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Working for fossil freedom

Learn more about the noteworthy develop-
ments that took place throughout the year
and in Vattenfall's value chain.

- Case: Wind and profitability

- Case: Nuclear power

- Case: EV Charging

-> Case: Bristol

—> Case: Sustainable supply chains

® Administration report and financial statements
Statutory sustainability report

About the report: The Annual and Sustainability Report 2023 for
Vattenfall AB (publ) is submitted by the Board of Directors and describes
the company’s overall targets and strategy as well as the year’s results
The administration report and accounts are found on pages 1, 4-6,19,
84-95, and 110-166 and are assured by our auditors. Pages 7,18, 24-25,
50, 52-76,78-79, 84-91,102-103, and 175-189 include Vattenfall's statu-
tory sustainability report according to the Swedish Annual Accounts Act.
Vattenfall has prepared its reporting in accordance with the Global Report-
ing Initiative’s (GRI) Universal Standards 2021. Vattenfall uses the GRI
framework as a basis for reporting and is inspired by the Integrated Report-
ing Framework with the ambition that the report will reflect how sustaina-
bility is embedded in the overall strategy as well as in the daily work.
Vattenfall mainly uses the Annual and Sustainability Report as a source for
its Communication on Progress for the UN Global Compact (UNGC)

Further information about Vattenfall's operations and sustainability work
can be found at: group.vattenfall.com/who-we-are/sustainability
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Staying the coursein a turbulent time

High inflation and supply chain pressures

2023 has been a challenging year for the renewables
sector. The extreme volatility during 2022 abated and
instead, the year has been characterised by higher
inflation and supply chain squeezes, which has
redrawn the operating environment.

*

4.5%

- European Central Bank fixed

Vattenfall has worked towards staying resilient and
maintaining its long-term vision, utilising its integrated
and diversified business model, financial discipline, and
clear strategic prioritisation. Read more on page 8
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Technology to power the fossil-free transition
2023 saw the emergence of further groundbreaking
technologies and sustainable goods and services.
Technological advancements stand at the forefront
of the fossil-free transition propelling it forward.

World Economic Forum estimated
demand for near-zero-emission
products and services

Vattenfall is boosting its impact by partnering with
high-emitting sectors and developing innovative
decarbonisation technologies via initiatives such as
the First Movers Coalition. Read more on page 31

Advancing policy goals

The Council of the EU in the first half of 2023 resulted
in advances within energy and climate policy. The new
legislation includes a more ambitious reduction target,
a framework for renewable energy, and policies to
decarbonise transport and residential heat.

Vattenfall's net-zero targets have been approved by
the Science Based Targets initiative and its absolute
operating emissions (Scope 1&2) have been reduced
by 66 per cent since 2017. Read more on page 56

Continued strong long-term fundamentals
Discrepancy between demand and supply for fossil-
free energy persist, emphasising the need and
business opportunities within fossil-free energy. The
2022 energy crisis showed the interconnectedness
between energy security and the energy transition,
highlighting the improved prospects of various
technologies.

3x

Renewable power capacity needed by 2030
to limit global warming to 1.5°C according to
th? International Energy Agency
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For Vattenfall sustainability is the business and fossil-
free energy is the foundation for value creation. There-
fore, Vattenfall will continue the journey towards fossil
freedom. Read more on page 15
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pul

We are committed to building a future where everyone can choose
fossil-free ways to move, make, and live. We call this fossil freedom.
Working towards this goal is more than a responsibility, it is also a business
opportunity - using fossil-free energy and technology not just to tackle
climate change, but to benefit society, local communities and biodiversity.

While we have taken significant steps towards fossil freedom, our
society is still highly dependent on fossil fuels. At Vattenfall we are working
to help society break free from this addiction.

We will not get there alone. That is why we are collaborating with a broad
range of partners, to push the boundaries of energy production, make fossil-
free power and heat widely accessible for people and businesses, and
decarbonise manufacturing and transport.

In 2023 we accelerated progress towards our goal, from the inauguration
of the Hollandse Kust Zuid wind farm to helping Bristol in the UK decarbonise
through a citywide district heating network.

L
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Important events during the year
1 P e

Page 45 | Partnership entered into with the Page 27 | Vattenfall initiates a process to acquire

Stromma Group to electrify the company’s boat fleet land on the Vard Peninsula adjacent to Ringhals

Page 46 | Acquisition of Bristol's existing heat ; \' Page 42 | Inauguration of the Hollandse Kust Zuid

networks and ongoing collaboration with Bristol City \ T offshore wind farm in the Netherlands

Leap to achieve carbon neutrality for the city’s energy . Page 43 | Exercised option to develop the offshore =

infrastructure by 2030 wind power project Nordlicht Il in Germany f

Page 126 | Completed the divestment of the
gas-fired power plant Magnum in the Netherlands

Page 43 | Inauguration of the South Kyle onshore
wind farmin the UK

Page 38 | Strategic review of Heat Berlin finalised
and Vattenfall decided to sell the district heating
business to the State of Berlin

Page 56 | Vattenfall's goal of net-zero emissions
by 2040 approved by the Science Based Targets
initiative

Page 43 | Vattenfall divests the entire Norfolk
Offshore Wind Zone

Acquisition of Bristol's district heating network Hollandse Kust Zuid offshore wind farm in the Netherlands

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023 4
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Vattenfallin 2023

Customers

144

million customers

Numbers of customer contracts, by type

8.0 (56%)

Electricity
Gas
Heat 2.1(15%)

Grid

Other [REJVE%)

Economic

Vattenfall's Articles of Association stipulate that the company is to
generate a market rate of return by operating a commercial energy
business that enables the company to be among the leaders in
developing environmentally sustainable energy production. See
more on page 112

20.0 ...

SEK billion in underlying operating profit

1 The value has been adjusted compared with information previously
published in Vattenfall's financial reports.
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Employees

20,995

employees

Number of employees, by operating segment

ol 7a7a05%)]
generation 7,474 (36%)

Customers
& Solution
Other
Wind
Distribution
Social

Vattenfall is committed to having an engaged, safe and empowered
workforce that are treated fairly and compensated well. And for
people across our supply chain and in local communities to be
justly treated. See more on pages 24-25

O% (80)

Employee engagement index

Electricty production

100.9

TWh electricity produced

Electricity generated, by source

Hydro, 36%
Nuclear, 37%
Fossil, 13%
Wind, 14%
Biomass, 0%

Environmental

Decarbonisation of power is imperative to reach fossil freedom and
our climate impact decreased further in 2023. But our commitment
does not stop here; biodiversity and other environmental aspects
are also core to our business. See more on pages 56-65

(78)
gCO2e/kWh

1 Deviates from the preliminary reported value as communicated
in the year-end report 2023.
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Overview of Vattenfall’'s assets
and production plants

Vattenfall is one of Europe’s largest producers and retailers of electricity and heat and has approximately
21,000 employees. Our main markets are Sweden, Germany, the Netherlands, Denmark, and the UK. The parent
company, Vattenfall AB, is wholly owned by the Swedish state, and its headquarters are in Solna, Sweden.

Largest plants Other operations
Largest plants Type Country Capacity Distribution
O Wind farms Vattenfall’s Distribution business owns and
Hollandse Kust Zuid  Offshore  The Netherlands 1,500 MW operates electricity distribution grids in Sweden
Kriegers Flak Offshore Denmark 604 MW and the UK.
Horns Rev 3 Offshore Denmark 407 MW
Vesterhav Syd Offshore Denmark 344 MW Sales
and Nord Serves B2B and/or B2C customers in Sweden,
Thanet Offshore  United Kingdom 300 MW Germany, the Netherlands, Denmark, the UK,
DanTysk Offshore Germany 288 MW .
France, Finland, and Norway.
Sandbank Offshore Germany 288 MW
- ili i H Vi h:
@ Power plants E-mobility charging solutions Sya ;s;e,\rm?cvj
Ringhals Nucioar r— 5 204 MW Vattenfall operates 51,000 charging points Horns Rev 3
Sandbank
Forsmark Nuclear Sweden 3307 MW throughout Sweden, Germany, Norway, and andban
the Netherlands. DanTysk
@ Hydro power
Harspranget Hydro Sweden 871 MW Power-as-a-Service Amsterdam
Stornorrfors Hydro Sweden 599 MW i i ildi i i Hollandse
M Designing, buﬂdlhg, anlng, and opergtlng N N
necessary electrical infrastructure for industry )
@® Districtheating and heavy transport. It is an established business (P e

in Sweden and the UK with recent market entries
in the Netherlands and Denmark.

Vattenfall’s largest district heating networks Thanet ®

are in Amsterdam, Berlin', and Uppsala.

1 Heat Berlin is to be divested to the State of Berlin during 2024.

Offices

Vattenfall also has offices in Finland, France,
Norway, Poland, and Belgium.
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Business model and value chain

It takes several steps for electricity and heat to reach the end consumers and Vattenfall is present throughout the full value chain

in accordance with our strategy as an integrated utility. Our business model is centred around creating value for our stakeholders.

Inputs Value chain and activities Outputs Outcomes
Financial capital Natural capital Vattenfall contributes to the electricity generation and supply system with its 20,995 Economic value
Page 116 portfolio of hydro and nuclear power, strong growth in large-scale renewables such employed T
as wind, solar power, and battery facilities as well as regional and local grids. Also SEK 12.7 b'“'on
Electricity decentralised solutions with solar PV panels, e-vehicle charging solutions, battery
storage, smart meters, and network services are offered to our customers.
Wind Transmission grid
(operated by the Transmission Social value
. Nuclear system operator)
Fuman cepieal Craring SEK 27.4 billi
Page 24 Hydro = charging points o 1 Ion
Solar Power Transformer Transformer 3 3 Regional Transformer Local 5
generating station station Lo grid station grid S T e
Battery facilities b ! i HIH
Manufactured storage ; 3 L .:c'):. + .............. ' 88 TWh SEK -5'8 bllllon
capital Lo Small II lar & wind of fossil-free
Page 6 . o mall-scale solar & win 4 electricity generated
,,,,,,,, Excess renewable electricity .___________'" Page 50
; fed into a power-to-heat plant !
E ity from G ! Businesses
Do Electricity from CHP plants - --------------- and households
Social and Heat L R b m SEK 9.5 billion UN'’s Sustainabilit
. . . ' . . S Sustainabiir
relationship capital Biomass | i Third-party in paid taxes Development GoaI);
Page 54 integration P
Gas 0 |
; Pt 9 Nowmismonat
Waste-to-heat — @ : '\L’ll

Intellectual
capital
Page 23

Coal

Power-to-heat

Geothermal
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hm

Power
generating
facilities

Heat storage
tank

C

Heat

exchanger}

Pumping
station

Our district heating supply is based on the operation of some large, combined
heat and power plants (CHPs), but in order to drive the move towards decar-
bonisation of the heating sector, we are widening the use of decentralised and
flexible energy solutions, including mini-CHPs, heat pumps, storage options,

solar panel installations, and third-part:

y excess heat infeed.

At the consumers, the hot
district heating water passes
through a heat exchanger
transferring the heat to the
customers’ heating systems.

SEK 4.0 billion

Dividend proposed
for 2024

i

13 e 17 emessaes
ACTION FORTHEGOALS
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Page 51
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“While the transformation towards net zero is driven
by climate goals, the price of CO2, and customer
demand, it also comes with many business oppor-
tunities; something many industries realised a long
time ago. The businesses of tomorrow will not run
on fossil fuels”

CEO Message

Staying the
courseina
turbulent time

In 2023, the world was uncertain in many ways.
Geopolitical conflicts affected global trade and inflation
and interest rates were high. Economic growth slowed
down. Despite that, we are at the epicentre of an energy
transition that has left the starting blocks and is now
picking up speed.

The green transition is happening now, as is the energy transition
required for us as a society to succeed. The demand for fossil-free
energy increased during 2023, and the targets for the energy transi-
tion at a European level, as well as at country levels have never been
higher. At COP28 a large number of countries agreed to move away
from fossil fuels. While the transformation towards net zero is driven
by climate goals, the price of CO2, and customer demand, it also
comes with many business opportunities; something many indus-
tries realised a long time ago. The businesses of tomorrow will not
run on fossil fuels.

Even if the direction is clear, the uncertainty around us is of course
also impacting us in the energy sector including our suppliers, indus-
try customers, and households, many of whom are finding it hard to
make ends meet. Russia’s war in Ukraine laid bare the risks of
Europe’s dependency on fossil fuels and the importance of having
a secure energy supply. Even though prices were lower this winter,
mainly due to well-filled gas storages, electricity and gas prices are
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still higher than before the crisis and there is still a high
degree of volatility. But from a fundamental, long-term
energy perspective, in Europe not much has changed.

| am proud of my Vattenfall colleagues, who are
showing persistence and endurance while working
hard every day to make sure we are staying the course,
by offering attractive sustainable solutions for our cus-
tomers to move, make, and live fossil free. There has
also been a lot of effort from our customers when it
comes to energy savings. It is the sum of small and big
steps that will help stabilise the prices and volatility in
the energy market.

Regulations should encourage innovation

and investments

Regulatory frameworks must allow for and support
technology and innovation, as well as investments and
speed in the transition. The EU Green Deal can serve
as a good example of how ambitious climate targets
can be transformed into legislation. Now the focus
needs to be on implementation. | welcome the fact
that a political agreement on the EU power market
reform has been reached, increasing market stability
and taking on a toolbox approach leaving the choice
of measures at the national level. While the demand for
fossil-free electricity is huge, the required build-out is

not keeping pace. Investments need to multiply and
the right incentives for those affected by the neces-
sary new infrastructure must be developed; Europe’s
competitiveness is facing a tough challenge. The risk
of inaction is looming, since it will not only stall the tran-
sition, but also mean us missing out on innovation and
business opportunities. | truly believe that the energy
transition is a possibility and that we as a society, with
full respect for the complexity, should act together now
to make it happen. Vattenfall is ready to do our part.

New wind and solar are of continued importance
Vattenfall plays a key role in the energy transition, as
aleading European energy company with a purpose
and strategy to enable the fossil freedom that drives
society forward. For more than 100 years, we have
electrified industries, we have supplied energy to
people’s homes, and we have modernised the way
of living through innovation and cooperation.

Last September we inaugurated the offshore wind
farm Hollandse Kust Zuid in the Netherlands, together
with our partners BASF and Allianz. A proud moment
for allinvolved and a testament to the importance of
collaborations and partnerships. Vattenfall was
awarded the project in 2018 and it is the first modern
subsidy-free offshore wind farm in the world.

“Vattenfall is conducting a profitable energy business
despite the past years’ turmoil, and | account this
achievement largely to our employees and our
business model. There are many opportunities of
value creation in fossil-free energy generation.”

Hollandse Kust Zuid also demonstrates how the mar-
ket has changed over the past five years. The offshore
wind industry is now struggling with price increases
due to rising cost of capital, inflation, and supply chain
squeezes. This continues to have an impact on the
industry in general, and it led us to the decision to sell
the Norfolk zone in the United Kingdom to RWE. The
divestment increases Vattenfall’s opportunities to
invest in fossil-free projects that better fit our overall
portfolio and risk appetite, while securing the future of
the Norfolk projects.

The offshore market remains attractive over the
long term, and Vattenfall will continue to be a signifi-

cant offshore developer. Most recently we signed a
Memorandum of Understanding with BASF to partner
on the 1.5 GW Nordlicht cluster off the coast of
Germany.

We have also continued to grow our onshore wind
business and large-scale solar business. One example
is South Kyle, the 240 MW onshore wind farm in the
UK that we inaugurated in the spring of 2023. And in
the summer, we acquired a 4 GW pipeline of large-
scale solar projects in Germany, bringing our german
solar development portfolio to 7 GW. We are also
exploring large-scale batteries and third-party con-
tracting of flexibility.

The underlying operating profit for the year amounted to

SEK 20.0 billion

and the profit for the period amounted to SEK 10.4 billion

Wind power increased its production by

13%

mainly due to new capacity from Hollandse Kust Zuid in the Netherlands

Customers chose Vattenfall in these uncertain times

500,000

new electricity contracts in 2023

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023



01 Thisis Vattenfall

Nuclear and hydro power:

the backbone of our current business

In 2023 we optimised and developed our nuclear and
hydro businesses, the backbone of our company. We
have seen arevival of nuclear around the world, with
more new-build projects being planned - nuclear has
important capabilities in the energy system. We are
also working with new nuclear in Sweden, a topic high
on the agenda for the Swedish government and for
Vattenfall. During 2023 | have, together with some of
my colleagues in Vattenfall, visited countries where
they have recently built or are in the midst of building
new nuclear to deepen our knowledge even further
about how to build with speed and cost efficiency.

Markersbhach pumped hydro and solar plant

—> Read about our operating segments

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

We believe that with the right support, there is an
opportunity to create long-term value by investing in
nuclear. But it is absolutely key to unlock that potential
for commercial players, with the right risk-sharing
mechanisms. A lot of work is ongoing at Vattenfall to
be able to execute investments into both existing and
new nuclear. Please read more on page 26.

Hydro power has played a key role in Sweden’s
energy system for more than a century, and it has
been delivering a reliable contribution to the stability
in the energy system. For the first time in more than
30 years, we are now looking into expansion at a
number of our existing hydro power locations, as well
as pumped hydro opportunities.

New owner for Heat Berlin

Just before Christmas, we announced our decision to
sell our heating operations in Germany to the State of
Berlin. When we initiated the strategic review in May
2022 it was - in addition to reflect the value of the busi-
ness - important to sell to an investor who would reli-
ably continue the transformation of the company and
implement our plans to decarbonise the district heat-
ing system in Berlin. Germany continues to be a core
market for Vattenfall, and looking forward, we see a
wide range of growth opportunities in Germany for our
growing business in fossil-free generation and energy
services. We want to continue to play a key role in shap-
ing the energy transition in Germany, and to enable our
more than five million customers to live fossil-free lives.

On our path to net zero

At Vattenfall, sustainability is not just a goal, it is an inte-
grated part of our business strategy. As of June 2023,
Vattenfall is among the first energy companies world
wide who had our net-zero targets for 2040 approved

Blakliden Fabodberget wind farm

—> Read about our sustainability work

by the Science Based Target Initiative. These now
include scope one, two, and three. This is an important
confirmation that the targets, we have set, are in line
with the ambitions of the Paris Agreement. We are
already today delivering on our 2030 roadmap for
COo, addressing the emissions from our own activities,
but to reach net zero, everything that we buy and sell
needs to be fossil free. We have set a 50 per cent CO2-
reduction target by 2030 for procurement of goods
and services, and we are also increasing the share of
biogas that we are supplying to our customers. For this
we have recently entered a partnership with Renewi,
who will supply our Dutch customers with 7.5 million
cubic metres of biogas per year.

Navigating through opportunities and risks
Vattenfall is conducting a profitable energy business
despite the past years’ turmoil, and | account this
achievement largely to our employees and our busi-
ness model. There are many opportunities of value
creation in fossil-free energy generation. But if the past
years have taught us anything, it is that you never
know what is to come. The market conditions have
changed drastically right before our eyes. Therefore, it
is also important to be prudent and adhere to our risk
strategy to continue leveraging on Vattenfall being an
integrated and diversified business. Recent years’ tur-
moil in the market has highlighted the benefits of not
putting all our eggs in one basket, by strengthening
our competitive advantage and generating a strong
financial position. Looking ahead, we continue to look
for investment opportunities that meet our profitability
requirements, and we will only invest, if those are met.

Partnerships enable entire industries to change
To succeed with the transition we need to work together
- business, politics, and society - and not lose sight of
the long-term goals. Propelled by this belief Vattenfall is
afounding member of the First Movers Coalition (FMC),
together with several of our partners. FMC is working to
enable and scale net-zero technologies in hard-to-abate
sectors. We use our combined purchasing power to
accelerate investments in developing goods, services,
and technologies needed for the energy transition.
Since the start, we have together garnered USD 15 bil-
lion in aggregated demand for emerging climate tech-
nologies. Vattenfall has so far committed to the sectors
of cement, steel, aviation, and trucking.

Fossil-free steel is in demand, and | am happy to say
that we have ourselves managed to secure some of
the first deliveries from SSAB as well, to use in our own

10
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operations. We will start pilots with possible applica-
tions like power line pylons, grid stations, and parts of
foundations for offshore wind power.

In the autumn, we commercially tested HYBRIT’s
first-of-its-kind hydrogen storage as part of our collabo-
ration with SSAB and LKAB. Fossil-free hydrogen is a
prerequisite for producing fossil-free steel and by add-
ing storage, the variable cost of hydrogen production
can be significantly reduced, by 25 to 40 per cent.

On the Swedish west coast, we investigate the
potential development of a new value chain connect-
ing offshore wind and fossil-free hydrogen supporting
Preem’s large-scale production ambition of five mil-
lion cubic metres renewable fuels and electrofuels no
later than 2035. In the same region, we are together
with St1developing the value chain for producing
electrofuels, also by means of offshore wind. This will
support their plans to produce one million cubic
metres of electrofuels, first drops starting to material-
ise around 2030.

The transition will not happen by itself, and it will
also not happen without challenges and conflicts of
interest from time to time. | think it is reasonable that
significant industrial transformations are discussed.

But | also think it is important that we ask ourselves how
many successful companies there will be in 20 years’
time that emit large amounts of carbon dioxide? With
responsibility and business acumen we can find a
common way forward.

“l am, however confident
that Vattenfall is equipped
to be successful and a key
contributor to the necessary
transition.”

Engaged people are the key to success

The energy transition is big, includes many parts of
business and society, and it will be ongoing during mul-
tiple terms of office. It will be the biggest transformation
of our societies since the industrial revolution and the
focus and priorities will constantly be put to the test.

I am, however confident that Vattenfall is equipped to
be successful and a key contributor to the necessary

The Carpe Futurum heat plant in Uppsala will cut CO2 emissions by

200,000 tonnes

annually

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

Laxede hydro power plant

transition. We have highly engaged and competent
people, who work in our organisation with pride and
dedication. In 2023 we had an all-time-high response
rate of 85 per cent in our yearly employee survey, with
very high levels of engagement.

In 2024, we will continue to leverage our existing
business and the opportunities the green energy tran-
sition will give us. This year will no doubt be another
eventful year that we step into with a new investment
plan allocating over 40 billion SEK to growth in 2024
and 2025, a commitment to continue working for fossil
freedom and leveraging on our integrated business

model, with more fossil-free energy production and
smart customer solutions.
I am looking forward to what 2024 will bring.
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Anna Borg, President and CEO
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Wind and Profitability

Offshore wind:
Attractive outlook
despite short-term

hurdles

As Europe moves away from fossil fuels, massive investments
are needed in offshore wind. Vattenfall is ready to contribute

while navigating current headwinds.

Limiting global warming to 1.5°C requires
rapid transformation of the entire energy
system. Europe has set ambitious climate
targets and wind power is one of the most
important technologies to achieve them.
30 additional GW are needed onshore
and offshore every year to hit the EU targets
by 2030.

To succeed, a steep scale-up is needed.
But instead, the offshore wind industry faced
strong headwinds during 2023. A supply
chain already under pressure had to deal
with additional challenges due to inflation
and continued geopolitical conflicts, with
extreme price increases as a result. This
imposed additional risks to offshore wind

developers as projects in today’s market
require significant financial commitments
prior to taking a final investment decision. In
combination with revenue schemes that did
not reflect the new market conditions and
increased costs of capital, the profitability

of many offshore wind projects came under
severe pressure. Vattenfall was one of the
companies experiencing this harsh reality
when the development of the Norfolk Boreas
wind farm in the United Kingdom (UK)
needed to be stopped last summer. Looking
into the near future, quite a number of Euro-
pean countries expect to fall short of their
wind power expansion path.

12
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Signs of stabilisation and strong

long-term market outlook

The turmoil is not expected to ease soon, but there

are signs of things moving in the right direction. Growth
in offshore wind relies heavily on scaling up supply
chains, ports, and transmission infrastructure, and
regulators and decision-makers are taking steps to
ensure a more stable market environment - ultimately
increasing the attractiveness to invest throughout the
whole supply chain.

The UK is one example. Following Vattenfall’'s deci-
sion to stop the development of Norfolk Boreas and a
CfD' auction round that attracted zero bids for offshore
wind, the country sent a positive signal in November
when announcing a willingness to pay up to GBP 100
per MWh in today’s value to reflect the current market
situation and secure offshore wind power build-out.

“Offshore wind is one of the fastest
and cheapest ways to provide enough
capacity to replace fossil fuels in Europe”
Helene Bistrom, Head of Business Area Wind

“Stopping the development of Norfolk Boreas was a
very tough decision. It hurt, but it was necessary. The
project was not financially viable and stopping it also
sent a clear signal that the industry is in distress. We
did see a welcome and needed shift in the discussion
in the UK, moving from confidence in inevitable off-
shore development regardless of the challenges, to
a focus on how to secure the build-out,” says Helene
Bistrom, Head of Business Area Wind.

In December 2023, Vattenfall signed an agreement
with RWE to divest the entire Norfolk Offshore Wind
Zone to a purchase price of GBP 1.0 billion. The deal

1 CfD: contract for difference, UK revenue support scheme.
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includes the three projects Boreas, Vanguard East and
Vanguard West in the UK.

The sale increases Vattenfalls ability to investin
other fossil-free projects that better fit the overall
portfolio and risk appetite. Further, the sale ensures
continued development of the projects and covers the
impairment and most of the provisions taken for Nor-
folk Boreas reported in July 2022. The full financial
impact from the transaction will be visible once the
deal has been closed, which is expected in Q1,2024.

Despite the short-term challenges, offshore wind
remains the backbone of the energy transition across
Europe, and Vattenfall expects the market to stabilise
at a high growth rate. The long-term outlook for the
market is strong, and Vattenfall is in a good position to
seize opportunities while navigating current realities.

“Offshore wind is one of the fastest and cheapest
ways to provide enough capacity to replace fossil fuels
in Europe. Looking at the next 10 years, there are no
alternatives. Europe simply will not reach its climate
targets without offshore wind,” Bistrom says.

Additional growth through partnerships
During 2023 Vattenfall's Business Area Wind
accounted for 33 per cent of Vattenfall's total underly-
ing profit (EBIT) - or SEK 6,5 billion - with a majority of
that coming from offshore wind. To contribute to
Vattenfall’s growth and managing risks going forward,
the business area is aiming for strategic partnerships.
“Vattenfall holds a perfect position in the offshore
wind industry with an attractive long-term pipeline of
projects and historically strong relationships with our
suppliers and industry. Today, energy-intensive industry
is concerned about the availability of fossil-free elec-
tricity. By us partnering with them in an offshore wind
project, they can proceed with their transition away
from fossil fuels, and we can reduce our risks.

“We can play an important role here, by connecting
fossil-free electrons directly to industrial customers
and at the same time releasing capital for more invest-
ments in offshore wind - and with this, accelerate the
journey to fossil freedom,” Bistrom says.

In 2021, Vattenfall partnered with chemical com-
pany BASF and financial services provider Allianz as
co-owners when building the 1.5 GW subsidy-free off-
shore wind farm Hollandse Kust Zuid in the Nether-

Big plans for offshore wind

2022 Installed capacity

The chart to the right shows the installed capacity in the EU and the
UK. The chart below shows the share of offshore wind power in the

power mix in the EU and the UK.
EU 2% . UK 14%

2030 Target and ambitions

For 2030 the upper bar shows the EU target of at least 60 GW off-
shore wind, and the UK ambition of up to 50 GW offshore wind. The EU
target was set in its 2020 Offshore Renewable Energy Strategy. Since
then, ambitions of many member states have increased. Early 2023,
EU member states announced an increased joint ambition of 111 GW
by 2030. This is shown in the lower bar together with the

UK ambition.

2050 Targets, ambitions and estimates

For 2050, the upper bar shows EU’s target of at least 300 GW. The
UK does not have a target for 2050, therefore the estimate of the
non-departmental public body, The Committee on Climate Change,
in its Sixth Carbon Budget is used. The estimate is 65-125 GW, and
the bar shows the middle of that range, 95 GW. The lower bar shows
the EU member states’ ambitions of around 317 GW, with the UK
estimate on top of that.

lands. As a next step, Vattenfall and BASF announced
their ambition to partner on the Nordlicht 1 and 2 off-
shore wind farms in Germany through a future sale of
49 per cent of the projects to BASF.

The demand for fossil-free electricity remains high
and Vattenfall has a strong track record of delivering prof-
itable projects. The focus now is to participate in getting
the offshore wind industry back on a healthy track by
making carefully selected, sound investment decisions.

Unit: GW

16 B Installed capacity, EU
M Installed capacity, UK

B EUtarget “at least”
50 UK government ambition “up to”
EU member states ambitions

UK estimated

m 50

95

317 95
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STRATEGY

We are at the epicentre of the energy transition that

is accelerating. This creates major challenges but also
brings a lot of opportunities. Vattenfall has formulated
a strategy to reach our goal of enabling fossil freedom.
It steers our direction: How we prioritise business
opportunities, focus our efforts, and engage our
employees, so that we can remain truly customer
centric while creating value for our stakeholders and
continue to lead the decarbonisation of both our
sector and far beyond.




02 Strategy

Enabling the fossil
freedom thatdrives
society forward

Vattenfall operates in a complex business environment, influenced by macro-
economics, geopolitics, regulations, and technology developments. Our strategy
is therefore continuously evolving to ensure that we create value for our customers
and other stakeholders, remain financially robust, and reach our goal of a net-zero

value chain by 2040.

The geopolitical tension also seen in 2022 is rising
amongst influential actors across the world, impacting
global trade relations and key supply chains. Monetary
policy throughout Europe and the rest of the world has
been gradually tightened to counter continued high
inflation, and increased interest rates are hitting both
consumers and businesses. A notable decrease of
investments in Europe can be seen across sectors,
among increasing unemployment levels and cost

of living.

The European economy has lost momentum which
puts pressure on the energy market and poses chal-
lenges for the energy transition. This is especially vis-
ible in the build-out of renewables, where cost
increases, strained supply chains, and tough competi-
tion challenge the attractiveness of investments, and
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many projects are struggling to reach return levels
required for a financial investment decision.

We, however, fundamentally believe in a positive
market outlook and that the energy industry will expe-
rience significant growth in years to come, driven by
increasing customer demand for fossil-free energy
and new EU legislation for decarbonisation, such as
the Carbon Border Adjustment Mechanism and a
more ambitious reduction target for EU ETS sectors.
We navigate the current market dynamics by increas-
ing focus and prioritisation of new investments, and
by ensuring the robustness needed to deliver on our
long-term ambition of being a leader in energy transi-
tion towards a fossil-free society.

Stornorrfors hydro power plant

Beliefs that underpin our strategy

Our strategic direction is based on how we believe the market will evolve and what is required
to remain competitive. Some of the key beliefs that underpin our strategy are:

The energy industry will experience significant growth in years to come

We currently face a challenging investment landscape, defined by supply chain delays, increased costs, and
investor interest spread across relatively few projects. However, as demand for fossil-free electricity and heat
increases, it is clear that electrification remains the key abatement option to decarbonise society and reach
even further increased climate targets. This confirms our view of a fundamentally positive market outlook,
and that the energy industry will experience significant growth in years to come.

The value of flexibility will continue to be high in the long term

As low-cost intermittent renewables penetration increases, power prices are expected to decline, but volatility
will remain. We believe the market attractiveness for flexibility will continue to be high in the long term and
allow us to monetise this volatility. We are therefore evaluating new opportunities within technologies such as
pumped hydro storage, batteries, and hydrogen storage. Plannable production such as hydro and nuclear will
also have a valuable role to play and allow us to further capture value from price volatility.

Digitalisation is key to improve competitiveness, manage threats, and serve our customers

In a rapidly growing energy system characterised by volatile markets, increasing customer expectations,

and constant cyber security threats, digitalisation plays a key role in capturing opportunities and addressing
challenges. As an integrated energy utility, we believe digital tools and competencies are key to maximise value
from our asset portfolio, differentiate from competition, protect our company (and employees), and grow our
customer base.
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02 Strategy

Our strategy in anutshell

o

Setting out to be aleader in the energy transition

Our goal is to enable the fossil freedom that drives society forward as a profitable energy utility. Lead-
ing the energy transition is in line with expectations from our owner, our customers as well as society
at large. With the dedication and expertise of our employees, we are well-positioned to continue to be
in the lead. We acknowledge that the energy transition needs to be just for all stakeholders involved.
Being a trusted and collaborative partner in the societies where we operate is therefore key.

Fossil-free electricity generation is our foundation for value creation

Our portfolio in hydro, nuclear, and electricity distribution in Sweden will deliver value for along time
to come, as these assets constitute the backbone of our portfolio to accelerate the electrification
revolution. Together with a strongly growing renewables business, on the continent especially, we
have built an attractive asset portfolio, and we see a significant pipeline for continued growth in
fossil-free electricity generation and flexibility going forward. With a strong track record in delivering
fossil-free electricity and heat to our customers, we are well-positioned to capture growth opportu-
nities across our markets, creating value for society as well as our owner.

An integrated utility logic and a diversified portfolio create additional value

Vattenfall has chosen to be active throughout the energy value chain, as an integrated utility with

a diversified portfolio that delivers additional value from our generation assets. We believe this
increases our competitiveness, for example by allowing us to differentiate in wind power tenders
or combining energy services to offer beyond commodity to our customers (e.g. bundled offerings
for heat pumps). Furthermore, our broad industry expertise makes us an attractive counterparty
to help decarbonise industrial companies.

A diversified portfolio that spans the full value chain, several markets, regulatory regimes, and
different business models also lowers our overall risk profile. This, in turn, increases our investment
capacity. The wholesale market exposure in our generation portfolio is balanced by the regulated
distribution business as well as margin-based revenues from sales of heat and electricity. A growing
portfolio of fossil-free and renewable assets also makes it easier and less risky to service and acquire
customers. In sum, diversification is the basis for a robust portfolio that can secure growth and value
creation over time and also weather the currently dynamic and volatile market environment.
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E CO, Sustainability is at the core of our strategy

We see growth opportunities in profitable sustainable business models. For us, sustainability is a
competitive advantage and an opportunity to grow in new products and market segments. This is
what we mean, when we say, “sustainability is the business”. Therefore, we continuously invest in
and raise our sustainability ambitions to increase our competitiveness. We drive and support the
energy transition, allocating most of our growth investments along the fossil-free electricity value
chain, aiming for net zero in our full value chain by 2040.

The Vattenfall strategy wheel illustrates our integrated business

model and what is needed to succeed with our strategy

Connecting
and optimising

the energy
system
Driving X
isati Securing
deca:i?r?ro":f tion a fossil-free
customers and To enable the ener%y
partners fossil freedom Supply
thatdrives
society forward
A Delivering
Empowering high-performing
our people ¢
operations

Driving decarbonisation with our customers and partners
with focus on greater customer centricity and promotion of
electrification and climate-smart energy solutions in areas
where we have a competitive advantage.

Connecting and optimising the energy system with focus
on maximising the value of flexibility and promoting stable
and cost-efficient grid infrastructure.

Securing a fossil-free energy supply with focus on growth
in new fossil-free energy generation and maximising the
value of our existing assets, as well as implementing our
CO2 roadmap.

Delivering high-performing operations by being both
competitive and cost-effective, and by leveraging opportu-
nities in digitalisation and taking social and environmental
responsibility throughout the value chain.

Empowering our people with focus on securing necessary
competencies while improving the employee journey and
providing a safe work environment.
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02 Strategy

Our portfolio

A clear strategic direction

Our overall strategic direction is clear. We con-
tinue to grow in fossil-free electricity genera-
tion and distribution and sharpen our focus on

wind, and retail businesses, and we see PPAs
and industry partnerships as key avenues to
realising these investments. However, manag-

Our strategy in a nutshell materialises in our portfolio,
where we prioritise businesses that are sustainable in

@ Electricity grid (Distribution System Operator) -
There is an unprecedented need for new grid capacity

attractive markets with returns above cost of capital and
where we are competitive. We continuously evaluate our
view on where we want to grow, develop, or assess our
business scope. Key elements of our portfolio are:

@ Offshore wind - Our primary growth area, where we

aim to capture the value of fossil-free electrons by
securing PPAs and partnering with industry offtakers
and financial investors. Our current offshore strategy is
to continue to look for attractive investment opportu-
nities despite the challenging market.

Onshore renewables - We are active primarily on the
continent where partnerships with offtakers are key to
secure attractive development sites. Given the grow-
ing industrial demand, we see significant growth
potential for onshore wind, large-scale solar, and bat-
teries in Germany and Sweden. The targeted growth
is closely linked to demand growth to manage the risk
of system oversupply.

Nordic nuclear and hydro - Our existing nuclear and
hydro portfolio is the backbone of the Swedish energy
system and an important enabler for both the energy
transition and additional growth for Vattenfall. We are
looking into several options for the development and
optimisation of our existing fleet, including operational
improvements, prolonged operations, and capacity
increases for our hydro business. Furthermore, we are
also evaluating the potential for new nuclear in
Sweden.
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and interconnections, and we will continue to make
significant investments in our Swedish electricity grids
to enable the power system build-out.

District heating - We have completed a strategic
review of our district heating business in Berlin and
decided to sell the business to the State of Berlin. In
the Netherlands, our focus is on decarbonising our
operations by exploring ways to reduce dependency
on natural gas and finding fossil-free heat alternatives.
In other markets we focus on growing or maintaining
our market share.

Customer gas and electricity sales - This is a mature
market where focus is on remaining competitive in a
very competitive environment, while helping our cus-
tomers to decarbonise, especially on the continent.
We also venture deeper into the electricity value chain,
for example by offering services such as heat pump
installations. Our e-mobility offerings further contrib-
ute to retaining and attracting customers and the
associated power contracts.

decarbonising remaining fossil-dependent
businesses. Growth investments are enabled
by strong performance in our nuclear, hydro,

ing increased risk in the short term by staying

flexible and competitive, without losing sight of
our long-term commitments, will be imperative.

Investments along the electricity value chain in 2024-2025

SEK billion

Develop
Maintaining and optimising our assets
within hydro, nuclear, and district heating

I 1 SEK billion

Grow
Growth primarily in renewables
and and electricity grids
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Strategic targets

Vattenfall wants to contribute to a sustainable energy system across all parts of

our value chain. Our goal is to be a truly customer-centric company as we transition
towards a production portfolio that is sustainable in the long-term. In 2020 Vattenfall
set six strategic targets for 2025 for the Group to track and steer our performance

towards our goal of fossil freedom.

Target for 2025

Outcome 2023

Comments

Five-year trend

Driving decarbonisation with our customers and partners

+18

Customer engagement,
Net Promoter Score (NPS)!

+11

(+16)

Decrease in absolute NPS due to
longer response times in customer
services during the beginning of
2023.

Securing a fossil-free energy supply

=86

gCO2e/kWh
CO2 emissions intensity2.-3

69°

(78)

Improvement due to lower
fossil-based generation. For more
information see page 56.

20
16
12
8
4
o
2019 2020 2021 2022 2023
Net Promoter Score - - - Target 2025
gCO.e/kWh
200
150
100 |
50
2019 2020 2021 2022 2023
CO; emissions intensity - - - Target 2025

1 NPS s a tool for measuring customer loyalty and for gaining an understanding of customers’ perceptions of Vattenfall's products and services.

2 Including other greenhouse gases, such as N20 and SF6.

3 Direct emissions (Scope 1) and indirect emissions from purchased electricity and heat (Scope 2) as defined in the Greenhouse Gas Protocol standard.
4 Deviates from the preliminary reported value as communicated in the year-end report 2023.
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Target for 2025

Outcome 2023

Comments

Five-year trend

Motivating and empowering our people

<1.0

Lost Time Injury
Frequency (LTIF)>

1.5

(11)

V4s) 80

Employee Engagement
Index® (80)

Above target levels. Further actions
required to enhance safety organi-
sation. For more information see
pages 78-79.

Outcome above target level after
continued improved performance
with more engaged employees.
For more information see page 24.

Conduct high-performing operations

22-27%
Funds from operations

(FFO)/adjusted net debt (55'0)

= 8%
Return On Capital

Employed (ROCE)” (4.2)

21.5%

5.3%

Below target interval as a result of
lower underlying EBITDA, and the
adjusted net debt mainly increased
due to increased investments.

Outcome below target due to lower
electricity prices and also lower
generation volumes from hydro
power and lower availability from
nuclear power. The negative price
effects from the Continental hedg-
ing also had a negative impact.

2019 2020 2021 2022 2023
LTIF (Lost Time Injury Frequency) - - - Target 2025

2019 2020 2021 2022 2023
Employee Engagement Index - - - Target 2025

2019 2020 2021 2022 2023
FFO/AND - - - Target 2025

2019 2020 2021 2022 2023
ROCE - - - Target 2025

5 Lost Time Injury Frequency (LTIF) is expressed as the number of lost time work injuries (per 1 million hours worked), i.e. work-related accidents resulting in absence
longer than one day, and accidents resulting in fatality. The ratio pertains only to Vattenfall employees.

6 Documentation for measurement of target achievement is derived from the results of the My Opinion employee survey, which is conducted on an annual basis.
7 The key ratio is based on EBIT and average capital employed (see page 195).
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Financial targets

Vattenfall's owner has set three financial targets for the Group, which pertain to
profitability, capital structure, and dividend policy. These targets are intended to ensure
that Vattenfall creates value and generates a market rate of return, that its capital
structure is efficient, and that financial risk is kept at a reasonable level.

Target over a business cycle’ Outcome 2023

Comments

Five-year trend

Profitability

28.0% 5.3%

Return On Capital
Employed (ROCE)2 (42)

Capital structure

22-27% 21.5%

Funds from operations
(FFO)/adjusted net debt (55.0)

Dividend policy

40-70% 4.0

Dividend share of the SEK billion3
year'’s profit after tax
(4.0)

15-7years.

Outcome below target due to lower
electricity prices and also lower
generation volumes from hydro
power and lower availability from
nuclear power. The negative price
effects from the Continental hedg-
ing also had a negative impact

Below target interval as a result of
lower underlying EBITDA, and the
adjusted net debt mainly increased
due to increased investments.

The Board of Directors has pro-
posed a dividend of SEK 4 billion.

2 The key ratio is based on EBIT and average capital employed (see page 195).

3 Dividend proposed by the Board of Directors.
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2019 2020 2021 2022 2023
ROCE — - - Target 2025

%
180
50
40
30
20 -
10

2019 2020 2021 2022
FFO/AND - - - Target 2025

%

2019 2020 2021 2022
Dividend payout-ratio - - - Target 2025
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Investment plan

Vattenfall's investment strategy reflects our ambition to enable fossil freedom. Substantial

growth investments will be made in fossil-free production. Other key investment areas
are the optimisation and extension of our electricity grids and the increasing investments
in electrification of transport. The heating business in Berlin, which will be divested to the
State of Berlin during 2024, is not included in the figures below.

Total investments

Total planned net investments for 2024 and 2025
amount to SEK 65 billion. Gross investments amount
to SEK 77 billion, where the difference is mainly attrib-
utable to partnering related to offshore projects, espe-
cially Nordlicht |, as well as develop-to-sell assump-
tions for onshore wind, especially Windplan Blauw,
and solar projects. The figures that follow relate to net
investments.

Growth investments
Growth investments account for around 62 per cent
(SEK 41 bn) of the total investment budget. Approxi-

Vattenfall'sinvestment plan 2024-2025

Total capex per category

65

SEK billion

Per cent
Growth
Maintance

Replacements

1 Mainly charging solutions, solar and battery projects as well as heat and energy solutions.
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mately SEK 18 billion in investments are planned for
the development and construction of new wind farms.
Major investments are the finalisation of Hollandse
Kust Zuid in the Netherlands (~1,500 MW) and the
Vesterhav projects in Denmark (344 MW), further
development of the offshore wind farms Nordlicht | and
Ilin Germany (together ~1,600 MW) and the construc-
tion of the onshore wind farms Bruzaholm in Sweden
(188 MW) and Clash Il in UK (77 MW). Growth invest-
ments also include development costs for potential
future wind power projects, such as Swedish Kriegers
Flak, Korsnas, and the Kontiki projects in Sweden, and
Muir Mhor in the UK. Potential construction of these

Capex per technology
SEK bn Per cent
11 Wind
18 Distribution
7 Heat
Hydro
Nuclear
Other?

B Maintance and replacements [l Growth

projects lies beyond 2025. Other major growth areas
include the development of electricity grids and district
heating networks, with investments of approximately
SEK 13 billion. This mainly entails connecting new
customers and areas to our electricity and heating
networks as well as providing network solutions. Major
growth investments are being made in the electricity
distribution operations in response to increased
capacity requirements, to realise the connection of
new renewables capacity as well as other new connec-
tions. In the heat business, this includes projectsin

the Netherlands such as installing new e-boilers with
150 MW capacity in Diemen or erecting new peak and
back-up capacity in Leiden, several activities in our

UK business to drive decarbonisation and building

a 20 MW wood pellet-fired heat only boiler in Vaners-
borg in Sweden. Further growth activities amount to
around SEK 10 billion and include for example invest-
ments in electric vehicle charging stations and network
solutions like power-as-a-service, solar and battery
projects, e.g. building a 500 MW battery in Brunsbuittel.

Capex per country

SEK bn
21 Sweden
17 Germany
8 United Kingdom
3 The Netherlands
3 Denmark
13

Maintenance and replacement investments
Vattenfall is also investing heavily in maintenance,
modernisation and replacement of existing assets and
businesses. Planned maintenance and replacement
investments amount to approximately SEK 25 billion
over the coming two years.

We plan to invest SEK 11 billion in our electricity
grids in Sweden to secure the quality of supply and
reinforce the grids. Further, we are investing approxi-
mately SEK 3 billion to safeguard the safe operation of
our Swedish nuclear plants by completing safety and
modernisation measures at Ringhals and Forsmark.
Investments in dam safety as well as in maintenance
and refurbishment of the Nordic hydro power fleet are
planned with around SEK 3 billion. In the heating busi-
ness, we plan to invest around SEK 2 billion to maintain
and further develop our asset portfolio.

SEK bn

Per cent

46 36

12

B Maintance and replacements [l Growth
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Major investment projects - decided on and in progress'

Hollandse Kust Zuid

Est.CO2

reduction? Vattenfall's Total
Project Country Type Capacity (ktonnes) interest (%) Completion investment
Hollandse Kust Zuid 1-43 Netherlands Wind offshore 1,509 MW 1,563 51% 2024 2,600 MEUR
Vesterhav projects3 Denmark Wind offshore 344 MW 196 100% 2024 657 MEUR
Bruzaholm3 Sweden Wind onshore 138 MW 3 100% 2025 2,124 MSEK
Windplan Blauw3 Netherlands Wind onshore 77 MW 59 100% 2024 213 MEUR
Tutzplatz3 Germany Solar 76 MW 29 100% 2024 57 MEUR
Battery Toledo3 Sweden Battery 55 MW n/a 50% 2024 43 MEUR
E-boiler Diemen Netherlands Electricity as fuel 150 MWth nfa 100% 2025 45 MEUR
E-mobility - Netto3 Germany E-mobility nfa nfa 100% 2025 68 MEUR
E-mobility - Bunting® Germany E-mobility n/a nfa 100% 2024 50 MEUR

T Allnumbers in the table reflect the status as per 31 December 2023.
2 Production from onshore wind estimated to 2.6 GWh/MW installed, from offshore wind to 3.5 GWh/MW installed, and from solar to 1.0 GWh/MW installed. Resulting production is compared against
grid average emission factors which will decline over time as the energy system decarbonises. Actual production emission factors and savings will vary. Other projects are compared to project-specific

reference cases.

3 The project is EU taxonomy-eligible and aligned.
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EU taxonomy reporting

The EU taxonomy regulation aims to
establish a common classification system
that defines when an economic activity
can be considered sustainable, so-called
taxonomy-aligned. Its ultimate aim is to
steer investments into activities that

help to achieve the ambitions of the EU
Green Deal.

89 per cent of Vattenfall capexin
2023 were eligible and aligned

Wind power accounted for 54 per cent
of investments in 2023. Other key
investment areas were electricity grids
(19 per cent), existing nuclear power
plants (5 per cent), and district heating
and cooling (5 per cent).

Eligible but not aligned capex

2 per cent of Vattenfall's investments
during the year was made in eligible but
not aligned activities. These consist of

Capex as per 2023

SEK

37

billion

investments in gas-fuelled heating and/or
cooling or gas-fuelled combined heat and
power generation that do not meet the
substantial contribution to climate change
mitigation criteria.

Non-eligible activities

For Vattenfall, this mainly includes sales,
some service-related capex as well as
maintenance investments that are not
covered by the taxonomy regulation.
Activities being reported as non-eligible
does not necessarily indicate that the
activities are considered to be not sustain-
able. It only indicates the activity is not
listed in the Taxonomy and therefore not
assessed under the Taxonomy regulation.

Read our EU taxonomy reporting on page 175

[l Eligible - aligned, 89%
Eligible - not aligned, 2%
B Non-eligible, 9%
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Green Bond Investor Report

Vattenfall issued its first green bond in Investments under Vattenfall’'s Green Bond Framework3. 4
June 2019 and by year-end 2023, Vattenfall

. . X Capacity Est. COz reduction? Vattenfall's Total
had a total of SEK 252 billionin OutStandlng Category [ project [ country Type (MW) (ktonnes) interest (%) Start/ compl. investment 2023 -2022 Total
green bonds, whilst having invested a total Renewable energy and related infrastructure
s Hollandse Kust Zuid 1-4 / Netherlands Wind offshore 1,509 1,563 51 2020/2024 2,600 MEUR 7814 17935 25,750 MSEK
of SEK 43.6 billion. . .
Kriegers Flak | Denmark Wind offshore 604 345 100 2019/2021 7,600 MDKK 0 9,694 9,694 MSEK
Vesterhav projects | Denmark Wind offshore 344 196 100 2022/2023 657 MEUR 4,262 1,806 6,068 MSEK
Vattenfall has decided to use green financing in its Princess Ariane (retained) / Netherlands Wind onshore 180 139 100 2018/2020 220 MEUR 0 1.348 1,348 MSEK
funding activities, and we expect all future Iong-term Bruzaholm / Sweden Wind onshore 139 3 100 2023/2025 2,124 MSEK 226 ] 226 MSEK
financing to be m,ade under the Green Bond Velinga [ Sweden Wind onshore 67 1 100 2024/2026 1,200 MSEK ] 0] O MSEK
framework? Industry projects
’ HYBRIT / Sweden Fossil-free steel Pilot project — 33 2019/2021 858 MSEK 20 460 480 MSEK
A N Total 12,322 31,243 43,565 MSEK
Green bond framework in brief Outstanding green bonds 25,217 MSEK

The current green bond framework consists of four
eligible categories: Renewable energy, transmission
and distribution of electricity, energy efficiency, and
clean transportation. The climate research institute
CICERO has provided a second opinion on the frame-
work and issued the highest rating, “Dark Green”.

Electricity for more than

Outstanding bonds

Our outstanding green bonds issued up to 2022 were 91 ,500

emitted under the previous framework where the Swedish households
eligible categories were: Renewable energy and
related infrastructure, energy efficiency, electrification

’ ) ) Bruzaholm Velinga
of transpor.t and hgatlng, apd industry prOJects. Our Vattenfall has started the construction of the onshore wind farm project in During 2023, Vattenfall took the final investment decision to start the
latest hybrid bond issued in 2023 was issued under Bruzaholm, Sweden. The 21 wind turbines will upon completion produce construction of the onshore wind farm in Velinga, Sweden. The project will have
our new green bond framework. 460 GWh, which corresponds to the annual electricity consumption of an annual production of approximately 173 GWh and an output of 67 MW.
approximately 91,500 households. The wind farm is expected to be commis- Construction started during the year and the wind farm is expected to be
sioned in 2025. commissioned in early 2026.

1 All external borrowing is done at corporate level with bonds issued by the parent company, Vattenfall AB, for general corporate purposes. Our bonds have a balanced maturity profile and Vattenfall does not refinance
any particular bond maturities but rather takes into consideration the total financing need, i.e. cash from operations, existing liquidity, capex needs, and maturing financial payments such as bond repayments.

2 Production from onshore wind estimated to 2.6 GWh/MW installed, from offshore wind to 3.5 GWh/MW installed, and from solar to 1.0 GWh/MW installed. Resulting production is compared against grid average
emission factors which will decline over time as the energy system decarbonises. Actual production emission factors and savings will vary. Other projects are compared to project-specific reference cases.

3 All numbers in the table reflect the status as per 31 December 2023.

4 The reporting of spend relating to green bonds has been updated from 2023 with the aim to be fully comparable with other, financial reporting of the projects. This is reflected in all active projects above, including
for historic investments, i.e. accured expenses and not cash flow.
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Research and Development

Research and Development (R&D) aims at accelerating the journey towards fossil
freedom by exploring new opportunities with colleagues in Vattenfall's operations,

customers, partners, and academia.

Vattenfall's R&D activities span across all Vattenfall
business areas, working to realise Vattenfall’s strat-
egy and purpose. We encourage innovation through-
out the company, but at the R&D unit our 145 experts
are all dedicated to exploring the many opportunities
in the future energy landscape. By bridging the gap
from academia to industry, innovating, testing new
solutions, and supporting implementation in the busi-
ness, R&D can guide and lower the risks in order to
accelerate Vattenfall's journey towards fossil freedom.

Organised into several interdisciplinary teams
exemplified in the graphic to the right, the expertise
in R&D ranges from detailed component level to
system and market-wide levels. A key aspect and
strength of the R&D unit is its diversity with 25 lan-
guages spoken by our R&D colleagues. The diversity
of employees ensures a variety of viewpoints and
experiences are included, as well as a more thorough
analysis of options and broader understanding of
potential risks and opportunities in the various R&D
projects and activities.

Exploring the potential of Al

Several R&D activities involve the use of digital tech-
nologies, including data analytics, machine learning,
and artificial intelligence (Al). Algorithms and models
are applied to support and advance the business. For
example, Computer Vision, Al that allows extraction
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of information from visual media, has been utilised in
cases that include detection of ice formation on wind
turbine blades, biodiversity monitoring around hydro
power plants and wind farms, and automatic crack
detection in bedrocks.

