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Our investments to prepare X5 Retail
Group for a digital transformation bore
fruit in 2020 by enabling us to rapidly
introduce and ramp up digital
businesses as consumers changed their
habits in response to the COVID-19
pandemic.

While 2020 was a banner year for
the growth of business lines like
Perekrestok Vprok, express delivery
and 5Post, our offline operations
continue to prosper, and safety has
become a key element of our value
proposition for customers.
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Overview

About this report

Our 2020 Annual Report for X5 Retail Group
provides an opportunity to look back at our
performance during the year through a
number of prisms.

This document provides detailed information about our financial and
operating performance, about our updated strategic priorities, and it
also analyses the Company’s progress against its sustainability strategy
introduced in December 2019.

This report complies with UK and Russian Federation listing
requirements, as well as the Dutch Corporate Governance Code. We
have sought to provide our stakeholders with a comprehensive view of
the business and where we are going.
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Report boundary and scope

This document is a report on the period from 1January 2020 to
31 December 2020. It covers topics that include X5 Retail
Group’s business model and strategy, market and consumer
trends, operating and financial performance, environmental,
social and governance (ESG) achievements and the results

of key business units.

This includes key operating subsidiaries like our Pyaterochka
proximity stores and Perekrestok supermarkets, as well as our
digital businesses, which have been allocated to a separate
business unit. X5 Retail Group’s consolidated financial
statements are prepared in accordance with International
Financial Reporting Standards (IFRS). IFRS financial results

in this report are presented according to IFRS 16 as well as old
pre-IFRS 16 standards. Significant events after the reporting
date are also covered in this report.

Alternative performance
measures

Alternative performance measures (APMs) that are not defined
or specified under IFRS requirements are also used in this
report. These APMs provide important insights into the
performance of our business. A glossary with explanations of
how each APM is calculated, why we use it and how it can be
reconciled to a statutory measure, where relevant, is provided
on pages 99-101.

Assurance

The Supervisory Board, with the support of the Audit and Risk
Committee, is responsible for X5 Retail Group'’s internal
controls to provide reasonable assurance against material
misstatement and loss.
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Materiality

The management of X5 Retail Group has determined the
material issues to address in this report based on its
understanding of stakeholder interests, the economic and
competitive landscape in Russia, our business model, risks
and opportunities. Significant financial issues and material
non-financial topics are all considered material issues.

The tools used to inform decisions about the material issues
facing the Company include internal analysis and reporting
mechanisms, market research, external polling and research
products, as well as feedback received directly from key
stakeholders. X5's sustainable development strategy, which
was developed in line with the United Nations Sustainable
Development Goals (UN SDGs) and was approved in 2019,
was also used to define the Company’s material issues.
Management believes that this report accurately covers how
X5 Retail Group interacts with and creates value for its
stakeholders.

Financial and non-financial
information

X5 Retail Group’s financial, operating and ESG performance is
reviewed on a regular basis by the Company’s management
and Supervisory Board. Key areas of the Company’s
non-financial performance include innovation, consumer
safety, environmental impact, investments in local
communities, the provision of a safe and enriching workplace
for our employees, business conduct and relations with
suppliers.

Supervisory Board approval

The Supervisory Board of X5 Retail Group has confirmed that
it believes this report provides a balanced overview of all
material issues concerning the Company’s performance for the
reporting period, as well as an accurate reflection of its
updated strategic goals. The Board approved the 2020 Annual
Report for publication on 18 March 2021.
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Our approach, values and goals

Approach

We aim to develop X5 Retall
Group as a profitable,
sustainable business that
offers high-quality modern
food retail services, both
online and offline, to the
Russian population in
formats that are convenient
and meet the demands of

our customers.

We seek to identify and implement innovative
technologies to power digital services such as
express delivery and our Perekrestok Vprok online
hypermarket, while also improving our operations
to make X5 more efficient and profitable.

Since 2019, we have also integrated sustainability
into our business strategy, with business processes
aimed at helping us achieve goals that are aligned
with the UN SDGs that we have determined as
being most relevant to our business: Zero Hunger,
Good Health and Well-being, Decent Work and
Economic Growth, as well as Responsible
Consumption and Production.

Values
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X5 relies on a values-driven
culture to help every
employee do their part to
contribute to achieving our
strategic goals.

Customer-oriented

Our business decisions are driven by our
understanding of our customers.

We strive to use technology to improve
our understanding of our customers, to
improve their shopping experience and
to share efficiency gains with our
shoppers.

We aim to develop and adapt our
business to meet our customers’
changing needs and expectations.

Respect
and honesty

Trust

In our interactions with all stakeholders,
we respect their opinions, interests and
emotions.

We have zero tolerance for corruption,
which is backed by strict policies and
practices covering every aspect of our
business, as well as our supply chain.

We are constantly developing

and improving the accuracy

and completeness of the information
that we provide about the goods we sell
and the performance of our business.

Trust is a core element of our customer
value proposition, and we aim to stand
out among our peers as Russia’s most
trusted food retailer.

We aim to earn the trust of local
communities by implementing
programmes aimed at protecting people
and the environment in areas where we
operate.

We hold ourselves to high standards of
integrity and honesty with our business
partners and other stakeholders.

Never settling
for “good enough”

We are not satisfied with being Russia'’s
top food retailer, and we want

to become a leader in the broader
food market.

We are constantly setting ambitious
goals for ourselves and updating
the goals that we have achieved.

Our employees are rewarded for their
achievements and encouraged to try
new solutions that could further
improve our business.
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Sustainability goals
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In 2019, the Supervisory Board approved
X5's inaugural sustainability policy, which
uses the UN SDGs as a framework to
determine our areas of focus.

ZERO GOOD HEALTH
HUNGER AND WELL-BEING

/v

DECENT WORK AN
ECONOMIC GROW

i
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The four key SDGs where we will have the greatest impact are
Zero Hunger, Good Health and Well-being, Decent Work and
Economic Growth, and Responsible Consumption and
Production.

We also identified secondary goals that our business
contributes to through its day-to-day activities: Gender
Equality, Affordable and Clean Energy, Reduced Inequalities,
Sustainable Cities and Communities, Climate Action, Life Below
Water and Life on Land.

GENDER
EQUALITY
1 REDUCED 11 SUSTAINABLE CITIES 12 RESPONSIBLE
INEQUALITIES AND COMMUNTIES CONSUMPTION
AND PRODUCTIO
VN

<’ ﬁEfe‘a O

Q@

Planet

30

Reduction of GHG
emissions (Scope 1 +
Scope 2)

30

Share of renewable
energy used in X5
operations

30

Primary goals: marked in block colors

Secondary goals: marked in white background color

Reduction in ratio of
waste generated to retail
sales

@)
25 N
Communities

30

Increase in the number of
families receiving Basket
of Kindness support per year

Health

Promote responsible
programmes and principles
in across the supply chain
among suppliers

Expansion of healthy lifestyle
assortment

Based on these focus areas, we developed a detailed set of targets for
2023 and the business processes needed to achieve them, as well as a set
of ambitious “30x30" goals that we aim to reach by 2030.

Employees

#1

Employer in ranking of
Russian food retailers

Organisation of healthy
and safe workplace for all
employees
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2020 key highlights

Demonstrating
leadership through
challenging times

We entered 2020 planning to continue to
ramp up our digital businesses while rolling
out new concepts for our Pyaterochka
proximity stores and Perekrestok
supermarkets. Innovations and efficiency,
which we have been investing in for several
years, remained central parts of our plans.
In many ways, it is thanks to our earlier
groundwork, X5 was able to react so quickly

to the changes brought on by the coronavirus

pandemic.

With robust business practices in place, we were able
to quickly implement new safety procedures across
our network of 17,707 stores as well as in our multiple
offices.

Our digital transformation was already well
underway, meaning new businesses like the online
hypermarket Perekrestok Vprok, express delivery
services and 5Post were already up and running. This
enabled us to continue serving our customers even as
strict lockdown rules were introduced during
March—-June 2020, and to grow our digital businesses
in response to significant and long-term changes in
Russia’s food market landscape.
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EBITDA margin
pre-IFRS 16

Net debt / EBITDA

pre-IFRS 16
as of 31 December 2020

Revenue
t4.1% year-on-year

e

Digital business sales

1362.2% year-on-year

orders delivered

by Perekrestok Vprok
and express delivery
services

2

Like-for-like sales
year-on-year

»

-~

parcels delivered by
5Post
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COVID-19
response

The ultimate impact of the COVID-19
pandemic remains to be seen, but we can
already say with confidence that there will
be long-term changes to business
processes, our customer value proposition
and customer demand.
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Key highlights of response to the pandemic in 2020:
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Established emergency management team that
held daily virtual meetings in March—-June

All employees in warehouses and stores provided
with personal protective equipment (PPE) for the
workplace

Increased deliveries to stores of key staples in
order to ensure shelf availability throughout peak
periods of demand

Established backup mobile offices and procedures
for centralised treasury and corporate finance
functions in order to guarantee uninterrupted
payments to employees, suppliers and other
counterparties

Created additional mobile teams for in-store and
supply chain operations to cover operations in the
event of a COVID-related team quarantine

Reserved additional hours at the end of each
working day in stores for additional disinfection
using a certified third-party provider

Built up additional stock of food and non-food
consumer staples in January and February to
guarantee sufficient supply during peak demand

Added to the assortment of personal and home
sanitisers, masks and gloves for customers

Offered new options and procedures for
contactless delivery of online orders

Accelerated commissioning (one month ahead of
schedule) of an additional Moscow dark store for
Perekrestok Vprok operations to increase order
Fulfilment capacity, as well as utilisation of
additional third-party vehicle capacity for delivery
of online orders during peak times (April-May)

Paid additional bonuses to in-store and supply
chain employees for their work during the COVID
lockdown period

Offered rent holidays for SMEs that were
subletting space in X5 stores for the lockdown
period of March-June

Supplied free-of-charge lunches to medical staff in
three Moscow hospitals in April-December

Renegotiated rent payments by X5 supermarkets
and hypermarkets located in shopping centres
due to the decline in consumer traffic during the
lockdown period

>90+

of office employees using
a “phygital office” for remote work,
starting in March 2020

13 REGIONS

expanded geography of express delivery
and online hypermarket services

Conducted additional charity work, such as
organising volunteers to deliver food to elderly
people who were shielding at home

Dedicated special morning time slots to serving
elderly customers at higher risk of contracting
COVID-19 during the lockdown

Offered special delivery time slot preferences for
Perekrestok Vprok and express delivery to elderly
customers

07

commercial markup on a number of
basic goods to support

the lowest-income consumers
during challenging economic

times

305 BLN RUB

additional costs associated with
COVID-19 (including rent holidays to
sub-lessees and reduced commercial
markups)

0.2% of revenue
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Strategic highlights

Expanded digital
businesses Qg

X5 Retail Group became the #1 e-grocery operator
in Russia by gross merchandise value (GMV) in 2020,
according to Infoline, with a 13% market share in
this segment.

Perekrestok Vprok, our online hypermarket,
expanded its logistics infrastructure with new dark
stores with a total area of 30,484 square metres
and 267 new delivery trucks as it began offering

home delivery services in eight new cities during
2020.

Express delivery from Pyaterochka and Perekrestok
stores was available in 13 regions by the end of the
year, which enabled the Company to increase

the number of daily orders fulfilled from 300 in
January to 35,000-38,000 at the end of December.
Our 5Post e-commerce delivery service offered a
convenient way to pick up packages from
e-commerce retailers at 12,985 (number at year end)
X5 stores, via 4,518 lockers and 11,937 pickup points.

We launched the Okolo delivery aggregator

in Q4 2020, starting in Moscow, which will have
Pyaterochka and Perekrestok as its core grocery
providers and will add new clients from among
HoReCa (hotel, restaurant, cafe), pharmaceuticals
and local non-food retailers to cover most
day-to-day consumer needs via express delivery.
As we expand the role of digital technologies

in our business, we have also introduced X5.ID,

a convenient single sign-on that customers can
use across all our digital platformes.

Adapting to changing E
market landscape §>&

In addition to expanding our digital businesses and
the ongoing rollout of new proximity and
supermarket store concepts, we opened four
Chizhik hard discounter stores to satisfy demand for
a limited assortment and low-price grocery
shopping. We plan to review the performance of
these pilot stores in 2021 and intend to open at least
50 new Chizhik stores across the regions where we
operate. We have also elaborated a strategy for
expanding our role in the food market more
broadly, with the aim of creating our own digital
ecosystem that ranges from food-related online
content, though not limited to food purchases, to an
expanded digital marketplace for food and FMCG
goods and payment services.

We strengthened X5's leadership with its market
share increasing by 1.3 p.p. to 12.8% in 2020. We
continued to downsize our offline hypermarket
operations, reducing our Karusel network

by 35 stores (25 of which were transferred

to Perekrestok), finishing the year with 56 stores.

Maintained r~|
profitability levels Al

Even as we rapidly grew our digital businesses,
which have a strategic profitability horizon of three
years, we maintained the overall profitability

of X5 Retail Group during 2020, with an EBITDA

margin pre-IFRS 16 for the full year of 7.3%.
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Updated CVPs @

We continued to roll out new store concepts for
both our Pyaterochka and Perekrestok formats, with
new layouts aimed at addressing different shopping
missions, increased ready-to-eat and ready-to-cook
assortments and convenient in-store cafe areas

to make shopping trips more enjoyable.

All new stores feature self-checkouts, in addition
to regular cashier desks and 5Post pickup points.
In addition to the new store designs, safety and
sustainable business practices have become key
elements of the updated CVPs. We reached 13%
of Pyaterochka stores and 12% of Perekrestok
supermarkets operating under the new concept
by the end of 2020, contributing to stronger client
retention and attracting younger shoppers, as well
as generating higher LFL and NPS compared with
the previous concept.

Updated )
dividend policy =

Thanks to overall business growth, combined with
strong cash flows and profitability, the Supervisory
Board approved a new dividend policy that
introduces interim dividend payments and
maintains the target net debt/EBITDA (pre-IFRS 16)
at <2.0x. The Board has also recommended a final
dividend for 2020 of RUB 30 bln, which will bring
total dividend payments for the year to RUB 50 blin.
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|
. I
Innovation |

While the main focus in 2020 was on digital
businesses, we maintained our focus on innovation
across our operations. In October 2020, we
launched the Ffirst fully automated, cashierless
Pyaterochka #naletu store that allows customers to
walk in, pick up what they want to buy and leave
with full confidence that they will be automatically
charged for the items they selected via a mobile
app. Another new technology, which was identified
through our international startup scouting
programme, was the introduction of new food
labels that change colour to help customers
understand an item's remaining shelf life.

We successfully piloted a QR-based payment
technology via the national Faster Payments
System, which could serve as a cheaper alternative
to regular card payments.

ESG leadership @

After approving our ESG strategy in 2019, we
conducted a comprehensive review of business
practices and established a detailed set of
sustainability goals for 2023, as well as ambitious
targets for 2030. We continued to improve our ESG
disclosures during the year, introducing a
semi-annual ESG performance update and
conference call, and published an ESG databook and
dedicated ESG section on the X5 website.

X5 Retail Group received upgrades to several ESG
ratings during 2020, including from MSCI ESG,
Sustainalytics, Bloomberg ESG and S&P Global CSA
(Formerly Robeco SAM).
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Operational
and Financial highlights

Operational highlights Financial highlights (pre-IFRS 16)

Net retail sales, RUB bin Selling space, thousand sqm Revenue, RUB bin Gross profit, RUB bin

17.8% 16.2% 17.6% 18.2% o oo

CAGR 2016-2020 CAGR 2016-2020 CAGR 2016-2020 CAGR 2016-2020
1,973 7,840 1,978 487.2
1,728 7,239 1734 425.8
I 4 4 I
1,525 5 480 6,46 1,533 369.7
1,287 , 1,295 3089
1026 4,302 1034 250.0
24.6%
242% 5 24.1% ‘
239% . —_—
2016 2017 2018 2019 2020 2016 2017 2018 2019 2020 2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
Number of stores Number of orders in digital businesses EBITDA, RUB bin Net profit, RUB bin
EBITDA Net profit
17°8% 17'5% ® EBITDA margin 15'1% @ Net profit margin
CAGR 2016-2020 CAGR 2016-2020 CAGR 2016-2020
17,707 3,747 145.1 39.2
16,297 122.6
14,431 31.4
, 107.6 ' 28.6
12,121 96.2 - 25.9
9,187 1786 1701 76.3 '
7.4% 7.4% 22% 247%
505 659 ® ® 7.0% 71% —e— T 19% 1.5%

2016 2017 2018 2019 2020 Q42019 Q12020 Q22020 Q32020 Q42020 2016 2017 2018 2019 2020 2016 2017 2018 2019 2020
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Chairman’s statement

Dear stakeholders,

2020 was a turbulent year, as the COVID-19 pandemic
presented significant challenges to society and business alike.
It impacted our communities, employees, customers and their
fFamilies.

| would like, first of all, to thank our employees across all our
businesses and support offices for their outstanding service
during this crisis. Their agility and dedication ensured the
safety of our stores and distribution centres, sustained the
strength of our supply chains and helped nourish families and
local communities.

| am proud to say that the engagement and strong execution
by our teams translated the unprecedented demands we
faced due to COVID-19 into outstanding results.

|'||III
Il 'ﬁ.'ﬁ:\.i\l\'l\l
| I

oy Y L gt
i :, iV

Stephan DuCharme
CHAIRMAN OF THE
SUPERVISORY BOARD
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Of course, COVID-19 imposed itself on many well-laid
plans for 2020, and in this X5 was no exception. We have,
however, worked hard for years to ensure that we have the
necessary business processes in place to handle any
instances of turbulence, and last year we were able to put
our business processes and contingency plans to use. As
such, we were able to meet the challenges 2020 threw at
us with relative ease, building our business while investing
in a digital transformation set to shape the future of retail
by enabling consumers to rely more heavily on online
services and removing the borders between food retail
and other parts of the food market.

In this context, our digital businesses excelled in particular,
growing by 362.2% year-on-year as we met consumer
demand by expanding the Perekrestok Vprok
hypermarket, our express delivery services from stores

as well as our 5Post last-mile delivery service. We believe
that all of these successes are due, in large part, to our
Focus on building a business that is able to keep up with
rapidly changing customer demand.

With strong growth in our digital businesses and solid
performance by our offline formats, we maintained
profitability in line with our strategic targets in 2020.
Revenue rose by 14.1% year-on-year, and our EBITDA
margin was 7.3% under pre-IFRS 16 for FY 2020. In
December, we distributed our Ffirst interim dividend based
on a new dividend policy that allows for biannual dividend
distributions going forward. Together with the proposed
dividend of RUB 110.49 per GDR, if approved by the
General Meeting of Shareholders in May, this will lead to
a total dividend for the year of RUB 184.13 per GDR.

| am pleased to say that X5's performance in 2020
demonstrated our success in building a customer-focused
business. By processing and reviewing over 120 million
customer ratings, we allowed our customers to participate
in how we select and manage our assortment. Meanwhile
we sought to address customer needs by piloting new
store formats and value propositions, ranging from

the cutting-edge innovations offered by the Pyaterochka
#naletu cashierless stores to Chizhik hard discounters that
offer reliable quality at low prices.

Our Pyaterochka and Perekrestok brands continued to
increase the number of stores operating under their new
concepts, and both saw a great response from customers.
This is reflected in the growing customer satisfaction
ratings of both formats, as well as the higher like-for-like
sales and EBITDA performance of new stores. In light of
the COVID-19 pandemic, we prioritised health and safety
to protect our customers and employees, and we
expanded our digital businesses to enable customers to
stay at home while shopping with X5.

X5's strategy to focus on strengthening the existing
business while simultaneously preparing for the future was
reflected in our response to the rapid shift towards online
and the crumbling barriers between different segments of
the food market. We continued to invest in our digital and
omnichannel ambitions, and we plan on expanding the X5
platform through a range of innovative services at all
stages of the customer journey, from aggregators and an
FMCG marketplace, to complementary offerings like
subscription and payment services.
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Sustainability has become a strategic imperative

For us as we seek to support global endeavours to address
climate change. In 2020, as part of our “30x30" sustainable
development plan, the Board approved specific medium-
and long-term goals that reflect our aspiration

to contribute to the UN Sustainable Development Goals
where we can have the most impact. These goals are being
integrated into business practices, as we prioritise areas
like introducing sustainable packaging to reduce waste,
reducing greenhouse gas emissions and improving energy
efficiency, as well as caring for communities where

we operate. In 2020, we were able to adapt our Basket

of Kindness programme to focus on online food drives,
helping to support our local communities during the
pandemic. Our Smart Kitchen, which produces
ready-to-eat food for our stores, provided free
high-quality meals to medical staff in and around Moscow
while working hard to treat coronavirus patients.
Recognising environmental, social and governance
responsibilities as a licence to operate from society,

the Board committed to strengthening its impact on our
strategic priorities going forward.

| also want to take this opportunity to recognise our
management team, who played an important role

in achieving success in the exceptional year that is now
behind us. For many years, we have been building

a leadership culture at X5 that features strong, motivated
leaders who work together to achieve the Company’s
annual objectives in a way that promotes, in a sustainable
manner, X5's long-term strategy and supports all

of the Company’s stakeholders. Over the course of 2020,
the management team took on COVID-19 challenges
adeptly, including taking advantage of the Company’s
robust infrastructure to rapidly enable office staff to work
Fromm home while maintaining the integrity and security
of our IT systems. At the same time, the management
team successfully led X5 through the acceleration phase
of our digital transformation and the rollout of new,
industry-leading customer value propositions for our retail
Formats. All of these actions clearly deserve high praise.

02. CORPORATE GOVERNANCE
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Looking at our corporate governance more broadly,

| am proud that this year we were recognised with an award
For Best Corporate Governance by East Capital,

a well-established investor in leading Russian companies.
We continue to seek ways to improve and enhance our
corporate governance standards in line with international
best practices and the evolving needs of the Company and
of society. The Board constantly evaluates its composition
and profile to make sure it has the right mix of skills,
experiences and backgrounds to provide strategic guidance
to management in all key activities of the Company, while
monitoring performance across strategic, financial,
operational and ESG targets.

While it has been a year of challenges, looking back at 2020
| am extremely pleased to say that X5 has shown all of us
that we have the right strategy and the right team in place
to succeed in the years ahead. It is against this successful
backdrop that, after more than five years, | have decided
that this is the right moment to step down as Chairman of
X5 Retail Group in favour of Petr Demchenkov, our current
Vice Chairman. Meanwhile, as it will be my pleasure to
continue serving on the Board, | am eligible for
re-appointment at the upcoming General Meeting of
Shareholders.
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Business model

Our business model covers a wide range of
Functions that are essential to supporting our
sustainable and profitable operations.

In a highly competitive and fast-changing sector
like food retail, we must leverage efficiencies
generated by the scale of our business while also
remaining nimble and able to adapt as the
competitive landscape and consumer preferences
change.

We create value by putting the customer

at the centre of our decisions when we focus
on the expansion of our store and logistics
networks, the CVP of our offline retail formats,
our omnichannel offer, efficiency, innovation
and sustainability.

Suppliers

30.2%

share of top 30
suppliers in revenue

6,316

Suppliers

It is this commitment to customer-centricity that
helps us to create value for our stakeholders -
From customers to employees, local communities,
suppliers and ultimately shareholders.

Our operating and management model

is decentralised by retail format and between
offline and online. All businesses have a high
degree of operational independence, their own
marketing and loyalty programmes, but a unified

customer ID (X5.1D), big data and IT infrastructure.

All operations are run based on SAP ERP.

We handle our logistics in-house with the level
of centralised deliveries to stores (from
Company-operated distribution centres) at 95%
in 2020.

\\\\
-~
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Corporate Centre

The Corporate Centre is responsible for
maintaining key shared business
infrastructure like IT systems, innovation
and big data functions, logistics
management, internal controls, as well as
corporate finance, risk management and
reporting. Overall strategic guidance and
best practice sharing is also handled by
the Corporate Centre.

OFffline
businesses

01. STRATEGIC REPORT

Supply chain infrastructure

4

Direct import hubs

45

distribution centres
to support offline
stores

Digital

4,055

Company-owned
trucks

businesses

PerekrestokX

Vprok @
12 5

Regions Darkstores
550 208

light trucks Perekrestok Vprok

total sales growth
year-on-year
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1 7 707 1 2 80 MARKET SHARE K
y STORES o /o IN FOOD RETAIL

Offline retail formats

66 REGIONS

©

16,709

933

56

Pyaterochka
proximity stores

in 66 regions in the
mass-market price
segment

362

Express delivery,

Perekrestok
supermarkets

in 45 regions in the
upper-middle price
segment

TOTAL DIGITAL SALES
GROWTH YEAR-ON-YEAR

incl. Okolo g
Regions Darkstores

Express delivery from Pyaterochka and
Perekrestok handled an average of 26,600
orders per day in Q4 2020, up from 745

in Q12020

Available from 992 stores
594 Pyaterochka, 398 Perekrestok

Karusel hyper-
markets (currently
undergoing
transformation)

in the mass-market
price segment

12.64

5Post

e-commerce delivery

©

4

Chizhik hard
discounters (in pilot)
in the Moscow
region in the low
price segment

MARKET SHARE
IN E-GROCERY BY GMV

65

Regions

4,518

Parcel lockers

11937

Pick-up points

6.8 min

deliveries to pick-
up points and
parcel lockers in
Pyaterochka stores
during 2020
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O u r fo rm a ts Pyaterochka @ :‘ Perekrestok

16,709 933

Perekrestok
Proximity stores Vprok Supermarkets

Russia’s food market is changing, and we seek to be at
the forefront of these changes while capturing growth
opportunities in the most attractive segments in the
market.

