 1002 (421,888) (407,264) (478,663)
Construction in progress 1005 327,164 281,328 542,413 6
Property, plant and equipment: 1010 5,216,103 8,632,460 8,946,075 6
historical cost 1011 5,352,489 9,093,370 10,003,820
accumulated depreciation 1012 (136,386) (460,910) (1,057,745)
Investment property: 1015 3,245,684 2,857,811 3,909,229 7
historical cost 1016 3,245,684 2,857,811 3,909,229
accumulated depreciation 1017 = - -
Long-term financial investments:
accounted for on an equity basis 1030 6 6 6
other financial investments 1035 - 27,528 27,528
Long-term receivables 1040 24 24 24
Deferred tax assets 1045 52,618 - - 26
Other non-current assets 1090 116,280 126,584 132,693 8
Total non-current assets 1095 9,120,530 12,108,621 13,743,506
Il. Current assets
Inventories: 1100 131,079 132,959 201,102
production supplies 1101 84,926 93,417 107,813
finished goods 1103 4,936 3,451 8,910
merchandise 1104 41,217 36,091 84,379
Trade accounts receivable 1125 331,889 334,471 311,210 9
Taxes and other receivables:
prepayments made 1130 81,629 50,930 62,978
settlements with budget 1135 19,151 8,265 56,152
including income tax 1136 - 875 4714
accrued income 1140 1,293 1,092 388
receivables from subsidiaries 1146 - - -
Other current receivables 11585 796,524 1,128,556 1,318,127 10
Current financial investments 1160 - - -
Cash and cash equivalents 1165 395,788 739,565 313,861 27
Deferred expenses 1170 22,651 39,019 69,408 13
Other current assets 1190 69,761 84,876 117,446 8
Total current assets 1195 1,849,765 2,519,733 2,450,672
11l. Assets held for sale and disposal group 1200 110 474 493
Total assets 1300 10,970,405 14,628,828 16,194,671

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Financial Statements as at and for the year ended 31 December 2021
Consolidated Balance Sheet (Statement of Financial Position) (continued)

1 Janua 31 December
Equity and liabilities Code 2020 2020 31December | Notes
restated restated
I. Equity
Registered share capital 1400 4,681,562 4,681,562 4,681,562 11
Revaluation surplus 1405 9,321,080 10,222,554 11,321,378 11
Additional capital 1410 418,590 420,186 420,386 11
Reserves 1415 222,812 222,812 222,812 11
Accumulated deficit 1420 (7,719,411) (5,576,727) (4732,329) 11
Unpaid capital 1425 - - -
Total equity 1495 6,924,633 9,970,387 11,913,809
1. Non-current liabilities and provisions
Deferred tax liabilities 1500 = 379,457 309,685 26
Long-term bank loans 1510 639,587 1,411,488 1,097,531 13
Other long-term liabilities 1515 970,048 1,107,711 860,200 14
Long-term provisions 1520 273,017 281,714 265,188 12
Total non-current liabilities and provisions 1595 1,882,652 3,180,370 2,532,604
Ill. Current liabilities and provisions
Short-term bank loans 1600 821,667 = = 13
Current portion of long-term borrowings 1610 190,188 234,841 436,724 13
Trade and other payables 1615 364,843 420,817 545,498 15
Taxes and other payables:
settlements with budget 1620 149,465 153,193 75,688
including income tax 1621 14,801 64,796 -
social charges (salary related) 1625 14,541 12,473 13,247
settlements with employees 1630 55,026 50,671 51,927
advances received 1635 101,053 115,328 87,582
payables to shareholders 1640 1,897 1,897 1,897
receivables from subsidiaries 1645 19 - =
Current provisions 1660 287,483 290,574 301,343 16
Deferred income 1665 20,256 23,574 31,287
Other current liabilities 1690 156,682 174,703 203,065 14
Total current liabilities and provisions 1695 2,163,120 1,478,071 1,748,258
IV. Liabilities associated with assets held for sale
and disposal groups 1700 B . - -
Total assets : 190/0‘/ 10,970,405 14,628,828 16,194,671
Authorised for issue and signed by '
General Director == ‘ Y.P. Kurmaz 09/12 /2022
NKPATw N/ —> name
-~ il AN -
/o /

Finance Dlrector: L.Y. Kotsyumbas 09/12 /2022

name

7("}* v g \
«YKpreaexom

laenTuciKayiiHm
Koa 2156076

D.l. Skliarevska
name

09712 /2022

ils
Chief Accouri?t{a\nt

658,441 thousand; 1 January 2020: UAH 4, 045 772 thousand).

Total liabilities ‘\Shétd\bg/ ﬁg/

31 December 202‘1\(31"11aeem 020: UAH
N~

Line 1510, Long-term bank loans under the caption Non-current liabilities and provisions in the amount of
UAH 1,097,531 thousand (2020: UAH 1,411,488 thousand) comprises bank loans and loans from suppliers (Note 13).

Line 1515, Long-term bank loans under the caption Non-current liabilities and provisions in the amount of
UAH 860,200 thousand (2020: UAH 1,107,711 thousand) and Line 1690, Other current liabilities under the caption Current
liabilities and provisions in the amount of UAH 203,065 thousand (2020: UAH 174,703 thousand) comprise lease liabilities,
performance obligations, obligations for bonds issued by the parent company and other liabilities (Note 14).

For detailed disclosure of changes made to the financial statements, see Note 4.