In addition, the emergence of a new generation of
Al Chatbots has put the spotlight on Large Language
Models (LLMs). LLMs can be used both for under-
standing natural language texts, or everyday commu-
nication, and generating new ones. LLMs can analyse
a vast amount of information and provide the high-
lights or summaries, give personalised support and
suggestions, automate tasks like meeting planning,
and increase productivity. They can assist in data
analysis, accelerate learning, enhance customer
support and much more.

Naturally, Vattenfall R&D teams have been explor-
ing the possibilities offered by LLMs. As an example,
a personalised, secure document analysis system is
being developed to help Vattenfall colleagues in the
nuclear business. This is done by grouping and sum-
marising relevant documents, to allow insight at a
glance and increase productivity. Considering the
many complex challenges the energy sector faces,
the potential of LLMs is high. R&D continues to
explore multiple secure applications that can help
Vattenfall in the journey towards fossil freedom.

R&D programmes throughout the value chain

ay

Electricity generation

Advanced Asset Analytics
Control and Optimisation
Dam Safety and Infrastructure
Digital Inspections
Environment

Flexible Generation
Foundation and Concrete
Hydro Power Machines
Lifetime and Operation
Offshore Wind

oy

Heat generation

Bio-CCS

City Energy System

Digital Acceleration of Heat
Fossil-free Heat
Sustainable Heat Business

145

R&D experts

BN N

Data Driven DSO
Digital Customer
Flexible Grids

Local Grid Control
Microgrids and Storage

=)
Customer products and services

Analytics

E-mobility

Energy Management
Smart Energy Solution

25

languages spoken at R&D

L [

Industry decarbonisation

Cement
Petrochemicals
Refineries

Steel

Thermal Storage

464

million SEK spent on R&D in 2023
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Our people

Our people are crucial for Vattenfall's purpose to enable the fossil freedom that drives
society forward. Fossil freedom can only be achieved, if the right people with the right
competencies and skills choose to join and stay with us. We strive endlessly to make
sure that we all have a safe, inspiring, and caring work environment.

We highly value diversity because we are convinced
that a breadth of ideas is important; that open dia-
logue helps us to learn from each other, and that to
truly perform we all need to feel welcome and be able
to be ourselves at work.

Our commitment
At Vattenfall, we are committed to empowering, engag-
ing, and developing employees so that everyone is
able to perform at their peak, while ensuring a safe,
inspiring, inclusive, and caring workplace. We offer fair
remuneration, flexible working hours as well as a chal-
lenging and international work environment with the
possibility to work with some of the best in the field.
Vattenfall's culture rests on four guiding principles:
Active, Open, Positive, and Safety. It should empower us
all to perform at our best and in a way that drives opera-
tional excellence and long-term value creation for the
business. Our success is underpinned by a proactive
and mature health and safety culture where our goal is
zero accidents, injuries, and work-related illnesses.
Anintegral part of our principles is creating a
diverse and inclusive workplace. Vattenfall works
actively for all employees to have the same opportuni-
ties and rights regardless of gender, ethnicity, age,
transgender identity or expression, religion or other

belief, disability, or sexual orientation. Everyone is
included in working towards our goal of fossil freedom
and contributes to building a more profitable and
attractive company. We work hard to spread aware-
ness, take concrete actions, and measure our pro-
gress. Read more about our H&S or D&l strategy and
results on pages 78 and 73, respectively.

What our employees say

Each year, our employee survey, My Opinion, is used

to track the degree to which our employees feel con-
nected to Vattenfall's purpose and how each individual
feels about their contribution. The results show that
85 per cent (83 per cent in 2022) of our employees
would recommend Vattenfall as an employer. Further-
more, our survey shows that Vattenfall's culture is
collaboration and cooperation based, that there is a
high level of trust and respect, and good team spirit.
Compared to the peer norm in the survey?, we score
significantly higher on psychological safety and D&l
measures. Areas for improvement include more aware-
ness of Vattenfall's purpose and strategy, as well as
increasing customer focus. All in all, the engagement
index, which is one of our five strategic targets (see
page 18) was 80 per cent2 which is the same as last
year and up by 16 per cent in five years.

1 The peer norm is the weighted average of employee survey results from a cross-section of Energy and Utilities companies (Global Energy& Utilities),

derived from recent client studies conducted by WTW.

2 Due to a change in the answering options in the survey in 2022, the results may differ by up to 3 p.p. in both directions.
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Sofi Bryggman
Dam Safety Engineer

“l am excited to go to work every day,
and | don't think there will even be a point
where | run out of opportunities to learn
new things”

[2! Read more about Sofi's employee journey

Employer Rankings

4115+ 35N0OH

Anca Velicu
Lead Strategy Advisor Offshore Wind,
Diverse Energy Network UK Lead

“Recognising specific dates, events, or festi-
vals such as the International Women's Day,
Black History Month, or Holi enables me to
reflect upon and deepen my appreciation for
diverse perspectives and histories. It culti-
vates a personal commitment to empathy,
understanding, and advocacy towards creat-
ing a more inclusive and equitable workplace.”

[ Read more about Anca’s employee journey

We measure our progress e.g. via Universum & Trendence ranking. In 2023, Vattenfall remained ranked ninth (ideal
employer) in Sweden in the category MSc Engineering. In Germany in the same category, we jumped from place 63 in 2022
to 43in 2023. In Netherlands we were ranked 20th in the category STEM (23th place in 2022).
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A people strategy fit for the future

There is a strong demand for talent and competence in the energy sector, and this trend continued in 2023. The driver is
the accelerating energy transition but also the scarcity of critical competencies that are necessary to deliver fossil freedom.

Securing and retaining talent is central, and from a strategic perspective we are focusing on three key areas.

Focus areas and initiatives

9 Attract - Attracting the right talent?

We want to target the people we need with a differentiated value
proposition, a strong presence in recruiting, and by retaining leaders
and experts.

Work with a purpose - we tackle issues that matter both for
everyday lives and society at large.

Explore the full energy value chain with continuous opportunities
to develop and grow in a challenging but supportive environment.

Open, fun, informal and diverse atmosphere in which to work,
where the brightest minds come to collaborate, and people are
empowered to succeed.

Examples of graduate trainee programmes

¢ International Trainee Programme

¢ |T & Strategy Talent Programme

e Framtidsprogrammet within Vattenfall Distribution

Examples of opportunities for students
* Thesis projects

e Summer jobs

¢ Internships

¢ Placements for working students.

% Enhance - Development through self-directed learning

We want to develop our people to secure key competencies

and skills for the future and enable a culture of self-directed learning.

Fostering an open, active, positive and safe learning culture in
which our people continuously grow and develop.

Go beyond skills training and truly increase employee engagement

and retention.

e Mentoring and coaching

¢ |Learning catalogue with trainings, certifications, and other
development opportunities

e Targeted initiatives for different stages in the employee journey.

Examples:

¢ New as Manager Programme - for all new managers

¢ Leadership Focus Programme - gives managers guidance
for their leadership

¢ Top Talent Programme - for potential successors to
management functions.

[2! Read more on our Career page

Z

(&)

Retain Enhance

N

% Retain - A culture of performance and feedback

We focus on building a culture of performance and feedback. This
supports our employees in encouraging each other to achieve new
heights while maintaining a healthy work-life balance.

Fair compensation for high performance demonstrating continuous
improvements through feedback. See page 75

Trust is the basis of a strong feedback culture and requires an
inclusive and psychologically safe environment.

e Team workshops

e Recurring discussions in team and leadership meetings.

Remote collaboration in a hybrid office environment.
State-of-the-art, flexible offices. See page 77

Mental and physical support-trained colleagues called mental first
aiders that serve as a point of contact for employees experiencing
mental health issues or emotional distress.

Reinforcement of culture through various culture-building initiatives.
e Young professionals network - Megawatt

e D&l-focused Diverse Energy Network See page 73

e Annual group-wide innovation competition.

Work-life balance - Leaders promote employee well-being and are
supported by our internal platform - Leadership Toolbox. Other
initiatives that are being tested across the organisation are meeting-
free Fridays and flexible workplaces.

A4

N

I All activities at Vattenfall in the area of recruitment and selection are carried out with diversity and inclusion in mind. In addition, we take responsibility for public security and safety by having
a well-functioning and structured approach to pre-employment screening of all employees as part of our recruitment processes, as well as security vetting for the security classed positions.
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Nuclear power

The revival
of Swedish

nuclear

The upcoming increased electricity demand in the wake
of the energy transition in industry has put new nuclear back

on the agenda.

Vattenfall is at the epicentre of an accelerat-
ing energy transition. Climate targets are
high on the agenda in the EU and globally,
as is the need for a transition of the industry
and transport sectors. In Sweden this transi-
tion is based on the potential of replacing
fossil fuels with fossil-free electricity and
hydrogen. On top of that, the war in Ukraine
has made the dangers of being dependent
on foreign countries for energy supply
evident, at a time when a doubling of the
demand for electricity is expected over the
next 15-20 years.

These factors lead to a huge and steeply
rising demand for electricity, but thereis a
risk that the build out of fossil-free genera-
tion facilities will not keep pace. Meeting

future demand will require a mix of all fossil-
free energy sources such as wind, solar,
hydro and nuclear, each offering unique
qualities in terms of costs, construction
timeframe, plannability, and scale.

The importance of the existing

nuclear fleet

Support from the public to nuclear energy
has increased particularly over the past
three years, and the 2022 election delivered
a majority in the Swedish parliament for
building new nuclear plants.

“Sweden has six nuclear reactors in oper-
ation, of which Vattenfall is the majority
owner of five, and it is, of course, our highest
priority to secure the high availability and
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safety standards of those facilities, says Desirée
Comstedt, Head of New nuclear at Vattenfall”

“We have already been uprating most of our existing
reactors, but when we look at the future demand for
electricity in the energy transition, we are also looking
at the possibility of prolonging the operation of our
existing nuclear plants from the present plan of 60
years, to 70 or even 80 years.”

Need for new nuclear capacity
While uprating and maintaining existing nuclear plants
for prolonged operation will add capacity, Vattenfall has
for some years assumed that new nuclear facilities will
be needed after 2030 together with especially more
on- and offshore wind power to match future demand.
No new nuclear plants have been built in Sweden
in almost 40 years, so Vattenfall's top management
and key nuclear people conducted a fact-finding tour
to Canada, France, and the UK - countries that have
recently built or are building new nuclear power plants.
They met with suppliers, developers, operators,
authorities, and decision makers from these three
countries as well as from South Korea and the USA
with the aim to deepen Vattenfall's knowledge even
further on how to build with speed and cost efficiency.

Stable policies and a Swedish nuclear programme
A long-term, stable energy policy and permitting
regime is necessary as changing frameworks and
conditions will deter suppliers. There are more pro-
jects in the world than suppliers can deliver on, so it
must be clear that Sweden is a country where you can
have a successful new-build project with well-founded
political and societal support.

“‘Along with stability and efficient and predictable
permitting processes there is also a need for a
Swedish nuclear programme with clear goals, in
which the relevant authorities joini forces to create
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“Itis vastly more complex to build
new nuclear today than when we

built our first reactors.”
Desirée Comstedt, Head of New nuclear.

the prerequisites for the goals to be realised,” Comstedt
stresses.

“It is vastly more complex to build new nuclear today
than when we built our first reactors. The first devel-
oper will have to adapt this huge infrastructure project
to our political framework, safety requirements,
geological prerequisites, workers'’ legislation, and
ensure the licence to operate, so the first reactor will
be by far the most expensive.”

In other words, one reactor alone will not be financially
viable. A fleet of reactors should be part of the nuclear
programme utilising the development, experience, and
administrative work from the first and second ones.
Volume is important to spread the costs and sustain an
efficient supply chain - and not least to secure the long-
term competencies for construction of new nuclear after
a 40-year Hiatus. The final nuclear capacity should be
determined based on the market needs and society’s
requirements on the electricity system.

Sharing the risk

An infrastructure project like a new nuclear programme
has significant financial risks. A viable business case
requires risk-sharing with the state to reduce risks and
hence the cost of capital, which also results in lower
cost for the electricity for consumers. The major risks
that need mitigation are programme, (that the pro-
gramme becomes large enough), construction (espe-
cially for the first units) and market (clarity on revenue).
“Small modular reactors (SMR) are a partly new tech-
nology with reactors of 300-500 MW and lesser finan-
cial commitment. However, we have now concluded

that risk-sharing is needed regardless of the type of
reactor,” says Comstedt.

Valuable insights

“When we in 2022 set up a feasibility study about
establishing at least two SMRs near our existing
Ringhals nuclear plant, we already had valuable
insights into large-scale reactors from previous
projects, but realised that we needed to gather infor-
mation on SMRs,” Comstedt says.

“In our study, we have investigated light-water reac-
tors, which use the same fuel as Vattenfall’s existing
nuclear reactors. We have extensive experience of
these reactors throughout the entire value chain,

Large vs. small nuclear reactors at a glance

{ gl NS
nuclearreactors

@ Ready to deploy
@ Fast rout to high capacity
® High financial risk

from procurement of fuel to the Swedish solution for
arepository for spent nuclear fuel.”

The feasibility study was completed as planned at
the turn of the year and reached the conclusion that
there are good opportunities for new nuclear at the
Varo peninsula close to Ringhals. Vattenfall has now
acquired property on the peninsula and the area is
suitable to hold 3-5 SMRs or one large nuclear reactor,
corresponding to roughly 1.5 GW. Preparations have
started for the environmental impact assessment,
and the evaluation of potential vendors is planned to
be finalised during 2024.

“Our goal stands to have a first reactor in operation
on the Vard Peninsula at Ringhals during the first half
of the 2030s,” says Comstedt.

Small nuclear reactors

@ Shorter construction time

@ Outages affect power systems less

@ Less commercially mature
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OPERATING
LANDSCAPE

Vattenfall operates in a complex and interconnected
business landscape where regulation and support
systems play significant roles. As the energy transition
accelerates, cooperation and collaboration is
increasingly key to ensure flexibility and adaptability
both financially and operationally.

e

i
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Regulatory developments

Accelerating its fossil-free energy transition, Europe made significant progress in energy
and climate policy in 2023. Throughout the year, the focus of decision makers remained
on ensuring affordability of energy for citizens and industry alike.

Ensuring affordability
The EU emergency measures to tackle high energy
prices, established in 2022, have gradually been
phased out in many EU markets over the course of
2023. Some markets have chosen to introduce spe-
cific national rules in response to the high prices seen
in 2022. In the UK, legislation continues to underpin
the UK retail energy price cap until March 2024. In
France, the retail energy price cap for residential con-
sumers has been maintained in 2023, even though its
level has risen twice during the year to take account of
inflation, resulting in a slight price increase on electric-
ity bills for consumers. In the Netherlands, a price ceil-
ing regulation for B2C has been implemented creating
composure and clarity for consumers and politicians.
In spring 2023, the European Commission tabled its
proposal for a reform of the EU power market. After
negotiations between EU institutions, an agreement was
reached in December. The reform aims to make electric-
ity prices less dependent on volatile fossil fuel prices,
shield consumers from price spikes, accelerate the
deployment of fossil-free energy generation and improve
consumer protection. Member States are given different
options on how to finance their energy transitions, leav-
ing room for national implementation of the EU rules.
Meanwhile, work on the UK’s renewable energy mar-
ket arrangements (REMA) continued in 2023. REMA is
reviewing the UK'’s electricity market arrangements to
ensure they are fit to meet the government’s target of a
fully decarbonised electricity system by 2035, subject
to maintenance of security of supply.
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End of the year, the German government has agreed
on an electricity price package worth EUR 12 billion

to relieve the burden on energy-intensive industries,
including EUR 5.5 billion to cap the transmission grid
fees that have skyrocketed due to the necessary grid
expansion. The package includes a reduction in the
electricity tax for the manufacturing industry as well
as the extension and expansion of the subsidy system
for the reimbursement of CO2 emission certificates.

The energy transition in policies

Sweden’s presidency of the Council of the European
Union in the first half of 2023 was marked by signifi-
cant progress on energy and climate policy. The EU
institutions agreed on major legislation including a
more ambitious reduction target for the EU Emission
Trading Scheme (EU ETS), a framework for renewable
energy, and policies to decarbonise transport and
residential heat.

The agreement on the EU ETS includes a CO2
reduction target of 62 per cent by 2030, which is more
ambitious than the previous 43 per cent target and will
help the EU to achieve its overall climate target of
reducing greenhouse gas emissions by 55 per cent by
2030. The EU framework for renewable energy paves
the way for faster permitting of heat pumps, renewables,
and the related distribution grid on national level. This
isimportant because renewable energy will play a key
role in the EU's energy transition together with the
mentioned new policies for transport and residential
heat. In combination, these policies will help reduce

emissions from two sectors that are currently major
sources of greenhouse gases.

At the national level, several European countries
made changes in their energy and climate plans in
2023.

New heating legislation was passed in Germany
to increase the share of renewables in housing installa-
tions to 65 per cent. Furthermore, the law stipulates
that all types of heating must be climate neutral by
2045, at the latest. In France, the government intro-
duced actions to phase out the use of gas-fired units,
urging households to make their transition to more
sustainable heat pumps.

Equally, the Netherlands is on track to meet their
2030 climate commitments with several energy poli-

cies being discussed on national level throughout
2023.The policy decision on a maijority public owner-
ship in heat infrastructure is part of the draft heat
legislation.

In England and Wales, new consumer protection
powers as well as price regulations have been given
to the energy regulator, and the government has taken
new steps to introduce heat network zoning, a system
that has already been introduced in Scotland.

The Swedish government for example initiated an
inquiry into the permit process for offshore wind with
the aim of speeding up offshore wind development,
just as a government inquiry presented a proposal for
local incentives for onshore wind. At the same time,
the previous assignment to the transmission system
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operator to be responsible for offshore grid connec-
tions has been withdrawn. The UK is implementing
measures to speed up offshore wind consenting.

In March 2023, France launched the Nuclear
Alliance, a group of countries committed to nuclear
energy. The alliance aims to promote the safe and sus-
tainable use of nuclear energy, and to ensure the EU
has a reliable and secure energy supply. This comes at
atime when France has decided to build new nuclear.
In May 2023, a bill on new nuclear was adopted by the
French parliament. It confirms the plan for the con-
struction of six new reactors between 2035 and 2045
and removes from the law the obligation to reduce the
share of nuclear in the electricity mix to 50 per cent.

The Swedish government, supported by the Swe-
den Democrats, has taken three main initiatives in the
second half of 2023 to enable new nuclear power:
firstly, a regulatory initiative to allow for more reactors
than the ten that are allowed today and on new sites
than the existing. Secondly, promotional measures
including an inquiry on more efficient permit pro-
cesses, a revision of the nuclear waste programme
and a revision of the application fees for new nuclear
power. The inquiry will also look into the emergency
planning zones. Thirdly, a roadmap was launched
where the government introduces a target of 2,500
MW of new nuclear power by 2035 and an inquiry on
risk sharing. A person in charge of coordinating all ini-
tiatives to enable nuclear power has also been
appointed.

Increasing strategic autonomy

Europe’s acceleration of fossil-free electricity build-out
has led to a renewed policy focus on the resilience and
diversification of the supply chain. A key topic dis-
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cussed both at national and EU level. An increase of
investments in renewable energy manufacturing
capacity and supporting infrastructure has been
called for by industry and politicians. To address manu-
facturing challenges across different technologies, the
EU proposed the Net Zero Industry Act (NZIA). During
2023, it became apparent that the European offshore
wind industry has been hit by a crisis, as a number of
major projects were delayed or cancelled due to a
worsening macro-economic business environment.

In response, a European wind power action plan has
been launched by the European Commission in
autumn. The Action Plan sets out immediate actions
to be taken together by the Commission, the Member
States, and the industry; building on existing policies
and legislation and focusing on six main areas: accel-
erating deployment through increased predictability
and faster permitting, improved auction design,
access to finance, fair and competitive international
environment and skills as well as industry engage-
ment and member state commitments. At the end of
the year, a charter has been jointly signed by the Euro-
pean Commission, Member States and industry repre-
sentatives to confirm commitments to the actions
outlined.

Political landscape

In July the Dutch government collapsed. The elections
in November resulted in fifteen parties taking seat

in the House of Representatives. The Partij voor de
Vrijheid (Party for the Freedom, PVV) emerged as the
largest party, obtaining 37 seats. The Labour-Green
alliance took 25 seats. Overall the results can be seen
as a move towards more right wing politics. Coalition
talks are proceeding in 2024.
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Partneringlandscape

The fossil-free energy system needs a rapid massive built out in order to meet
the climate targets - and that creates many opportunities. However, there is still
uncertainty on how the energy transition will be executed; and competition has

intensified across the energy value chain.

While the goal to decarbonise society is clear, there is
still uncertainty about how different technologies will
develop and regulatory frameworks and subsidies are
in many cases still not finalised. The recent market
development has sharpened the focus on energy
policy, which has created even more momentum for the
transition but also a greater push for state intervention
in the energy markets. To some extent, this has created
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additional uncertainty. In this environment, financial
strength and stability, flexibility, and diversification
have become more important than ever. In light of this,
resource sharing and collaboration have come in
focus and partnerships have proliferated across the
value chain. Some key areas include collaborations
and partnerships to:

Expand fossil-free electricity

Partnerships aimed at enabling the expansion
of fossil-free electricity while ensuring profitability
and consideration for sustainability aspects.

System integration

Power purchase agreements

e Expanding the range of technologies
e Entering new geographical markets.

Support customer decarbonisation

Partnerships designed to increase service levels

to customers through deeper integration as well as
to enable decarbonisation by collaborating on asset
ownership.

¢ Partnering with energy intensive industry players
to support them on their decarbonisation journey

e Collaboration with service providers to increase
service levels

e Collaboration with suppliers in related markets
to enhance service integration, for example supply
and installation of heat pumps

¢ Increasing service levels to end customers by
collaborating with customers that provide e-mobility
charging points at their premises

e Power-as-a-Service solutions.

Develop and enable new technology

Partnerships aimed at expanding opportunities to
electrify industry and other sectors as well as new
fossil-free electricity generation and storage.

Decarbonisation of hard-to-abate sectors
Research collaborations

Feasibility studies

e Entering new technological markets.

Secure a sustainable supply chain

Supply chain resilience and sustainability have
increasingly come in to focus where optimisation
has made global supply chains fragile. However,
cost is an important factor as competition is fierce.

e Collaboration with suppliers to ensure reliable
and sustainable supplies

e Collaboration with other industry actors to increase
leverage on supplier sustainability performance

e Research partnerships.
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EV charging

We first need
to make smart
charging smarter

Making charging smarter encompasses a pallet of different elements
in which Vattenfall is working with local authorities and provinces to
help achieve the Dutch target of 1.7 million charging points by 2030.
Pieter van Ommeren, Director at Vattenfall InCharge, explains what it

takes to achieve this target.

“We can no longer wait for drivers of electric
vehicles to come forward. We need econo-
mies of scale and a huge acceleration,” van
Ommeren sums up the situation.

Data-driven rollout

In the Dutch provinces of North Brabant and
Limburg, Vattenfall installed charging point
number 8,000 in October 2023. As a special
feature, 4,500 of the charging points in the
second round were installed proactively, i.e.
before electric vehicle (EV) drivers requested

them. Data-driven forecasting and planning
maps were used to map the best locations
for charging points in consultation with local
authorities and provinces, a first in Europe.

“We are creating a smart map for the
coming years, as it were, and we are, slowly
but surely, fitting all the pieces of the puzzle
together,” van Ommeren says.

That map is based on the use of existing
charging points, mobility information, vehicle
and parking data, road displays, parking
bays, and demographic data. Members of
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the public are also involved in the plans. Vattenfall
invites them to contribute their local knowledge that
helps fine-tune the deployment policy.

Smart charging

Itis not only the availability of charging points that mat-
ters, the price of charging also plays a major role in the
decision of whether to go electric or not. On average,
an electric car charges to the desired capacity within
40 per cent of the time it is plugged in. This means
that, during the remaining time, the car is left plugged
in unnecessarily. In addition, recharging usually takes
place between 6 pm and 11 pm, a peak period for both
grid load and energy price.

“This is the time of day when people come home from
work, turn on their lights, start cooking, and watch TV:
alot is being asked of both the electricity supply and
the grid at the same time, especially if we add charging
electric cars to the mix,” explains van Ommeren.

However, Vattenfall can shift the charging time to
the non-peak and cheaper hours, giving flexibility.
That shift is based on three pillars: grid load, price,
and amount of renewable energy. Most importantly,
the solution must fit within the car user’s needs.

Van Ommeren explains: “Smart charging is going to
become the standard and our customers should be
rewarded for it, for example through differentiated
rates. We are going to see customers start charging
smartly at a lower price”

Balancing the power grid

Flexible charging is not only beneficial for EV drivers,
but also of great importance for grid operators. With
the high demand for power and the addition of renew-
able energy from wind farms and solar panels, the grid
is becoming overloaded and getting out of balance.
With smart charging, Vattenfall InCharge contributes
to temporarily relieving the grid in several ways. In
Amsterdam, the Flexpower 3 research project first
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reduced the charging capacity of the charging points
at the busiest time of day. In a follow-up phase, the
researchers then looked at the capacity per district.

If one car was charging, all available power could go to
that car; with ten cars, that power was split between
ten cars. “This really helped us to reduce the grid load,”
van Ommeren says.

“The feed-in of power from the car to the grid,
known as vehicle-to-grid, is a further smart-charging
feature but still in the proof-of-concept phase. An ISO
protocol required for this purpose is not expected
before 2025. So, mass rollout is still some time away,
but all our new charging stations are ISO-ready.”

Cybersecurity

In addition to a European-aligned ISO protocol, ensur-
ing the security of charging station infrastructure is a
hot topic.

“Since 1 October, we have been registered as a
critical infrastructure provider,” van Ommeren explains.
“This is mandatory for everyone providing more than
300 MW of installed capacity. We are working daily to
ensure the security of our software, of our platform,
and IT environment. The requirements set by the Euro-
pean Union and the Dutch government naturally apply
to all parties involved in the charging infrastructure. We
are part of the leading group that is embracing, testing,
and implementing the relevant protocols.”

The car as part of the energy system

“There has been a lot of talk lately about smart charg-
ing and feeding power back to the grid, but | would like
to stress that, in the coming years, we need to make
sure that we first make smart charging even smarter,”
van Ommeren looks ahead.

To achieve this, we need to ensure that the charging
station can determine a smart charging profile based
on the individual customer’s needs. This will allow the
charging station to establish how full a particular car

should be, when the driver needs to leave, how many
kWh should be charged, and how the charging should
be optimised so that the grid can be relieved as much
as possible, the share of renewable energy optimised,
and the price kept as low as possible. Also, customers
will no longer need a charging card to start or stop a
charging session.

“I believe that, in 10 years’ time, the bulk of electric
cars will charge using a smart charging profile that
allows them to charge mainly at times when thereis a
lot of renewable energy available without overloading
the grid. The driver will not have to use complicated
apps. This will mean that the car really has become
part of the energy system.”

Charging stations in the cloud

What Vattenfall develops and tests in the public grid is
sometimes copied into solutions for our B2B customers.
At a Philips site where medical MRl scanners are
manufactured, all charging stations from the three sep-
arate car parks are virtually clustered in the cloud. The
system monitors at what times there is enough power
left for the charging stations based on peak demand in
manufacturing. That profile goes up and down all day
and is cleverly distributed among the charging poles.
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OPERATING
SEGMENTS

Vattenfall reports on its acitivites based on five
operating segments; Customers & Solutions,
Heat, Power Generation, Wind, and Distribution.
The organisational structure is designed to reflect
Vattenfall’'s overall strategy.
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04 Operating segments

Operating Segments

Vattenfall reports on its activities based on five operating segments. These reflect the organisational structure - the business areas
- except for the segment Power Generation, which is organisationally divided into the business areas Generation and Markets.

D =G 11
Underlying EBIT per segment Customers & Solutions  Heat Power Generation Wind

SEK million

Customers & Solutions

Heat
’ 3,228

Power Generation

’ 3,075

Wind
Distribution

I 1,526

Total underlying EBIT!
’ 20,005

" Exclusions and other contributions to the underlying EBIT
are include in the total but not illustrated here. See page
116 for exact breakdown per segment

2 Excluding China as this market is generally unaccessible
to western developers.
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Responsible for sales of elec-
tricity, gas, and energy services
as well as e-mobility charging
solutions. C&S also offers a
broad range of decarbonised,
decentralised solutions such

as heat pumps and solar panels.

o A market leader in Sweden with

nearly 0.9 million electricity
contracts

¢ A market leader in the Nether-

lands with 4.5 million electricity

and gas contracts

e Atotal of 5.3 million electricity
and gas contracts in Germany
with aleading position as
electricity supplier in Berlin and
Hamburg

e Operates 51,000 e-mobility
charging points in Sweden,
Germany, the Netherlands, and
Norway.

See more on page 36

Responsible for heat operations
(district heating and decentral-
ised solutions) and gas-fired
condensing plants.

¢ One of Europe’s leading

providers of district heating in
large metropolitan areas with
approximately 2.1 million
household equivalents

e Partnerships with cities for the

realisation of carbon reduction
plans, supported by a track
record of meeting previous
reduction targets

e Heat production and distribu-

tion systems used as plat-
forms to integrate other
energy solutions, like district
cooling, e-mobility charging
solutions, wind, and solar.

See more on page 38

Responsible for hydro and
nuclear power operations, the
maintenance services business,
and optimisation and trading
operations, including certain
large business customers.

¢ Operates a portfolio with 5.5
GW nuclear power capacity
and 11.5 GW hydro power
capacity across Sweden,
Finland, and Germany

¢ One of Europe’s largest
producers of fossil-free
electricity, with 37.4 TWh from
nuclear power and 36.1 TWh
from hydro power in 2023

* Provides professional asset-
optimisation services and
market access and is a leading
player in commodites trading
and power purchase agree-

ments in north-western Europe.

See more on page 40

Responsible for development,
construction, and operation of
Vattenfall's wind farms as well
as for large-scale solar power
and batteries.

¢ One of the largest producers
of onshore wind power in
Denmark and the Netherlands

¢ One of the largest producers
of offshore wind power in the
world?

¢ 13.8 TWh of electricity
generated from 5.4 GW in
operated capacity

e Strong wind power pipeline
with 2.3 GW in construction
and over 2.7 GW in mature-
stage development

e Forerunnerininnovative
solutions in solar and batteries,
such as co-location.

See more on page 42

{:y

Distribution

Responsible for electricity distri-
bution operations in Sweden
and the UK. Provides Power-as-
a-Service through ownership
and operation of electrical, stor-
age, and charging infrastructure
on long-term contracts.

¢ Leading operator of regional
electricity distribution grids
and among the top three
largest actors in local grids
in Sweden

¢ Distributes over 50 per cent
of the electricity in Sweden

e Approximately 1.0 million busi-
ness and private customersin
Sweden

e Unit for operation and owner-
ship of new grids in the UK,
established in 2017.

See more on page 44
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Operations

Customers & Solutions provides electricity, gas, and energy
solutions - including fossil-free electricity and biomethane - to
retail and business customers, with 11.4 million customer con-
tracts in Europe. We are one of the market leaders in the retail
and business segments in Sweden (0.9 million electricity
contracts) and the Netherlands (4.5 million electricity and

gas contracts) and are among the leading energy suppliers in
Germany (5.3 million gas and electricity contracts). In Denmark
and Finland, we are a market challenger for sales of electricity,
and in France for electricity and gas.

We operate 51,000 charging points throughout Europe and
offer e-mobility charging solutions for people’s homes and busi-
nesses, as well as public charging in towns and cities across our
Swedish, Dutch, and German markets. We operate advanced
smart charging solutions that support stable grids and the energy
transformation. We also offer a broad range of decentralised
decarbonisation solutions such as heat pumps and solar panels.

Business environment

After a turbulent year for the energy market in 2022, customers
saw some price stability in 2023 - partly due to short-term regu-
lations from governments. However, energy price uncertainty
remains, including high price volatility throughout the day.
Customers are becoming increasingly aware of their energy
consumption and demand more transparency and control over

Just transition - focus on the Netherlands

We are working to make the energy transition more obtainable for all - which includes accessibility and social
responsibility. In the Netherlands, we work with FIXbrigade to install energy-saving measures, free of charge,
that help households who are threatened by energy poverty reduce their energy bills and kick-start decar-

their real-time usage, leading to an increase in dynamic tariffs
and digitalised or in-app insight capabilities across the market.

In our continental markets, governments are heavily focused
on the heating transition. Despite the clear pathway on transi-
tioning towards sustainable heating solutions, such as heat
pumps, the speed of adoption is still heavily dependent on
national law making and subsidy schemes - for example, the
German Building Energy Act (GEG).

Strategy and targets

We aspire to be the decarbonisation partner of choice and
support our customers in the transition to fossil-free energy.

In addition to providing customers fossil-free electricity options
across markets, we are actively investing in our heating decar-
bonisation offerings, including fossil-free gas and heat pumps
for B2C customers, and developing solutions for and with our
B2B customers.

We invest in becoming a leading operator of e-mobility charg-
ing points in north-western Europe. We provide flexibility ser-
vices that help customers optimise their energy consumption
and balance the energy grid.

We offer a wide range of smart, data-driven, and decentral-
ised sustainable energy solutions and services to private and
business customers and continue our efforts within the electrifi-
cation of transport and industry as well as decarbonisation in
our continental markets.

10 S

bonisation efforts. In July, we launched the high-temperature heat pump, with sales targeted toward social 17 Dousues

housing corporations. Our subsidiary Feenstra is reserving significant heat pump installation capacity for
lower-income housing. We continuously investigate meaningful ways to make the transition more inclusive as

we continue our efforts toward a just transition.

FORTHE GOALS
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Developmentsin 2023

Our customer base expanded further, mainly due

to growth in Germany where we reached 5.3 million
customers. Our customer churn across markets was
low. Despite a slight decrease in our absolute Net
Promoter Score (NPS)' +11 compared to +16 in 2022,
driven by the high prices that year - the NPS still indi-
cates high customer satisfaction and that they appreci-
ate a stable partner, which is further supported by the
low churn. We continuously strive to provide an easy
and simple customer experience and seek opportuni-
ties to strengthen our customer relationships.

We continued our decarbonisation efforts in our
continental markets, supported by our strengthened
SBTi targets. We further increased our fossil-free elec-
tricity share to 80 per cent and successfully launched
our innovative high-temperature heat pump system in
the Dutch market as an alternative to gas boilers. Plans
are underway to expand sales further. In Germany, we
acquired our first installation companies to transition
gas customers to heat pumps, and we are exploring
options to secure biomethane in the Netherlands, in
response to the Dutch biogas blend-in obligations.

As society is being electrified, we are increasingly
offering flexibility solutions to empower our customers
to use their energy efficiently. We offer dynamic tariffs

Planned activities

e Further develop decarbonisation roadmaps;
Expand offering of fossil-free electricity and develop
portfolio of energy solutions to enable the energy
transition in our continental markets, including
biomethane, heat pumps, and other energy
solutions

e Expand flexibility offering, including storage solu-
tions, to give customers steering and control over
how and when to consume energy, reduce costs,
and integrate decentralised energy solutions

in our Swedish and German markets, and besides
our existing customer apps in the Netherlands and
Germany, we launched our new customer app in the
Nordics, which enables customers to see consump-
tion and energy prices. Both in the Netherlands and
Nordics, we are introducing smart charging so our
customers can charge at off-peak times and reduce
their overall energy costs.

The expansion of the charging infrastructure for
passenger electric vehicles continues. We operate
and offer our EV customers 51,000 charging points.

In 2023, we initiated partnerships with additional loca-
tion partners in Sweden, such as the ventilation com-
pany Lindab, the property company Svenska Hus, and
the finance company Storebrand. In Germany, our first
public charging park with fast charging stations is now
in operation in Berlin’s Marzahn district, offering 15
charging stations with different charging capabilities
-including ultra-fast chargers with a charging capacity
of 360 kW. We have also closed several significant

deals with customers such as Lufthansa and Gewobag.

In the Netherlands, we are installing up to 1,000 charg-
ing points per month, and all of our newlybuilt public
stations are ISO15118 and Vehicle-to-Grid ready (see
page 32).

e Growth in powering electrified transport - expand-

ing our public charging network and providing com-
petitive offerings to our consumers, including smart
charging solutions to actively support the energy
transition by increasing use of fossil-free electricity
Continue our work with governments and organisa-
tions to address energy poverty and further work
towards making the energy transition available to all.

1 The Net Promoter Score (NPS) is a tool to measure customer loyalty and understand how customers perceive Vattenfall's products and
services. The score is weighted 80% from Customers & Solutions and 20% from Heat, which reflects the composition of our customers.
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Key data

2023 2022
Net sales (SEK million) 216,339 183,151
External net sales (SEK million) 207,303 174,026
Underlying operating profit! (SEK million) 7,566 7413
Sales of electricity (TWh) 1135 93.5
- of which, private customers 276 271
- of which, resellers 36.3 20.7
- of which, business customers 49.6 457
Sales of gas (TWh) 44.1 46.4
Net Promoter Score (NPS) absolute2 +11 +16
Number of employees, (FTES3) 3641 3,289

1 Operating profit excluding items affecting comparability.

2 Weighted 80% from Customers & Solutions and 20% from Heat.
For definition see page 200.

3 Full time equivalents.

Financial results 2023

Net sales increased by 18 per cent compared to
2022. Underlying operating profit increased,
mainly due to a growing customer base in
Germany, an increase in the number of business
customers in the Netherlands and higher sales
to retail customers in France. Compared to year-
end 2022, the customer base increased by

5 per cent to 11.4 million contracts. Electricity
sales increased by 21 per cent compared to 2022,
primarily attributable to higher sold volumes due
to an increased customer base in Germany and
higher volumes to retail customers in France.
Gas sales decreased by 5 per cent due to a lower
customer base and decreased average
consumption per customer.
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Operations

Operating segment Heat comprises Vattenfall's heating and
condensing businesses, including waste-to-energy plants. We
are one of Europe’s largest producers and distributors of district
heating to growing metropolitan areas in north-western Europe
including Berlin, Amsterdam, Uppsala, and Bristol. We are pio-
neering district heating solutions in other UK cities as well. Our
district heating supply still relies on the operation of some large,
combined heat and power plants (CHPPs), but with the sustain-
ability targets of Vattenfall, we have widened our portfolio to
include technologies like e-boilers, third-party excess heat
infeed (TPI), and thermal waste utilisation. We are increasing
the share of flexible energy solutions such as large-scale heat
pumps, utilisation of surplus renewable energies, storage
options, and decentral micro CHPs. We are supplying heat to
both B2B and B2C customers, including large private and pub-
licly owned property companies and households. We see sig-
nificant growth potential in the Netherlands, and the UK driven
by transition of heat sources in these countries as well as prop-
erty developments and densification in urban areas.

Business environment

The CO2 emissions from the building sector in Europe account
for more than a third" of the total CO2 emissions where nearly 50
per cent of the heating is generated by natural gas? District heat-
ing systems in urban areas are an important part of the heating
sector decarbonisation since they allow for integration of flexible
and sustainable energy sources such as geo- and aqua-thermal,
power-to-heat, biofuels, and excess heat sources from third par-
ties like industries and data centres thus reducing dependency

An innovative adaption of a cooling plant

In 2023, the commissioning of our innovative project, QWARKS, has started in Potsdamer Platz, Berlin. Together

on natural gas. Local district heating tends to be highly competi-
tive as well as efficient compared to individual heating solutions
like oil or gas boilers and heat pumps. The Dutch Ministry of
Economic Affairs and Climate has announced the intention for
compulsory public ownership of heat networks. Vattenfall
shares the ministry’s objective to strengthen the coordinating
role of municipalities and has argued for local customisation in
order to arrive at the most practical and efficient form of coop-
eration, whether public, private, or a combination thereof.

Strategy and targets

The 2022 energy crisis has made it even more evident that
dependency on fossil fuels is untenable. For Vattenfall, decarbon-
ising our heat operations follows our ambition to achieve

net zero in 2040.

Vattenfall has finalised the strategic review of its Berlin heat
business and has decided to sell the entire district heating busi-
ness to the State of Berlin. The expected purchase price amounts
to EUR 1.6 billion. The new owner will make additional substantial
investments in the coming years, in order to generate 40 per cent
of the district heating from renewable energy sources by 2030
and to achieve climate neutrality. With the sale, around 1,700
employees willmove to the new owner. Vattenfall and the State of
Berlin plan to close the transaction in the second quarter of 2024.

In Sweden, operations will be 100 per cent fossil-fuel free by
2025. We aim to grow our customer base by implementing
smart hybrid and decentralised low-carbon heating and cooling
solutions for attractive and reliable heat supply.

1 European Commission, In focus Energy Efficiency in buildings ( 2020).
2 European Commission, An EU Strategy on Heating and Cooling (2016).

B

with Siemens Energy and funding partners, we are attempting to integrate new high-temperature heat pump @

technology into existing district cooling infrastructure. In doing so, it transfers the excess heat produced by
the cooling plant to the heat pump to be used for heating purposes. The project could provide approximately UFEBELOW
30,000 households with hot water in the summer and 3,000 with heat in the winter. Besides the resource

17 PARTHERSHIPS
WATER FORTHE GOALS

efficiency of adapting existing infrastructure, the project has certain environmental advantages such as reduc- @
ing CO2 emissions, water demand, and noise pollution. QWARK3 intends to be operational next year.
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Developmentsin 2023

Vattenfall decided in December 2023 to sell the entire
district heating business in Berlin to the State of Berlin.
However, efforts to decarbonise the district heating
supply continued throughout the year.

Investments have been made in a project that inte-
grates surplus heat from third parties into the district
heating network in Berlin. A new combined heat and
Power (CHP) plant will use steam from the adjacent
municipality-owned waste incinerator, and a large
electrically driven industrial heat pump will utilise the
waste heat contained in the discharge water from the
adjacent, also municipality-owned, waste water treat-
ment plant. This project integrates major third-party
sources of renewable heat and is one of the main
building blocks of the Berlin asset portfolio.

Vattenfall stopped commercial operation of the
Moorburg plant and subsequently sold it to Ham-
burger Energiewerke (HEnW). On 1 March 2023, the
HENW acquired the company with 94 employees,
buildings, the remaining components, and the associ-
ated property from Vattenfall.

In the UK, we are working to enable existing housing
stock and new housing to connect to heat networks.
This includes the construction of a district heating net-

Planned activities

e Continue to utilise excess heat from the cooling
water of existing and future data centresin
Amsterdam

e Developing geothermal heat sources in Amsterdam
and Lelystad

e Further expansion of the low-carbon infrastructure
of district heating in UK cities
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work at Brent Cross Town in north London and ouir first
project in Scotland in a joint venture with the Midlo-
thian Council. Construction is well under way in both
projects. In January 2023, Vattenfall Heat UK acquired
Bristol Heat Networks Ltd and is working with Bristol
City Leap; a trailblasing large-scale, multi-pronged
initiative aimed at achieving carbon neutrality for the
city’s energy infrastructure by 2030 (see page 46).

Vattenfall paused the development of a biomass
plant for the district heating network in Diemen follow-
ing a revoked permit in the Council of State. Vattenfall
has entered into talks with Dutch authorities about
possible other sustainable alternatives that can be
timely developed to provide heat to the 84,000
customers concerned.

Rising fuel prices have hit the district heating sector
in Sweden hard. It has become significantly more
expensive to produce district heating. At the same
time, also the cost of alternative forms of heating has
increased significantly, largely driven by high electricity
prices, high inflation, and increased interest rates.

Advancing evaluation of the “Fossil Eye” project
together with Tekniska verken and Umea Energi,
with the aim of identifying the amount of fossil plas-
tics in waste and to trace their source so as to mini-
mise that waste fraction

Starting the commercial operation of the industrial-
scale, high-temperature heat pump at Vattenfall's
cooling centre in Berlin's Potsdamer Platz.

-
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Key data

2023 2022
Net sales (SEK million) 44,202 60,505
External net sales (SEK million) 25,844 20,933
Underlying operating profit! (SEK million) 3,228 -3,578
Sales of heat (TWh) 3,228 141
Electricity generation (TWh) 136 166
CO2 emissions (Mtonnes) 7.8 94
Nitrogen oxides, NOx (ktonnes) 43 4.6
Sulphur dioxide, SO2 (ktonnes) 1.1 1.2
Particulate matter, PM (ktonnes) 0.1 0.1
Number of employees, (FTE2) 3,227 3,188

1 Operating profit excluding items affecting comparability.

2 Fulltime equivalents.

Financial results 2023

Net sales decreased by 27 per cent com-
pared with 2022. The underlying operating
profit increased mainly as a result of price
adjustments for heating in Berlin and the
Netherlands, which compensate for the
higher fuel costs in 2022. In addition an
updated contract and pricing strategy in
Berlin affected the result positively. This
was somewhat offset by a lower underlying
operating profit in Sweden largely driven by
higher biofuel prices. Improved spreads
following lower prices for gas lead to an
overall positive impact on the underlying
operating profit.
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Operations

The Power Generation operating segment comprises the
Generation and Markets business areas.

Generation produced a total of 73.5 TWh (80.1) of electricity
in 2023 in our hydro and nuclear power plants across the
Nordics. Vattenfall's total installed hydro power capacity of
8,800 MW generated 36.1 TWh (40.5) of electricity. At year-end,
Vattenfall's Nordic reservoir levels were at 56 per cent (59 per
cent), which is one per centage point below normal. The com-
bined installed capacity of nuclear power was 5,500 MW and
generation totalled 37.4 TWh (39.6).

Business Area Markets maximises the value of Vattenfall's
portfolio by optimising and dispatching, hedging, and sourcing
for Vattenfall's assets, third-party assets, and sales positions.

Business environment

Hydro and nuclear power are the two most important large-
scale dispatchable fossil-free means of electricity generation

in the Nordic markets. Amid the rise of large-scale intermittent
electricity production from wind and solar PV, they are facing
increased competition while becoming more valuable in ensur-
ing security of supply. The shift creates business prospectsin
energy storage and dispatchable fossil-free electricity produc-
tion. However, there are major uncertainties regarding future
market design and the political landscape.

The electricity market in 2023 has been characterised by
lower prices both in the Nordics and on the continent. Price area
differences have come down and price spikes have reduced
compared to 2022. Despite the wholesale market calming

Hydro expansion

For the first time in almost 30 years Vattenfall has started pre-studies for expansion of large-scale hydro

down somewhat, the market volatility remains on a relatively
high level. There is also an increased interest from industrial
customers for corporate Power Purchase Agreements (cPPA).

Strategy and targets

Vattenfall's ambition is to be a world leader in the operation of
both nuclear and hydro power with high safety and sustainabil-
ity standards as well as cost-efficient fossil-free electricity pro-
duction with high availability. The safe decommissioning of our
closed nuclear reactors is also a core part of our responsibilities,
including the feasibility of the full nuclear power cycle demon-
strated when the radioactive waste and spent fuel is placed in
final repositories.

Flexibility is essential to adapt to market changes in power
generation and ancillary services and to maximise the value of
our assets, but also to maximise the input of renewable electricity
into the grid. Vattenfall is developing algorithms to reach the
speed required to profitably manage intermittent electricity
generation and the new requirements being implemented in the
balancing markets in EU countries.

The Markets business area provides Vattenfall's access to
the wholesale market and has a competitive edge in optimising
assets, sourcing, and trading. As part of these activities, we
capture value from flexibility, helping to stabilise Vattenfall's
results in the face of further planned renewables build-out. We
empower fossil freedom for customers, for example by sourcing
Guarantees of Origin and biomethane.

1 GLINATE
AGTION

power at four existing locations in Sweden. The pre-studies in the Lule River are conducted at the existing @

hydro power plants Porjus, Harspranget, and Messaure, and in the Ume River at the Juktan hydro power

plant. If results are positive, Vattenfall could potentially add 720 MW of fossil-free generation capacity to the BN 17 Dausurs

Nordic electricity system. Even though it will not add water volume it will increase our flexibility to act on a

WATER FORTHE GOALS

volatile market. “It’s fantastic that we are planning for new hydro power in Sweden. The hydro power reservoirs @
are Sweden’s largest batteries, important for Sweden today and in the coming years. The flexibility that hydro
adds to the Swedish grid is almost invaluable,” says Johan Dasht, head of Hydro Nordic.
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Developmentsin 2023

Hydro power

We continued to increase hydro power capacity
through refurbishments and upgrades combined
with outage optimisation measures.

The work of constructing a new dam at Lilla Edet in
Goéta river continued and has now entered the next
phase with the construction of the second cofferdam.
The new dam will be completed in 2025.

All Swedish hydro power plants are to be provided
with modern environmental permit conditions that align
with the EU water framework directive through a legal
process foreseen to continue for some twenty years.
The process was halted by the Swedish governmentin
order to ensure that it will not jeopardise hydro power’s
important role in the Swedish electricity system. An
assessment of the consequences of renewed permit
conditions was done by Svenska Kraftnat, the Swedish
TSO, and it shows that all scenarios analysed have a
huge impact on hydro power’s balancing capacity,
production, and availability. More clarity and guidance
from the government is expected.

Planned activities

¢ Dismantling activities at Ringhals Reactors1and 2
are to commence in 2024

e Power upgrade of Forsmark 1 by 50 MWe

e Upgrade of capacity for the Clab interim storage
facility to ensure safe storage of radioactive material

e A programme for biodiversity has been decided
within Hydro Nordic, and projects enhancing
biodiversity in or close to our rivers will be initiated
in cooperation with stakeholders and universities

¢ Continue efforts to become top quartile in balanc-
ing/intraday management by improving models and
weather forecasts to strengthen sourcing-related
risk management
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Nuclear power
Average availability for Vattenfall's nuclear power was
80.5 per cent (83.6). The repairs of the pressuriser at
Ringhals’ Reactor 4 that began in 2022 was finalised in
the spring of 2023. Forsmark suffered generator prob-
lems during 2023, and the total produced energy at
Forsmark was 24.3 TWh, down by 12 TWh from 2022
which was a record year. Overall, nuclear power gen-
eration decreased by 2.2 TWh, totalling 37.4 TWh.
The Swedish Nuclear Fuel and Waste Management
Company (SKB) has signed a collaboration agreement
with Skanska for expanding the existing final reposi-
tory for short-lived radioactive waste in Forsmark. SKB
has also been granted an environmental licence to
increase the quantity of spent nuclear fuel in the Clab
interim storage facility from 8,000 tonnes to 11,000
tonnes. The Radiation authority SSM has accepted an
increase above 8,000 tonnes, taking the licensing
process under the Swedish Nuclear Activities Act to
the next step.

Strengthen Guarantees of Origin & low-carbon
gases sourcing, as needed in each Vattenfall core
country

Grow contracting of third-party flexibility, while also
increasing support for investments in new flexible
Vattenfall assets

Follow-up on open actions and improvements
identified during the health and safety reviews.

Vattenfall is pursuing new nuclear and is preparing
applications for new nuclear reactors in connection
with the Ringhals nuclear power plant, see further on
page 26.

Decommissioning and dismantling operations in
both Sweden and Germany are progressing.

Markets

Balancing market, credit, and liquidity risks remains

a top priority. Imbalance costs from renewables and
power sourcing have increased, and the energy mar-
ket’s need for flexibility as well as the value of flexibility
have become more important. Therefore, activities to
contract third-party flexibility have been scaled up. We
see our provision of cPPAs to industrial customers as
crucial in delivering fossil-free energy.

Key data

2023 2022
Net sales (SEK million) 207,510 205,788
External net sales (SEK million) 37,760 28,193
Underlying operating profit! (SEK million) 3,075 14,3322
Electricity generation (TWh) 735 80.1
Sales of electricity (TWh) 113 156
- of which, resellers 9.4 138
- of which, business customers 1.9 1.8
Gas sales (TWh) 04 09
Number of employees, (FTE3) 7474 7,219

1 Operating profit excluding items affecting comparability.

2 The value has been adjusted compared with information previously published in
Vattenfall's financial reports, see note 1 Accounting policies, risks and uncertainties

3 Full time equivalents

Financial results 2023

Net sales increased by 1 per cent. Underlying
operating profit decreased significantly
mainly attributed to a negative price effect
from continental hedges, lower prices in the
Nordics as well as lower production volumes.
Vattenfall's Nordic hedges had an offsetting
effect and resulted in higher achieved prices
in the Nordics. Lower production volumes
from hydro power as well as a decrease in
nuclear availability mainly due to a delayed
restart of Ringhals 4 and an outage at
Forsmark 2 had an additional negative
impact. A higher realised trading result had

a countering effect.
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Operations

Vattenfall is one of the pioneers of wind power in Europe, both
on- and offshore. We operate a portfolio of more than 1,428 wind
turbines with a total operated capacity of 5.4 GW across five
countries. In 2023, we also continued to expand our efforts
within large-scale solar photovoltaic (PV), mainly in Germany
and the Netherlands, as well as battery storage solutions.

Business environment

During 2023, the sector has been impacted by continued
turbulence and uncertainty in both the financial and energy
markets. At the same time, global drive towards full decarboni-
sation and energy independence is increasing and thus the
need for new wind and solar power assets - which are the
cheapest new-built power sources’ - has increased even further
in 2023. Both wind and solar power are expected to see strong
double-digit growth in Vattenfall's markets by 2030 and beyond.
Additionally, battery storage solutions, which are often co-located
with wind and solar assets, are seeing high interest and growth,
driven by the electricity price volatility and grid constraints
across Europe. This industry growth has led to intensified
competition between both new and established renewables
players and to supply chain bottlenecks, which are putting
project delivery under pressure.

1 Bloomberg New Energy Finance, H12022 LCOE Update.

HKZ inaugurated with nature-inclusive design

Strategy and targets

In order to remain a leader in the energy transition, Vattenfall
focuses on developing, constructing, and operating on- and
offshore wind farms, large-scale solar PV, and co-located bat-
tery storage. At year-end 2023, Vattenfall had 2.3 GW renew-
able capacity under construction and an operated capacity
of 5.4 GW.We aim to further strengthen our project pipeline
across all our renewable energy technologies while managing
increasing risk levels cautiously.