Online hypermarket

In recent years, we have taken the strategic decision to
transform the offline hypermarket business, while
significantly increasing our focus on the development
of digital businesses.

We are actively developing two offline formats:
Pyaterochka proximity stores and Perekrestok
supermarkets. We also piloted the First four Chizhik
hard discounter stores in 2020, with encouraging
preliminary results. In addition, in 2020 our digital
businesses were separated into distinct business units
in order to enable us to better focus on their
development and performance in the years ahead.

, Express
delivery

S

<’/

S5Post

Last-mile
delivery service

Chizhik
4

Hard discounter stores*

* Pilot project G
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Pyaterochka

16,709 6542
’ - SQM

Number of stores Selling space

1,597 RUB BLN 81%

Net retail sales Share of X5’s net retail sales

Pyaterochka was founded in 1999 and is Russia’s largest and
most popular food retailer, with a network of 16,709 stores
spanning 66 regions. The format'’s core mission is to be the
most trusted source for affordable and high-quality food, while
providing a convenient and comfortable shopping experience.
In addition to rolling out a new store concept, Pyaterochka is
piloting innovative new shopping formats like the Pyaterochka
#naletu cashierless store. Pyaterochka had 37.7 million loyal
customers in 2020 and serviced on average 12.7 million
customers on a daily basis.

Source: X5 data, Rosstat, Infoline

Perekrestok

933 1014 =
- SQM

Number of stores Selling space

32 0 RUB BLN 1 6%

Net retail sales Share of X5’s net retail sales

Perekrestok is Russia’s oldest supermarket chain, established in
1995. Today, it is the largest supermarket business in Russia by
number of stores and revenue. Following a careful and detailed
analysis of customer preferences, the format adopted a new
concept that is being used for all new stores and rolled out to
existing stores as well. Thanks to innovative solutions such as
Al-powered video monitoring of queues, shelf availability and
Fresh fruits and vegetables, we have been able to further
improve the customer experience while also sustaining
operational efficiency. Perekrestok had 8.1 million loyal
customers in 2020 and serviced on average 1.5 million
customers on a daily basis.

02. CORPORATE GOVERNANCE 03. FINANCIAL STATEMENTS

Karusel
56 222
SQM
Number of stores Selling space
56 RUB BLN 3°/o
Net retail sales Share of X5’s net retail sales

Karusel, established in 2004, operates compact hypermarkets
that are usually within city limits. With the development of
e-commerce businesses in Russia, much of hypermarkets’
non-food space has become obsolete, and customers are
opting to do more of their food shopping locally. In 2019,

X5 Retail Group decided to downsize the format by closing
and/or transferring suitable stores to Perekrestok
management.

* Undergoing transformation
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Digital 1°/o

businesses

Share of X5’'s total sales

<3

Perekrestok Vprok

0.7 5 13,2715

Share in X5 Number Sales
sales of darkstores

Perekrestok Vprok is an online hypermarket that was launched
as Perekrestok Online in 2017. It aims to address demand from
customers looking to stock up on groceries and FMCG, with the
convenience of delivery to their door. Today, the online
hypermarket offers customers same-day or next-day delivery,
which is free of charge in 95% of orders thanks to the high
average check, with a wide assortment of around 50,000 SKUs
in 12 regions of Russia.

Source: X5 data, Infoline

01. STRATEGIC REPORT

20 RUB BLN

Total sales

-

Express delivery

0.3 992 6,112

Share Number Sales
in X5 sales of stores
available

Express delivery operations were launched in late 2019. The
service offers delivery from local Perekrestok and Pyaterochka
stores within 50-60 minutes. Express delivery is a cross-format
project that utilises a common digital platform: the formats are
responsible for assortment and in-store staff to pick orders,
which are then delivered by a third-party courier. The service
had a fixed delivery cost of RUB 99 per order in 2020.

02. CORPORATE GOVERNANCE 03. FINANCIAL STATEMENTS

X5's digital businesses have developed rapidly as part of our
digital transformation strategy. Due to their success, we have
created separate business units within X5 that will focus on the
further development of 5Post parcel delivery operations, the
Perekrestok Vprok hypermarket that we will reposition to an
FMCG marketplace, as well as express delivery from offline stores
and our Okolo delivery aggregator.

5Post

11,937 4518 683 1

Pick-up points Parcel lockers Sales

5Post is a last-mile delivery service established in 2019 that
enables e-commerce providers and other X5 digital businesses
to deliver goods to parcel lockers, tobacco sales desks and/or
pickup points located at X5 stores.
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Russian food retail - quick Facks

Russia’s

food retail

Russia’s food retail market is 32 37 1 RUB
. . ) © o 6
attractive due to its large size % 7o o T TRN

and considerable opportunities
for growth and market

market

Share of top 5 players Share of top 10 players Total market size
1.8% y-o0-y growth in nominal

consolidation for major players terms (of wich 39% is food
like X5 inflation), incl. VAT
155 RUB BLN 260%
Russian e-grocery Russian e-grocery
market, incl. VAT market growth in 2020

X5’s market position - quick Facks

ESSUtIC;raocfcf)lrirr]\??c?rt:ggtcs);nd the #1 #1 50 ~ 60%

development of our own online

sales channels, we are among Player in Bussmn In Russian e-grocery Of new openings o
o . food retail are replacements of existing
the best-positioned retailers to players

capture growth from numerous
sources, ranging from overall 12 8‘/ 362‘7
market expansion to ° o o
consolidation of market shares .

Market share in 2020 X5 total

and the rapid development of 1.3 p.p. gain from 2019 online sales growth
digital services.
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Competitive landscape

Since 2015, we have consistently grown our business faster than
both the overall offline retail market and the 10 largest market
players. While sustaining a faster pace of expansion, we have
increased our focus on quality by pursuing a strategy of intelligent
growth that prioritises efficiency and long-term profitability over
market share gains.

This approach has enabled X5 Retail Group to maintain healthy

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE 03. FINANCIAL STATEMENTS

Top 10 Russian food retailers, % market share

margins while continuing to strengthen its position as the #1 player in
Russian food retail, both online and offline

2020 2019

©  X5Retail Group 12.8% 1.5% (4
Magnit 8.8% 7.6% (4
DKBR** 6.6% 5.7% (4
Lenta 2.7% 25% (4
Auchan 1.5% 1.5%
Svetofor 13% 0.7% (4
Metro 12% 11% (4
O'Key 11% 1.0% (4
Monetka 0.8% 0.7% (4
Vkusvill 0.8% 0.6% (4
TOTAL TOP 10 37.4% 329% (4

Top 10 Russian online food retailers, % market share

2013 2014 2013 2014

=0= X5y-o-y revenue growth =0O= Top10 =0O= Market =0= Food CPI

Notes: market share based only on food and beverage sales

2020 2019
©  X5Retail Group 12.6% 10.2% (4
Sbermarket 1.2% 3.7% O
VkusVill 9.4% 0.5% (4
Wildberries 9.0% 47% (4
Utkonos 9.0% 19.5% (¥ )
2619 2620 Ozon.ru and Ozon Supermarket 8.1% 12.8% o
YandexLavka 6.7% 0.7% (4
Samokat 5.8% 09% (4
iGooods 43% 53% (¥ )
Azbuka Vkusa 23% 4.0% (¥ )

Source: Rosstat, Infoline, X5 analysis

** In January 2019, Dixy group merged with Red and White and Bristol

Source: Infoline
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Russian food retail in the global context
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Russia is the eighth-largest food retail market
in the world, according to Euromonitor, but
has substantially less selling space per capita
than key developed markets.

03. FINANCIAL STATEMENTS

1322

Grocery retail 1,250
market size
globally in 2020,
USD BLN
407
287 269 266 533 -
B = 4"
China USA India Japan France Germany UK Russia Turkey Poland Brazil
g ‘ ' N A
Source: Euromonitor L4 & ‘ . ] N ' '
CAGR 2010-2020 3.8% 3.2% 10.3% (1.5)% 0.2% 0.5% 0.4% (1.5)% (5.6)% 1.5% (6.6)%
Modern grocery °27 = »
retail selling space an
per thousand 360 339
people in 2020, 287
232
>gm 191
153
105
Canada USA Germany France Spain Poland UK Russia Turkey China South Africa
d= & ‘ ' A NIA *™
""’ — - 4 i~ W D=

Source: Euromonitor
Note: All number are excluding VAT/sales tax
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Share of top-5 grocery retailers globally in 2020, %

74 74

2.6 METRO

We believe that one of the key sources of growth for sector
leaders like X5 Retail Group will be consolidation within the
grocery market in Russia. In developed countries, the top five
players account for 46% to 74% of the total market, while this
number is just 32% in Russia. In the longer term, we expect the

I SVAZ leading player in Russia to consolidate a share of 20% or more.
ALDI
GROUP
TESCO 60 60
3.8 AUCHAN 57
6.8 ALDI : GROUP
' GROUP
PPHU
7.6 CASINO
AHOLD
SCHWARZ DELHAIZE MORRISON 47
SCHWARZ AUCHAN
GROUP GROUP 3.3 PUBLIX
AHOLD
WALMART DELHAIZE
ALBERTSON’S
REWE
GROUP ik 32
REWE
GROUP EUROCASH KROGER 15  Aucuan 29
SAINSBURYS 2.7 LENTA CARREEOUR
E. LECLERC
8.8 MAGNIT MIGROS
SCHWARZ TESCO JERONIMO WALMART A101 YENI
EDEKA MARTINS
CARREFOUR
BIM
Germany Czech Resp UK Poland Russia Turkey

a b
& =i N,

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE 03. FINANCIAL STATEMENTS

Food retail market turnover, RUB TRN

In the Russian market, for historical reasons, the two largest players have
dominated the proximity segment. This has slowed the development of a hard
discounter model in the Russian market. But as consumer incomes have remained
under pressure for several years, the hard discounter segment has started to
grow, and in 2020 both X5 Retail Group and Magnit announced their plans to
develop this format within their retail portfolio.

16.1 16.4 171 18.8 25.4
0.3% 0.9% 1.7% - 4%

MN%

32%

35%

B Online*
Proximity / Discounters
Supermarkets
Hypermarkets

Hard discounters

Other**

Traditional trade

2019 2020 2021E 2023E 2030E

* Estimates for online format include online stores and delivery services
** Including formats: specialised stores, gas stations, dollar stores, etc. °
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Traditional vs. Modern retail across key world regions in 2020, % Russian food retail market development, %
Market consolidation is already underway in Instigated by the COVID-19 pandemic and stronger consumer Another driver of growth for Russian food retail will be the continued
: : . : demand for the proximity format, X5 increased its market . : . .
Russian food retail. For X5 Retail Group, this 2 T aris o SR A shift to modern retail and the growing role of federal players like X5
means that around 50% of our new openings and our market share expanded by 1.5 p.p. While we act as a Retail Group. While federal players have a 37% share of the market
I et .. | consolidator and grow our share of the market, we also expect d fX d . 44% by 2023
are actually replacing existing players. overall Russian food retail to continue to grow with a CAGR today, this Is expected to rise to o DY .

of 5% in 2021-2023.

Traditional trade

Traditional retail B Regional modern trade

B Modern retail B Federal chains

31 36 51 75 81 82 87 78
Middle East Asia Latin Eastern Ausralia Western North Russia 2017 2018 2019 2020 2023E
and Africa Pacific America Europe Europe America

Source: Euromonitor, Infoline for Russia Source: Infoline Q
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Accelerating shift to digital

The Russian food retail ma rket, Our business model enables us to focus on the largest and

including e-grocery, is forecast to grow

most promising segments of the Russian food market:
offline food retail and e-grocery via Perekrestok Vprok and

by nearly RUB 2 trillion over the next express delivery from X5 stores, as well as the online

three years, reaching RUB 18.8 trillion

developed by X5.
by 2023, according to Infoline.

ready-to-eat segment via the Okolo delivery service

Our Pyaterochka proximity stores and Perekrestok
supermarkets are the leaders in their respective segments.

We also established X5 as the #1 player in online grocery in

2020, and we are piloting a hard discount format, Chizhik.

2023E 6.1trn

2023E 3.5 trn 2023E 3.1trn

+0.1trn 2023E 3.1trn

+0.8 trn
2023E 1.6 trn

2023E 0.7 trn

+0.3 trn
0.4 trn

2023E 704 bin

+549 bin

155 bin

Proximity / Supermarkets Hypermarkets Hard Other formats Traditional
Discounters Discounters specialised retailers, trade
gas stations, dollar
stores, etc

Source: Infoline

Online
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Evolution of Russia’s food market

In addition to the growth of
online, ready-to-eat (or HoReCa)
is another food market segment
that is expected to grow in the
years ahead.

41% 09%

o

2.1%

92.9%

2020

17 5 RUB

ond TRN |

Retail Food Market
incl. HoReCa '

It is estimated, however, that it might take up to
three years for the HoReCa segment to recover to
pre-COVID levels. In 2020, the share of HoReCa in
total food spending declined from 9.3% in 2019 to
6.2%.

:I-10.6 rye

4.8% CAGR
80.5%
.,’ 2030E
2815
e 1 TRN

Offline food retail
2.7%
I Online food retail
B Offline ready-to-eat segment

B Online ready-to-eat segment

Retail Food Market

Source: Infoline a
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Accelerating shift to digital

One of our top priorities in 2020 was
the accelerated development of our
digital businesses. While X5 had
invested in IT infrastructure and
launched or piloted a number of
digital businesses in previous years
in line with our digital
transformation strategy, 2020 was a
game changer for this segment.

Online sales penetration globally

The COVID-19 pandemic in 2020 massively
accelerated consumers’ adoption of and demand for
digital services across many sectors of the economy.

We were the #1 online food retailer in Russia in
2020. The e-grocery market grew by 260% in 2020
but still comprised only 1% of the overall food retail
market, and we believe that the years ahead hold
the potential for its continued rapid expansion.

8.1%
6.1%
5.1%
4.5%
2.7%
1.6%
1.5%
1.0%
0.9% °
UK USA China France Spain Canada Turkey Germany Russia Poland South Africa
N A A N
$ = @ 0 “ O & g =
21 — - W 4

Source: Euromonitor, Infoline for Russia
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E-grocery market 2020-2030

03. FINANCIAL STATEMENTS

Infoline estimates that online hypermarkets,
express delivery and delivery aggregators will be
the main e-grocery market segments by 2023.

Fact . Forecast
Market volume, RUB TRN 155 295 704 2,836
7% 7% 5% 4%

Online hypermarkets

Express delivery

Delivery services
Online marketplaces

Other channels

2020 2021E 2023E

Source: Euromonitor, Rosstat, Infoline, X5 analysis @

2030E
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Consumer trends

Consumer seeking
convenience “here
and now”

Health-conscious
consumers
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Some of the key factors impacting the market and our strategy are shifts in consumer trends
in Russia. These trends are blurring the borders between “traditional” modern food retail
and the food market more broadly:

Consumer
searching for
impressions

Conscientious
consumer

Expanded assortment of ready-to-eat and
ready-to-cook foods

Increasing assortment of healthy foods,
including in private label assortment

Increasing output from Smart Kitchen for
stores in and around Moscow

Creating special health food zones in
stores to help guests find the assortment

. they want
Created new routes in stores for

consumers looking to just grab a bite to Focus on freshness and sustainable
eat sourcing of products

Opened in-store bakeries, coffee and
Fresh juice stations

Exploring M&A opportunities in dark
kitchens and ready-to-eat providers

&1
IlL_

o N

Consumers looking ™ Consumer that
for simplicity " f.ﬂ values safety

Growing ready-to-cook assortment Introduced comprehensive measures to
minimise risks related to COVID-19 for

Introducing express scan and U TEIES T SR

self-checkout tills to streamline time
spent in stores Rapidly rolled out contactless deliveries
for online grocery orders from

Perekrestok Vprok and express delivery

services

Offering coffee and bakery assortment

in new concept Pyaterochka stores as

well as Perekrestok supermarkets
Piloted a cashierless store that minimises
customers’ contacts by relying on
automated systems to detect what the
customer has chosen to purchase

Rolling out innovative new store
concepts that offer cafes and fresh
drinks

Some Perekrestok supermarkets have
cooking areas where customers can
watch the preparation of their food

Established strategic priority of
developing X5's own media and content
platforms to encourage consumer
engagement earlier in their shopping
journey for food

Omnichannel
consumer

Adopted sustainability strategy and set
goals in line with the UN Sustainable
Development Goals

Expanded the use of recycled materials
in bags and shopping baskets

Installed reverse vending machines in
stores that offer customers promotions
when they bring back packaging to be
recycled

Ageing
consumers

Rapidly expanded Perekrestok Vprok and
express delivery digital businesses during
2020

Launched X5.ID single sign-on system

that consolidates loyalty programmes

and various X5 digital service accounts
under one unified ID

Continued to refine mobile apps in
response to customer feedback

Offer customers multiple ways to buy
their food (in-store, express delivery or
online hypermarket)

Expanded 5Post last-mile delivery
service, which enables guests to pick
up orders from third-party
e-commerce vendors at X5 stores

Launched Okolo express delivery
platform, which will be able to handle
deliveries from partner businesses in
addition to Pyaterochka and
Perekrestok

Offer special discounts for elderly
customers to shop in stores during
off-peak hours

Prioritised elderly customers by offering
free deliveries from Perekrestok Vprok
during the COVID lockdown period in
March-June 2020

Maintain assortment of familiar,
high-quality and affordable goods that
the older generation expect
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Economic and consumer trends

01 02 Selected macroeconomic data

The COVID-19 pandemic changed the Preliminary estimates by Rosstat, the Russian Russian macroeconomic 2020 2019

development vector of the entire global state statistics agency, show Russian GDP indicators, year-on-year

economy in 2020, and Russia was no exception. declining in 2020 by 3.1% (World Bank, -4.0%,; comparison, % Q1 Q2 Q3 Q4 FY Q1 Q2 Q3 Q4 FY

A sharp decline in the price of oil, which is one IMF, -3.6%). It is worth noting that this is

of the major revenue sources for the Russian significantly less than in many other countries, Real GDP 1.6 (8.0) (3.4) (2.6) (3.1) 0.4 1.1 15 21 1.3

federal budget, combined with the introduction but meaningful declines have been seen in a

of restrictions on customer mobility (lockdown) number of other socially significant indicators.

and on enterprises and businesses were some RUB/USD exchange 66.6 72.0 73.6 76.2 72.3 65.7 64.5 64.6 63.7 64.6

of the main factors that influenced key rate, weighted

macroeconomic indicators last year. average for the period

03 04 CPI 2.4 3.1 3.6 4.4 3.4 5.2 5.0 4.3 3.4 4.5
Food inflation 2.0 3.6 4.3 5.8 3.9 5.8 59 5.0 3.5 5.1

For example, Q2 2020 saw a record 8% The consumer price index (CPI) averaged 3.4%

year-on-year decline in real disposable incomes. for the year and food inflation was 3.9%. CPI

For FY 2020, this indicator declined by 3.5% accelerated towards the end of 2020, driven Real wage growth 6.2 (0.1) 1.8 2.2 2.5 1.3 2.6 3.0 4.6 29

year-on-year (the fastest since 2015). Despite predominantly by food prices, as the food and

the sharp increase in real wages in late 2019 beverages component accounts for 33% of total :

and early 2020 (6.2% in the F?rst quarter), CPI. Fogd inflation peaked at 6.7% year-on-year Real income growth 10 (7.9) (5.3) (1.7) (3.5) (2.1) 0.7 22 22 0.9

For FY 2020 this indicator rose by only 2.5% in December 2020. As a result, prices rose by

year-on-year. Unemployment averaged 5.8% 49% during the year, which exceeded the Unemployment rate 4.7 6.0 6.3 6.0 5.8 4.8 4.5 4.4 4.6 4.6

for the year, peaking at a record high 6.4% in higher end of expectations that the Central

August 2020. All these factors, combined with Bank (4.2%) announced at the beginning of

the genera| macroeconomic environment, had 2020. Retail turnover, nominal 7.0 (13.1) 2.5 2.6 (0.2) 8.0 /.1 5.6 5.6 6.5

a negative impact on consumer confidence and

demandin 2020. Food retail turnover, nominal 6.4 (33) 1.8 23 1.8 8.1 8.1 6.6 5.8 7.

05

The food retail market also contracted by 2.6%
year-on-year in FY 2020 in real terms. In
nominal terms, it grew by 1.8%. Total retail
trade declined by 0.2% in FY 2020 in nominal
terms, with the contraction peaking at -13.1% in
Q2 2020.


https://x5.ru/en

Legislative changes

REGULATIONS

)X5 STRATEGIC REPORT » OVERVIEW » RUSSIA'S FOOD RETAIL MARKET

MAIN LEGISLATIVE AMENDMENTS

DATE OF ENTRY
INTO FORCE
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DATE OF ENTRY

New mandatory
requirement: provide
receipt for the sale of
labelled products

The order establishes an additional mandatory
requirement whereby a receipt (product code) must be
provided for the sale of labelled products (tobacco,
shoes, etc.)

For more details, see Order of the Federal Tax Service of Russia No.
MMB-7-20/434 of 29 August 2019

1 March 2020

Tougher criminal
penalties for violation
of public health rules

Tougher penalties have been introduced for violations of
public health rules that cause, through negligence,
widespread illness or poisoning:

a fine of from RUB 500 thousand to RUB 700 thousand or
equivalent to the guilty party’s wages or other income for
a period of from one year to 18 months;

imprisonment for up to two years and other penalties.

For more details, see Federal Law No. 100-FZ of 1 April 2020

1 April 2020

Increase in administrative
fines for violations of
public health rules and for
fFailure to comply with the
rules of conduct during a
period of high alert

Increased administrative fines:

For violations of public health rules during a period of
high alert, when there is a threat of the spread of a
disease that is dangerous to others, or during a period of
restrictive measures (quarantine) (Art. 6.3 of the Code of
Administrative Offences of the Russian Federation)

For failure to comply with the rules of conduct when a
territory where there is a threat of emergency is on high
alert, or in a zone of emergency

For more details, see Federal Law No. 99-FZ of 1 April 2020

1 April 2020

REGULATIONS MAIN LEGISLATIVE AMENDMENTS INTO FORCE
Regional authorities may From 1 April 2020, the regional public authorities may 1 April 2020
establish rules of conduct establish rules of conduct that are binding on citizens and
for citizens during a organisations during a period of high alert or when an
period of high alert or in emergency situation is proclaimed
emergency situations

For more details, see Federal Law No. 98-FZ of 1 April 2020
Suspension of Scheduled inspections, with the exception of inspections 14 April 2020
scheduled inspections based on a risk of harm to human health or life,

verification of the fulfilment of administrative

requirements and licensing reviews are suspended until

the end of 2020. Distance inspections and verifications

are introduced.

For more details, see Resolution of the Government of the Russian

Federation No. 438 of 3 April 2020
Regulations on the Pharmacies included in the Roszdravnadzor register may 18 May 2020

remote sale of medicinal
products

engage in remote sales of non-prescription drugs.

Delivery of non-prescription drugs may be carried out by
an employee of a pharmacy or another (third-party)
organisation on the basis of a contract.

Courier services must have equipment to maintain the
required temperature for the delivery of temperature-
sensitive drugs.

For more details, see Resolution of the Government of the Russian
Federation No. 697 of 16 May 2020
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REGULATIONS MAIN LEGISLATIVE AMENDMENTS INTO FORCE
Regulations for Regulations have been established for organisations to 7 June 2020
organisations on the prevent and counter the spread of coronavirus
prevention and (germicidal lamps, disinfection, use of PPE, etc.)
countering of the spread
of coronavirus For more details, see Resolution of the Chief State Medical Officer of
the Russian Federation No. 15 of 22 May 2020
New regulations on New regulations have been established: 26 June 2020
Ithlf ?I[Splayfan.d on the display of grape-containing alcoholic beverages
abelling of wine and on the accompanying inscription “Not wine”
products
on the additional labelling of wine products
the display of Russian wines made from Russian grapes
must be accompanied by the inscription “Wine of Russia”
For more details, see Federal Law No. 468-FZ of 27 December 2019
Change in the procedure Beginning 1January 2021, a VAT exemption applies to 31 July 2020

for exemption from VAT

services for the transfer of exclusive rights to computer
software applications and databases included in the
unified register of Russian computer software
applications and databases, and to the rights to use such
software applications and databases (including updates
thereto and additional functionality), including by
providing remote access to them through the Internet.
The VAT exemption does not apply if the transferred
rights to software applications and databases consist in
obtaining the capacity to distribute advertising on the
Internet and/or to gain access to such advertising
information, to post offers for the purchase (sale) of
goods (works, services) or property rights on the Internet,
to search for information about potential buyers (sellers)
and/or to complete transactions.

For more details, see Federal Law No. 265-FZ of 31 July 2020

except for certain
provisions that
will enter into
force at a later
date

New regulations on the
advertising and sale of
nicotine-containing
products and devices for
burning tobacco

Increased administrative fines:

In addition to the existing regulations on the prohibition
of tobacco advertising, the advertising and promotion of
devices for the consumption of nicotine-containing
products, hookahs, and nicotine-containing products shall
also be prohibited as of the indicated date.

Now devices for burning tobacco shall fall under the
category of “devices for the consumption of
nicotine-containing products”, and sticks will be
understood to be “nicotine-containing products”.

Advertising, distributing for free, or donating such
devices or arranging promotions in which the purchase of
such devices is a condition shall not be permitted.

Sticks shall be subject to rules similar to tobacco: retail
trade by means of delivery, remote sales, the use of
vending machines or other methods is prohibited at fairs
and exhibitions. However, customer pickup is permitted.

For more details, see Federal Law No. 303-FZ of 31 July 2020

31 July 2020
except for certain
provisions that will
enter into force at
a later date

Changes in regulations
on the sale of lottery
tickets

The regulations on the distribution of lottery tickets and
on the installation of lottery terminals have been
updated: these activities are permitted in shopping
centres (complexes) even if there are children’s,
educational, medical or religious organisations at the
shopping centres.