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Financial Statements as at and for the year ended 31 December 2021
Consolidated Income Statement (Consolidated Statement of Comprehensive Income) for the year ended 31 December 2021

Entity

Location

State administration authority
Form of ownership

Principal activity

Prepared in accordance with (put “v” where appropriate):
Provisions (standards) of Accounting in Ukraine
International Financial Reporting Standards
Measurement unit:

JSC Ukrtelecom
Ukraine

Form No. 2

thousand UAH

Joint-Stock Company
Telecommunications

Date (year, month, day)

EDRPOU
KOATUU
SPODU
KOPFG
KVED

DKUD Code

2021.12.31
21560766
8039100000

230
61.10

Consolidated Income Statement (Consolidated Statement of Comprehensive Income
—

I. CONSOLIDATED INCOME STATEMENT

item

Code

Reporting period —
2021

Prior period -
2020 (restated)

Notes

evenue 5,392,82 5,531,405 17
Cost of sales 2050 (4,127,388) (3,723,072 18
Gross:

Profit 2090 1,265,433 1,808,333
Loss 2095 - -
Other operating income 2120 1,131,444 689,542 22
Administrative expenses 2130 (962,992) (933,342) 19
Selling expenses 2150 (374,606) (374,340) 20
Other operating expenses 2180 (126,922) (112,712) 21
Financial result from operations:
Profit 2190 932,357 1,077,481
Loss 2195 - -
Gain from share in associates 2200 - -
Finance income 2220 94,981 12,752 24
Other income 2240 289,316 1,999,980 25
Finance costs 2250 (533,374) (589,695) 23
Loss from share in associates 2255 - -
Other expenses 2270 (16,529) -
Financial result from continuing activities before tax:
Profit 2290 766,751 2,500,518
lLoss 2295 - -
Income tax (expense)/benefit 2300 (85,675) (408,838) 26
Loss from discontinued operations after tax 2305 - -
Net financial result of operations:
Profit 2350 681,076 2,091,680
Loss 2355 - -
II. CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Reporting period ~ Prior period -
Item Code PO o1 2020 (zastated) Notes
Revaluation (impairment) of non-current assets 2400 1,211,353 1,180,743
Revaluation (impairment) of financial instruments 2405 = =
Accumulated translation differences 2410 200 1,596
Share of other comprehensive income of associates and joint 2415 _ _
ventures
Other comprehensive income (ioss) 2445 8,064 (38,336)
Other comprehensive income (loss) before tax 2450 1,219,617 1,144,003
Income tax related to other comprehensive income 2455 42,729 (189,929) 26
Other comprehensive income after tax 2460 1,262,346 954,074
Total comprehensive income 2465 1,943,422 3,045,754

The accompanying notes are an integral part of these consolidated financial statements.



Joint-Stock Company Ukrtelecom

Consolidated Financial Statements as at and for the year ended 31 December 2021

Consolidated Income Statement and Consolidated Statement of Comprehensive Income for the year ended 31 December 2021
(continued)

Line 2400 “Revaluation (impairment) of non-current assets” includes UAH 1,211,353 thousand of gain on revaluation of
property, plant and equipment that have been appraised by market approach (2020: UAH 544,001 thousand of gain on
revaluation of property, plant and equipment that have been appraised by market approach and loss on revaluation of such
property, plant and equipment of UAH 21,191 thousand, as well as the reversal of impairment loss of specialised assets in
the amount of UAH 657,933 thousand).

Line 2445 “Other comprehensive income (loss)” in the amount of UAH 8,064 thousand of income (2020: loss of
UAH 38,336 thousand) is represented by the actuarial gain on post-employment long-term benefit obligations (Note 12).
All items of other comprehensive income will not be subsequently reclassified to profit or loss.

For detailed disclosure of changes made to the financial statements, see Note 4.

IIl. ELEMENTS OF OPERATING EXPENSES

Reporting period - Prior period - 2020
Item Code 2021 rostatod Notes
Materials and supplies 2500 907,150 756,531
Salaries and related charges 2505 1,943,458 1,976,013
Social charges 2510 392,707 406,613
Depreciation 2515 1,045,308 670,024
Other operating expenses 2520 1,360,743 1,334,285
Total 2550 5,649,366 5,143,466
IV. EARNINGS PER SHARE
Reporting period - Prior period - 2020
Item Code 2021 restated Notes
Average annual number of ordinary shares 2600 18,726,248,000 18,726,248,000 11
Adjusted average annual number of ordinary shares 2605 18,726,248,000 18,726,248,000 11
Basic earnings (loss) per ordinary share, UAH 2610 0.0364 0.1117
Diluted earnings (loss) per ordinary share, UAH 2615 0.0364 0.1117
Dividend per ordinary share, UAH 2650 = %
Basic and diluted earnings (loss)
per ordinary share from continued operations, UAH
Basic and diluted earnings (loss) . = =
per ordinary share from discontinued operations, UAH
yd
b
Authorised for issue and signed by
AW
General Director '\\W\\\ Y.P. Kurmaz 09/12 /2022
ignatur - name
gnaturey /{uy
>-‘-"/"N
L.Y. Kotsyumbas 09/12 /2022
name
«Vﬁ(”' o D.I. Skliarevska 0971272022
v RPTEAEKOM) name

lz!,er.‘mm,ikauiﬂnmii
kon 21560766

The accompanying notes are an integral part of these consolidated financial statements.



Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Consolidated Statement of Cash Flows for the year ended 31 December 2021

: Date (year, month, day) 2021.12.31
Entity JSC Ukrtelecom EDRPOU 21560766
Location Ukraine KOATUU 8039100000
Form of ownership Joint-Stock Company KOPFG 230
Principal activity Telecommunications KVED 61.10

Prepared in accordance with (put “v” where appropriate):
Provisions (standards) of Accounting in Ukraine

International Financial Reporting Standards Vi
Measurement unit: thousand UAH

Consolidated Statement of Cash Flows (Direct Method)

Form No. 3
DKUD Code 1801004
. Reporting period - Prior period — 2020
Item Line code 2021 (restated)

|. Cash flows from operating activities

Proceeds from:

Sale of goods and services 3000 5,698,200 5,966,507
Return of faxes and duties 3005 620 4,493
including VAT 3006 48 54
Target financing 3010 1,934 1,891
Prepayments from customers 3015 38,417 28,807
Return of advances 3020 8,653 14,578
Interests on current bank accounts 3025 - -
Penalties, fines and forfeits 3035 - -
Operating lease 3040 701,801 583,821
Other proceeds 3095 1,467,054 876,322
Expenditures for payment for:

Settlements for goods and services 3100 (1,587,232) (1,438,352)
Payments to employees 3105 (1,588,534) (1,644,185)
Social charges 3110 (393,546) (406,692)
Other taxes and duties payable 3115 (1,441,975) (1,477,162)
Advances fo suppliers 3135 (871,003) (704,417)
Return of advances 3140 (6,057) (12,852)
Other expenditures 3190 . (187,672) (218,954)
Net cash from operating activities 3195 1,840,660 1,573,805

Il. Cash flows from investing activities
Proceeds from sale of:

Financial investments 3200 262 452
Non-current assets 3205 8,541 10,585
Proceeds from receipts of:

Interest 3215 14,841 13,645
Dividends 3220 - -
Derivatives 3225 - -
Other proceeds 3250 13,503 19,956
Expenditures for acquisition of:

Financial investments 3255 (6) (21,282)
Non-current assets 3260 (998,452) (674,907)
Expenses on derivatives 3270 - -
Other payments 3290 - -
Net cash from investing activities 3295 (961,311) (651,551)

The accompanying notes are an integral part of these consolidated financial statements.



Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Consolidated Statement of Cash Flows for the year ended 31 December 2021 (continued)

Reporting period - Prior period - 2020
Item Code 2021 (restated)

III Cash flows from financing activities

Proceeds from issuance of equity 3300 - -
Loans and borrowings received 3305 1,195,673 100,964
Other proceeds 3340 - -
Repurchase of treasury shares 3345 - -
Repayment of loans and borrowings 3350 (2,099,129) (417,179)
Dividends paid 3355 - -
Interest paid 3360 (350,796) (281,746)
Finance lease payments made 3365 (37,923) (23,501)
Other payments 3390 = =
Net cash from financing activities 3395 (1,292,175) (621,462)
Net cash flows for the year 3400 (412,826) 300,792
Cash and cash equivalents at the beginning of the year 3405 740,442 396,343
Effect of change in exchange rates on cash and cash ’

equivalents 3410 (12,999) 43,307
Cash and cash equivalents at the year-end /3415 314,617 740,442

1

Authorised for issue and signed by

General Director Y.P. Kurmaz 09/12/2022
) ;26 — name
9 N\ 1

Finance Director //

L.Y. Kotsyumbas 09/12/2022

name

Chief AccountarttS ? D.l. Skliarevska 09/12 /2022

DEp ’{.x“ !
d VIVE
"TUikaLigiy,
" 0766 . /§ jna name
°§ O@ /Q /4
Cash and cash eqt?n %&E‘m Cas Flow Statement (line 3415) exceeds the amount of Cash and cash equivalents in
Statement of Financial Positien-(iine 1165) by UAH 756 thousand (31 December 2020: UAH 877 thousand). The difference

comprises the amount of allowance for expected credit losses recognized for Cash and cash equivalents in the Statement
of Financial Position.

Line 3095 "Other proceeds" of the section "Cash flow from operating activities" includes cash proceeds from special state
funds (Social Insurance Fund of Ukraine), loss indemnity, compensation of penalties and recovery of insurance payments.

Line 3115 “Other taxes and duties payable” of the section "Cash flow from operating activities” includes
UAH 181,353 thousand of income tax paid (2020: UAH 117,572 thousand).

Line 3190 “Other expenditures” of the section "Cash flow from operating activities” in amount of UAH 187,672 thousand
(2020: UAH 218,954 thousand) includes cash outflows under agency agreements, foreign currency purchase transactions,
payments under the collective agreement, insurance payments and other cash outflows.

Line 3255 “Expenditure for the acquisition of financial investments” in the section “Cash flow from investing activities” for
the year ended 31 December 2020 includes payments for acquisition of investment certificates, and repayment of the total
value of securities in the amount of UAH 21,282 thousand.

For detailed disclosure of changes made to the financial statements, see Note 4.

The accompanying notes are an integral part of these consolidated financial statements.



Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Consolidated Statement of Changes in Equity for the year ended 31 December 2021

Date (year, month, day) 2021/12/31
Entity JSC Ukrtelecom EDRPOU 21560766
Location Ukraine KOATUU 8039100000
State administration authority SPODU
Form of ownership Joint-Stock Company KOPFG 230
Principal activity Telecommunications KVED 61.10
Prepared in accordance with (put “v” where appropriate):
Provisions (standards) of Accounting in Ukraine
International Financial Reporting Standards v
Measurement unit: thousand UAH
Consolidated Statement of Changes in Equity
for the year ended 31 December 2021
Form No. 4 DKUD Code
Line Registered Revaluation Additional Other additional Accumulated
item code sha?e capital surplus capital capital REsenEs deficit ol
rBeaF:z’llc‘;%)as at1danany et blss R onal 4000 4,681,562 | 10,254,530 420,186 = 222,812 (5,434,951) 10,144,139
Adjustments: changes in accounting policy (Note 4) 4005 - (31,976) - - = (56,593) (88,569)
Correction of errors (Note 4) 4010 = = = = - (85,183) (85,183)
Other changes 4090 = - - - = - -
Restated balance as at 1 January 2021 4095 4,681,562 10,222,554 420,186 - 222,812 (5,576,727) 9,970,387
Net profit (loss) for the period 4100 = & - - - 681,076 681,076
Other comprehensive income (loss) 4110 - 1,255,127 200 - - 7,019 1,262,346
Retained earnings distributed: distribution to 4200 _ _ _ _ _ _ _
shareholders (dividends)
Reinvestment in share capital 4205 = = - - = - -
Allocations to reserves 4210 = = = - - - -
Shareholders contributions: equity contributions 4240 — = = = - - -
Capital repayment 4245 = &= = = - - -
Capital withdrawals: repurchase of treasury shares 4260 _ _ _ _ _ B _
(participatory interest)
Reverse acquisition of treasury shares (participatory 4265 _ _ _ _ _
interest) B B
Annulment of treasury shares (participatory interest) 4270 - - - - - - -
Equity divestment 4275 - = - - - - -
Other changes in equity 4290 = (156,303) = - - 156,303 -
Total changes in equity 4295 1,098,824 200 = = 844,398 1,943,422
Balance as at 31 December 2021 pol 4300 ,4',681 562 11,321,378 420,386 = 222,812 (4,732,329) 11,913,809
Authorised for issue and signed by S
General Director \ 09/12/2022
namé' jl
Finance Director L.Y. Kotsyumbas 09/12/2022
Chief Accountant : D1 skliarevska: 09/12/2022
;\\_: \ HTHDIKaL girie "': !
| tes are an lntie ral /part of these consolidated financial statements.
ﬁ‘\\i\ @Q /4 7
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Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Consolidated Statement of Changes in Equity for the year ended 31 December 2020