We continue to focus on forging partnerships with industrial
off-takers of renewable electricity to support them in their
decarbonisation endeavours as well as to stabilise revenues for
our renewables projects and make them bankable. We seek to
be a frontrunner in sustainability to accelerate fossil freedom
with the power of renewables and facilitate co-existence of
renewable energy development with society and a rich natural
environment. We continue to focus on reducing greenhouse
gas emissions, increasing circularity, working with suppliers to
sustainably source goods and services, protecting biodiversity,
and fostering social sustainability. As a majority of our wind
operations’ carbon footprint comes from its materials, Vattenfall
is committed to procuring low carbon steel and concrete with
tangible targets with partners in the First Movers Coalition and
SteelZero Initiative, respectively.

Furthermore, in March, Vattenfall signed the Dutch Renew-
able Energy Agreement on International Responsible Business
Conduct (IRBC) committing to make value chains in the renew-
able energy sector more sustainable (see page 81).

Hollandse Kust Zuid (HKZ) was inaugurated in September 2023 and is expected to be fully operational in 2024.
The wind farm is located in the North Sea, 18-36 kilometres off the Dutch coast, and its 139 turbines have a total
capacity of 1.5 GW. Besides adding much needed fossil-free electricity capacity, HKZ has taken biodiversity to
heart and implemented circular economy principles. In cooperation with the organisation ‘De Rijke Noordzee), 14 ton 17 omashrs
we have introduced nature-inclusive design measures and will monitor the impact during the operating phase.

Some of the measures include water replenishment holes in the foundations and artificial rock reefs. Each of @
these measures actively allow biodiversity to thrive. Furthermore, three turbines are fitted with recently devel-

oped recyclable blades that are easier to disassemble and enhance reuse of the raw materials.
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04 Operating segments

Developmentsin 2023

Offshore wind

The Hollandse Kust Zuid (1.5 GW) installation was real-
ised. Read more about the details above (page 42).In
Germany, we exercised our option to develop Nordlicht I
(630 MW), adding to our confirmed Nordlicht | project
(980 MW). The Danish Vesterhav projects (344 MW)
are equally well underway, maintaining our strong
focus on the local wildlife impact. In our Danish Kriegers
Flak wind farm, a sustainable solution for aquaculture
is being tested, and in Denmark, Vattenfall supports a
nature-based solution to coastal protection with ben-
efits for biodiversity. In Sweden, development of the
Swedish West Coast projects continues. In the UK,
Vattenfall has divested the Norfolk Offshore Wind
Zone to RWE. The agreement with RWE is the best
way forward for Vattenfall and the Norfolk projects.
Vattenfall remains committed to the UK, for example,
the 798 MW Muir Mhor floating offshore wind farm in
development with JV partner Fred.Olsen Seawind.

Onshore wind

During 2023, several onshore projects moved forward,
seeing the inauguration of Gronhult in Sweden and
South Kyle in the UK. Final investment decisions for
the Bruzaholm (138 MW) and Velinga (67 MW) pro-
jects were taken and construction is ongoing. For
Bruzaholm, we included sustainability measures on

Planned activities

e Encourage more industry partnerships to support
decarbonisation beyond our own sector

e Collaborate with suppliers to alleviate supply-chain
bottlenecks

¢ Apply and further develop minimum sustainability
requirements and award criteria for major procure-
ment tenders

e Continue maturing our health and safety practices
through workshops and information campaigns to
ensure physical and psychological safety on site
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the Balance of Plant contract, including low-CO2 con-
crete and biodiesel for all site machinery. Dutch Wind-
plan Blauw (132 MW) and A16 (34 MW) are currently
under construction. At the decommissioned project
Eemeerdijk, all wind turbine blades and additional
composite materials from nose cones and nacelles
were sent to recycling, putting us ahead of our waste
recycling targets. Additionally, we made significant
progress in our development portfolio, and secured
irrevocable permits for Clashindarroch Il (UK, 77 MW),
Wolfsberg (DE, 16 MW), Vargtrask (SE, 84 MW), and
Stormyrberget (SE, 250 MW).

Large-scale solar PV and batteries

In 2023, the development of our large-scale solar PV
and battery storage pipeline continued. Furthermore,
we initiated our first agrivoltaic pilot, an innovative
combination of solar PV with agriculture to optimise
land usage, in the Netherlands. Simultaneously, con-
struction started for the three Dutch solar projects
Echteld (12.8 MWp), Goirle (14.5 MWp), and Sas van
Gent (19 MWp). In Sweden, the construction of two
large battery projects has been initiated at Hjuleberg
(30 MW) and Hoge Vag (25 MW) wind farms. In
Germany, construction of the 76 MW agri-PV project
Tutzpatz has started.

1 Balance of Plant (BoP) refers to all supporting components and auxiliary systems
needed to deliver the energy, other than the generating unit itself.

Work towards Vattenfall's Supplier CO2 Emission
Reduction (SCORE) target to reduce emissions from
supplier goods and services by 50 per cent
between 2020 and 2030 (see page 57)

Continue to increase knowledge around the
environmental impacts of our wind and solar farms
within our Environmental R&D programme and take
mitigating actions and steps to enhance biodiver-
sity and co-use.

Key data

2023 2022
Net sales (SEK million) 25,373 29,109
External net sales (SEK million) 8,637 4,308
Underlying operating profit! (SEK million) 6,544 16,479
Electricity generation - wind power (TWh) 138 12.2
Number of employees, (FTE2) 1,708 1521

1 Operating profit excluding items affecting comparability.
2 Fulltime equivalents.

Financial results 2023

Net sales decreased by 13 per cent com-
pared to 2022. Underlying operating profit
decreased by 60 per cent mainly due to
lower electricity prices. Higher personnel
costs, maintenance costs and depreciation
mostly related to new assets had an addi-
tional negative impact. Positive effects
came from the newly inaugurated offshore
wind farm Hollandse Kust Zuid that also
accounts for the majority of the increased
electricity generation which rose by 12

per cent.
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Operations

Operating segment Distribution consists of regulated electricity
distribution operations in Sweden and in the UK as well as offer-
ings in the unregulated Power-as-a-Service (PaaS). It is primarily
aregulated business supervised by national regulators.

In Sweden, Vattenfall owns and operates around 139,000 km
of electricity grids and has approximately one million business
and private customers. Vattenfall is the largest owner and oper-
ator of regional grids and one of the three largest owners of local
grids. In the UK, Vattenfall is one of 16 licensed Independent
Distribution Network Operators (IDNOs) that develop and own
local grids. The PaaS offering enables electrification of the
industry and heavy transport sectors by acquiring, building,
owning, and operating electrical infrastructure tailored for each
customer.

Business environment

Electricity grids are more important than ever. Latest forecast
suggest that Swedish electricity demand will more than double
by 2045 - from around 140 TWh in 2020 to about 330 TWh

by 2045'. The increase in demand is primarily driven by the
industry and transportation sectors’ need for decarbonisation.
Simultaneously, renewable electricity production, which needs
to be connected to the grid, is forecasted to be at least double
by 20302 Major parts of the regional electricity grid were built in
the 1960s-70s, and large investments are therefore needed for
arobust and reliable distribution of electricity.

Arholma Microgrid

Vattenfall Eldistribution secures the electricity supply on Arholma in the Stockholm archipelago through
alocal energy system (a so-called microgrid) with new smart technology, energy storage, and solar cells.

The microgrid is a local, small-scale energy system with smart control of local electricity production via solar
cells and energy storage with batteries. The project allows for easier integration of decentralised renewable
energy sources and complement the more conventional energy supply approaches. Consequently, the micro
grid should improve the security of supply, voltage quality, and reliability while being faster and cost-efficient

Our market context is becoming more complex and uncertain
as demands and expectations from both customers and soci-
ety are increasing in areas such as quality of delivery, lead times
of network connections, sustainability, climate adaptation, data
security, resilience, and increased expectations on infrastruc-
ture not being visible in the landscape.

Strategy and targets

The 2022 energy crisis has made it even more evident that a
robust and cost-efficient grid is a prerequisite for the energy
transition. We aim to enable distribution of twice as much elec-
tricity in our grid by 2030 with 99.99 per cent continuity of sup-
ply. To accelerate the expansion and renew the electricity grid, it
is important to have long-term and stable market prerequisites,
and we are working on alleviating bottlenecks such as regula-
tions, permitting processes, and our access to contractors.

Our strategy is deeply rooted in the sustainability agenda,
focusing on biodiversity, reducing CO2 emissions in our supply
chain, and ensuring the health and safety of our contractors,
and employees. How we do business and use our resources is
just as important as what we do to improve our sustainability
performance. Thus, we are committed to contributing to a just
energy transition that works for people, society, and the environ-
ment. We are focusing on implementing new innovative solu-
tions and services, such as flexible grid solutions and digital
customer interfaces. At the same time, we strive to develop our
existing assets and develop our relationships with customers,
stakeholders, and suppliers.

1 Energiforetagen Sverige, Sveriges elbehov 2045 (2023).
2 Energimyndigheten, Scenarier 6ver Sveriges energisystem 2020 (2021).
3 Scenario Elektrifiering Fardplan 2040, Svensk Vindenergi, (2021).

for the grid customers on Arholma. The project provides an example of how smart technology in electricity

distribution can facilitate the energy transition and fossil freedom.
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Developmentsin 2023

The number of connection requests for new housing
to the local grid has decreased during the year,
although the total number of connection requests are
at same levels as 2022 based on high inflow to con-
nect solar panels. During 2023 Vattenfall Eldistribution
connected more than 18,000 solar PV installations to
the grid, which is twice as much as in 2022. Connec-
tion requests to the regional grid (consumption and
generation included) has increased significantly with
an exponential growth during the last few years. The
number of connection request for 2023 stayed at
nearly the same level as previous year, at the same
time the total capacity of the connections requested
for generation doubled.

The legal proceedings regarding the electricity grid
companies’ revenue frames for 2024-2027 have con-
tinued during the year. The Energy Market Inspector-

Planned activities

e Major investments of in average SEK 8-10 billion per
year until 2030 in regional and local grids to meet
high growth in electricity demand, connect new
customers, and increase quality of delivery

e Advance solutions for more efficient grid usage
including new types of grid tariffs, load steering to
avoid high peaks, and roll-out of new smart meters
for customers in Sweden

¢ Reduce emissions from supplier goods and ser-
vices by 50 per cent by 2030 in accordance with
Vattenfall's supplier CO2 Emission Reduction target
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ate recently decided on a model for revenue frame-
works for the period 2024-27. The model is based on
a capacity preservation approach and applies a
weighted average cost of capital (WACC) with a long-
term perspective. The WACC for 2024-27 is set at
4.53 per cent (real before tax). The move to a more
long-term perspective is positive.

PaaS is an established business model in Sweden
and under development in Netherlands and Denmark.
In 2023, we have signed several PaaS contracts, such
as Cinis Fertilizer in northern Sweden and electrifica-
tion of canal boats for Strommma in Amsterdam. Our
IDNO business in the UK have now signed more than
90 contracts.

To improve sustainability performance in our supply
chain we have implemented sustainability criteria for
suppliers’ bidding in our larger tenders.

Continue to test new environmentally beneficial
technologies and ways of working such as testing of
new switchgears on high-voltage level with CO>2
reducing potential and implementing biodiversity
enhancement measures in substations

Expand the IDNO business in the UK and the PaaS
offerings in Sweden, Netherlands, and Denmark.

Key data

2023 2022
Net sales (SEK million) 11,139 12,497
External net sales (SEK million) 10,445 11,733
Underlying operating profit! (SEK million) 1,526 2,070
Investments (SEK million) 6,861 5525
SAIDI2 132 157
SAIFI3 1.9 21
Number of employees, (FTE4) 1,606 1,340

1 Operating profit excluding items affecting comparability.

2 SAIDI: System Average Interruption Duration Index. Refers to Sweden.

3 SAIFI: System Average Interruption Frequency Index. Refers to Sweden.

4 Fulltime equivalents.

Financial results 2023

Net sales decreased by 11 per cent com-
pared with 2022. The underlying operating
profit decreased by 26 per cent,due to a
temporary reduction of the electricity grid
tariff during 1 July-31 December 2023, as
well as higher personnel costs, maintenance
costs and depreciation as a result of growth.
This was counteracted by extraordinary
high costs for the transmission network
during 2022.
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Bristol

Bristol Heat
Network -local
heat and benefits
forlocal people

Vattenfall is working with Bristol City Leap, a Bristol City
Council and Ameresco joint venture, to develop a citywide
heat network to help decarbonise the city.

It has been six years since Vattenfall entered this figure will need to rise to 18 per cent for
the UK district heating market. Momentum the UK to reach net zero by 2050.
grew and through partnerships with local Bristol in the south west of England was
authorities and developers, Vattenfall is now the first UK city to declare a climate emer-
building heat networks in three cities, Lon- gency, setting the ambitious target of
don, Edinburgh, and Bristol. Expertise from becoming carbon neutral by 2030. To meet
colleagues in continental Europe has been the target, the city needed an energy partner
invaluable to this success. and in early 2023, Bristol City Council

In the UK, just 2 per cent of heating launched Bristol City Leap, a world-first city
demand is supplied by heat networks, and partnership to bring in GBP 1 billion of invest-
the Climate Change Committee states that ment to decarbonise the city.

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023 46



04 Operating segments

The right low carbon solutions for the right properties
Vattenfall is working with Bristol City Leap, a joint
venture between Bristol City Council and renewable
energy and energy efficiency company, Ameresco.

In the partnership, Vattenfall is engaging in multiple
initiatives aimed at accelerating fossil-free energy
investment in Bristol and helping towards decarbonis-
ing the city. Working with customers, the involved
organisations will collaborate to tackle both energy
efficiency and the heat decarbonisation of buildings.
This is done by assessing and rolling out the right low
carbon solutions for the right properties, such as
energy efficiency measures and of course district
heating.

“Vattenfall's role in the partnership is to make district
heating happen in Bristol,” says Jenny Curtis, Manag-
ing Director at Vattenfall Heat UK. As part of Bristol City
Leap, Vattenfall acquired the heat networks in opera-
tion and under construction from Bristol City Council.
Vattenfall continues to build on this great work and is
now delivering heat to the equivalent of 5,000 homes.
As part of this, Vattenfall now operates the UK's largest
single harbour water source heat pump at Castle Park
Energy Centre, where water is taken from the nearby
floating harbour to provide heating to local homes and
businesses. Vattenfall plans to expand the city’s exist-
ing heat networks, ultimately linking them to create a
citywide network.

One third of the UK’s emissions come from heating,
and district heating can protect communities against
energy volatility, as well as reduce emissions, improve
air quality, and create local jobs, while providing reli-
able heating.

Local jobs and economic growth

Jenny Curtis could not be prouder, “Bristol City Leap is
expected to contribute an estimated GBP 61 million of
social value, supporting Bristol City Council’s ambi-
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“Our ambition for the UK is to partner
with five to eight cities by 2030, and
Bristol, in the south west of England,

is the blueprint for what’s possible.”
Jenny Curtis, Managing Director for Vattenfall Heat UK

tions for communities to thrive. This includes the
creation of local jobs during the construction of the
heat network, part of an estimated GBP 55 million
worth of contracts delivered by local suppliers.

A GBP 1.5 million Community Energy Fund, funded by
Vattenfall and Ameresco, has also been established for
the development of low carbon energy initiatives. This
includes the opportunity for local organisations to
develop connections or supply heat to the Bristol Heat
Network, which is considered to be a UK first for com-
munity funding and the industry. It's a huge opportu-
nity for the city”

Over the 20 year-long Bristol City Leap term,
Vattenfall will expand the Bristol Heat Network to
deliver heating to homes and businesses across the
city. This work will deliver jobs and economic growth,
stimulating the development of a specialist local sup-
ply chain, with skills that will enable it to support heat
network installation. Taking care of local communities
isimportant when installing infrastructure, and we are
working with key stakeholders to minimise the disrup-
tion to residents. Combining the installation of heat
pipes with other developments, like planned road
works, is one way to achieve this.

Future-proofing cities

District heating is future-proofing cities like Bristol by
providing heating and hot water to local people, using
local sources of heat that can be utilised as they become
available. The low carbon heating industry continues to
raise awareness and give information about the options.

Bristol Heat
Network

Existing Heat Network Expansion

New Heat Network Development

Spike Island

Ashton Gate

Frome Gateway

City Centre

Old Market

Redcliffe

Temple

Bedminster

Over the 20 year-long Bristol City Leap term, Vattenfall will expand the Bristol Heat Network to

deliver heating to homes and businesses across the city.

With district heating there is a lack of understanding and
an element of behaviour change is needed, as the UK is
not used to shared heating solutions.

“The UK is far behind continental Europe in the
implementation of low carbon heating initiatives,” says
Jenny Curtis. There is a lack of guidance for home and
business owners in the UK when considering their

options. This is why the UK government plans to imple-
ment zoning, a collaboration of central and local gov-
ernment, industry, and local stakeholders, aiming to
accelerate heat network roll-out. This initiative will
identify and designate areas as heat network zones,
where these are the best solution to offer low carbon
heating to the consumer.
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SUSTAINA

Vattenfall is workin g to enable the fossil freedom that
drives society forw e are committed to respecting
the environment and human rights throughout our value
chain, from our suppliers tc customers and the

local communities we serve.
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05 Sustainability

Sustainability is the business

At Vattenfall, one of our core beliefs is that sustainability is the business. It is a fundamental
and fully integrated part of our operations and strategy.

Our sustainability efforts at a glance
“Sustainability is the business” means our business
areas are directly responsible for their sustainability
performance and are therefore required to consider
material social and environmental topics in their
respective strategies and business plans (see

page 35). These are then compiled at Group level,
where our most important social targets (employee
engagement and Lost-Time Injury Frequency rate)
and an environmental target (CO2 emissions)

are given equal weight to the financial targets

(see page 18).

Vattenfall is working for fossil freedom: we are
committed to building a future where everyone can
choose fossil-free ways to move, make and live. We
recognise the importance of continuously pushing
for positive impact in areas that are most material
from a financial, and sustainability perspective.

The table on the right provides an overview of

topics which are covered in the sustainability section.
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Type of disclosure

©

General

o9

Environment
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Social

P
111

Governance

Description

Topics

Highlights in 2023

Vattenfall's general contributions
and interactions with its
surroundings.

e Total value creation

e SDGs

e Stakeholder engagement
¢ Materiality.

SEK 34.3 billion
total value created.

Vattenfall's decarbonisation
journey and environmental
stewardship where it operates.

¢ Climate Change
¢ Biodiversity and ecosystems
e Water

e Resource use and circular
economy.

Reduced absolute Scope 1+2
emissions by 17% compared

Vattenfall's efforts to maintain
focus on the human perspective
during the energy transition.

e Human rights

¢ Integrity and compliance
e Sustainable supply chains
¢ Diversity and Inclusion.

1,643 managers and
other relevant employees

Vattenfall's efforts to operate with
integrity and foster a world-class
work environment.

e Compensation, training
and development

¢ Real estate and facility
management

¢ Health and safety
e Tax.

Lost Time Injury
Frequency reduced to 1.5

to 2022 and 15.3 Mt of COze attended integrity training. from 2.1in 2019.
since 2017.
Read more Pages 50-55 Pages 56-65 Pages 66-74 Pages 75-80
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Total value creation

Vattenfall strives to create value for society and the environment by working

for fossil freedom that drives society forward. In our model for total value creation,
we attempt to quantify, in monetary terms, our impacts - both positive and
negative - from economic, social, and environmental perspectives.

Translating different forms of value into financial terms
is complex and comes with a high level of uncertainty.
The figures should therefore be seen as indicative
rather than definite. Vattenfall regularly reviews and
updates the approach as new and better tools are
developed (see page 173 for the methodology). For
example, we have introduced “experimental” catego-
ries for transparency and completeness purposes;
however, the methods to measure the value being
created or lost is stillimmature and thus unreliable to
be fully included. Understanding where and how we
create value is instrumental for improving our decision-
making and shaping our strategy moving forward. In
2023, Vattenfall’'s estimated total value creation was
SEK 34.3 billion and, if including “experimental”
categories, that figure would reduce to SEK 18.9 billion.

Mixed signals

Compared to 2022, this year saw environmental
losses reduce by SEK 2.2 billion and social value
increase by SEK 3 billion despite economic value fall-
ing by SEK 7.5 billion. The economic hurdles of 2023
impacted Vattenfall’s profit significantly (see page 8),
overshadowing our gains on the environmental front
due to a further reduction of Scope 1and 2 CO2 emis-
sions. Similarly, more social value was created by
spending more on personnel this year.
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Areas of improvement
Vattenfall strives to provide a transparent reflection of
our sustainable business practices and the value it
creates for the business, society and the environment.
The variables in Economic, Social, and Environmental
value categories are complete, reliable, and paint a
balanced picture. However, like any model, the total
value creation model has limitations. For example, we
know our positive impact extends beyond these vari-
ables by, for example, investing in distribution (see
page 45); our ambition to have a net-positive impact
on biodiversity by 2030 (page 59), and our human
rights action plan (page 66). These efforts are not yet
included in our social and environmental value crea-
tion categories and we will continue to look for reliable
and complete data to base our calculations on.
Nevertheless, we do have variables for which there
is some data available and there is a reasonable under-
standing of the impacts such as Scope 3 emission and
Land-use. These variables are categorised as experi-
mental to signal that they are not fully complete or the
method to which the value was calculated is stillimma-
ture. Vattenfall believes that sharing the most important
sustainability information transparently is essential to
drive society towards fossil freedom and this is why we
include these experimental variables eventhough they
are subject to change and will be improved.

Value creation

SEK million
50,000
A -988
22,899 v 220
v
40,000 A -577 -14,959
2,741 v 34,258 v
30,000
A -445
5501 | v
20,000
2,256
103°5 .
10,000
Profit for Removing Taxes Personnel  Accidents CO2 Payed for CO2z Other Net value Scope 3 Land use
the year Temporary cost and fatalities emissions allowances emissions
accounting

effects

. Economic value

Vattenfall's SEK 10.4 billion profit does not accurately reflect
the economic value created as it includes large temporary
accounting effects attributable to the realisation and valua-
tion of electricity and fuel contracts that have been entered
into in previous years. Hence these effects have been
removed bringing the total economic value to SEK 12.7 billion.

. Social value

We strive to identify our impacts on people and society,
although much of the social value we create - investments

in community improvements - and the costs we cause -
impacts on people’s health and human rights - can be difficult
to quantify. We have included taxes, wages, and costs related
to employee or contractor accidents. Health costs associated
with non-CO2 emissions are included in the “Other emissions”
category in the environmental section. Our estimated social
value creation is SEK 27.4 billion.

. Environmental value

As Vattenfall decarbonises on the road to net zero, the costs
associated with our CO2 and other emissions will decrease

at the same rate. The effects of our efforts will be gradual. We
place great focus on our full value chain and have set science-
based targets to ensure continuous and meaningful climate
action (read more on pages 56-58). However, we also pay for
our CO2 allowance in accordance with the EU ETS. Our esti-
mated environmental value loss is SEK 5.8 billion.

D Experimental values

To expand coverage of our impacts, we have also gathered
metrics such as CO2 emissions from our supply chain (Scope
3) and estimated costs from land use and biodiversity based
on standard restoration costs (based on Vattenfall's Global
Biodiversity Score analysis 2020). Our estimated value loss
from these variables is SEK 15.4 billion.
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UN Sustainable

Development Goals

Vattenfall's activities contribute to the achievement of the UN’s Sustainable Development
Goals (SDGs), a collection of 17 global goals adopted in 2015 by more than 150 countries.

Vattenfall’s contribution

to the UN Sustainable
Development Goals

Vattenfall contributes to all 17 goals
to varying degrees. Our impacts on
and contributions to all the goals
are important. Here, however, we
have grouped the goals to show
where we contribute at a global
level through our strategy; where
we contribute locally through our
ways of working; and where we
contribute indirectly through

our actions.

ﬁ‘“
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THE GLOBAL GOALS

For Sustainable Development
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Global

Local

Indirect

Strategic SDGs with global impact
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Vattenfall contributes to the goals through its commercial operations.
Contributions to these goals have global impacts and are the result of
implementing our strategy, in particular with respect to climate change
and consequences for the energy system.

Responsible operations SDGs with local impact

3 Sovitame [l B ki 6 Sosumnor [l 8 Ehoucson [ 10 Neviies
e

—/\,\/\v @' E 4 =»
S

Vattenfall contributes to the goals through its ways of working.

Our responsible operations contribute locally, in the form of e.g, health and
safety or internal diversity standards, or by implementing local biodiversity
projects at our sites, where we operate.

Responsible supply chain SDGs with indirect impact

4
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Vattenfall contributes to the goals through its engagement and influence
in the value chain on suppliers and partners. By engaging with suppliers
and partners who meet our social and environmental standards, we ensure
that they make positive contributions to the goals that are most relevant for

developing countries.
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In 2016, we identified the six SDGs that are most relevant for Vattenfall and where we can have the most mean-
ingful global impact. These remain valid internally, as reflected in our strategy, as well as for our stakeholders, as
confirmed by our materiality analysis (see page 53 for more information). Examples of our contributions to the

most relevant sub-targets of the six goals are described below:

SDG

TARGET

TARGET 131

ENCOURAGE EFFECTIVE
PARTNERSHIPS

Sub-target

7.2 Substantially increase the share
of renewable energy in the global
energy mix by 2030.

9.4 Upgrade infrastructure and
retrofit industries to make them
sustainable by 2030.

11.6 Reduce the adverse
environmental impact of cities
by 2030.

12.2 Achieve the sustainable
management and efficient use of
natural resources by 2030.

12.5 Substantially reduce waste
generation through prevention,
reduction, recycling and reuse
by 2030.

13.1 Strengthen resilience and
adaptive capacity in relation to
climate-related hazards and natural
disasters.

1717 Encourage and promote
effective public, public-private and
civil society partnerships, building
on the experience and resourcing
strategies of partnerships.

Summary of our impact

Vattenfall has continued to grow and develop its fossil free
energy pipeline that span various renewable energy sources
and technologies, such as wind farms, solar parks, and battery
storage. Currently, Vattenfall operates 5.4 GW of capacity in
wind and solar power.

Vattenfall has developed and maintained energy infrastructure
for years. Hence, sustainable retrofitting activities, such as
those in our heat operations in Berlin or upgrades, like those in
our hydro operations, are core to our business.

We operate 51,000 charging points, install heat pumps in
homes, and develop microgrids for communities to enable the
decarbonisation of cities and their surroundings.

Vattenfall strives to maximise the value of resources in its value
chain, such as using excess heat from various third parties for
local heating networks or recycling or repurposing old wind
turbine blades.

More than 95 per cent of residual products from our combustion
plants are sold for re-use mainly to the construction industry.

Climate risks are part of our Enterprise Risk Management
(ERM). Examples of climate adaptation measures include
strengthening our hydro power dams and weatherproofing our
grid infrastructure against anticipated future climate risks.

Together with a plethora of academia, public, and private part-
ners, Vattenfall has magnified its impact. From creating interna-
tional responsible business conduct agreements to evaluating
the feasibility of new nuclear power, these partnerships drive
society forward.
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Materiality

Vattenfall diligently monitors, assesses, and reports on material topics on which our
business has significant impact or which significantly impact our business. The results
help us shape our strategic focus areas to ensure that we meet the expectations of our
stakeholders in the future. In 2023, Vattenfall has updated its approach to determining
materiality and reporting to better align with the EU Corporate Sustainability Reporting
Directive (CSRD).
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Determining materiality
1. Process:
In contrast to the 2022 materiality assessment in
which we collected over 4000 survey responses and
conducted approximately 60 internal and external
interviews across ten different stakeholder groups
and in nine countries, the 2023 process was based
on quantitative and qualitative internal expert assess-
ments. Experts first individually assessed the impact
and financial materiality of the topics, sub-topics, and
sub-sub-topics (hereafter, “topics”) from the European
Sustainability Reporting Standards (ESRS) on which
they have expertise. The experts then gathered in
groups, one for the environmental topics, one for the
social and governance topics, to perform a calibration.
Finally, the environmental, social, and governance top-
ics were discussed by the experts, business, risk, and
finance representatives, as well as senior manage-
ment, to perform a final calibration and validation.
Across all phases of the process, results were
checked against a number of key internal documents,
including the 2022 materiality assessment, the human
rights assessment and action plan, as well as the
environmental action plan. Deviations or unexpected
results were explicitly discussed.

2. Assessment criteria:

Vattenfall applied a double materiality assessment
inspired by CSRD principles. We were able to system-
atically assess the extent to which the company
impacts these topics (referred to as impact materiality)
and the extent to which these topics could impact the
company’s financial performance (referred to as finan-
cial materiality).

a. Assess impact materiality
Topics are evaluated on the following dimensions:
scale, scope, irremediability, taking into account
risks and opportunities.

b. Asses financial materiality
Topics are evaluated on their propensity to impact
both positively and negatively the six capitals (i.e.
financial, manufacturing, natural, human, intellectual,
and social and relationship) as well as the extent to
which the topic has already presented arisk or
opportunity today.

3. Outcomes:
Six topics were deemed to be material: Climate change,
Biodiversity and ecosystems, Circular economy,
Health and safety, Workers in the value chain, and
Rights of indigenous peoples. Of those, climate
change has been consistently amongst the most
material topics over the past few iterations, while the
others have not been consistently “material” according
to the previous methodology but have often been
highlighted as upcoming topics or hygiene factors.
Renewable energy and affordable energy no longer
appear as separate topics; this is due to the structure
and topics of the ESRS - these topics are incorporated
in other material or disclosure-worthy topics such as
Climate change, and Human rights - and the applica-
tion of the new assessment criteria. Considering all
these changes, Vattenfall believes that these material
topics are well aligned with its mission to enable fossil
freedom that drives society forward.
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Impact table

Material Topic

Impact materiality

Financial materiality

Impact prevention and mitigation activities see pages 85-91

Climate change
See pages 56-58

Biodiversity and
ecosystems

See pages 59-60

Circular economy
See pages 63-65

Health and Safety
(own workers)

See pages 78-79

Workers in the
value chain

See pages 68-72

Rights of

indigenous peoples
See pages 54, 66-67

The majority of operational emissions are related to the use of fossil
fuels in district heating. Within our value chain, our main emission
drivers are those relating to fossil gas sold to end consumers, and
extraction and production of fuels and materials which we use in our
operations.

We impact biodiversity and ecosystems, particularly during the
construction of new assets and operation of the existing ones, for
example around our power line corridors. There are impacts on
biodiversity associated with our value chain, for example fuel and
material extraction.

Using primary and critical materials creates pressure on the environ-
ment. We use a significant amount of fuels in our combustion and
nuclear power plants and utilise other materials for construction of
new assets. Hazardous and radioactive waste is generated at our
combustion and nuclear power plants.

Workers put themselves at risk to physical harm, every day to work
towards fossil freedom. The H&S culture of a company determines
the workers’ safety in activities from performing maintenance on

power lines to constructing wind farms to carrying out office work.

The purchasing choices and practices, we uphold in our value chain,
have an impact on the lives of the people who work within them.
Responsible business conduct in the value chain is crucial to main-
tain safe, healthy, and equitable working conditions.

Our operations and new projects in northern Sweden potentially
have impacts on indigenous people and reindeer husbandry. The
main activities that can have negative impacts are hydro power,
wind power and distribution of electricity.

Climate change can have a significant impact on Vattenfall's business.
It poses physical risks to the integrity of hydro power dams, critical
nuclear functions, combustion plants and network infrastructure.
Other important risks include stricter regulations, bottlenecks impact-
ing permitting for growth areas, and supply chain issues.

Not addressing negative impacts on biodiversity and ecosystems
would expose Vattenfall to legal, financial and reputational risks.
Biodiversity-related requirements are already part of the permitting
processes for new assets.

Improper sourcing and waste management can result in financial,
legal, and reputational risks. There is a risk associated with the supply
of critical materials needed for the energy transition. Furthermore,
increasing legal requirements could raise costs of decommissioning
activities.

A poor health and safety culture would expose Vattenfall to range
of risk detrimental to the company’s performance including but not
limited to legal liability claims, fines, reputational risks, and worker
productivity.

If we do not ensure compliance with labour laws, respect of human
rights nor work to prevent and mitigate against human harm in our
value chain, we risk severe regulatory and reputational damage.
Furthermore, it may disrupt supply chains causing project delays.

Permitting of new and existing activities in areas where indigenous
people live and act, will need to take their legitimate needs and rights
into account. That means that activities might be subject to restric-
tions or not be possible in certain areas.

Vattenfall has set targets to achieve net-zero emissions in its full value
chain by 2040 and is working to reduce the carbon footprint of its
operations and across its value chain. While transforming our opera-
tions, we help society to transform to fossil freedom.

Vattenfall strives to integrate a net positive impact on biodiversity way
of working by 2030. By implementing a broad range of biodiversity
enhancing measures, both at existing sites and in new builds, we
contribute to maintaining a healthy ecosystem and a living planet.

We consider the full life cycle and transform our operations to become
more circular. We have set a target to fully recycle wind turbine blades
by 2030, and we are reusing waste heat from partners in our heat
grids.

Vattenfall strives for a world-class health and safety culture and has
integrated LTIF as a strategic target metric for the group to ensure
continuous measurement, and improvement.

Vattenfall has a sustainable supply chain roadmap to ensure
compliance with labour laws from our tier-one suppliers and partners,
and it works to go beyond, driving progress in five focus areas: COo,
Circularity, High-risk minerals, Human Rights, and Health and safety.

We strive to maintain good knowledge of the challenges of reindeer
husbandry and to maintain a good dialogue with affected indigenous
people. We follow current research and cooperate with others to
minimise negative consequences of our activities.

Disclosure-worthy topics: Stakeholder engagement (p. 54), Water (p. 61), Human rights (p. 66), Diversity and inclusion (p. 73), Compensation, training and development (p. 75), Real estate and facility management (p. 77), and Tax (p. 80).
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Stakeholder engagement

Understanding, responding to, and being able to balance the varied views, interests
and priorities of stakeholders is an important part of Vattenfall’s role in society.
Stakeholder engagement is of paramount importance, as it exemplifies Vattenfall's
commitment to operate responsibly, ensuring our capacity to further enable a

transition to fossil freedom.

Stakeholder group Examples of how we engage

Employees * Surveys
e Workers councils

¢ Training and development

Customers e Customer support processes
e Consumer panels
e B2B events

Local communities e Community engagement meetings
e Open door events
e Community benefit funds
¢ Round-table discussions

Suppliers and partners e Annual supplier summit
e Supplier dialogues

Industry peers e Industry coalitions and partnerships
e Memberships in trade associations

Investors ¢ Industry events
¢ Annual capital markets day
¢ Questionnaires

Policy makers and regulators ¢ Open dialogue with policy makers
¢ Open consultations

¢ Proactive outreach

Non-governmental and ¢ Dialogues and meetings
international organisations

Academic institutions * Research partnerships
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Ambitions, targets and key metrics
At present, we do not have a specific target or key
metric for stakeholder engagement as it is dependent
on the context and the needs of the stakeholders.
Nonetheless, we are constantly exploring the possibil-
ity of finding a suitable key metric. We give some exam-
ples for each stakeholder group in the table to the left.
Our aim is to empower our stakeholders to feel
engaged and included in the journey to fossil freedom
and to bring value to the communities in which we
operate.

Activities in 2023

Insights gained from engaging with stakeholders
assist us in identifying appropriate solutions and mak-
ing well-informed decisions that maximise our positive
impact and mimise the negative impact. Our approach
to engagement is adaptable and tailored to the unique
requirements of various stakeholders, markets, and
local contexts. Several examples are provided below.

We collaborated with regions and municipalities on
how to accelerate the energy transition. For example,
in Sweden, we are participating in the AGON forum
where representatives from energy-intensive indus-
tries, the municipalities in the region, Svenska Kraftnat,
and Vattenfall work together with focus on shortening
lead times for permits.

We have engaged schools and the younger work-
force via school visits, internships, and apprenticeships.
For example, in the UK, Vattenfall supported Catalyse
Change to offer work experience placement for young
women and non-binary changemakers interested in
exploring career opportunities in the low-carbon and
sustainability sector.
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In the Netherlands, the onshore wind farm Klaverspoor
was put into operation in April, and throughout the
design of the wind farm, Vattenfall placed high priority
on ensuring that, together with surrounding wind pro-
jects, the project benefited the surrounding commu-
nity. Inhabitants receive a yearly contribution to make
their home more sustainable. The project was able to
offer 25 per cent ownership to the Energietransitie-
fonds Brabant that will use this to benefit the energy
transition in the surrounding communities.

Vattenfall supported local organisations around
our assets. For example, we financially supported and
collaborated with the Royal Netherlands Sea Rescue
Institution (KNRM). Vattenfall’s contributions will be
used to make KNRM more sustainable, for example
by investigating the possibility of using electrified
tractors to launch the lifeboats from shore. KNRM and
Vattenfall also plan to organise emergency exercises
and marine safety training together as part of the
collaboration.

Finally we hosted open door events. For example,
in the UK, we hosted more than 500 visitors at our
onshore wind farms - from family fun days to school
visits and open-door weekends. With the youngest
visitor just four years old, the visits gave the chance to
get behind the scenes and ask questions of the teams
involved in maintaining the wind farms.
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Challenges and planned activities

Vattenfall operates in multiple different markets and
business areas. Our stakeholder engagement prac-
tices vary and are flexible to suit the context of our
different activities. However, it is crucial for Vattenfall to
consistently engage with our stakeholders, in particu-
lar local communities affected by our operations, in a
meaningful and inclusive way. We will continue to work
to formalise our stakeholder engagement approach
and explore ways to measure and disclose how we
ensure a just transition for our stakeholders.

Governance

Stakeholder engagement is governed locally to fit the
conditions and context of each market. The Vattenfall
Project Governance Principles, which apply through-
out the Group, serve as a framework to ensure that the
diverse local interests are duly acknowledged, repre-
sented, and catered to in our projects.

Frameworks, partnerships and standards
e UN Guiding Principles on Business and Human Rights
e OECD guidelines for multinational enterprises

Read more

[2 Human Rights Policy

[Z Human rights progress report

[2 Human Rights Action Plan

[2 Society stakeholders - Engagement and dialogue - Vattenfall
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Stakeholder engagementin practice

Boosting employment opportunities and

sourcing locally - Scotland

In June the onshore Vattenfall-developed and -constructed wind
farm South Kyle was inaugurated. The 240 MW wind farm is now
owned by Greencoat UK Wind and operated by Vattenfall. During
the development and construction of the wind farm, Vattenfall
worked closely with stakeholders to make sure that local communi-
ties and the region benefitted from the project, with a particular
focus on maximising job opportunities. Vattenfall did this by, for
example, working with community leaders and local stakeholders to
ensure that details about job opportunities onsite were widely publi-
cised in the area. Vattenfall also partnered with East Ayrshire Council’s
Employment and Skills team and the DWP (UK government
Department for Work and Pensions) to connect job coaches with
Vattenfall's contractors. As a result, 67 per cent of the construction
workforce for the project was local. In addition, 43 million GBP worth
of contracts went to companies based in Southwest Scotland.

[A Read more

Supporting consumers - the Dutch Energy Emergency Fund
After assessing the impact of the high energy prices on vulnerable
households, Vattenfall together with partners, launched an emer-
gency fund in 2022 to support these households. In collaboration
with the founding partners and NGOs Schuldenlab and Geldfit,
we advocated for establishing a comprehensive nationwide emer-
gency fund.

In February 2023, the National emergency fund was officially
launched, endowed with a total funding of over 60 million EUR, with
equal contributions from energy suppliers and the Ministry of Social
Affairs. We directed our customers with payment difficulties towards
the emergency fund, to bridge the financial gap between what a cus-
tomer was obligated to pay and what they could afford. The calcula-
tions were conducted by an independent foundation which exam-
ined the income and energy expenditures. In the course of 2023, our
collection efforts and that of our peers, enabled us to support over
45,000 households in the settlement of their energy bills.

[AA Read more
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https://group.vattenfall.com/siteassets/corporate/who-we-are/sustainability/doc/human-rights-policy-2024.pdf
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Climate Change

At Vattenfall, our goal is to help society break free from its dependency on fossil fuels,

and we are committed to building a future where everyone can choose fossil free ways

to move, make and live. We believe this is the only way in which society can progress.
We commit to being net zero by 2040.

Absolute COze emissions trajectory
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1 Vattenfall is in the process of recalculating the baseline and target levels due to divestment of the Berlin heat business.

2025 2030

2035 2040

Scope 1,2 & 3 excluding Berlin heat operations! = = = Dashed line indicates forecasted values

2 Vattenfall's Scope 1and 2 target of >77% reduction in emissions intensity by 2030 corresponds to around >75% reduction in absolute emissions.
3 Vattenfall's Scope 1and 2 target of >93.5% reduction in emissions intensity by 2040 corresponds to around >90% reduction in absolute emissions.
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Ambitions, targets and key metrics

In our journey towards fossil freedom, we focus on

the climate impacts of our entire value chain - those
associated with our own operations as well as with the
operations of our suppliers and customers. We seek
collaborations to decarbonise fossil-heavy processes
which have an impact beyond our borders.

Our net-zero 2040 target has been approved by the
Science Based Targets Initiative (SBTi), increasing our
ambition further, especially when it comes to Scope 3
emissions. To reach our target, we will have to achieve
a 90 per cent or more reduction in absolute emissions
across our entire value chain, spanning our Scope 1, 2
and 3 emissions, by 2040. We will then neutralise any
remaining emissions with carbon removals (see graph
to the left for our planned target trajectory).

Vattenfall Scope 1 and 2 COze intensity
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Vattenfall’s electricity production from wind and solar
is growing strongly. In addition, hydro and nuclear

will continue to play an important role in the energy
transition by enabling the electrification of society
with fossil-free power. Vattenfall's business and private
customers in Sweden have long benefitted from 100
per cent fossil-free electricity, and they were joined

by private consumers in the Netherlands in 2022. In
Germany, the aim is for all customers to be supplied
with fossil-free electricity by 2030, and for businesses
in the Netherlands by 2035 at the latest.

Further development of solutions such as pumped
hydro, batteries, and storage solutions will enable
more renewable capacity and are needed for a more
flexible energy system.

We commit to reduce scope 1and 2
GHG emissions 77% per kWh by 2030
and 93.5% per kWh by 2040 from a
2017 base year.
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Emissions along the value chainin 2023

Suppliers

Other indirect emissons
M Scope 3

Business travel | 0.011

Capital goods,
purchased goods 1.23
and services

Fuel, energy and
waste related 474
incl. transport

Vattenfall Operations

Direct and indirect emissions
Scope1 M Scope?2

Scope 1

Fuel combusion from
owned or controlled 7.92
sources

Scope 2
Purchased electricity 0.07
heat and steam

Customers

Other direct emissions
B Scope 3

peeofeoproducts _ 898
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Mtonnes COze

Mtonnes COze

Mtonnes COze

Targets 2030

Business travel
Remain under 50% of 2019
emissions

Our suppliers’ emissions

Scope 3: Capital goods, purchased
goods and services: 50% reduction
in emission intensity by 2030 com-
pared to 2020

Targets 2030

Own emissions!

Scope 1and 2: 77% reduction
in emissions intensity by 2030

Sold electricity emissions’
Scope 1and 3 (from all sold
electricity) by 77% per kWh by
2030, and 94% per kWh by 2040

(A
A

Targets

Our customers emissions!
Scope 3: use of sold products
>54% reduction in absolute
emissions by 2030

/

Net zero by 2040

90% or more reduction

in absolute emissions
p—— ~ across the full value chain’

Y
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Suppliers (Scope 3)

Scope 3 emissions are today our
biggest carbon footprint source and
will become even more significant as
we continue to decarbonise our own
operations.

Within our supply chain, our main
emission drivers (Scope 3) are those
relating to electricity sold to end con-
sumers, extraction and production of
fuels which we use in our operations
and sourcing of materials, such as con-
crete and steel, which are primarily used
in the construction and/or maintenance
of our assets. We work together with

Vattenfall Operations (Scope 1and 2)

Vattenfall's Scope 1 emissions mostly
arise from using fossil fuels to produce
heat for our district heating grids, while
our Scope 2 emissions are from the
energy we purchase for our own opera-
tions. In 2023, our total Scope 1and
Scope 2 emissions’ intensity continued
to decrease, declining to 69 gCO2e/
kWh in 2023 from 78 in 2022. This is
below our 2025 target of 86 g CO2e/

Customers (Scope 3)

Our customers’ emissions (so called
“use of sold products”) include the
emissions associated with the use of
fossil gas, which is sold to customers.
A key step of decarbonising this part

of our footprint will be to transition

our customers away from fossil gas to
alternative ways of heating their homes
and businesses and to power industrial
processes. We will increase the avail-

1 The base year for the science-based targets is 2017. For further details on Scope 1,2 and 3 emissions data, please see page 183.

our suppliers to make climate-smart
decisions in the procurement process
and encourage suppliers to disclose
their climate impacts, for example
through the Carbon Disclosure Project
(CDP). Through being a member of the
First Movers Coalition (FMC), we dem-
onstrate our commitment to increasing
the share of emerging technologies
which are critical to the net-zero transi-
tion of our procurement practices.

We continue to assess our activities
from a life cycle perspective and have
conducted a number of large projects

kWh and we are currently on track to
reach our 1.5° SBTi target. The reduc-
tion in our operational emissions is
primarily due to the sale of Eemshaven
fossil power plant from Vattenfall's
portfolio and also an increase in the
wind power production capacity. Our
wind capacity now stands at 5,443
MW, and our solar capacity stands

at 75 MW, bringing our total installed

ability and choice of heat pumps to help
replace traditional gas boilers, increase
use of biogas and continue expanding
our heat networks, which will enable
more homes and businesses to access
low carbon heat. In 2023, we have
reduced emissions resulting from use
of sold products. Our “use of sold prod-
ucts” emissions decreased from 9.6 Mt
of CO2e in 2022 to 9.0 Mt of CO2e in

to investigate our potential for reduc-
ing supply chain emissions. Through
research and development, we con-
tinue to explore areas which can opti-
mise resource use, focusing on reuse
and recycling of materials; material
substitutions which favour more energy
efficient alternatives; and application
of breakthrough technologies. Exam-
ples include our assessment of wind
farm construction processes, and our
increased use of concrete with lower
carbon emissions at our hydro power
operations.

capacity to 5,518 MW compared to
3,877 MW in 2022. In addition, 68 MW
wind and solar has been divested partly
or entirely during the period and the
production is reported by others.

2023, having primarily been driven by
reduced sales of fossil gas. We antici-
pate this trend to continue as Vattenfall
enables our customers to transition
away from fossil gas.
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Challenges and planned activities

To reach net zero 2040, Vattenfall commits to reduce
Scope 1,2 and 3 (sold electricity) GHG emissions
intensity >93 per cent by 2040 from a 2017 base year,
and absolute Scope 3 (use of sold products and all
remaining Scope 3) emissions >90 per cent within the
same time frame. Together, this equates to an absolute
reduction of >90 per cent across all Scopes by 2040.
In addition to this, Vattenfall commits to reduce Scope
1,2 and 3 (sold electricity) GHG emissions intensity
>77 per cent and absolute Scope 3 (use of sold prod-
ucts) GHG emissions >54 per cent, both by 2030 from
a 2017 base year.

Phasing out coal-fired heat and power generation
by 2030 is a key milestone on the road to achieving
our net-zero target. We have already phased out coal
in the Netherlands, have shut down a coal-fired power
plant in Germany, and will complete the remaining coal
phase out in Germany by 2030 at the latest. Remain-
ing dependency on fossil gas will be reduced to a mini-
mum by expanding the use of a variety of low CO>
emitting technologies such as geo- and aqua-thermal
heat sources, power-to-heat solutions and seasonal

Frameworks, partnerships and standards
Greenhouse Gas (GHG) Protocol
Carbon Disclosure Project (CDP)
Science Based Targets initiative

L]
L]
L]
e Task Force on Climate-related Financial Disclosures (TCFD)
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storage options. In parallel, we are expanding our part-
nerships in order to integrate a higher share of third-
party excess heat infeed. Any remaining required gas
assets will be fit to be powered by fossil-free hydrogen
or biogas.

Scope 3 emissions are widely regarded as being
the most challenging emissions to tackle as many cat-
egories are not directly associated with the company.
However, by setting Scope 3 targets, Vattenfall’s cli-
mate actions can have a much wider impact and wiill
unlock new innovations and collaborations in the full
value chain.

Governance

Climate is fully integrated into Vattenfall's steering and
governance and overall responsibility for managing
climate change issues is placed at group executive
level where the CEO has ultimate responsibility. The
CEO reports to Chair of the Board of directors and fol-
lows up operations via quarterly Business Perfor-
mance Meetings in which climate aspects, such as
target progress, are included.

Read more

[Z2 Reducing COz emissions - Vattenfall

[2 Our COz roadmap towards net-zero by 2040 - Vattenfall

[Z Vattenfall first Swedish energy company to get net-zero target
approved by SBTi - Vattenfall

[2 For more details on how we manage climate
change-related risks, see Risk Management on page 90

Waste Heat Recovery in Berlin

A 700 kW heat pump has been installed in Berlin-Buch to make use of the
waste heat from the cogeneration (CHP) plant. The team at the CHP plant
had been looking for a way to utilise excess heat which was previously
discharged into the environment, as the temperature was too low for other
purposes. The heat pump solves this problem by raising the waste heat
temperature and delivering it to the city heating network, which serves
10,000 apartments and 500 buildings including hospitals and schools.
According to the heat pump manufacturer, this reduces CO2 emissions by
620 tonnes|year.
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Biodiversity and ecosystems

Vattenfall is committed to protecting and reducing our impact on nature and
biodiversity. Our goal is to ensure that our actions and activities do not significantly
harm ecosystems and species, and therefore, we strive to integrate a Net Positive
Impact approach in our work.

Vattenfall power line corridor
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Ambitions, targets and key metrics

Vattenfall is working towards a net-positive impact on
biodiversity by 2030. We've set biodiversity targets at
business unit level, but currently not at group level. We
are updating our biodiversity strategy and developing
a biodiversity roadmap with well-defined actions and
targets which will set us on the right track to achieve
our future ambition.

In the meantime, we continue to reduce our biodi-
versity impacts and implement enhancement meas-
ures, fostering the “no-net-loss” principle. We conduct
environmental impact assessments as an integrated
part of our business processes and due diligence
procedures. When assessing new projects’ potential
impacts, we always follow the mitigation hierarchy -
prioritising avoidance and minimisation measures.

In the case of unavoidable impacts, we collaborate
with authorities and stakeholders to develop suitable
compensatory measures.

Activities in 2023
Across Vattenfall, we target biodiversity enhancement
initiatives in relation to our power and heat generating

assets, research and development activities and offices.

Besides the examples highlighted in our operating

segments (see pages 35-45), we actively engage in

a variety of biodiversity-related initiatives, with the

following examples of activities conducted in 2023.
Vattenfall decided to invest SEK 65 million into

a biodiversity programme over the next five years in

16 i 17 e

K

Hydro Nordic which will be used for both research

and implementation of concrete measures. The pro-
gramme includes, amongst other things, developing,
testing and evaluating additional measures to increase
biological diversity in regulated waters, such as meas-
ures taken in dredged outlet channels downstream of
power plants and favouring coastal vegetation along
eroded shorelines. The programme is a voluntary com-
mitment beyond the necessary steps for renewing
environmental permits. It is carried out in collaboration
with universities and county administrative boards.

At Ray wind farm in the United Kingdom, the merlin
continues to thrive under ongoing protection efforts
which were established during construction and
continue throughout operation. Since 2017, a total of
23 merlin chicks have fledged at the site, including five
in 2023.

An expanded trial of the innovation project, Spoor Al
technology, was launched at Aberdeen Bay Offshore
Wind Farm in the United Kingdom. In the project, Al
technology is used to track seabirds in the immediate
vicinity of offshore wind turbines together with Spoor,
a pioneering Norwegian Al start-up. The aim is to vali-
date the technology and learn more about seabird
avoidance behaviour and collisions.

Vattenfall Hydro Germany was awarded a certificate
for species protection on buildings by Kulturbund,
an acknowledged nature conservation association,
honouring our actions for the protection of kestrels
and bats at our Hohenwarte and Eichicht sites.
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In the Tutzpatz project in Northeast Germany,
Vattenfall is pioneering agrivoltaics. The 79 MW pro-
ject combines agriculture (organic egg production)
with solar power electricity production.

In Berlin, we have continued our work with Tiny
Forests. We have planted a 300m2 tiny forest with
native trees next to our biomass plant in Markisches
Viertel. These condensed urban forest areas provide
habitats for plants and animals and contribute to
carbon sequestration, whilst additionally supporting
social participation of local communities.

The CLIMB (Changing Land Use Impact on Biodiver-
sity) project, co-financed by Vattenfall and a number of
partners representing different sectors, was finalised
during 2023. Within the project, a new model to quan-
tify biodiversity impacts was developed and the model
was applied in a powerline project as part of method
development. The project was inventoried with an
older version of the Swedish standard for nature inven-
tories, so the test was applied theoretically. The model
is planned to be tested in a number of new projects
across Vattenfall in 2024.

Challenges and planned activities

The three pillars in our biodiversity strategy -
implement, measure, and build knowledge through
biodiversity research and development - continue to
be central to our future activities. Implementation of
biodiversity measures is a stepwise process which

Frameworks, partnerships and standards
¢ Global Biodiversity Score
e CLIMB
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is achieved through consistent long-term work.

Examples of planned activities in our business areas

include:

e Environmental adaptation of hydro power

¢ Increased evidence-based knowledge and develop-
ment of new local solutions for our wind projects

¢ And continued implementation of biodiversity
enhancing measures in our power line corridors.