For more details, see Federal Law No. 242-FZ of 20 July 2020

19 October 2020
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General principles of
regulatory legal acts
related to entrepreneurial
and other economic
activities were laid down;
some acts were revoked

The general principles have been laid down for the
application of the norms contained in regulatory legal acts
that are related to the performance of entrepreneurial and
other economic activities, and the assessment of
compliance with which is carried out through state
oversight (supervision), municipal oversight, the imposition
of administrative penalties, the granting of licences and
other permits, accreditation, product conformity assessment
and other forms of assessment and expert evaluation.

A number of acts of the Government of the Russian
Federation, of federal executive bodies of the Russian
Federation and of executive and administrative bodies of
state power of the RSFSR and the USSR that are subject to
annulment have been listed. These acts may be disregarded
after 1January 2021.

For more details, see Federal Law No. 247-FZ of 31 July 2020

1 November 2020
except for certain
provisions that will
enter into force at

a later date

Minimum prices for
sparkling wine have
been set

Minimum prices for sparkling wine have been set for
2021-2026.

The minimum purchase (supply) price for sparkling wine
producers is set at RUB 118 for 0.75 litres of finished
product.

The minimum price of sparkling wine for a company that
has purchased such products from another company or an
agricultural producer will be RUB 137 for 0.75 litres of
Finished product.

The minimum price for the retail sale of sparkling wine is set
at RUB 169 for 0.75 litres of finished product.

For more details, see Order of the Ministry of Finance of Russia
No. 232n of 7 October 2020

1January 2021
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Changes in public
health rules and norms,
regulations on the
provision of food
services

Provision has been made for the possibility of not
providing documents confirming the compliance of food
products with mandatory requirements for the sale of
ready-made meals, beverages, culinary and confectionery
products manufactured in food services enterprises and
sold in the provision of food services, both at the place of
production and beyond it in respect of orders, including
for delivery to the consumer, takeaway and catering.

The possibility of keeping an electronic hygiene journal
related to the examination of employees.

Shared conveyance (transportation) of food-related raw
materials, semi-finished products and ready-made food
products is permitted subject to the availability of
hermetic packaging and also provided the temperature
and humidity conditions for storage and conveyance
(transportation) are observed.

The possibility of recording the temperature of food
storage and humidity in an electronic format.

For more details, see Resolution of the Chief State Medical Officer
of the Russian Federation No. 32 of 27 October 2020

1January 2021

Increase in the
minimum producers,
wholesale and retail
prices for spirits

Beginning 1 January 2021, the Ministry of Finance has
increased the minimum producer’s, wholesale and retail
prices for spirits.

The minimum retail price of a 0.5 litre bottle of vodka
with a potency of 40% will be RUB 243; of brandy — RUB
324; of cognac — RUB 446.

For more details, see Government Resolution No 325 of
12 November 2020

1January 2021
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CEO statement

Dear stakeholders,

The year 2020 turned out quite different from our expectations
as a consequence of the COVID-19 pandemic. For our Company,
it was a year of multiple challenges, as it was for any food
retailer across the world. But even more than that, it was a year
of faster progress for X5's digital businesses. Our internal
procedures, risk controls and decentralised management model
proved resilient to the adverse external environment and fully
adaptable to rapid changes in the market.

| would like to thank all X5 employees, especially our retail and
supply chain colleagues, for their utmost dedication, which
enabled X5 to fully meet increased customer demand during
the lockdown in May-July 2020 and beyond, and with the
strictest health and safety measures. X5 continued on its path of
growth, digital transformation and improvements in
operational efficiency across its formats and business units,
despite the challenging operating environment.

Igor Shekhterman
CHIEF EXECUTIVE
OFFICER
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| am pleased to report that X5 Retail
Group, which in 2020 became a truly
omnichannel FMCG retailer, delivered
strong financial results.

Revenue growth accelerated to 14.1% year-on-year in 2020
to RUB 1.98 trillion, and we achieved a 7.3% EBITDA
margin, in line with our internal target. X5's digital
businesses, which combine our online marketplace Vprok,
express delivery from Pyaterochka and Perekrestok stores
and revenue from our 5Post e-commerce delivery service,
rose 362% year-on-year to RUB 20 billion and contributed
1.0% to our consolidated revenue for 2020 (1.6%
contribution in Q4 2020). The GMV from our online sales
via all platforms reached RUB 22 billion, and we Ffulfilled 7.9
million online orders over the year, up from 1.4 million in
2019. This dynamic growth enabled us to further solidify
our leadership in the food retail sector, and our market
share expanded to 12.8% in the total food retail market,
while we also secured for the first time the leading
position in the Russian e-grocery market with a 13%
market share.

In 2020, the structure of X5's business continued changing.
Not only did we enjoy a higher contribution to revenue
and top-line growth from our new digital businesses,
which were in high demand during the pandemic, but we
also continued to downsize our Karusel hypermarket
operations and introduced a new hard discounter format
under the Chizhik brand. We see growing demand for
conveniently located hard discounters with a limited
assortment and an EDLP (everyday low price) pricing
strategy across the regions where we operate. Four
Chizhik stores were opened in Q4 2020, and their Ffirst
results are encouraging.

Our focus on ESG was strengthened in 2020. X5
introduced new medium-term ESG goals to be achieved
by 2023 as well as longer-term ESG aspirations for 2030
(see pages 121-144). We made further progress towards
achieving a better understanding of our business’s carbon
Footprint and of what X5 can do to reduce this per square
metre of selling space. We are currently exploring the use
of green (solar) energy in our warehouse operations as
one climate-related initiative. | am pleased with the
progress we have made towards embedding ESG targets
in all aspects of our business and with the engagement
that we see regarding ESG from all stakeholders -
customers, employees, suppliers, the government and
investors.

Investments in 2020 totalled RUB 89.9 billion, or 4.5% of
2020 revenue. The structure of our investments is
changing towards a higher share of refurbishment and
non-store capex, which includes small-scale acquisitions of
ready-to-eat producers and investments in our new media
platform. We funded our investments predominantly from
our operating cash flow, and used our balance sheet
capabilities and the current low-rate environment to pay
sufficient dividends.

In response to increased volatility in financial markets, X5
amended its dividend policy in Q4 2020 to introduce
interim payments based on the Company’s 9M financial
results. Our amended dividend policy states that the
dividend payout will be based on operating cash flow and
a target net debt/EBITDA ratio pre-IFRS 16 of below 2.0x
at the end of the year for which the dividend is being
proposed, taking into account considerations including the
Company’s growth profile, capital requirements and
return on capital.

Despite our sizeable investment programme in 2020, our
net debt/EBITDA ratio remained at a comfortable level of
1.67x at year end, and we increased our dividend payout to
RUB 50 billion (RUB 184.13 per GDR) for 2020, up 67%
From 2019.
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We maintained leadership in terms of revenue growth
compared to our main peers and further expanded the
absolute revenue gap with each of our five closest
competitors in offline grocery.

We achieved market leadership in e-grocery with a market
share of 13%, with the GMV of our online businesses
growing faster than the overall e-grocery market.

Express delivery mobile apps were launched for Pyaterochka
and Perekrestok, with a total of 3.8 million downloads in
2020 (excluding Okolo).

We delivered sustainable quality for in-store services and
dramatically increased the volume of our online operations
during the pandemic.

The vast majority of our stores remained fully operational
during the COVID lockdown and were even able to increase
sales and delivery volumes from our supply chain.

We achieved revenue growth above our internal budget
targets and profitability in line with our budget, offsetting
COVID-related additional costs of RUB 3.5 billion through
higher efficiency and the positive effects of the internal
digitalisation of business processes and decision-making.

We maintained an EBITDA margin pre-IFRS 16 of 7.3%, in line
with our strategic objective to remain above 7%.

We sustained positive momentum in personnel turnover
and labour productivity: turnover declined by 11 p.p. to
379%, and our average labour productivity improved by
3.3%.

Our investments in prices in 2020 progressed according to
our initial plan, and we supported our customers
throughout the pandemic with additional price investments
and promos even when our stores were in high demand and
stimulating additional consumer traffic was not deemed
necessary. We deemed this to be socially responsible given
the impact of the COVID pandemic on consumer incomes.

We continued to roll out new concepts and CVPs in our
proximity and supermarket formats, refurbishing 628 stores
(583 proximity stores and 45 supermarkets) so that, by year
end, 12% of Perekrestok and 13% of Pyaterochka stores
were operating under their new concepts. These stores
continued to demonstrate strong like-for-like and NPS
dynamics compared with the previous concepts.

Our 5Post e-commerce delivery service successfully
completed the year as a stand-alone business, delivering
6.8 million e-commerce packages, finishing the year by
handling 1.5 million parcels in December through its
network of 4,518 parcel lockers and 11,937 delivery points at
X5 stores.

We launched our hyperlocal FMCG aggregator and delivery
service Okolo, which will be developed further in 2021 by
signing up HoReCa and non-food FMCG retailers to the
service.

The transformation of X5's hypermarket format launched in
2019 continued, and the number of Karusel stores was
reduced by 35. 25 of the stores were transferred to the
Perekrestok brand.

We launched stores in the promising market segment of
hard discounters, under X5's new Chizhik brand. Initial
results are encouraging.

We continued our digital transformation, which had a
positive impact on FY 2020 EBITDA of RUB 7 billion.

X5 has set medium- and long-term sustainability targets
with a focus on three areas of improvement: CO2 emissions,
waste management and social engagement with local
communities.

We paid two dividends in 2020, including the first interim
dividend payment for 9M in December, based on our strong
fFinancials and cash generation during the first three
quarters of the financial year.
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The importance of providing our
customers with a range of choices to
shop online or offline at conveniently
located stores was made very clear by
the COVID-19 pandemic. We came to this
adverse market environment well
prepared, and benefitted from earlier
strategic decisions.

The pandemic also brought a new focus on health and
safety, which X5 responded to by providing an emergency
supply of personal protective equipment for all employees
(masks, gloves, sanitisers) and arranging for 95% of our
office personnel to start working remotely over the course
of just two weeks. This enabled our massive network of
stores and distribution centres to remain fully operational
throughout the pandemic.

From February to late summer, when the COVID-related
lockdown was lifted, the Emergency Board, comprising
top executives from X5's various business units, met on a
daily basis and as deemed necessary later (in virtual
meetings) to quickly address all upcoming operational
issues or changing regulations.

Our offline operations experienced peak demand during
the lockdown, and our supply chain and store operations
handled successfully. The Commercial Department not
only achieved better purchasing terms in order to provide
our customers with fair and attractive prices but also
created necessary additional inventory of high-demand
goods in anticipation of the lockdown measures that were
introduced in Russia in mid-March. During the initial
stock-up period, which lasted from mid-March to the end
of April, we introduced more frequent deliveries from the
Company’s warehouses to stores, thus avoiding
out-of-stock items and improving customer perception
regarding the constant availability of goods in our stores,
with volumes of high-demand dry groceries and personal
care items increasing accordingly. We also introduced
mobile teams for stores and logistics operations in the
event of a COVID case being detected among workers
and the full shift/team was required to stay in quarantine.
This measure helped to avoid labour shortages and ensure
business continuity.

Despite restrictions imposed by the lockdown, we
increased our selling space by 8.3% in 2020 to 7,840
thousand square metres and opened 1,410 new stores (net
of 352 closings), which was close to our initial plan. Around
50% of these openings replaced less efficient food retail
operators, and we observed a faster reduction in the
presence of traditional retailers in the market, as many of
them could not cope with significant operational
challenges or ensure safety and product availability for
customers. X5 continued to consolidate the offline food
retail market in both the proximity and supermarket
segments in 2020, gaining market share at an accelerated
pace compared with previous years. Management sees
this trend as ongoing.

Overall, our positive like-for-like sales of +5.5% were
driven by an increased average check, which benefitted
from a higher share of private label products (up from 14%
in 2019 to 18% in 2020), a constant focus on the quality of
the goods in our stores, attractive pricing and the new
store concept, covering 12% of our store base by year end
(the new concept is even better at engaging our guests
and displays stronger like-for-like performance).

Like-for-like traffic declined by 6% in 2020, as consumers
made less frequent visits to public places due to
COVID-related safety concerns. Like-for-like performance
was uneven between X5's offline formats in 2020,
reflecting regulatory restrictions introduced during the
lockdown. These restrictions partially affected our
Perekrestok supermarket and Karusel hypermarket
operations (shopping malls were closed to the public,
which reduced traffic to X5 stores located in shopping
malls). At the same time, X5’'s proximity format,
Pyaterochka, benefitted from regulatory requirements
that curbed customers’ mobility for the lockdown period
between late March and mid-June.

Our proximity format saw increased consumer demand
and attracted new customers from traditional retail,
hypermarket and supermarket formats during the
pandemic. This fully validates our strategic decision to
Focus on the proximity segment, which our team
continued to expand. We also invested in new
technological solutions, including cashless payments and
online ordering for express delivery of FMCG products
from our Pyaterochka stores, which enjoyed growing
popularity in 2020.

In online, we had to expand our infrastructure to cope
with the jump in demand. We opened two additional
dark stores to support the 1PL operations of our online
marketplace Vprok (one in Moscow, ahead of schedule,
and one in Nizhny Novgorod) and accelerated the rollout
of express delivery services. It took us four months to
fully cover the city of Moscow with express delivery from
X5 stores, which meant not only allocating 518
Moscow-based Pyaterochka and Perekrestok stores to
handle incoming express delivery orders for picking, but
also training personnel and arrange for third-party
couriers to pick up and deliver orders to our clients. We
expect express delivery’s contribution to X5's digital sales
to surpass Vprok's bulk ordering, as the convenience of
short delivery time combined with attractive pricing is
gaining traction among our customers.

Our loyal customer base increased in 2020 faster than
selling space, at +16.5%, and reached 47.3 million by year
end. Customers who are active users of loyalty cards
generate higher value per individual and are normally
more profitable for the Company. Amidst the pandemic,
we continued to work on customer feedback features in
our loyalty programmes and introduced new mobile app
functionality to support this. In total, our focus on
feedback enabled us to collect more than 120 million
customer ratings for various products in our stores, with
the focus on private labels. This enhanced
communication with our loyal customers further
improved their loyalty and enabled the Company to
change its assortment accordingly, supporting sales
growth.
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We operate in an industry that, driven by
advanced technologies, is undergoing a
significant change, which was further
accelerated by the pandemic. Consumer
behaviour is shifting towards even
greater convenience; competition from
online players is rising and reshaping the
ways in which consumers satisfy their
demand for food.

Total online grocery sales in Russia increased by 260% to
RUB 155 billion in FY 2020, of which X5 claimed a 13% share
and secured the #1 online market position.

Offline food retail trade increased by 1.1% in nominal
terms to RUB 16.2 trillion. An estimated 30-40% reduction
in the HoReCa market and stay-at-home consumption in
2020 had a positive impact on offline food retail. The
difference in the growth rates of online and offline food
markets is drastic, yet the share of online remains
relatively low at just 0.9%, meaning we have a positive
outlook for future growth.

The macro backdrop for Russia’s food retail sales in 2020
was influenced by the COVID-19 pandemic, customer
employment and income, as well as mobility restrictions,
which resulted in the redistribution of consumer spending
from discretionary (travel, entertainment, non-school
education) to staples (food, pharmaceuticals, utilities,
consumer electronics, child and pet products, and DIY for
home and garden). Within staples, the convenience store
segment was the core beneficiary of this trend. At the
same time, the consumer confidence index decreased
from -13 to -26 over the course of 2020, and demand for
attractively priced food offers was higher than in more
premium segments.

Russian GDP in 2020 declined by 3.1% year-on-year. The
economy was affected by the lockdown and by weak oil
prices for most of the year. Nominal wage growth was
surprisingly resilient, with an annual increase of 6.7%
(2.5% in real terms), supported by the public sector and
large private enterprises. The relatively small share of
SMEs in the Russian economy was a positive factor in the
context of the COVID-19 pandemic. Consumer income was
supported by government social spending through both
one-off payments and increased regular disbursements to
Families with children, as well as to households with low
incomes. As a result, consumer disposable income
declined by 3.5% in real terms, mostly due to lower
income from properties and small private businesses.

Food inflation averaged 2.8% in H1 2020 and accelerated
to 5.1% in H2 2020, reflecting high global inflation in fruit
and vegetable prices as well as the weakness of the
rouble. The price of tobacco products also jumped in Q4
2020 in anticipation of the excise tax increase from 1
January 2021.

Retail sales, including non-food, declined year-on-year by
0.2% in nominal terms and 4.1% in real terms. Food retail
sales (excluding online and ready-to-eat deliveries)
increased by 1.8% year-on-year in nominal terms in 2020
with no visible signs of consumers trading down.

Against this macro backdrop, the food retail industry
continued to consolidate at a faster pace, and the share of
the top five retailers moved from 29% in 2019 to 32% in
2020. All leading offline retailers increased or introduced
online services, but with different degrees of growth, as
their offers are limited by the infrastructure of their
physical stores and often by not having their own mobile
app or the ability to fulfil online orders.

Offline retail competition was mostly between the two
market leaders — X5 and Magnit - for loyal customers and
for an increase in the loyal customer base. At the same
time, both leading retailers enjoyed a notable inflow of
customers from traditional retail, which lacked the
necessary assortment during the lockdown, so price
competition did not kick in until the last quarter of the
year.

Looking at competition between formats, the
convenience/proximity segment and hard discounters
were the clear winners in 2020, winning in terms of price
or a combination of price and a relatively wide assortment
(up to 6,000 SKUs in some proximity stores).
Hypermarkets, due to their more extensive non-food
offers and higher share of promo, performed slightly
better during the lockdown compared with supermarkets.
The higher-end market segment of supermarkets and
specialist stores (offering organic food and farm-fresh
products) suffered from either higher price propositions
and their location in shopping centres or from having a
limited assortment.

The regulatory framework in the food retail industry in
2020 centred around price monitoring, but the risk of
price caps did not materialise. To proactively address this
regulatory concern, several retail leaders, including X5,
introduced zero markup on several socially important
goods (SIGs) during the pandemic. In Q4 2020, when food
inflation rose to 5.8%, the government again debated a
price cap on SIGs, but this measure was not implemented,
although price monitoring on a number of products
(which for X5 comprised less than 5% of turnover) was
introduced.

03. FINANCIAL STATEMENTS

Sustainable development

In 2020, X5 approved an updated
sustainable development strategy that

sets out the Company’s areas of focus in
ESG until 2023 as well as until 2030.

Medium-term ESG targets (to 2023) include a 100%
increase in the number of families receiving support
From our Basket of Kindness food drives, an increase in
the share of fresh and ultra-fresh categories in our
assortment to up to 50%, employee engagement of over
75%, a reduction of up to 10% in GHG emissions per unit
of revenue and a target of up to 40% of non-expired
food waste being repurposed.

In 2020, X5 improved its disclosure of ESG metrics,
developing a new website (https://esg.x5.ru/en/) that
provides more granular and expanded data on ESG,
including an ESG databook and semi-annual reports on
the progress of our ESG strategy implementation.
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Outlook

In 2020, X5 fine-tuned its strategy to
focus more on the customer journey,
with a strategic objective of engaging
with the consumer at every stage of their
food-related decision-making and
activities — not limited to grocery
purchases only.

X5 will look to engage with its customers as early as at the
stage of gathering nutrition and dietary information and
tips, through various channels but focusing on digital, and
staying engaged beyond the phase of the retail purchase

of groceries, by providing customers with complementary
services that will eventually form the X5 ecosystem.

In order to achieve this new strategic objective, X5 will
implement a new management model| that combines
traditional competitive advantages with a new level of
speed and efficiency. We will sustain our advantage, as a
traditional player, by creating digital infrastructure around
our core business that covers all stages of the customer
journey in food and in complementary categories.

New medium-term strategic goals include:

Market leadership in offline grocery retail with a 15%
market share in 2023

A market share of 20% in e-grocery in 2023

A 5% contribution from digital businesses to 2023
consolidated revenue

An increase in MAU to 38 million in 2023

Sector leadership in ESG with a focus on care for the
community and environmental impact

Constantly improving our CVP is one of our strategic pillars. With the rollout of new
concepts ongoing in our proximity and supermarket segments, we introduced a hard
discounter format with more attractive pricing (Four pilot stores in 2020, with more than
50 to be added in 2021) to offer the best market prices on a limited FMCG assortment of
800 SKUs, which in its target model has 60% of revenue from private labels developed
specifically for the format.

Another strategic area for X5 is ready-to-eat. The updated strategy sets specific targets
for the share of the ready-to-eat assortment for Pyaterochka (3.7% revenue target in
2023, up 9% from 2019) and for Perekrestok (8.5% revenue target in 2023, up 2.4x from
2019).

The strategy to develop digital offers for our customers paid off in 2020. Between our
online marketplace Vprok and our express delivery service, offered in 13 cities during
2020, we delivered 7.9 million online orders to 720 thousand and 746 thousand
customers, respectively. From fulfilling 6 thousand daily online orders in January 2020, of
which only 300 per day were for express delivery, our operations delivered 76 thousand
daily orders on peak days in December, of which 57 thousand daily orders were for
express delivery, which demonstrates the superior growth trajectory of this service. We
are also very pleased with the profitability profile of our digital businesses and with their
respective unit economics.

The COVID-19 lockdown significantly accelerated the adoption of express delivery and
bulk online orders among our customers, and we continue to see strong demand for
these services in Q12021. This is why we further expanded our online customer offer
and, in Q4 2020, launched our Okolo hyperlocal delivery service anchored around X5's
Pyaterochka and Perekrestok stores, with additional ready-to-eat product offers from
HoReCa and a non-food assortment from other retail partners.

Going forward, in addition to its core business (X5 retail chains and ready-to-eat
products), X5 will develop a variety of digital businesses: a media platform (already
being developed by an in-house team), an FMCG marketplace (based on Vprok, by
expanding its assortment to FMCG via a 3PL fulfilment model; this team is already
independent from Perekrestok), our delivery aggregator Okolo, payment and other
banking services (based on X5 Bank in cooperation with Alfa Bank) and a subscription
service for X5's ecosystem services. All of these businesses will be linked to the unified
personal ID service — our X5.1D platform - that our IT/Big Data Department successfully
launched in 2020. X5.ID will also enable us to better understand each customer’s LTV in
order to better manage our profitability and sustain longer-term engagement with our
loyal customers.

In 2021, we will continue our development as a client-centric and
technologically more advanced retailer.

Our outlook for the Russian consumer in 2021 is neutral, although we might see periods of
deterioration in consumer demand or consumer confidence before the economy firmly
emerges onto a recovery path after the pandemic.

In any macro scenario, X5 has sufficient variability of formats, client value proposition
alternatives and services — from online orders and self-checkouts to hard discounters and
new fintech offers — to satisfy our customer needs.

We will continue developing a multi-format omnichannel FMCG offering for our clients, with
a focus on fresh food sourced and delivered in a sustainable manner, and supported by
additional digital customer services.

While digitalisation inside and outside remains in focus, our core formats Pyaterochka and
Perekrestok will grow and transform, becoming more digital from within. Digitalisation and
further automation of business processes and operational decision-making will also provide
support to margins at the consolidated level, even while digital businesses are not yet margin
enhancing. We expect Vprok's core operations (excluding the 3PL marketplace that will be
developed in 2021) to become EBITDA-neutral by the end of 2021, as planned.

We have set a target to open up to 1,500 new stores in 2021, gross, including 1,400 in the
proximity format and the rest in supermarket and hard discounter formats. Hard discounters
that will open in 2021 will continue testing various aspects of X5's hard discounter offer,
services, impact on X5's other formats and performance in relation to the competitive
landscape. The full rollout of our hard discounter format is planned to start from 2022.

In addition to network expansion, we plan to refurbish 1,500 proximity stores and around

50 supermarkets. While this will require additional capital expenditure, returns on refurbished
stores are very strong.

We aim to maintain our EBITDA margin above 7% pre-IFRS 16 in 2021, reflecting competitive
pressure from other food retailers on prices, the promo activity of all organised retailers and
our internal investments in the development of new digital businesses.

In 2021, X5 will publish a standalone sustainability report under GRI Standards for the First
time, which should further underscore the Company’s leadership in various ESG aspects.
Business growth and a focus on the efficiency of existing operations, including working
capital, will support our annual dividend payments, which we expect to increase steadily.


https://x5.ru/en

)X5 STRATEGIC REPORT )» STRATEGIC REVIEW )» OUR FUTURE-READY STRATEGY

Our future-rea

y strategy

Our new strategy to 2023 represents a further
evolution of our overall aim to strengthen the
existing business by further enhancing efficiency
to maintain profitability, while at the same time
implementing a digital transformation and
developing new practices that will constitute

the future of food retail. To this end, 2020
accelerated a number of trends that we were
already preparing for, and we have adapted

our long-term plans to reflect this.

Today the customer journey starts long before
entering a store or making a delivery order. Most
of our customers practically live in a digital
environment, regardless whether they make their
purchase online or offline. This environment has
become a key factor in generating customer
preferences, experience and feedback. In order to
continue to grow our business while maintaining
margins, we aim to expand our presence to be at
all stages of the customer journey for food
consumers. We aim for our interaction to start with
planning and discovery of meals and recipes, and
to continue all the way through to a payment
platform and subscription services across our
businesses. These digital platforms and services
will help to attract and retain customers in our core
retail business.

We aim to be a leader in key customer missions.
In order to strengthen the existing business,

we will leverage our digital transformation to
significantly improve the efficiency and
effectiveness of our assortment and price
management. As we respond to changing
customer preferences, we will continue to
strengthen our ready-to-eat assortment and test
out new retail formats like a hard discounter.