Date (year, month, day) 2020/12/31
Entity JSC Ukrtelecom EDRPOU 21560766
Location Ukraine KOATUU 8039100000
State administration authority . SPODU
Form of ownership Joint-Stock Company KOPFG 230
Principal activity Telecommunications KVED 61.10
Prepared in accordance with (put “v” where appropriate):
Provisions (standards) of Accounting in Ukraine
International Financial Reporting Standards V]
Measurement unit: thousand UAH
Consolidated Statement of Changes in Equity
for the year ended 31 December 2020
Form No. 4 DKUD Code
Line Registered Revaluation Additional Ofr'ier Accumulated
e code share capital surplus capital aic:tlict);al Reserves deficit Total
rBe‘:;z'r‘t‘;z;“s at 1 January 2020/(as previausly 4000 4,681,562 9,321,080 418,590 - 222,812 (7,689,762) 6,054,282
Adjustments: changes in accounting policy (Note 4) 4005 - - - - (29,649) (29,649)
Correction of errors 4010 - - - —~ - -
Other changes 4090 = - - - - - -
Restated balance as at 1 January 2020 4095 4,681,562 9,321,080 418,590 - 222,812 (7,719,411) 6,924,633
Net profit (loss) for the period 4100 - - - = - 2,091,680 2,091,680
Other comprehensive income (loss) 4110 - 985,734 1,596 - - (33,256) 954,074
Retained earnings distributed: distribution to 4200 _ _ _ _ _ _ B
shareholders (dividends)
Reinvestment in share capital 4205 - = 2 = - - -
Annulment of treasury shares (participatory interest) 4270 4 = = = = - - -
Equity divestment 4275 . = = = = - = =
Other changes in equity 4290 / i = (84,260) = = £ 84,260 =
Total changes in equity 4295 | 901,474 1,596 = = 2,142,684 3,045,754
Balance as at 31 December 2020 ) 4300 / 4, 681 ,:&, 10,222,554 420,186 = 222,812 (5,576,727) 9,970,387

Authorised for issue and signed by

'é -7’: ~ / %
General Director / ﬂ Kurmaz* 3, 09/12/2022
e name \*v
o (4 y(/ "‘NTe
Finance Director | Ly Kotsi}uﬁ?bas-~. 09/12/2022
| ne =B
%\ ka2 f*ami/ z)f
Chief Accountant ,\__D.1. Skiiare @/’ 09/12/2022
XM@ 4
ote “h al part of these consolidated financial statements.




Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Notes to the Consolidated Financial Statements for the year ended 31 December 2021

1. Organisation structure and operations

Joint-Stock Company Ukrtelecom (the “Company”) is the Ukraine’s largest provider of fixed line telephony and internet
services that operates telecommunication assets previously owned by the State of Ukraine. On 11 May 2011 as a part of
the Ukrainian privatisation program LLC “ESU” (“ESU”), a subsidiary of Austrian company EPIC, acquired a 92.791% stake
in the Company. On 30 September 2013, Ukrainian financial and industrial group System Capital Management (“SCM”)
acquired a 100% stake of “ESU”.

As at 31 December 2021 the Company’s shares are owned by LLC “ESU” (92.791%), other legal entities (5.862%),
individuals (1.324%) and held by national depository (0.023%).

The consolidated financial statements for the year ended 31 December 2021 comprise the Group and its subsidiaries
LLC “TriMob” and Ukrtel GmbH (together referred to as — the “Group”). The Group is controlled by its ultimate beneficiary
Mr. Rinat Akhmetov. Related party transactions are detailed in Note 30.

The Group provides its customers with nearly all types of modern telecommunications services, in particular fixed-line
voice services (international, long-distance and local telephony); data transmission services and VPN; Internet access
services; hardware and virtual hosting; videoconferencing; IPTV and other telecommunications services.

Since 2016, the Group has been providing ICT services, including cloud PBX services, lease of cloud IT infrastructure,
DDosS attack protection services.

The Group has an investment is subsidiary that deployed a mobile network using its IMT-2000 CDMA (UMTS/WCDMA)
mobile license (commonly referred to as a 3G mobile license).

The Group’s legal address is: 18, Taras Shevchenko Boulevard, Kyiv, Ukraine, 01601.
Ukrainian regulatory and business operating environment

In 2021, the Group operated on a regulated market. During 2021, tariffs were set by the National Commission on Regulation
of Communications and Information (“NCRCI”), the Ukrainian telecommunications market regulator, in particular, for
publicly accessible fixed line voice communication services (Note 17). Such tariffs for publicly accessible fixed line voice
communication services may not necessarily reflect the costs of providing telecommunication services and required capital
expenditures for network maintenance. This fact, together with other political, economic, tax and legal uncertainties in
Ukraine, has and may continue to have implications on the Group’s profitability and its ability to recover the carrying value
of its non-current assets. From 1 January 2022, a new Law of Ukraine took an effect, whereby NCRCI was renamed to the
National Commission for the State Regulation of Electronic Communications, Radiofrequency Spectrum and the Provision
of Postal Services (‘NCEC’), and the state regulation of tariffs for publicly accessible fixed line voice communication
services was cancelled.

During 2021, NCRCI also regulated the fees for provision of telecommunication channels set by the operators that hold a
monopolistic or dominant position on the market, charges for traffic transfer to telecommunication networks of operators
that have a significant advantage on a certain traffic transfer services market or hold a monopolistic or dominant position
on the telecommunication services market, and operators’ fees for provision of cable ducts.

The Group conducts its operations in Ukraine. The Ukrainian economy while deemed to be of market status continues to
display certain characteristics consistent with that of an economy in transition. These characteristics include, but are not
limited to, certain structural imbalances, low capital market liquidity, relatively high inflation and a significant level of
domestic and foreign state debt.

The inflation rate in Ukraine during 2021 increased to 10.0% (as compared to 5.0% in 2020). The exchange rate of
Ukrainian hryvnia has shown slight revaluation against US dollar from 28.27 as at 31 December 2020 to 27.28 as at 31
December 2021. The National Bank of Ukraine’s refinancing rate was increased from 6.0% to 9.0%, which caused a
corresponding shift in the lending rates of commercial banks.