During 2024, the work to align our reporting on biodi-
versity and ecosystem impacts, risks and opportuni-
ties to the EU Corporate Sustainability Reporting
Directive and its corresponding standards will con-
tinue. One main challenge is to measure biodiversity
systematically across our organisation and its activi-
ties, as well as across the entire value chain. Our goal is
to improve how we work with our suppliers to address
biodiversity impacts in the supply chain, based on
earlier assessment of our group level biodiversity foot-
print (Global Biodiversity Score). Our efforts to develop
methodologies to measure losses and gains at both
project- and group-level will continue, and we aim to
improve and expand our target setting to effectively
measure our impact on biodiversity.

Governance

Biodiversity targets are set in our Environmental Action
Plan, which is decided by the Executive Group Man-
agement and followed up annually.

Read more

[2 Biodiversity considerations - Vattenfall
[Z2 Biodiversity projects in Vattenfall

[2 Bird & bat research in offshore wind

[Z Climb web page

Capercaillie conservation at Bruzaholm

In Bruzaholm wind farm, Sweden, Vattenfall adopts an innovative approach
towards multifunctional landscapes and ecosystem which services that
balances capercaillie conservation with wind power generation. Since
2022, Vattenfall has collaborated with the Swedish University of Agricul-
tural Science, using Al-based software to map and monitor capercaillie
habitat across four Swedish locations. The Al-based recognition system
looks promising, achieving high detection rates, with validation to be per-
formed through GPS tracking and eDNA analysis. Phase one ends in 2024.
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Water

Vattenfall relies on water for our operations and is committed to using water
resources responsibly and sustainably, striving to optimise water-use, minimise
impacts on water quality, and balance the needs of hydro power production and
flow regulation. We also aim to mitigate operational impacts on aquatic ecosystems
through nature restoration and biodiversity enhancement projects.

Water stress
Low <10%
Low-medium 10%-20%
Medium-high 20%-40%
@ High 40%-80%
@ Extremly high >80%
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Ambitions, targets and key metrics

At Vattenfall, water drives our hydro power operations
and cools our thermal and nuclear power plants. We
do not have a target to reflect our ambition currently.
However, we do have a myriad of key metrics to reflect
our efforts in this area (see below and on page 62).

As we shift to fossil free energy, we invest more in
renewable sources like wind and solar, which reduces
our reliance on water to cool our operations but can
increase the need for frequency control in hydro power.
The transition of Vattenfall's portfolio to align with the
net-zero climate target by 2040, involves a switch in
fuels and upgrades of power plants, which contributes
to reduced water requirements for thermal operations.

Total freshwater withdrawal and freshwater intensity

Million m3 m3/MWh
2,000 20
1,500 15
1,000 \ 10
500 5
2019 2020 2021 2022 2023

Total freshwater withdrawal million m3.
== Freshwater intensity million m3MWh.

1 Freshwater withdrawal of our heat plants per unit of electricity and/or heat produced

Bkt 14" W16
glelE

The graph illustrates how in 2023, we withdrew

733 million m3 of freshwater, of which 729 was sub-
sequently discharged. The majority of the water with-
drawn was used in cooling operations. In 2023, our
water intensity! was 6.3 m3/MWh, compared to a fig-
ure of 5.8 m3/MWh in 2022 and a baseline of 11.9 m3/
MWh in 2018. Our freshwater withdrawal and water
intensity had steadily declined over the past five
years but in 2023 due to a reduction in overall
production our water intensity has been slightly
increased. Overall, this trend equates to a water
intensity decrease of 47 per cent over the last six
years across our operations.

a47%

Decrease since 2018
in absolute use of freshwater

61



05 Sustainability

Total withdrawals and discharges of water', million m3

Withdrawals
D
D
S 177
Seawater Fresh surface
water
7,318 (8,449) 730 (709)

1 Water consumption (Total withdrawals - Total discharges) equals to 4 million m3.

Activities in 2023

Water used for cooling within our thermal and nuclear
power plants is discharged to natural water bodies at

a slightly higher temperature than when it was with-
drawn. If the overall temperature of the water body
exceeds a threshold temperature, the water cannot be
used for cooling due to technical characteristics of the
plant and to ensure compliance with permit conditions
to protect downstream aquatic ecosystems.

In such eventualities that the temperature threshold
is exceeded, the plant will need to reduce production
to use less water or be temporarily halted. Alternative
solutions, such as cooling towers with closed cooling
cycles, are used for some plants to reduce water use
and impacts.
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=

0

Total withdrawals

8,051 (9161
Purchased Ground
water water
Total discharges
8,047 (9157)
2.0(2.8)
0.0(0.0)

Vattenfall owns and operates several heat and com-
bined heat and power plants in Northeastern Ger-
many, which is classified as an area under high water
stress. Our plants in this region used and discharged
approximately 198 million m3 of freshwater during
2023, equivalent to 27 per cent of our total freshwater
use. Within Vattenfall, hydro power accounts for over
a third of our total electricity generation. Hydro power
operations and dams affect the landscape, water
flows, and natural habitats in the area. We invest in
measures to strengthen local habitats and increase
biodiversity, research to enable fish migration with
limited production losses, and implement initiatives
to lower the risks of erosion and sedimentation
around our hydro power assets. Further details can
be found on page 59.

Discharges

0 o
o388°
° O

Treated waste-
water to water bodies

Sold process
water

727 (704)

—>

16(1.7) 0.3 (04)

Challenges and planned activities
We are working to reduce impacts on water resources
and biodiversity in aquatic ecosystems. Going forward
there is a high focus on the recertification of our Swedish
hydro power fleet to align with requirements of the EU
Water Framework Directive. We are also working to fur-
ther increase transparency regarding how we use water.
From alife cycle perspective, part of our water foot-
printis in our supply chain. We are striving to improve
our understanding of water use in the supply chain
and how we can reduce impact, and are planning to
increase efforts in this area. We are also developing a
group-wide corporate water strategy, to supplement
our environmental policy and our Environmental Action
Plan, and further increase transparency on how we work
to ensure sustainable management of water resources.

Cooling water to
fresh surface water

2y,

D

£%

Cooling water
to the sea

@

Losses

7,318 (8,450)

Water losses
0.7 (0.9)

Evaporation
1.8(17)

Governance

Water ambitions are set in our Environmental Action
Plan, which is decided by the Executive Group Man-
agement and followed up annually.

Frameworks, partnerships and standards
e CDP water

Read more
[2 Sustainable resource use - Vattenfall
[2 Biodiversity considerations - Vattenfall
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Resource use and circular economy o|e
Vattenfall has the ambition to transition towards a circular business. This means we will work to maximise the Ambitions, targets and key metrics
value of resources across our value chain, and with our partners, and ensure the responsible use and reuse of all We aim to become more circular by gaining insights

into our resource streams. We want to reduce our
impact on the global resource pool by understanding
how our resource use fits into the wider system. We
currently minimise our impact in numerous ways
throughout the value chain, and see digitalisation and

resources. We also acknowledge that circular resource management is a prerequisite to reach climate targets.

innovation as key drivers to improve circular perfor-
mance. We will keep improving our resource use as
we learn more and develop our capabilities. With this
9,
Global Xa:rea';:z:: > > h‘z’a\r’?clslz:r? > ~N approach, we will move towards a more circular busi-
resources Resource P 9 ness model.
optimisation One way in which we work towards circular
i j 1 . . e
ar;c;ssir;\:rt Waste generated in operations’ (ktonnes) M Non-Hazardous Hazardous resource management is by setting specific targets
N to improve resource management. Vattenfall aims to
1 5-6 41 .4 ensure sustainable life-cycle practices for assets when
Reuse/ Recycle Other recovery incl. incineration they reach their end-of-life. For example, the majority of
I i I o awind turbine’s mass can be recycled, but the turbine
= $° 10 298 blades pose a challenge. Vattenfall has a landfill ban
Primary and Secondary Delivery on blades and a 100 per cent recycling target to be
. 1 Construction and demolition waste are not included in this data i
materials to customers Residues and by-products generated from combustion are separately reported, see graph below. aChleved by 2030 (50 per cent by 2025)
| Residues and by-products (ktonnes) 2021 M 2022 M 2023 Y 7.6
150 - Non-Hazardous [l 1.4
Hazardous 6.2
External Electricity 100 B Landfill (ktonnes)
50 - — . o — ..
il T (1 B a
Recyclin - .
dy 9 Heat © Ash from Ash from Slag from waste Gypsum Radioactive waste
andreuse coal biomass incineration storage
Over 95% of residual products such as ash, slag and gypsum are sold. The construction Page 190
industry primarily reuses these secondary materials in concrete and asphalt production.
Z ya ya J
< S <
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Activities in 2023

Our 2023 activities and resource optimisation routes
are depicted in the infographic on page 63 and
described in more detail in the corresponding text below.

1. Global resources:

The fuel used in our operations is a significant material
inflow to Vattenfall, including nuclear fuel (uranium),
biomass, gas, coal, and waste. We utilise other materials
for construction of new assets such as wind farms

and distribution infrastructure, and for maintaining

our existing assets. Key construction materials used
include steel, concrete, aluminium, and copper.

2. Resource optimisation and smart design

We work to reduce the use of primary raw materials
and favour materials which are fossil-free, recycled

or biogenic. We strive to minimise material quantities
which are required in our operations and explore
resource optimisation and smart design applications
through conducting life-cycle analyses (LCA). We con-
duct and publish Environmental Product Declarations
(EPD) for electricity from wind, hydro and nuclear
power. EPD/LCA data have been used to build a solid
base for our sustainable supply chain work, and in
combination with expert knowledge and pipeline
projections, informed our 2023 undertaking of the
Materials Assessment Project. The data and insights
produced by the project will help to improve our
decision-making, guide our sustainable supply chain
efforts (see page 71), Scope 3 decarbonisation efforts
and material strategies (see page 57).

3. Waste handling

Through smart design, capturing by-products, and
increasing recycling rates, we aim to minimise non-
hazardous waste streams. Hazardous and radioactive
waste is handled safely and according to strict regula-
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Uppsala CHP plaﬁt

-

tions. We operate our radioactive waste-handling facili-
ties with strict operating guidelines and employees
with access to radiologically controlled areas are
trained in radiation protection. High-level, long-life
radioactive waste, consisting primarily of spent nuclear
fuel and core components, is carefully shielded during
handling and transportation, and when stored, the
waste is encapsulated to prevent radioactive contami-
nation, with storage type and location being deter-
mined by the waste’s radioactivity characteristics.

To minimise our waste streams where feasible, the
level of declassified waste from the decommissioning
of our nuclear reactors in Sweden and Germany

should be as high as can reasonably be achieved,
taking into account consequential effects such as e.g.
generation of secondary waste, adverse health and
safety impacts, and other safety-related aspects.
Having been successfully declassified, material can
be used by other parties. For example, concrete from
facilities in German nuclear sites has been reused as
filling masses, diverting waste whilst simultaneously
making this material available for use elsewhere.

4.Recycling and reuse
Vattenfall supports society’s efforts to reduce and
recycle waste: however, residual waste streams remain.

< |

In addition, some waste needs to be removed from the
resource pool because of its harmful content. Other
materials, such as plastics and cellulose, have a limita-
tion on how many times they can be recycled. Vattenfall
utilises industrial and municipal waste as fuel in our
waste-to-energy plants in some of our district heating
grids, allowing for energy to be recovered from residual
waste streams. Furthermore, we capture by-products,
when possible, allowing for future use. For example, we
sell over 95 per cent of by-products such as ash, slag
and gypsum from Vattenfall's combustion plant produc-
tion process to the construction industry for reuse as
secondary materials in concrete and asphalt production.
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Challenges and planned activities

With the ambition to change to a more circular busi-
ness, and contribute to transition of society to a circu-
lar economy, we need to continue to define our circular
roadmap. Actions going forward will focus on how we
source goods and materials and design our assets in
smarter and more circular ways, how we run resource
efficient operations and maintain the value of resources
used, and how we can work together with partners to
change unsustainable resource flows and processes
(see more on page 71).

We also work to increase transparency and reduce
impacts in our supply chain. We are dependent on crit-
ical raw materials to enable the transition to fossil free-
dom, for example when constructing new production
assets and infrastructure. To meet our target to cut
supply chain CO2 emissions intensity in half (see more
on page 56), we will also need to have a high focus
on how we can use resources in smarter ways, and
increase sourcing of low-carbon and recycled materi-
als in cooperation with suppliers and partners. In addi-
tion, reducing our resource footprint will also signifi-
cantly contribute to reducing impacts on biodiversity.

Read more
[Z2 Sustainable resource use - Vattenfall

[2 Life Cycle Assessments for Vattenfall's electricity generation 2023

To deliver on our landfill ban and recycling target

for turbine blades, we engage in research into material
recycling of composite waste and test applications

to reuse the material. We work to recycle decommis-
sioned assets to the greatest extent possible and
investigate life-cycle extension measures. We work to
substitute and reduce use of hazardous substances.

Governance

Circularity ambitions are set in our Environmental
Action Plan, subsequently approved by the Executive
Group Management, and followed-up annually.

[2 S-P-01435 - Electricity from Vattenfall’s wind farms (environdec.com)
[Z2 S-P-00088 - Electricity from Vattenfall's Nordic Hydro power (environdec.com)
[2 S-P-00923 - Electricity from Vattenfall's Nuclear Power Plants (environdec.com)
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Hollandse Kust Zuid

Circular wind turbine blades

Alongside increasing our wind capacity through construction of the Hollandse
Kust Zuid project, we have further been able to incorporate a portion of wind
turbines which have recyclable blades into the project. Whilst a limited supply
of such blades currently exists, we have already reserved blades for use in the
construction of future projects, too. This will help us to increase our provision
of fossil-free energy capacity whilst taking into account wider climate and
environmental impacts.
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Humanrights

Respecting internationally recognised human rights is a fundamental part of
Vattenfall's work in the energy transition. Our human rights work is based on the
UN Global Compact, ILO Declaration on Fundamental Principles and Rights at
Work, the OECD’s guidelines for Multinational Enterprises, and the UN'’s Guiding
Principles for Business and Human Rights.

Ambitions, targets and key metrics

Our aim is to continuously improve, monitor, track, and
transparently report on our ability to manage human
rights risks and to have a positive impact. Although we
do not have a target or key metric to reflect our ambi-
tion currently, we are constantly evaluating potential
key metrics to reflect our efforts.

Activities in 2023
We regularly evaluate our risks and impacts to mini-
mise negative effects and create positive ones, using
the OECD framework. We regularly conduct evalua-
tions as we enter into new relationships, businesses,
partnerships and projects. In addition, we engage
third-party experts for comprehensive human rights
assessments every 3-5 years. Our latest assessment
in 2021 identified 16 key human rights issues, with nine
prioritised: community engagement, environmental
impacts, grievance mechanisms, indigenous peoples,
just transition, occupational health and safety, human
rights defenders, high-risk sourcing, and supplier
labour conditions.

For actions related to Environmental impact and
Occupational health & safety, see pages 56 and 78.
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Summary of actions per prioritised issue

¢ Assessed our whistleblowing system against the 8 UNGP effectiveness criteria,
identifying accessibility as main gap

¢ Implemented a dedicated public complaints procedure following
the German Due Diligence Act.

e Updated and published our best practices guide “Approach towards indigenous peoples
in Sweden”. Read more here

¢ Had contact with four Sami villages around a hydro power plant on the Luleéa river to
discuss questions and concerns and identify mitigation measures, similar meetings were
held for new wind power and distribution line development projects.

e Conducted risk assessments on several product categories, specifically reviewing the
forced labour risk(s) in the supply chain

e Launched several initiatives to address supplier and contractor labour conditions, such as
forced labour, migrant workers, wages, overtime, and health & safety, and we will continue
our efforts in these areas and others that are relevant.

e Mapped current and expected high risk material use, resulting in a prioritising of
materials’ in terms of volumes and risks (security of supply, CO2z and human rights risks)

e Engaged with strategic suppliers to address identified risks and participated in
multi-stakeholder dialogues to increase leverage and drive the change at industry level.

e Evaluated transition-related impacts and key stakeholder groups, prioritising local
communities, customers, and employees

¢ Defined commitments to address impacts on these stakeholders. Read more here

¢ In connection to identifying high risk minerals in our supply chain, increased our
understanding of rightsholders, defenders and other stakeholders

¢ Developed questionnaire and held dialogues to increase awareness with selected
suppliers operating in countries or industries that carry risks for human rights defenders.

¢ Reviewed our community principles against human rights framework and just transition
principles

¢ Launched an internal forum to standardise practices for meaningful engagement and
share best practice.

1 Prioritised materials are: concrete, steel, nickel, aluminum, copper, chromium, rare earth elements, cobalt, and graphite.
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Challenges and planned activities

As Vattenfall operates in many different markets and
business areas, we acknowledge that our risks may
vary depending on the context of our activities. In addi-
tion, due to changes in operations, locations, and
external context, Vattenfall's salient human rights risk
may change over time. Therefore, we are determined
to stay vigilant on these changes, both by conducting
frequent risks assessments and by collaborating with
suppliers and industry peers. Challenges and planned
activities for each of our salient human rights issues
can be found in our human rights progress report. We
will continue to align our practices in accordance with
the UNGPs, OECD guidelines for multinational enter-
prises, and any relevant upcoming legislation.

Frameworks, partnerships and standards

e UN Global Compact

e UN Guiding Principles on Business and Human Rights
e OECD Guidelines for Multinational Enterprises

e |LO Core Conventions

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

Governance

Vattenfall's CEO together with the Executive

Group Management has the overall accountability for
human rights within Vattenfall. The Board of Directors
monitors progress on an annual basis.

Read more

[2 Human Rights Policy

[2 Responsibility towards Indigenous Peoples
[Z2 Human rights assessment 2021

[2 Human Rights Action Plan

[2 Code of Conduct and Integrity

[Z2 Whistleblowing and complaints - Vattenfall

[Z2 Code of Conduct for Suppliers and Partners
[2 Human rights progress report

[2 Statement on slavery and human trafficking

Just transition

Vattenfall joined the Energy for A Just Transition collaboration at its incep-
tion in 2022. By sharing and learning from others, we can strengthen our
own work and ideally find ways to work together for even greater impact.

In 2023, following discussions on just transition strategies, challenges, best
practices, expert insights, and more, the collaboration has deftly packaged
the learnings into a toolkit that companies can use to guide them on their
just transition journeys.
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Integrity and Compliance

Vattenfall has a zero-tolerance policy for bribery and corruption. We require that all our
employees act in accordance with our Code of Conduct and Integrity. We have also
established a robust supply chain compliance framework to proactively prevent, mitigate,
and remediate risks and meet legal requirements when dealing with counterparties.

Vattenfall Integrity Programme
Number of managers and other key personnel trained

219
1,643
1,494
Total trained through Vattenfall Integrity
Programme since 2021
2021 2022 2023
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Ambitions, targets and key metrics

Our aim is to continuously improve, monitor, track,
and transparently report on integrity and compliance
topics; however, we do not have a target to reflect
our ambition currently. We do have a myriad of key
metrics (see below and on page 70) to reflect our
efforts in this area.

Activities in 2023

Activities for internal Integrity and Compliance:

Vattenfall uses an annual Integrity and Competition

Law Compliance Survey to monitor risks. The survey

is completed by approximately 380 managers yearly.
Furthermore, Vattenfall continued maintaining integ-

rity by various awareness activities. Extensive integrity

trainings were provided, such as the Vattenfall Integrity

Programme (VIP), which is mandatory for managers at

certain levels and other key personnel. The VIP includes

Whistleblowing incidents

Total number of reported
integrity-related incidents

Employment law
measures

91 12
67
55
6
4
2021 2022 2023 2021 2022 2023

both e-learnings and instructor-led training on integrity
topics.

Also, we continued to develop the whistleblowing
function to comply with legal requirements. Suspected
misconduct within Vattenfall must be reported to the
employee’s immediate manager or to the whistleblow-
ing function, for example via the online Whistleblowing
Channel. Reported incidents and improprieties are
subject to a lessons-learned process to ensure con-
tinuous improvement within the company.

Internal instructions and guidelines were signifi-
cantly updated to ensure a better internal understand-
ing of Vattenfall's ethical standards and legal require-
ments within the integrity field, including on bribery
and other forms of corruption and competition law.

Parts of the organisation were reviewed to detect
and mitigate integrity related risks.

Recommended corrections No action taken2

or improvements?!

16 30

12
18

2021 2022 2023 2021 2022 2023

Of the 91incidents, 17 concerned suspected non-compliance with our anti-corruption and competition law instructions.
Currently there are no pending integrity-related court cases against Vattenfal.

1 Such as updates of steering documentation or additional training
2 As no confirmed misconduct was identified after initial review.
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Activities for Supply Chain Compliance:

Vattenfall continued to enforce its compliance meas-
ures to prevent, detect, act, and mitigate risks and
meet legal requirements. This includes an annual
supplier risk assessment, counterparty screenings,
new supplier risk assessment, sustainability on-site
audits, and sustainability assessment of partnerships.

As a major improvement to the assessment and
regular surveillance of counterparty risk in ongoing
business relationships, Vattenfall has activated a con-
tinuous supplier monitoring process in which counter-
parties are monitored based on their associated risk
level determined.

The Supplier Risk Assessment Tool (SRAT) created
arisk heat map in 2023 with 104 high-risk suppliers
across all sourcing streams that were validated
through internal dialogues, resulting in several follow-
up measures, including sustainability audits, additional
sustainability requirements for tenders and supplier
awareness sessions.

Furthermore, we conducted two supply chain
compliance training sessions for new hires in procure-
ment which were attended by 50 participants and
an annual refresher training for buyers to redo every
three years that was attended by 149 participant. For
employees that interact with coal, gas and biomass
suppliers, we conduct a Know-Your Counterparty
(KYC) training every three years and voluntarily sus-
tainability training. The KYC training was attended
by around 150 particpants and the sustainability
training by approximately 280.

A quality check of internal procurement processes
and gap analysis to the legal requirements from the
German Act on Corporate Due Diligence Obligations
in Supply Chains was conducted. The gaps identified
were closed accordingly.

Moreover, we evaluated the effectiveness of our
compliance framework (see page 174 for more infor-
mation) and updated the necessary compliance
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checks in the supplier contracting process for goods
and services, in light of emerging legal requirements
on supply chain due diligence.

Vattenfall also published a guide for suppliers and
partners on fulfilling the expectations outlined in the
company'’s Code of Conduct, covering governance,
human rights, environment, and business ethics.

Finally, we continue to monitor the legal and regula-
tory landscape related to supply chain due diligence,
such as the EU Corporate Sustainability Due Diligence
Directive.

Challenges and planned activities

Challenges and planned activities for internal
integrity and compliance:

We have conducted and will continue to conduct risk
assessments related to integrity. The two greatest
integrity risks that we have identified, based on the
potential damage to Vattenfall and our stakeholders,
are non-compliance with relevant anti-trust laws and
corruption incidents, including breaches of our pro-
curement and conflict of interest policies.

Challenges and planned activities for supply

chain compliance:

We are facing a scattered landscape of laws on supply
chain due diligence requirements in our different core
business countries that we will continue to closely
observe and monitor to ensure to always meet all legal
requirements when dealing with counterparties.

The high complexity of our supply chain due dili-
gence system poses a challenge to ensure that all
employees dealing with counterparties adhere to the
requirements. We will continue to develop checks and
performance indicators to ensure a well-governed pro-
cess with fullimplementation of our supply chain due
diligence system.

Frameworks, partnerships and standards

o Member of the Partnering Against Corruption
Initiative (PACI), a cross-industry collaboration
launched by the World Economic Forum

¢ Member of the Business Integrity Forum of

Transparency International Sweden

UN Global Compact

UN Guiding Principles

OECD Guidelines

Vattenfall aims to finalise the onboarding of business
units to the newly activated counterparty screening
process in 2024.

We have reviewed and intend to publish an updated
Code of Conduct for Suppliers and Partners in 2024,
defining our requirements and expectations to safe-
guard that our suppliers and partners share our values.

However, the tighter internal governance and due
diligence requirements will increase the volume of
counterparty reviews in the future and put pressure on
scarce internal resources.

Governance

The activities and progress related to internal integrity
are approved by the head of Corporate Legal & Integ-
rity and Legal Nordic and the activities are reported

to the Executive Group Management (EGM) and the
Board of Directors on an annual basis.

For the steering of counterparty due diligence, a
company-wide Counterparty Due Diligence Steering
Committee (including EGM members) and various
escalation boards are established within Vattenfall that
are ultimately reviewed by the Head of Sustainability.

Read more

[2 Code of Conduct and Integrity

[2 Code of Conduct for Suppliers and Partners

[2 The Guide - a Guide to the Vattenfall Code of
Conduct for Suppliers and Partner
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Overview of supply chain compliance

©

o

|

6

&

e e
Good and services Waste and biomass Coal Natural gas Nuclear fuels
Number of counterparties 24,680 190 1 N/A 12
Country of origin Main sourcing countries are Sweden, For waste, most comes from Sweden and South Africa Vattenfall does not hold direct contracts Uranium supplied to Vattenfall was

Threshold for screening

Screenings conducted

Threshold for sustainability
site audits

Number of sustainability site
audits conducted

Share of new suppliers that have
undergone social/-environmental
assessments

Share of new suppliers from
high-risk countries that have
undergone social/environmental
assessments

Industry
Initiatives

Germany, and the Netherlands, and
a small number of suppliers in other
European and Asian countries.

All counterparties with a contracts
value over 30,000 SEK.

4,13

Before onboarding, suppliers from high-
risk countries and/or when providing high
risk product categories with contracts
over EUR 100,000 are regularly audited
(every three years).

Py

100%

100%

Industry initiatives in Goods and Services
are often product or industry depended
which is why there are several, including
the Solar Stewardship Initiative, Interna-
tional RBC Agreement for the Renewable
Energy Sector, First Movers Coalition,
German Energy Industry Dialogue.

Germany, and a small share comes from the
UK. Recycled wood waste is sourced either
from Sweden or other northern European
countries.! Woody biomass is sourced from
Sweden (72%), Germany ( 16%), Latvia (8%);
the rest of Europe accounted for 3%.2

Differing thresholds to conduct screenings are
applied across the organisation, which are
currently being aligned.

162

Differing thresholds for sustainability audits
are applied across the organisation, which are
currently being aligned.

48

100%

No new suppliers from high-risk countries.

When sourcing woody biomass, we seek to
fully comply with EU and national sustainability
(and emission reduction) requirement. All pur-
chases for the international market in 2023,
were sourced only from suppliers within the
EU that are certified by the Sustainable
Biomass Program (SBP) and/or the Forest
Stewardship Council (FSC).

All coal counterparties.

N/A

All coal sub-suppliers that are part of
Bettercoal are audited through on-site
mine assessments (every four years).

N/A

N/A

N/A

Vattenfall remains a Bettercoal member
to continue to drive improvements in the
coal supply chain. A dedicated South
Africa Working Group within Bettercoal
was founded and made first relevant
steps to make impact in the South
African supply chain.

1 More than half of the total amount (measured in generated energy, TWh) of waste and biomass fired in Vattenfalls CHPs and heat-only boilers, is waste, including recycled wood waste.
2 The woody biomass used for our CHPs and heat-only boilers in Germany, the Netherlands, and Sweden was a low value by-product sourced domestically.
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with natural gas producers, the gasis
sourced through European gas hubs.

All natural gas counterparties.

N/A

There are no audits conducted on gas
suppliers as we use the wholesale mar-
ket to obtain gas for our own consump-
tion and for our customers.

N/A

N/A

N/A

Vattenfall supported the development of
the Gas Taskforce initiated a year earlier
by the Bettercoal initiative aiming to
investigate whether the model used

to address sustainability risks of coal
producers can be applied to the natural
gas supply chain.

produced in Canada and Australia.

All nuclear fuels counterparties.

28

All nuclear fuel suppliers are regularly
audited (every three to six years).

100%

No new suppliers from high-risk
countries.

Vattenfall is an active member of the
World Nuclear Association, partici-
pating in the Uranium Stewardship
Programme, which established the
common policy document, Sustaining
Global Best Practices in Uranium
Mining and Processing.
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Sustainable supply chain

At Vattenfall, we are committed to responsible practices in and beyond our
corporate boundaries. By creating sustainable supply chains, we aim to deliver
positive impact for society and the environment, achieve resilience and drive
business. Going beyond legal requirements and aiming to deliver impact underpin
the philosophy of our sustainable supply chain work.

Sustainable Supply
Chain Focus Areas Ambition 2023 Achievement Read more
CO2 50% reduction in Scope Conducted an assess- Page 57
3: Capital goods, pur- ment of Vattenfall's supply
chased goods and ser- chain targets to improve
vices emission intensity steering mechanisms.
by 2030.
Circularity Transform towards a Forecasted future material Page 63
circular business. inflow and prioritised
materials based on vol-
High-risk minerals Not available. ume, supply risk, climate
impact and social risk
(high-risk minerals).
Humanrights Specific ambitions are Updated Human Rights Page 66
defined per prioritised Policy and ambitions and
areas published in our made progress in the nine
Human Rights Action prioritised areas.
Plan.
Health & Safety Targets are under Initiated a pilot on on-site
development. contractors health and Page 78
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safety.

Ambitions, targets and key metrics

While a summary of our ambitions in key supply chain
focus areas can be found in the table, Vattenfall does
not have a target or key metric to reflect our ambition
currently. We are constantly evaluating potential key
metrics to reflect our efforts.

Activities in 2023

Vattenfall’s activites toward building a sustainable
supply chain are encapsulated by the sustainable
supply chain roadmap, which consists of a two-step
approach - first, to ensure compliance in our supply
chain (further described on page 68) and, second, to
drive positive change and add value across our supply
chain. In 2023, Vattenfall saw the full integration of this
roadmap into the new five-year procurement strategy
for Goods & Services.

Furthermore, we continued engaging in various
national and international industry initiatives and muilti-
stakeholder dialogues, aiming to increase leverage in
sustainable supply chain work, including our work in
the Solar Stewardship Initiative, the International RBC
Agreement for the Renewable Energy Sector, First
Movers Coalition, WindEurope, German Energy Industry
Dialogue, ASF Roadmap.

As a member of WindEurope, Vattenfall worked to
harmonise supplier questions in wind sector reflecting
the WindEurope Industry Principles to avoid supplier
fatigue, create a level playing field, and increase
effectiveness.

1 PARTNERSHIPS
FORTHE GOALS

&

We, together with the multi-stakeholder dialogue of the
German energy industry, developed and published a
common human rights risk assessment of the energy
supply chain and started working groups on identified
risks. Another joint project was to produce a roadmap
for a circular and net-zero IT sector by 2050 initiated
by the Atea Sustainability Focus (ASF) Advisory Board
following the 2021 ASF report.

Vattenfall has established a central database of
expected material volumes purchased until 2030
to understand our critical material need, prioritisation
of key materials based on their expected volumes,
supply risk, human rights risk and emission factor,
and develop strategies for the prioritised materials
to mitigate the identified risks.

Furthermore, we developed trainings for suppliers
that operate in high-risk industries and/ or countries,
focusing on the Code of Conduct for Suppliers and
Partners, supply chain risks and due diligence mecha-
nisms that can enable our suppliers to mitigate the
identified risks.

Additionally, we launched a supply chain trans-
parency pilot, aiming to identify tools to deliver full
transparency of supply chains with a special focus
on high-risk minerals and product categories.

Finally, we have aligned our category procurement
strategy with ISO guidelines and integrating sustain-
ability in our category strategy to go beyond compli-
ance, such as assessing categories materiality from a
GHG, circularity or human rights perspective and how
to deliver positive impact.
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Challenges and planned activities

Further increasing transparency will be key to under-
stand the real impact of our sourcing activities in the
up-stream end of our supply chains. This especially
applies within high-risk products and materials, ena-
bling more sustainable choices and building resilient
supply chains.

It will be critical to not only understand the impact our
sourcing activities have on communities and environ-
ment in our upstream supply chain, but also to meas-
ure and monitor the positive change we aim to deliver.

Vattenfall intends to continue increasing our lever-
age through multi-stakeholder and industry initiatives,
addressing complex supply chain issues and estab-
lishing industry standards for a more sustainable sup-
ply chain sector. This goes hand-in-hand with further
collaborations with our peers and partners aiming to
increase our positive impact.

Vattenfall is increasingly concerned about situation
of the Uyghur forced labour in the Xinjiang region as
reports emerge of more sectors affected by unaccep-
table labour practices. Forced labour in any form is

Frameworks, partnerships and standards

¢ 1ISO20400

o UNGP

e OECD

e Solar Stewardship Initiative

¢ International RBC Agreement for the
Renewable Energy Sector

e First Movers Coalition

e German Energy Industry Dialogue
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unacceptable to Vattenfall and we will continue to
further improve the due diligence measures for all
relevant sectors.

We will revise and update our inventory for sustaina-
bility-related requirements to implement in supplier
tenders with a special focus on enhancing the content
and improving the IT surface to enable self-sufficient
usability for all buyers.

Governance

The Sustainable Supply Chain Roadmap connects to
an existing governance structure within the procure-
ment organisation that involves different fora for pro-
gress reporting, decision making and alignment and
is approved by the Chief Procurement Officer.

Read more

[Z Sustainability Policy

[2 Human Rights Policy

[2 Human Rights Action Plan

[2 Human Rights Progress Report
[Z2 Modern Slavery Statement

[Z2 Environmental Policy

Measuring and improving social impact

Vattenfall launched the Social Impact KPI project to measure and improve social
sustainability. The first pilot focused on identifying KPI linked to workplace health
and safety for contractors. The project revealed that most existing KPIs are “lagging”
as they measure undesirable events instead of preventative actions. The identified
social impact KPI within contractor health & safety will be piloted in 2024. Social
impact KPIs could be used to improve social sustainability in other areas in the
future.
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Diversity and inclusion

Vattenfall believes that a diverse mix of employees accelerates our work towards
fossil freedom. Diversity is embedded in our values and represented at the highest
level of management, with six members out of ten being female, including our CEQ.
Our vision is to be recognised! as the most inclusive place to work in the energy

industry.
| B 19,0% ‘
20-29,10%
B 30-39,25%
Age? 40-49,27% Country of
H 50-59,26% residence?®
60+,10%

No response. 1%

Employees . 23
Nationality®’
- Y

N

& language?

B Official language/s in the country of
residence is also my first language, 89%
Official language/s in country of residence
is one of my first languages, 3%

B Official language/s in country of residence
is not (one of) my first languages, 8%

For more key metrics about our workforce. See page 75

Sweden, 49%
Germany, 25%
Netherlands, 19%
Denmark, 3%
United Kingdom, 2%
Poland, 2%

Finland, 0%

France, 0%

Belgium, 0%
Norway, 0%

Sweden, 35%
Germany, 23%
Netherlands, 11%
Denmark, 3%

United Kingdom, 2%
Poland, 2%

Prefer not to say, 12%
Unknown, 8%

Other, 4%

1 Inthe UK, Vattenfall received a gold accreditation from the organisation Committedd 2 Equality

and a silver award from the organisation Investor in People.

2 Data reflects voluntary, anonymous, self-identification in the employee engagement survey.

3 Vattenfall employees represent 98 known nationalities.
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B Male, 68%
Female, 30%

| Non-binary, 1%

No response, 1%

Gender all
employees?

Female manager and hires

%
50

4 39 37 38
o7 30 30 31
30
20
10

2020 2021 2022 2023

o

B % offemale manager hires
% of female managers

Ambitions, targets and key metrics

Female manager hires

Vattenfall has set a target that at least 35 per cent of
all managers hired are to be female. We track this tar-
get through KPIs that widely impact bonuses. While
some disciplines and business units more readily
attract and retain women and thus set higher targets,
there remains a challenge in some areas of the
business.

My Opinion

The Diversity and inclusion (D&l) Index in Vattenfall's
My Opinion survey monitors how employees rate
their manager’s efforts in driving Diversity and Inclu-
sion. The survey also includes targeted questions to
measure how diverse, equitable and inclusive the
employee experience is across Vattenfall.

Global Diversity, Equity and Inclusion Benchmarks
(GDEIB)

To gauge D&l maturity, we also used the GDEIB,
created by the Center for Global Inclusion. The goal is
to achieve the Progressive level in most areas of the
GDEIB by the end of 2024.

Activitiesin 2023
Vattenfall's commitment to D&l is founded on three
pillars:

Embedding D&l in everything we do

To further advance our talent attraction processes
and build on the fair and equitable practices already
in place, a number of changes were implemented
using the recommendations from the external empiri-
cal study “Collaboration for inclusive recruitment”

5 GENDER
EQUALITY

¢

conducted by Mitt Liv and the Stockholm School
of Economics.

Thinking broadly and driving all dimensions

of diversity

Mentorship and inspiration: Executive Group Manage-
ment continues to commit to broadening perspec-
tives by participating in “reverse mentoring” with
Vattenfall's “NextGen Council” At every level, employees
are actively encouraged to engage in mentoring
programmes.

Designated and significant days recognised: Pink
Shirt Day to bring attention to anti-bullying and a zero
tolerance for harassment; International Women'’s Day
was a week of profiling inspirational Vattenfall
women; European Diversity Month was celebrated
with a variety of intersectional events across the
organisation.

Women in Energy: What started as a trade show
event has grown to 1,500 followers on LinkedIn.

By raising awareness, offering peer-to-peer support,
and networking to women in the global energy industry,
Vattenfall has contributed to the sector while building
a brand that is attractive to women.

The Diverse Energy Networks continued to grow
in size, engagement, and importance, serving as a
first point of contact for employees interested in D&
These influential bodies capture local issues and
lobby for change. They also participate in external
events, such as pride parades with the focus in 2023
being the Christopher Street Day Parade in Berlin.

Including everyone; our managers lead the way
The D&l Index in Vattenfall's engagement survey
monitors how employees rate their manager’s efforts

10 Seies

-
=)
v
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in driving D&, designed to reflect that while everyone
has arole to play, the manager is fundamental in creat-
ing culture.

Tools to support managers in driving D&l include a
“Leadership Toolbox” with self-led workshops; the
newly launched ‘Licence to Hire” programme; and the
“Inclusive Leadership Journey”to increase self-aware-
ness and leadership development.

Challenges and planned activities
Societal norms and cultural sensitivities limit collec-
tion of comprehensive employee data covering all of
the dimensions of diversity. This presents a challenge
as data driven decision-making is critical in the D&l
work to better understand the employee experience
and needs. We aim to undertake the following in
upcoming years:

The Inclusive Leadership Journey, launched as
a pilotin 2023 to increase self-awareness and guide
leaders in building inclusive experiences and environ-
ments for their people. The programme includes
a self-assessment and comparison with the team’s
experience, a workshop to explore the findings
and a plan of action. It will be assessed, developed,
and expanded in 2024.

Frameworks, partnerships and standards

¢ Global Diverse, Equity and Inclusion Benchmarks
(GDEIB)

Equal by 30

Diversity Charter

MittLiv

L]
L]
L]
e Unicus
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“Licence to Hire”, a dynamic and immersive eLearning
programme, will be rolled out to the organisation,
becoming a priority for managers and recruiters in
2024.The initiative is based on the findings from the
empirical study “Collaboration for Inclusive
Recruitment”.

A D&l calendar of activities, supported by a D&l
roadmap to recognise and celebrate diversity across
Vattenfall and beyond will be the foundation for activi-
ties during 2024.

An employee engagement and advocacy pro-
gramme enabling employees to have a voice as allies
and advocates for diversity, equity, and inclusion, to be
piloted during 2024.

Vattenfall Fellowship, a programme to support
employees approaching retirement.

Vattenfall signs, a sign language learning pro-
gramme that delivers greater accessibility to Vattenfall
for the hearing impaired.

Governance

Vattenfall's new D&l Director and country leads are
responsible for the strategy and corresponding work.
They report to the Chief D&l Officer which is a two year
rotating role within the Executive Group Management.

Read more
[2 Diversity and Inclusion - Vattenfall

Keti Koti

Marking the 150th anniversary of the abolition of slavery on Keti Koti, a day of reflection
and celebration, the Diverse Energy Network Netherlands hosted several events. Nota-
bly, the Keti Koti event on 6 July featured a historical film, panel discussion, and insights
from our new D&l Director. This initiative emphasised a commitment to fostering con-
nections among employees as well as to external actors in driving diversity and inclu-
sion forward at the company as well as in society at large. Additionally, Vattenfall part-
nered with OSCAM for an art exhibition and served Surinamese-Antillean lunches for a
week, promoting cultural awareness and unity. These activities both honoured the past
and promoted freedom, equality, and solidarity in our community.

[AA Read more here
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Compensation, trainin

Attractive compensation and benefit offerings, along with engaging learning and
development opportunities are vital. We need to retain and nurture people with the
right capabilities to successfully execute Vattenfall’'s strategy. In a rapidly changing

world, it is paramount to continuously enhance and develop the skills of our
employees to stay relevant and accelerate the energy transition.

Employee key ratios’

We have gathered key employee ratios to understand Vattenfall's workforce. Employee numbers refer to full time employees (FTE)

and are reported as a snapshot at year end 2023.

No. of employees Women Men -29 30-49 50-
Managers 2,309 31% 69% 1% 60% 39%
Country
Sweden 10,509 30% 70% 12% 50% 38%
Finland 84 59% 41% 13% 61% 26%
Denmark 626 26% 74% 9% 61% 29%
Germany 4976 27% 73% 11% 53% 36%
Netherlands 3,909 27% 73% 13% 52% 35%
UK 466 30% 70% 11% 73% 16%
Poland 377 30% 70% 18% 78% 5%
France 48 48% 52% 15% 69% 17%
Norway 1 100% 0% 100%
Total 20,995 29% 71% 12% 53% 35%
Of which, part-time 1,535 15% 4%
Of which, temporary 902 4% 4%
! Gender composition of the Board of Directors is 27% female, 73% male. See page 106-107 for details
Part time Temporary
Country
Sweden 2.9% 1.8%
Finland 2.0% 7.2%
Denmark 0.8% 1.8%
Germany 6.8% 2.7%
Netherlands 22.0% 13.5%
UK 3.1% 0.9%
Poland 1.2% 8.6%
France 0.0% 0.0%
Norway 0.0% 0.0%
Total 7.3% 4.3%

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

g and development "

Ambitions, targets and key metrics

Vattenfall does not have dedicated targets, but our
ambition is to enable our people to learn continuously.
Notably, 100 per cent of our employees are included in
an annual mandatory training such as Code of Conduct
and Integrity but also job-specific trainings. In 2023,
we have 211,000 hours in total on internally facilitated
trainings, organised on group level. Externally facili-
tated trainings and department specific trainings are
not included in this number.

Activities in 2023

Vattenfall created development and career paths to
help our people grow personally and professionally,
and show them which learnings and trainings can
help them improve their competences and skills. By
accessing our free learning programs and knowledge
libraries, employees are empowered to prepare for
future roles and develop technical, digital, interper-
sonal or sustainability skills.

This is linked to our efforts to develop our Perfor-
mance Management process to build a culture of con-
tinuous development and feedback that empowers
individuals and teams to reach their full potential. In
2023, this process included about 12,500 employees'.
For senior executives (N-1- N-2), we piloted a “People
Conference” concept focusing on tying individual
development potential and aspiration to specific
business challenges and Vattenfall's objectives.

Additionally, Vattenfall has investigated ways to
make it more transparent and easier to see which
trainings are mandatory and recommended for differ-
ent roles in the organisation, linked to development
paths and available onboarding/training programs.

'DEGENT WORK AND

Mandatory e-learnings and trainings are on topics like
code of conduct, but can also be role-specific such as
electrical safety.

To realise our strategy, upskilling and reskilling
programs have been initiated on new or critical topics
such as pumped hydro, small modular reactors,
electrical engineering, leadership, and IT. As an example,
Vattenfall's IT department organised three “skills
weeks” full of inspiration and training sessions on the
topics of data engineering and science, IT security and
collaboration & communication

Complementing this effort to up- and reskill, we
launched the “future academy” in January 2023; itis a
platform for employees to develop universal skills, such
as interpersonal, digital, cognitive skills to be consumed
in the flow of work: bite-sized and available on-the-go in
podcast, blog/article or video format.

To ensure Vattenfall's compensation remains in line
with the market, we have focused on understanding
industry benchmarks and analytics. Specifically, we
investigated compensation for scarce and critical
competencies and made adjustments to the com-
pensation packages to make them competitive and
attractive. In addition, a particular focus has been
placed on the gender pay gap analysis, as Vattenfall
strives to ensure paying equally for skill and perfor-
mance regardless of who you are. The analysis indi-
cates a positive trend when it comes to closing any
gender pay gaps within the Vattenfall Group.

Also, the central Learning & Development (L&D)
organisation that supports learning and development
across the Vattenfall Group has been restructured to
break silos and make high-quality learning experi-
ences accessible for all.

1 In Germany, select departments and some subsidiaries have separate and local processes.
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Challenges and planned activities

Vattenfall's work in remote locations requires presence
of competences in those rural areas, which is hard to
find and organise. Hence, continuation of upskilling
and reskilling programs for people in rural areas will be
essential to develop competences needed for work on
the grid and power plants in remote locations.

Also, results from exit interviews show that 28 per
cent of employees leaving Vattenfall refer to limited
career development opportunities. Thus, we will need
to continue developing our performance and develop-
ment approaches in the upcoming year.

Furthermore, we believe that a healthly feedback
culture is essential for Vattenfall’'s cross-generational
workforce and thus, we will continue to pilot initiatives
to improve feedback culture in teams.

Additionally, we will diversify learning formats using
podcasts, blog posts, webinars, vlogs, etc. and offering
multilingual content to meet learners’ preferences,
spur engagement and to be more inclusive.

Vattenfall's specialist roles require long learning jour-
neys before mastering all aspects of the role. There-
fore, we intend, through in-house experts, to create
continuous knowledge and competencies transfer in
the workforce. Moreover, specific learning academies

Frameworks, partnerships and standards
e Talent25

o Hogskolan Vast

e Stockholm School of Economics

e KSU
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will be implemented to drive learning across the organ-
isation on strategic topics such as leadership, digital
skills, project management and new technologies
such as generative artificial intelligence.

Vattenfall will continue to focus on our strengths
and improvement areas to become one of the most
attractive employersin the countries where we oper-
ate, and to secure Vattenfall's future workforce, growth,
and continued success.

Also, a common framework for organisational levels,
scopes of work, and growth paths will be developed,
which will further support our work towards ensuring
and harmonising competitive and fair compensation
throughout the organisation.

Governance

Compensation is managed within the Compensation
& Benefits department, headed by the Director of
Compensation & Benefits and supported by a team
of specialists.

Training and development resides with the newly
installed Learning and Development Director who
closely collaborates with the learning specialists
distributed across Vattenfall’'s business areas.

Vattenfall’'s remuneration philosophy

Vattenfall aims to attract and retain a talented and skilled workforce. Vattenfall also strives for
equal pay for competence and performance, and to drive an engaging culture that will secure the
critical know-how and talent in a competitive market. Vattenfall's remuneration policy outlines the
general guidelines for compensation programmes and benefits at Vattenfall and has been devel-
oped based on market benchmark and in line with the guidelines for Swedish state-owned com-
panies. Remuneration at Vattenfall aims to be fair and sustainable, while reflecting local labour
laws, collective labour agreements and the local market. It recognises individual performance
meeting Group objectives and rewards professional competence. Variable pay programmes
strengthen the connection between performance and reward and help attract, retain, and moti-
vate employees below the senior executive levell Remuneration at Vattenfall consists of a base
salary, short- or long-term variable incentives based on the individual’s and/or the company’s
performance, pension and other statutory or voluntary benefits in accordance with local law and
market conditions2in the countries where we operate.

Read more

[2 Awareness and learning - Vattenfall

[2 Integrity and education - Vattenfall

[2 Training at Ringhals - Vattenfall

[Z2 Policy for Swedish state owned companies
[2 Renumeration policy

1 The levels that are eligible for variable pay are outlined by the Swedish State Ownership Policy and Principles
for State-Owned Enterprises. See more on page 104.
2 This includes 98% of employees covered by collective bargaining agreements.
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Real Estate and Facility Management

Vattenfall's Real Estate and Facility Management (RE&FM) aims to develop
sustainable solutions for climate, biodiversity, and resource use, and provide

sustainable offices for employee wellbeing.

Ambitions, targets and key metrics

In line with Vattenfall's environmental policy and

strategy, RE&FM developed its sustainability roadmap

covering the following focus areas, illustrating the

direction towards creating sustainable offices:

e Energy - increasing energy efficiency, using
fossil-free energy

¢ Waste - reducing the total waste amount, increasing
reuse and recycling

e Water - reducing freshwater usage, reusing water
in offices

e Biodiversity - promoting biodiversity at offices

e Materials - increasing circularity of materials in real
estate constructions and facility services

* Supply chain - reducing CO2 emissions of pur-
chased goods and services, ensuring sustainable
requirements in contracts and tenders

¢ Wellbeing - increasing employee wellbeing in the
offices.
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Activities in 2023

Energy

Offices in Edinburgh, Penzance, Amsterdam, Zoeter-
woude, Weesp, Berlin implemented energy efficiency
measures, such as lighting, heating, cooling and tech-
nical sensors. While in the Nordics there was a focus
on installing solar panels, heat pumps, specifically in
Kiruna, Arjeplog, Arvidsjaur and Trollhattan, and we are
investigating energy management systems.

Waste
Vattenfall’'s larger offices have complete several waste
initiaitives such as switching to reusable cupsin the

Netherlands and bio-composting green waste in Berlin.

Furthermore, we have greater insight into inhouse
waste for Hexham and Edinburgh offices. In Vasteras
and Nykoéping, we are testing additional waste frac-
tions, new signage and wastebins as part of a pilot.

Water

Sustainable water usage has seen small, local and
continuous improvements at Vattenfall locations.
However, to drive large scale impact, we have initiated
water usage monitoring initiatives at several locations
in the Netherlands for advanced insights.

Materials

In 2023, Vattenfall focused on applying circular
principles when refurbishing and renovating offices.
As aresult, the Arnhem office reused approximately
85 per cent of the partition walls, glass cassettes and
doors, 90 per cent of the furniture and all IT equipment.
Meanwhile, the offices in Edinburgh and Penzance
received the highest SKA accolade for sustainability,
SKA Gold. Also, we introduced most environmental-
friendly paper available on the market and extended
usage of ecological, chemical-free cleaning products
in German offices

Wellbeing

To increase employee well-being through office
environments, Vattenfall has implemented the WELL
standard at the Berlin and Amsterdam offices, where
the buildings received WELL Platinum and Gold certifi-
cation, respectively. Berlin Sudkreuz was the first build-
ing in Germany to receive this high certification.

Biodiversity

Vattenfall concluded an investigation with an external
ecologist, of 122 properties in Sweden to prioritise

10 locations to develop biodiversity plans for further
inventory, measures and maintenance. Furthermore,
we implemented biodiversity enchancing measures
such as insect hotels, new native plants and trees for
birds, insects and pollinators at Ringhals power plant
and Zoeterwoude. In Berlin, we also created a green

Frameworks, partnerships and standards
¢ BREAAM-NL

¢ BREEAM-SE

e Ecolabel HafenCity (DGNB)

13 foov
E

roof at Berlin SUdkreuz, improved the “tiny forest”
concept, and promoted species-rich sward and wild-
flowers at several Berlin properties (see page 59).

Challenges and planned activities

Improving the availability and quality of data remains

a priority as it is key for reporting and target setting.

Hence, we started a project for automatised data

collection. Similarly, we will investigate poten-

tial CO2 emissions reduction in the real estate and facil-

ity supply chain. We continue to engage the landlords

of our leased offices to provide sustainable offices. For
example, we intend to undertake the following:

e Continue work to implement energy management in
the Nordics and further implement energy efficiency
measures in all countries

e Execute the final project phase to achieve our goal
of Zero Waste office in Amsterdam in 2025. Similar
initiatives are planned for Swedish locations

¢ |Investigate measuring water consumption and
initiate pilots on reducing water usage

e The planned office in Jokkmokk will be built in line
with BREEAM-SE Excellent. Opening of leased office
in Hamburg in 2024, aim for Ecolabel Hafencity
Platinum as well as WELL Core Gold certification.

Governance
The Focus areas were approved by the international
RE&FM team and the work is led by a dedicated team.

e SKA Rating
e WELL V2
e Zero Waste Certification
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Health and safety

Vattenfall's purpose to enable fossil freedom that drives society forward can only be
realised by operating in a safe, inspiring, and caring work environment for everyone
working at and for Vattenfall. Therefore, Health and Safety (H&S) is at the heart of
Vattenfall's strategy and a key component in running a sustainable business.

Types of injuries (LTI) - Employee

Ambitions, targets and key metrics

Vattenfall aims to achieve world-class H&S. World-
class H&S means being ranked in the top three, in
H&S performance and reporting, compared to our
competitors, using indicators to promote and monitor
H&S improvements and benchmarks.

Our long-term goal is zero accidents, injuries, or work-
related illnesses. Tragically in 2023, Vattenfall had one
work-related contractor fatality. Extensive investigations
are being conducted to gain insights into the causes and
to determine follow-up measures. It is of the utmost

LTIF internal employees 2018-2022

GOOD HEALTH
AND WELLBEING

A

importance that similar incidents are prevented in the
future. We have a robust process to learn from incidents.
Generally, incidents are followed up by a Root Cause
Analysis. Then, the insights are used to update H&S
procedures, such as continuous assessment and risk
identification processes, as well as to adapt training and
implement new preventive and corrective actions. Our
H&S policy states that work must stop, if an employee or
contractor is in danger. The hierarchy of controls is stated
in the Code of Conduct and Integrity and in Intelex for
managing risks.