We want to offer the best customer experience.
Our mobile apps are recognised as the best in the
market, and we are continuously updating and
adapting them based on customer feedback and
the latest available technologies. As we continue
to refine our data capabilities, we will be able

to further improve the customer experience

with personalised products, prices and services.

Finally, we have made care for the community
and the environment some of our strategic
priorities. We identified specific and measurable
initiatives and targets to measure our success

in this area.

The priorities laid out in our new strategy set the
clear aim of reinforcing our leadership in a rapidly
changing market. When X5 undertook the
transformation of its offline business, it was
successful at becoming Russia’s leading food
retailer. After launching our digital businesses,
we secured a leading position in e-grocery with
market share of 12.6% in 2020. We plan to
increase this to at least 20% by 2023. Looking
ahead, | am confident in X5’s ability to achieve
its goals and deliver value to a full range of
stakeholders.

Vladimir Salakhutdinov

DIRECTOR OF STRATEGY
AND BUSINESS DEVELOPMENT
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Strategy 2018-2020
implementing and adapting

STRATEGY 1-2 YEARS 1-2 YEARS 1-2 YEARS
IMPLEMENTATION
STAGHS Strengthen Digital New generation

the core business transformation retail

EBITDA margin above 7% pre-IFRS 16 Formed big data team and competence centre Achieved market leadership in the e-grocery

_ : segment in Russia
Increased NPS Launched digital transformation program

Launched express delivery mobile apps for retail

Updated CVPs of retail chains, rolling out new chains

store concept for proximity and supermarkets

Implemented big data analytics in pricing,
assortment management and demand
forecasting processes 5Post e-commerce logistics platform is

Increased share of private labels in sales delivering over 1 min orders per month

Transformed IT development process,

Increased share of direct import implementing product mindset

Approved sustainable development strategy,
defining X5's areas of focus in ESG

Reduced shrinkage level
Reduced employee turnover

Launched client experience management
programmes

Launched transformation of Karusel
hypermarket format

Created ready-to-eat business unit

Launched X5 Digital Academy

Created innovation centre and retail
technology alliances

Launched new technologies developed in
house, including self-checkout counters,
self-scanning and scan & go offering

We have successfully
achieved our strategic
targets under the

2018-2020 strategy.
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® Our new strategy to 2023 integrates sustainability We successfully implemented our 2018-2020 strategy and announced new
St ra teg Ic targets, aims to further strengthen our leadership in goals for 2023 in October 2020. Our goal is to increase value for X5
offline food retail while ensuring we can support our shareholders and Russian society more broadly by advancing and evolving
oa I S 2023 customers at all stages of the customer journey our technology and competitive strategies to further cement our position
across both offline and online formats. as the top choice in the food market for all our stakeholders.
0
L
Leadership Leadership

in food retail

15 20

in digitalisation

38 MLN 5%

X5 share of X5 share of Mounthly active Share of digital
grocery market e-grocery market users in X5 digital businesses in
in 2023 in 2023 channels and mobile revenue in 2023
apps in 2023
=
=4 §@
Commitment Care for

to shareholders the community

Growing shareholder value Implementing a sustainable

Growing dividends business model
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HOW WE WILL GET THERE

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE

Continue to develop our multi-format offer

Strengthen
the existing offer

Expand digital
offering

Develop complimentary
businesses

We are rolling out new store
concepts and CVPs to our
segment-leading proximity and
supermarket store formats,
Pyaterochka and Perekrestok

Pilot new formats

Q.Q

During 2020 we launched a pilot of
the Chizhik hard discounter format in
Moscow and will be analysing the
potential for this new type of store
during 2021

Perekrestok Vprok is our online
hypermarket with a wide offering of food
and non-food products, that we plan to
transform into an FMCG marketplace. The
business has expanded from handling 6
thousand orders per day in two cities in
January 2020 to 15 thousand orders per day
in 12 regions by December 2020

Express delivery services from

Perekrestok and Pyaterochka stores @
offer customers a convenient way to Rocmaska
quickly purchase smaller orders that

can be delivered by a courier from a

local store in under one hour.

Okolo, which powers our express delivery
service, can easily be expanded to include
deliveries from other businesses outside of
the X5 portfolio.

<3

B

OKOJI10

Like our 5Post last-mile delivery service for
e-commerce providers that leverage existing 5
X5 logistics and store infrastructure, we will o’/
invest in developement of our proprietary

media vertical to engage consumers at earlier

stages of their food-related journey. Within our
ecosystem development, we will provide our
customers with payment solutions, fintech

products and other auxilliary ecosystem

services.

Downsize Karusel

Downsize Karusel in order to focus on most

promising food retail segments: stores will be I=
closed or transferred to Perekrestok to

operate as large supermarkets or continue to

function under the Karusel hypermarket

brand.

03. FINANCIAL STATEMENTS
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HOW WE WILL GET THERE

OFFer services at

every stage of the
customer journey

MARKETPLACE

X51D:
SUBSCRIPTION & PRIVILEGE
SERVICE

4

g PAYMENTS
. SERVICE
As the lines between grocery and the broader food I Lv ~
market fade, our strategy aims to place X5 Retail AGGREGATOR ‘ N
Group at every stage of the customer journey, from /
planning meals and selecting a store to the actual ST 5 B TR R T
purchase (in-store or online), as well as - @« _ e

complementary services such as a payment

platform and subscription service. PRICE

COMPARISON
SERVICE

MEDIA PLATFORM
ABOUT FOOD
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HOW WE WILL GET THERE

Strategic progress
driven by digital

transformation

X5 is already an industry leader

Ongoing investments in our IT

in digital transformation infrastructure will strengthen
leadership while enabling us to
Our mobile app interfaces are rated the best maintain profitability in a highly
among retail and service peers competitive and changing market

We use advanced data analytics and Al-driven

tools in key commercial decision-making
processes like pricing, and assortment
management faster and more precise

We have digitalised processes end-to-end

Our single sign-on X5.ID gives us a 360-degree
view of our customers’ journey across X5
businesses

)2 ORUB BLN

Effect of digital transformation
on EBITDA from 2021

We will achieve a new level of speed and
Flexibility by transitioning to a new IT
infrastructure

Cross-functional teams use agile principles for
products and projects

O01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE

42

Digitalisation index 2020

KEY ELEMENTS OF DIGITAL TRANSFORMATION

03. FINANCIAL STATEMENTS

Assortment, Qﬂ Digital
prices, promo (7S platform

+J~=  Supporting Digital
52 functions @ academy

50

Digitalisation index 2023

Supply
chain

Enterprise
processes

Finance, Transport,
Import, HR, IT
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HOW WE WILL GET THERE Marketing Store Category Director/staff/store
CVM management operations
SHELF
Feedback Assortment Personnel time management

. . . .
Strategic progress
Assortment management Promo management Dlglta| e e

Automated pricing Realocator

® O O in stores
Nego
driven by digital
Video and voice management Demand and sales Private label
o recognition technologies forecasting system life cycle
cransrormacion management
o

o Express scan
Promo

Digital transformation affects everything we do. Digital
technologies are enhancing how we cooperate with
suppliers, as well as management of our transport and
logistics operations. In our stores digital technologies are
powering automated pricing and assortment, as well as
monitoring in-store operations to make sure out
customers get a high-quality and convenient shopping
experience.

Russian suppliers

Supplier portal
Dialog X5
Automated procuremen

# 9

Order to supplier

Assortment
and pricing data

People Analytics

Personnel management

Unified mobile platform for retail staff
development and communication

Digital HR services
Learning and development ecosystem

Order from

%
\ store

Automation of key HR processes

HR Clue (efficiency analytics)

Customer

X51D
Retail chain Transport
management X5 Transport .
Cross-format automated commercial Transport analytics
procurement management VoG careiien Distribution
End-to-end automation of of driver and vehicle |
non-commercial procurement st Tor L aarmans centre mport
X5.PropTech from supplier to DC Digital replenishment X5 Import

Increasing accuracy of sales forecasts
for store openings
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HOW WE WILL GET THERE

Develop our
competitive advantage
In ready-to-eat

As customers increasingly focus on Our ready-to-eat (RTE) offering is
convenience and ways to simplify their lives, differentiated from peers thanks to the

we have developed a competitive advantage unique assortment, which includes healthy
with our ready-to-eat offering thanks to the foods and collaboration with famous chefs,
quality, freshness and great taste of the as well as in-store cafes, bakeries and open
assortment available at our stores or from kitchens with themed cooking areas.

express delivery.

RTE share in retail chain sales

© &

I8 i 1 ._-"T e .'... :#_.
3.7% 8.5% _ & g a

ol g _'_.._J—-";:l

3.6%

0.4%

2019 2023E 2019 2023E
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Before introducing our updated strategy to 2023 in October of 2020, we made good progress
against our previous strategic priorities while adapting to the changing market landscape

Strategic progress

CORE PRINCIPLES AND 2023 GOALS 2020 RESULTS NEXT STEPS

Leadership
in food market

>15% >20%

Share of grocery Share of e-grocery
market market

02/

Leadership
in digitalisation

>38 MLN >5

MAUs in X5 digital Share of digital
channels and mobile businesses in revenue
apps in 2023

Accelerated market share gain in 2020: added 1.3 ppt and reached 12.8% of the
offline grocery market in 2020 and 12.6% in online

Rolled out new store concept for proximity and supermarkets (12% and 13% of
store networks, respectively, by YE 2020), which enjoy higher NPS and LFL sales

Launched pilot of Chizhik hard discounter format
Revenue of online hypermarket Perekrestok Vprok rose 208% year-on-year

5Post e-commerce logistics platform delivered 1.5 million parcels in December
2020 and 6.8 million for the full year

Continued to expand and refine our market-leading ready-to-eat offering

Expanded use of big data-driven CVM project that automates personalised
offers for customers

Converted 25 Karusel stores into large Perekrestok supermarkets

Digital transformation had an estimated positive impact on EBITDA
of RUB 7 billion

Relaunched mobile apps for retail formats, achieving chart-topping rankings
from users

Digital business revenue accounted for 1% of X5 Retail Group’s total FY 2020
sales: RUB 13.3 billion from the online hypermarket Perekrestok Vprok and RUB
6.1 billion from express delivery services from X5's Pyaterochka and Perekrestok
stores, as well as the Okolo hyperlocal delivery service launched in Q3 2020

Continued to roll out technologies developed in-house, including
self-checkout counters and scan&go offering

Launched pilot of Pyaterochka #naletu cashierless store in Moscow
Rapidly scaled up online businesses in response to increasing demand

Received over 120 million product ratings from customers online and via
mobile apps

Create a food-centric ecosystem of digital services that will enable X5 to be at
every stage of the customer journey

Launch auxiliary digital services to attract and monetise customer traffic via the
core retail businesses

Continue to adapt CVPs and roll out new store formats across Perekrestok and
Pyaterochka networks

Complete pilot of Chizhik hard discounter and decide on further development of
the format

Continue rollout of Pyaterochka #naletu cashierless store format

Increase ready-to-eat offering to 8.5% of Perekrestok sales and 3.7% of
Pyaterochka sales by 2023

Transfer to new IT architecture that will achieve a new level of speed and
Flexibility

Leverage big data tools and omnichannel capabilities to better meet the
needs of a wider group of consumers

Continue to improve communication with customers through online and
mobile apps

Expand use of X5.ID single sign-on as a convenient way for customers to
access non-X5 online services

Expand Okolo delivery aggregator to include express delivery from
third-party players

Continue to test and develop new omnichannel offerings that can enhance
the CVP of X5's businesses

Achieve positive impact of over RUB 20 billion on EBITDA by FY 2023 as a
result of digital transformation projects
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CORE PRINCIPLES AND 2023 GOALS

2020 RESULTS
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NEXT STEPS

e

A
6ls

Commitment
to shareholders

Growing shareholder value

Growing dividends

W

Care for the
community

Implementing a sustainable business
model

Achieved 14.1% annual revenue growth and increased market share during
the year more than any of top 10 competitors

Maintained EBITDA margin above 7% pre-IFRS 16
Reduced shrinkage level by 11 b.p.
Reduced employee turnover by 11 p.p.

Continued to grow cash return on newly opened stores and maintained the
share of underperforming stores in “EBITDA clinic” at 4.8% of the store
base

Updated dividend policy, introducing semi-annual interim payments and
cash flow with financial leverage as the basis for determining dividends

Increased dividend by 67% vs 2019

Approved specific ESG performance targets as part of strategy to 2023 and
“30x30" targets aligned with UN SDGs

Improved ESG disclosure practices with a dedicated ESG section of the X5

website, ESG databook, regular conference calls and semi-annual performance

updates

Successfully implemented initiatives across priority areas of sustainability

strategy, ranging from food aid and helping lost people in stores, to recycling
and sustainable packaging, improving employee engagement and decreasing

GHG emissions

Achieve at least 10% annual revenue growth

Maintain EBITDA margin above 7% pre-IFRS 16

Maintain focus on improving operational efficiency and reducing shrinkage
Focus on personnel engagement

Continue to increase dividend payouts in absolute terms

Maintain solid financial position, with net debt/EBITDA below 2.0x pre-IFRS 16
Increase ROI from current level

Sustained high dividends payout

Continue to focus on sustainable development as a core part of the CVPs of
X5's formats

Further improve ESG disclosure practices with the publication in 2021 of our
First sustainability report, prepared in line with GRI Standards
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Geography of operations

Food retail
market leader

Online and omnichannel:

X5 operates 17,707 retail stores, five dark
stores and 45 large distribution centres in 66
regions across seven of the eight federal
districts in Russia. In order to serve Russia’s
population of nearly 146 million people living
In 11 time zones, we maintain extensive
logistics operations, including distribution
centres and a fleet of modern trucks
delivering a reliable assortment of
high-quality goods to every single store.

rapid expansion of new businesses

Our robust IT infrastructure
and new digital services
developed for X5 customers
enabled us to adapt quickly to
the unprecedented changes in
consumer demand as a result
of the COVID-19 pandemic and
to rapidly scale up Perekrestok
Vprok and express delivery
services.

Revenue at our online hypermarket Perekrestok Vprok rose
207.9% year-on-year in 2020 as it expanded its operations
from four to five dark stores and began offering services in
nine new cities during the year. Combined with express
delivery from Perekrestok and Pyaterochka stores, which is
now available from 992 stores in 13 regions, our rapidly
growing e-grocery operations placed us at #1 by GMV in
e-grocery.

Our 5Post e-commerce logistics platform launched in 2019
saw further growth in 2020. Through the service,
third-party e-commerce platforms can offer their customers
deliveries to convenient pick-up points, located in X5 stores
and parcel lockers at X5 stores. 5Post delivered 1.5 million
parcels in December and 6.8 million in 2020, with over
16,000 pickup points in 65 regions of operation.

Net retail sales by fFederal district in 2020%, %

01. STRATEGIC REPORT

02. CORPORATE GOVERNANCE
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14.3

65‘ " 6_8'

SHARE
OF NET RETAIL
SALES

n.3

18.8

% OF RUSSIAN
POPULATION

199

2.1

7.8

12.7
20.1

95 RUB MLN PER 1,000 PEOPLE

Central || Volga | North-Western Ural [l Southern Siberian ] North Caucasus
Number of stores

2020 2019 2018 2017 2016 2015
Central 6,703 6,301 5,822 5198 4077 3262
North-Western 1910 1836 1668 1416 1095 845
Central and North-Western 8,613 8,137 7490 6,614 5,172 4,107
Volga 4 621 4306 3820 3169 2468 1848
Ural 1535 1358 1168 999 764 551
Southern 1,718 1,501 1,222 874 606 418
North Caucasus 334 293 252 188 137 Q6
Siberian 886 702 479 277 40 -
Total 17,707 16,297 14,431 12,121 9,187 7,020

* Based on federal districts of the Russian Federation
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X5 today: multi-format presence
in seven federal districts

17,707

Total stores

56

Karusel hypermarkets
transformation is ongoing

Over 16 thousand
5Post pick-up
points, including
4,518 parcel
lockers, available
from 12,985 stores
in 65 regions

16,709

Pyaterochka stores

4

933

Chizhik hard discounters
in pilot

-

Express delivery
services available
from 992 stores in 13
regions

Perekrestok supermarkets

>

Perekrestok Vprok
dark stores

<3

5 Perekrestok
Vprok dark stores
covering 12 regions
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4
6
7
Number of stores 1 2 3 4 5 6 7
and DCs North North-
CaucasusFD  Southern FD Central FD Volga FD Western FD Ural FD Siberian FD Total
& Pyaterochka 323 1660 6,147 4,462 1772 1459 886 16,709
&® Perekrestok 10 56 519 144 129 75 . 933
1€ Karusel 1 2 30 14 8 1 . 56
Number of DCs : 5 18 9 6 6 1 45
Number of dark stores - : 3 1 1 : : 5
Number of pickup points / 36 1,800 7,048 3,713 1,659 1,886 313 16,455

parcel lockers
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Leadership team

X5 Retail Group’s top management
team is responsible for the overall
management of the Company. The
team reports to the Supervisory Board,
which sets long-term strategic goals and
holds management accountable for
meeting financial and operating targets.

43

Women

TOP MANAGEMENT
TEAM GENDER
BREAKDOWN

57%
Men

During 2020, the way that the management team and
much of X5’s office staff worked changed significantly
as COVID-19 led to a significant increase in the number
of people working remotely. Thanks to its robust IT
infrastructure, X5 was quickly able to launch a Home
Office project, which allowed for more flexible
working conditions and greater opportunities for
interaction between teams, including those working
according to agile principles.

As part of the project, about 60% of employees will
switch to remote or combined work modes. About half
of them (46%) will be able to work from home one to
three days a week, while the remainder will either
work from home permanently or will be able to come
to the office once a week.

While significant attention was paid to adapting
working conditions to the coronavirus pandemic
during 2020, management also maintained its focus on
key priorities like personnel development, reducing
turnover and maintaining the strong talent pool that
makes up our staff reserve and supports succession
planning.

01. STRATEGIC REPORT

02. CORPORATE GOVERNANCE

Personnel development

03. FINANCIAL STATEMENTS

WHO

NUMBER OF
PERTICIPANTS

ISSUES
ADDRESSED

IMD Skolkovo

Top management Middle
Middle management
management

38

>6

Increased multi-format interaction

Retention of competent staff

Improvement of management and professional skills

X5

X5 Digital
Academy

Top management
Middle
management

839

Providing the knowledge and skills needed for the digital transformation

.
-----------------------------------------------------------------------------------------------
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Leadership team

Tatiana Dmitry Elena Ekaterina
Krasnoperova Agureev Konnova Lobacheva
DIRECTOR O\F HUMAN HEAD OF CORPORATE CORPORATE GENERAL COUNSEL
RESOURCES AND ORGANISATIONAL SECURITY COMMUNICATIONS AND GOVERNMENT
DEVELOPMENT, MEMBER OF THE DIRECTOR RELATIONS DIRECTOR,
EXECUTIVE BOARD MEMBER OF THE

\ EXECUTIVE BOARD

Anton
Mironenkov

HEAD OF X5
TECHNOLOGIES, MEMBER
OF THE EXECUTIVE BOARD

Svetlana
Demyashkevich

CHIEF FINANCIAL OFFICER,
MEMBER OF THE EXECUTIVE
BOARD

Vladislav o
Kurbatov Viadimir
GENERAL DIRECTOR Salakhutdinov
OF PEREKRESTOK, DIRECTOR OF STRATEGY
MEMBER OF THE AND BUSINESS DEVELOPMENT,
EXECUTIVE BOARD MEMBER OF THE EXECUTIVE
BOARD
Igor
Shekhterman
CHIEF EXECUTIVE OFFICER,
CHAIRMAN AND MEMBER
OF THE MANAGEMENT BOARD,
CHAIRMAN AND MEMBER
Sergei OF THE EXECUTIVE BOARD Svetlana
Goncharov Volikova
GENERAL DIRECTOR OF DIRECTOR OF BUSINESS
PYATEROCHKA, MEMBER SUPPORT, MEMBER OF

OF THE EXECUTIVE BOARD THE EXECUTIVE BOARD
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Igor
Shekhterman

CHIEF EXECUTIVE OFFICER, CHAIRMAN AND
MEMBER OF THE MANAGEMENT BOARD, CHAIRMAN
AND MEMBER OF THE EXECUTIVE BOARD

Svetlana
Demyashkevich

CHIEF FINANCIAL OFFICER,
MEMBER OF THE EXECUTIVE BOARD

Igor has served on X5's Supervisory
Board since 2013. He has been
Managing Partner and CEO of
RosExpert, which he co-founded in
1996 and subsequently successfully
developed into the Russian alliance
partner of Korn Ferry International.
Igor started his career as finance
manager at the Russian branch of
Beoluna, the Japanese jewellery
producer. Igor holds a degree in
Economics from the Kaliningrad
Technical Institute (1992) and
degrees in Business Administration
from the Institute d’Administration
des Enterprises (France, 1994) and
the Danish Management School
(1995).

As of 31 December 2020

Svetlana joined X5 in June 2017. Since
2005, she has held several senior
positions at Alfa Bank, including head
of audit and IFRS reporting. She also
created and led the financial control
service, investor and rating agency
relations, the business intelligence
centre and the centralised
purchasing service. From 2002 to
2004, she audited financial
institutions at
PricewaterhouseCoopers and was
the Financial Controller at UNICEF
Russia. Svetlana graduated with
honours from the Financial University
of the Government of the Russian
Federation and is an ACCA qualified
accountant.

Sergei
Goncharov

GENERAL DIRECTOR OF PYATEROCHKA,
MEMBER OF THE EXECUTIVE BOARD

Prior to joining X5 in March 2018,
Sergei had been in charge of Magnit
Cosmetics stores and managed
Magnit's pharmacy division from
2013. From 2005 to 2013, he was in
charge of Sony Corporation’s
development strategy in Russia and
the CIS. Sergei has a proven track
record in Russian and US investment
companies and holds an MBA from
the Wharton School of the
University of Pennsylvania.

01. STRATEGIC REPORT

Viadislav
Kurbatov

GENERAL DIRECTOR OF PEREKRESTOK,
MEMBER OF THE EXECUTIVE BOARD

Vladislav joined Perekrestok in 2015
as Operations Director. Throughout
the format’s transformation, he
made a huge contribution to the
development of Perekrestok and in
particular to the current CVP, store
efficiency improvement and further
development of the brand'’s
customer-centric approach. Vladislav
has extensive experience in retail,
having led operations at O’'Key for
over 13 years before joining
Perekrestok. Vladislav graduated
from the Leningrad Higher School of
Military Topography.
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Viadimir
Salakhutdinov

DIRECTOR OF STRATEGY AND BUSINESS DEVELOPMENT,
MEMBER OF THE EXECUTIVE BOARD

Vladimir joined X5 in May 2019.
From 2014, he served as Deputy
CEO at Russian Post and was a
Supervisory Board member at
Pochta Bank. In 2002-2014, he held
senior management positions

at Western Union and American
Express. Prior to that, he served
invarious positions at the Moscow
Exchange for over five years.
Vladimir is a graduate of the
Moscow Engineering Physics
Institute and the Financial University
under the Government of the
Russian Federation. He also holds
an MBA from the Kellogg School
of Management at Northwestern
University.
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Anton
Mironenkov

HEAD OF X5 TECHNOLOGIES,
MEMBER OF THE EXECUTIVE BOARD

Anton joined X5 as Deputy Director
of the M&A Department in
September 2006. In March 2011, he
was appointed Director for M&A and
Business Development and in 2012
became the Director for Strategy and
Business Development. In January
2014, he was also appointed as
General Director of the express
convenience store format. From 2005
to 2006, Anton managed various
projects at Alfa Group, including the
merger of Pyaterochka and
Perekrestok. Anton headed the Big
Data Department at X5 in 2018.
Under his leadership, the brand-new
unit quickly grew from a small group
of employees to a team of more than
250 professionals who create and
develop services for customers and
employees. Prior to X5, he held senior
positions at Troika Dialog and
PricewaterhouseCoopers. Anton
graduated with honours from
Moscow State University in 2000 with
a degree in Economics.

Source: X5 data
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Tatiana
Krasnoperova

DIRECTOR OF HUMAN RESOURCES AND
ORGANISATIONAL DEVELOPMENT, MEMBER
OF THE EXECUTIVE BOARD
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Elena
Konnova

CORPORATE COMMUNICATIONS
DIRECTOR

Tatiana joined the X5 team in
February 2016 and has a proven track
record in organisational
development and HR management.
She has over 10 years of experience
In executive positions at major
domestic and international
companies, including EVRAZ,
TNK-BP and Integra Group. Tatiana
graduated from the Izhevsk State
Technical University with a degree in
Economics and Business
Administration and was awarded an
MBA from the RUDN University.

As of 31 December 2020

Elena joined X5 in January 2015. She
has 15 years of experience handling
public relations with some of Russia’s
largest companies. Before joining X5,
Elena worked for Volga Group,
Gazprom Neft, NIS (Naftna Industrija
Srbije) and llim Group (a Russian
pulp and paper holding). Prior to
that, Elena spent more than 10 years
working as a journalist for the
Russian business press, including at
Kommersant and Expert. Elena
graduated from St Petersburg State
University with a degree in Sociology
and Economics.

In addition to overseeing X5 Retail
Group’s external and internal
communications activities, she leads
implementation of its sustainability
strategy.