On 24 February 2022, Russian Federation launched a full-scale military invasion of Ukraine. The continuous aggression
has already resulted in human casualties, massive population displacement, infrastructure damage and a general
disruption of economic activity in Ukraine.

The war in Ukraine and related events have a significant impact on the economic, political and social environment in which
the Group operates and on its operations.

During March-June 2022, certain territories of Kharkiv region, significant territories of Donetsk and Zaporizhzhia regions,
and most of Lugansk and Kherson regions were temporarily occupied by the Russian army.
As a result, the Group lost control over its property in April 2022 in 198 locations in Lugansk, 69 locations in Donetsk,
220 locations in Zaporizhzhya and 122 locations in Kharkiv regions, and later, in June 2022, in 276 settlements of Kherson
region and ceased its business operations there.

The accompanying notes are an integral part of these consolidated financial statements.



Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Notes to the Consolidated Financial Statements for the year ended 31 December 2021 (continued)

1. Organisation structure and operations (continued)

In particular, the loss of control resulted from active military actions in these territories, the presence of enemy troops, the
lack of communication with employees due to the termination of the operators’ telecommunication networks, including the
Group's network, and the lack of access of Group employees to corporate information systems (e-mail, automated systems,
etc.). Due to such circumstances, the Group is unable to control the activities of its employees, communicate with them
and, as a result, provide work to the employees in those locations. Also, the Group cannot guarantee proper and safe
working conditions to the employees in accordance with the requirements of labor legislation of Ukraine, requirements for
labor protection and industrial safety at workplaces.

The Group's employees constantly carry out restoration work and eliminate the consequences of damage to cable networks
and emergency power outages of equipment as a result of the destruction caused by the Russian army.

In order to reduce the negative impact of war on the Group's operations and to ensure the sustainability of service after
the start of a full-scale war, the Group built a new technological network structure with a high level of reservation of key
trunk lines and core network equipment. In particular, the third core network node was built, additional trunk channels were
organized using other operators’ infrastructure, the capacity of own channels was increased and triple network reservation
within regions was achieved. The external capacity of Internet channels was also increased through key European
operators.

From the beginning of the full-scale war, the Group's IT infrastructure has been a constant target of cyber attacks. However,
due to the Security Operations Center (SOC), which was put into operation in early 2022, the Group has repeatedly
demonstrated its ability to respond to cyber incidents in a timely and efficient manner.

In general, the Group's critical infrastructure and national network continue to operate stably. As at the end of June 2022,
permanent Internet access is provided in 87% of the settlements covered by Ukrtelecom's national network (unaudited).

The Group implements social and humanitarian projects, using its own buildings in the western part of Ukraine to
accommodate employees and their families who moved from the places of hostilities.

The further development of the military and economic situation in Ukraine is extremely difficult to predict, and the above-
mentioned circumstances may have a further negative impact on the economy of Ukraine and the Group's business,
including the application of relevant accounting estimates and professional judgments in the preparation of consolidated
financial statements (Note 2), the nature and consequences of which cannot be currently determined.

Management is taking appropriate measures to support the sustainability of the Group’s business in the current
circumstances These consolidated financial statements reflect management’s current assessment of the impact of the
Ukrainian business environment on the operations and the financial position of the Group. The future operating conditions
may differ from the management’s current assessment.

Going concern

These consolidated financial statements have been prepared by management of the Group on a going concern basis. In
making this professional judgment, management considered its financial condition, profitability of operations, as well as
current plans and forecasts.

Under current circumstances, the Group continues its operations, and the Group's current assets exceeded its current
liabilities as at 31 December 2021 and 30 June 2022 (unaudited). In addition, the Group had mainly positive cash flows
from operating activities for the financial year ended 31 December 2021, and the 6 months ended 30 June 2022
(unaudited). However, total revenue for the first six months of 2022 decreased by 15.6% compared to the same period of
2021 (unaudited). As at the date these consolidated financial statements have been approved for issue, it is difficult to
assess the financial impact of the military aggression on the Group's consolidated financial position and financial results in
the future, except as for buildings, lost equipment and other assets in the temporarily occupied territories with a book value
of more than UAH 600 million (unaudited).

In addition, as at 31 December 2021, the Group did not comply with the financial covenant for a loan with a domestic bank
(Note 13), which gave the bank the right to demand immediate repayment of the principal amount of the loan of
UAH 329,008 thousand and accrued interest of UAH 566 thousand. As a result, the total amount of UAH 329,008 thousand
due to the domestic bank was classified as a current liability. As at 30 June 2022, this loan is presented as a long-term
loan because the financial indicator that was not met is calculated on an annual basis, and the Group received a waiver of
early repayment claim right from the lender after the reporting date.

In order to assess the Group's ability to continue as a going concern, management prepared a financial model for the
forecast period of 12 months until 31 May 2023, which analyzed the possible impact of a negative departure of the key
factors impacting the Group's performance from the parameters of the basic forecast (stress testing), namely: subscriber
base, exchange rate, demand for commercial real estate, and cost of energy.

The base forecast provides for total payments of the principal amount of the debt and interest in accordance with the terms
of the current loan agreements for the period from 1 June 2022 to 31 May 2023 in the amount of UAH 421,544 thousand
without attracting additional bank financing. To ensure the fulfilment of financial obligations, management of the Group
implements various initiatives aimed at improving the financial results. In particular, the implementation of the
modernization and development of optical networks projects continues, the construction of the data centre infrastructure

The accompanying notes are an integral part of these consolidated financial statements.
10



Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Notes to the Consolidated Financial Statements for the year ended 31 December 2021 (continued)

1. Organisation structure and operations (continued)

has been started at the request of large corporate clients, and the implementation of a large-scale program for optimizing
heating costs due to the transfer of a significant number of personnel to remote work during the heating season is planned,
etc.

The results of the stress testing (the impact on the base forecast of net cash flow of a negative departure of key factors by
10%) are estimated below:

. Reduction of the fixed telephony subscriber base and B2C and B2B broadband access segments:
UAH (119) million;

. Devaluation of the hryvnia: UAH (30) million.