LTIF - Lost Time Injury Frequency for employees

Sweden Germany Netherlands Total2
(o)
\ u Fracture 10 8% LTIF internal employees 19 19 05 15
, . 3%
B Bruise 14% 2023 Fatal accidents 0 o] 0] 0
[ Burn orscald, 15.8% High consequence LTI3 1 0 1 2
i 0,
= g:v‘:{"fgeéa;‘;”' puncture, 8.8% Total LTI 32 16 3 51
,5.3%
B Foreign body in eye or skin, 10.5% TRIF4 35 31 29 31
Amputation, 0.0% 2022 11 Severity rates 0.032 0022 0.040 0.029
1 0,
u yental o emotional chock. 0.0% Worked hours (million) 173 8.4 65 348
) .0%
External (contractors)
Fatal accidents 1 0] 0] 1
2021 17 High consequence LTI 1 ] ] 1
Total LTI 37 18 12 73
TRI 77 32 24 146
Types of injuries (LTI) - Contractors
2020 18 Sick leave per country
’ Men 2.4% 4.4% 37% 3.0%
Fracture, 32.1%

\ W Fracture 921% Women 36% 4.4% 5.8% 40%
B Bruise, 131% Total 2.7% 4.4% 4.2% 3.3%
B Burn or scald, 8.3%

l Cuts, laceration, puncture, 11.9% 2019 21
] Swelling, 1.9% 1 LTIF is expressed in terms of the number of lost time work injuries (per 1 million hours worked), i.e.,
B Foreign l;oa in eve or skin, 2.4% work-related accidents resulting in absences longer than one day, and accidents resulting in fatality.

A gt i y12°/y h e Pertains only to Vattenfall's employees.

mputation, 1.2% 5

B Mental or emotional chock, 1.2% 5 Includes Denmark and the UK.

Other. 71% A high consequence LTl is an LTI with an actual or expected absence of more than six months.

T ‘ ‘ ‘ ‘ ‘ ‘ 4 TRI(F): Total Recordable Incident (Frequency).
5 (Number of days lost due to injuries employees, LTI) x 1,000 / total hours worked. Fatality = 200 days
] 05 1.0 15 2.0 25
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In 2023, employees and contractors submitted a total
of 26,398 hazard reports of which the most common
types were “Exposed to high current,” “Electric arc,”
and “Fire/explosion.” Hazards are defined and docu-
mented in instructions. Risks are identified locally via
different risk assessment processes after investiga-
tions into incidents and hazard reporting.

The frequency of accidents leading to absences
from work (LTIF) increased by 35 per cent in 2023
from 1.1to 1.5 for employees. The number of workdays
of absence due to accidents among employees was
1,001.1n 2023, a total of 124 accidents that resulted in
absence from work were reported to Vattenfall. The
most common types of accidents included fractures,
strains, and bruises. During 2023, Vattenfall started
collecting hours worked by external workforce to calcu-
late the combined LTIF of 1.8.

Activities in 2023

In 2023, Vattenfall started implementing the company-
wide three-year H&S strategy with eleven objectives
within four focus areas.

1. Management accountability

During 2023, top management has been working
towards achieving the targets set to drive leadership
development and employee engagement in world-
class H&S by making personal safety leadership com-
mitments and conducting safety reviews. Thisis to
clearly demonstrate management’s commitment.
The CEO’s all Manager meetings and the Executive
Group Management meetings always have H&S on
the agenda. Furthermore, the CEO hosted the intro-
duction speech for Vattenfall's Mental Health month in
September. At the Vattenfall Supplier Summit 2023,
H&S had a prominent place in the event to emphasise
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Vattenfall's commitment to H&S and the request for
close B2B collaboration in thisimportant area.

2. Contractor H&S management

Vattenfall has a long-term ambition to strengthen the
H&S performance of contractors, extending our
approach beyond our corporate borders. In 2023,
Vattenfall formed six teams covering different themes
for H&S contractor management based on knowledge
gathered in 2022.

3. Healthy work environment

All employees at Vattenfall are covered by occupa-
tional health care. Training in occupational health and
safety is provided based on local work requirements.
Non-occupational medical and health care services
vary in different countries due to differences in legisla-
tion and social security systems. In 2023, several initia-
tives were initiated to develop a healthy work environ-
ment. For example, employees across Vattenfall
participated in the World Day for Safety and Health at
Work in April. This year the topic was Psychological
Safety. Teams gathered either physically or online to
discuss this topic in more detail, having watched the
inspiring pre-recorded lecture that was created for this
day. Additionally, Vattenfall has started working on a
group-wide standard against harassment.

4.H&S culture

Vattenfall's operations are potentially dangerous, but
accidents, incidents, injuries, and work-related ill-
nesses are preventable. We therefore encourage an
H&S culture where best practices are shared, and
active hazard reporting is used to detect and mitigate
serious hazards and risks before they result in inci-
dents. In 2022, Vattenfall commenced the rollout of

the Critical Control Management (CCM) programme
that has now been successfully piloted in our wind
business. Building on the insights gained during the
pilot, further rollout is underway across the business,
with the goal of making Vattenfall a fatality-free com-
pany. In addition, a new H&S Policy was approved dur-
ing 2023, based on three pillars; Be Safe, Take Care
and Speak up, to provide guidance for behaviour. The
roll-out of the new policy will be supported by commu-
nication activities during 2024.

Challenges and planned activities

During 2023, we saw an increase in electrical inci-
dents. Therefore, Vattenfall is taking several initiatives
to try to prevent future incidents. A thorough root
cause analysis of electrical incidents during the past
three years has been conducted to understand the
trends and to find keys to use going forward. The
Vattenfall Electrical Safety Team (VEST), consisting
of Business Area electrical safety experts, is being
formed with the aim to reduce incidents related to
electrical safety. Vattenfall has run cross-Business
Area workshops on electrical safety in the fatality
programme, CCM. Furthermore, a decision has been
taken to speed up the implementation of the CCM
programme during 2024.

Frameworks, partnerships and standards
e Frameworks: VGBE, WANO, IAEA, G+
and national standardisation organisations
e Standards: ISO 45001, ISO 31001, ISO 45003
¢ Partnerships: Bristol University

Another challenge Vattenfall is facing, is the rise in
work-related illness. As an outcome of the Insights
report, based on last year’s project to learn more about
how we work with and improve employee mental
health, work will be done to create a strategic plan,
including specific goals to be a part of the world-class
H&S strategy from 2025 onwards. A mental health
Best Practice Forum is also being started for sharing
successful tools and working methods across Busi-
ness Areas. Other activities towards addressing work-
related iliness are; various health apps are being
piloted in different countries to evaluate if they should
be introduced, employees are being trained as Mental
Health First Aiders to provide initial support for col-
leagues experiencing signs of mental health issues,
and the training module “Supporting colleagues with
mental health issues” for managers will also be made
available to employees.

Governance

Accountability lies with our Head of People and Cul-
ture and CEO. Depending on scope and budget, H&S
decisions are approved by the H&S Leadership team
lead by Vice President H&S, H&S steering comittee,
and EGM.

Read more

[2 Code of Conduct and Integrity
[Z2 H&S Policy
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ax

Vattenfall regards taxes as an important component in our commitment to
grow sustainably, responsibly, and in a socially inclusive way. Taxes are handled
in a compliant and efficient way. We aim for increased tax transparency.

Total taxes paid by country’

Tax history, by country?2

SEK million Sweden Germany Netherlands Other Total
2023 4,388 4,325 -145 912 9,480
2022 2,155 1,290 2,069 3,294 8808
2021 6,002 2511 1,221 748 10482
2020 4,203 1,814 453 229 6,699

1 The historical data has been adjusted to clarify actual taxes paid strictly in a given year

compared to previously published.

Total taxes paid, by type2

Total taxes 2023 per tax type

SEK

9.5

billion

B Personnel-related taxes, 42%
Property taxes, 7%

B Income taxes, 49%
Other taxes, 2%

B Nuclear taxes, 0%

SEK million Sweden Germany Netherlands UK Denmark Finland France = Norway Poland Total
Personnel-related taxes! 2,627 828 417 52 ] 3 34 1 37 3,999
Property taxes 475 30 24 90 ] 10 O O 0 629
Income taxes3 1,181 3,433 -604 313 207 138 27 o] 0 4,695
Other taxes 105 34 18 0 ] ] O O O 157
Nuclear taxes 0] ] 0 0 ] 0] O O 0 ]
Total taxes paid 4,388 4,325 -145 455 207 151 61 1 37 9,480

1 Including social security costs.
2 Tax payments +; refunds -

3 Does not include deferred taxes. The income taxes accrued in P/L amounts to SEK 3,115 million, see Note 13 to the consolidated accounts. The paid tax amounts are equal to
the paid tax in the cash flow statement and consist mainly of preliminary tax payments both also refunds and additional tax payments for previous years. The difference
between income taxes according to P/L are paid tax according to cash flow statement of 1,580 million SEK are mainly due to the additional income tax payment in Germany

made in 2023 related to 2022 very high taxable income.
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Ambitions, targets and key metrics

Vattenfall has submitted its country-by-country report-
ing for 2023 required by law in all of the countries
where Vattenfall operates. The Tax policy focuses on
compliance and efficiency. Vattenfall aims for an open
and transparent relationship with the tax authorities
and to be transparent towards other external stake-
holders. When possible, Vattenfall enters into country-
specific tax-enhanced relationship systems, with the
benefits conferred of having a direct contact in the
local tax authority, higher tax certainty, and no tax audit
risks or exposures.

Vattenfall's business generates considerable tax
revenue for the national, regional, and local authorities
in the countries we work. In addition to corporate
income tax, Vattenfall pays operational taxes on produc-
tion, employment, and property. Total taxes reported in
Vattenfall'sincome statement for 2023 amounted to
SEK 9.5 billion where of corporate income taxes SEK 3.1
billion. Vattenfall's effective tax rate in 2023 was 35.9
per cent, expressed as a per centage of consolidated
profit before tax. This corresponds to SEK 5.8 billion.

Activities in 2023

Vattenfall has confirmed, and the Board of Directors

have approved, the Tax Policy in December 2023. We

do not conduct any aggressive tax planning activities
nor have any business activities in countries listed as
tax havens. Vattenfall supports the trend towards more
tax-transparency and thus participates in various rel-
evant projects and networks, such as:

e The Fair Tax Mark, an independent verification that
demonstrates our commitment to responsible tax
conduct

e The CSR Europe initiative for Responsible Tax includ-
ing a development of a collaborative platform with tool

and index to assess how companies perform in terms
of tax transparency and responsible tax behaviour

e Within Tax Executive Council, Vattenfall has partici-
pated in the further development of the “Good tax
governance in practise” document.

Challenges and planned activities

e Apply for re-accreditation of the Fair Tax Mark

e Launch of the CSR Europe initiative for Responsible
Tax including a development of a collaborative plat-
form with tool and index

e Update and approve Vattenfall's Tax Policy to ensure
Vattenfall remains at the forefront of responsible tax
conduct.

Governance

The Group and Country Tax functions ensure that the
Group's business activities are conducted proactively
and in accordance with laws and regulations, i.e,in a
responsible manner. The Group Tax function reports to
the Board of Directors and Audit Committee regarding
tax policy matters and provides updates on tax regula-
tions. The Audit Committee receives quarterly updates
on the tax position of the Group. Vattenfall's tax policy
is approved by the Board of Directors on a yearly basis.

Frameworks, partnerships and standards
e European Union’s public
Country-by-Country Reporting (CBCR) Directive
e the Fair Tax Mark accreditation
e Dutch Tax Covenant model and framework

Read more
[Z Tax policy - Vattenfall
- See Note 13 to the consolidated accounts,
Income taxes, for more financial tax related information.
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A multi-stakeholder approach
to sustainable supply chains

Addressingrisksin
renewable energy
supply chains

The International Responsible Business Conduct (RBC) Agreement for
the Renewable Energy Sector brings together businesses, civil society
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organisations, trade unions, knowledge institutions, and the Dutch
government with the aim of promoting responsible business conduct.

Itis Vattenfall's purpose to enable the fossil
freedom that drives society forward, and this
includes a responsibility to identify, prevent,
mitigate and remedy potential and actual
adverse impact on people, the environment,
and biodiversity in our supply chains.

Wind turbines and solar panels are reliant
on minerals whose extraction is associated
with adverse impacts on local communities,
deforestation, and the loss of natural habi-
tats. They are also associated with risks
such as forced labour and unsafe working
conditions.

To demonstrate our commitment to address
these risks, Vattenfall in March 2023 signed
the five-year International RBC Agreement
for the Renewable Energy Sector - a Dutch
multi-stakeholder initiative applying RBC
standards such as the UN Guiding Principles
on Business and Human Rights and the
OECD Due Diligence Guidance for Respon-
sible Business.
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Vattenfall is playing a key role

The International RBC agreements are voluntary, and
the sectors initiate dialogues with civil society, trade
unions, and the Dutch government, to generate broad
support. For the energy transition to be just for both
workers and local communities, changes need to
happen “everywhere, all at once” - and no company
can tackle these challenges alone. That is why
Vattenfall played a key role in the development of the
International RBC Agreement for the Renewable
Energy Sector.

“Vattenfall took part in the very first meeting and
kept pushing to get the initiative agreed upon by rel-
evant parties,” says Arjan Pouw, Senior Sustainability
Advisor and Vattenfall’s representative in the steering
committee. “We did this, because we believe collabo-
ration is key to addressing our most salient risks (see
page 66), and because of the added value of a multi-
stakeholder approach.”

The agreement brings together a wealth of knowl-
edge and perspectives with its 30 renewable energy
companies, three banks, investors or pension funds,
four industry organisations, three civil society organi-
sations, two trade unions, and one knowledge institu-
tion - in addition to the Dutch government.,

“The decision to sign the International RBC Agree-
ment in the Netherlands goes well with Vattenfall's
policies and ongoing work in the field of human rights,”
says Helene Bistrom, Head of Business Area Wind.
“Ambitious plans to increase renewable energy
sources in Europe must go hand-in-hand with respon-
sible procurement throughout the supply chain.”

Principle of continuous improvement

All companies in the agreement will be assessed
yearly by the agreement’s secretariat on their imple-
mentation of the six due diligence steps in the OECD
Due Diligence Guidance. To enable this assessment,
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“Ambitious plans to increase renewable
energy sources in Europe must

go hand-in-hand with responsible
procurement throughout the supply

chain’”
Helene Bistrom, Head of Business Area Wind

including a traffic-light score, the parties have devel-
oped an assessment framework.

The first assessments, which will be conducted in
March 2024, will serve as the baseline for measuring
progress. Within two months of these assessments,
the companies will share their due diligence action
plans with concrete enhancement targets. Underlying
it all is the principle of continuous improvement, which
is fundamental to due diligence.

Vattenfall and the other companies will, moreover,
be supported in their due diligence by the civil society
organisations, trade unions, and knowledge institution
in the agreement. These parties will provide country
specific information, engage on the most salient risks,
as well as on the integration of marginalised groups -
such as women, children, migrant workers, indigenous
peoples, and human rights defenders - in due dili-
gence. And in an era where mandatory human rights
due diligence laws are being announced and adopted
at a rapid pace, the role of multi-stakeholder initiatives
such as the International RBC Agreement in develop-
ing standards through an inclusive and engaged
approach, is critical in defining the principles against
which companies will be assessed.

Business critical human rights and

environmental due diligence

Many companies have joined the agreement since the
kick-off, spurred in part by the key factor that makes

this initiative so much stronger than many others.
To ensure that companies participating in renewable
energy tenders conduct human rights and environ-
mental due diligence, the Dutch government has tied
its tender criteria to the International RBC Agreement.
Participation in the agreement is not a requirement
as such, since the companies may meet the criteria by
showing that they are participants in an equivalent
initiative or by demonstrating that they are conducting
the equivalent due diligence, but the tenders provide a
strong incentive to join. And being able to show that
you are conducting due diligence is business critical.

“..inan era where mandatory human
rights due diligence laws are being
announced and adopted at a rapid
pace, the role of multi-stakeholder
initiatives such as the International RBC
Agreement in developing standards
through an inclusive and engaged
approach, is critical...”

Engaging with voices on the ground
The parties to the agreement also aim to address
adverse impacts in renewable energy supply chains by
developing and implementing so called collective pro-
jects. These projects are founded in the parties’com-
mitment to engage with voices on the ground - includ-
ing workers, local communities, indigenous peoples,
environmental interest groups, human rights and
environmental defenders, civil society organisations,
community-based organisations, and customers.
Several collective projects in mining contexts in
both Asia and Latin America are under discussion,

and the parties are also looking into how to engage
with rights-holders and drive impact in relation to the
risks of Uyghur forced labour in renewable energy
supply chains. In addition to this, the parties are
working on increasing the traceability of primarily
their steel and copper supply chains.

“[Collective] projects are founded in the
parties’ commitment to engage with
voices on the ground.”

Enhanced transparency

The parties to the agreement are furthermore working
towards enhanced transparency of the renewable
energy sector as such.

Helene Bistrom concludes: “At Vattenfall, we look
forward to bringing this transparency into action and
to improving the due diligence of the sector together
with our partners in the agreement. It is by working
together that we increase our leverage and create
positive impact”
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06 Risk Management

Enterprise Risk Management

The purpose of Enterprise Risk Management (ERM) is to manage risks to which Vattenfall is exposed in order to support
value creation, ensure risk awareness, and balance risk against reward. ERM at Vattenfall involves analysing and monitoring
all types of risks. It is based on the risk management standards of the Committee of Sponsoring, Organisations of the

Treadway Commission (COSO) and the “three lines” model. Learn more on page 102.

ERM process
Strategy &
Objective Setting
/ \ o
Control Identification
Activities

Reporting &
Communication

Risk

Risk Assessment
Response

Risk Tolerance
Setting
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Strategy & Objective Setting
What are we trying to achieve?

Event Identification
What might affect the achievement of
Vattenfall's strategy and objectives?

Risk Assessment
Which of these events are the most important?

Risk Tolerance Setting
What level of risk is acceptable?

Risk Response
What should we do about it?

Control Activities
Did it work?

Reporting & Communication
What is the status?
Who needs to know about it?

The objectives for each business unit are based on
Vattenfall's strategy and are established during the busi-
ness planning process. When setting these objectives,
risks that might hinder their achievement are identified. In
our risk management process, risks are quantified and ana-
lysed with respect to both financial and non-financial con-
sequences. These risks are then assessed against our risk
tolerance, and decisions are made regarding suitable risk
measures. Furthermore, each business unit’'s most impor-
tant risks and risk management measures are followed up
as part of the financial monitoring. After aggregating the
risks, a composite overview of our risk situation is pro-
duced. The potential financial impacts are linked to finan-
cial key data that are used for the steering of the company.
Information is provided on a regular basis to the Executive
Group Management and the Board of Directors.

Our approach to sustainability risks

Environmental, social and governance (ESG) risks have always
been part of enterprise risk management (ERM) at Vattenfall. While
they were handled within our usual ERM approach, they have not
been highlighted separately so far. The ESG risks belong to the
category of sustainability risks and Vattenfall is currently verifying
further enhancement possibilities for the reporting of sustain-
ability risk, also to be compliant with the upcoming requirements
regarding the Corporate Sustainability Reporting Directive (CSRD)
(also see page 52). Furthermore, this investigation also offers
further improvement possibilities related to the management of
sustainability-related risks and opportunities in our strategy and
governance processes
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Overview of strategic and operationalrisks

The graph outlines key risks split by strategic focus area and the time horizon Risks related to Trend'
for when each risk might start to have an impact on Vattenfall. Driving decarbonisation with our customers and partners
1 Loss of market share and customers >
2 Insufficient regulatory framework to stimulate our (industrial) customers to decarbonise fast enough A
3 Risk that technologies to decarbonise with hydrogen or electricity do not reach competitiveness >
4 Customers not being able to pay their invoices/going bankrupt A
7 Connecting and optimising the energy system
5 Inability to ensure satisfactory §ecurity of supply du_e Fo grid cap?city constraints, extreme weather A
conditions or delays in permitting processes for building new grids
6 Risk of continued regulatory instability (distribution revenue frames in Sweden) ->
7 Risk of i'nability to agapt appropriately.tq new techr)ologies, in(;l. process automatisation to adapt to the S
increasing share of intermittent electricity generation and flexible demand
Securing afossil-free energy supply
8 Political risks such as changes in energy market design A
9 Risk of reduction of electricity consumption due to macroeconomic downturn A
10 Investments in renewables without subsidies add long-term market risk ->
2 1 Risk of not being able to expand the fossil-free generation due to slow permit processes ->
i 12 Rislf of not being ?ble to expar_wd the fossil-free asset portfolio because of high competition for new A
/ projects from a wide range of investors from other sectors
I 13 Economic feasibility of projects being under pressure because of surging prices for input material A
I and procurement risk
! Risk of not reaching growth targets (e.g. in solar business) due to sustainability risks in the supply chain, >
e.g. suppliers failing in sustainability screening

14 14

/ 15
/ 16

/ 17
7 18

A 23

< 3years
)Y

e 19
S o - 20
21
22

Delivering high-performing operations

Operational asset risks (power availability, dam failure, hazardous emissions, physical climate change risks)
Political risks, including sustainability and climate-related regulations

Project execution risk because of high number of large projects

Security risks including cyber risks, as well as physical security risks

Risk of data and privacy breaches

Risk of fraud and unethical conduct could also harm brand or lead to loss of our licence to operate

Ethical and security risks from adoption of generative artificial intelligence

Gas shortage risk for combined heat and power production

NI NI NY

> 3 years

23
24

1 Arrows indicate how the probability and/or impact for Vattenfall developed during the year. ==

Empowering our people

Inability to secure the competence needed
Work environment risks (accidents, incidents, mental health)

Pandemic risk

¥ N
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Strategic and operationalrisks

The Vattenfall strategy wheel illustrates our integrated business model

and what is needed to succeed with our strategy. Learn more on page 16.

Connecting
and optimising

the energy
system
Driving .
A Securing
decs\:i%? gljra tion a fossil-free
customers and To enable the energfy
partners fossil freedom supply
thatdrives
society forward
Empowerin Delivering
p 9 high-performing
our people ;
operations
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With the current geopolitical environment and the
economic development and outlook in Europe, the
energy market situation is challenging. This is ampli-
fied by high inflation levels and strained supply chains,
especially affecting the offshore wind sector. During
2023, energy prices came down compared to 2022,
but market volatility continues to be at relatively high
levels. Our risk/return profile is changing with the
ongoing growth in intermittent renewable generation
and continuous changes in the energy market struc-
ture (e.g. decentralisation, electrification, and sector
coupling), as well as with changes in energy policies
in general. Furthermore, competition for new projects
increased with a wider range of potential investors
entering the market from outside of the traditional
utilities sector.

It is widely known that much more investmentsin
fossil-free power generation, distribution, storage as
well as energy management systems are essential for
the European energy transition. Thus, these develop-
ments present not only risks but also opportunities,
which influence both our operational and strategic
activities. In this chapter we focus on the risk dimen-
sion. Long-term market price risk remains one of our
largest risks (our risk management regarding short-
and mid-term market price risks is described on page
92). The relative importance of market price risks is
increasing for Vattenfall because of the significant
changes in subsidy schemes - especially evident
within offshore wind. To mitigate this risk, we are seek-
ing to strike an optimal long-term balance between the

various portfolio components. We believe that our inte-
grated business model offers a diversified risk profile,
as value can shift from a business unit in one part of
the value chain to another over time. In addition, the
combination of power generation and customer sales
offers a natural hedge. Furthermore, some of our
revenues come from stable, regulated activities, such
as electricity distribution, which improves the overall
risk picture even further.

Vattenfall has installed a robust governance to cre-
ate transparency on potential risk situations at an early
stage and taking suitable measures to deal with them.
There is therefore no recognisable threat to the com-
pany’s existence in 2024.

In the below sections, we have highlighted key risks
and related actions per strategic focus area. The main
risks are presented as well as how they are managed.
Arrows indicate how the risk for Vattenfall developed
during the year. Many of the risks are directly interre-
lated with corresponding opportunities. For example,
a failure to decarbonise our asset portfolio at the pace
required by our stakeholders is a risk that might result
in loss of customers. But a successful asset trans-
formation, on the other hand, could be a competitive
advantage as it will strengthen our reputation as a
decarbonisation partner.

86



06 Risk Management

x / Risks related to driving decarbonisation with our customers and partners
x/‘i\ — We promote electrification and climate-smart energy solutions in areas where

| we have a competitive advantage. We do this together with our customers

and partners.

Risks

- Loss of market share and cus-
tomers because of inability to
meet expectations of custom-
ers and partners (for example
inability to develop and provide
sufficient solutions to support
decarbonisation efforts)

2 Risk of insufficient regulatory
framework to stimulate our
(industrial) customers to
decarbonise fast enough

- Risk that technologies to
decarbonise with hydrogen
or electricity do not reach
competitiveness

2 Risk of customers unable to
pay their invoices or even
going bankrupt because of
significantly higher pricesin
the energy market.
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Risk management activities in 2023

¢ Reducing our cost-to-serve and
maintain economies of scale
through digitalisation and by grow-
ing our customer sales business

e Supply large customers with
renewable energy and support
them in achieving their sustainabil-
ity goals. For example, Hollandse
Kust Zuid wind farm has been
inaugurated in 2023, part of the
wind farm has been sold in 2022
to BASF and Allianz. Vattenfall is
also offering corporate Power
Purchase Agreements (PPAs)
(see page 41)

e Partnering with industries to elec-
trify and decarbonise industrial
processes, for example HYBRIT,
production of sustainable biofuel
in collaboration with Preem and
sustainable aviation fuel together
with Shell, LanzaTech, and SAS
(see pages11and 31)

e Contribute to the phase out of fos-
sil fuels in the entire transport sec-
tor by using our fossil-free electric-
ity and developing charging
infrastructure. For example, the
wind energy agreement with Volvo
that will buy half of the electricity
produced at Bruzaholm wind farm
over a10-year period starting in
2025 (see page 22)

e Developing energy solutions, such
as charging solutions (see page 36)

e Expansion in e-mobility charging
solutions in Germany and the
Netherlands (see page 37). For
example, Vattenfall ensures effi-
cient operation and regular main-
tenance for the Lufthansain
Germany. Furthermore, an agree-
ment was signed to establish
publicly accessible charging infra-
structure of Berlinovo’s (major real-
estate company in Berlin)
properties

Piloting alternative heating solu-
tions, such as high-temperature
heat pumps. For example, a new
heat pump was launched in the
Netherlands in November 2022
(see page 38)

Acquisition of two German installa-
tion companies to secure sales of
complete offerings for heat pumps
and photovoltaic systems

Development of a software to
support holistic CO2 management
for business customers to enable
them to measure and report CO2
emissions and to identify CO2
reduction measures

Utilisation of Al in Gustavsberg,
Sweden, to improve the energy
efficiency of buildings

Expanded customer base and net-
work for district heating. Further-
more, a heat network in Bristol was
acquired that will be expanded,
also new networks will be devel-
oped there

See also the section Credit Risk
below (see page 94).
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[ | theenergysystem

Risks related to connecting and optimising

We are focusing on maximising the value of flexibility

and promoting a stable and cost-efficient grid

infrastructure.

Risks

7 Inability to ensure satisfactory
security of supply because
of grid capacity constraints,
extreme weather conditions, or
delays in permitting processes
for building new grids

- Risk of continued regulatory
instability regarding the revenue
frames for electricity distribution
in Sweden (see pages 29 and 44)

- Risk of inability to adapt appro-
priately to new technologies,
including process automatisa-
tion to adapt to the increasing
share of intermittent electricity
generation and flexible demand.
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Risk management activities in 2023

e Development of smart solutions that

can reduce the frequency and duration
of outages and enable customers to
monitor and control their energy
consumption

Implementation of load steering and
new tariffs that support flexibility

Complementary solutions such as
Power-as-a-Service help bridging the
gap until new infrastructure is in place
(see page 44)

In Amsterdam, we have a large project,
Flexpower, where we are among the
first in Europe that provide a service
where the charging power varies
depending on the grid situation and -
in the future - current price levels

Influencing work related to changing
regulation to speed up permitting
processes (see pages 29 and 44)

Further development and implementa-
tion of algorithms for physical planning,
optimisation, and dispatch areas to
support management of flexibility (see
page 44).

\/ Risks related to securing a fossil-free energy supply
L Ourfocusison growing in new fossil-free energy generation, maximising

\. Y

Risks

2 Political risks such as
changes in energy market
design due to challengesin
the energy market caused by
networks stressed by
increasing intermittent gen-
eration and potentially
increasing costs of electricity

7 Risk of reduction of electricity
consumption due to macro-
economic downturn

- Investmentsinrenewables
without subsidies add long-
term market risk

- Risk of not being able to
expand the fossil-free genera-
tion as planned because of
slow permit processes and
difficulty in securing permits
due to biodiversity impacts

2 Risk of not being able to
expand our fossil-free asset
portfolio as planned because
of high competition for new
projects from a wide range of
investors from other sectors

2 Economic feasibility of
projects under pressure
because of surging prices for
input material and procure-
ment risk, incl. risk of increas-
ing competition for critical
and low carbon materials for
construction of fossil-free
assets

- Risk of not reaching growth

targets (e.g. in the solar busi-
ness) due to sustainability
risks in the supply chain, such
as suppliers failing in sustain-
ability screening.

the value of our existing assets and implementing our CO2 roadmap.

Risk management activities in 2023

e CO2 emissions from our suppli- o
ers to be cut by half from 2020
to 2030 in the capital goods
category (see page 56) and .
sustainability criteria to be used
for tenders (see page 69)

e CPPAs and LTAs toreduce
medium and long term market
risk (see page 92) as well as .
strong focus on high-performing
operations (see section below)

e Vattenfall exercised its right
to develop the Nordlicht Il
offshore wind power project
off the German North Sea coast
(see page 42)

¢ |nvestment in technologies
such as solar power and battery
storage as well as new business
models e.g. agrivoltaics

¢ |nvestigating possibilities of
deploying Small Modular Reac-
tor technology (see page 26)

Influencing work addressing
the need for shorter permitting
processes (see page 29)

Further decarbonisation of Heat
Berlin by a high-temperature
heat pump at Potsdamer Platz
and Germany'’s largest heat stor-
age at Reuter West

Continued improvements of
sustainability performance,
including human rights action
plan, environmental action plan,
and sustainable supply chain
roadmap (see pages 59, 66,
and 71)

To ensure diversification of

the supply chain and availability
of resources, we cooperate
with suppliers and peers e.g.
through First Movers’ Coalition
(see page 10).
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\ / . Risksrelated to delivering high-performing operations
[ L We arefocusing on being both competitive and cost effective, and leveraging opportunities in

Risks

9

Operational asset risks - such
as power availability, dam fail-
ure or environmentally hazard-
ous emissions - might have
material negative financial and
non-financial consequences.
This also includes risks attrib-
utable to climate change /
physical risks (see pages
90-91)

Political risks, including sus-
tainability and climate-related
regulations (e.g. CSRD and
LkSG)

Project execution risk because
of high number of large
projects

Security risks including cyber
risks, (e.g. phishing and espio-
nage), as well as physical
security risks

Risk of data and privacy
breaches
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Risk of fraud and unethical
conduct which could disrupt
operations and have negative
impact on people and environ-
ment. It could also harm our
brand, damage trust or lead to
the loss of our licence to
operate

Ethical and security risks stem-
ming from adoption of genera-
tive artificial intelligence
(GenAl)

Gas shortage risk for com-
bined heat and power
production.

Risk management activities in 2023

Monitoring of regulatory
changes and market develop-
ment trends as well as analysis
of short- and long-term impact

Monitoring and analysis of
stakeholder expectations and
proactive engagement and
activities

Management of operational
asset risks involves a systematic
inspection programme, continu-
ous control of plant conditions
and effective maintenance. New
methods for monitoring and
predictive maintenance are
being deployed, which further
improves our resilience to
disruptions

Applying and improving Busi-
ness Continuity Management
processes

New cyber security awareness
training mandatory to all
employees. We constantly moni-
tor cyber attacks, and work to
counter attacks and implement
safeguards.

Keeping Levelised Energy Cost
(LEC) competitive is a key focus

digitalisation. We are also taking social and environmental responsibility throughout our value chain.

Groupwide projects for the
implementation of risk manage-
ment and other processes for
new and upcoming sustain-
ability regulations

Internal instructions have been
formulated and roles and
responsibilities defined in
Vattenfall's Environmental
Management System and the
Code of Conduct for Suppliers
and partners

Work to increase awareness
and ensure compliance with the
Code of Conduct and Integrity,
for example through training
(see page 68)

We have formulated internal
instructions and defined roles
and responsibilities to effec-
tively manage secuirity risks and
to ensure compliance with the
various internal and external
security regulations

Defined standards to ensure
ethical and secure use through
the roll-out of an Acceptable.
Use of GenAl Systems Policy
across Vattenfall, centrally
steered piloting-initiatives, and
dedicated training of users.

\ ” Risksrelated to empowering our people

We are focusing on securing necessary competence
while improving the employee journey and providing

a safe work environment.

Risks

2 Inability to secure or retain
the competencies needed
to succeed in transforming
and building our business

-> Work environment risks
relating to accidents and
incidents as well as risks
regarding the mental health
of employees

N Pandemic risk.

Risk management activities in 2023

Attract new talent and competencies,
retain people with critical capabilities and
develop the skills of our employees (see
pages 24 and 75)

Diversity & Inclusion activities (see

page 73)

Annual employee survey conducted to
monitor key aspects from the employees’
perspective and contribute to guide the
development of Vattenfall as a workplace
(see page 73)

Offer a more flexible work situation and
adapt to changing work habits as well as
our employees’ needs (such as remote
working and smarter-working concepts)

Monitoring and controlling Health and
Safety risks are covered in the various risk
management systems of the respective
units. We perform thorough analyses of
past accidents and work to prevent future
issues (see pages 78-79)

Group-wide mental health programme
with seminars to increase awareness

Digital events for employees, covering
many areas of Vattenfall's operations,
climate ambitions, and business
opportunities.
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Climate-related risk management

With accelerating climate change, understanding and mitigating climate risks are
increasingly important - and climate aspects need to be factored in already in the

systems design to ensure security of supply.

Climate change affects our operations and activities
The changing climate affects Vattenfall both through
physical changes to the environment we operate in
and through the social changes associated with the
fossil-free transition. We are committed to our goal of
working for fossil-freedom while maintaining a strong
focus on adapting to change. This enables us to
ensure that we have a resilient business and that

we can act on future opportunities. Vattenfall has
assessed how the shift to a fossil-free world will impact
our operations and assets and aligned our strategy

to support a science-based target that limits global
warming to no more than 1.5°C. We support the dis-
closure of climate-related risks and opportunities in
accordance with recommendations of the Task Force
on Climate-related Financial Disclosures (TCFD), see
page 173.

Climate scenarios to understand and manage

risks and opportunities

Vattenfall has a clear focus on understanding risks
and opportunities relating to our projects, assets, and
working methods. Climate-related risks are risks that
are linked to the impacts of climate change on an orga-
nisation, which can be categorised into two groups:

Transition climate risks: Risks related to the transi-
tion to alow-carbon economy; examples of risk drivers
are changes in policy, regulation, technology, and cus-
tomer preferences.

Physical climate risks: Risks related to the physical
impacts of climate change. Physical climate risks can
be chronic - slow, longer-term shifts in climate pat-
terns, such as changes in mean temperature, annual
precipitation, or mean sea level, or sudden onsets of
risk events, such as storms, floods, and wildfires.
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Climate risks are explicitly included in our Enterprise
Risk Management process as well as taken into con-
sideration in investment decisions for all large long-
term projects and commitments.

Climate scenarios are potential representations of
the Earth'’s future climate and developed based on its
current observed state and on predictions of how
greenhouse gases concentrations in the atmosphere
will change as a result of future human activities.
Vattenfall has assessed physical climate risks consid-
ering climate scenarios - the so-called Representative
Concentration Pathways (RCP) - developed by the
Intergovernmental Panel on Climate Change (IPCC).
They portray potential future emissions scenarios and
the resulting solar radiative forcing by 2100. The RCP
4.5 and RCP 8.5 scenarios were chosen as they repre-
sent two different possible future outcomes, which
provide a relevant range for which different risks can
be assessed. See the table to the right for differences
between the scenarios.

During 2020-2021, an analysis was commissioned
of how key climate parameters such as temperatures,
wind speed, and precipitation are projected to change
according to different climate scenarios. These find-
ings further strengthen our work on climate scenario
analyses for our activities and markets. The projec-
tions were developed by the Swedish Meteorological
and Hydrological institute (SMHI).

The analysis spans the time period 2041-2070,
compared to the reference period 1971-2000 and
is focused on Northern Europe. The variation in out-
comes is wide and variable across the different mar-
kets, but generally the change is greater in the Nordic
region, and in inland regions compared to coastal
regions where the sea acts as a buffer.
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Intermediate climate scenario based on limited emis-
sions and with international climate policies, where the
global temperature increase stabilises at just below
2.0°C by 2100. Emissions peak around 2040 and then
decline.

2

e Population slightly below 9 billion by 2100

e Low agricultural land use due to increased yields
and lower meat production

¢ Extensive focus on reforestation

Assumptions

e Low energy intensity and powerful climate policies.

2

The average temperature and precipitation are
projected to increase, especially in the Nordic and in
winter. For Sweden and Finland, the average winter
temperature could increase by 2-5°C and the maxi-
mum daily rainfall by up to +20%. The snow season
will be shorter, and the spring flood more distributed.

Outcomes'

1 Refers to outcomes in Northern Europe.
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i RCP 8.5 Scenario (+4°C)

High-end scenario, where emissions continue to accel-
erate, and the temperature increase stabilises at just
below 4°C by 2100. Climate change projections based
on RCP 8.5 are typically more severe than under RCP
4.5 and can be used as a worst-case scenario.

2

¢ Population increase to 12 billion by 2100

¢ High methane emission and high agricultural land
use due to land needs for grazing and crops

¢ High dependence on fossil fuels

¢ High energy intensity, limited climate policies.

4

The average temperature and precipitation are projected
to increase and effects are more pronounced for the RCP
8.5 scenario. For Sweden and Finland, the average winter
temperature could increase by approximately 3-7°C, and
the maximum daily rainfall by up to +24%. Impacts on the
snow cover and spring flood are larger than for RCP 4.5.
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Climate-relatedrisks and opportunities

In 2022, a detailed analysis of climate risks was conducted to identify and assess material risks and
measures, covering all Vattenfall's business areas and both physical and transition risks. During 2023,
focus has been on updating and improving risk assessments through scenario analysis, and to improve

disclosures in alignment with requirements in the EU Taxonomy on assessing and reporting climate risks.

Physical risks - examples
Description

Extreme rainfall resulting in high river flows
Infrastructure damage from extreme
weather events

Warmer temperatures affecting heating
and cooling demand

Snow and ice formation problems affect-
ing infrastructure

Supply chain disruptions attributable to
climate change.

Transition risks - examples

Description

Loss of revenue when transitioning from
fossil to renewable asset portfolio

Inability to meet customer expectations
Stranded assets due to new demands
and requirements

Policy/regulatory developments misalign
with Vattenfall's strategy

Increased use of intermittent energy
sources e.g. wind and solar.
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Drivers: Temperature - Precipitation - Extreme weather « Wind « Fires

Potential consequences

Increased need for spilling water in hydro power
plants, risk of debris and landslides along rivers

Wind-felling of trees from reduced ground frost,
increased wildfire risk due to droughts

Reduced heating demand in winter, increased cooling
demand in summer

Increased snow/ice formation in the northern Nordic
region, reduced problems in the south

Increasing risk of supply chain disruptions from e.g.
water scarcity, storms, and flooding.

Mitigation measures

Adjusted regulation of flow, investments to increase
dam and spillway capacity

Continuous work to strengthen the electricity grid
and infrastructure, increased preparedness

Financial projections are managed as part of the
long-term market outlook and business planning

Continuous work to strengthen the electricity grid
and infrastructure, increased preparedness

Diversification of the supply chain; risk mapping;
and supplier dialogues on vulnerabilities

Drivers: Legal -« Market - Technology « Reputation « Policy

Potential consequences

Reduced profit

Loss of market share and/or customers

Financial consequences and brand damage

Financial consequences and brand damage

Impacts on operational planning, increased
need for balancing with other energy sources

Mitigation measures

Strategic road map for energy transition, including
new opportunities

Focus on delivering on strategy; providing sustainable
energy solutions; customer dialogues

Strategic road map for energy transition with
1.5°C—science-based target approach

Pro-active monitoring of policy and regulatory
developments; stakeholder dialogues

Investments in storage/batteries, flexible assets
and related commodities

Challenges

Climate change is already affecting
Vattenfall's assets and operations, and its
impacts are expected to increase. The over-
all conclusion of studies we have conducted
to date, is that we are well equipped to adapt
to a changing climate. For physical risks
impacting energy infrastructure or critical
functions, adaptation measures for manag-
ing risks are in place and work is continu-
ously ongoing to mitigate risks and reduce
vulnerability to external disruptions.

To a large extent this work is also driven
by today’s weather-related risks and the nat-
ural variability of physical parameters, such
as wind, flooding, droughts, or wildfires. The
changing climate means that, where rele-
vant, the margins and efforts are adjusted to
account for larger changes and variability.
This involves both adapting hydro power
dams to be able to manage larger future
flows; ensuring cooling solutions for exposed
infrastructure; and weather-proofing the
grid. It also means a sharper focus on
improving our understanding and resilience
through better forecasts for production plan-
ning and by strengthening our preparedness
for extreme weather events.

Planned activities and opportunities

There are also many opportunities linked to
the transition to a fossil-free society, such as
increased demand for renewable energy -
which is the main growth area for Vattenfall

- and opportunities for partnering with
industry to reduce climate impacts of materi-
als and processes. Vattenfall also has a large
share of hydro power, which is a valuable
asset for balancing the energy system (see

page 40) and we are investing in new stor-
age solutions such as batteries.

Vattenfall is monitoring climate change-
related research closely and is actively par-
ticipating in initiatives to further our under-
standing of consequences and adaptation
needs. We believe that understanding and
adapting corporate strategies to the chang-
ing business environment will be a prerequi-
site for remaining successful and resilient as
a company. It will also provide a competitive
edge to those who manage to capture the
opportunities linked to the transition. Going
forward, we are increasing focus on climate
risk assessment and ensuring our disclo-
sures are aligned with requirements accord-
ing to the Corporate Sustainability Reporting
Directive.

Peny Cymoedd wind farm and battery park
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Financialrisks

Marketrisk - commodities including electricity

Market risk for electricity and commodities refers to the risk of adverse changes
in electricity or commodity prices and is monitored daily. Market risk includes the
risk of a change in volumes, especially in the Nordic market where hydro power
production is highly dependent on precipitation.

Risk management activities

Through our asset ownership and sales activities,

we are exposed to electricity, fuel and CO2-emissions
allowance prices, which in turn are affected by numer-
ous factors, such as the global macroeconomic situa-
tion, local supply and demand as well as political deci-
sions. We are active in the wholesale trading market
and hedge our electricity position and fuel require-
ments through physical and financial forward con-
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tracts and long-term customer contracts. The latter
pertain to longer time horizons where there is no
liquidity in the futures market and stretch as far as
2035.
Most volumes are hedged for the beginning of the
time horizon, with declining volumes towards the end.
The Vattenfall Risk Committee (VRC) decides how
much of the generation should be hedged within
the mandate issued by the Board of Directors. Sales

volumes are to a large extent hedged back-to-back.
To measure electricity price risk, we use methods
such as Value at Risk (VaR) and Gross Margin at Risk
along with various stress tests.

Portfolio structure

With the current portfolio structure, the dominant
market risk exposure is coupled to Nordic nuclear and
hydro power generation. We generate a substantial
share of regulated revenue from electricity distribution
and heat as well as (partially) subsidised wind power,
which diversifies the risk exposure in our portfolio.
However, Vattenfall has price exposure between elec-
tricity and used fuel/emissions allowances on the con-
tinent. This has a lower risk profile than the outright
power exposure in the Nordic countries. Price risk for
uranium is limited, as uranium accounts for a relatively
small share of the total cost of nuclear power
generation.

Nordic market

Vattenfall uses hedging instruments to steer the
market price risk of the Nordic production portfolio,
which mainly consists of outright power positions from
nuclear, hydro, and wind generation. The table to the
right shows the average indicative Nordic hedge
prices and the estimated Nordic hedge ratio as per 29
December 2023. The hedge ratio does not represent
the share of hedged production volume but describes
the share of risk-reduction by hedging relative to an
unhedged portfolio. The hedge ratio is estimated
based on an internal risk management model that
uses simulations to reflect - in a realistic, interlinked
way - both future price risk and the volume risk associ-
ated with hydro power generation. The volume risk is
managed through analyses and forecasts based on

historical weather data, including factors such as
precipitation and snowmelt.

Continental markets

Similar to the Nordic market, Vattenfall uses hedging
instruments to manage the market price risk of the
continental electricity production. This portfolio mainly
consists of spread production (including power, gas,
coal, and emissions positions), price-indexed district
heating contracts as well as outright wind power
production and pumped hydro storage.

Ancillary trading

In addition to the market risk mentioned above, the
CEO has a risk mandate from the Board of Directors

to allow some discretionary risk taking and trading.
Most of our risk exposure in the ancillary trading port-
folio is based on market valuation (mark-to-market).

In cases where no market prices can be observed,
modelled prices are used (mark-to-model). Mark-to-
model positions arise mainly in asset and sales-related
portfolios (see Note 36 to the Consolidated accounts,
Financial instruments). Management of such valuation
models is strictly regulated, and approval is required
from the risk organisation before they may be used.

Average indicative Nordic hedge prices
and hedge ratio as per 29 December 2023

2024 2025 2026
Hedge prices, EUR/MWh 46 50 44
Hedge ratio, % 61 50 9
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Liquidity risk

Liquidity risk is the risk of Vattenfall not being able to finance short-term payment
commitments or its longer-term capital needs and arise if asset values at maturity

do not match liabilities and other derivatives.

Risk management activities

Access to capital and flexible financing solutions
is ensured through several types of debt issuance
programmes and credit facilities.

Short-term financing

The Group target for short-term accessibility to capital
is that funds corresponding to no less than 10 per cent
of consolidated net sales, or the equivalent of 90 days
stressed liquidity needs of the business (which-ever is
higher) shall be available. As per 31 December 2023,
available liquid assets and/or committed credit facilities
stood at 28 per cent (2022:102 per cent) of consoli-
dated net sales.

Interplay between Market [ Credit [ Liquidity Risk
Prices for electricity, fuels, and emissions fluctuate and
have always been variable over time. Due to the nature
of our core business activities, we are naturally exposed
to the resulting market risk. As described above, we
hedge via wholesale term-market contracts and long-
term customer contracts to reduce this market risk.
These contracts in turn increase credit risk as there is
arisk that these counterparties may not meet their obli-
gations to us. One common method to manage credit
risk is the use of collaterals (margin call agreements

for wholesale markets). While these are useful tools for
the mitigation of credit risk and required by exchanges,
itincreases liquidity risk. With changing prices the
amount of collateral that needs to be provided between
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Long-term financing

The maturity profile of our debt portfolio is shown in
the chart to the right.

Vattenfall is committed to maintaining financial stabil-
ity, which is reflected in the long-term targets for our
capital structure. On 6 July 2021, Moody’s affirmed
Vattenfall's long-term A3 and short-term P-2 ratings,
and its Baa2 rating for hybrid bonds. At the same time,
the rating outlook was revised from negative to stable.
On 26 November 2021, Standard & Poor’s affirmed
Vattenfall's long-term BBB+ rating and short-term A-2
rating as well as its BB+ rating for hybrid bonds. The
rating outlook was changed from postitive to stable on
15 December 2023.

During 2023, Vattenfall issued a GBP 250 million
hybrid bond with the first reset date after 5.25 years as
areplacement for the maturing USD 400 million
hybrid bond issued in 2015.

counterparties changes as well. In extreme market
price movements this can lead to instant large cash
outflows that need to be short term financed. On the
other hand, changing prices can also lead to extreme
cash inflows. These can put strain on counterparties
and even drive them into an own liquidity shortage
which subsequently translates back into a credit risk for
Vattenfall. Reducing credit and liquidity risks by lower
hedge activity, leads again to an increase in market
price risk. Thus, all three risks (market, credit and liquidity
risk) are interlinked and mutually dependent. The man-
agement of this triangle of market, credit and liquidity
risk requires an especially well-balanced approach and
clear steering principles.

Borrowing programmes and committed credit facilities

Maximum aggregated Reported external

amount, in millions Maturity Used portion, % liabilities, SEK million

Currency 2023 2022 2023 2022 2023 2022 2023 2022
Borrowing programmes
Commercial paper SEK — — - — — — — —
Euro Commercial paper EUR 10,000 6,000 — - 55 74 20,034 50,354
Euro Medium Term Note EUR 10,000 10,000 - - 19 56 61941 62,269
Committed credit facilities
Revolving Credit Facility' EUR 2,000 2,000 2025 2025 — — — —
Committed credit facilities EUR 1,000 4,300 2024 2023

1 Back-up facility for short-term borrowing.

Committed credit facilities consist of a EUR 2.0 billion Revolving Credit Facility that expires on 5 November 2025 and of EUR 1.0 billion
committed credit lines that expires on 8 December 2024. The maturity structure pertains to the debt portfolio excluding loans from
minority owners and associated companies, which amounted to SEK 10,783 million for 2023 (10,597). Further information about the

maturity structure of loans is provided in Note 29 to the Consolidated accounts, Interest-bearing liabilities and related financial derivatives.

Maturity profile for Vattenfall’s loans as per 31 December 2023!

SEK million

25,000

20,000

15,000

10,000

5,000

242 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 >45

M Debt (excl. hybrid cap) Hybrid capital (first call date) B Lease liabilities Undrawn back-up facilities

1 Excluding loans from minority owners and associated companies
2 Excluding short term debt (SEK 20,283 million).
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Creditrisk

Creditrisk is the risk that a counterparty cannot or will
not meet its obligations to Vattenfall and the risk exists
across all activities.

Risk management activities
We have a strict framework for governing and report-
ing credit risks to ensure that risks are monitored,

Counterparty exposure by rating class

SEK million

50,000

measured, and minimised so that the total credit expo-
sure is kept at an acceptable level. The company’s
credit risk management involves counterparty analy-
sis, reporting of credit risk exposures, contract nego-
tiations, and proposals for risk mitigation measures
(such as requiring collateral). Credit risk exposures per
rating class is shown in the chart below in SEK million.

45,000 -

40,000 -

35,000 -

30,000 -

25,000 -

20,000 -

15,000 -

10,000 -

5,000 - I - .
0 |

Aaa Aal Aa2 Aa3 Al
2022 [ 2023

The chart shows exposures to Vattenfall's counterparties where
the exposure is greater than SEK 50 million per counterparty, by
rating classification according to Moody'’s rating scale. Counter-
parties are reviewed and approved in line with Vattenfall's credit
mandates and policies. Smaller exposures are considered to have
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such a large diversification effect that the net risk for Vattenfall
is judged to be low. Procurement and heat sales exposures are
not included. Other financial assets (that are neither past-due
nor impaired) are considered to have good creditworthiness.
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Interestraterisk

Interest rate risk refers to the risk of negative impact
from changed interest rates on the consolidated
income statement and cash flow.

Risk management activities

We quantify interest rate risk in our debt portfolio in
terms of duration, which describes the average term
of fixed interest. The target duration of 2-to-6 years is
based on the company’s current financing need and
desired interest rate sensitivity in net interest income/
expense. The duration of the Vattenfall's debt portfolio
at year-end was 3.53 years (3.20) including hybrid
capital. See the table for the remaining fixed rate term
in our debt portfolio.

Remaining fixed rate term in debt portfolio

Interest rate sensitivity, excluding loans from minority
owners and associated companies

SEK million
600

400

200

-200

-400
— 30/12/2023

31/12/2022

-600
-2 15 A 05 O 05 1 15 2

Change in interest rates, percentage points

The interest rate sensitivity analysis shows how changesin
interest rates affect the Vattenfall Group’s interest income
and expenses (before tax) within a 12-month period given
the Group’s current structure of borrowing at fixed interest
rates. With the same method and an assumption that inter-
est rates would rise by 100 basis points, the impact on the
Vattenfall Group’s equity after tax would be SEK -81 million
(-158), including derivatives and Hybrid Capital, but exclud-
ing loans from minority owners and associated companies.
All figures in nominal amounts.

Debt Derivatives Total
SEK million 2023 2022 2023 2022 2023 2022
< 3 months 8,045 56,081 -276 9,187 7,769 65,267
3 months-1 year 33,113 23,126 -1,688 -5,178 31,426 17,948
1-5years 46,218 57,043 1,278 3,002 47,497 60,045
> 5 years 22,125 27,352 709 -7,238 22,834 20,114
Total 109,502 163,602 24 -227 109,625 163,375

The portfolio includes loans and interest rate derivatives in order to steer the duration of borrowing. Negative amounts are
explained by the use of derivatives, such as interest rate swaps and interest rate forwards. The sum of derivatives is not equal
to zero due to currency effects. Figures are exclusive of loans from minority owners and associated companies, totalling

SEK 10,783 million for 2023 (10,597). The average financing rate as per 31 December 2023 was 3.75% (3.52%). All figures

in nominal amounts.
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Currencyrisk
Currency risk refers to the risk of negative impact from Vattenfall’s largest exposure is in EUR, totalling SEK
changed exchange rates in the consolidated income 66,566 million (97,209). Of this amount, 40 per cent

statement and balance sheet.

mation, see Note 38 to the consolidated accounts,

Risk management activities

Specifications of equity. A5 per cent change in

(27 per cent) was hedged at year-end. For further infor-

We have limited transaction exposure, since most gen- exchange rates, for example, would affect the Group’s
eration, distribution and sales of electricity take place equity by approximately SEK 3.6 billion (5.0), where an
in the respective local markets. Sensitivity to currency appreciation of the currencies shown in the table in
movements is therefore relatively low. All transaction Note 38 to the consolidated accounts, Specifications
exposure that exceeds a nominal value equivalent to of equity, would result in a positive change in equity.

SEK 10 million is hedged immediately when it arises.
The target for hedging translation exposure is to, over
time, match the currency composition in the debt port-
folio with the currency composition of the Group’s
funds from operations (FFO).