Dmitry
Agureev

HEAD OF CORPORATE
SECURITY

Dmitry has 28 years of experience
working in government and
corporate security, including leading
Russian and international
companies. He started his career in
the Intelligence Service of the
Russian Federation. Prior to joining
X5 in 2013, he was the security
director for Volvo Group Russia,
Ukraine and Belarus and also held
security positions at Gazprom and
Transneft. Dmitry holds degrees
From the Moscow Suvorov Military
School, the Serpukhov Military
Command-Engineering College of
Nuclear Missile Forces and the
Russian Intelligence Service
Academy, as well as a Volvo MBA.
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Ekaterina
Lobacheva

GENERAL COUNSEL AND GOVERNMENT RELATIONS
DIRECTOR, MEMBER OF THE EXECUTIVE BOARD

Ekaterina joined X5 in October 2016 as

the Head of the Corporate Law and
X5's Corporate Structure Department.
She has more than 15 years of
successful managerial and practical
experience in the legal field. Before
joining X5 Retail Group, Ekaterina
worked for over five years at Evraz
Holding, where she implemented a

number of large-scale projects in legal

support for the business. During her
term at Evraz Holding, she held

numerous positions, including Director

of Corporate and Property Relations;
Vice President, Legal; and Law and
Corporate Law Director. Ekaterina

worked at MDM Bank as the Corporate
Secretary from 2007 to 2011. She began
her professional career in the legal field

in 1999, working in several private and
government entities before joining
MDM Bank. Ekaterina graduated from
the Russian Academy of State Service
with a degree in Law in 2005 and
received an additional degree in

Finance and Credit from the Plekhanov
Russian University of Economics in 2011.

02. CORPORATE GOVERNANCE

Svetlana
Volikova

DIRECTOR OF BUSINESS SUPPORT,
MEMBER OF THE EXECUTIVE BOARD

Svetlana joined the X5 team in 2007.
Today she is responsible for
overseeing the business units that
handle transportation and direct
import, as well as the construction,
leasing and development of real
estate assets. Svetlana has held
various positions within X5’s
Corporate Centre and retail formats,
including the General Director of
Karusel. From 1996 to 2007, she held
positions at Auchan and Danone.
Svetlana graduated from the Higher
Institute of Management in Paris,
France. She qualified as an ACCA
accountant in 2009.

03. FINANCIAL STATEMENTS

Source: X5 data
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Pyaterochka is Russia’s iy P
largest food retail banner o>
by revenue.

i

Our proximity store format continues to In addition to an all-new store concept thé r
innovate as it further expands its market was approved in 2019, the format is pi R
presence across the Russian Federation. and rolling out Al-powered video™ =

The average Pyaterochka store has 392 monitoring systems and bi_g.--d*ét&};di‘-f;/’e_n |
square metres of selling space, with more engines to automate core processes like /|
than 4,500 SKUs on offer. assortment, pricing and purchasing. e
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Pyaterochka

While 2020 was a challenging year, we
were able to quickly implement measures
to protect our customers and employees
as the COVID-19 pandemic spread, as we
sought to make Pyaterochka stores the
safest and most reliable option for
people across Russia to buy their food.
Our local Pyaterochka proximity store
was often the closest place to shop for
the 70 million Russians who live in the
catchment areas of our 16,709
Pyaterochka stores.

At the same time, we have kept an eye
on our long-term priorities, and we
delivered a year of both strategic
progress and profitable growth as we
continued to implement the updated
CVP and store concept launched in 2019.
More than 2,100 of these new concept
stores now always smell of freshly baked
bread and freshly brewed coffee, so that
everyone — a teenager or an adult, a
person at any income level - feels good
there.

Throughout 2020, we achieved
iImpressive results despite the challenges
by remaining focused on each of the key
components of our strategy, including
continuous, systemic improvements in
stores, higher sales densities and better
perception of the Pyaterochka brand,
which every Russian knows. We have
increased efficiency at all stages of our
logistics network up to the store and
down to the shopping trolley.

These are all key elements of our number
one priority, which win the trust of our
guests and society at large, to be a
company they can rely on. We believe
that more than anything else, this trust
will be reflected in our sales and
profitability. We aim to win this trust
through leadership in convenience,
freshness and quality, care for the
community and low prices. To achieve
this, our employees must see that they
are working for the best employer, and
our processes should be effective. We did
all of this during 2020, and that is what
made us Russia’s favourite brand across
all categories during the pandemic -
beating out our peers and also major
international names like YouTube.

Looking ahead, we hope to continue to
deliver value for our stakeholders, doing
what we do best by providing our guests
with a shopping experience the trust
thanks to our excellent and dedicated
team.

Sergei Goncharov
GENERAL DIRECTOR
OF PYATEROCHKA
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2020 performance highlights

OPERATIONAL METRICS

16,709

6,542 1

Stores in operation
+8.8% 2019/20

1597

Selling space
+9.5% 2019/20

+6.9%

Net retail sales
+16.9% 2019/20

583

Stores refurbished

393 RUB

Average check
+11.5% 2019/20

LFL sales growth

2 112

Stores operating
under new concept

13% of store portfolio

407BLN

Customer visits
+4.5% 2019/20

LOYALTY PROGRAMME

Cards issues

Active users
+21.4% 2019/20

Penetration in traffic

Mobile loyalty card users
+83.4% 2019/20
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2020 strategic highlights
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S,

G

Create customer trust
and loyalty

B

Roll out new concept
and adapt CVP

Consumers named Pyaterochka
Russia’s favourite brand across all
categories, including social media,
banking and the Internet, during the
COVID-19 pandemic

Pyaterochka was ranked among the
top 25 retailers for customer trust.
More than 38% of our guests trust
Pyaterochka

Improved in all key perception
categories in customer surveys

Increase personnel
engagement

Staff turnover declined 2x in
2018-2020

Labour productivity improved by
41% in 2020

2,112 stores were operating under
the new concept as of 31
December 2020

Safety has become a key feature
of our CVP in response to the
COVID-19 pandemic

New-concept stores demonstrate
higher NPS, LFL sales and EBITDA
VS previous concept

R

Further improve operational
efficiency and shrinkage

Shrinkage decreased by 0.2 p.p.
year-on-year in 2020

LFL sales grew by 6.9%
year-on-year in 2020

0%

Leverage big data tools and
omnichannel capabilities

7.3 min MAUs using Pyaterochka

mobile app in December 2020, +101%

year-on-year

7/8x growth in average daily orders
For express deliveries between

January and December 2020 to 36.7
thousand at the end of December

534 stores fulfiling express delivery
orders in 13 regions

Launched Pyaterochka #naletu
cashierless store in Moscow

Leadership in NPS
and service level

NPS level improved by 3 p.p. in 2020

Number of customers in queues
declined to 12.5% year-on-year in
2020 (-6.6 p.p. from 2019)
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13.7

Net sales by region, %

Central
B Volga
B North-Western
Ural
141 I Southern
Siberian
I North Caucasus
Key operating results
2020 2019 2018 2017 2016
Number of stores, eop 16,709 15,354 13,522 11,225 8,363
Selling space ‘000 ths sgm, eop 6,542 5,975 5,291 4427 3,329
Net retail sales, RUB bin 1,597 1,367 1,198 1,001 776
Customer visits, min 4662 4460 3,913 3,267 2,543
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Strategic priorities

OUR PRIORITIES

WHAT WE ARE DOING

Adaptation and
rollout of CVP

2,112 stores, or 13% of total, were operating under new concept as of
31 December 2020

Introduced safety measures that have become a key part of CVP as a
result of COVID-19

Share of ready-to-eat/food-to-go increased 5x in new-concept
stores, achieving 2.9% penetration in sales

In-store bakeries were available at 1,800 stores, coffee points at 1,300
and fresh squeezed juice dispensers at 750 at the end of 2020

Piloted innovative Pyaterochka #naletu cashierless stores in Moscow

OUR PRIORITIES

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE

WHAT WE ARE DOING

Operational
efficiency and
shrinkage

Measures to reduce shrinkage continue to be effective, with
shrinkage level declining by 13 p.p. in 2020

Capex for opening new-format Pyaterochkas is comparable vs the
old format

Strengthened entry quality control and DC operations

Implemented unified quality standards, training and controls for
in-store operations

Service level

Customer satisfaction ratings have improved across key areas,
including cleanliness, assortment, freshness, care, convenience and
polite personnel

Expanded guest feedback mechanisms, including through
Pyaterochka mobile app

Received and processed over 120 million customer ratings

Reduced number of people waiting in queues by 26% year-on-year in
FY 2020

Total of 5,165 self-checkout machines installed in 1,746 stores

Customer trust
and loyalty

Adapted store operations to protect the safety of employees and
customers in response to the COVID-19 pandemic

Continued to implement community-oriented programmes like
Basket of Kindness and Island of Safety

Expanded health-food assortment and created health zones in
stores

Rolled out initiatives to promote rational consumption of resources

Continued expansion of loyalty programme with 37.7 million active
users; MAUs of Pyaterochka mobile app reached 7.3 million by
December 2020

Personnel
engagement

Employee turnover declined by 12 p.p. year-on-year in 2020

Supplied employees with PPE and adjusted working schedules to
protect employee health during COVID-19 pandemic

Rolled out employee mobile app offering central source for
scheduling shifts, employment-related documents, etc.

Introduced new employee training programmes, including on X5's
ESG strategy and how every employee can contribute

Big data and
omnichannel
opportunities

Automated pricing pilot in 773 stores in Moscow and Urals region
achieved 1.0% increase in front margin

Automated promo tools aim to help reduce share of promo at
Pyaterochka sales from over 35% in 2020 to under 30% by 2023

Operating 4,487 parcel lockers and 11,937 pickup points for 5Post at
Pyaterochka stores as of December 2020, which provide additional
source of commission/income per store as well as incremental
customer traffic

Express delivery with orders made via proprietary mobile app
Dostavka.Pyaterochka available from 594 stores in 13 regions by the
end of December 2020

03. FINANCIAL STATEMENTS

WHAT WE PLAN TO DO

Further adaptation and
rollout of CVP

Continue to further refine
efficiency measures and
reduce losses from
shrinkage

Offer personnel better
working conditions, more
opportunities to grow on
the job and competitive
compensation

Expand use of in-house big
data tools to improve
operational decision-making
and efficiency

Short-term incentive plan for
format management will
continue to include LFL sales
targets, as well as key
performance metrics, such

as staff turnover, NPS and
ROIC

Expand use of X5.ID and
mobile app as key ways to
improve our understanding
of customers

Offer more ways to shop,
with express delivery and
Pyaterochka #naletu
becoming available to more
customers
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Ada ptation and rollout of new CVP New VS old concept: increasing level of customer satisfaction
The rollout of our new Pyateroch ka Some of the key advantages of the new format for customers,
. : : o apart from more inviting and modern interior design, include 44o 33o 32 o 31 o)
concept continued in 2020' with 100% more convenient shopping routes tailored to different + /° + /O + /O + /O
of new stores opened under the new shopping missions, an in-store bakery, coffee and fresh juice
concept and 583 updated bringing points, an expanded assortment of .healthy foods, as well as Cleanliness Ereshness Assortment Price level
J . more ready-to-eat and food-to-go items.

the total to 2,112 stores operating under

The impact of this new Pyaterochka concept has been very
the new concept as of 31 December 2020 positive. Higher customer satisfaction, reflected in internal NPS + 29o + 26o + 90

performance of 49.5 vs 39.5 under the previous concept, has /o /O /O

helped drive up LFL performance and sustain EBITDA margin in
the new-concept stores.

Care Convienence Polite personnel
Operational efficiency Personnel turnover, % -12 p.p. 201920
— —
One of our keys to Shrinkage Logistics
offering low prices | | | | | | ' i ! i i |
hil : .. lid Introduced shrinkage committees Continued development of multilayer Dec  Feb Mar Apr May Jun Jul Aug Sep Oct Now  Dec
while maintaining soli across macro regions logistics infrastructure
profitability is to keep . | | | .
emote fruit and vegetable Focus on improving efficiency of . o ~
a constant focus on acceptance launched at DCs transportation between our own DCs Shrinkage level, 7 of sales 13 b.p. 209720
improving the efficiency Smart reduction in assortment Elevated levels of inventory in 2020 — _—
of our business. were COVID pandemic related, not \
systemic
Our efforts focus on | | | | | | | | | | | |
four key areas: Lean Store Rent Dec Feb Mar Apr May Jun Jul Aug Sep Oct Now Dec
Audit of store processes to simplify Further optimisation. of rent costs with Inventory turnover, days +0.9 days 201920
operations a focus on revenue-linked rent
Decrease in inventory via audits at —
the SKU level and promo audits
Simplified operations
I I I I I I I I I I I I
Optimal staff planning Dec Feb Mar Apr May Jun Jul Aug Sep Oct Now Dec

Efficient use of capex to open new

stores 2019 | 2020
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Customer trust and loyalty

Our focus on earning customers' trust has yielded
good results. The pillars of our concept remain
the same: we focus on being a leader in
convenience, providing reliable freshness and
quality, showing that we care for our local
communities and, of course, offering low prices.

Choice of top-5 favourite brands during
the COVID-19 pandemic, % of responses

01. STRATEGIC REPORT

TRUST
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Leader in convenience

We are rolling out a new format
that offers customers in-store
shopping routes tailored to
different shopping missions,
increasing the share of
ready-to-eat and food-to-go,
installing self-service checkouts
that help reduce time in queues
and offering omnichannel
services like parcel lockers in
stores and express delivery to
customers’ homes.

Fresh you can trust

With new quality standards
being applied across all stores
and our logistics operations, we
are further increasing the
quality of the goods we put on
our shelves, with store staff
receiving special training to help
ensure that we offer customers
fresh products they can trust.

Care for the community

Pyaterochka implements a
number of programmes aimed at
local communities. This includes
waste reduction, sustainable
packaging and recycling
initiatives, Basket of Kindness
food donations and the Island of
Safety project to help people
who have become lost or
disoriented to get assistance
returning home.

Low prices

While customers have begun to
expect more from Pyaterochka
stores than just low prices, they
do remain a core element of our
CVP. We are increasingly using
advanced big data tools to
improve our operations, from
purchasing inventory to setting
prices and managing promo.
These tools give us insights that
enable us to make better
decisions faster and ensure that
we continue to offer great value
to our guests.
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Customer feedback

* We put our customers at the heart of our decision
making and we are constantly improving our ability
to understand their needs

e Our business is built around consumer demand and
we adapt our model to different regional trends

« Our goal is to create processes where feedback
results specific changes for our customers

« We have integrated NPS into performance-related
KPIs for personnel

111111 %55
(o] g (]

/
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Service level

Our stronger customer focus is
reflected in NPS growth of 3 p.p. in
2020. We believe that higher staff
engagement results in an
Improvement in customers’
perception of staff politeness in
our stores.

Our focus on improving service levels and customer experience
remains unchanged, and it will be based on improved customer
feedback in the decision-making process. In 2020, we launched
a product rating option in the mobile app. We received ratings
of products from over 4.5 million unique guests, and their
feedback led to changes in 80 SKUs. In total, we have 23
different feedback channels, ranging from the call centre to
chatbots and our mobile app.

Big data and omnichannel opportunities

As part of X5's overall digital
transformation, Pyaterochka is
implementing a number of
initiatives to leverage advanced
big data analysis in its business
operations and to expand
omnichannel opportunities that
often intersect with digital
businesses.

In our stores, we continue to expand the 5Post network of
parcel lockers and pickup points, which enable customers to
safely and conveniently receive packages from a wide range of
e-commerce providers at their local Pyaterochka store. These
parcel lockers help both to drive additional customer traffic to
our stores and offer our guests additional convenient services.

As an extension of our stores, we rapidly accelerated the
scaling up of express delivery services, which have been
transferred to a separate business unit. Demand for express
delivery exploded during the COVID-19 pandemic, when
customers wanted to limit their trips outside and contact with
other people. Thanks to our highly scalable in-house delivery
aggregator platform, we went from handling an average of 523
orders per day from 39 stores in Moscow only in February 2020
to an average of 30 thousand orders per day from 594 stores in
13 regions by December 2020.

Big data tools primarily impact our business operations behind
the scenes, but they are key to helping us meet consumer
demand in the most effective and most efficient way possible.
That is why we are piloting, rolling out and using big
data—enabled tools to manage our assortment, pricing and
promo. Each of these tools is built by our in-house big data
team and tailored specifically to our own needs.

01. STRATEGIC REPORT

Personnel engagement

02. CORPORATE GOVERNANCE
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Pyaterochka achieved a 12 p.p.
year-on-year improvement in
staff turnover in 2020, while
labour productivity rose by 4.1%
year-on-year. Our store
employees are becoming
front-office workers, and we treat
them as internal customers.

Private label

When we update stores to the new concept, for example, the
back-room Ffacilities are also improved. Compensation and
benefits were expanded and designed to align the interests of
in-store staff with key performance metrics.

Our investments in making Pyaterochka a good place to work
mean that it has become easier for us to hire people, and we
are registering increased employee engagement. As a resul,
the perception of politeness is rising and shrinkage is falling,
meaning we are serving our customers better while also
improving the profitability of our business.

Private label continues to play a
key role in the Pyaterochka CVP,
as it allows us to offer customers
reliably great value at a variety of
price points. Our private label
assortment accounted for 19% of
sales in 2020, up from 15% in
2019. Our strategic aim is to

increase the share of private label
goods to 28% of sales by 2023.

The digital transformation of our business is also affecting the
private label segment. We are developing a supplier portal to
automate our interactions, and we are using digital
technologies to implement product life-cycle management.
With the increased use of online and digital channels, our
ability to collect, analyse and respond to guest feedback has
also been enhanced.

Quality assurance is an area we continue to focus on. This is an
ongoing process, involving regular quality control processes,
maintaining product standards and samples, and running a
tasting kitchen to try new or improved recipes.

Private label share in sales, 7%

28%

19%
15%

2019 2020 2023E
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While Perekrestok is Russia’s oldest-modern-format™ il SR ans sl Ty
supermarket operator, we are always"‘. innovatingan :'f'f AR 7 i ;

2 ==

1

adapting. Today Perekrestok is Russia’s Iargest“’ﬁﬁ_ﬁ
supermarket chain by number of stores and revenue, '
with 933 stores as of 31 December 2020. j_a.:? :

Our geographic focus is on Russia’s most Our Perekrestok.ru online service was
affluent regions. After updating our CVP, transformed into the Perekrestok Vprok .
we have been rolling out new-concept online hypermarket during 2020; more |
stores across the network, including by details on this business can be found in the
renovating some Karusel hypermarkets “Digital businesses” section.

into a new large supermarket format.

Perekrestok supermarkets were offering
an assortment of 8,000-15,000 SKUs,
with an average selling space of 1,087
square metres as of year-end 2020.
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Perekrestok

Perekrestok remains on a strong footing
after the challenges we faced in 2020,
when some stores were closed due to
restrictions on shopping centre
operations, and some experienced a
notable decline in traffic as a result.
Despite this, we delivered 1.2% LFL sales
growth and 18.4% basket growth, as
customers continued to choose to shop
at Perekrestok due to its attractive
combination of wide assortment with
competitive prices for the supermarket
segment.

We remained focused on implementing
key strategic initiatives during 2020,
rolling out new-format stores, which
reached 12% of the total portfolio by the
year end. These new stores offer a more
convenient and engaging shopping
experience, and a revamped assortment
with more ready-to-eat foods, expanded
private label offerings and a focus on
healthier eating.

Sustainability has been integrated into
our business, with specific goals
concerning energy efficiency, solid waste
reduction, community engagement and
healthy living all becoming strategic
priorities on par with digital
transformation, business growth and
customer centricity.

Our customers are playing an
increasingly direct role in how we make
decisions. Thanks to the expansion of
feedback channels, including through our
mobile app and website, we collected
over 573 thousand ratings on our
assortment during 2020. This feedback
helped us make over 1,500 changes to the
Perekrestok assortment and amend
business practices, truly putting our
customers at the centre of what we do.

Looking ahead, we will continue to
expand our reliance on customer
feedback to determine the future of the
Perekrestok supermarket CVP. As we roll
out our new concept stores, further
digitalise the business and scale up our
focus on sustainability, everything we do
will be with the aim of better serving
every guest who walks through our
doors.

Vladislav Kurbatov
GENERAL DIRECTOR
OF PEREKRESTOK
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OPERATIONAL METRICS

933

THS
SQM

1,01

Stores in operation
+10.0% 2019/20

32055

Selling space
+15.4% 2019/20

562 MLN

Net retail sales, X
incl. Perekrestok Vprok

+17.5% 2019/20

47

Stores refurbished
incl. 25 Karusel stores
transferred to Perekrestok

Customer visits
-4.6% 2019/20

1.2

LFL sales growth

>,

G

Positive customer
response

g

T

Updated customer value
proposition (CVP)

&

Continuous adaptation
of assortment and CVP

R

Operational
efficiency

Reflected in a 1.2% increase in LFL
sales despite restrictions on
shopping mall operations

Share of private label
in assortment/turnover

Increase to 12.5% of revenue in 2020,
up from 7.9% in 2019, reaching 13.9%
at the end of 2020

As more stores are refurbished

to the new concept, they continue
to receive positive customer
responses

Expansion of the
loyalty programme

Loyalty card penetration in sales
reached 80% at Perekrestok with
more than 8.1 million active loyalty
card users, up 14.1% year-on-year

Sales of ready-to-eat assortment
From Smart Kitchen rose by 138%
year-on-year

"@

CVM (customer value
management)

Focus on efficiency led to better
performance in terms of inventory,
personnel and logistics

N

NG

Express
delivery

Developed and tested a new
system for managing targeted
marketing campaigns

Rapidly met unprecedented surges
in consumer demand by quickly
scaling up express delivery,
implementing the service across
398 stores in 12 regions
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Net sales by region, %

4.4

Central

B North-Western

B Volga
Ural
14.2 I Southern
15.8 North Caucasus
wceroses =
s
Key operating results = | ;‘&4 -
2020 2019 2018 2017 2016
Number of stores, eop Q33* 852 760 638 539
Selling space ‘000 ths sgm, eop 1,014 879 782 637 549
Net retail sales, RUB blin 320 273 231 187 155
Customer visits, min 562 589 505 407 350

* Excluding Perekrestok Vprok dark stores
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Strategic priorities

OUR PRIORITIES WHAT WE ARE DOING OUR PRIORITIES WHAT WE ARE DOING WHAT WE PLAN TO DO
Continuous Continuing rollout of new store format Operational Automation of supplier interactions Continue to roll out new CVP
a?aﬁtaél\?: Increasing share of ready-to-eat and healthy foods efficiency Automation of HR processes Continue to digitalise business
of the . S _ . L . processes to achieve greater
Incr??smg employee engagement, which is reflected in service Digitalisation of in-store processes efficiency
quality : : :

Improving forecasting and replenishment Leverage big data tools to
improve speed and accuracy
of decision-making, as well as
automate key practices

Customer-centric Improving service level; NPS improved to 27 in 2020 from 21in 2019 Loyalty Expanded loyalty programme to 8.1 million active cardholders Further integrate sustainable
business: NPS . . . programmes and 80% penetration in sales in December 2020 development goals into
Reducing time to resolve customer queries S ti :
rowth and , . usiness practices, from
9 . . New mobile app launched in October 2020 (Gelaiies e SiEm @ sEEHE e 1
fFeedback Adapting assortment based on customer ratings and feedback 9 : P
community stakeholder
interactions
Expand use of customer
feedback as a key element of
decision-making in the
Private label Wide private label assortment from low-price to exclusive brands Sustainable Developing sustainable packaging for private label goods business, helping to guide

private label development,
Ongoing support for community-centric programmes like the overall assortment and CVP
label management Basket of Kindness food drive

development development

Digitising business practices to increase the efficiency of private

Piloting reverse vending machines to encourage customers to
recycle

Increasing use of bags and shopping baskets made from
recycled plastic
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Updating the value proposition and concept of supermarkets

Throughout 2020, we rolled out our New-concept upgrades continued: 22 Perekrestok
. supermarkets were opened following
new store concept, which reflects the refurbishments, and 25 Karusel hypermarkets were

latest trends in the food retalil transformed into Perekrestok supermarkets in 2020.

market, such as increased demand tFL sales growth in new-concept stores E 3.5 p.p.
igher on average compared to the previous

for healthier options, ready-to-eat concept.
and ready-to-cook food offerings, as

well as growing customer interest in

stores that engage in sustainable

business practices.

Customer-centric approach through feedback

Our relentlessly customer-centric In addition to customer loyalty, we also strive to earn

: : trust by ensuring that customer feedback is welcome
approach IS Why Pe.rekreStOk remains one and heard. During 2020, we received over 3.1 million
of the Fastest-growmg supermarket customer inquiries, of which over 570 thousand were
chains in Russia. As the new store concept product ratings.

Was being rolled out during 2020, we Saw The feedback process is simple, quick and automated,

. ‘ : . and we work with suppliers to transform customer
increased customer satisfaction with comments into improvements to products, assortment

cleanliness, convenience, speed of service, and ready-to-eat recipes. We also use feedback to

assortment. aualitv and Freshness improve the store experience and encourage a service
r 9 Y ) culture among our employees.

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE 03. FINANCIAL STATEMENTS

New VS Old Perekrestok averaged: increasing level of customer satisfaction

+100% +31x +43%x +40x +14+

Cleanliness Speed of service Convienence Quality and Assortment
freshness

NPS dynamics

30 —
20 |

O /\
10 |

| | | | | | | | | | | | | | | | | | | | | | | |
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q@4 Q1 Q2 Q3 Q4

2015 2016 2017 2018 2019 2020
Product ratings 4.79
4.70 4.072 4.71 4.71
74 78 79
a1 a1 42
p) 7
Mar Apr May Jun Jul Aug Sep Oct Nov Dec

B Number of ratings, ths =0O= Average rating @
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Customer value management

In 2020, we launched our customer value
management (CVM) project, which
creates personalised offers based on
customer behaviour using a set of
analytical models that were developed
in-house. Thanks to the digital approach
to determining target audiences, we were
able to increase responses to offers by
150%6-200%, and to increase revenue per
offer per client by 30%.