. The base forecast predicts an exchange rate of UAH 36.57 to USD 1.00. The exchange rate of the hryvnia against
foreign currencies affects both income (termination of incoming international voice traffic, sale prices of idle assets
tied to copper and precious metal price quotations) and expenses (cost of outgoing international voice traffic, cost
of technical support of telecommunications equipment and IT infrastructure, fuel and heating prices, capital
investments, maintenance of financial obligations denominated in foreign currency);

. Reduction of leased out commercial spaces: UAH (9) million;
. Increase in the cost of energy (tariffs for electricity and heat, fuel prices): UAH (36) million.

The negative impact of the increase in the natural gas prices was not analyzed, as the Group concluded an agreement
with Naftogaz of Ukraine for the purchase of natural gas in the amount necessary for the heating season at a fixed price.

The results of the stress testing indicate that during the forecast period the Group will be able to fulfil all of its financial
obligations even in case of a simultaneous negative departure of all four key factors listed above.

Management also realises that any events of default under existing loan agreements, including but not limited to significant
legal proceedings affecting the Group in adverse manner, may trigger a demand for early repayment of the loans. In such
a case, taking into account the forecast financial results and the availability of liquid property on the Group's balance sheet,
which can be pledged as collateral (in particular, investment property), the Group may apply an alternative plan for
attracting funds through restructuring existing liabilities or attracting alternative bank financing.

Management believes it is taking appropriate measures to support the sustainability of the Group’s business in the current
circumstances. Among other things:

. Management has taken steps to reduce operating costs through cost optimization. In particular, by negotiating
significant discounts from Ukrainian and international suppliers;

. Management monitors the suppliers’ ability to continue providing services and supplying goods. As at the date these
consolidated financial statements have been approved for issue, there are no delays in the supply chain;

Based on the above assessment of the impact of a full-scale military invasion, the projected cash flows and the possibility
of restructuring financial obligations, management assumed that going concern basis of accounting is appropriate for these
consolidated financial statements.

However, as at the date these consolidated financial statements have been approved for issue, large-scale hostilities in
Ukraine continue, with some escalation in the east of the country, and are already having a negative impact on the Group,
primarily due to the inability to provide services in the occupied territories and the active displacement of the population to
other countries. The continuation of the hostilities and martial law will lead to the extension of the current administrative
restrictions imposed by the National Bank of Ukraine, such as a ban on any payments to foreign counterparties of the
Group, as well as potential introduction of additional administrative restrictions by Ukrainian authorities. The continuation
of the military conflict can lead to further disruption of the Group's supply chain and restrictions that may pose a threat to
the Group's operations. In subsequent reporting periods, these factors may also lead to a potential significant impairment
of the Group's assets.

Consequently, these circumstances indicate the existence of a material uncertainty that may cast significant doubt as to
the ability of the Group to continue as a going concern. Therefore, the Group may be unable to realise its assets and settle
its liabilities in the normal course of business. Taking into account the above assessment of the impact of a full-scale
military invasion, projected cash flows and the possibility of restructuring financial obligations, management that going
concern basis of accounting is appropriate for these consolidated financial statements.

Corporate governance

The Group’s corporate governance bodies comprise the General Meeting of Shareholders, the Supervisory Board and the
General Director.

The General Meeting is the Group’s highest decision-making body in respect of any matters related to its business. The
Annual General Meeting is convened every year and held no later than on the 30th day of April following the reporting
year. All other General Meetings are deemed extraordinary.

The accompanying notes are an integral part of these consolidated financial statements.
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Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Notes to the Consolidated Financial Statements for the year ended 31 December 2021 (continued)

1. Organisation structure and operations (continued)

The Supervisory Board protects the Shareholders’ rights and oversees the General Director within its competence as
defined by the Charter, Regulation on the Supervisory Board and Ukrainian law. The Supervisory Board decides on the
matters as stipulated by Ukrainian law and the Charter, including those delegated by the General Meeting.

No matters within the sole competence of the Supervisory Board shall be decided upon by any corporate governance
bodies of the Group other than the General Meeting except as in the cases provided by Ukrainian law.

The General Director, who is the Group’s Chief Executive Officer, is the sole member of executive body of the Group. The
General Director is in charge for the Group’s day-to-day activities, acting on behalf and in the best interests of the Group
without any power of attorney within the powers granted by the Charter.

As at 31 December 2021, the Group had an internal audit function responsible for internal control, risk management, and
reporting directly to the Supervisory Board.

2. Basis of preparation of the consolidated financial statements
Basis of preparation of the consolidated financial statements

These consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”), based on the historical cost
approach, except as discussed in the significant accounting policies below, and the requirements of the Ukrainian
legislation on financial reporting (Note 3).

The principal accounting policies used in the preparation of these consolidated financial statements are set out below.
These accounting policies were applied consistently for all periods presented in the consolidated financial statements. New
and amended standards applied by the Group are disclosed in Note 3.

For the presentation of basic forms of the consolidated financial statements (forms 1-4) the Group uses the format provided
for by the current legislation of Ukraine.

Functional and presentation currency

The national currency of Ukraine is the Ukrainian hryvnia (UAH), which is the functional currency of the Group and its
subsidiaries and the currency in which these consolidated financial statements are presented. All financial information
presented in UAH is rounded to the nearest thousands, except when otherwise indicated.

Use of estimates and judgments

The preparation of consolidated financial statements in conformity with IFRS requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from those estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates are revised and in any future periods affected.

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have
a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are discussed below:

Valuation of property, plant and equipment and construction in progress

The Group applies the revaluation model for measurement of property, plant and equipment after initial recognition, and
performs revaluations with sufficient regularity so that the carrying amount of property, plant and equipment at each
reporting date does not differ materially from its fair value. The latest valuation was carried out as at 31 December 2021
by an independent firm of appraisers, who hold a recognised and relevant professional qualification and who have relevant
experience in the valuation of assets of similar categories, as well by internal experts with the relevant qualification and
experience.

The fair value of specialised assets attributable to the telecommunication business segment, is determined using a
depreciated replacement cost method (Level 3), since there is no information on their market values. The depreciated
replacement cost is further tested for economic obsolescence using the discounted cash flow models (income approach,
Level 3) and adjusted if the results obtained from the income approach are less than the figures calculated on the basis of
depreciated replacement cost (that is, under conditions of economic obsolescence).