Debt portfolio, by currency, in millions

Debt Derivatives Total
Original currency 2023 2022 2023 2022 2023 2022
DKK 158 6,109 — - 158 6,109
EUR 77520 113,007 4,745 5,688 82,265 118,695
GBP 18,129 15,151 -4,788 -3,135 13341 12,016
JPY 1,420 9,488 -1,420 -1,681 0] 7907
NOK 0 ] 0 0 0] 0
PLN ] ] 0 o o] 0
SEK 12,274 15676 1,486 2971 13761 18647
UsD 0 4171 0 -4,171 o] 0
Total 109,502 163,602 24 -227 109,525 163,374

The table shows currency risk in the debt portfolio and the currencies that Vattenfall is exposed to. Figures above are exclusive of
loans from minority owners and associated companies, totalling SEK 10,783 million (10,597). All figures in nominal amounts.
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07 Corporate Governance Report

Corporate Governance Report

This report includes information on corporate govern-
ance during the 2023 financial year, as prescribed by
law and the Swedish Corporate Governance Code.
Overall issues on corporate governance are handled
in this report, while specific risk issues are handled in
the Risks and Risk Management section in the Annual
and Sustainability Report. The Corporate Governance
Report has been reviewed according to RevU 16 by
the company’s external auditor.

During 2023, work at Board and CEO level contin-
ued to be partly characterised by the turbulent elec-

Vattenfall’s corporate governance model

The Parent Company of the Vattenfall Group,
Vattenfall AB, is a Swedish public limited liability com-
pany with registered office in Solna. Vattenfall AB is
thereby subject to the provisions of the Swedish
Companies Act. The main decision-making bodies

Governance and reporting structure

tricity market. A number of major decisions have been
made in line with Vattenfall's strategy. Among others,
further investments in new wind farms have been
decided and a feasibility study on building new nuclear
reactors has been completed, as a basis for future
decisions.

A well-functioning corporate governance - with an
effective organisational structure, internal control and
risk management - helps Vattenfall to manage its
business towards set targets and in accordance with
Vattenfall's principles.

are the Annual General Meeting (AGM), the Board of
Directors and the President. The AGM elects the Board
of Directors, which in turn appoints the President, who
is responsible for the day-to-day administration of the
company in accordance with the Board’s guidelines
and instructions.

Shareholder via the AGM

Auditor

Remuneration Committee @————> Board of Directors Audit Committee

Internal Audit -

President and CEO
EGM

Business Areas and Staff Functions according to organisational structure
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Application of the Code
Vattenfall adheres to the Swedish Corporate Govern-
ance Code (“the Code”, available in Swedish and
English at www.bolagsstyrning.se). Since Vattenfall is
wholly owned by the Swedish state, there is no need
to protect minority shareholders. For this reason, the
provisions on shareholders’ right of initiative prior to
general meetings (the Code, point 1.1) and the report-
ing on board members’ independence (points 4.4 and
4.5) do not apply.

For the same reason, Vattenfall has no nomination
committee (the Code, chapter 2). The nomination

process for the Board and auditors is conducted in

accordance with the Swedish state’s ownership policy

and is described below. Thus, the references to the
nomination committee in points 1.2,1.3, 4.6, 81and
10.2 are not applicable either. However, information on
the nomination of board members for new election or
re-election is posted on the company’s website in
accordance with point 2.6. Election of an AGM chair-
man is done at the AGM in accordance with the
stipulations of the Swedish Companies Act and the
Swedish state’s ownership policy.

Important external and internal rules and regulations for Vattenfall

External rules and regulations

e Swedish and foreign legal rules, particularly the
Swedish Companies Act and the Swedish Annual
Accounts Act

¢ The Swedish state’s ownership policy and principles

for state-owned enterprises 2020

¢ The Swedish Corporate Governance Code
(“the Code”)

¢ Stock exchange rules for fixed-income instruments
registered on Nasdaq Stockholm

¢ International Financial Reporting Standards (IFRS)
and other accounting rules

¢ The Global Reporting Initiative (GRI) Standards
and the UN Global Compact as well as reporting
according to Green Bond Principles, Science Based
Targets and the Task Force on Climate-related
Financial Disclosures (TCFD).

Internal rules

¢ The Articles of Association

e The Board’s and committees’ Rules of Procedure,
including the CEO instruction and the instruction
for reporting to the Board

¢ The Vattenfall Management System (VMS), includ-
ing the Code of Conduct and Integrity, and other
internal governance documents.

Vattenfall AB’s Articles of Association and continuously updated information about corporate governance at Vattenfall are available
on Vattenfall's website, group.vattenfall.com (original Swedish documents are available on group.vattenfall.com/se). The website is
also a source for previous corporate governance reports and documentation from the most recent general meetings, and links to

the Swedish state’s ownership policy.

Shareholder and general meetings

Vattenfall AB is wholly owned by the Swedish state.
The right of the state, as a shareholder, to make deci-
sions about Vattenfall’s affairs is exercised at the
Annual General Meeting (AGM) and other general
meetings. By law, the AGM of Vattenfall AB is to be held
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yearly within six months after the end of the financial
year and not later than 30 Apiril, in accordance with
the Swedish state’s ownership policy.

Through a general meeting resolution on the con-
tent of the Articles of Association, the shareholder
makes decisions on the company’s operations. The
application of the Swedish state’s ownership policy

and principles for state-owned companies is decided
at the general meeting.

Steering and targets from the Shareholder
Based on a decision by Swedish Parliamentin
2010, Vattenfall AB’s Articles of Association stipulate

that the objective for the company’s activities is to gen-

erate a market rate of return by, directly or indirectly
through subsidiaries and associated companies,
operating a commercial energy business that enables
the company to be among the leaders in developing
environmentally sustainable energy production.

The Swedish state’s ownership policy stipulates
that to promote long-term sustainable value creation
in state-owned enterprises, sustainable business is
integrated in corporate governance. Companies with
state ownership shall work for a healthy and safe work
environment, respect for human rights, good and
decent working conditions, equality and diversity,
reduced climate and environmental impact, handling
of climate-related financial risks and opportunities,
good business ethics and active work on anti-corrup-
tion, ensure that no abuses occur due to their special
status of being state-owned and exhibit responsible
conductin the tax area.

In accordance with the Swedish state’s ownership
policy, the company’s financial targets are decided on
by a general meeting. The current financial targets
were decided at an extraordinary general meeting on
12 December 2017:

e Capital structure: Funds from operations/adjusted
net debt of 22-27 per cent

e Profitability target: Return on capital employed of
8 per cent

¢ Dividend policy: The dividend should amount to
40-70 per cent of profit after tax.

The achievement of these targets is described in the

Annual and Sustainability Report on page 19.

Annual General Meeting 2023
Vattenfall held its 2023 AGM on 26 April. The com-
pany’s owner, the Swedish state, participated at the

AGM through its owner representative. The general
public had the opportunity to participate on-site as
well as via webcast. Members of Parliament were
given the opportunity to ask questions during the
AGM, and an open Q&A session was arranged after
the meeting, in accordance with the Swedish state’s
ownership policy. Ingemar Engkvist, Per Lindberg
and Carola Puusteli were elected as a new Board
members. Viktoria Bergman and Tomas Kaberger
left the Board.

The 2024 AGM will be held on 29 April in Solna,
Sweden.

Extraordinary General Meeting 2023

Vattenfall held an extraordinary general meeting on

25 October 2023. At the meeting, Par Ekeroth was
elected as a new Board member. He succeeded Daniel
Kristiansson, who had left the Board when he left his
position at the Swedish Government Offices. Similar to
the AGM, the Extraordinary General Meeting was open
to the public and Members of the Swedish Parliament
were entitled to put forward questions at the Meeting.

Duties of the Annual General Meeting

e Elect the Board of Directors, the Chairman of the
Board and the auditors, and decide on their fees

e Adopt the income statement and balance sheet
for Vattenfall AB and the Vattenfall Group

e Decide on distribution of the company’s profit

e Grant discharge from liability for the board
members and the President

e Approve the remuneration report

e Decide on guidelines for remuneration of senior
executives

e Decide on other matters of business prescribed
by law or the company’s Articles of Association.

98


http://www.bolagsstyrning.se

07 Corporate Governance Report

Board of Directors

The Board’s duties

The Board is the company’s highest administrative
body. Its fundamental duties are laid out in the Swedish
Companies Act and the Code. Further duties are laid
out in its Rules of Procedure and the instructions
adopted each year by the Board. The Rules of Proce-
dure and instructions regulate such matters as report-
ing to the Board, allocation of duties between the
Board, the President and the Board’s committees, the
Chairman’s duties, the form and content of board
meetings, and the evaluation of the work of the Board
and the President.

The Board shall, according to its Rules of Procedure,
set the overarching targets for Vattenfall’s operations,
decide on Vattenfall's strategy for achieving those tar-
gets, and ensure that suitable systems are in place for
monitoring and controlling Vattenfall's operations, risks
and financial position in respect of the set targets. The

The Board’s yearly planning

Report from the auditors,
nomination of auditor,
annual accounts, dividend,
ongoing disputes of major
importance, integrity reports,
remuneration report, issues
regarding human rights

and UK Modern Slavery Act
statement

First quarter interim report,
risk mandate and risk

policy, and statutory board
meeting following the AGM

Annual and Sustainability
Report, AGM notice

Brand strategy, strategic
sustainability issues, report
on security and resilience
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Board is responsible for approving major investments,
acquisitions and divestments and for, annually or follow-
ing significant change, adopting central policies and
instructions. Part of this is to define appropriate guide-
lines to govern the company’s conduct in society, with
the aim of ensuring its long-term value creation capabil-
ity. The Board shall identify how sustainability issues
impact the company’s risks and business opportunities
and allocates stakeholder engagement issues to the
CEO. Also, the Board shall approve certain important
contracts, including contracts between Vattenfall and
the President and other senior executives.

Vattenfall has formulated a strategy to reach its goal
of fossil freedom. Decisions and investments made are
steered by this. The annual planning for the Board and
its committees includes recurring items in several of the
areas for sustainable business which are identified in
the Swedish state ownership policy. These areas are
furthermore included as an integral part of the handling
of concrete board matters and are also handled by the

Business, investment and
financing plans, overview of
investments for final reposito-
ries in the nuclear business,
the auditor’s interim review,
guidelines for remuneration of
senior executives, Remunera-
tion principles in Vattenfall,
Internal Audit’s budget and
plan, tax policy, evaluation of
the Board and President

Strategic direction and
targets, R&D strategy,
strategic personnel issues,
diversity and equal oppor-
tunity plan and nuclear
power and dam safety

Nine-month interim report,
report on security and
resilience

Half-year interim report,
ongoing disputes of major
importance

Executive Group Management. Vattenfall's strategic
focus areas in themselves constitute sustainability
objectives. Among others, sustainability aspects such
as climate and environmental impact and human rights
are included in the Board’s handling of the strategy and
in the business planning process.

The Board’s duties pertain to Vattenfall AB as well as
the Vattenfall Group. Vattenfall's General Counsel serves
as secretary to the Board of Directors.

The Chairman is responsible for - among other
things - ensuring that the board members receive rel-
evant information, contacts with the owner on owner-
ship matters, and serving as a liaison between the
owner and the Board. According to the Rules of Proce-
dure, the Board - through the Chairman - shall coordi-
nate its views with representatives of the owner when
the company is facing particularly important decisions.

Board meetings

The Board shall hold eight to twelve regular board
meetings every year. In addition to the regular meet-
ings, the Board is convened when necessary. The
agenda of every regular meeting shall include the
following items of business:

e The Group’s business situation

¢ Financial report for the Group

Reports from board committees, when committee
meetings have been held

Matters that are not handled by the President in the
day-to-day administration

Other matters of material importance for the Group.

In addition, certain recurrent items of business are
included on the agenda, in accordance with the yearly
planning in the Board’s Rules of Procedure. Invest-
ments approved by the Board are followed up by the
Board one year after their commercial operation date.
Strategy issues are discussed in depth at an annual
board seminar where the Executive Group Manage-
ment also participates. The Board shall on an ongoing
basis be informed on circumstances of importance for

the best possible insight in the business and which
facilitate an overall assessment of Vattenfall’s situation.

The Board met eleven times in 2023, including the
statutory meeting. The board members’ attendance is
found on pages 106-107. The Board held a meeting at
one of the Group’s operational units. This meeting was
held in Esbjerg and was combined with a study visit at
the wind power business.

Appointment of the Board

For companies that are wholly owned by the Swedish
state, uniform and common principles for a structured
nomination process apply. These principles are set
forth in the Swedish state’s ownership policy and
supersede the Code’s rules on drafting work for deci-
sions on the nomination of board members and
auditors.

The board nomination process takes place in the
Swedish Government Offices and is coordinated by
the Ministry of Finance. The expertise required is ana-
lysed on the basis of the enterprise’s operations, situa-
tion and future challenges, board composition and
board evaluations performed. As part of its work in the
board nomination process, the government Offices
also conduct their own ongoing evaluation of the
board of each state-owned company. Any recruitment
need is then determined, and recruitment work is

The Board’s main items of business in 2023

ltems according to the Rules of Procedure

The market situation and the market, liquidity and credit
risks at the energy markets

Acquisitions and divestments

Iltems on Swedish nuclear business

Strategy, bidding, partnership and investments with regard
to new on- and offshore wind farms and solar power plants
The heat business in Berlin

District heating investments

Agreement on Power-as-a-Service with H2GS AB.
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begun. Once this process has been completed, the
nominations are publicly announced in accordance
with the Code. Vattenfall provides orientation training
for new directors who are elected by the AGM.

The Swedish state’s ownership policy, which is the
diversity policy applied with regard to the Board, stipu-
lates that the selection of board members shall be
made from a broad recruitment base in order to make
use of the expertise of both women and men as well as
individuals with various backgrounds and experience.
Discrimination associated with gender, transgender
identity or expression, ethnic affiliation, religion or
other belief, disability, sexual orientation or age is
prohibited.

At the 2023 AGM, the owner’s representative pre-
sented a reasoned statement on the Board’'s composi-
tion. In summary, the board members were judged to
have relevant skills, experience and background for
the company’s operations, development phase and
conditions in general. The Board as a whole was con-
sidered to have a versatility and breadth that reflected

the requirements of the state’s ownership policy. The
gender balance on the Board, however, did not achieve
the government’s goal, meaning a minimum of 40 per
cent board representation for both women and men
with regard to AGM-elected directors.

More detailed information on the board nomination
process is provided in the Swedish state’s ownership
policy, at www.regeringen.se.

The Board’s composition
Vattenfall’'s Articles of Association stipulate that the
Board of Directors shall have, in addition to the
employee representatives, a minimum of five and
a maximum of ten members without deputies. The
directors are elected annually by the Annual General
Meeting, which also elects the Chairman of the Board.
In 2023, no member of the Executive Group Man-
agement (EGM) was a director on the Board. Thisis in
line with the Swedish state’s ownership policy. Simi-
larly, none of the Board members elected by the AGM
was employed within the company. By law, the unions

are entitled to appoint three board members plus
three deputies, and they exercised this right.

Biographical information about the board members
is provided on pages 106-107.

Guidelines for directors’ fees

Directors’ fees for Board and committee work are set
by the owner at the AGM, in accordance with the
Swedish state’s ownership policy. Information on direc-
tors’ fees in 2023 is provided in the Annual and Sus-
tainability Report, Note 42 to the consolidated
accounts, Number of employees and personnel costs.

Evaluation of the Board’s and the President’s work
The Board annually evaluates the President and its
own work as part of efforts to develop work forms and
effectiveness. This evaluation is conducted under the
direction of the Chairman and is reported to the Board
and the owner.

In 2023, an evaluation was carried out, with the help

of an external consultant, with follow-up from the eval-
uation 2022. The evaluation used a questionnaire for
the Board as a whole, which each of the members

and deputies answered. The questions addressed
Vattenfall’'s current challenges, management and
organisation, the Board’s efficiency, composition and
expertise, and its relationship with the owner, chair-
man and CEO. The President, the CFO and the Secre-
tary to the Board also answered the questionnaire. The
evaluation was reported and discussed at the Board
meeting in February 2024. As a follow-up to the written
evaluation, the Chairman held individual discussions
on a voluntary basis with each of the members elected
by the AGM and collectively with the employee
representatives.

Board committees

The Board has established two committees and Rules
of Procedure for these. At the statutory board meeting,
the Board appointed a number of directors elected by
a general meeting for each committee, of whom one
serves as committee chair. Information on the commit-
tees' composition and attendance is provided on
pages 106-107.

The committees report their work to the Board at
the next regular board meeting, whereby the commit-
tee chair presents a report accompanied by minutes
from the committee meetings. Except for a few mat-
ters handled by the Audit Committee, the committees
are only drafting bodies and make recommendations
to the Board. The Board'’s legal responsibility under
company law for the company’s organisation and
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administration of the company’s affairs is not con-
strained by the committees’ work.

Audit Committee

The Audit Committee oversees Vattenfall's financial
reporting and is responsible for meeting with
Vattenfall AB’s external and internal auditors on a regu-
lar basis in order to stay informed about the planning,
focus and scope of the company’s audit. The Audit
Committee is also responsible for discussing coordi-
nation of the external and internal audit work and
views of the company’s financial risks. The committee
prepares Internal Audit’'s budget, the Internal Audit
Charter and the internal audit plan for resolution by the
Board. It has the right, on behalf of the Board, to decide

on other services than auditing that Vattenfall may
procure from the Group’s auditors.

The Audit Committee meets prior to Vattenfall's
publication of interim reports and when warranted by

The Audit Committee’s most important duties are:

e To oversee Vattenfall's financial reporting, including

sustainability reporting

With respect to financial reporting, to monitor the

effectiveness of Vattenfall's internal control, internal audit

and risk management

e To stay informed about the audit of the annual report
and consolidated accounts

the prevailing conditions. The CFO and head of Internal
Audit serve in a reporting role. The external auditors
attend all regular meetings and report on their obser-
vations of the audit.

To review and monitor the auditor’s impartiality and
independence

To assist in the drafting of recommendations for decisions

on the election of auditor by the Annual General Meeting

To review and oversee the management of market and

credit risks

To conduct an annual evaluation of the external auditors’ work.
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Remuneration Committee

The Remuneration Committee’s duties include serving
as a drafting body to ensure implementation and com-
pliance with the guidelines, approved by the Annual
General Meeting, for remuneration of senior execu-
tives. Where applicable, it conducts drafting work for
any special reasons that may exist in an individual case
to deviate from the guidelines. It also conducts work
for the Board’s remuneration report and, ahead of the
AGM, monitoring and following up the auditors’ review.
The President serves in areporting role on the Remu-
neration Committee.

The Remuneration Committee’s most

important duties are:

¢ To conduct drafting work for board decisions on matters
regarding remuneration principles, and on remuneration
and other terms of employment for members of the Execu-
tive Group Management and other senior executives

¢ To monitor and evaluate application of the guidelines

for remuneration of senior executives, which the Annual

General Meeting is required to make a decision on by law,

as well as remuneration structures and levels of remunera-

tion in the company

To conduct drafting work for the Board’s decisions regard-

ing overarching remuneration principles, such as the gen-

eral existence of, amount and structure of variable remu-

neration (for employees who are not senior executives).

Auditor

The Swedish state’s ownership policy stipulates that
the owner is responsible for election of auditors and
that the auditors are to be appointed by the Annual
General Meeting. Proposals for election of auditors
and for auditors’ fees are submitted by the Board and
drafted by the company. The auditors are elected for
a mandate period of one year, in accordance with the
main rule in the Swedish Companies Act. Vattenfall's
Articles of Association stipulate that the company
shall have one or two auditors with or without one or
two deputy auditors, or a chartered accounting firm
as auditor.

The AGM 2023 re-elected PricewaterhouseCoopers
AB as auditor. The accounting firm appointed Author-
ised Public Accountant Eva Carlsvi as auditor-in-charge.

The auditor’s audit assignment includes a review of
the annual report, the consolidated accounts, the cor-
porate governance report, the sustainability reporting
and compliance with the guidelines for remuneration
of senior executives. In addition, the auditor performs
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areview of the half-year interim report. The auditor has
access to minutes of board meetings and board com-
mittee meetings. The Audit Committee has approved
guidelines for how procurement of other services than
auditing shall take place from the auditor.

At the 2023 AGM, the auditor reported on the audit
work in 2022 and on its review of compliance with the
guidelines for remuneration of senior executives. The
auditor reported on its review of the year-end accounts
for 2023 to the entire Board at the board meeting in
February 2024 (without the presence of any person
from the Executive Group Management), and also
reported on its observations at the board meeting in
December 2023.

The auditor’s fees are payable according to an
approved invoice. The Group’s auditing costs are
described in more detail in the Annual and Sustainabil-
ity Report, in Note 15 to the consolidated accounts,
Auditor’s fees, and in Note 15 to the Parent Company
accounts, Auditor’s fees.

CEO and Group Management

The President of Vattenfall AB, who is also Chief Execu-
tive Officer (CEO) of the Vattenfall Group, is responsible
for the day-to-day administration in accordance with
the Swedish Companies Act. Anna Borg was the CEO
in 2023. An account of the President’s remuneration is
provided in the Remuneration Report and in the
Annual and Sustainability Report, Note 42 to the con-
solidated accounts, Number of employees and per-
sonnel costs.

The CEO has set up internal bodies for governance
of the Group and makes decisions independently or
with the support of these bodies. The most important
of these are the Executive Group Management (EGM)
and the Vattenfall Risk Committee (VRC). The EGM
focuses on the Group’s overall direction and addresses
- within the framework of the CEO’s mandate from the
Board of Directors - matters of importance for the
Group. In the EGM, the Head of Strategic Development
covers overall sustainability issues. The VRC focuses
on decisions pertaining to risk mandates and credit

limits, among other things, and exercises oversight
of the risk management framework.

Both bodies convene monthly and also conduct
preparatory drafting work on matters that are to be
decided by the Board of Directors. Ahead of decisions
made by the President in the EGM or VRC on certain
major investments and transactions, the risk unit per-
forms an independent risk analysis, which makes up
part of the decision-making documentation.

The President follows up operations via quarterly
Business Performance Meetings. At these meetings,
outcomes, forecasts, important events and challenges
- including the status of Vattenfall’s strategic targets -
are analysed with the management of each business
unit. Yearly deep-dives into sustainability topics - chal-
lenges, progress and actions for coming year - are
performed with the top management of each business
area.

Biographical information about the members of the
EGM is provided on pages 108-109.

Internal Audit

Internal Audit is an independent and objective function
that evaluates, recommends and monitors improve-
ments to the effectiveness of Vattenfall’s risk manage-
ment, internal controls and governance processes
throughout the Group. This also applies to compliance
with Vattenfall's governance documents, including the
Code of Conduct and Integrity. The function is directly
subordinate to the Board of Directors and Audit Com-
mittee. It performs its work risk-based and in accord-
ance with an established internal audit plan.

Internal Audit’s budget, the Internal Audit Charter and
the internal audit plan are drafted by the Audit Com-
mittee and decided on by the Board of Directors. The
Head of Internal Audit reports administratively to the
President and informs the management teams of the
business units and other units about audit activities
that have been performed. The Head of Internal Audit
also submits a report to the Audit Committee at each
regular Committee meeting.
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Internal governance

Principles and strategy

Vattenfall's purpose is to enable the fossil freedom that

drives society forward, and the strategy in brief means

that:

¢ Vattenfall has set out to be a leader in the energy
transition, as a profitable business,

e Sustainability is at the core of Vattenfall's strategy,
guiding the ambition level and where we grow,

¢ Fossil-free electricity generation is the foundation
for value creation, and

¢ Value and robustness through integration and
diversification.

In addition to this are the financial targets, decided

on by the general meeting and further described
under “Shareholder and general meetings” above.
Group scorecards support by linking to financial, non-
financial and operational requirements, for instance
with regard to CO2 emissions and fossil-free genera-
tion capacity. Reporting back to the Board is per-
formed as part of the quarterly reporting.

Vattenfall creates value for customers and share-
holder by pursuing sustainable business in attractive
markets with favourable conditions for returns, and
where we can leverage our competitive advantages.
Vattenfall’s strategy is well aligned with the UN’s
Agenda 2030 Sustainable Development Goals and
will drive Vattenfall to make an important contribution
to the global sustainable development agenda.

Governing business ethics

Vattenfall's Code of Conduct and Integrity builds upon
the four Vattenfall principles - open, active, positive
and safety - and contains a number of rules built on
the “think first” approach. It also includes references
to the Vattenfall Management System (VMS), which
elaborates on these rules. The Code of Conduct and
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Integrity has been commmunicated throughout the
Group and is available on the intranet in several lan-
guage versions, corresponding to the countries where
Vattenfall has business operations. Information about
the Code of Conduct and Integrity is provided in con-
nection with new hiring and training. An e-learning pro-
gramme on application of the Code of Conduct and
Integrity is mandatory for all Vattenfall employees.

To ensure ethical and non-corrupt conduct through-
out the organisation, Vattenfall requires all employees
to act in accordance with the company’s ethical guide-
lines, which are set forth in the Code of Conduct and
Integrity as well as in internal instructions. Vattenfall
believes that free competition plays a decisive role for
a market to function effectively and has zero tolerance
for bribery and corruption. An important step in ensur-
ing this is the recurrent training that is conducted
within the Vattenfall Integrity Programme, which is
described on page 68.

Vattenfall's employees and other stakeholders have
the opportunity to report serious improprieties anony-
mously through a whistleblowing function, either inter-
nally through a web-based whistleblowing channel or
externally to one of the locally appointed external
ombudsmen (attorneys). Internal reports can also be
made directly to any member of Internal Audit or to the
local Whistleblowing Coordinator.

Read more about reported incidents in the Annual
and Sustainability Report on page 68. Ongoing legal
processes are described in Note 40 to the consoli-
dated accounts, Contingent liabilities. Examples of sus-
tainability initiatives and principles that Vattenfall has
aligned itself with or supports are listed on page 170.

The three lines model

Vattenfall applies the “three lines model”, for manage-
ment and control of risks in general, based on the
framework of the Institute of Internal Auditors.

1. Thefirstline is primarily represented by units associ-
ated with the provision of products or services to the
organisation’s customers, such as Business Units
and certain Staff Functions. It is responsible for exe-
cuting the strategy and managing risks.

2.The second line provides control, expertise, support,
monitoring and challenge onrisk-related matters. It
consists of Staff Functions governing the organisa-
tion, among them Health & Safety, Environment,
Integrity, Security, Group Internal Financial Control
and Risk Management.

3. The third line is made up of internal audit, which
oversees and evaluates the first and second lines
(as described above).

Vattenfall Management System

The most important internal rules for governing
Vattenfall are found in the Vattenfall Management Sys-
tem (VMS). The VMS is the group system to develop,
align and implement the rules and requirements
decided by the Board, the President and the

Group Staff Functions. It covers the group steering,
while local management systems cover specific busi-

Three lines model

ness and functional steering. The VMS consists of

binding policies and instructions. It is an integrated

management system that applies for the entire

Vattenfall Group, with the limitations that may arise

from legal requirements.
Vattenfall’'s policies lay out the company’s direction

in the areas of

e Code of Conduct and Integrity, as described above,

¢ Remuneration, outlining general principles of remu-
neration and benefits in Vattenfall, in line with the
guidelines decided by the Annual General Meeting,

e Dam safety,

¢ Nuclear safety,

¢ Risk, see further pages 83-95 in the Annual and
Sustainability Report, and

e Sustainability, where governance is based on an
overall policy. In addition, specific policies exist for
various sustainability areas:

e Environment

e Health and safety

e Human rights

e Code of Conduct for Suppliers and Partners, and

e Taxes.

Board of Directors

President and CEO | EGM

Risk organisation and
other control functions
in Staff Functions

Business units and
certain Staff Functions

Second line

Independent risk
and compliance control

Firstline

Execute strategy
incl. management of risk

Internal Audit

Third line

Independent and objective
assurance and advice

Japinoud aoueinsse [eulaixy
HpNYy |euwia)xg
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The valid codes of conduct and sustainability policies
are published on group.vattenfall.com. The Board of
Vattenfall AB approves all policies except the policies
on dam safety and nuclear safety; however, within
these areas, regular reporting is conducted to the
Board.

The content of the policies is concretised in instruc-
tions within the VMS, such as in special instructions
for matters concerning competition law and for coun-
tering bribery and corruption. Instructions in the VMS
also include concretisations of the content of the
Board'’s Rules of Procedure, such as allocation of
responsibilities and risk mandates.

Instructions shall be implemented in the relevant
parts of the organisation and be adhered to by the
defined target groups and units. Special routines are
in place to ensure adherence to the management sys-
tem also by subsidiaries. All policies and instructions
are accessible for employees on the intranet. E-learn-
ing exists in several areas connected to VMS docu-
ments. Vattenfall does not require any acknowledge-
ment by employees or management that they have
read the content. Implementation and adherence
are regularly followed up, and identified issues are
addressed. All policies and instructions are regularly
reviewed and updated.

Vattenfall's environmental management system
is integrated in the VMS. At year-end 2023 nearly
100 per cent of Vattenfall’s production and distribution
portfolios had certified environmental management
systems in accordance with ISO 14001. In addition, all
of the Group’s business units are certified for occupa-
tional health and safety according to ISO 45001. A
number of business units have certificates on energy
management in accordance with ISO 50001.
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Vattenfall’'s Organisation

The organisational structure comprises six Business
Areas: Heat, Wind, Customers & Solutions, Genera-
tion, Markets and Distribution. The Business Areas are
organised in five operating segments, where Genera-
tion and Markets make up a single operating segment
(Power Generation). Central Staff Functions support
and direct the business activities. For further informa-
tion see pages 36-45.

The company structure differs from the business
structure. Decisions are made primarily in the business
organisation and, to the extent necessary or suitable,
by subsidiaries’ boards. Governance is conducted
financially, non-financially (such as through Staff Func-
tions), and operationally. Unit scorecards and the VMS
are the most important governance tools. The busi-
ness performance steering model consists of an
annual business planning process and monthly report-
ing and follow-up of forecasts and actual results.

In accordance with legislation both within the EU
and in the UK, operations of the electricity distribution
network shall be separated from sales and generation
of electricity (unbundling). For Vattenfall, this entails,
among other things, that electricity distribution opera-
tions are conducted in separate subsidiaries that have
the actual decision-making rights in respect of the
company'’s day-to-day operations, as well as for deci-
sions needed to ensure operation, maintenance and
development of the network. The Head of the Distribu-
tion Business Area is not member of any decision-
making forums outside of the Business Area.

Risk management organisation
The Risk Management organisation is headed by the
Chief Risk Officer (CRO) and is responsible for

monitoring and control of risks in general. The CRO is
accountable for the risk management framework (as
described on page 84) and is responsible for ensuring
risk governance and risk control. Included in this
responsibility are processes related to, among other
things, new products and certain contracts with long
durations. The CRO provides information on a regular

Organisation

basis to the Vattenfall Risk Committee and to the
Executive Group Management as well as to the Board
and the Board'’s audit committee.

Integrity organisation
The aim of integrity work at Vattenfall is to preserve the
integrity and to protect the reputation of Vattenfall.

Board of Directors

President and CEO

CFO functions

Strategic Development

Communications

Legal & Corporate Security
& Resilience

Operating Segment
Customers
& Solutions

Operating Segment

Heat Wind

Business Area

Business Area
Customersand .
Heat . Wind
Solutions

Operating Segment

Business Area

" People & Culture
Operating Segment Operating Segment
Power Generation Distribution’

Business Area
Distribution

Business Area
Markets

Business Area
Generation

1 Vattenfall's electricity distribution operations are unbundled from other operations, in accordance with Swedish and UK legislation
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Integrity work at Vattenfall is organised according to

the three lines model:

1. Ownership: The line organisation, which is respon-
sible for compliance with laws and regulations within
the unit

2.Control and advice: The integrity organisation, with
reporting to the Group’s General Counsel

3.Quality assurance: The Internal Audit unit.

The Integrity organisation’s area of responsibility cov-
ers antitrust matters, antibribery and anti-corruption,
conflicts of interest, inside information, awareness of
Vattenfall's Code of Conduct and Integrity, and coordi-
nation of Vattenfall's whistleblowing function. Within
its scope, the Integrity organisation supports Vattenfall
in identifying, mitigating, managing and monitoring the
risk of non-compliance with laws, regulations, rules,
standards and codes of conduct, relevant to its activi-
ties. Work is carried out in accordance with an annual
plan and regular follow-ups are performed. The annual
integrity work is summarised in an integrity report to
the Board.

Current integrity issues in 2023 are described in
more detail in the Annual and Sustainability Report on
page 68.
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Guidelines for remuneration
of senior executives

The 2023 Annual General Meeting adopted guidelines
for remuneration of senior executives. These guidelines
are based on the Swedish Government Offices’ princi-
ples, which form part of the Swedish State’s ownership
policy, with a deviation as to how the principles are
applied in Vattenfall's subsidiaries. This deviation means
that instead of the definition of senior executive in the
Swedish Government Offices’ principles, senior execu-
tives shall be defined on the basis of whether they have
a significant impact on the Group’s earnings, through
use of the International Position Evaluation (IPE) model.
Managers with positions of IPE 68 and higher are to be
considered as senior executives. The Board's explana-
tion for this deviation is stated in the guidelines, which
are found on Vattenfall's website, group.vattenfall.com
and in the 2022 Annual and Sustainability Report,
pages 107 and 108. The Swedish Government Offices’
principles are available on the government Offices’ web-
site, www.regeringen.se.

Actions with respect to agreements with senior
executives were during 2023 continuously reported to
the Remuneration Committee and the Board, which
also decided on the entering into such agreements.
Independent external remuneration consultants pro-
vided benchmark data prior to decisions on remunera-
tion. Remuneration and compliance with the adopted
guidelines are described in the Remuneration Report
and in the Annual and Sustainability Report, Note 42 to
the consolidated accounts, Number of employees and
personnel costs. The proposed guidelines ahead of
the 2024 AGM are shown on pages 1T10-111.

Internal control over financial
reporting

Vattenfall Group appreciates high quality in financial
reporting in achieving a trusting relation with key
stakeholders. This section describes the most impor-
tant elements in Vattenfall's system of internal control
and risk management in conjunction with financial
reporting, as prescribed by the Swedish Annual
Accounts Act and the Code. Vattenfall's framework for
this control is based on the updated framework “Inter-
nal Control - Integrated Framework” from 2013, which
has been developed by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO).
Based on this framework, internal control is defined as
“a process, effected by an entity’s board of directors,
management, and other personnel, designed to pro-
vide reasonable assurance regarding the achievement
of objectives relating to operations, reporting, and
compliance”. Vattenfall's overall risks and risk manage-
ment are further described in the Annual and Sustain-
ability Report, pages 83-95.

Control environment
The control environment is based on the delegation of
authority between the Board and the President, which
is set forth in the Board’s Rules of Procedure, along
with the reporting requirements set by the Board. The
Board has also adopted Vattenfall's Code of Conduct
and Integrity, which lays out the overarching rules gov-
erning conduct for all employees.

The Board of Directors has ultimate responsibility
for internal control over financial reporting, according
to the Swedish Companies Act and the Code. In this

context the Board shall ensure that the company’s
organisation is structured in such a way that the book-
keeping, treasury management and the company’s
financial conditions in general are controlled in a satis-
factory manner.

The Board’s audit committee monitors the status of
internal control over financial reporting on behalf of the
Board and makes recommendations and proposals to
ensure the reliability of the reporting. The committee
also informs the Board about the results of the audit
and about the ways in which the audit contributed to
the reliability of the financial reporting and about which
function the committee has had.

The VMS (described on page 102) contains steering
rules for all identified entity level controls, including
roles and responsibilities, authority and risk mandates,
decision-making processes, risk management, inter-
nal control, as well as ethics and integrity issues. The
VMS lays out the grandparent principle and four eyes
principle for decision-making. An instruction and IT
solution is in place for assignment of Group internal
authority concerning invoicing, among other things.
The VMS also stipulates which decision-making, over-
sight and advisory bodies exist within the Group, on
top of those required by law.

Vattenfall has an internal financial control (IFC) pro-
cess, organised in Group Finance. Its overall purpose is
to ensure that the Vattenfall Group has internal con-
trols in place which provide reasonable assurance that
the risk of material misstatements in the financial
reporting is mitigated. Vattenfall also has a limited
number of key controls for non-financial reporting.
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Risk assessment

The Board addresses the Group’s risk assessment and
risk management process for the financial reporting

at an overarching level. The Board’s audit committee
conducts evaluation and monitoring of risks and quality
in financial reporting and other enterprise risks. The
Audit Committee maintains regular contact with the
Group’s internal and external audit functions to gather
input to continuous risk assessments.

A continuous Enterprise Risk Management (ERM)
process makes it possible to quantify and compare
financial risks. The risk department reports the find-
ings in the ERM process to the Executive Group Man-
agement, to the Vattenfall Risk Committee and ulti-
mately to the Audit Committee and the Board.

For the financial reporting, the IFC process serves
as the framework for internal control that identifies and
defines risks for material misstatements in the report-
ing. These are overseen by the CFO function through

an annual self-assessment of the effectiveness of pro-
cess and IT general controls for units in scope of IFC.
The scope is based on a materiality and risk analysis.
The CFO function is also responsible for performing
regular analyses of risks related to financial reporting
and for updating this framework.

Control activities and monitoring
The Board monitors and addresses the Group’s finan-
cial situation at every regular board meeting, with a
starting point from the financial report submitted by
the President and the Chief Financial Officer (CFO).
The Audit Committee conducts the Board’s moni-
toring of the effectiveness of internal control and regu-
larly receives status reports on the Group’s internal
control over financial reporting, in accordance with the
IFC process. A financial report, including a report on
accounting and sustainability issues, is presented at
every regular Audit Committee meeting, and tax

The Internal Financial Control (IFC) Process valid 2023
The process with be updated in 2024

Review and Update Self Assessment
Implement improvements A yearly questionnaire used
and correct errors in the IFC 0(\6 to evaluate the status of the
process and the IFC frame- &e‘sbd@' IFC control points and identify
work (list of IFC controls). () QQ the need for corrective action.
Define the IFC scope for the <
forthcoming year. Annual IFC

Reporting
Quarterly IFC status
reporting and half-year/
year-end report to the
Audit Committee.

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

Process

Validation
Complementary evaluations
of IFC control points, e.g. via
on-site validations.

issues are reported on and followed up on a regular
basis. The Audit Committee, in turn, reports to the
Board on its most important observations and recom-
mendations. The timing and forms of this reporting are
set in the Board’s and Audit Committee’s respective
Rules of Procedure.

The Executive Group Management holds regular
follow-up meetings with the heads of the Business
Areas and Staff Functions regarding the financial out-
come. Operations are followed up on a quarterly basis
via Business Performance Meetings.

Internally, Vattenfall applies the “three lines mode
(described on page 102) for internal control over finan-
cial reporting. In this context, the second line includes
the Group Internal Financial Control Officer (IFCO), who
is responsible for monitoring and control of risks in the
financial reporting. The Group IFCO is responsible for
the IFC process, which aims to strengthen the govern-
ance structure and effectiveness of controls. Continu-
ous improvements to the IFC process are ensured
through an annual evaluation and updating process.
Information about ineffective controls is provided to
internal and external audit. Each incidence of ineffec-
tiveness is risk-assessed in consultation with the first
line. Information about these risks is provided to the
risk organisation. An IFC status update is provided
semi-annually to the Audit Committee.

During 2023, the IFC process has been updated to
include first line tasks and roles needed to increase
the formalisation of controls at local level. The roll-out
of the updated process is ongoing, with the aim to
have it fully implemented by 1 January 2025.

The Vattenfall framework for internal financial con-
trolincludes processes for self-assessments, monitor-
ing, reporting and improvement of control activities in

|n

order to prevent, discover and correct material mis-
statements in the financial reporting. Written confirma-
tion of adherence to internal and external stipulations,
via signing of internal representation letter, is part of
these processes.

Information and communication

The Group’s steering documents are accessible via
Vattenfall’s intranet. The forms for managing internal
and external communication are documented in a
VMS instruction which aims to ensure that Vattenfall is
in compliance with legal as well as stock exchange
rules, the Swedish state’s ownership policy (including
principles for external reporting), and other obligations.
Accounting and reporting principles are laid outin a
joint manual for the entire Group. Updates and changes
in these policies and principles are communicated on
a continuous basis via the intranet as well as at meet-
ings with representatives of the Group’s Business
Areas and Staff Functions.

Reporting and follow-up reporting to the Board and
EGM are part of monitoring activities. Internal and
external audit and the Chief Risk Officer (CRO) also
report on their observations to the Board’s audit com-
mittee. Furthermore, the semi-annual status report
from IFC is a basis for the assessment.

Financial reporting includes interim reports, the
year-end report and the annual report. In addition to
these reports, financial information is provided to the
Group’s external stakeholders via press releases and
Vattenfall's websites, in accordance with the Swedish
Securities Market Act, among other things. Presenta-
tions and conference calls for financial analysts, inves-
tors and the media are held as a rule on the same day
that reports are published.
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Board of Directors

MATS GRANRYD (1962)

Chairman of the Board

Education: Mechanical M.Sc.

Other assignments: Board member of SVT

(Sverige Television) 2021. Chairman of the board COOR
(2017-). Director General GSMA (2016 -). Member of the
UN Broadband Commission (2017-).

Previous positions: Member of the board Swedbank
(2017-2020). Member of the board ENVAC (2013-2017).
Group CEO Tele2 (2010-2015). Positions within Ericsson
(1995-2010).

Elected: 2020

Committee assignment: Member of the Remuneration
Committee

Board meeting attendance: 11/11

Committee attendance: 4/4

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

gy

ANN CARLSSON MEYER (1966)

Board member

Education: Bachelor's degree in Personnel, Work and
Organization.

Current position: CEO Systembolaget AB.

Other assignments: Board member in The Confeder-
ation of Swedish Enterprise, The Swedish Trade
Federation, SNS.

Previous positions: CEO at Apoteket AB, leading posi-
tions within ICA, Board member in Martin & Servera,
Axfood AB, Ramirent OY.

Elected: 2019

Committee assignment: Renumeration Committee,
Chair

Board meeting attendance: 11/11

Committee attendance: 4/4

PAR EKEROTH (1974)

Board member

Education: M.Sc. in Business and Economics.
Current position: Senior Advisor, Ministry of Finance.
Other assignments: Board member of SJ AB.
Previous positions: Senior Manager, PwC Corporate
Finance.

Elected: 2023

Committee assignment: Member of the Audit
Committee

Board meeting attendance:1/1

Committee attendance: -

INGEMAR ENGKVIST (1957)

Board member

Education: Ph.D Nuclear chemistry with focus on nuclear
waste management.

Current position: Self-employed Executive Advisor.
Other assignments: Board member of ISEC Monitoring
Systems AB.

Previous positions: Chief Executive Officer, World
Association of Nuclear Operators, London (2020-2022).
Board member of World Association of Nuclear
Operators (2020-2022). Director, World Association

of Nuclear Operators, Paris Centre (2016-2019). Chief
Executive Officer, EON Kéarnkraft Sverige (2010-1016).
Chairman of the Board of Directors, OKG AB (2010-2016).
Board member, Ringhals AB (2010-2016), Board member,
Forsmark Kraftgrupp AB (2008-2016). Board member,
Svensk Kérnbrénslehantering AB (2008-2016).

Elected: 2023

Board meeting attendance: 7/8

HAKAN ERIXON (1961)

Board member

Education: B.Sc. International Business Administration
and Economics.

Previous positions: Board member of Tijtall AB
(2012-2023), Board member of Onto Holdings Limited
(2022-2023), Chairman of the Board of Hemnet
Group AB (2017-2022), Chairman of the Board of
TransferGalaxy AB (2019-2020), Board member of
Opus Group AB (2018-2020). Chairman of the Board
of Capacent Holding AB (2015-2019). Chairman of

the Board of Orio AB (publ) (2012-2017). Member of
the Nasdag OMX Stockholm AB Listing Committee
(2010-2016). Senior Advisor, Corporate Finance,
Swedish Government Offices, which included work for
the Swedish National Debt Office (2007-2010). Board
member of Carnegie Investment Bank AB (2008-2009).
Board member of Vasakronan AB (2007-2008). Positions
within UBS Investment Bank Ltd, London (1997-2007),
including Vice Chairman of the Investment Banking
Division. Positions within Merrill Lynch International Ltd,
London (1992-1997).

Elected: 2011

Committee assignment: Member of the Audit
Committee

Board meeting attendance: 11/11

Committee attendance: 5/5
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Board of Directors, cont.

PER LINDBERG (1959)

Board member

Education: Mechanical M.Sc, Ph.D Industrial
Management and Work Organization.

Current position: Senior advisor, Peymar.

Other assignments: Chairman of the Board of
Permascand AB and Nordic Brass Gusum AB.

Board member of Boliden AB, Valmet Oyj, and

ReOcean AB.

Previous positions: President & CEO, Epiroc AB (2018~

2020). President & CEO, BillerudKorsnas AB (2012-2017).

President & CEO, Billerud AB (2005-2012). President,
Korsnas AB (2001-2005). Vice President, Investment AB
Kinnevik (2004-2005).

Elected: 2023

Committee assignment: Member of the Audit
Committee

Board meeting attendance: 5/8

Committee attendance: 3/3

JEANETTE REGIN (1965)

Employee representative

Education: Secondary school diploma and two-year
education in healthcare.

Current position: Employee representative for Unionen.
Responsible for Sales Heat at Gotlands Energi AB.
Elected: 2011

Board meeting attendance: 10/11
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CAROLA PUUSTELI (1965)
Board member

Education: International Business School.

Current position: Vice President Strategy & Technology
(Power & Grid segment) at Schneider Electric.

Other assignments: Board member of Interpartner
(Denmark), Halton (Finland) and Polarium (Sweden).
Previous positions: Founder & Managing Director

of Cots Sarl (2003-2006). Various positions within
Industrial Services & Automation, ABB (1994-2003).
Managing Director of Infrasonik Sarland, creation and
management of the subsidiaries in France, UK, USA and
Poland (1989-1994).

Elected: 2023

Committee assignment: Member of the Remuneration
Committee

Board meeting attendance: 6/8

Committee attendance: 3/3

Deputy employee representatives

- o

ANDERS BOHLIN (1965)

Employee representative (deputy)

Education: Energy Engineer.

Current position: Research Engineer at Strategic
Development, Vattenfall AB.

Other assigments: Member of the European Works
Council. Vice Chairman, Unionen Vattenfall.
Elected: 2019

Board meeting attendance: 11/11

FREDRIK RYSTEDT (1963)

Board member

Education: M.Sc. Business and Economics.

Current position: Executive Vice President and CFO of
Essity Aktiebolag (publ).

Other assignments: Board member of Vinda
International Holdings Limited.

Previous positions: Chief Financial Officer, Country Senior
Executive, Nordea Sweden (2008-2012). Chief Financial
Officer, Electrolux Group (2001-2008). Chief Financial
Officer (2000-2001) and Head of Business Development
(1998-1999), Sapa Group. Positions within the Electrolux
Group (1989-1998), including as Vice President and Head/
Director of Mergers & Acquisitions (1995-1998).

Elected: April 2017

Committee assignment: Audit Committee, Chair

Board meeting attendance: 8/11

Committee attendance: 5/5

CHRISTER GUSTAFSSON (1959)

Employee representative (deputy)

Education: Four-year education in technology.
Current position: Employee representative for Ledarna.
Vattenfall employee since 1986, currently in the the
engineering department, Forsmarks Kraftgrupp AB.
Other assigments: Representative for Energy &
Technology, Confédération Européenne des Cadres
(for energy issues). Chairman of Ledarna at Vattenfall
and European Works Council at Vattenfall.

Elected: 2013

Board meeting attendance: 11/11

ROBERT LONNQVIST (1979)

Employee representative

Education: 3-year upper secondary degree in electrical
installation. Further education in project management,
labour law and health & safety.

Current position: Employee representative for Seko
Facket for Service och Kommunikation. Vattenfall
employee since 2007, currently as Project Manager at
Vattenfall Services Nordic AB.

Other assignments: Member of the European Works
Council. Assignments for Seko.

Elected: 2017

Board meeting attendance: 10/11

JOEL HERSAN (1979)

Employee representative (deputy)

Education: 3-year upper secondary degree in electricity
distribution. Further education in project management,
leadership, labour law and health & safety.

Current position: Deputy Employee representative for
SEKO Facket for Service och Kommunikation. Vattenfall
employee since 1999, currently as Team Manager at
Vattenfall Services Nordic AB.

Other assigments: Assignments for SEKO.

Elected: 2023

Board meeting attendance: 8/38

ROLF OHLSSON (1961)

Employee representative

Education: Mechanical M.Sc.

Current position: Employee representative for
Akademikerradet at Vattenfall. Vattenfall employee
since 1998, currently as full time representative for
Akademikerna at Forsmarks Kraftgrupp AB.
Other assignments: Employee representative on
Forsmarks Kraftgrupp AB's board. Chairman of
Akademikerradet i Vattenfall.

Elected: 2017

Committee assignment: Member of the Audit
Committee

Board meeting attendance: 11/11

Committee attendance: 4/5

PERSONS WHO LEFT THE BOARD
OF DIRECTORS IN 2023

Viktoria Bergman

Tomas Kaberger

Lennart Bengtsson (former Deputry Employee
Representative)
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ANNA BORG (1971)

President and CEO

Vattenfall employee since: 2017 and 1999-2015
Education: Master in Economics and Political Science.
Previous positions: CFO, Vattenfall (2017-October 2020),
Senior Vice President, Business Area Markets, Vattenfall
(2017), Senior Vice President, Nordic Klarna (2015-2017),
Vice President, Marketing and Sales Nordic, Vattenfall
(2013-2015), Vice President B2C Sales Europe, Vattenfall
(2011-2013), Vice President, Sales Nordic, Vattenfall
(2009-2011), Management positions in Strategy, Business
Development, Project Management and Trading, Vattenfall
(1999-2009).

Other assignments: Board member FAM and Ruter Dam.

In 2023, Anna Borg did not have any significant share-

holdings in companies with which Vattenfall has business
relations.
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KERSTIN AHLFONT (1971)

Senior Vice President, Chief Financial Officer
Vattenfall employee since: 1995

Education: M.Sc. Eng.

Previous positions: Vice President Human Resources
(2015-2020) Head of Finance Region Nordic
(2014-2015), Vice President Controlling and Continuous
Improvement Business Division Production (2012-2014),
Head of Project Management Office (2010-2012).
Long-standing experience from various management
positions within Vattenfall such as Business Group Pan
Europe (2009-2010), Business Unit Heat Nordic

(2000-2009), Product Manager Specialist (1998-2000),

Consultant Vattenfall Energisystem AB (1996-1998) and
trainee 1995-1996).
Other assignments: No other assignments.

CHRISTIAN BARTHELEMY (1971)

Senior Vice President, Head of People & Culture
Vattenfall employee since: 2009

Education: Master's in Business Administration.
Previous positions: Vice President Special Projects
(2020), Program Director groupwide Outsourcing
(2015-2020), Vice President/Head of Real Estate and
Facility Services, Head of Facility Services Continental/
UK (2011-2015), Program Manager Optimization Program
Vattenfall Service Unit Germany (2009-2011); Manager,
KPMG Advisory (2001-2009).

Other assignments: Chairman of the Board

Vattenfall GmbH.

HELENE BISTROM (1962)

Senior Vice President, Head of Business Area Wind
Vattenfall employee since: 2021 and 1983-2010
Education: MSc in Mechanical Engineering.

Previous positions: Executive Vice President Commmercial
BillerudKorsnas AB (2019-2021), CEO Infranord
(2017-2019), CEO Norrenergi (2011-2014), Member of
Group Management Vattenfall AB (2007-2010). Chairman
of the Board Sveaskog and Cramo, Board member of
Statkraft AS, KTH and Péyry (2014-2017).

Other assignments: Board member of Boliden AB.

ANNE GYNNERSTEDT (1957)

Senior Vice President, General Counsel and Secretary
to the Board of Directors and responsible for Corporate
Security & Resilience

Vattenfall employee since: 2012

Education: LL B.

Previous positions: General Counsel, Secretary to the
Board and member of executive management of SAAB
AB (2004-2012). General Counsel and member of
executive management of the Swedish National Debt
Office (2002-2004). Corporate Legal Counsel, SAS
(1987-2002).

Other assignments: Board member of Swedish Space
Corporation.
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I

MARTIJN HAGENS (1971)

Senior Vice President, Head of Business Area Heat and
Customer & Solutions

Vattenfall employee since: 2003

Education: M. Sc. Industrial Engineering and Management.
Previous positions: Head of Business Area Customers &
Solutions, Vattenfall (2015-2023) A.l. Head of Business Area
Heat, Vattenfall (2022-2023). Head of Heat Continental/UK,

Vattenfall (2014-2015). Head of Customer Service, Vattenfall

(2011-2013). Head of Customer Care Centre, Nuon (2008-
2010). Program Director Unbundling, Nuon (2006-2007).

Nuon Consultancy Group & Lean Competence Center, Nuon

(2005-2006). Head of Customer Care B2B, Nuon (2003~
2004). Management Consultant, Accenture (1996-2002).
Other assignments: Managing Director of Vattenfall N.V.
Netherlands.
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ASA UAMAL (1972)

Senior Vice President, Head of Group Communications
Vattenfall employee since: 2022

Education: BA Political Science and Economics.
Previous positions: SVP Head of Communications, Telia
Company (2019-2020), VP Head of Communications
Sweden, Telia (2017-2020), SVP Communications, HR
and Public Affairs, Bonnier Broadcasting/TV4 (2012-
2017), Managing Director and Partner, JKL (2006-2012),
Consultant, JKL (2000-2006).

Other assignments: Chairman of the Board of Kasthall,
Board Member of Stiftelsen Affarsvarlden.

ANDREAS REGNELL (1966)

Senior Vice President, Head of Strategic Development
Vattenfall employee since: 2010

Education: BSc. Econ.

Previous positions: Head of Nordic Business

Strategy, Vattenfall (2014-2015). Head of Strategy and
Sustainability, Vattenfall (2010-2013). Senior Partner and
Managing Director, Managing Partner of Nordic Region,
The Boston Consulting Group (1992-2010). Analyst and
Account Manager, Citibank (1989-1992).

Other assignments: Chairman of the Board of Green
Cargo AB. Board member of HYBRIT Development

AB. Board member of Energiféretagen Sverige

- Swedenergy AB.