CVM is essentially a marketing management tool for
customer value through personalisation of offers
across all available contact points and at all stages
of the customer journey. We are building a
client-centric system that aims to support long-term
cooperation with each customer. Analysis of
customer behaviour and decision-making about
interactions happen automatically based on our
in-house algorithms and customer data.

As part of the CVM product, we will focus our
efforts on engaging partners and suppliers in CVM
campaigns, automating launch processes and
expanding our behavioural models.

Transformation of Karusel hypermarkets

into large supermarkets

In 2020, X5 Retail Group launched the
transformation of the Karusel hypermarket
format, with 25 Karusel hypermarkets
transformed into Perekrestok supermarkets
during the year.

In the short term, pilots of large-format supermarkets have
shown good average check performance following their
reopening. In the longer term, we expect that the net impact
on profitability will be positive, as we aim to improve sales

densities and unit economics for the stores that will be
transferred to the Perekrestok brand.

01. STRATEGIC REPORT

Personnel

02. CORPORATE GOVERNANCE

03. FINANCIAL STATEMENTS

In addition to delivering a superior
experience to our customers, we also

work to earn the trust and loyalty of our

employees.

_5.5 P.P.

Staff turnover dynamics

In 2020, we launched a mobile app for employees
that serves as a single point of access for
information and services. We developed a new
concept for personnel fFacilities with a focus on
worker comfort and safety, automated several HR
processes and began implementing a personnel
planning and management system.

We are also leveraging digital technologies to
improve employee efficiency in stores, ranging from
virtual reality training and chatbots to automated
processing of employee suggestions.

These investments and initiatives have had a
positive impact on our employee NPS (eNPS), as
well as on turnover and labour productivity.

eNPS dynamics
54
49 49
45 O
30
27
17 M
07
| | | | | | | |
Q12019 Q22019 Q32019 Q42019 Q12020 Q22020 Q32020 Q42020
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Private label

Perekrestok’s private label
assortment accounted for 12.5%
of revenue in 2020, reaching 13.9%
at the end of the year, up from
9.3% at the end of 2019.

Our private labels include Green Line healthy foods, which are
aimed at meeting increasing demand for healthy options, and
a range of other brands that cover all price segments, from
Prosto! at the lower end to exclusive offerings like the
Verkhovye dairy product range. The rollout of our new store
concept has a dedicated healthy lifestyle area where an
extended assortment of Green Line products is available.

This already successful business line is undergoing a digital
transformation, with an ongoing initiative to digitise private
label management with automated pricing. Other important
initiatives include management of the private label portfolio
based on customer feedback, improving the product
development process while fostering strategic partnerships in
each category, and market leadership in terms of innovative
products that focus on healthy lifestyles. Looking ahead, we
plan to relaunch several private label brands and develop
products aimed at the medium and high price segments.

Private label share in sales, year end, %

01. STRATEGIC REPORT

Upper price segment
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22.0%
13.9%
9.3%
2019 2020 2023E

FOOD NATURAL DAIRY CHILDREN'S
Premium products PRODUCTS HYGIENE
3 HEHW EII:IBL.E 28
FOOD ALCOHOL NON-FOOD EXCLUSIVE
Swiss chocolate Wine, Whiskey Asian hygiene BRANDS
products Asian/European
cosmetics
AL
Middle price segment
FOOD HOUSEHOLD DAIRY CONFECTIONARY
Complementary/ PRODUCTS

own production

READY-TO-EAT
READY-TO-COOK

FRUIT AND

VEGETABLES

FISH

HoBbiK
oHeaH

PET
PRODUCTS

CHILDREN UP
TO 3 YEARS OLD

CHILDREN AGED
4 AND OVER

FOOD

Co-brands,
Tea/coffee

(@)

WoxkonadHuuo

FOOD
Weight loss +

functional products

ASIAN FOOD

Dotsson

Low price segment

FOOD/NON-FOOD/
COMPLEMENTARY PRODUCTS
Everyday low prices

cr)
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Healthy lifestyle Ready-to-eat

Our ready-to-eat offering is more important Going forward, we plan to introduce the Chef Perekrestok

than ever, as customers living in uncertain brand of ready-to-eat foods to new regions. As we expand

times prefer to simplify where they can, driving and test new assortments, we aim to offer ready-to-eat food

demand for high-quality ready-to-eat and as an everyday convenience for our customers.

ready-to-cook foods.

Following its launch in 2019, our Smart Kitchen
concept gained momentum during 2020 with
138% sales growth. Other ready-to-eat
initiatives include our Open Kitchen concept 8.5%
with dedicated thematic cooking areas and
redesign of the Perekrestok store layout with
new positioning of ready-to-eat products.

Ready-to-eat share in sales, %

The unique ready-to-eat and ready-to-cook
assortment includes healthy lifestyle products,
collaborations with restaurant chains and 25%
famous chefs (Osteria Mario, Novikov), and a
range of packaged ready-to-eat products for
children that serve ideally as a perfect school
lunch or after-school meal.

2020 2023E

Along with our private labels, healthy lifestyle Healthy assortment in sales, %
products are a fundamental differentiator for

Perekrestok. Not only do we supply our . 1
customers with a varied and exciting 16.0% ' 2 |
assortment of healthy lifestyle products, but

we educate customers on how to lead a

healthy lifestyle with Perekrestok through our

communications initiatives. 9.1%

1_ .‘+.-' i ri
J-"' :

* A ALJe
s \NERERSE -

i .

Key priorities include further expansion of our 6.3%
healthy assortment, further development of
the Green Line private label, eco-friendly
packaging and labelling, and establishment of
a special assortment targeting customers who
are most committed to a healthy lifestyle. 1019 2020 2023E
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Operational efficiency

In order to create value for our customers
and shareholders alike, we maintain a
constant focus on operational efficiency.
The Perekrestok approach is focused on
digitisation and automation.

Key initiatives include digitisation of commercial processes,
in-store process digitisation, our CVM system for the launch
of targeted marketing campaigns and digitisation of
private label management.

'12 b.p. '17b.p.

Shrinkage Retail opex

We're also improving and automating our
forecasting and replenishment, as well as
automating interactions with suppliers and several
HR processes.

s e T
i, fasite 1]
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Digital transformation

03. FINANCIAL STATEMENTS

Perekrestok’s performance in 2020 shows
that we chose the right strategic path
several years ago, when we began to
focus on digital transformation. Our
automated pricing system is now capable
of setting prices based on local customer
patterns on a store-by-store and
product-by-product basis in Moscow.

Our robust IT infrastructure and new digital services
developed for our customers also enabled us to
adapt quickly to the unprecedented changes in
consumer demand during 2020 and rapidly scale up
express delivery services. We also renewed our click
& collect services from 123 stores after the
Perekrestok mobile app was upgraded and
relaunched.

Looking ahead, we'll continue to focus on
innovation, digitisation and automation of business
processes. In addition to existing services, we will
also test new omnichannel solutions that have the
potential to further enhance our CVP

e |
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Loyalty programme

By shifting the focus to the By collecting valuable data about customer motivations,

buying behaviours and purchase histories, the loyalty
customer, the Perek.rEStOk Club programme develops a more comprehensive understanding of
onalty programme IS a powerful our customers, which enables us to better meet their needs.
. . . Based on this data, we deliver an optimised assortment,
tool for JnnjRreringg business personalised promotions and custom offers which engage and

pe rformance. create value for customers.

The Perekrestok Club has been further integrated into the
relaunched Perekrestok mobile app, and users can now activate
personal offers, select their favourite products, order express
delivery or join the Tail Club for pet owners.

To further improve the customer experience, we conducted
market research in 2020 that included interviews with loyalty
programme members. This research identified over 120 ideas
that we aim to implement in the future.

8.1 MLN 2.1 MLN 80% 67%

Active cardholders Digital loyalty Penetration Penetration in
+14.1% 2019/20 card users in sales traffic

+76.9% 2019/20

01. STRATEGIC REPORT

. CORPORATE GOVERNANCE

03. FINANCIAL STATEMENTS
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This decision was arfvéﬁ;bi* the ¢

landscape and consumer trends. As e-co

During 2020, most of our

.l

Karusel hypermarkets Were become an increasingly important paﬁ of the
in the process of market, we believe that many gqstor%:’s will swi

] to online hypermarkets like Perekrestok Vprokif
transformation after X5 their stock-up shopping needs. | ﬂ
Retail GFOUP Management Karusel's team, in parallel with downs-izihg’:if_;%!' __::__.

- - operations, focused on the operational efficiency of
tOOk the deCISIOn N 2019 (o stores that remain in operation as hyb'er__ -
transform the format. the immediate future. g
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OPERATIONAL METRICS

>6

563
BLN

68...

222.1%

Stores in operation
as of 31 December 2020

2020 strategic highlights

Net retail sales

Customer visits

Selling space
as of 31 December 2020

0%

Digital
transformation

We are implementing key digital
transformation initiatives at Karusel
hypermarkets in order to ensure
their continued efficient and
effective operations. This includes
the “digital director” programme,
which helps to save resources used in
stores.

We are also further automating
reporting, with a full transition to
digital reporting. Finally, Karusel
plans to fully transition to
e-catalogues for customers in the
second quarter of 2021; this initiative
will save costs and reduce waste
generated as we stop printing and
distributing paper catalogues.

TR

Operational
efficiency

Loyalty
programme

29 2409

Central

North-Western

As we aim to maximise the
efficiency of Karusel’s operations
during the transformation period,
we have integrated all logistics and
procurement activities with
Perekrestok. This has enabled us to
streamline these operations while
also reducing duplicate functions
and saving on costs.

We are also working with our store
portfolio to improve rental terms
and use of space. Administrative
personnel and structures have been
optimised as the transformation
continues and the store base
shrinks.

Loyalty card penetration in Karusel
sales was 94% in FY 2020, while
penetration in traffic was 86% for the
same period. We have also worked to
develop the Karusel mobile app,
which leverages our X5.I1D
infrastructure that identifies
customers across all retail formats.

B Volga
B Southern
2020 .
B North Caucasus
Key operating results
2020 2019 2018 2017 2016

Number of stores, eop 56 91 Q94 G3 91
Selling space ‘000 ths sgm, eop 222 364 382 385 387
Net retail sales, RUB bin 56 87 Q1 89 84
Customer visits, min 68 121 132 135 134
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Chizhik is the name of the hard
discounter format that we began

to pilot in October 2020.

As household incomes in Russia remain
weak, we believe that development of a
hard discounter format will strengthen
our market position and draw new
customers who may not have shopped at
X5 stores before or who would favour a
more limited assortment in return for
more attractive prices.

e oni iy Sy

We plan for Chizhik stores to typically have

250-280 square metres of selling space and
an SKU range of around 800 goods. Private
labels with an attractive price/quality
balance will play an important role in our
CVP. While offering reliable low prices,
Chizhik stores will still provide customers
with a modern shopping experience and ~
Friendly, helpful staff.

Private labels with an attractive value for
money balance will pay an important role in
our CVP, along with a convenient and fast
checkout experience.
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Chizhik store layout e
y shelves features a rotating
assortment of new private label

brands and seasonal goods. Brand wall provides

a vivid message for guests, such as

The Chizhik concept is based on simplicity and standardisation. “prices that will blow you away”.

Each store uses the same set of equipment, simple but bright
design, large price tags and has no storage rooms. In 2021,
testing of the typical store layout will be completed, and we
will use customer feedback to create the optimal customer

journey.

Large yellow price labels highlight the
attractive pricing of Chizhik goods

using colours that are often used to
highlight promotions in other stores.

X T
RS
RIS
S

Most products are displayed
in shelf-ready-packaging or

on pallets
Special limited time

helping to lower operating
assortment

costs for each store.
is placed under the slogan
“don't miss your chance”.

Pallets and cardboard are used as design
elements in Chizhik stores

helping limit capex for store openings while giving
them a unique atmosphere that underscores the
EDLP positioning of the format.
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OPERATIONAL METRICS

4

Pilot stores
opened in 2020

24

Private label brands
developed for the format

45

New pilot stores
planned for 2021

800....

A limited but reliable
assortment

60

Target penetration of
private label in
assortment by FY 2023

Chizhik's mission is to make quality
good accessible to our customers.

Chizhik will aim to offer customers a
shopping experience that saves them

time and money without cutting

corners on quality.

Key features

01. STRATEGIC REPORT

Chizhik aims to offer an
optimum assortment with a
focus on private label goods,
offering customers savings of
up to 20% below what they
would normally pay for similar
goods.

The pricing policy of the new format will be
based on a less expensive average food basket
by offering everyday low prices. The limited
assortment that is core to the Chizhik format
will also help us to keep prices low by enabling
us to optimise operational costs and keep
losses to a minimum.

Plans for 2021

Stores have a simple yet modern design with
wide aisles, large price labels and
shelf-ready packaging for efficient stocking
and sales. In addition to low prices, the store
design and operations focus on saving
customers’ time, which research has shown
is the second most important factor for our
target audience.

02. CORPORATE GOVERNANCE
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Private label

Chizhik aims to offer an optimum assortment
with a focus on private label goods, offering
customers savings of up to 20% below what
they would normally pay for similar goods.

Chizhik's private label assortment is being developed based on
customer feedback, and the first samples will start appearing
on shelves at our pilot stores in early 2021. Each product
undergoes quality testing with a focus on consumer
preferences, including comparisons with leading peer products
across various categories. Only private label goods that are
deemed to be on par with or better than their counterparts will
be allowed on Chizhik shelves.

Customers will then have the opportunity to rate the private
label products presented in the stores by leaving reviews via a
special chatbot, which can be accessed through a QR code
placed in the sales area. Individual products will be improved if
necessary based on customer feedback, including by adapting
ingredients, recipes, packaging and even the exclusion of an
item from the product matrix.

Open 45 pilot stores
in different regions
of Russia as we
continue to refine
key aspects of the
concept and
establish business
processes

Finalise the format'’s
key parameters,
such as target
locations, opening
costs, staffing and
assortment

Target 30% private
label penetration in
assortment

Establish the
format’s digital
strategy focused on
client loyalty and
sales

Actively integrate
customer and
employee feedback
into the development
of the final concept
for the format
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While we have been investing in building a robué't":ij'-ll-‘_f"f

\

infrastructure and integrating innovative technologies into ~ const

our business for several years, we announcedthe =~ tores | to-those je

development of digital businesses as a strategic priorityin ~~ sales from digital’ ses (F

2019. ~ express delivery and 5Post) ros % year-on-year
~ to RUB 20.1 billion. This comprised 1.0% of

At that time, Perekrestok Online (renamed to Perekrestok - consolidated FY 2020 revenue and added 0.9 p.p. to

Vprokin 2020) was already functioning, and we were the annual consolidated revenue growth rate.

operating pilots of 5Post and express delivery services,
with plans to ramp them up in the years ahead.
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2020 Digital businesses highlights

KEY HIGHLIGHTS

#]1

In Russia's e-grocery
12.6% market share

/6.,

Daily orders Ffulfilled

on peak days in December
by Perekrestok Vprok

and Express Delivery

992 <oxss

in 13 regions offer
express delivery services
594 Pyaterochka

398 Perekrestok

20.15
o BLN

Digital revenue 2020
+362.2% year-on-year

7.9

Total orders fulfilled
during 2020

6.8 ..

parcels deliverd
by 5Post
in 2020

o
wo

Online hypermarket revenue

rose 207.9% year-on-year,

and our combined e-grocery
businesses place us as Russia’s

market leader in e-grocery
with a 12.6% market share.

3

Digital business net sales
as a share of X5's
consolidated net sales saw
the fastest growth in
Moscow and the Moscow
region: while the average
share for 2020 was 2.2%, it
was 3.3% in Q4 2020, and it
rose to 3.6% in December
2020.

The total number of mobile
application downloads for
X5's digital services over
2020 reached 23.2 million, of
which 7.6 million were in Q4
2020.

B

As of December 2020, the
express delivery service was
available from 992 stores
(594 Pyaterochka, 398
Perekrestok) in 13 regions.

In Q4 2020, the total number
of express delivery orders
exceeded 2.4 million, with an
average 26.6 thousand orders
per day, an average ticket of
RUB 1,615 and a delivery time
of 50-60 minutes.

02. CORPORATE GOVERNANCE

&

Perekrestok Vprok and
express delivery successfully
fulfilled more than 76,000
daily orders on peak days in
December and a total of 3.6
million orders during 2020.

35

The number of product
ratings received from

customers online and via X5's

proprietary mobile apps
reached over 120 million in

2020, which further enhances

our understanding of

customer demands and helps

to fine-tune our product
offer, especially in private
label categories.

03. FINANCIAL STATEMENTS

1A

The total number of Perekrestok
Vprok orders exceeded 1.2 million
in Q4 2020, up more than 2.5x
year-on-year. The average
number of daily orders in
December exceeded 15 thousand,
reaching over 18.9 thousand on
peak days.

S

N

Orders delivered by our 5Post
e-commerce delivery service
reached 1.5 million in December
(with over 16 thousand pickup
points in operation) and 6.8
million for the full year.
Additional LFL traffic generated
by parcel lockers and pickup
points in stores is up 2-3%.
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X3 Perekrestok Vprok

Perekrestok Vprok was launched as Perekrestok Online Our online hypermarket generally offers customers

in 2017 with the aim of addressing demand from same-day or next-day delivery, with a wide and

customers looking to stock up on groceries and FMCG growing assortment of around 42,000 SKUs in 2020.

products, with the convenience of delivery to their In 2021, it will be repositioned as an FMCG

door. marketplace operating a non-food assortment via a
3PL model.

2020 highlights

1303 RUB BLN 5 12

FY 2020 revenue Number of dark stores Regions
I,1 I2 RUB 306 MLN 303MLN
Average check Orders delivered Website MAU

743 THS

Mobile app MAU
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Business model

Order made by customer OPERATIONAL METRICS
............. @ﬂ via X5 proprietary app
W o
or website Strong and well-known brand in food

retail market

Wide and growing assortment of circa
50,000 SKUs

Order received at the Own logistics infrastructure
nearest X5 dark store

& <

In-house last-mile delivery (same day or
next day)

Wide addressable market in cities of

e presence
SSEMXE{-D[‘)AXé (Z? Q@ Order assembled Proprietary customer interface: mobile
' &’  at X5 dark store 2pp & website
DELIVERY
Perekrestok loyalty card (customer
: knowledge, additional data and marketing
< opportunities)
. X5's supplier terms and bargaining power
% Orde,r PICkEd '{P by X5 High NPS due to full control over the
o courier for delivery

assortment, pricing, promotions and
supply chain

S > @ Order delivered
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Tranformation to marketplace

Perekrestok Vprok saw turnover rise 362% year-on-year in
2020 as we accelerated expansion of the online hypermarket's
infrastructure to meet rapidly-growing demand for e-grocery
services. Starting in 2021, we will transform Vrpok into an FMCG
marketplace, expanding its assortment to up to 50,000 SKUs
and expanding the service to every Russian city with a
population of over 1 million.

01.

STRATEGIC REPORT

02. CORPORATE GOVERNANCE

Groceries

N
ARARRNNN

03. FINANCIAL STATEMENTS

Non-food

NEW

Partner goods

NEW
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As we have expanded

the business to a total of five dark
stores serving 12 regions, the
business has grown rapidly, helped
by consumers’ rapid shift towards
the use of online services offering
safe home deliveries of essential
goods during 2020.

01. STRATEGIC REPORT

Perekrestok Vprok GMV (turnover), RUB min

02. CORPORATE GOVERNANCE
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5,336
4,060
3,208
2,381
1,847
1,051
- 1,014 989
277 307
12 195
Q4 2017 Q12018 Q2 2018 Q3 2018 Q4 2018 Q12019 Q2 2019 Q3 2019 Q4 2019 Q12020 Q22020 Q32020 Q4 2020
Perekrestok Vprok number of orders per quarter, ths
1,295
885
846
591
505
306
280 277
200
38 52 64 93
Q4 2017 Q12018 Q2 2018 Q3 2018 Q4 2018 Q12019 Q2 2019 Q3 2019 Q4 2019 Q12020 Q22020 Q32020 Q4 2020
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New brand
and mobile app

REBRANDING

ASSORTMENT

PRICES

SERVICE

PEREKRESTOK VPROK CVP

Hypermarket assortment
+extra assortment in non-food, pet
goods, etc.

Low prices

Excellent service

New mobile app

01. STRATEGIC REPORT

09:22+ ! T .
< Hazapn EQa v HanuTKu
@ 1 lepekpecTok
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[lATEépoYKa
OTKPbITb
Ena 1 HENWTKKM
& 3 CbepMapkerT:
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Delivery Club -
[ocTaeka efpl SATPY3UTD
3aKaz ekl W NPoOVK...
KFC: pocTtaeka,
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New web adress

https://www.vprok.ru

Y Hac HOBbIM agpec canTa

ACCOPTUMEHT WKMpe, LueHbl Huxe!

+ NepekpécToKr

TOBAP HELESTH . CYTNEPLEHBI HELENA
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Development
strategy

As adoption of online shopping for household essentials grows in
Russia’s food market, we plan to expand the scope of Perekrestok
Vprok into an FMCG marketplace. This will enable us to maintain a
high level of service while expanding the assortment to better meet
the demand from consumers for food and other FMCG items.

Key goals include

Increasing the assortment to 112,000, 25% of
which will be available through the marketplace,
to offer a market-leading assortment in food,
with select assortment in complementary
categories

Launching a marketplace supplier portal

Offering next-day delivery in cities where
Perekrestok Vprok is present, and delivery within
one to three days in other large cities supported
by 5Post and other delivery providers

Offering a price advantage in the food category
Vs peers

Setting the benchmark for convenience and
customer experience, including through ongoing
improvements to the website and mobile app, as
measured by NPS

Ensuring a presence in all Russian cities with a
population over 1 million, with eight dark stores
in operation by 2022

Achieving EBITDA-positive performance of
Perekrestok Vprok on a standalone basis (i.e.
without marketplace)

01. STRATEGIC REPORT
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Assortment development in 2019-2021

03. FINANCIAL STATEMENTS

2019

2020

2021

Perekrestok Vprok
assortment, ths SKU

Marketplace
assortment, ths SKU
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X5 FoodTech was set up in late 2019

to develop our express delivery business.
In 2020, the service offered delivery from
local Perekrestok or Pyaterochka stores
within 50-60 minutes.

Express delivery is a cross-format project
that utilises a common digital proprietary
platform: the formats are responsible for
assortment, pricing and order picking by
in-store staff; then third-party couriers are
used to deliver the orders.

Our hyperlocal delivery aggregator Okolo,

launched in Novermber 2020, uses the same

technology to enable other FMCG
businesses to offer their customers express
delivery services.

01. STRATEGIC REPORT

02. CORPORATE GOVERNANCE

03. FINANCIAL STATEMENTS



https://x5.ru/en

)X5 STRATEGIC REPORT )» DIGITAL BUSINESSES )» EXPRESS DELIVERY 01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE 03. FINANCIAL STATEMENTS

2020 highlights Express delivery strategy

Express delivery from Pyaterochka and Perekrestok
is an extension of their CVPs. We plan to improve
the quality and convenience of this service while
RUBK continually working to optimise efficiency. Regional
e i BLN [ RUB ° MLN expansion plans will also be considered based on

efficiency and financial performance metrics.

FY 2020 net sales FY 2020 average ticket FY 2020 orders Okolo is a key element of X5's digital ecosystem
that is designed to retain and expand the

Company’s audience by preventing churn to new
digital services from competitors. Partners from all

segments of the food market, as well as other FMCG
9 92 26 6 retailers and HoReCa operators, will be connected
STORES o THS to Okolo to ensure the maximum frequency of
interaction with customers and full coverage of their
daily needs.
offer express delivery service Average number of dailyX
(594 Pyaterochka, 398 Perekrestok) orders in Q4 2020

in 13 regions as of 31 December 2020

Express Delivery order dynamics Express delivery plans for 2021
50000 - - Express delivery is a business for big cities, which is During 2021, Okolo will also begin to connect new
' why we launched it in Moscow and St Petersburg, partners from the restaurant segment and other

with a gradual rollout to other cities with FMCG segments. By the end of 2021, Okolo may

50’000 ......................................................................................................................... . A . .
populations of over 1 million and a constant increase have several hundred external partners, and we aim
in the number of connected stores. for these to account for up to half of the service’s

40’000 ...................................................................................................................... . 3 GM\/.
In 2021, we plan to continue to expand the

30,000 ....................................................................................................................... . geographic reaCh OF th|S SerVice, FOCUSing on bOth
the remaining million-plus cities and smaller cities

20,000 + vttt . around Russia.

‘I0,000 .............................................

I R
Jan Feb Mar Apr

— Pyaterochka =— Perekrestok =— Okolo =— Total
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5, S5Post

o/

5Post is a last-mile delivery service that enables 5Post leverages X5 Retail Group’s retail operations
e-commerce providers and other X5 digital businesses infrastructure to provide a low-cost, high-quality
service that generates additional revenue while also

to deliver goods to parcel lockers, tobacco sales desks
and/or pickup points at X5 stores. supporting traffic to our stores.

2020 highlights

683 RUB MLN 608 MLN 88

Commercial
partners in 2020

Revenue in 2020 Parcels delivered in 2020

20 16,455

Pickup points, including 4,518 parcel lockers,
as of 31 December 2020

&
o
7
1
[
ot
AR
.f‘-\
;. .
&

Sorting facilities
as of 31 December 2020
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Business model

Parcel acceptance for delivery from
marketplaces—Domestic/Cross border

Parcel delivery to hub
First mile

Parcel sorting at hub

Parcel delivery to satellites
Interbranch transportation

Parcel sorting in satellites

Parcel delivery to X5 stores
last mile

Parcel pickup by customers
cashier desk, lockers, pick-up points

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE

Key partners

03. FINANCIAL STATEMENTS

AliExpress OZON
iHerb ht DNS
Plans for 2021

AupexcMapket

J JOOM

AND OVER
70 MORE

We plan to continue to actively develop 5Post in the year
ahead. Some of our key goals include:

Continuing to open sorting centres, with the goal of

achieving 100% coverage of the X5 store network by early
2022

Adding more new e-commerce partners to the service
Testing next-day delivery in Moscow and St Petersburg
Handling deliveries for the Perekrestok Vprok marketplace

Expanding full-service S5Post delivery centres with a
dedicated employee, a fitting room, the option to return or
exchange purchases, and the possibility of partial payment

Achieving break-even EBITDA performance
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Strategy

Created in 2019, 5Post was established as a way to draw additional traffic to
our Pyaterochka stores while enhancing the overall business by generating
additional revenue from existing infrastructure.