The fair value of non-specialised property, plant and equipment, represented mostly by buildings and constructions, is
determined by reference to market values at the valuation date (Level 2).

The key estimates and judgements applied in the course of fair value measurements are as follows:

. Selection of the appropriate valuation premise for each class of the property, plant and equipment, and items within
the class;

. Determination of the valuation inputs for economic obsolescence test; and

. Selection of market analogues for buildings and construction valued by market approach.

The accompanying notes are an integral part of these consolidated financial statements.
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Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Notes to the Consolidated Financial Statements for the year ended 31 December 2021 (continued)

2, Basis of preparation of the consolidated financial statements (continued)

As disclosed in Note 6, the Group determined that telecommunication assets intended for release and buildings and
construction of real estate business segment constitute separate classes of property, plant and equipment that are
measured at fair values using the market approach. The reclassification of individual assets to these classes of property,
plant and equipment requires significant management judgment and is based on the approved network modernization
programs and various other strategic plans and initiatives. A failure to execute on those programs, plans and initiatives
would require a reclassification of assets from these classes to the pool of specialized assets that may trigger a downward
revision of their fair values in the future periods.

More details on the revaluation of property, plant and equipment, including a disclosure of key valuation inputs, are
presented in Note 6. Changes in such inputs could have a material effect on the fair value of property, plant and equipment,
which, however, is impracticable to quantify due to wide variety of assumptions and assets being valued (Note 6).

Valuation of other current receivables fair value

When the fair value of other current receivables (Note 10) cannot be measured based on the quoted prices in active
markets, their fair value is measured using valuation techniques including the discounted cash flow (DCF) models. The
inputs to these models are taken from observable markets, where possible, but where this is not feasible, a degree of
judgment is required in establishing fair values. Judgment include consideration of inputs, such as discount rates, credit
ratings, maturities, income growth, debt levels, and more. Changes in assumptions relating to these factors could affect
the reported fair value of financial instruments in these consolidated financial statements.

3. Significant accounting policies, new standards and interpretations
New and amended standards

In the current year, new and amendments to IFRSs and interpretations have been issued by the International Accounting
Standards Board (“IASB”) that are obligatorily effective for the year 2021.

The application of the above amendments to IFRSs and interpretation has had no material effect on the Group’s financial
statements.

Subsidiaries

Subsidiaries are entities controlled by the Group. The Group controls an entity when it is exposed to, or has rights to,
variable returns from its involvement with the entity and has the ability to affect those returns through its power over the
entity. The consolidated financial statements of subsidiaries are included in the consolidated financial statements from the
date that control commences until the date that control ceases. The accounting policies of subsidiaries have been changed
when necessary to align them with the policies adopted by the Group.

Consolidated subsidiaries include the following:

Name of the consolidated Country of Actual % of ownership

subsidiary incorporation Activity 2021 2020
Ukrtel GmbH Germany Telecommunications 100.0 100.0
LLC “TriMob” Ukraine Mobile telecommunications 100.0 100.0

Transactions eliminated on consolidation

Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group transactions, are
eliminated in preparing the consolidated financial statements. Unrealised gains arising from transactions with
equity-accounted investees are eliminated against the investment to the extent of the Group’s interest in the investee.
Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of
impairment.

Interest in equity — accounted investees
The Group’s interests in equity-accounted investees comprise interests in associates.

Associates are those entities in which the Group has significant influence, but not control or joint control, over the financial
and operating policies. Significant influence is presumed to exist when the Group holds between 20% and 50% of the
voting power of another entity.

Interests in associates are accounted for using the equity method and are recognised initially at cost. The cost of the
investment includes transaction costs.

The consolidated financial statements include the Group’s share of the profit or loss and other comprehensive income of
equity accounted investees, after adjustments to align the accounting policies with those of the Group, from the date that
significant influence commences until the date that significant influence ceases.

When the Group’s share of losses exceeds its interest in an equity-accounted investee, the carrying amount of that interest
including any long-term investments, is reduced to zero, and the recognition of further losses is discontinued, except to the
extent that the Group has an obligation or has made payments on behalf of the investee.

The accompanying notes are an integral part of these consolidated financial statements.
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Joint-Stock Company Ukrtelecom
Consolidated Financial Statements as at and for the year ended 31 December 2021
Notes to the Consolidated Financial Statements for the year ended 31 December 2021 (continued)

3. Significant accounting policies, new standards and interpretations (continued)

Foreign currency transactions and balances

Transactions in foreign currencies are translated to UAH at exchange rates at the dates of the transactions. Monetary
assets and liabilities denominated in foreign currencies at the reporting date are re-measured to UAH at the exchange rate
at that date. The foreign currency gain or loss on monetary items is the difference between amortised cost in the functional
currency at the beginning of the period, adjusted for effective interest and payments during the period, and the amortised
cost in foreign currency translated at the exchange rate at the end of the reporting period.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are re-measured to
the functional currency at the exchange rate at the date that the fair value was determined. Non-monetary items that are
measured in terms of historical cost in a foreign currency are translated using the exchange rate at the date of the
transaction.

Foreign currency differences arising in re-measurement are recognised in consolidated income statement.
Financial instruments

Financial assets and financial liabilities are recognised in the consolidated statement of financial position when the Group
becomes a party to the contractual provisions of the instrument. The Group’s financial assets and financial liabilities are
represented by cash and cash equivalents, trade and other accounts receivable, net, current financial investments, bank
loans, bonds issued, trade accounts payable and other financial liabilities. The accounting policies for initial recognition
and subsequent measurement of financial instruments are disclosed in the respective accounting policies set out below in
this Note.

Financial assets and financial liabilities are initially recognised at fair value, except for accounts receivable arising from
contracts with customers which are initially measured at nominal value, in accordance with IFRS 15. Transaction costs
that are directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets
and financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial assets
or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit or loss are recognised immediately in profit or loss.

Financial assets

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair value, depending
on the classification of the financial assets.