ANNA-KARIN STENBERG (1956)

Senior Vice President, Head of Business Area Markets
Vattenfall employee since: 2018 and 2008-2011
Education: Bachelor of Science in Business Administration
and Economics.

Previous positions: Vice President Controlling BA Markets,
Head of Corporate Control, Telia Company (2015-2018),
CFO Praktikertjanst (2011-2015), CFO Business

Group Nordic Vattenfall (2008-2011), Global Manager Atlas
Copco ASAP (1999-2008), BA Controller Atlas Copco
(1997-1999), CFO ABB Signal (1995-1996), Business
Controller Corporate Research ABB Ltd (1991-1995);

Head of Treasury Consulting, ABB World Treasury Center
(1985-1991), Group Finance ASEA/ABB (1982-1984).
Other assignments: Board member RISE AB.

TORBJORN WAHLBORG (1962)

Senior Vice President, chef Business Area Generation
Vattenfall employee since: 1990

Education: M.Sc. Eng.

Previous positions: Head of Business Region Nordic
(2014-2015). Head of Business Division Nuclear (2012-
2013). Head of Business Division Distribution and Sales
(2010-2012). Head of Business Group Nordic (2010).
Positions in Vattenfall's Polish operations (1997-2010),
including as country manager (2008-2009).

Other assignments: Board member of the Confederation
of Swedish Enterprise. Chairman of the Board of
EnergiForetagens Arbetsgivareforening (EFA) AB.

ANNIKA VIKLUND (1967)

Senior Vice President, Head of Distribution
Business Area

Vattenfall employee since: 2006
Education: Computer Science, MBA.

Previous positions: Managing Director Vattenfall
Eldistribution (2010-2015,2017-), Vice President
Distribution Nordic, Vattenfall (2011-2015), Head of
Local Networks, Vattenfall Distribution (2008-2010),
Head of Marketing, Vattenfall Distribution (2006-
2008), Nordic Resource Manager IBM Global Service
(2005-20086), Client Unit Executive Manager Public
Sector IBM Sweden (2004-2005), Consultant
Manager IBM Global Services (1998-2003).

Other assignments: Board member Teracom
Samhallsnat and Wise Group AB.

The electricity distribution operations are unbun-
dled from Vattenfall's other operations in accord-
ance with Swedish and British legislation. The head
of Business Area distribution it therefore not a
member of the EGM.
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AGM proposal

The Board’s proposed guidelines for

remuneration of senior executives

These guidelines cover the President and other mem-
bers of the Group management. They also cover board
members, to the extent their remuneration is not
decided by the Annual General Meeting. The guide-
lines are designed in accordance with the Swedish
government’s principles for remuneration and other
terms of employment for senior executives of state-
owned companies, decided on 27 February 2020
(www.regeringen.se), with a deviation as to how the
principles are applied in Vattenfall's subsidiaries (see
additional information under Explanation for deviations
from the government’s principles). The guidelines shall
apply to remuneration agreed upon, and changes
made to already agreed remuneration, after the guide-
lines have been adopted by the 2024 Annual General
Meeting.

The guidelines’ promotion of the company’s business
strategy, long-term interests and sustainability
Vattenfall has defined a strategy with the purpose to
enable fossil freedom that drives society forward. The
business strategy is further described on the web
page https://group.vattenfall.com/who-we-arefabout-
us/our-goals-and-strategy.

A prerequisite for the successful implementation of
Vattenfall's business strategy and safeguarding of its
long-term interests, including its sustainability, is that
Vattenfall is able to recruit and retain qualified person-
nel. To this end, it is necessary that Vattenfall offers
competitive remuneration. These guidelines enable
Vattenfall to offer the senior executives a competitive
total remuneration.

Types of remuneration, etc

The remuneration has to be competitive, capped,
appropriate and not market-leading in relation to com-
parable companies, and may consist of the following
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components: Fixed cash salary, severance pay, pen-
sion benefits and other benefits. Variable remunera-
tion must not be paid to senior executives.

Premiums for retirement and survivors’ pension
benefits shall be defined contribution solutions that do
not exceed 30 per cent of fixed annual cash salary,
unless benefits are provided through a group pension
plan applied to an enterprise. In that case, the contribu-
tions are determined by the terms and conditions of
the pension plan. Any expansion of a group pension
plan above the pay level covered by the plan has to be
on a defined contribution basis where the maximum
contribution is 30 per cent of the part of salary above
the cap. The minimum retirement age must not be
under 65 years.

If a salary swap scheme is offered, the solution

has to be cost-neutral.

Other benefits may include, among others, company
cars. Compensation in connection with work incapac-
ity due toiliness shall follow the terms and conditions
for sick pay and disability pension set out in applicable
collective agreements. Any expansion of group disabil-
ity insurance above the pay level covered by collective
agreement has to correspond to market practice.

As regards employment relationships governed by
non-Swedish legislation, the appropriate adjustments
may be made concerning pension benefits and other
benefits so as to follow mandatory rules or established
local practice; in doing so, the overall purpose of these
guidelines has to be satisfied as far as possible.

It shall be avoided that a board member or deputy
board member is engaged as a consultant in the com-
pany and thus receives consultancy fees in addition to
the director’s fee. If this is the case, the assignment
shall be examined by the Board of Directors on a case-
by-case basis, be clearly separate from the ordinary
board assignment, limited in time and regulated by
written agreement between the company and the

member. The remuneration for such assignments shall
be consistent with these guidelines.

Termination of employment

If the company gives notice of termination, the period
of notice must not exceed six months and severance
pay must be limited to at most twelve months’ salary.
Severance pay is to be paid monthly and consist only
of the fixed monthly salary with no pension benefits or
other benefits added. In case of new employment or
some other additional paid assignment orincome
from business activity, remuneration from the termi-
nating company shall be reduced by an amount equiv-
alent to the new income during the period covered by
salary for notice of termination and severance pay. No
severance pay is paid if the employee gives notice of
termination. Severance pay is paid until the agreed
age of retirement at the latest and is never paid after
the age of 65 years.

Additionally, remuneration may be paid for non-
compete undertakings. Such remuneration shall com-
pensate for loss of income and shall only be paid in so
far as the previously employed executive is not entitled
to severance pay. The remuneration shall amount to
not more than 60 per cent of the monthly income at
the time of termination of employment and be paid
during the time the non-compete undertaking applies,
however not for more than 12 months following termi-
nation of employment.

Salary and employment conditions for employees
Remuneration to senior executives shall not be mar-
ket-leading in relation to comparable companies but
should be moderate in character. In the preparation of
the Board’s proposal for these remuneration guide-
lines, salary and employment conditions for employ-
ees of the company have been taken into account by
including information on the employees’ total income,
the components of the remuneration and increase

and growth rate over time, in the Remuneration Com-
mittee’s and the Board’s basis of decision when evalu-
ating whether the guidelines and the limitations set
out herein are reasonable.

The decision-making process to determine,
review and implement the guidelines
The Board has established a Remuneration Commit-
tee. The members of the Remuneration Committee are
independent of the company and its executive man-
agement. The Committee’s tasks include preparing
the Board’s decision to propose guidelines for remu-
neration to senior executives. The Board shall annually
prepare a proposal for guidelines and annually submit
it to the general meeting for decision. The Remunera-
tion Committee shall also follow and assess the appli-
cation of the guidelines for remuneration to senior
executives as well as the current remuneration struc-
tures and levels of remuneration in Vattenfall. The Pres-
ident and other members of the executive manage-
ment do not participate in the Board'’s processing of
and resolutions regarding remuneration-related mat-
ters, in so far as they are affected by such matters.
The Board certifies that the remuneration in ques-
tion is in compliance with the guidelines set by the
general meeting in such way that before a decision is
made on remuneration and other terms of employ-
ment for a senior executive, written documentation
shall be available that shows the company’s total cost.
The proposal for decision shall be drafted by the
Board’'s Remuneration Committee and thereafter be
decided by the Board. The company’s auditors shall
perform areview to ensure that the set remuneration
levels and other terms of employment have not been
exceeded and, in accordance with the Swedish Com-
panies Act, shall once a year - not later than three
weeks before the Annual General Meeting - issue a
written statement as to whether the adopted guide-
lines have been adhered to.
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Deviations from the guidelines

The Board of Directors may temporarily resolve to
deviate from the guidelines, in whole or in part,ifina
specific case there is special cause for the deviate and
a deviation is necessary to serve the company’s long-
term interests, including its sustainability, or to ensure
the company’s financial viability. The Board makes the
decision on deviation from the guidelines. As set out
above, the Remuneration Committee’s tasks include
preparing the Board of Directors’ resolutions in remu-
neration-related matters, which includes any resolu-
tions to deviate from the guidelines. In such a case, the
Board of Directors shall disclose the deviation and the
reasons therefor.

Explanation for deviations from the

government’s principles

The deviation from the government’s principles for
terms of employment for senior executives of state-
owned companies was decided on by the owner at the
2023 Annual General Meeting. The deviation entails
use of a generally accepted ranking model instead of
the definition of senior executive of a subsidiary in the
principles for remuneration. The Board is of the opinion
that the following, special reasons exist for deviating
from the principles.

Like other international groups, Vattenfall governs
its operations from a commercial perspective and not
according to the legal company structure.

For commmercial and legal reasons, the Vattenfall group
has approximately 300 subsidiaries. Through applica-
tion of the government’s principles for subsidiaries, a
very large number of executives would be considered
to be senior, without them having any significant influ-
ence on the Group’s earnings.

The proposed deviation reflects these circum-
stances. The criteria used to define what constitutes a
senior executive are the individual subsidiary’s size
based on sales, the number of employees and humber
of steps in the value chain, as well as the requirements
on the individual executive for innovation, knowledge,
strategic/visionary role and international responsibility.
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The International Position Evaluation (IPE) model is
used as support for determining in a systematic man-
ner which positions can be considered to be senior.
The Board’s conclusion is that, in addition to the mem-
bers of the Executive Group Management, executives
in positions of IPE 68 or higher should be considered
to be senior.

Proposed distribution of profit

The Annual General Meeting has at its disposal
retained profits, including profit for the year, totalling
SEK102,858,512,434. The Board of Directors pro-
poses that the profits be distributed as follows:

To be distributed to the shareholder:

SEK 4,000,000,000

To be carried forward: SEK 98,858,512,434.

The proposed distribution corresponds to a dividend
of SEK 30.37 per share. The dividend is proposed to
be paid on 10 May 2024.

Statement by the Board of Directors pursuant to the
Swedish Companies Act, Chapter 18, Section 4
Based on the Parent Company’s and Group’s financial
position, earnings and cash position, the Board of
Directors is of the opinion that the proposed distribu-
tion of profits will not lead to any material limitation of
the Parent Company’s or Group’s ability to make any
necessary investments or to meet their obligations in
the short and long term. In view of the above, the Board
of Directors finds the proposed dividend, totalling

SEK 4,000,000,000 to be carefully considered

and justified.

The Board of Directors’ and the President’s
assurance upon sighing the Annual and
Sustainability Report for 2023

The undersigned certify that the consolidated
accounts and the Annual Report have been prepared
in accordance with International Financial Reporting
Standards (IFRS), as endorsed by the European Com-
mission, for application within the EU, and generally

accepted accounting principles, respectively, and give
a true and fair view of the Parent Company’s and the
Group’s financial position and earnings, and that the
Administration Report for the Parent Company and the
Group presents a fair overview of the development of
the Parent Company’s and the Group’s operations,
financial position and earnings and describes signifi-
cant risks and uncertainties that the companiesin the

Group face. In addition, the undersigned certify that
the sustainability data and the statutory sustainability
report according to the Swedish Annual Accounts Act
Chapter 6 11§, as defined in the GRI Index on pages
171-172, have been prepared in accordance with the
GRI Standards, and have been adopted by the Board
of Directors.

Solna, 21 March 2024

Mats Granryd, Chairman of the Board

Per Lindberg Ann Carlsson Meyer

Ingemar Engkvist

Rolf Ohlsson

Par Ekeroth

Jeanette Regin

Hakan Erixon Carola Puusteli

Robert Lonnqvist

Fredrik Rystedt

Anna Borg, President and CEO

Our auditor’s report was submitted on 27 March 2024
PricewaterhouseCoopers AB

Eva Carlsvi
Auditor-In-Charge, Authorised Public Accountant

Aleksander Lyckow
Authorised Public Accountant
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Vattenfall’s financial performance

Underlying operating profit amounted to SEK 20.0 billion in 2023, a decrease of SEK 15.1 billion compared with 2022. Lower contributions

from operating segments Power Generation, Wind and Distribution was partially offset by higher contribution from Heat and
Customers & Solutions.

Amounts in SEK million 2023 2022
Net sales 290,168 239,644
Operating profit before depreciation, amortisation and impairment losses (EBITDA) 39,685 30,513
Underlying operating profit before depreciation, amortisation and impairment losses 40,340 53521
Operating profit (EBIT) 16,991 12,645
Underlying operating profit 20,005 35,075!
Profit for the year 10,395 21
Funds from operations (FFO) 30,058 42,194
Net debt 68424 3858
Adjusted net debt 139518 76,765
Electricity generation, TWh 1009 1089
- of which, hydro power 361 405
- of which, nuclear power 374 396
- of which, fossil-based power 133 163
- of which, wind power 138 122
- of which, biomass, waste 03 03
Sales of electricity, TWh 168 1653
Sales of heat, TWh 135 141
Sales of gas, TWh 445 473
CO2 equivalents, Mtonnes 79 95
Work-related accidents, number (LTIF) 15 11
Number of employees, full-time equivalents 20,995 19,638
Key ratios

Return on capital employed, % 53 42
Net debt/equity, % 491 30
FFO/adjusted net debt, % 215 550
Adjusted net debt/EBITDA, times 35 215

1 The value has been adjusted compared with information previously published in Vattenfall's financial reports
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Sustainability reporting

In addition to reporting on financial performance, Vattenfall also
reports on its sustainability performance. In accordance with Ch. 6
& 11 of the Swedish Annual Accounts Act, Vattenfall has chosen to
prepare the statutory sustainability report as a separate report from
the Annual Report. The Sustainability Report was delivered to the
auditor at the same time as the Annual Report. The Sustainability

Report, which can be found on pages 7,18, 24-25, 50, 52-76, 78-79,

84-91,102-103, and 175-189 of this printed document, pertains to
Vattenfall and its subsidiaries.
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Wholesale price trend

The average Nordic electricity spot prices were 60% lower in
2023 than in 2022, mainly owing to higher precipitation, more
wind and higher temperatures having a downward pressure on
the Nordic prices. Continental prices were largely influenced by
well-filled gas stocks, high generation from renewable energy
sources and increased nuclear power generation in France.

Electricity generation

Total electricity generation in 2023 was 100.9 TWh (108.9). Hydro
power generation amounted to 36.1 TWh (40.5). Nordic reservoir
levels were at 56% (59) of capacity at year-end, which is 1 per
centage point below the normal level.

Nuclear power generation decreased by 22 TWh to 374 TWh
(39.6), due to the delayed restart of Ringhals 4 and lower availabil-
ity from Forsmark 2. Combined availability for Vattenfall's nuclear
power plants for 2023 was 80.5% (83.6). Forsmark had an availa-
bility of 83.7% (90.1) and generation of 24.3 TWh (25.5). Ringhals
had an availability of 70.0% (73.5) and generation of 131 TWh
(13.9).

Electricity generation from wind power during 2023 amounted
to 138 TWh (12.2), corresponding to an increase of 12% mainly
owing to new capacity from (Hollandse Kust Zuid in the
Netherlands).

Fossil-based power generation totalled 133 TWh (16.3).

Electricity spot prices in the Nordic
countries, Germany and the

Electricity futures prices in the
Nordic countries, Germany and

Sales of electricity, heat and gas

Sales of electricity, excluding sales to Nord Pool Spot and deliver-
ies to minority shareholders, increased by 145 TWh to 1259 TWh
(1M.4) mainly driven by an increased German customer base and
higher volumes sold to to retail customers in France. Sales of gas
decreased by 18 TWh to 445 TWh (47.3) due to a lower cus-
tomer base and decreased average consumption per customer.
Sales of heat decreased by 0.6 TWh to 135 TWh (14.1) as a result
of warmer weather.

Vattenfall's price hedging

Vattenfall continuously hedges its future electricity generation
through sales in the forward and futures markets. Spot prices
therefore have only a limited impact on Vattenfall's earnings in the
near term. With the current portfolio structure, the dominant mar-
ket risk exposure is coupled to Nordic nuclear and hydro power
generation. We generate a substantial share of regulated revenue
from electricity distribution, and heat as well as (partially) subsi-
dised wind power, which diversifies the risk exposure in our port-
folio. However, Vattenfall has price exposure between electricity
and used fuel/emissions allowances on the continent. This has a
lower risk profile than the outright power exposure in the Nordic
countries. Price risk for uranium is limited, as uranium accounts
for a relatively small share of the total cost of nuclear power
generation.

emission allowances

Price trend for coal, gas and CO2
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Comments on the consolidated income statement

Sales
External net sales Internal net sales Total net sales

2023 2022 2023 2022 2023 2022
Customers & Solutions 207,303 174,026 9,036 9,125 216,339 183,151
Power Generation 37,760 28,193 169,750 177,595 207,510 205,788
Wind 8,537 4,308 16,836 24,801 25,373 29,109
Heat 25,844 20,933 18,358 39,572 44,202 60,505
Distribution 10,445 11,733 694 764 11,139 12,497
Other’ 279 451 9,678 8,079 9,957 8,530
Eliminations - - -224,352 -259,936 -224,352 -259,936
Total 290,168 239,644 - - 290,168 239,644

1 Other pertains mainly to all Staff functions, including Treasury and Shared Service Centres.

Consolidated net sales increased by SEK 50.5 billion (including positive currency effects of SEK 16.8 billion). The increase is mainly attributable
to higher prices in customer sales and to some extent increased volumes in the business segment in France

Underlying operating profit

Amounts in SEK million 2023 2022
Operating profit (EBIT) 16,991 12,645
Depreciation, amortisation and impairment losses 22,694 17,868
Operating profit before depreciation, amortisation and impairment losses (EBITDA) 39,685 30,513
Items affecting comparability excl.impairment losses and reversed impairment losses 655 230082
Underlying operating profit before depreciation, amortisation and impairment losses 40,340 53,521
Operating profit (EBIT) 16,991 12,645
ltems affecting comparability’ 3014 22,4302
Underlying operating profit 20,005 35,0752

1 See definitions and calculations of key ratios for definition of this Alternative Performance Measure
2 The value has been adjusted compared with information previously published in Vattenfall's financial report

The underlying operating profit decreased by SEK 151 billion, which

is explained by:

¢ Lower profit contribution from the Power Generation operating
segment (SEK -11.3 billion) mainly as a result of a negative effect
of price hedging on the Continent, lower electricity prices in the
Nordics and lower production volumes. This was partially offset
by a positive effect of Nordic price hedging.

e Lower profit contribution from the Wind operating segment
(SEK -9.9 billion) driven by lower electricity prices. Higher person-
nel costs, maintenance costs and depreciation mostly related to
new assets had an additional negative impact.

* Lower profit contribution from the Distribution operating segment
(SEK -0O.5 billion), which is explained by a temporary reduction in
the electricity grid fee during the period 1 July-31 December 2023
as well as by higher personnel costs, maintenance costs and
depreciation as a result of growth.

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

¢ Higher profit contribution from the Heat operating segment
(SEK +6.8 billion) mainly as a result of price adjustments for heat
in Berlin and the Netherlands, which compensate for the higher
fuel costs in 2022.

¢ Slightly higher profit contribution from the operating segment
Customer & Solutions (SEK +0.2 billion) as a result of an increased
number of electricity customers in Germany, more business
customers in the Netherlands as well as increased customer sales
in France.

e Other items, net (SEK -0.3 billion).

Operating segments

Rorelseresultat (EBIT) Underliggande rorelseresultat

2023 2022 2023 2022
Customers & Solutions 7,571 7,416 7,566 7,413
Power Generation 2,457 -7,949 3,075 14,3322
Wind 6,646 16,436 6,544 16,479
Heat 434 -3,790 3,228 -3578
Distribution 1,530 2,086 1,526 2,070
Other? -1,638 -1,503 -1,925 -1,590
Eliminations -9 -51 -9 -51
Total 16,991 12,645 20,005 35,075
2023 2022
Underlying operating profit 20,005 30
ltems affecting comparability (for specification, see Income statement) -3014 -22,430
Financial net -769 -12,732
Profit before income taxes 16,222 -35,132

1 Other pertains mainly to all Staff functions, including Treasury and Shared Service Centres.
2 The value has been adjusted compared with information previously published in Vattenfall's financial report.

The underlying operating profit for the Customer & Solutions operat-
ing segment increased by SEK 0.2 billion compared to 2022 mainly
due to a growing customer base in Germany, an increase in busi-
ness customers in the Netherlands and higher sales to retail cus-
tomers in France. The underlying operating profit for the Power Gen-
eration operating segment decreased by SEK 11.3 mainly attributed
to a negative price effect from continental hedges, lower prices in
the Nordics as well as lower production volumes. The underlying
operating profit for the operating segment Heat increased by SEK
6.8 billion mainly as a result of price adjustments for heating in Berlin

and the Netherlands, which compensate for the higher fuel costs in
2022. The underlying operating profit for the Distribution operating
segment decreased by SEK 0.5 billion, due to a temporary reduction
of the electricity grid tariff during 1st July - 31st December 2023, as
well as higher personnel costs, maintenance costs and depreciation
as a result of growth. This was counteracted by extraordinary high
costs for the transmission network during 2022. Read more about
the Group’s operating segments in Note 7 to the consolidated
accounts, Operating segments.
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08 Financial information

Items affecting comparability that affected operating profit

Amounts in SEK million 2023 2022
Capital gains 240 312
Capital losses -184 -122
Impairment losses -6,520 -90
Reversed impairment losses 4161 668
Provisions 1243 -29681
Unrealised changes in the fair value of energy derivatives -1594 17,709
Unrealised changes in the fair value of inventories -662 -2,406
Other infrequent items affecting comparability 302 -5
Total -3,014 -22,430

1 The value has been adjusted compared with information previously published in Vattenfall’s financial reports.

ltems affecting comparability during January-December 2023
amounted to SEK -3.0 billion, which mainly relates to impairment
losses, reversed impairment losses, changes in the fair value of
energy derivatives and changes in provisions.

ltems affecting comparability during January-December 2023
amounted to SEK -22 4 billion, most of which pertains to changes in

market value for energy derivatives and inventories (SEK -20.1 billion).
The increase in provisions pertains mainly to the nuclear operations.

Costs for CO2 emission allowances

Costs for CO2 emission allowances for own use amounted to
SEK 6.2 billion in 2023, compared with SEK 4.2 billion in 2022.
The increase is mainly attributable to higher average prices for
COz emission allowances.
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Research and development

Vattenfall conducts research and development (R&D) to contribute
to and support the execution of its strategy in both the short and
long term. In 2023 Vattenfall invested SEK 464 million (479) in R&D.
For further information on Vattenfall's R&D activities, see page 23.

Financial items

Financial items amounted to SEK -0.8 billion in 2023, compared to
=127 billion in 2022. The decrease was primarily driven by the higher
return from the Nuclear Waste Fund which contributed positively
during 2023.

Taxes

For 2023, the Group reports a positive tax expense of SEK 5.8 billion
based on a reported profit before tax of SEK 16.2 billion SEK. The
effective tax rate amounts to 35.8%, which is a high tax rate com-
pared with a theoretical tax rate. The explanation for the high tax rate
is primarily due to a write-down of deferred tax assets in Germany.
For 2022, the Group reported a small tax income of SEK O.1 billion.
For more information, see the Group’s Note 13, Income taxes.

Comments on the consolidated balance sheet
Capital employed

Amounts in SEK million

31 December 2023

31 December 2022

Intangible assets: current and non-current 24,583 21,390
Property, plant and equipment 263,031 276,901
Participations in associated companies and joint arrangements 4140 7,094
Deferred and current tax assets 14,523 16,293
Non-current noninterest-bearing receivables 639 8M
Contract assets 119 226
Inventories 18,602 20,969
Trade receivables and other receivables 44,884 54,016
Prepaid expenses and accrued income 17,284 20,775
Unavailable liquidity 5446 2996
Other 1183 805
Total assets excl. financial assets 394,434 422,276
Deferred and current tax liabilities -15151 14,849
Other noninterest-bearing liabilities -1.824 -2,108
Contract liabilities -10,651 -9,809
Trade payable and other liabilities -39,041 -48,797
Accrued expenses and deferred income -22,855 -23,105
Other -1297 -1.562
Total noninterest-bearing liabilities -90,819 -100,230
Other interest-bearing provisions not related to adjusted net debt! -6,852 -10,114
Adjustment related to assets/liabilities held for sale 25278 6,109
Capital employed? 322,041 318,041
Capital employed, average 320,041 299,461
1 Includes personnel-related provisions for non-pension purposes, provisions for tax and legal disputes and certain other provisions.

2 See Definitions and calculations of key ratios for definitions of this Alternative Performance Measure.
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Financial position

Adjusted gross and net debt as per 31 December

Amounts in SEK million 2023 2022 Amounts in SEK million 2023 2022

Reported cash and cash equivalents and short-term investments 52270 172,386 Total interest-bearing liabilities -121,109 -176,765

Committed credit facilities (unutilised) 333 70,067 50% of Hybrid Capitall 10,494 10,966
Present value of pension obligations -28,092 -27.812

Cash, bank and similar assets and short-term investments fell by SEK  As per 31 December 2023, available liquid assets and/or committed Provisions for gas and wind operations and other environment-related provisions -15,404 -1,454

1201 billion compared to 31 December 2022. Confirmed credit facili- credit facilities amounted to 27.6 per cent of net sales. Vattenfall's tar- Provisions for nuclear power (net)2 -460M -53930

ties consist of a Revolving Credit Facility of EUR 2.0 billion with a matu-  getis to maintain a level of no less than 10 per cent of the Group’s net Margin calls received 287 2142

rity d@te of November2025,and a Committed Credit Facility of EUR sales, but at least the equivalent of the next 90 days” maturities. Liabilities to owners of non-controlling interests due to consartium agreements 10,065 0667

Holellieniin e MELRiey e @irls) DDeEiiles 20, Adjustment related to assets/liabilities held for sale 3429 1,031
Adjusted gross debt -186,342 -246,155
Reported cash and cash equivalents and short-term investments 52270 172,386

Interest-bearing liabilities and net debt as per 31 December Unavailable liquidity -5446 -2996

Amounts in SEK million 2023 2022 Adjusted cash and cash equivalents and short-term investments 46,824 169,390

E e 20987 1031 Adjusted net debt3 -139,518 -76,765

Sond lesues and ebiiics to ol ietivitens 61956 -63937 1 50% of Hybrid (?ap’\ta\ istreated as ea:ju\ty by the rating agehcies, which thereby reduces adjusted net debt. , ‘ -

. 2 The calculation is based on Vattenfall's share of ownership in the respective nuclear power plants, less Vattenfall's share in the Swedish Nuclear Waste Fund and liabilities to

Short-term debt, commercial papers and repo -20,071 -71017 associated companies. Vattenfall has the following ownership interests in the respective plants: Forsmark 66%, Ringhals 70.4%, Brokdorf 20%, Brunsbuttel 66.7%, Krummel

Hablities togssociated companies e I ot s ol bl

Liabilities to owners of non-controlling interests -10,065 -9,667 '

Other liabilities -7312 -9283

Total interest-bearing liabilities’ -121,109 -176,765 . X . . .

Cash and cash equivalents o7 680 106540 In thelr assessments of a company’s credit strength, the rating Equity ‘ o - . .
agencies and analysts regularly make a number of adjustments The Group’s equity increased by SEK 10.5 billion. The increase is

Short-term investments 24588 65846 of various items on the balance sheet in order to arrive at a figure mainly attributable to the profit for the period of SEK 10.4 billion

Loans to owners of non-controlling interests in foreign Group companies 415 521 for adjusted gross and net debt. Vattenfall's calculations of its and shareholder contributions from minority shareholders total-

Net debt’ -68,424 -3,858 adjusted gross and net debt are shown in the table above. ling to SEK 5.9 billion. In addition, Vattenfall has paid a dividend to

1 See Definitions and calculations of key ratios for definitions of this Alternative Performance Measure.

Net debt increased by SEK 64.6 billion to SEK 68.4 billion and adjusted
net debt increased by SEK 62.8 billion to SEK 139.5 billion compared to
31 December 2022. This is mainly derived from negative cash flow
after investments (SEK 63.9 billion), where of margin calls amounted to
SEK 741 billion.

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023

The adjusted net debt was also affected by higher provisions
for future decommissioning of wind power (SEK 39 billion) and
higher pension provisions (SEK 0.3 billion) which was offset by
lower provisions for nuclear power (SEK 7.9 billion)

the Swedish state of SEK 4.0 billion and has a negative effect in
other comprehensive income of net of SEK 2.1 billion.
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Comments on the consolidated statement of cash flows

Cash flow from operating activities

Specification of investments

Amounts in SEK million 2023 2022 Amounts in SEK million 2023 2022
Funds from operations (FFO) 30,058 42194 Hydro power 883 785
Cash flow from changes in operating assets and operating liabilities (working capital) -54,682 -41,040 Nuclear power 1,747 1687
Cash flow from operating activities -24.624 1154 Gas 144 255
Wind power 19,782 16,341
Funds from operations (FFO) fell by SEK 12.1 billion primarily due to lower underlying operating profit before depreciation and impairments Biomass, waste 25 38
(EBITDA). The cash flow from changes in working capital amounted to SEK -54.7 billion. The biggest contributing factor was the net received Total electricity generation 22,581 19,106
and paid margin calls (SEK -74.1 billion). This was partly offset by reduced working capital in the segments Power Generation (SEK +6.3 billion) Fossil-based power 1104 1013
and Custo.mer.s & Solutions (SEK +3.6 ‘b\’II\'on) as well as in treasury operations (SEK +5.1 billion). In addition, the working capital was affected by T 1688 1471
the reduction in inventory (SEK +2.1 billion). Other 693 183
Cash flow from investing activities Total CHP/heat 3,485 2,667
Electricity networks 6,861 BI525)
Amounts in SEK million 2023 2022 Total electricity networks 6,861 5,525
ReplECemEn: INYSSImanis 18498 2230 Purchases of shares, shareholder contributions 1,438 652
Growth investments 23842 12344 Other 2728 1831
Total investments 42,340 24,624 e T T 37,003 290,781
Total investments 3,060 751 Accrued investments (-)/release of accrued investments (+) 5328 -4214
- of which, shares 1,746 m Cash and cash equivalents in acquired companies -81 -943
Investments are specified in the to the right. Total investments with cash flow effect 42,340 24,624
Cash flow from financing activities
Cash flow from financing activities amounted to SEK 16.6 billion (19.7) in 2023.
VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023 119
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Consolidated income statement

Consolidated statement of comprehensive income

Amounts in SEK million, 1 January-31 December Note 2023 2022 Amounts in SEK million, 1 January-31 December 2023 2022
Net sales 6.8 290,168 239,644 Profit for the year 10,395 21
Cost of purchases 7 20713 -167,013 Lo
Other comprehensive income
Other external expenses 10 -21675 -20,908
Personnel expenses 42 _22.8909 20557 Items that will be reclassified to profit or loss when specific conditions are met
Other operating income and expenses, net 47 1215 -790 Cash flow hedges - changes in fair value -10.776 14478
Participations in the results of associated companies 19 1 137 Cash flow hedges - dissolved against income statement 14218 -106,390
Operating profit before depreciation, amortisation and impairment losses (EBITDA) 8 39,685 30,513 Cash flow hedges - transferred to cost of hedged item -24 -16
Hedging of net investments in foreign operations 115 2777
Depreciation, amortisation and impairments 9 -22,694 -17.868 ; ; ; :

: - - Translation differences, divested companies -4 =
Slpistiiilig e =E] @ 16,991 s Translation differences -59 14,684
Financial income# 12 3589 854 Income taxes related to items that will be reclassified -2,596 25,498
Financial expenses2 3.4 2 -8746 -7978 Total ltems that will be reclassified to profit or loss when specific conditions are met 764 -54,523
Retu-m from tk.]e Swedish Nuclear Waste Fund 20 4388 ==2608 Items that will not be reclassified to profit or loss
RIeitECoiieeSlaes 16,222 -87 Remeasurement pertaining to defined benefit obligations -3,591 13178
Income taxes expense 13 -5827 108 Income taxes related to items that will not be reclassified 732 -3582
Profit for the year 10,395 21 Total ltems that will not be reclassified to profit or loss -2,859 9,596
Attributable to owner of the Parent Company 8646 =102 Total other comprehensive income, net after income taxes -2,095 -44927
Attributable to non-controlling interests 1,749 1123

Total comprehensive income for the year 8,300 -44,906
Attributable to owner of the Parent Company 6,898 -47.227
Supplementary information Attributable to non-controlling interests 1,402 2321
Underlying operating profit before depreciation, amortisation and impairment losses® 8 40,340 535216
Underlying operating profit® 8 20,005 35,0756
Financial items, net excl. discounting effects attributable to provisions and return from the
Swedish Nuclear Waste Fund -3,024 -515
TIncluding items affecting comparability > -3014 -22430
2|ncluding interest components related to pension costs -1096 -578
3Including discounting effects attributable to provisions. -2133 -2,009
4Items affecting comparability recognised as financial income and expenses, net. - 6

5 See Definitions and calculations of key ratios for the definitions of the Alternative Performance Measures.

6 The value has been adjusted compared with information previously published in Vattenfall’'s financial reports,

see note 2 Important changes in the financial statements compared with the preceding year.

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023
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Consolidated balance sheet

Amounts in SEK million Note 31December 2023 31December 2022 Amounts in SEK million Note 31December 2023 31December 2022
Assets Equity and liabilities
Non-current assets Equity attributable to owners of the Parent Company
Intangible assets: non-current 16 18378 18347 Share capital 6,585 6,585
Property, plant and equipment 17 263,031 276,901 Reserve for cash flow hedges -29,188 -30,034
Participations in associated companies and joint arrangements 19 4,140 7,094 Translation reserve 15,860 15,699
Other shares and participations 330 324 Retained earnings incl. profit for the year 120,209 118,223
Share in the Swedish Nuclear Waste Fund 20 52175 47,6821 Total equity attributable to owners of the Parent Company 38 113,466 110,473
Derivative assets %6 7,774 SLi87 Equity attributable to non-controlling interests 25,963 18,464
Deferred tax assets 13 12242 16,133 Total equity 139,429 128937
Contract assets 6 13 51
Other non-current receivables 4600 3246 Non-current liabilities
Total non-current assets 362,683 400,965 Hybrid Capital 29 20,987 17,760
Other interest-bearing liabilities 29 57,746 78848
Current ?ssets Pension provisions 30 28,092 27812
Invemt?mes 21 18602 20969 Other interest-bearing provisions 31 125,023 128,239
Intangible assets: current 22 6,205 3043 Derivative liabilities 36 14906 45337
Trade receivables and other receivables 23 44,884 54,016
Contract assets 6 106 175 Deferred tax liabilities 13 13353 13,648
SevETse payES peid o4 18836 20199 Contract liabilities 6 9924 8,936
Derivative assets 6 24177 89,602 Other noninterest-bearing liabilities 32 1824 27108
Prepaid expenses and accrued income 25 17284 20,775 fetaiboe st Rt ES 271,855 g
Current tax assets 13 2281 160 Current liabilities
Short-term investments 26 24588 65,846 Trade payables and other liabilities 33 39,041 48,797
Cash and cash equivalents 27 27,682 106,540 Contract liabilities 6 727 873
Assets held for sale 28 41263 9947 Advance payments received 34 2449 26,692
Total current assets 225,908 391,362 Derivative liabilities 36 49,017 151,657
Total assets 8 588,591 792,327 Accrued expenses and deferred income 85 22855 23105
Current tax liabilities 13 1,798 1201
Hybrid Capital 40 - 4171
Other interest-bearing liabilities 29 42376 75986
Interest-bearing provisions 31 3,059 4,382
Liabilities associated with assets held for sale 28 15,985 3838
Total current liabilities 177,307 340,702
Total equity and liabilities 588,591 792,327
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See also information on Collateral (Note 39), Contingent liabilities (Note 40) and Commitments under consortium agreements (Note 41),

in the notes to the consolidated accounts.
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Consolidated statement of cash flows

Amounts in SEK million, 1 January-31 December Note 2023 2022 Amounts in SEK million, 1 January-31 December Note 2023 2022
Operating activities Financing activities

Operating profit before depreciation, amortisation and impairment losses (EBITDA) 39,685 30,513 Changes in loans to owners of non-controlling interests in foreign Group companies 107 -260
Tax paid -4,696 -4,360 Loans raised? 12,654 97,400
Capital gains/losses, net -56 -189 Repayment of other debt? -70413 -53997
Interest received 3517 897 Divestment of shares in Group companies to owners of non-controlling interests 698 —
Interest paid -4,768 -38M Redemption of Hybrid Capital -4331 —
Other, incl. non-cash items 37 -3624 19144 Issue of Hybrid Capital 3215 —
Funds from operations (FFO)' 30,058 42,194 Dividends paid to owners -4,428 -25,360
FlrEreEs e TErES 2065 20146 Contribution to non-controlling interest -84 -1,791
T e e e 2755 11196 Contribution from non-controlling interest 5951 3697
GnereEsin Gearsn lesiies 125509 12004 Cash flow from financing activities -56,631 19,689
Margin calls 74027 -63,128 Cash flow for the year -77,105 39,847
Cilrer el rigizs 2066 e Cash and cash equivalents

Cash flow from changes in operating assets and operating liabilities -54,682 -41,040 Cash and cash equivalents at start of year 106540 68176
Syl e il s iy -24,624 = Cash and cash equivalents included in assets held for sale -2,614 -4307
Investing activities Cash flow for the year -77105 39847
Acquisitions in Group companies 4 -1206 528 Translation differences 861 2824
Investments in associated companies and other shares and participations -151 -238 Cash and cash equivalents at end of year 27,682 106,540
Other investments in non-current assets 37 -40,983 -24.914 1 See Definitions and calculations of key ratios for the definition of this Alternative Performance Measure.

Total investments -42,340 -24,624 2 Short-term borrowings in which the duration is three months or shorter are reported net.

Divestments 37 3,060 751

Changes in short-term investments 43,430 42877

Cash flow from investing activities 4150 19,004

Cash flow before financing activities -20,474 20,158
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Supplementary information

Amounts in SEK million, 1 January-31 December 2023 2022
Cash flow before financing activities -20,474 20,158
Change in margin calls from Treasury operations 2444 -521
Changes in short-term investments -43,430 -42877
Financing activities
Divestment of shares in Group companies to owners of non-controlling interests 698 -
Dividends paid to owners -4,428 -25,360
Contribution from owners of non-controlling interests 5867 1,906
Cash flow after dividend -59,323 -46,694
Cash flow from operating activities -24.624 1154
Maintenance investments -18,498 12280
Free cash flow! -43,122 -11,126
Analysis of change in net debt
Net debt at start of year -3858 44,703
Cash flow after dividends -59,323 -46,694
Changes as a result of valuation at fair value -16 2225
Change in interest-bearing liabilities for leasing -1254 -1318
Changes in liabilities pertaining to acquisitions of Group companies,
discounting effects -344 —
Cash and cash equivalents included in assets held for sale -2,614 -4307
Translation differences on net debt -1,060 1,533
Net debt at end of year -68,424 -3,858
1 See Definitions and calculations of key ratios for the definition of this Alternative Performance Measure.
Financial
Liquid funds Short-term leasing Current Non-current

bank overdraft investments agreements liabilities liabilities Total
Net debt as at 1 January 2022 68,176 102,935 -6,150 -54,339 -65,919 44,703
Cashflow 39847 -43137 1034 -22,745 -21693 -46,694
Change in interest-bearing leasing liabilities - — -1318 — — -1,318
Translation differences on net debt 2824 6,569 -295 -4.382 -3183 1,533
Assets held for sale -4307 — — — — -4,307
Other non-cash items — — — 2225 — 2,225
Net debt as at 31 December 2022 106,540 66,367 -6,729 -79,241 -90,795 -3,858
Cashflow -77,105 -41,093 1,697 40574 16,604 -59,323
Change in interest-bearing leasing liabilities — — -1254 — — -1,254
Translation differences on net debt 861 -270 -57 -2846 1252 -1,060
Assets held for sale -2,614 - - - — -2,614
Other non-cash items — - 45 - -360 -315
Net debt as at 31 December 2023 27,682 25,004 -6,298 -41,513 -73,299 -68,424

VATTENFALL ANNUAL AND SUSTAINABILITY REPORT 2023
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Consolidated statement of changes in equity

Attributable Attributable
to non- to non-
controlling Total controlling Total
Attributable to owner of the Parent Company interests equity Attributable to owner of the Parent Company interests equity
Reserve Reserve
Share for  Translation Retained Share for  Translation Retained
Amounts in SEK million capital hedges reserve earnings Total Amounts in SEK million capital hedges reserve earnings Total
Balance brought forward 2023 6,585 -30,034 15,699 118,223 110,473 18,464 128,937 Balance brought forward 2022 6,585 36,968 4,163 132,994 180,710 16,472 197,182
Profit for the year — — - 8,646 8,646 1,749 10,395 Profit for the year - - - -1,102 -1,102 1,123 21
Cash flow hedges - changes in fair value - -10,776 — - -10,776 — -10,776 Cash flow hedges - changes in fair value — 14,478 — — 14,478 — 14,478
Cash flow hedges - dissolved against Cash flow hedges - dissolved against
income statement - 14,218 - - 14,218 - 14,218 income statement - -106,390 - - -106,390 — -106,390
Cash flow hedges - transferred to cost Cash flow hedges - transferred to cost
of hedged item — -24 — - -24 — -24 of hedged item — -16 — — -16 — -16
Hedging of net investments in foreign Hedging of net investments in foreign
operations — — 15 — 115 — 115 operations — — 2777 — 2,777 — 2,777
Translation differences, divested Translation differences — - 13,741 - 13,741 943 14,684
companies - - -na - -na - -n4a Remeasurement pertaining to defined
Translation differences — — 184 — 184 -243 -59 benefit obligations — — — 12857 12,857 321 13,178
Remeasurement pertaining to defined Income taxes related to other
benefit obligations - - - -3460 -3,460 =131 -3,591 comprehensive income — 24,926 572 -3516 21,982 -66 21,916
Income taxes related to other Total other comprehensive income
comprehensive income — 2572 -24 705 -1,891 27 -1,864 for the year - -67,002 11,536 9,341 -46,125 1,198 -44.927
Total other comprehensive income Lo
for the year _ 846 161 2755 1748 _347 2,095 Total comprehensive income for the year - -67,002 11,536 8,239 -47,227 2,321 -44,906
Total comprehensive income for the year - 846 161 5,891 6,898 1,402 8,300 IS BRES 2ETe i) OMinES - - N 2 el e 2
Group contributions from(+)/to(-) owners
Dividends paid to owners — — — -4.000 -4,000 -428 -4,428 of non-controlling interests — — — — - -131 -131
Group contributions from (+)/to (-) owners Changes in ownership in Group companies
of non-controlling interests — — — — - 1 1 on divestments of shares to owners of
Changes in ownership in Group non-controlling interests = = = 8 18 = 18
companies on divestments of shares to Contribution to/from non-controlling
owners of non-controlling interests — — — 33 33 658 691 interest — — — — - 1906 1,906
Contribution to/from non-controlling Changes as a result of changed ownership - - - - - 2 2
interest - - - - - 5867 5867 Other changes = = = 286 286 -160 126
Other changes - - - 62 62 -1 61 Total transactions with equity holders = = = -23,010 -23,010 -329 -23,339
Total transactions with equity holders - - - -3,905 -3,905 6,097 2,192 Balance carried forward 2022 6585 -30,034 15,699 18223 110,473 18,464 128,937
Balance carried forward 2023 6,585 -29,188 15,860 120,209 113,466 25,963 139,429
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See also Note 38 to the consolidated accounts, Specifications of equity.
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Note 1 Company information

The Annual and Sustainability Report was approved in accordance
with a decision by the Board of directors on 21 March 2024. The
Parent Company, Vattenfall AB (publ) with corporate identity number
B556036-2138, is a limited liability company with its registered office
in Solna, Sweden and with the mailing address SE-169 92 Stockholm,
Sweden. The consolidated balance sheet and income statement
included in Vattenfall's Annual and Sustainability Report will be sub-
mitted at the Annual General Meeting (AGM) on 29 April 2024. The
main activities of the Group are described in Note 8 to the consoli-
dated accounts, Operating segments.

Note 2 Important changes in the financial
statements compared with the preceding year

Recalculation of financial statements for 2022
No recalculations were made.

Presentation av Koncernens finansiella rapporter

In the Annual and Sustainability Report for 2023 the following

amendments in the presentations were made compared to

Vattenfall's 2022 Annual and Sustainability Report:

¢ In the supplementary information to the income statement,
changes in nuclear provisions from new cost assessments are
no longer classified as items affecting comparability and therefore
included in underlying operating profit. Effects from changes in
inflation and discount rates are classified as items affecting
comparability.

Note 3 Accounting policies

Conformity with standards and regulations

The consolidated accounts have been prepared in accordance with
the International Financial Reporting Standards (IFRS) issued by the
International Accounting Standards Board (IASB) as well as the inter-
pretations issued by the IFRS Interpretations Committee (IFRSIC) as
endorsed by the European Commission for application within the
EU. In addition, recommendation RFR 1-“Supplementary Account-
ing Policies for Groups’, issued by the The Swedish Corporate
Reporting Board (RFR), has been applied. RFR 1 specifies the addi-
tions to the IFRS disclosure requirements that are required by the
Swedish Annual Accounts Act.
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New IFRSs and interpretations effective as from 2023

None of the amendments to the existing accounting standards
effective from 2023 have had a material impact on the Vattenfall
Group’s financial statements.

New IFRSs and interpretations effective as from 2024 and later
A number of amendments in accounting standards and interpreta-
tions have been published, but have not become effective. These
are not considered to have a material impact on the Vattenfall
Group’s financial statements.

Basis of measurement

Assets and liabilities are reported at cost or amortised cost, with the

exception of certain financial assets and liabilities and inventories

held for trading, which are measured at fair value. Fair value is

defined as the price that would be received to sell an asset or paid

to transfer a liability in an orderly transaction between market partici-

pants at the measurement date. Vattenfall uses valuation methods

that reflect the fair value of an asset or liability appropriately. Finan-

cial assets and liabilities that are measured at fair value are

described below according to the fair value hierarchy (levels), which

in IFRS 13 is defined as follows:

¢ Level 1: Quoted prices (unadjusted) in active markets for identical
assets or liabilities.

¢ Level 2: Inputs other than quoted prices included in Level 1that
are observable for the asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from prices).

¢ Level 3: Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs).

Classification into a level is determined by the lowest level input that
is significant for the measurement of the fair value at the end of a
reporting period. Vattenfall assesses whether reclassifications
between the levels are necessary. Observable input data are used
whenever possible and relevant. For assets and liabilities included

in Level 3, fair value is modelled either on the basis of market prices
with adjustments that consider specific terms of a contract, or on
the basis of unobservable inputs such as future cash flows. The
assumptions for the estimated cash flows are monitored on a regu-
lar basis and adjusted if necessary.

Functional and presentation currencies

The functional currency is the currency of the primary economic
environment in which each Group entity operates. The Parent Com-
pany’s functional currency is Swedish kronor (SEK), which is also the
presentation currency of both the Parent Company and the Group.
This means that the financial statements are presented in Swedish
kronor. Unless otherwise stated, all figures are rounded off to the
nearest million Swedish kronor (SEK million).

Significant accounting policies
The accounting policies of the Group described below and in each
respective note to the consolidated accounts have been applied

consistently for all periods presented in the consolidated financial
statements.

Principles of consolidation

The consolidated financial statements cover the Parent Company,
subsidiaries, associated companies, joint ventures and joint arrange-
ments that are reported as a joint operation according to IFRS 11.

Subsidiaries

Subsidiaries are all entities over which the Parent Company has con-
trol. Control is considered to exist when the following three criteria
are met: (1) the investor is exposed to or is entitled to a variable
return from the investment, (2) the investor has the opportunity to
influence the return through its opportunity to govern the company,
and (3) there is a link between the return that is received and the
opportunity to govern the company. By influence is meant the rights
that allow the investor to govern the relevant business, that is, the
business which significantly influences the company’s return. Busi-
ness combinations are accounted for using the purchase method.
Subsidiaries’ financial statements, which are prepared in accord-
ance with the Group’s accounting policies, are included in the con-
solidated accounts from the point of acquisition to the date when
control ceases.

Joint arrangements

Ajoint arrangement is an arrangement over which two or more par-
ties have joint control. Joint arrangements are classified as a joint
operation or joint venture. A joint operation entails that the parties
that have joint control of the arrangement have rights to the assets,
and obligations for the liabilities, relating to the arrangement. A joint
venture entails that the parties that have joint control of the arrange-
ment have rights to the net assets of the arrangement. In a joint
operation, the respective owners recognise in relation to their inter-
est in the joint organisation: their assets and liabilities as well as their
respective share of assets and liabilities held or incurred jointly. Joint
ventures are reported in accordance with the equity method.

Associated companies

Associated companies are companies in which the Group has a
significant - but not controlling - influence or joint control with other
owners over their operational and financial management, usually
through shareholdings corresponding to between 20% and 50%

of the votes. From the point at which the significant influence is
acquired, participations in associated companies are reported in the
consolidated accounts in accordance with the equity method.

Transactions that are eliminated upon consolidation

Intra-Group receivables and liabilities, income and expenses, as well
as gains or losses arising from intra-Group transactions between
Group companies, are eliminated in their entirety when preparing
the consolidated accounts. Gains arising from transactions with
associated companies and joint ventures are eliminated to an extent
that corresponds to the Group’s holding in the company. Losses are

eliminated in the same manner as gains, but are treated as an
indicator of impairment.

Foreign currencies

Transactions in foreign currencies

Transactions in foreign currencies are translated to the functional
currency at the exchange rate on the day of the transaction. On the
balance sheet date, monetary assets and liabilities in foreign curren-
cies are translated to the functional currency at the exchange rate
applicable on that day. Exchange rate differences arising from trans-
lation of currencies are reported in the income statement. Opera-
tionally derived exchange gains and losses are shown under Other
operating income and Other operating expenses, respectively.
Financially derived exchange gains and losses are shown as Finan-
cial income and Financial expenses, respectively.

Financial reporting of foreign activities
Assets and liabilities of foreign activities, including goodwill and
other consolidated surplus and deficit values, are translated to SEK
at the exchange rate in effect on the balance sheet date. Income
and expenses of foreign activities are translated to SEK using an
average exchange rate. Translation differences arising from foreign
currency translation of foreign activities are reported in Other com-
prehensive income.

For the Vattenfall Group, key exchange rates applied in the
accounts are provided in Note 5 to the consolidated accounts,
Exchange rates.

Important estimations and assessments in the preparation

of the financial statements

Preparation of the financial statements in accordance with IFRS

requires the company’s executive management and Board of direc-

tors to make estimations and assessments as well as to make

assumptions that affect application of the accounting policies and

the reported amounts of assets, liabilities, income and expenses.

These estimations and assessments are based on historic experi-

ence and other factors that seem reasonable under current condi-

tions. The results of these estimations and assessments are then

used to establish the reported values of assets and liabilities that are

not otherwise clearly documented from other sources. The final out-

come may deviate from the results of these estimations and assess-

ments. The estimations and assessments are revised on a regular

basis. The effects of changes in estimations are reported in the

period in which the changes were made if the changes affected this

period only or in the period the changes were made and future peri-

ods if the changes affect both the current period and future periods.
Important estimations and assessments are described further in

the following notes to the consolidated accounts:

¢ Note 13 Income taxes

* Note 16 Intangible assets: non-current

¢ Note 17 Property, plant and equipment

¢ Note 30 Pension provisions

¢ Note 31 Other interest-bearing provisions
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In addition, in certain instances the group enters into contracts with
government (related) bodies with the intention of the government
providing financial support through the use of so called Contracts
for Differences (CfDs). Significant judgement is required as the
accounting treatment is dependent on the future cash flows from
the contract which in turn depend on future production and future
market price.

Inflation and interest rates are parameters with a significant effect
on provisions, in particular provisions related to nuclear power
operations, in the financial statements. The macroeconomic devel-
opment affects these parameters and in turn the outcome of
Vattenfall's reported nuclear power provisions in Sweden. In light of
the volatile inflation and interest rate development during 2023,
alternative approaches were examined to determine the discount
rate that best reflects management’s assessment of how changes
in inflation and interest rates should be reflected in the financial
statements. The new approach has been established during fourth
quarter resulting in an applied discount rate of 280% (2.0%). This
has had a significant impact on the nuclear power provisions in Swe-
den, see Note 31 to the consolidated accounts, Other interest-bear-
ing provisions.

Influences of market volatilities
Developments in the energy markets affect all of Vattenfall's various
operations. Both commodity price levels and associated volatility
have fallen considerably from last year's highs. Prices had continued
to fall in the first quarter of 2023 but have been relatively stable
since then. Margining arrangements such as Credit Support Annex
supplements continue to challenge the liquidity position of many
companies. Due to the fall in commodity prices relative to 2022,
Vattenfall is reporting a cash outflow from both the repayment of
margins received and the payment of margin on open contracts.
Inflation rates have fallen significantly since the first quarter of 2023
although interest rates are still higher now than at the start of the year.
The procurement of gas and other raw materials was not signifi-
cantly affected by the continuing war in Ukraine. For a description
of risks, uncertainties and risk management, please refer to pages
68-72.
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Note 4 Acquired and divested operations

Acquired operations

Acquisitions 2023

On 4 January, Vattenfall acquired 100% of the shares in Bristol Heat
Networks Ltd. (United Kingdom). Vattenfall's ambition is to expand
the existing heat network in Bristol, serving the local community with
reliable, low-carbon heat. The total purchase price for the shares was
GBP 21 million, equal to the fair value of total net assets acquired.