By the end of 2020, 5Post was operating 16,455 pickup points and 20 sorting
facilities, which are at existing X5 DCs or stores. During 2021, we aim to offer
5Post delivery services at over Q0% of our stores, and we plan to achieve
100% reach across our formats in 2022.

2020
Parcel pickup available

in over 80% of X5 stores

2019

Creation of a separate 6,829 16,455

business unit at X5

: Parcels, ths Pickup points
Sorting facilities Sorting facilities

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE

2021E
Parcel pickup available

in over 90% of X5 stores

16928 22188

Parcels, ths Pickup points

Positive EBITDA
Sorting Facilities achieved

03. FINANCIAL STATEMENTS

Parcel pickup available
in over 100% of X5 stores

32736 28,825

Parcels, ths Pickup points

34 3.4%
o (o

Sorting facilities Market share
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Financial review

X5 Retail Group delivered impressive results
in 2020, despite persistent challenges
presented by the COVID-19 pandemic.
Thanks to our agility and robust business
processes, we managed to efficiently adapt
to these challenges and have reported the
strongest operational and financial results
among all listed Russian retailers. | am
especially pleased that our 2020 results are
also in line with our strategic targets for
growth and profitability.

Despite the challenges posed by the
pandemic, X5 achieved 14.1% year-on-year
growth in revenue to RUB 1,978 billion. This
was possible thanks to our ability to meet
customer demand by maintaining smooth
operations across our supply chain and in
stores throughout 2020, continued

improvement to our retail formats’ CVPs and

the rapid acceleration of growth in digital
businesses like Perekrestok Vprok, express
delivery and 5Post.

While we continued to invest in
refurbishment of our stores and the
development of digital businesses, we have
also maintained margins in line with our
strategic targets. Our EBITDA margin
pre-IFRS 16 increased 27 b.p. year-on-year to
7.3% for FY 2020. This performance was
supported by our continued commitment to
further improving efficiency: we managed
to keep SGRA costs as a share of revenue
stable year-on-year, despite incurring
additional costs to implement measures to
protect our staff and customers from the

COVID-19 pandemic.

X5's financial position remains solid, with a
net debt/EBITDA ratio (pre-IFRS 16) of 1.67x,
which is comfortably below our upper target
limit of 2.0x. We also managed to decrease
net financing expenses by 8.0% year-on-year
pre-IFRS 16, with the weighted average
effective interest rate for X5's debt portfolio
in 2020 declining by 116 b.p. year-on-year to
6.78%.

Our successful performance in 2020 was the
result of years of work to build a robust, agile
and sustainable business. On the back of
good profitability, strong cash flow
generation and a solid balance sheet, the
Supervisory Board has proposed to pay a final
annual dividend in the amount of RUB 30
bln/RUB 110.49 per GDR (gross amount
subject to taxes and fees). Together with the
interim dividend paid in December 2020, a
total dividend for the year will amount to
RUB 50 billion, or RUB 184.13 per GDR, which
represents 176.4% of net profit under IFRS 16.

Looking ahead, we see significant
opportunity to continue the development of
our successful offline businesses, even in the
challenging macro conditions that food
retailers face. At the same time, we see
sustainable growth in demand for our digital
businesses, which are operating in line with
our profitability expectations while
continuing to grow at an accelerated pace.
We expect to continue to consolidate our
position as Russia’s top online food retailer in
2021, both in the online and offline segments,
while maintaining margins and delivering
good returns to shareholders, in line with our
strategic targets.

Svetlana

Demyashkevich
CHIEF FINANCIAL OFFICER
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Key highlights (IFRS 16)

01. STRATEGIC REPORT

The financial and operational information contained
in this financial review comprises information about
X5 Retail Group N.V. and its consolidated
subsidiaries (hereinafter jointly referred to as “we”,
“X5" or the “Company”).

The following is a review of our financial condition
and results of operations as of 31 December 2020
and for the years ended 31 December 2020 and 31
December 2019. The Consolidated Financial
Statements and related notes thereto are available
on pages 176-261 of this document and were
prepared in accordance with International Financial
Reporting Standards (IFRS), as adopted by the
European Union.

For the legal structure please refer to note 1 of the
Consolidated Statements For organizational
structure please refer to note 6 of the Consolidated
Statements.

1. Starting from Q2 2020, the Company reclassified income from
the sale of recyclable materials at distribution centres as well
as costs related to Perekrestok Vprok and express last mile
delivery from gross profit. The income from sale of recyclable
materials at distribution centres and transportation income is
now reported under lease/sublease and other income. Costs
related to Perekrestok Vprok and express last mile delivery are
now reported under SG&A expenses, mostly in staff costs and
other expenses.

Revenue:

1,978

14.1% year-on-year increase

Gross profit margin™:

24.62

8 b.p. year-on-year increase, pre-IFRS 16

25.0%

7 b.p. year-on-year increase, IFRS 16

Dividends:
49,997 "

y MLN
66.7% year-on-year increase

184.13 FRcor

176.4% of consolidated IFRS 16 net profit

Capital expenditure:

89.9 i

10.9% year-on-year increase

EBITDA margin:
7.3%

27 b.p. year-on-year increase, pre-IFRS 16

12.3%

12 b.p. year-on-year increase, IFRS 16

Net debt/EBITDA:
1.67x

pre-IFRS 16

3.24 x

IFRS 16

02. CORPORATE GOVERNANCE 03. FINANCIAL STATEMENTS

Capital expenditure structure, %

13%

54%
MN%

2019

81.1:%

6%
o7 14%
7%
159 2020
89.9::
O BLN
8%
17%
New store openings - Bl

B Refubrishments B Maintenance

B Logistics Other, including new digital businesses

44%
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Results of operations for the year ended
31 December 2020 compared to the year
ended 31 December 2019

The following table and discussion provide a summary of
our consolidated results of operations for the years ended
31 December 2019 and 31 December 2020.

1. Starting from Q2 2020, the Company reclassified income from the sale
of recyclable materials at distribution centres as well as costs related
to Perekrestok Vprok and express last mile delivery from gross profit.
The income from sale of recyclable materials at distribution centres
and transportation income is now reported under lease/sublease and
other income. Costs related to Perekrestok Vprok and express last
mile delivery are now reported under SGEA expenses, mostly in staff
costs and other expenses.

2. Please note that in this and other tables and text, immaterial
deviations in the calculation of percentage changes, subtotals and
totals are explained by rounding.

3. Net of VAT and revenue from wholesale operations and revenue from
franchise services and other services.

4. Adjusted SG&A is SG&A before depreciation, amortisation and
impairment costs as well as costs related to the LTI programme,
share-based payments and other one-off remuneration payments and
the one-off impact of the Karusel transformation. For more
information on alternative performance measures, see pages 99-101.

5. Adjusted net profit is net profit before the effect of the Karusel
transformation and tax accruals related to previous periods, including
X5's reorganisation.

Profit and loss statement: highlights

01. STRATEGIC REPORT

02. CORPORATE GOVERNANCE

03. FINANCIAL STATEMENTS

IFRS 16 pre-IFRS 16
Russian roubles (RUB), millions? 2020 2019 % CHANGE, Y-O-Y 2020 2019 % CHANGE, Y-O-Y
Revenue 1,978,026 1,734,347 14.1 1,978,026 1,734,347 14.1
Incl. net retail sales? 1,973,346 1,727 714 14.2 1,973,346 1,727,714 14.2
Pyaterochka 1597174 1,366,657 16.9 1597174 1,366,657 16.9
Perekrestok (including Perekrestok Vprok) 320,459 273,181 173 320,459 273,181 173
Karusel 55,662 87,397 (36.3) 55,662 87397 (36.3)
Gross profit 494 620 432479 14.4 487223 425,798 14.4
Gross profit margin', % 25.0 249 7 b.p. 24.6 24.6 8 b.p.
Adj. SG&A* (267,605) (230,008) 16.3 (356,838) (310,749) 14.8
Adj. SGRA, % of revenue 13.5 13.3 27 b.p. 18.0 179 12 b.p.
Adj. EBITDA 244 501 215,720 13.3 146,016 127,380 14.6
Adj. EBITDA margin, % 124 124 (8) b.p. 74 73 4 b.p.
EBITDA 243,622 211,483 15.2 145,137 122,585 18.4
EBITDA margin, % 12.3 12.2 12 b.p. 7.3 7.1 27 b.p.
Operating profit 105,717 89,398 18.3 76,785 60,251 274
Operating profit margin, % 5.3 5.2 19 b.p. 39 3.5 41 b.p.
Adj. net profit? 35,828 29,668 20.8 46,863 36,485 284
Adj. net profit margin, % 1.8 1.7 10 b.p. 24 2.1 27 b.p.
Net profit 28,344 19,507 453 39,180 25908 51.2
Net profit margin, % 1.4 1.1 31b.p. 2.0 1.5 49 b.p.
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Summary of operational results

01. STRATEGIC REPORT

Revenue and net retail sales

Sales of offline and digital businesses

02. CORPORATE GOVERNANCE
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2020 net retail sales and sales Average Number of Net retail
drivers, y-o-y % change ticket customers sales
Pyaterochka 1.5 4.5 169
Perekrestok 17.3 (4.6) 17.3*
Karusel 139 (44.2) (36.3)
X5 Retail Group 1.2 24 14.2
Selling space end-of-period, % change,
square metres 31-Dec-20 31-Dec-19 y-0-y
Pyaterochka 6,541,622 5,975,147 Q.5
Perekrestok 1,013,860 878,757 15.4
Karusel 222119 364,077 (39.0)

X5 Retail Group 7,840,055 7239117 83
2020 LFL** results,

% growth y-o-y Sales Traffic Basket
Pyaterochka 69 (4.6) 12.1

Perekrestok (excl. Perekrestok Vprok) 1.2 (14.6) 18.4

Karusel (7.7) (18.7) 13.5

X5 Retail Group 5.5 (6.0) 12.2

In 2020, X5's revenue increased by 14.1% year-on-year to RUB
1,978 billion. Net retail sales for 2020 grew by 14.2%
year-on-year, driven by a 5.5% increase in like-for-like (LFL)
sales and an 8.7% sales growth contribution from an 8.3% rise
in selling space.

The Company’s proximity store format, Pyaterochka, was the
main driver of growth in 2020: Pyaterochka’s net retail sales
rose by 16.9% year-on-year, driven by a 6.9% increase in LFL
sales and a 10.0% contribution to sales growth from a 9.5%
expansion in selling space. LFL traffic decreased by 4.6% y-o-y
while LFL basket grew by 12.1% y-o0-y, due to changes in
customer behaviour related to safety considerations with less
frequent visits to stores and larger purchases per visit due to
COVID-19 pandemic in 2020.

Perekrestok’s net sales, excluding the online hypermarket
Perekrestok Vprok increased by 12.7% in 2020, driven mostly by
selling space expansion and a slower than expected recovery
of stores located in shopping malls after the lockdown
restrictions were lifted. LFL sales growth was 1.2%.

Karusel experienced a 36.3% decline in net retail sales, driven

by downsizing as part of the format’s transformation
programme as well the COVID-19 pandemic.

Gross profit

The Company’s gross profit margin under IFRS 16 in 2020
increased by 7 basis points year-on-year to 25.0% (increased
by 8 b.p. to 24.6% pre-IFRS 16), driven predominantly by a
reduction of shrinkage as a result of operating improvements.

change
RUB min 2020 2019 y-o-y, %
Pyaterochka 1,592,576 1,366,657 16.5
Perekrestok 306,218 268,894 13.9
Karusel 55,662 87397 (36.3)
Offline net sales 1,954,506 1,723,427 13.4
Perekrestok Vprok 13,271 4,310 2079
il Okole) o2 - v/
S5Post (e-comm last mile) 683 31 2,103.2
::—:i:::ezusmesses 20,066 4,341 362.2
Total net sales 1,974,572 1,727,768 14.3

* Including Perekrestok Vprok

** LFL comparisons of retail sales between two periods are comparisons of retail sales in the local currency (including

VAT) generated by relevant stores. The stores that are included in LFL comparisons are those that have operated for at

least 12 full months. Their sales are included in the LFL calculations starting from the day of the store’s opening. We

include all stores that fit our LFL criteria in each reporting period
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Adjusted selling, general and administrative (SG&A) expenses
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IFRS 16 pre-IFRS 16
RUB min 2020 2019 % CHANGE, Y-O-Y 2020 2019 % CHANGE, Y-O-Y
Staff costs (159,261) (141,123) 129 (159,261) (141,123) 129
% of revenue 8.1 8.1 (9) b.p. 8.1 8.1 (9) b.p.
incl. LTl and share-based payments (345) (2,838) (87.8) (345) (2,838) (87.8)
staff costs excl. LTl % of revenue 8.0 8.0 6 b.p. 8.0 8.0 6 b.p.
Lease expenses (11,291) (7949) 42.0 (96,573) (86,050) 12.2
% of revenue 0.6 0.5 M b.p. 49 5.0 (8) b.p.
Utilities (39,819) (36,387) 9.4 (39,819) (36,387) 9.4
% of revenue 2.0 2.1 (8) b.p. 2.0 2.1 (8) b.p.
Other store costs (21,625) (17932) 20.6 (22,621) (18,859) 199
% of revenue 1.1 1.0 6 b.p. 1.1 1.1 6 b.p.
Third-party services (16,257) (13,123) 239 (15,894) (12,773) 244
% of revenue 0.8 0.8 7 b.p. 0.8 0.7 7 b.p.
Other expenses (19,697) (16,332) 20.6 (23,015) (18,395) 25.1
% of revenue 1.0 09 5 b.p. 1.2 1.1 10 b.p.
i:'f:ﬁéffa'n?é fi;:; ‘:‘;mpad from (267950) (232,846) 15.] (357183) (313,587) 139
% of revenue 13.5 13.4 12 b.p. 18.1 18.1 (2) b.p
Adj. SG&A (excl. D&A&I, LTI,
share-based payments and impact (267,605) (230,008) 16.3 (356,838) (310,749) 14.8
from Karusel transformation)
% of revenue 13.5 13.3 27 b.p. 18.0 179 12 b.p.
Adj. SG&A (excl. D&A&I, LTI, share-based
tpr?;';z'::::t'i‘:r:;“bzaf‘:r:r:’er;a'i:;z:'tiom (264,063) (230,008) 14.8 (353,060) (310,749) 13.6
% of revenue 13.3 13.3 9 b.p. 17.8 179 (7) b.p.
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Selling, general and administrative (SG&A) expenses analysis

In 2020, adjusted SG&RA expenses under IFRS
16 as a percentage of revenue increased
year-on-year by 27 basis points to 13.5%
(increased by 12 basis points to 18.0% pre-IFRS
16), mainly due to increased staff costs, other
store costs, third-party services and other
expenses. Excluding reclassification1, SG&A
expenses increased by 9 b.p. under IFRS 16
(decreased by 7 b.p. pre-IFRS 16).

Staff costs (excluding LTI, share-based
payments and the impact of the Karusel
transformation) in 2020, as a percentage of
revenue, increased year-on-year by 6 basis
points to 8.0% due to additional payment to
store personnel during the COVID-19
pandemic.

Lease expenses under IFRS 16 as a percentage
of revenue in 2020 increased year-on-year by
11 basis points to 0.6% (decreased by 8 b.p. to
49% pre-IFRS 16), mainly due to the higher
number of stores with revenue-linked lease
payments accounted for as part of operating
activities under IFRS 16 and higher sales at
those stores compared to the X5 average. The
decrease pre-IFRS 16 was mainly due to
positive operating leverage effect, which was
partially balanced by the growing share of
leased space in X5's total real estate portfolio,
which accounted for 80% as of 31 December
2020, compared to 78% as of 31 December
2019.

Utilities expenses as a percentage of revenue
in 2020 decreased year-on-year by 8 basis
points to 2.0%, mainly due to positive
operating leverage effect.

In 2020, other store costs under IFRS 16 as a
percentage of revenue increased
year-on-year by 6 basis points to 1.1% (same
change pre-IFRS 16), driven by additional
safety measures related to the COVID-19
pandemic, such as provision of masks and
disposable gloves for personnel and
additional disinfection hours daily for all
stores.

In 2020, third party services under IFRS 16 as
a percentage of revenue increased
year-on-year by 7 basis points to 0.8%,
driven by increased marketing expenses,
mainly in Pyaterochka.

Other expenses (excluding the impact of
the Karusel transformation) under IFRS 16
as a percentage of revenue increased
year-on-year by 5 basis points, totalling
1.0% (increased by 10 basis points totalling
1.2% pre-IFRS 16) due to costs of courier
services for express delivery.

' Starting from Q2 2020, the Company reclassified income from the sale of recyclable materials at distribution centres

and transportation income as well as costs related to Perekrestok Vprok and express last mile delivery from gross profit.

The income from sale of recyclable materials at distribution centres and transportation income is now reported under

lease/sublease and other income. Costs related to Perekrestok.ru and express last mile delivery are now reported under

SG&A expenses, mostly in staff costs and other expenses.
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EBITDA
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IFRS 16 pre-IFRS 16
RUB min 2020 2019 % CHANGE, Y-O-Y 2020 2019 % CHANGE, Y-O-Y
Gross profit 494,620 432479 14.4 487223 425,798 14.4

Gross profit margin, % 25.0 249 7 b.p. 24.6 24.6 8 b.p.
Adj. SGRA (excl. D&AR&I, LTI,
share-based payments and impact (267,605) (230,008) 163 (356,838) (310,749) 14.8
From Karusel transformation)

% of revenue 13.5 13.3 27 b.p. 18.0 179 12 b.p.
Net impairment losses on financial (251) (215) 167 (251) (215) 167
assets

% of revenue 0.013 0.012 O b.p. 0.013 0.012 O b.p.
Lease/sublease and other income 17737 13,464 31.7 15,882 12,546 26.6

% of revenue 09 0.8 12 b.p. 0.8 0.7 8 b.p.
LTI, share-based payments and
other one-off remuneration (345) (2,838) (87.8) (345) (2,838) (87.8)
payments expense and SSC

% of revenue (0.0) (0.2) 15 b.p. (0.0) (0.2) 15 b.p.
Effect of Karusel transformation (534) (1,399) (61.8) (534) (1,957) (72.7)

% of revenue (0.0) (0.1) 5b.p. (0.0) (0.1) 9 b.p.
EBITDA 243,622 211,483 15.2 145,137 122,585 18.4

EBITDA margin, % 12.3 12.2 12 b.p. 7.3 7.1 27 b.p.

EBITDA analysis

Lease/sublease and other income

EBITDA under IFRS 16 in 2020 grew year-on-year by 15.2% and totalled
RUB 243,622 million (grew by 18.4% and totalled RUB 145,137 million
pre-IFRS 16), while EBITDA margin under IFRS 16 increased by 12 b.p.
year-on-year to 12.3% (increased by 27 b.p. to 7.3% pre-IFRS 16) reflecting
growth of the business, efficiency gains and structurally higher share of
the most profitable Pyaterochka segment in the revenue.

As a percentage of revenue, the Company’s income from lease, sublease and other
operations under IFRS 16 increased by 12 b.p. year-on-year, totalling 0.9% (increased
by 8 b.p. year-on-year totalling 0.8% under pre-IFRS 16) reflecting reclassificationl as
well as lease holidays Pyaterochka, Perekrestok and Karusel offered to its sub-lessees
during the COVID lockdown to support its partners, most of which are SMEs or

private entrepreneurs.
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Long-term incentive (LTl) programme

Accruals have been made in the Consolidated Financial Statements for the year ended 31
December 2020 related to the LTI programme aimed at maintaining leadership in revenue
terms and achieving leadership in terms of enterprise value multiple relative to peers during a
certain period in 2020. In total, RUB 289 million was accrued in 2020 for the LTI programme,
including the positive effect of the release of provisions created for the old programme.

The LTI programme is a cash incentive programme over a three-year period until 31 December
2020, with an extension component of deferred and conditional payouts in order to maintain
the focus on long-term goals and to provide for an effective retention mechanism.

Targets under the LTI programme are structured to align the long-term interests of
shareholders and management, with a focus on maintaining leadership in terms of revenue and,
as an additional long-term objective, leadership in terms of enterprise value multiple relative to
peers. Additionally, the LTI programme includes triggers relating to the EBITDA margin to
ensure that profitability is not sacrificed and the net debt/EBITDA ratio to retain focus on
prudent financial and balance sheet management. Both targets under the current LTI
programme were achieved. The accruals have been made and only smaller additional accruals
related to the second payment of the current programme will continue in the following
quarters. All LTI accruals and attributable social taxes since the beginning of the old programme
are summarised in the table below.

LTI programme expense (including social security contributions (SSC)

RUB min 2020 2019 2018 2017 2016 2015
New programme 830 2,444 619 - - -
Old programme (541) 327 1,552 2876 3,053 3,607
Total LTI 289 2,771 2,171 2,876 3,053 3,607

' Starting from Q2 2020, the Company reclassified income from the sale of recyclable materials at distribution centres
and transportation income as well as costs related to Perekrestok Vprok and express last mile delivery from gross profit.
The income from sale of recyclable materials at distribution centres and transportation income is now reported under
lease/sublease and other income. Costs related to Perekrestok.ru and express last mile delivery are now reported under
SGRA expenses, mostly in staff costs and other expenses.
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EBITDA analysis by segment
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Upon adoption of IFRS 16 the Management Board continued assessment of the
performance of the operating segments based on a measure of sales and adjusted
EBITDA pre-IFRS 16 as it more accurately reflects the true nature of the company’s

business and retail formats.

Pyaterochka (incl. express delivery)

RUB min 2020 2019 % change, y-o-y
Revenue 1,598,315 1,370,414 16.6
EBITDA 130,041 107,595 209
EBITDA margin, % 8.1 79 28 b.p.

Pyaterochka’s EBITDA margin increased by 28 b.p. y-o-y to 8.1% due to a reduction
in shrinkage and increased logistics efficiency. Commercial margin remained

almost flat y-o-y.

Karusel
RUB min 2020 2019 % change, y-o-y
Revenue 56,245 88,459 (36.4)
EBITDA 474 2,160 (78.1)
EBITDA margin, % 0.8 24 (160) b.p.

Karusel's EBITDA margin declined by 160 b.p. y-o-y to 0.8% on the back of the
format’s transformation and accelerated costs related to the closure of stores.

Perekrestok without Perekrestok Vprok (incl. express delivery)

RUB min 2020 2019 % change, y-o-y
Revenue 309,460 270,451 14.4
EBITDA 22,264 19,048 169
EBITDA margin, % 7.2 7.0 15 b.p.

Perekrestok’s EBITDA margin increased by 15 b.p. y-o-y in FY 2020 to 7.2% mainly due
to the positive impact of the reversal of previously accrued LTI funds. Commercial
margin was 50 b.p. lower y-o-y due to price investments post lock-down in order to
support traffic in Perekrestok stores. Shrinkage was flat, while logistic costs were 10

b.p. lower y-o-y.

Corporate Centre

RUB min 2020 2019 % change, y-o-y

EBITDA (4,787) (4,776) 0.2

Corporate expenses rose by 0.2% y-o-y in 2020.

Other segments: Perekrestok Vprok, 5Post and Chizhik

RUB min 2020 2019 % change, y-o-y
Revenue 14,006 5,023 178.8
EBITDA (2,855) (1,442) 38.0
EBITDA margin, % (20.4) (28.7) 832 b.p.

Most of the negative impact on the EBITDA of other segments is attributable to
Perekrestok.ru, followed by Chizhik and 5Post.
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Depreciation, amortisation
and impairment costs

Depreciation, amortisation and
impairment costs under IFRS 16 in 2020
totalled RUB 137,905 million (RUB 68,351
million pre-IFRS 16), decreasing as a
percentage of revenue by 7 b.p.
year-on-year to 7.0% (decreasing by 14 b.p.
to 3.5% pre-IFRS 16). This was mainly due
to lower impairment related to the Karusel
transformation compared to 2019, but also
reflecting store refurbishment under new
concept as well as new store openings in
the updated format.

Non-operating gains
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Non-operating gains and losses analysis

Net finance costs under IFRS 16 in 2020 amounted to RUB 56,636 million, a 0.5% decrease from 2019
(RUB 16,627 million, a 8.0% decrease from 2019 pre-IFRS 16) driven by the reduced weighted
average effective interest rate on X5's total debt from 7.94% for 2019 to 6.78% for 2020 as a result
of declining interest rates in Russian capital markets, the solid credit quality of X5 Retail Group and
actions taken to minimise interest expenses.