Classification of financial assets

Debt instruments that meet the following criteria are measured subsequently at amortised cost (this category is the most
relevant to the Group):

. The financial asset is held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows; and

. The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Debt instruments that meet the following conditions are measured subsequently at fair value through other comprehensive
income (FVTOCI):

. The financial asset is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling the financial assets; and

. The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

By default, all other financial assets are measured subsequently at fair value through profit and loss (FVTPL).

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method and are subject
to impairment review.

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating interest
income over the relevant period.

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial recognition minus
the principal repayments, plus the cumulative amortisation using the effective interest method of any difference between
that initial amount and the maturity amount, adjusted for any loss allowance.

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Financial Statements as at and for the year ended 31 December 2021
Notes to the Consolidated Financial Statements for the year ended 31 December 2021 (continued)

3. Significant accounting policies, new standards and interpretations (continued)

Impairment of financial assets

The Group recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value through
profit or loss. ECLs are estimated as the difference between all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that the Group expects to receive, discounted at the original effective
interest rate. The amount of expected credit losses is updated at each reporting date to reflect changes in credit risk since
initial recognition of the respective financial instrument.

For trade accounts receivable and contract assets, the Group applies a simplified approach in calculating ECLs. Therefore,
the Group does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at each
reporting date. The Group has established a provision matrix that is based on its historical credit loss experience, adjusted
for forward-looking factors specific to the debtors and the economic environment.

For all other financial instruments, the Group recognises lifetime ECL when there has been a significant increase in credit
risk since initial recognition. However, if the credit risk on the financial instrument has not increased significantly since initial
recognition, the Group measures the loss allowance for that financial instrument at an amount equal to 12-month ECL.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the expected life of
a financial instrument. In contrast, 12-month ECL represents the portion of lifetime ECL that is expected to result from
default events on a financial instrument that are possible within 12 months after the reporting date.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial instrument at the reporting date with the risk of a default occurring
on the financial instrument at the date of initial recognition. In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable and supportable, including historical experience and
forward-looking information that is available without undue cost or effort.

Forward-looking information considered includes the future prospects of the industries in which the Group’s debtors
operate, obtained from economic expert reports, financial analysts, governmental bodies, as well as consideration of
various external sources of actual and forecast economic information that relate to the Group’s operations.

Irrespective of the outcome of the above assessment, the Group presumes that the credit risk on a financial asset has
increased significantly since initial recognition when contractual payments are more than 30 days past due, unless the
Group has reasonable and supportable information that demonstrates otherwise.

Default definition

The Group considers that default has occurred when a financial asset is more than 90 days past due unless the Group
has reasonable and supportable information to demonstrate that a more lagging default criterion is more appropriate. The
Group writes off a financial asset when there is information indicating that the debtor is in severe financial difficulty and
there is no realistic prospect of recovery, e.g. when the debtor has been placed under liquidation or has entered into
bankruptcy proceedings, or in the case of trade accounts receivable, when the amounts are over three years past due,
whichever occurs earlier. Financial assets written off may still be subject to enforcement activities under the Group’s
recovery procedures. Any recoveries made are recognised in profit or loss.

Credit impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes observable data
about the following events:

. Significant financial difficulty of the issuer or the borrower;

. A breach of contract, such as a default or past due event;

. The lender(s) of the borrower, for economic or contractual reasons relating to the borrower’s financial difficulty,
having granted to the borrower a concession(s) that the lender(s) would not otherwise consider;

. It is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

. The disappearance of an active market for that financial asset because of financial difficulties.

For credit-impaired financial instruments, lifetime ECLs are included in the effective interest rate at origination. Any changes
to the lifetime ECLs originally contained with the credit-adjusted effective interest rate are adjusted through profit and loss.

The accompanying notes are an integral part of these consolidated financial statements.
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3. Significant accounting policies, new standards and interpretations (continued)

Derecognition of financial assets

The Group will derecognise a financial asset when it loses its contractual rights to the cash flows from the financial asset
or when it transfers its rights to receive the cash flows from the contract as a result of an agreement that transfers
substantially all the risks and benefits associated with the title to this financial asset to the other party, or when the Group
neither transfers nor retains substantially all the risks and rewards associated with the title to the financial asset but has
not retained control of the financial asset.

Financial liabilities
Initial recognition and measurement

The Group'’s financial liabilities include trade and other payables, loans and borrowings and other liabilities, including lease
liabilities.

All financial liabilities are recognised initially at fair value and are measured subsequently at amortised cost using the
effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash
payments (including all fees and points paid or received that form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected life of the financial liability, or (where appropriate) a shorter
period, to the amortised cost of a financial liability.

Derecognition of financial liabilities

The financial liabilities are derecognised when, and only when, the Group’s obligations are discharged, cancelled or have
expired. The difference between the carrying amount of the financial liability derecognised and the consideration paid and
payable is recognised in profit or loss.

When the Group exchanges with the existing lender one debt instrument into another one with the substantially different
terms, such exchange is accounted for as an repayment of the original financial liability and the recognition of a new
financial liability. Similarly, the Group accounts for substantial modification of terms of an existing liability or part of it as an
extinguishment of the original financial liability and the recognition of a new financial liability. It is assumed that the terms
are substantially different if the discounted present value of the cash flows under the new terms, including any fees paid
net of any fees received and discounted using the original effective rate is at least 10 per cent different from the discounted
present value of the remaining cash flows of the original financial liability. If the modification is not substantial, the difference
between: (1) the carrying amount of the liability before the modification; and (2) the present value of the cash flows after
modification is recognised in profit or loss as the modification gain or loss.

Trade and other accounts receivable

Trade and other accounts receivable, net are measured at initial recognition at transaction price, and are subsequently
measured at amortised cost using the effective interest rate method. Trade accounts receivable, net which are non-interest
bearing, are stated at their nominal value.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand and time deposits with an original maturity of less than three
months from the date of acquisition.

Bank loans, corporate bonds issued and other long-term liabilities

Interest-bearing bank loans, bonds issued and other long-term liabilities are initially measured at fair value net of directly
attributable transaction costs, and are subsequently measured at amortised cost using the effective interest rate method.
Any difference between the proceeds (net of transaction costs) and the settlement or redemption amount is recognised
over the term of the borrowings and record