On 9 June Vattenfall acquired 100% of the shares in Solizer
Deutschland GmbH, a solar developer situated in Hamburg, Ger-
many. The company holds certain project rights for the construction
and operation of solar parks in Germany, which will support
Vattenfall's growth ambition in the solar area. The acquisition price
consisted of a fixed amount of EUR 63.3 million which was paid at
acquisition. In addition, a consideration estimated to EUR 29.5 mil-
lion could become due as a result of an earn-out scheme depending
on the progress of the projects. The potential earn-out is recognized
as a liability. The total acquisition price equaled the fair value of total
net assets acquired.

In addition to this a number of minor companies have been
acquired during the period.

2023
Property, plant and equipment 601
Other non-current receivables 4
Total non-current assets 605
Inventories 1141
Trade receivables and other receivables 33
Advance payments paid 10
Prepaid expenses and accrued income 2
Cash and cash equivalents 84
Total current assets 1,270
Total assets 1,875
Other interest-bearing provisions 4
Total non-current liabilities 4
Trade payables and other liabilities 160
Advance payments received nz
Accrued expenses and deferred income 39
Current tax liabilities 1
Total current liabilities 312
Total liabilities 316
Total net assets 1,569
Additional purchase price (earn out) -338
Goodwill 66
Total purchase consideration paid 1,287

Acquisitions 2022
On 17 June 2022 Vattenfall acquired 85% of the shares in Zephyr
Vind AB. The total purchase price for the shares was SEK 175 million,
and the fair value of total net assets acquired is SEK 175 million.
On1November 2022 Vattenfall acquired 100% of the shares in
Warmtebedrijf Holding B.V. which includes two subsidiaries owning
and operating a district heating grid in the Rotterdam and Leiden
area in the Netherlands. Vattenfall acquired Warmtebedrijf Holding
B.V.in order to secure continuation of providing heat delivery ser-
vices to the Rotterdam and Leiden areas. The purchase price was
SEK 239 million, and the fair value of total net assets acquired is SEK
239 million.

Divested operations
Divestments 2023
On 31 January, Vattenfall finalised the divestment of the gas-fired
power plant Magnum in the Netherlands to RWE. The consideration
received for the divested fixed assets amounted to SEK 4,926 million.
On1March the sale of the company Vattenfall Heizkraftwerk Moor-
burg GmbH to Hamburger Energiewerke (HENW) was completed. In
addition to this a number of minor companies have been sold during
the period. Total consideration received for all divested companies
amounted to SEK 2,443 million and the total capital gain amounted
to SEK 59 million. Below follows a specification of net assets in
divested companies.

2023
Non-current assets 662
Participations in associated companies and
jointarrangements 140
Deferred tax assets 574
Total non-current assets 1,376
Inventories 1
Trade receivables and other receivables 173
Cash and cash equivalents 3973
Total current assets 4,147
Total assets 5,623
Pension provisions 332
Other interest-bearing provisions 3352
Deferred tax liabilities 35
Total non-current liabilities 3,719
Trade payables and other liabilities 18
Total current liabilities 18
Total liabilities 3,837
Total net assets 1,686
Owners of non-controlling interest (minority) 698
Sales price 2,443
Capital gain (+)/loss (-) recognised in the income
statement 59

Divestments 2022
No material divestments were made during 2022.
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Note 5 Exchange rates

Key exchange rates applied in the accounts of the Vattenfall Group:

Average rate Balance sheet date rate
Currency 2023 2022 31 December 2023 31 December 2022
EUR 11.4563 10.6258 11.0960 111218
DKK 15377 14283 14888 14956
GBP 131692 124463 12.7680 125397
usbD 10.5945 10.0881 10.0416 104273

Note 6 Net sales

Accounting policy

Net sales include revenue from sales and distribution of electricity
and heat, sales of gas, energy trading and other revenues such as
service and consulting assignments and connection fees.

Vattenfall offers customers discounts and bonuses on sales of
electricity, gas and heat through various campaigns. Various types
of discounts and bonuses are offered from country to country.
Vattenfall recognises discounts and bonuses when the perfor-
mance obligation to the customer is satisfied, which in general is
when the electricity, gas or heat has been delivered to the customer.

Various sales channels are used to sell Vattenfall's products,
which gives rise to different types of costs associated with sales
activities. These costs to obtain a contract related to revenues from
contracts with customers are shown in Note 16 to the consolidated
accounts, Intangible assets: non-current. The amortisation schedule
depends on the contract duration.

Sales and distribution of electricity, heat and gas

Sales of electricity, heat and gas and related distribution are recog-
nised as revenue at the time of delivery, excluding value-added tax
and excise taxes. Depending on the system for metering of con-
sumption, Vattenfall invoices either based on expected consump-
tion, with a reconciliation when the readout takes place, or based
on actual consumption.

Vattenfall's electricity transactions between Nordic electricity gen-
eration and sales activities in the Nordic countries are transactions
vis-a-vis the Nordic electricity exchange. The purchases that the
sales activities make from the Nordic electricity exchange are, at
the Group level, offset against sales of generation to the Nordic
electricity exchange.

Vattenfall has entered into long-term power purchase agreements
which are supplied to the customers through physical delivery of
electricity. The performance obligation is fulfilled over time and the
income is reported within sales from electricity at delivery. These
agreements do not contain derivatives nor are they to be treated as
lease agreements.
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Develop to sell projects

Vattenfall constructs Wind and Solar projects for the purpose of
selling them. The assets under construction are accounted for as
inventory and the sales proceeds are recognized as revenue in
accordance with IFRS 15. Depending on the contract details, reve-
nue is being recognized as the performance obligation is satisfied
at a point of time or over time.

2023 2022
Sales of electricity 185,683 159,132
Sales of gas 51679 35817
Sale of heat and steam 22920 15,600
Distribution 11,566 13412
Sale of service and consulting services 5266 4977
Revenue from Develop to sell projects 4,630 893
Total revenues from contracts with
customers 281,744 229,831
Other revenues 8424 9,813
Total 290,168 239,644

Revenue from contracts with customers is recognised when the
performance obligation is satisfied. Contract assets mainly consist
of bonus payments made to a customer for entering into a new con-
tract or prolonging an existing contract. These are amortized over
the minimum contractual period. Connection fees paid by custom-
ers to connect to a network form the main part of contract liabilities.
These are released over the expected life of the underlying network
asset and recognised as revenue.

Contract balances 2023 2022
Contract assets 119 226
- amortization of contact assets as cost

during the year 309 486
Contract liabilities 10,651 9,809
- release of contract liabilities as revenue

during the year 346 561

Note 7 Cost of purchases

2023 2022
Electricity commodities 93596 56,070
Electricity grid cost 22139 20,455
Emission allowances 6245 4213
Gas purchases 66,419 54,223
Nuclear fuel purchases 1473 1517
Other fuel purchases’ 371 3914
Unrealized fair value changes derivatives 1594 17,709
Other 11936 8912
Total 207,113 167,013

1 Consists of coal, oil and biofuel.
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Note 8 Segment reporting

Accounting policy

An operating segment is a component of the Group that engages
in business activities from which it may earn revenues and incur
expenses and for which discrete financial information is available.
An operating segment’s result is reviewed regularly by “the chief
operating decision maker’, who in Vattenfall is the Chief Executive
Officer, to assess its performance and to make decisions about
resources to be allocated to the operating segment.

Financial information

Vattenfall is organised in six Business Areas: Customers & Solutions,

Generation, Markets, Wind, Heat, and Distribution. The aim with the
organisational structure is to increase the Group's business and
performance focus, and to capitalise on cross-border synergies.
The segment reporting corresponds with Vattenfall's organisational
structure with the addition that Business Area Generation consist
of the business areas Generation and Markets.

Areas of responsibility for the operating segments
The Customers & Solutions operating segment is responsible for

sales of electricity, gas and energy services in all of Vattenfall's markets.

The Power Generation operating segment comprises the
Business Areas Generation and Markets. The segment includes
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Vattenfall's hydro and nuclear power operations, maintenance
services business, optimisation, and physical and financial trading
within Markets trading operations. Markets also includes certain
large business customers.

The Wind operating segment is responsible for development,
construction and operation of Vattenfall's wind farms as well as
large-scale and decentralised solar power and batteries.

The Heat operating segment comprises Vattenfall's heat busi-
ness (district heating and decentralised solutions) and gas- and
coal-fired condensing plants.

The Distribution operating segment comprises Vattenfall's
electricity distribution operations in Sweden and the UK.

Staff Functions and Shared Service Centres

A number of Group-wide Staff Functions direct, administrate and
support the business activities. The Staff Functions are centrally
placed within the organisation as a whole and in the Business Areas.
Shared Service Centres (Shared Services) focus on transaction-
related processes and are an integral part of Vattenfall's business
activities. Shared Services are led with a focus on efficiency and
utilisation of scale economies. Staff Functions and Shared Services
are reported under the heading Other.

External net sales

Internal net sales

Total net sales

2023 2022 2023 2022 2023 2022
Customers & Solutions 207,303 174,026 9,036 9125 216,339 183151
Power Generation 37,760 28193 169,7502 1775952 207510 205,788
Wind 8537 4,308 16,836 24,801 25373 29,109
Heat 25844 20933 18358 39572 44,202 60,505
Distribution 10,445 1,733 694 764 1139 12,497
Other’ 279 451 9,678 8079 9957 8530
Eliminations - = 224,352 -259,936 -224,352 -259,936
Total 290,168 239,644 - - 290,168 239,644

Operating profit before
depreciation, amortisation and
impairment losses (EBITDA)

Underlying operating profit before
depreciation, amortisation and
impairment losses

2023 2022 2023 2022
Customers & Solutions 8783 8,396 8778 8393
Power Generation 7714 -2903 8331 19,383
Wind 13,321 22554 13602 22,508
Heat 6,328 -1515 6,380 -641
Distribution 4,294 4,637 4,290 4,622
Other! -746 -605 -1,032 -693
Eliminations -9 -51 -9 -51
Total 39,685 30,513 40,340 53,521

Operating profit (EBIT)

Underlying operating profit

2023 2022 2023 2022

Customers & Solutions 7571 7416 7,566 7413
Power Generation 2457 -7.949 3075 14,332
Wind 6,646 16,436 6,544 16,479
Heat 434 -3790 3228 -3578
Distribution 1530 2,086 1526 2,070
Other! -1638 -1503 -1925 -1590
Eliminations -9 -51 -9 -51
Total 16,991 12,645 20,005 35,075
2023 2022

Underlying operating profit 20,005 35075
ltems affecting comparability (for specification, see Income statement) -3014 -22,430
Financial net -769 -12,732
Profit before income taxes 16,222 -87

1 “Other” pertains mainly to all Staff functions including treasury activities and Shared Service Centres

2 Pertains mainly to Markets' sales of electricity, fuel and CO2 emission allowances to other segments within Vattenfall.
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Investments Assets

2023 2022 2023 2022
Customers & Solutions 1,410 1340 167,036 97,165
Power Generation 3034 2,686 530,263 588,851
Wind 26,026 12,496 132144 127,757
Heat 4563 3228 96,466 93331
Distribution 7,000 5607 61123 57,480
Other! 1529 1,606 395,462 366,208
Eliminations -1,222 -2,339 -793903! -538,465'
Total 42,340 24,624 588,591 792,327

1 Pertains mainly to Markets' liquid assets and financial receivables from other operating segments.

Information about geographical areas

External net sales

Internal net sales

Total net sales

2023 2022 2023 2022 2023 2022

Sweden 55,842 51553 5,651 3847 61,493 55,400
Germany 132150 98,039 214,673 211,678 346,823 309,717
Netherlands 85,037 68,928 144,331 151249 229,368 220177
Denmark 6,603 15,710 948 575 7551 16,285
UK 4,495 324 7,962 9,703 12457 10,027
Other countries 6,041 5090 4521 1ms 10,562 6,205
Eliminations — — -378,086 -378167 -378,086 -378167
Total 290,168 239,644 - - 290,168 239,644
Intangible assets: non-current,

property, plant and equipment

Operating profit (EBIT) Underlying operating profit and investment property

2023 2022 2023 2022 2023 2022

Sweden 19,080 -5476 14,530 1894 150,287 150,050
Germany -1697 4215 4,949 17,751 19,024 43142
Netherlands -5,061 675 -4,402 4,496 65,309 55428
Denmark 1105 6,045 995 6,005 28,016 24379
UK 3230 6,453 3599 6,431 17,215 20,733
Other countries 334 733 334 736 1558 1516
Total 16,991 12,645 20,005 37,313 281,409 295,248
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Note © Impairment losses and reversed impairment losses

Accounting policy

General principles

Assessments are made throughout the year for any indication that
an asset may have decreased in value. If there is an indication of this
kind, the asset's recoverable amount is estimated. For goodwill and
other intangible assets with an indefinite useful life and for intangible
assets that are still not ready for use, the recoverable amount is cal-
culated at least annually or as soon as there is an indication that an
asset has decreased in value.

If the essentially independent cash flow for an individual asset
cannot be established for the assessment of any need for impair-
ment, the assets must be grouped at the lowest level where it is
possible to identify the essentially independent cash flow (a
so-called cash-generating unit). An impairment loss is reported
when an asset or cash-generating unit's reported value exceeds the
recoverable amount. Any impairment loss is recognised in profit or
loss. Impairment of assets attributable to a cash-generating unit is
allocated primarily to goodwill. Thereafter, a proportional impairment
loss is conducted of other assets that are part of the unit.

Calculation of the recoverable amount

The recoverable amount is the higher of fair value less costs to sell
and value in use. When calculating value in use, the future cash flow
is discounted by a discounting rate that takes into consideration
risk-free interest and the risk associated with the specific asset.

Reversal of impairment losses

Impairment of goodwill is never reversed. Impairment of other assets
is reversed if a significant and lasting change has occurred in the
assumptions that formed the basis for the calculation of the recov-
erable amount. An impairment loss is reversed only if the asset’s
carrying amount after reversal does not exceed the carrying amount
that the asset would have had if the impairment loss had not been
recognised.

Financial information

Process for impairment testing

The main assumptions that executive management has used in
calculating projections of future cash flows in cash-generating units
with finite useful lives are based on forecasts of the useful life of the
respective assets. The projected cash flows are based on market
prices and on Vattenfall's long-term market outlook. The long-term
market outlook is based on internal and external input parameters
and is benchmarked against external price projections. Based on
the price assumptions, the dispatch of the power plants is calcu-
lated, taking technical, economic and legal constraints into consider-
ation. Technical flexibility of the assets, that is the ability to adapt
generation to changes in spot market prices, has been taken into
account. Cash flow projections of other cash-generating units are
based on the business plan for the coming five years, after which
their residual value is taken into account, based on a growth factor
of 0%-2% (0%-0.5%). If the final year of the business plan horizon

does not represent reasonable basis for assessing long-term value,
an extended forecast may be required to arrive at a steady-state
earnings situation on which to calculate the terminal value.

Future cash flows have been discounted to value in use using the
following discount rates per reporting segment:

2023 2022
Before After Before After
tax tax tax tax
Diskonteringsranta
Distribution Sverige, % 58 46 B 44
Diskonteringsranta BA
Wind, % 69-84 51-63 58-75 44-57
Diskonteringsranta BA
Heat, % 62-93 5069 61-89 4566
Diskonteringsranta BA
C&S, % 72-76 52-57 6.6-6.8 47-54
Diskonteringsranta BA
Power Generation, % 72-90 57-70 6.8-89 54-71

The discount rate varies for the various asset classes, depending on
their risk. When setting the discount rate for non-regulated business,
consideration has been given to the extent of exposure this has

for changes in wholesale prices of electricity, fuel, CO2 emission
allowances, and regulatory risks. An increase in the discount rate

by 0.5 percentage points would give rise to an impairment need

of SEK 0.6 billion in BA Heat.

Electricity prices and margins for generation assets represent
another major value driver. Electricity prices are relevant for hydro,
non-subsidized wind and nuclear power plants, while the most
important production margins are the “clean spark spread” for gas-
fired power plants and the “clean dark spread” for hard coal-fired
power plants. Those spreads include electricity prices as well as the
respective cost for fuel and CO2z emission allowances to produce
the electricity, considering fuel type and efficiency factors. Based
on the assumptions used in the impairment testing, a decrease in
future electricity prices by 5%, with unchanged costs for fuel and
CO2 emission allowances, would lead to a decrease in the value of
our power production units and would result in an impairment need
of SEK 1 billion mainly in BA Heat.

Vattenfall has performed impairment testing by calculating the
recoverable amount of the cash-generating units. The structure of
the cash-generating units, which represent the smallest group of
identifiable assets that generate continuous cash inflows that are
largely independent of other assets or groups of assets, is based on
the Group'’s Business Area structure and further split into Group’s
Business Unit structure and regions where relevant.

Goodwill is not amortized but is instead tested annually for impair-
ment. Impairment testing of goodwill is included in the impairment
testing process described above. 98.3% of the goodwill for the
group is related to the cash generating unit Customers & Solutions
in the Netherlands. For the annual testing of this goodwill three
different scenarios are used. In the most conservative scenario the
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expected gross margin, which is the key parameter, is reduced by
50% and also this scenario would not result in an impairment need.

In addition to the regular impairment test for the cash-generating
units, Vattenfall reports separate assets held for sale if the expected
sales price is below the reported book value of the assets. Further-
more, shareholdings in associated companies for which the equity
method is applied are outside a Cash Generating Unit and thus
tested for an impairment need on an individual basis.

Impairment losses & Impairment reversals 2023
An impairment was reported in the second quarter 2023 amounting
to SEK 38 billion, as it was deceided to stop the development of the
offshore wind power project Norfolk Boreas in the UK. This impair-
ment has been reversed in the fourth quarter. The reversal is based
upon expected selling price from the agreement with RWE to divest
the Norfolk Offshore Wind Zone.

In addition, impairments amounting to SEK 2.7 billion related to
business area Heat have been recorded in the fourth quarter.

Note 10 Other external expenses

2023 2022
Purchased services 7.836 7677
IT expenses 2673 2,091
Consulting expenses 4875 3396
Non-capitalised lease expenses 712 687
Marketing and selling expenses 1871 1189
Expenses related to provisions 1250 4,409
Other 2458 1459
Total 21,675 20,908

Note 11 Other operating income and expenses

Other operating income and expenses mainly relates to realised and
unrealised exchange rate differences deriving from operational
activities.

2023 2022
Other operating income 3757 2154
Other operating expenses -2542 -2,944
Total 1,215 -790
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Note 12 Financial income and expenses

Accounting policy

Interest income is reported as it is earned. The calculation is made
on the basis of the return on underlying assets in accordance with
the effective interest method. Dividend income is reported when the
right to receive payment is established. Interest income is adjusted
for transaction costs and any rebates, premiums and other differ-
ences between the original value of the receivable and the amount
received when due.

For calculation of interest effects attributable to provisions,
various discount rates have been used, see Note 30 to the consoli-
dated accounts, Pension provisions, and Note 31 to the consoli-
dated accounts, Other interest-bearing provisions, for the discount
rates used. Issue costs and similar direct transaction costs for rais-
ing loans are distributed over the term of the loan in accordance
with the effective interest method. Borrowing costs directly attributa-
ble to investment projects in non-current assets which take a sub-
stantial period of time to complete are not reported as a financial
expense but are included in the cost of the non-current asset during
the construction period. Leasing fees are distributed between inter-
est expense and amortisation of the outstanding debt. Interest
expenses are distributed over the leasing period so that each
accounting period is charged in the amount corresponding to a
fixed interest rate for the reported debt in each period. Variable fees
are carried as an expense in the period in which they arise.

Financial income

2023 2022
Interest income attributable to investments 3515 780
Dividends 69 66
Capital gains from divestments of shares
and participations 5 8
Total 3,589 854
Financial expenses

2023 2022
Interest expenses attributable to loans 4174 4818
Interest effects attributable to provisions 2133 2,009
Interest expenses for the net of pension
provisions and plan assets 1,095 578
Exchange rate differences, net 522 314
Net change in value from remeasurement
of derivatives 528 258
Net change in value from remeasurement
of other financial assets 294 —
Capital losses from divestments of shares
and participations - 1
Total 8,746 7978

Note 13 Income taxes

Accounting policy

Income taxes comprises current tax and deferred tax. Income tax

is reported in the income statement except when the underlying
transaction is reported in Other comprehensive income or in Equity,
whereby also the associated tax effect is reported in Other compre-
hensive income and Equity, respectively.

Current tax is tax to be paid or received for the current year, with
the application of the tax rates that are established or, established in
practice as of the balance sheet date. Adjustments of tax paid attrib-
utable to previous periods are also included in this.

Deferred tax is calculated in accordance with the balance sheet
method on the basis of temporary differences between the reported
and taxable values of assets and liabilities. The valuation of deferred
tax is based on how the reported value of assets or liabilities is
expected to be realised or settled. Deferred tax is calculated in
accordance with the tax rates and tax rules that have been estab-
lished or have been established in practice by the balance sheet
date.

Deferred tax assets concerning non-deductible temporary differ-
ences and tax-loss carryforwards are only reported to the extent that
it will be possible for these to be used. The value of deferred tax
assets is reduced when it is no longer considered likely that they
can be used.

Important estimations and assessments

On its balance sheet, Vattenfall reports deferred tax assets and liabil-
ities that are expected to be realised in future periods. In calculating
these deferred taxes, certain assumptions and estimations must be
made. The estimations include assumptions about future taxable
earnings, that applicable tax laws and tax rates will be unchanged in
the countries in which the Group is active, and that applicable rules
for utilising tax-loss carryforwards will not be changed.

Vattenfall apply the methods prescribed in IFRIC 23 ‘Uncertainty
over Income Tax Treatments’ when making provisions for uncertain
tax positions, and the provisions made are based on different
scenarios of possible outcomes. The Group also reports future
expenses arising out of ongoing tax audits or tax disputes under
Current tax liabilities. The outcome of these may deviate from the
estimations made by Vattenfall.

The group has applied the temporary exception issued by the
IASB in May 2023 from the accounting requirements for deferred
taxes in IAS 12. Accordingly, the Group neither recognizes nor dis-
closes information about deferred tax assets and liabilities related
to Minimum Taxation rules, Pillar Two income taxes.

On December 13,2023, the Swedish parliament, enacted the new
tax legislation effective from 1 January 2024. Under the legislation,
the parent company will be required to pay, in Sweden, top-up tax
on profits of its subsidiaries that are taxed at an effective tax rate of
less than 15%. High level impact assessment of the new tax legisla-
tion does not indicate any expected material negative tax conse-
guence as the group does not have business activities in low tax
jurisdictions. The assessment and implementation of the new rules
will continue during 2024.

Financial information
Break down of the reported income tax

2023 2022
Current tax expense (-)/ tax income (+)
Current taxes pertaining to the period:
Sweden -1292 -1266
Germany -939 -3228
Netherlands -18 750
Other countries -1126 -2430
Adjustment of current tax for prior periods:
Sweden -56 -25
Germany 18 26
Netherlands 70 -43
Other countries 128 28
Total current tax -3,115 -6,188
Deferred tax expense (-)/ tax income (+)
Sweden -1,802 4,479
Germany -2,191 2808
Netherlands 1403 -829
Other countries 122 -162
Total deferred tax -2,712 6,296
Total income tax expense -5,827 108
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The difference between the nominal Swedish tax rate and the effective tax rate

The tax-loss carryforwards fall due as follows:

2023 2022 2023
% MSEK % MSEK 2024 -
Profit before tax 16222 -87 2025-2028 9
Swedish income tax rate at 31 December 206 -3342 206 18 2029 and beyond 9,024
Difference in tax rate in foreign operations 01 14 -3851 -335 No time limit 7,651
Tax adjustments for previous periods -18 289 50.6 44 Total 16,694
Utlization of previously not recognized losses -02 30 989 86 )
Revaluation of previously non-valued losses and other temporary differences 04 -59 287 25 The texcloss carryforv@rds corrgspond toa potght|al.deferred tax
asset of SEK 3,167 million, of which SEK 1,165 million is booked on
Tax-loss carryforwards from current year that are not valued 16 -265 -69 -6 the balance sheet as of December 31,2023, Tax-loss carryforwards
Capital gains 06 -104 575 50 not included in the computation of deferred tax represent a tax
Participations in the results of associated companies -05 76 828 72 value of SEK 2,002 million and pertain mainly to loss carryforwards
Non-deductible impairment losses 35 572 230 20 in German operations. These have not been assigned any value as
Changed tax rates 00 7 126 N it is currently uncertain whether it will be possible to use them.
Non-deductible interest 04 -57 -750.6 -653
Other non-deductible expenses 0.7 -n4 -157.5 -137
Other non-taxable income 105 -1,688 1120.7 975
Effective tax rate 35.9 -5,827 1241 108

For 2023 the group reports profit before tax of SEK 16,222 million.
Based on the Swedish income tax rate of 20.6 % we would expect
an income tax expense of SEK 3,342 million. The reported income
tax expense amount to SEK 5,827 million. The effective tax rate is
359 %.

The main difference between the Swedish income tax rate and
the effective tax rate, in total SEK 2,485 million, is explained by the
impairment of the deferred tax assets related to the business in
Germany. Divesting Heat Berlin decreases the future cash flows in
Germanysignificantly whereby an impairment of related deferred tax

Balance sheet reconciliation of current tax

assets has been recorded amounting to SEK 6.8 billion. The majority,
SEK 4.2 billion, has been recorded directly in equity just as the
underlying balance sheet items. The remaining impairment of SEK
2.6 billion has been recorded as a tax cost in the consolidated
income statement.

The 2022 effective tax rate was mainly due to non-deductible
interest relating to the interest limitation rules in Sweden and that
the income in Germany for the Hydro power plants are charged with
50% of the German corporate tax rate.

Break down of the deferred tax

2023 2022 2023 2022
Balance brought forward net asset Non-current assets -34,095 -32,602
(+)/ net liability (-) -1.041 299 Current assets -10250 -42625
Translation differences, acquisitions, dis- Provisions 21026 21737
posals and as;ets hel‘d forsale 40 6 Other non-current liabilities 2269 2497
'r:‘;iriitrra;? gfﬁﬂ;‘”g Sl e B a4 Current liabilities 14523 46548
Change via income statement -315 -6,188 Sl seees 4251 c
T - 17 606 Tax losses carried forward 1165 9
Taxes paid, net 4696 4360 ekl -m A

Balance carried forward net asset
(+)/ net liability (-) 483 -1,041

1 Of which, equity hedge amounts to SEK -16 million (572).

The increase in taxes paid compared to 2022 is mainly explained by
a high taxable profit in Germany for 2022.
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The net deferred tax position changed with SEK -3,596 million dur-
ing 2023, mainly caused by the change in cash flow hedges, other
unrealized derivatives and pension provisions.

Accumulated tax-loss carryforwards

2023 2022
Sweden 56 76
Germany 7.861 7,786
Netherlands 6,679 2201
Other countries 2,098 1163
Total 16,694 11,226

Note 14 Leasing

Accounting policy
A right-of-use asset along with a lease liability is recognised on the
balance sheet for all lease contracts except for leases for which the
underlying asset is of low value or if the contract duration is 12
months or less.
The right-of-us-asset is initially measured at cost, which com-
prises the initial amount of the lease liability adjusted for any lease
payments made at or before the commencement date, plus any
initial direct cost incurred and an estimate of costs to dismantle and
remove the underlying asset.
The right-of-use asset is subsequently depreciated using the
straight-line method from the commencement date to the earlier of
the end of the useful life of the right-of-use asset or the end of the
lease term.
The lease liability is initially measured at the present value of the
lease payments outstanding at the commencement date, dis-
counted using Vattenfall's incremental borrowing rate, which is
updated by the Treasury department twice a year.
Lease payments included in the measurement of the lease
liability comprise:
¢ Fixed payments
¢ Variable lease payments that depend on an index or rate
* Amounts expected to be payable under a residual value guarantee;
and

* The exercise price under a purchase option that the Group is rea-
sonably certain to exercise, lease payments in an optional renewal
period, if the Group is reasonably certain to exercise an extension
option, and penalties for early termination of a lease unless the
Group is reasonably certain not to terminate early.

Vattenfall is applying the practical expedient related to low value
leases and short term leases. These contracts will be expensed
directly.

Assets leased out under finance leases are not reported as
property, plant and equipment, since the risks associated with
ownership are transferred to the lessee. Instead, a financial receiv-
able is entered for the future minimum lease payments.

Assets leased out under operating leases are reported as property,
plant and equipment and are subject to depreciation.
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Leased Property plant and equipment
As alessee

Note 15 Auditors’ fees Note 16 Intangible assets: non-current

Vattenfall leases different assets, including but not limited to land within BA Wind, office buildings, vehicles and other. More detailed information 2023 2022 Accounting policy

on leases for which Vattenfall is a lessee is presented below. Annual audit assignment 48 45 Goodwiill

Right-of-use-assets Land Buildings Vehicles Other Total ::::;:ﬁ;?f:sgg:rf:nbteSIdes the 8 5 ‘GOOde 1S me§:|§ured at C(.JSt less any a‘ccgmu\ate‘d lmpau'me‘nt

Balance as of | January 2084 740 358 55 6435 ; - osses. oodvvl is not subject tq amortlsatlon butis t.est.ed atleast
Tax consulting 1 annually for impairment. Goodwill that arises on acquisition of

Additions to the right-of-use-asset during the year 15 334 270 n 630 Other assignments 1 3 associated companies or joint ventures is included in the carrying

Depreciation for the year -200 -474 -198 -165 -1037 amount of Participations in associated companies and joint

Other changes to the right-of-use-asset during the year 256 129 2 1M 14 Audit services refer to examination of the consolidated financial ventures.

Trensktien ciierenss 50 1 ) 1 50 statements, the accounts and the administration of the Board of

D Y e T amm— 3,605 1728 430 o1 6,064 Directors and the President & CEO of the company; other tasks Other Intangible non-current assets

Lease liability

Lease liability development

Balance as of 1 January 5813
Additions to the liability 630
Repayment of the liability -1,696
Other changes 632
Translation differences 55
Long-term lease liability balance carried forward 5,434
Short-term lease liability 864
Total lease liability balance carried forward 6,298

Total leasing related cash-outflows 2023 amounted to SEK 1,838
MSEK of which 142 MSEK is related to interest expenses.

Maturity analysis - contractual undiscounted cash flows

<Tyear 930
1-Syears 2127
>5years 4,037
Total as of 31 December 2023 7,094

Lease payments amounting to SEK 712 million have not been
accounted for as right-of-use-assets as a result of the practical
expedients relating to short-term contracts and low value items or
because they related to variable components of contracts. As of

31 December 2023, Vattenfall has signed contracts, which have yet
not commenced with a corresponding lease liability amounting to
SEK 552 million in the year of commencement.
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Leasing revenues

As alessor

Certain Group companies own and operate power facilities on
behalf of customers. Revenues from customers are broken down
into two components - a fixed component to cover capital expenses
and a variable component based on the quantity delivered. On 31
December 2023, cost of assets leased out amounted to SEK 5970
million (5,996). Accumulated depreciation amounted to SEK 4,633
million (4,399) and accumulated impairment losses amounted to
SEK 95 million (95). As a lessor Vattenfall has only operating leases.

Future payments for this type of facility are broken down as follows:

Operationell

leasing

2024 1,045
2025 1010
2026 89
2027 59
2028 38
2029 and beyond 92
Total 2,333

incumbent on the company’s auditor; and advice or other assis-
tance prompted by observations from such audits or the perfor-
mance of other such tasks. Non-audit services refer to services
related to compliance as well as other services. Of the total fee for
audit services, SEK 15 million (15) is invoiced by Pricewaterhouse-
Coopers Sweden for the statutory audit. Of total other fees, SEK

2 million (2) is invoiced by PricewaterhouseCoopers Sweden (the
statutory auditors of Vattenfall AB (publ.)) and are mainly related to
matters of a one-off nature.

Other Intangible non-current assets such as concessions, patents,
licences, trademarks and similar rights as well as renting rights, and
similar rights are reported at cost less accumulated amortisation
and impairment losses. Development costs relates to various pro-
jects within the utilities sector.

Principles for amortisation

Amortisation of Intangible non-current assets other than goodwill
is reported on a straight-line basis in the income statement over
the estimated useful life of the asset, provided the useful life is not
indefinite.

Important estimations and assessments

Intangible assets are tested for impairment in accordance with
the accounting policies described in Note 9 to the consolidated
accounts, Impairment losses and reversed impairment losses. The
recoverable amount for cash-generating units is determined by
calculating the value in use or fair value less costs to sell. For these
calculations, certain estimations must be made regarding future
cash flows along with other adequate assumptions regarding the
required rate of return, for example.

132



08 Financial information

Financial information

2023 2022
Concessions and Coststo  Rentingrights and Concessions and Coststo  Renting rights and
Development similar rights with obtain a similar rights with Development similar rights with obtain a similar rights with
costs Goodwill finite useful lives contract finite useful lives Total costs Goodwill finite useful lives contract finite useful lives Total
Cost Cost
Cost brought forward 2465 41135 17,680 1967 19 63,366 Cost brought forward 2299 44012 17916 1957 170 66,354
Acquired companies — - 2 — — 2 Acquired companies — — B — — 5)
Investments 288 66 289 716 — 1,359 Investments 149 — 157 701 — 1,007
Transfer from development projects Transfer from development projects
in progress -55 - 181 - - 126 in progress -36 - 54 - - 18
Divestments/disposals -1 — -146 -548 -5 -700 Divestments/disposals — -90 -1,752 -740 -55 -2,637
Reclassifications 67 - -5 - - 62 Reclassifications - -6,181 - -97 - -6,278
Assets held for sale -81 - -912 - - -993 Translation differences 53 3394 1300 146 4 4,897
Translation differences 1 -83 9 -8 - -81 Accumulated cost carried forward 2,465 41,135 17,680 1,967 19 63,366
Accumulated cost carried forward 2,684 41,118 17,098 2127 14 63,141 Amortisation according to plan
Amortisation according to plan Amortisation brought forward -1.360 — -13.995 -1,396 -44 -16,795
Amortisation brought forward -1.542 - -14,464 -1226 -32 -17,264 Amortisation for the year -128 - -367 -573 -1 -1,069
Acquired companies — — -2 — — -2 Divestments/disposals — — 980 740 6 1,736
Amortisation for the year -178 — -400 -747 -1 -1,326 Reclassifications — — 1 97 = 98
Divestments/disposals 1 — 143 548 -2 690 Translation differences -54 — -1,083 -94 -3 -1,234
Reclassifications -12 - -38 - - -50 Accumulated amortisation according
Assets held for sale a1 _ 775 _ _ 856 to plan carried forward -1,542 - -14,464 -1,226 -32 -17,264
Translation differences -1 - 2 7 — 18 Impairment losses
Accumulated amortisation according Impairment losses brought forward 212 -30,091 -2073 = N3 -32,489
to plan carried forward -1,651 - -13,974 -1,418 -35 -17,078 .
Impairment losses for the year - - -27 — — -27
Impairment losses Divestments/disposals - 90 770 - 39 899
Impairment losses brought forward =212 -26,047 -1420 — -76 -27,755 Reclassifications — 6,181 — — — 6,181
Impairment losses for the year - - -9 — — -9 Translation differences — 2227 -90 — -2 -2,319
Divestments/disposals — — — — 7 7 Accumulated impairment losses
Reclassifications _ _ 38 _ _ 38 carried forward -212 -26,047 -1,420 - -76 -27,755
Translation differences - 47 -13 - - 34 Residual value according to plan
Accumulated impairment losses carried forward 71 15,088 1,796 741 1 18,347
carried forward -212 -26,000 -1,404 - -69 -27,685
X . Contractual commitments for acquisitions of non-current intangible assets amounted to SEK O million (1) as per 31 December 2023.
Residual value according to plan
carried forward Estimated useful life
821 15,118 1,720 709 10 18,378 Development costs S-4years
Concessions and similar rights 3-30 years
Costs to obtain a contract 1-6years
Renting rights and similar rights 3-50 years
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Estimated useful lives are unchanged compared to the preceding year.
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Note 17 Property, plant and equipment

Accounting policy

Property, plant and equipment are reported as assets on the bal-
ance sheet if it is likely that there will be future financial benefit for
the company and the cost of the asset can be calculated in a relia-
ble manner. Cost includes the purchase price, including import
duties and non-refundable purchase taxes, after deducting trade
discounts and rebates, and any costs directly attributable to bring-
ing the asset to the location and condition necessary for it to be
capable of operating in the manner intended by management.
Examples of directly attributable expenses included in cost are deliv-
ery and handling, installation, land registration and consulting ser-
vices. Borrowing costs directly attributable to investment projects in
property, plant and equipment, which take a substantial period of
time to complete, are included in the cost of the asset during the
construction period.

Acquisition cost may include a calculated present value for the
estimated cost for dismantling, removing assets and restoring the
site to its original state. The equivalent estimated cost calculated on
the basis of the present value is reported initially as a provision. See
also Note 31to the consolidated accounts, Other interest-bearing
provisions.

Subsequent costs

Subsequent costs for property, plant and equipment are only added
to the acquisition cost if it is likely that there will be future financial
benefits associated with the asset for the company and the cost can
be calculated in a reliable manner. All other subsequent costs are
reported as expenses in the period in which they are incurred. What
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is decisive for the assessment when a subsequent cost is added to
the acquisition cost is whether the cost concerns the replacement
of identified components, or parts of them, whereby such costs are
capitalised. Also in cases where new components are created, the
cost is added to the cost of the asset. Any undepreciated reported
values of replaced components, or parts of components, are retired
and carried as an expense in connection with the replacement.
Repair and maintenance costs are expensed as incurred.

Depreciation principles

Depreciation is reported on a straight-line basis in the income state-
ment over the estimated useful life of the asset. The Group applies
component depreciation, which means that the components’ esti-
mated useful life provides the basis for the straight-line depreciation.
Estimated useful life is described below in this note. Assessments of
the residual value and useful life of an asset are conducted annually.
Land and water rights are not subject to depreciation.

Important estimations and assessments

Property, plant and equipment are tested for impairment in accord-
ance with the accounting policies described in Note 9 to the consol-
idated accounts, Impairment losses and reversed impairment
losses. The recoverable amount for cash-generating units is deter-
mined by calculating the value in use or fair value less costs to sell.
For these calculations, certain estimations must be made regarding
future cash flows along with other adequate assumptions regarding
the required rate of return, for example.

Financial information

2023
Plant and
machinery and Equipment,

Landand othertechnical tools,fixtures Construction

buildings’ installations and fittings in progress? Total
Cost
Cost brought forward3 66,074 478,402 10972 41,063 596,511
Acquired companies — 399 6 535 940
Investments4 278 433 928 33335 34,974
Advance payments capitalised - - - 79 79
Capitalised/reversed future expenses for decommissioning,
restoration - -1319 - all -608
Transfer from construction in progress 567 29,588 266 -30,548 -127
Divestments/disposals -4 -2539 -1389 -41 -4,380
Other reclassifications 399 -574 15 -149 -209
Assets held for sale -14.381 -67434 -776 -10,161 -92,752
Divested companies - -762 -93 - -855
Translation differences 444 1476 26 271 2,217
Accumulated cost carried forward 52,970 437,670 10,055 35,095 535,790
Depreciation according to plan
Depreciation brought forward -29,823 -244,004 -7,794 — -281,621
Acquired companies — -335 -4 — -339
Depreciation for the year -1578 -15422 -996 — -17,996
Divestments/disposals 376 2,004 1236 — 3,616
Other reclassifications 4 25 -246 — -217
Assets held for sale 10,390 50,401 672 — 61,463
Divested companies — 16 64 — 80
Translation differences -283 -1382 -16 — -1,681
Accumulated depreciation according to plan carried forward -20,914 -208,697 -7,084 - -236,695
Impairment losses
Impairment losses brought forward -3907 -33408 -410 -439 -38,164
Impairment losses for the year — -997 — -3769 -4,766
Reversed impairment losses for the year — 392 — 3769 4,161
Divestments/disposals 4 406 1 2 413
Other reclassifications n — 245 - 256
Assets held for sale 76 1075 1 - 1,152
Divested companies - 746 29 - 775
Translation differences §] -14 -7 1 -14
Accumulated impairment losses carried forward -3,810 -31,800 -141 -436 -36,187
Residual value according to plan carried forward 28,246 197,173 2,830 34,659 262,908
Advance payments to suppliers 123
Total 263,031

1 Cost for land and buildings includes cost of land and water rights amounting to SEK 10,218 million (11,763), which are not subject to depreciation.

2 Borrowing costs during the construction period have been reported as an asset in the amount of SEK O million (O) for the year. The average interest rate for 2023 was 5.05%

for borrowings in SEK, 296% for borrowings in EUR and 6.98 % for borrowings in GBP
3 Government grants received, balance brought forward, amount to SEK 8,093 million (8,072)
4 Government grants received during the year amounted to SEK 297 million (112).
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Financial information

2022
Plant and
machinery and Equipment,

Landand othertechnical tools,fixtures Construction

buildings’ installations and fittings in progress? Total
Cost
Cost brought forward3 63,338 505,635 10,662 21,696 601,331
Acquired companies — 509 4 171 684
Investments* 1,042 539 671 26,969 29,221
Advance payments capitalised — — — 13 13
Capitalised/reversed future expenses for decommissioning,
restoration 75 7914 — 81 8,070
Transfer from construction in progress 528 8593 146 -9267 -
Divestments/disposals -1319 -12515 -707 -431 -14,972
Other reclassifications 212 -298 -166 110 -142
Assets held for sale -61 -50.217 -220 — -50,498
Translation differences 2259 18242 582 1,721 22,804
Accumulated cost carried forward 66,074 478,402 10,972 41,063 596,511
Depreciation according to plan
Depreciation brought forward -27,252 -231344 -7,069 — -265,665
Depreciation for the year -1481 -14.936 -1,003 — -17,420
Divestments/disposals 137 6,095 669 — 6,901
Assets held for sale — 5562 — — 5,562
Translation differences -1227 -910 -389 — -10,726
Accumulated depreciation according to plan carried forward -29,823 -244,004 -7.794 - -281,621
Impairment losses
Impairment losses brought forward -4,725 -77.162 -391 -671 -82,949
Impairment losses for the year — -63 — — -63
Reversed impairment losses for the year 2 666 — — 668
Divestments/disposals 1,106 6,280 1 105 7,502
Other reclassifications — — — 165 165
Assets held for sale - 39,859 - — 39,859
Translation differences -290 -2988 -30 -38 -3,346
Accumulated impairment losses carried forward -3,907 -33,408 -410 -439 -38,164
Residual value according to plan carried forward 32,344 200,990 2,768 40,624 276,726
Advance payments to suppliers 175
Total 276,901

1 Cost for land and buildings includes cost of land and water rights amounting to SEK 10,218 million (11,763), which are not subject to depreciation.

2 Borrowing costs during the construction period have been reported as an asset in the amount of SEK O million (O) for the year. The average interest rate for 2023
was 5.05% for borrowings in SEK, 2.96% for borrowings in EUR and 6.98 % for borrowings in GBP.

3 Government grants received, balance brought forward, amount to SEK 8,093 million (8,072)

4 Government grants received during the year amounted to SEK 297 million (112).
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At 31 December 2023, contractual commitments for the acquisition
of property, plant and equipment amounted to SEK 12,115 million
(17,266).

Estimated useful life

Hydro power installations 5-50 years
Nuclear power installations 3-60 years
Combined heat and power installations 5-50 years
Wind power installations 10-25 years
Solar power installations 5-25 years
Distribution assets 10-35 years
Office and warehouse buildings and workshops 15-100 years
Office equipment 3-10 years

Estimated useful lives are unchanged compared to the preceding
year.
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Note 18 Shares and participations owned by the Parent Company Vattenfall AB and other Group companies

Shares and participations owned by Parent Company Vattenfall AB

Carrying amount
Parent Company

Carrying amount
Parent Company

Corporate Identity Registered Number of  Participation Corporate Identity Registered Number of  Participation

Number office shares 2023 in %2023 2023 2022 Number office shares 2023 in %2023 2023 2022
Sverige UK
Boras Elhandel AB! 556613-7765 Boras 1,000 100 100 100 Vattenfall HEAT UK LimitedS 2951085 London 17,000,002 100 1153 457
Chlorout AB” 556840-9253 Stockholm 500 100 - - Vattenfall Networks Ltd® 2731769 London 15,000,002 100 176 176
Enwell Holding AB! 556813-3846 Stockholm 1,230,000 100 223 190 Vattenfall Networks Solutions Ltd® 2692708 London 15,002,000 100 186 186
Forsmarks Kraftgrupp AB2 B556174-8525 Osthammar 198,000 66 198 198 Vattenfall Wind Power Ltd4 6205750 London 646,000,001 100 10,510 10,510
Forsakrings AB Vattenfall Insurance” 516401-8391 Solna 200,000 100 o924 o924 Other countries
Gotlands Energi AB® 556008-2157 Gotland 12500 75 13 13 Vattenfall AS4 931124 692 Oslo 30000 100 _ _
InCharge AB! 5591786081 Stockholm 50.000 100 - - Vattenfall Eolien SAS4 832352538 Boulogne 1000 100 182 182
Klimatum AB! 559030-1148 Stockholm 100 100 39 39 Billancourt
Produktionsbalans PBA AB2 556425-8134 Stockholm 4,800 100 5 5 Vattenfall IT Services Poland Sp.z.0.07 0000402391 Gliwice 58000 100 12 12
Ringhals AB2 556558-7036 Varberg 248572 70 379 379 Vattenfall Oy! 18420732 Helsingfors 85 100 634 684
Svensk Karnbréanslehantering AB2 5561752014 Solna 360 368 - - Total 156,826 167,097
Vattenfall Business Services Nordic AB”  556439-0614 Stockholm 100 100 130 130 e T N —
Vattenfall Computing Services AB” 559217-9229 Stockholm 50,000 100 14 14 2 Pewer CanaiEiisn - CancmEiian.
Vattenfall Elanlaggningar AB® 556257-5661 Solna 1,000 100 1 1 3 Power Generation - Markets.
Vattenfall Eldistribution AB® 556417-0800 Solna 8000 100 38000 38,000 ;X‘Ve'gf
Vattenfall Kundservice AB” 556529-7065 Umeé 100,000 100 30 30 . D‘Sm’butionb
Vattenfall Nuclear Fuel AB2 556440-2609 Solna 100 100 96 96 7 Other.
Vattenfall Power Management AB! 556573-5940 Stockholm 6,570 100 12 12 8 The Group owns a further 30% via Forsmarks Kraftgrupp AB
Vattenfall Services Nordic AB?2 556417-0859 Stockholm 16,000 100 19 19
Vattenfall Vattenkraft AB2 556810-1520 Stockholm 1,000 100 1 1
Vattenfall Vindkraft AB+ 556731-0866 Stockholm 1,000 100 3,000 14,000
Vasterbergslagens Energi AB® 556565-6856 Ludvika 14,674 51 15 15
Germany
Vattenfall GmbH? (HRB) 124048 Berlin 500,000,000 100 51168 51366
Netherlands
Vattenfall N.V.7 33292246 Amsterdam 136,794,964 100 44138 44138
Denmark
Vattenfall A/S” 2131332 Képenhamn 10,040,000 100 82 82
Vattenfall Network Solutions A/S© 31894522 Koépenhamn 5,000 100 89 89
Vattenfall Vindkraft A/S# 31597544 Kolding 150,000 100 4,870 4,870
Vindsted A/ST 34045143 Arhus jrsgsiess 90 179 179
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Larger shareholdings owned by other Group companies than the Parent Company Vattenfall AB
When calculating the participation percentages, consideration is taken for the non-controlling interests in the respective companies.

Participation Participation
Registered office in %2023 Registered office in %2023
Sweden Netherlands
Vattenfall Kraftgérden AB Ragunda 74 DELTA Energie B.V. Middelburg 100
Bk Feenstra N.V. Amsterdam 100
Vattenfall Vindkraft Ngrrekeer Enge A/S Esbjerg 100 Fesle Vierter g B Lol 100
Nuon Epe Gas Service B.V. Amsterdam 100
Germany Vattenfall Storage B.V. Amsterdam 100
DanTysk Sandbank Offshore Wind GmbH & Co. KG Hamburg 51 Vattenfall Customers & Solutions Netherlands N.V. Amsterdam 100
Kernkraftwerk Brunsbuttel GmbH & Co. oHG Hamburg 67 Vattenfall Duurzame Energie N.V. Amsterdam 100
Kernkraftwerk Krummel GmbH & Co. oHG Hamburg 50 Vattenfall Energy Sourcing Netherlands N.V. Amsterdam 100
Nuon Epe Gasspeicher GmbH Gronau 100 Vattenfall Energy Trading Netherlands N.V. Amsterdam 100
Solizer Deutschland GmbH Hamburg 100 Vattenfall Klantenservice N.V. Amsterdam 100
Vattenfall Energy Trading GmbH Hamburg 100 Vattenfall Sales Nederland N.V. Amsterdam 100
Vattenfall Europe Information Services GmbH Hamburg 100 Vattenfall Warmte N.V. Amsterdam 100
Vattenfall Europe New Energy GmbH Hamburg 100 Zuidlob Wind B.V. Amsterdam 100
Vattenfall Europe New Energy Ecopower GmbH Rostock 100
Vattenfall Europe Sales GmbH Hamburg 100 s
Vattenfall Europe Windkraft GrmbH Hamburg 100 Aberdeen Offshore Wind Farm Ltd Aberdeen 100
Vattenfall Next Energy GmbH Berlin 100 RentiEin As Lie Lenston 100
Vattenfall Real Estate Energy Sales GmbH Berlin 100 Nuen UKL Comnwall 100
Vattenfall Smarter Living GmbH Berlin 100 Ormonde Energy Ltd Lenstan 51
Vattenfall Warme Berlin AG Bl 100 PenY Cymoedd Wind Farm Ltd. Cornwall 100
Vattenfall Wasserkraft GmbH Berlin 100 e it Cifslvers U el Lt Lemgten 100
France
Vattenfall Energies SA. Didenheim 100
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Subsidiaries with material non-controlling ownership interests
Forsmarks Kraftgrupp

Forsmarks Kraftgrupp conducts nuclear power operations from
three nuclear reactors in Osthammar municipality, Uppsala County.
Forsmarks Kraftgrupp is owned by Vattenfall AB (66.0%) and Mellan-
svensk Kraftgrupp AB (25.5%) — the latter of which has Fortum as its
largest owner — and Sydkraft Nuclear Power AB (85%). The German
state is the largest, controlling shareholder of Uniper, which owns
Sydkraft Nuclear Power AB. These part-owners have a consortium
agreement that regulates operations and decision making for Fors-
marks Kraftgrupp. Forsmarks Kraftgrupp reports on a consolidated
basis to the Vattenfall Group since, under the consortium agree-
ment, Vattenfall controls Forsmarks Kraftgrupp according to the
criteria stated in IFRS 10 - “Consolidated Financial Statements”.

Sales of the electric power that is generated are made on a pro rata
basis to the part owners at cost, pursuant to the consortium agree-
ment. In addition, the consortium agreement entails that the part
owners are responsible for the company’s funding on a pro rata basis,
and that the company’s operations shall in principle not generate any
profit. Generation in 2023 amounted to 24.3 TWh (25.5), and the aver-
age availability for Forsmark was 87.3% (90.1).

Ringhals

Ringhals conducts nuclear power operations from four nuclear reac-
tors on the Swedish west coast in Varberg municipality. Two of the
reactors have been taken out of operation and decommissioning
has begun. Ringhals is owned by Vattenfall AB (70.4%) and Sydkraft
Nuclear Power AB (29.6%). The part-owners have a consortium
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agreement that regulates how the operations of Ringhals are con-
ducted and how decision-making is done. Ringhals is reported as a
Group company in the Vattenfall Group since Vattenfall has control
over Ringhals according to IFRS 10 - “Consolidated Financial State-
ments”.

Sales of the electric power that is generated are made on a pro rata
basis to the part owners at cost, pursuant to the consortium agree-
ment. In addition, the consortium agreement entails that the part own-
ers are responsible for the company’s funding on a pro rata basis, and

that the company’s operations shall in principle not generate any profit.

Generation in 2023 amounted to 131 TWh (139), and the average
availability for Ringhals was 70.0 % (735).

DanTysk Sandbank Offshore Wind

The DanTysk offshore wind farm, west of the island of Sylt (Ger-
many) and just over the border with Denmark, was one of the first
large marine wind farms built in the German North Sea. The wind
farm comprises 80 wind turbines of 3.6 MW each with a total capac-
ity of 288 MW. DanTysk began generating electricity in December
2014. The Sandbank wind farm comprises 72 wind turbines of 4
MW each with a total capacity of 288 MW. The wind farm is located
90 kilometres off the coast of Schleswig-Holstein (Germany), adja-
cent to DanTysk. Sandbank was inaugurated in 2017.

Both wind farms are part of the company DanTysk Sandbank Offshore
Wind GmbH & Co. KG, in which Vattenfall Europe Windkraft GmbH
owns 51% of the shares, and the partner Stadtwerke MUnchen holds
49% of the shares. Vattenfall has control over DanTysk Sandbank Off-
shore Wind in accordance with IFRS 10 - “Consolidated Financial
Statements”.

Hollandse Kust Zuid
Hollandse Kust Zuid is an offshore wind farm which was officially
inaugurated on the 29th of September 2023. The wind farm, located
inthe North Sea, is the first subsidy-free wind farm in Europe. The
project covers 322 km?2, consisting of 139 WTGs with an aggregated
capacity of 15 GW, corresponding to the annual electricity con-
sumption of 1.5 million households. Construction of the wind farm
began in 2021 and is expected to be fully operational in 2024.
Vattenfall Duurzame Energie N.V. owns 50.51% of the shares. The
other owners are BASF, 24.25%, and Allianz, 25.24%. Vattenfall has
control over Hollandse Kust Zuid in accordance with IFRS 10 - “Consol-
idated Financial Statements”.

Following is condensed financial information for Forsmarks Kraftgrupp, Ringhals, DanTysk Sanbank Offshore Wind and Hollandse Kust Zuid:

2023 2022
DanTysk DanTysk

For