The net FX result reflects the weakening of the rouble, which affected the revaluation of the direct

import inventory between border crossing and sales dates, as well as the growing share of direct
import, which reached 5.3% for 2020, compared with 4.2% in 2019.

and losses
IFRS 16 pre-IFRS 16
RUB min 2020 2019 % CHANGE, Y-O-Y 2020 2019 % CHANGE, Y-O-Y
Operating profit 105,717 89398 18.3 76,785 60,251 274
Operating profit margin, % 5.3 5.2 19 b.p. 39 3.5 41 b.p.
Net finance costs (56,636) (56,903) (0.5) (16,627) (18,080) (8.0)
Share of profit of associates (20) - n/m (20) - n/m
Net FX result (3,391) 2,203 n/m (913) 532 n/m
Profit before tax 45,670 34,698 31.6 59,225 42,703 38.7
Income tax expense (17,326) (15,191) 14.1 (20,045) (16,795) 19.4
Net profit 28,344 19,507 45.3 39,180 25908 51.2
Net profit margin, % 1.4 1.1 31b.p. 2.0 1.5 49 b.p.
Effect of Karusel transformation
and tax accrual related to X5 7484 10,161 (26.3) 7,683 10,577 (27.4)
reorganisation in previous periods
% of revenue 04 0.6 (21) b.p. 04 0.6 (22) b.p.
Adj. net profit 35,828 29,668 20.8 46,863 36,485 284
Adj. net profit margin, % 1.8 1.7 10 b.p. 2.4 2.1 27 b.p.

Income tax expenses under IFRS 16 increased by 14.1% in 2020, reflecting business growth. In 2020, X5’s
effective tax rate under IFRS 16 decreased to 37.9% from 43.8% in 2019 (decreased to 33.8% from 39.3% in
2019 pre-IFRS) reflecting the high base effect of 2019 due to other non-deductible expenses, tax accruals
related to previous periods, including X5's reorganisation, as well as by the effect of the Karusel
transformation.

Net profit in 2020 under IFRS 16 included one-off adjustments totalling RUB 7,484 min (RUB 7,683 min
pre-IFRS 16) related to the Karusel transformation (mainly due to impairment of non-current assets) and
an additional tax accrual related to X5's reorganisation in prior periods.
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Consolidated cash Flow

IFRS 16 pre-IFRS 16
RUB min 2020 2019 % CHANGE, Y-O-Y 2020 2019 % CHANGE, Y-O-Y
Net cash from operating activities
before changes in working capital 240,801 211,650 13.8 144,312 124,226 16.2
Change in working capital 2,247 (10,649) n/m 1,261 (12,024) n/m
Net interest and income tax paid (83,488) (70,538) 18.4 (43,570) (31,799) 37.0
Net cash Flows generated from 159,560 130463 223 102,003 80,403 269
operating activities
Net cash used in investment activities (84,314) (81,151) 39 (84,314) (81,150) 39
Net cash used in financing activities (73,805) (55,139) 339 (16,248) (5,080) 219.8
Effect of exchange raFe changes (35) 6] n/m (35) 6] n/m
on cash and cash equivalents
Net increase/(decrease) in cash and 1,406 (5,766) n/m 1406 (5,766) n/m

cash equivalents
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In 2020, the Company’s net cash from operating
activities before changes in working capital under
IFRS 16 increased by RUB 29,151 million, or 13.8%,
year-on-year, totalling RUB 240,801 million
(increased by RUB 20,086 million, or 16.2%,
totalling RUB 144,312 million pre-IFRS 16) and
reflecting the overall growth of the business and
operating margin improvements achieved on the
back of efficiency gains and positive operating
leverage. Change in working capital in 2020
totalled positive RUB 2,247 mln compared to
negative RUB 10,649 mIn in 2019.

Net interest and income tax paid under IFRS 16 in
2020 increased year-on-year by RUB 12,950 million,
or 18.4%, totalling RUB 83,488 million (increased
by RUB 11,771 million, or 37.0%, totalling RUB 43,570
million pre-IFRS 16), primarily driven by tax paid on
66.7% higher dividends distributed by the Group's
subsidiaries, compared with 2019 and the Ffirst
interim dividend distributed in December 2020.

The effect from increased gross debt as of 31
December 2020 compared to 31 December 2019
was partially offset by the lower weighted average
effective interest rate on X5's debt for 2020.

As a result, in 2020 net cash flows generated from
operating activities increased to RUB 159,560 million
under IFRS 16 (RUB 102,003 million pre-IFRS 16),
compared with RUB 130,463 million under IFRS 16
(RUB 80,403 million pre-IFRS 16) for the same
period in 2019.

Net cash used in investing activities, which generally
consists of payments for property, plant and
equipment, totalled RUB 84,314 million in 2020,
compared to RUB 81,151 million in 2019 while more
investments were made into refurbishments and
digital transformation including development of
digital businesses and less in new openings
compared to 2019.

Net cash used in financing activities under IFRS 16
totalled RUB 73,805 million (RUB 16,248 min
pre-IFRS 16) in 2020, compared to RUB 55,139 million
under IFRS 16 (RUB 5,080 pre-IFRS 16) in 2019,
reflecting additional borrowings used for RUB 50
billion dividend distribution during the year, of
which more than 35% was covered by own
operating cash flow.
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Liquidity update

01. STRATEGIC REPORT

RUB min 31-DEC-20 % IN TOTAL 31-DEC-19 % IN TOTAL 31-DEC-18 % IN TOTAL
Total Financial debt 261947 - 227933 - 207,764 -
Short-term borrowings 77,026 294 74,755 32.8 60,435 29.1
Long-term borrowings 184,921 70.6 153,178 67.2 147,329 709
Net debt pre-IFRS 16 241939 - 209,331 - 183,396 -
Net debt/EBITDA pre-IFRS 16 1.67x - 1.71x - 1.70x -
Lease liabilities (IFRS 16) 548,501 - 484,795 - - -
Net debt/ EBITDA (IFRS 16) 3.24x - 3.28x - - -

Liquidity analysis

As of 31 December 2020, the Company’s total debt pre-IFRS 16 amounted
to RUB 261947 million, 29.4% of which was short-term debt and 70.6%
was long-term debt. The Company’s debt is 100% denominated in
Russian roubles. As of 31 December 2020, the majority of X5's debt had

fFixed interest rates.

As of 31 December 2020, the Company had access to RUB 457,086 million

in available credit limits with major Russian and international banks.
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Dividends

The dividend policy was approved by the X5 Supervisory Board in September 2017 and amended in
November 2020. When considering a dividend recommendation to the General Meeting of
Shareholders, the Supervisory Board is guided by a target consolidated net debt*/adjusted
EBITDA** ratio of below 2.0x, in line with the Company’s financing strategy, and by the operating
cash flow against the company’s investment requirements for the upcoming calendar year.

Based on the Company’s strong 2020 financial results, the Company’s Supervisory Board has made
a recommendation to pay the final dividend for 2020 in the amount of RUB 30 billion/RUB 110.49
per GDR. Together with the interim dividend paid in December 2020, the total dividend for the
year will amount to RUB 50 billion, or RUB 184.13 per GDR (compared with RUB 30 bin/RUB 110.47
per GDR in 2019), which represents 176.4% of X5 Retail Group’s 2020 net profit (153.8% in 2019).

This proposal will be considered by the AGM, which will be held on 12 May 2021.

For appropriation of profit please refer to Other information chapter of the Financial
Consolidation Statements

* Calculated based on the Company's full year consolidated financial statements or information in accordance with IFRS 16
as of the end of each reporting period as the sum of short-term borrowings and long-term borrowings less cash and cash
equivalents.

** EBITDA shall be adjusted (decreased) by the amount that would have been recognised as operating lease, other store
costs, third party services and other expenses payable during the period, but which is not recognised as such under IFRS 16,
as well as the amount of the net effect from decrease in the scope of the lease and terminations of lease agreements
recognised under IFRS 16.
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Information on alternative performance measures

In this report and other public disclosures, X5 Retail Group presents certain alternative performance measures (APMs) that it
believes provide readers with a more detailed and accurate understanding of the Company’s financial and operating
performance. In accordance with European Securities Markets Authority guidelines, a list of definitions, explanations of the
relevance of APMs, comparatives and reconciliations are provided below.

EBITDA (including EBITDA margin) Adjusted EBITDA (including adjusted EBITDA margin)

Earnings before interest, tax, depreciation and amortisation (EBITDA) is a measure of the Company’s operating performance. Itis  Adjusted earnings before interest, tax, depreciation and amortisation (adjusted EBITDA) is a measure of the Company’s operating

a way to evaluate X5 Retail Group’s performance exclusive of financing, accounting and taxation factors. X5 believes that showing performance. It is a way to evaluate a company’s performance exclusive of financing, accounting and taxation factors, and also

EBITDA and EBITDA margin performance provides greater detail about the Company’s performance. excluding the effects of the LTI programme and the impact of the Karusel transformation, which do not represent ongoing costs
of doing business. X5 believes that showing adjusted EBITDA and adjusted EBITDA margin performance provides a more accurate

reflection of the Company’s sustainable performance.

IFRS 16 pre-IFRS 16 IFRS 16 pre-IFRS 16
RUB min 2020 2019 2020 2019 RUB min 2020 2019 2020 2019
Operating profit 105,717 89,398 76,785 60,251 EBITDA 243,622 211,483 145,137 122,585
Depreciation, Adjustments: - - - -
amortisation 137905 122,085 68,352 62,334
and impairment LTl, share-based payments
and other one-off 345 2,838 345 2,838
EBITDA 243,622 211,483 145,137 122,585 remuneration payments
expense and SSC
Fffect of Karusel 534 1,399 534 1957
transformation
Adj. EBITDA 244,501 215,720 146,016 127,380
IFRS 16 pre-IFRS 16 IFRS 16 pre-IFRS 16
RUB min 2020 2019 2020 2019 RUB min 2020 2019 2020 2019
Revenue 1,978,026 1,734,347 1,978,026 1,734,347 Revenue 1,978,026 1,734,347 1,978,026 1,734,347
EBITDA 243,622 211,483 145,137 122,585 Adj. EBITDA 244,501 215,720 146,016 127,380
EBITDA margin, % 12.3 12.2 7.3 7.1 Adj. EBITDA margin, % 124 124 74 7.3
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Adjusted net profit (including adjusted net profit margin) Adjusted SG&A (including adjusted SG&A as % of revenue)

Adjusted net profit is a measure of the Company'’s profitability. It is a way to evaluate a company’s performance exclusive of Selling, general and administrative expenses (SG&A) are reported on the income statement as the sum of all direct and indirect
one-off factors, including the effect of the Karusel transformation and a tax accrual related to X5's reorganisation in prior periods, selling expenses and all general and administrative expenses of the Company. X5 Retail Group reports adjusted SG&A, which
which do not represent ongoing costs of doing business. X5 believes that showing adjusted net profit and adjusted net profit excludes the effects of the LTI programme, the impact of the Karusel transformation as well as depreciation, amortisation and
margin performance provides a more accurate reflection of the Company’s sustainable performance. impairment. The Company believes that adjusted SG&A provides additional detail regarding the long-term SG&A costs of the

business.

IFRS 16 pre-IFRS 16 IFRS 16 pre-IFRS 16
RUB min 2020 2019 2020 2019 RUB min 2020 2019 2020 2019
Net profit 28,344 19,507 39,180 25,908 SG&A 406,389 356,890 426,069 377,878
Adjustments: - - - - Adjustments:
Effoct of K I LTI, share-based payments
ect of Karuse
and other one-off
i . (345) (2,838) (345) (2,838)
trTnSFZrm;téon and tax accrual 7,484 10,161 7683 10,577 remuneration payments
re atg to .reorganlsatlon in expense and SSC
previous periods
Effect of Kar.usel (534) (1959) (534) (1,957)
Adj. net profit 35,828 29,668 46,863 36,485 transformation
Depreciation, amortisation (137905) (122,085) (68 351) (62334)
and impairment
Adjusted SGRA 267,605 230,008 356,839 310,749
IFRS 16 pre-IFRS 16 IFRS 16 pre-IFRS 16
RUB min 2020 2019 2020 2019 RUB min 2020 2019 2020 2019
Revenue 1,978,026 1,734,347 1,978,026 1,734,347 Revenue 1,978,026 1,734,347 1,978,026 1,734,347
Adj. net profit 35,828 29,668 46,863 36,485 Adjusted SGRA 267,605 230,008 356,839 310,749
Adj. net profit margin, % 1.8 1.7 2.4 2.1 Adjusted SG&A expenses 135 133 18.0 179

as % of revenue
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Net debt/EBITDA

The net borrowings to earnings before
interest depreciation and amortisation
(EBITDA) ratio is a measurement of leverage.

It is calculated as the Company’s long-term
and short-term borrowings, minus cash and

cash equivalents, divided by EBITDA. The net

debt to EBITDA ratio is a commonly used

indicator that provides additional clarification
regarding the Company's debt burden.

IFRS 16 pre-IFRS 16

31-Dec-20 31-Dec-19 31-Dec-20 31-Dec-19

Total debt, incl.: 261,947 227933 261,947 227933
Short-term borrowings 77026 74,755 77026 74,755
Long-term borrowings 184,921 153,178 184,921 153,178
Lease liabilities 548,501 484,795 - -
SZZTVZE] fsaSh 20,008 18,602 20,008 18,602
Net debt 790,440 694,126 241,939 209,331
EBITDA 243,622 211,483 145,137 122,585
Net debt/EBITDA 3.24x 3.28x 1.67x 1.71x

Net retail sales

The indicator net retail sales shows the
amount of sales generated by the
Company after the deduction of revenue
from franchise services, wholesale
operations and other services. Because
Food retail is X5 Retail Group'’s core
business, net retail sales is provided to
give a clearer picture of the performance
of the Company’s core business activity.

RUB min 2020 2019
Revenue 1,978,026 1,734,347
Adjustments: - -
operations and other semices 4675 (6630
Revenue from franchise services (5) (3)
Net retail sales 1,973,346 1,727,714

Like-For-like (LFL)

LFL comparisons of retail sales between two periods are comparisons of retail sales
in the local currency (including VAT) generated by relevant stores. The stores that are
included in LFL comparisons are those that have operated for at least 12 full months.
Their sales are included in the LFL calculation starting from the day of the store’s
opening. We include all stores that fit our LFL criteria in each reporting period. This is
a commonly used indicator in the retail industry that helps illustrate the sustainability
of a company'’s growth by focussing on the performance of stores that have already
been operating for more than 12 months, by removing the effect of new stores
opened during the period.

% 2020 2019
Net retail sales growth 14.2 13.3
!_ess cont.rlbutl.on from an 87 93
increase in selling space

LFL 5.5 4.0
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Retail infrastructure
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Our retail operations infrastructure plays a key role in
our ability to efficiently provide customers with the
quality and assortment that they expect at any X5
Retail Group store. The ongoing development of our
logistics, transport and IT systems is an integral part of
our strategy, helping to support our digital

transformation, growth and further improvements in
efficiency.

They are play an important role in our sustainability
strategy, as we aim to achieve goals like reducing GHG
emissions from our transport fleet, increasing the
share of solid waste sent for recycling from our DCs

and use smart digital solutions to reduce energy use in
our stores.
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Logistics

Logistics is an integral part of our retail operations.
Our infrastructure includes direct import hubs,
distribution centres, satellite DCs and cross-docking
stations. With advanced digital tools to manage
transport and warehouses, our logistics operations
are efficient and reliable, which is critical to
ensuring the smooth operations of our federal food
retail networks and digital businesses.

As of the end of 2020, we were operating 45 DCs
(excluding five dark stores used in Perekrestok
Vprok e-commerce operations) with a total floor
space of 1.4 million square metres, and we
maintained excess capacity to support the ongoing
growth of our store network.

X5 Retail Group’s company-wide service level
target — order processing based on timely
deliveries — was 90%, and centralisation (goods
delivered to stores from the Company’s own DCs)
was at 95% in 2020, which reflects our continued
focus on efficient and high-quality operations.

PO TN o
e

How we manage logistics
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The Business Support unit in the X5 Corporate Centre is
responsible for management of our logistics
operations. This centralised management function sets
standards and monitors the performance of our
transport and DC operations. With multiple retail
formats, the central function also facilitates the sharing
of best practices and technologies.

As we continue to expand our retail networks,
expansion of our logistics infrastructure is also
implemented in the Corporate Centre. All of X5 Retail
Group DCs utilise an automated warehouse
management system (WMS) that includes features like
voice picking and weighing technology.
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Logistics and Transportation Strategy

Our Logistics and Transportation Strategy to 2025 has
identified priority focus areas that include efficiency, delivery
times, the availability of a wide assortment of goods on our
store shelves and ESG Ffactors. This strategy aims to:

Support the CVP of each of our formats

Respond to forecast demand through 2025 for each
specific location

Enable our formats to achieve their targets in terms of
market share, growth and efficiency of logistics

Allow formats to manage their own supply chain
operations while, in parallel, seeking and implementing
opportunities to achieve synergies

Reduce the CO2footprint per square metre of selling
space in operations by introducing hybrid-fuel engines for
trucks, optimising delivery routes and by reducing the
number of empty runs
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Pyaterochka o

Pyaterochka operated 16,709 stores in 66 Russian regions as of
31 December 2020 that were served by Pyaterochka's logistics
operations including 33 DCs.

DC space expanded by 120 ths sg m in 2020, and the logistics
function helped to ensure smooth store operations across the
Pyaterochka network, even during periods of peak demand in
March and April, when customers sought to stock up on basic
goods ahead of the expected introduction of lockdown
measures to fight the COVID-19 pandemic.

PLANS FOR 2021

2020 highlights

01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE

Efficiency and capacity

Further scaling of the vegetable storage facility in Tver

Succeeded at maintaining supplies to
stores during peak demand caused by

COVID-19 and the introduction of
lockdown measures in March—-April 2020

Store supply levels were maintained at
35.5% during peak pandemic-related
demand, in line with 2019 levels

Decreased DC and transport costs from
2.67% of turnover in 2019 to 2.61% in
2020

Improved OWR (from 87 boxes/hour in
2019 to 90 boxes/hour in 2020

Increased DC throughput from 6.3
boxes/sgm in 2019 to 6.5 boxes/sgm in
2020

With the launch of end-to-end integrated
sales and an operating planning system,
losses during the pitted-fruit season
declined on an LFL basis by 4.7% while
sales in this category rose by 23%
year-on-year

03. FINANCIAL STATEMENTS

ESG

Piloting of a presentation stock management microservice for

the fresh category at one of the DCs Expanding and enhancing

infrastructure

Digital transformation

Implementation of a unified dashboard to improve
cross-functional interaction between business units for
different product categories

Opened three new DCs and expanded
two, increasing overall DC space by 120
thousand square metres

Opened new banana ripening station at
Kazan DC

Moved packing line from Yuzhniy DC to
Bogorodsk DC, which helped achieve a
185% increase in packaging volumes

Launched pilot vegetable storage facility
in Tver

Continued rollout of new automated
warehouse management system

Implemented new modules for the DC
mobile app

Launched new IT system enabling
end-to-end tracking of movement of
goods from DCs to stores, including
automated replenishment

Piloted a new demand forecasting system
based on machine learning, which has
achieved improvements in forecast
accuracy of 5% to 13% across different
regions and categories of goods

Launched “comfortable DC"
programme to increase employee
engagement

Increased the share of the transport
fFleet using more efficient and cleaner
hybrid motors

Increased collection of recyclable
materials

Introduced changes to working
practices and shifts to help ensure
uninterrupted logistics operations
while minimising risks for employees
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Perekrestok -

Perekrestok’s logistics operations included 12 DCs as of 31
December 2020, which helped to support the operations of 933
supermarkets and 56 Karusel hypermarkets across 49 regions of
Russia.

Perekrestok’s logistics function remains focused on efficiency,
quality and digital transformation.

PLANS FOR 2021

2020 highlights

Development of digital transformation products: forecasting
and demand

Bringing the new Severniy RC to target metrics for efficiency
and productivity

Open a new DC in Voronezh

Change the management model and transfer more authority
for supply management to the regions

Further productivity improvements and cost optimisation

Preparing to launch a project for the implementation of a new
WMS system

Succeeded at maintaining supplies to
stores during peak demand caused by

COVID-19 and the introduction of
lockdown measures in March—-April 2020

Store supply levels were maintained at
94.8% for FY 2020 in line with the 2019
level of 94.9%

Inventory management

Inventories grew by 3.1 days year-on-year
due to additional purchases of goods at
the DC level during the pandemic, which
made it possible to ensure availability in
stores

Demand forecasting, developed in
conjunction with the Big Data
Department, is in its final stage of rollout
and will be completed in Q12021. This
new system increases accuracy by +10.6%
for promo and +0.8% for regular sales
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Operational efficiency

The launch of end-to-end integrated
planning (S&OP) in conjunction with
direct import operations for imported
Fruits and vegetables ensured
uninterrupted supplies during the hot
season

Launch of a product to develop a
proprietary replenishment system for
goods in stores and DCs, which will
replace the existing JDA system

The transition to remote work in
response to the COVID-19 pandemic had
no negative impact on efficiency and
made it possible to optimise internal
processes and the number of personnel

Closed two DCs (Altufyevo and Businovo)
managed by a 3PL provider and launched
our own operations at the new Severniy
DC in all categories (fresh, ultra-fresh,
frozen, dry assortment)

The overall productivity of DCs (OWR)
increased by 4.8% and amounted to 64.5
boxes/man-hour; the picking productivity
increased by 2.9% to 183.0
boxes/man-hour

DCs operated in compliance with the
pandemic-related requirements of the
regulator (Rospotrebnadzor) and also
introduced additional safety measures,
which meant business processes were not
suspended and risks to our employees
were minimised

Due to changes in incentives for new
employees and mentors, turnover in 2020
decreased by 16.6%

03. FINANCIAL STATEMENTS

Personnel development

Head office structure and headcount
were optimised by 12%

The Severniy DC was opened using a
new recruitment strategy for the
pandemic, and a team of more than
450 employees was successfully
established

Achieved a smooth transition to
remote working in response to the
pandemic

All personnel training and
development materials are now
online

Supply chain management, transport

Developing joint use of sites with
Pyaterochka: the share of self-pickup of
orders from suppliers, which provides a
higher level of service for the DC and is
more cost efficient, increased by 20%

A 3% increase in the share of regional
purchases made it possible to reduce the
costs of intra-branch transportation

Due to the use of the TMS system and
optimisation, the utilisation of transport
in pallets increased by 2.1% and the filling
of transport in boxes by 10.1%
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Supply chain infrastructure

Perekrestok Vprok saw turnover rise Starting in 2021, we will transform Vrpok
362% year-on-year in 2020 as we into an FMCG marketplace, expanding its
accelerated expansion of the online assortment to up to 50,000 SKUs and
hypermarket's infrastructure to meet expanding the service to every Russian
rapidly-growing demand for e-grocery city with a population of over 1 million.
services.

FEDERAL
SUPPLIERS

STANDARD
DISTRIBUTION
CENTRE
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STORES

LOCAL
SUPPLIERS

SATELLITE

IMPORT
HUB

CROSS-DOCKING
STATION
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X5 Transport

Our transport operations enable X5 to
provide a reliable supply of goods to our
growing network of stores efficiently and
dependably. This is an important component
of our overall strategy, as transport enables

smooth operations and supports our growth.

At the close of 2020, X5's transport fleet
consisted of 4,055 trucks (excluding light
trucks used by Perekrestok Vprok), which
made 75% of our deliveries during the year.

We approved a Logistics and Transportation
Strategy in 2017 that focuses on contributing
to the sustainable growth of our food retail

business, and one of the key goals was service

quality, aiming for a 98% success rate in
meeting delivery windows and temperature
requirements for deliveries. To that end, we
have established business processes that
enable us to quickly adapt to the evolving
requirements of X5’'s retail formats.

2020 developments and achievements

Throughout 2020, we implemented and expanded a number of market-leading innovations
that improve efficiency and make transport safer, enabling us to expand our reach.
Technology is used for a number of processes, including improved route planning, reduction
of idle or excess capacity and the ability to source trucks, drivers and trailers separately.

We transferred core transport business processes to a digital platform, X5 Transport, which
aligns customers, logisticians, drivers and controllers within a single system that makes
processes convenient and transparent, empowering users to operate efficiently. We also
launched a mobile app for drivers based on the X5 Transport system, an automated system of
mass recruitment, and our own digital TMS system to plan and manage prefabricated cargo.

In 2020, we further developed self-delivery and commercial delivery to third parties, which
saw volumes rise 1.4x versus 2019. We entered international markets, with testing for deliveries
from Turkey, Serbia, Latvia and Belarus underway. To support the development of the
regional network, we implemented cross-docking centres in Kaliningrad and launched
accelerated delivery to Salekhard, in the Russian Far North.

We integrated data insights into many of our growth initiatives during the year. In
collaboration with the X5 Big Data team, we began development of a data-based analytics
platform and reporting system, and we completed the refactoring of the vehicle operational
monitoring system. This has not only significantly improved the reliability and speed of the
system but has also minimised the loss of telematic data.
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Our sustainability goals are integrated into our transport operations as we
work toward responsible resource consumption, lower emissions and

optimal working conditions for our employees and transportation partners.

In 2020, we continued to convert our transport fleet to more efficient and
environmentally friendly gas—diesel equipment, with more than 200 of our
vehicles now equipped, and an advanced pilot is underway to explore
applying this technology for urban deliveries. In 2020, we went paperless,
transferring 100% of our contractors for the supply of spare parts and
maintenance and repair services to electronic document exchange. We
launched electronic transport invoices via the Russian transport industry’s
“Paperless Transportation” national digitisation programme.

Furthermore, all of our Smart Kitchen products are delivered by our transport

operations.

In 2020, we launched a pilot of the innovative “Antisleep” system, which
monitors the road and the condition of the driver behind the wheel, tracks
violations and improves fuel efficiency by regulating driving quality.

03. FINANCIAL STATEMENTS

X5 Transport plans for 2021

Continue testing of equipment using pure gas fuel: in 2021, this will focus
on liquefied natural gas and new trucks with lightweight bodies and
chassis

X5 transport: addition of smart services and solutions based on artificial
intelligence and data using a single digital platform, such as contactless
refuelling, automated route planning, selection of filling stations while on
the move and an automated smart alerts system

Digital paperwork: development and implementation of electronic
document exchange, along with the transfer of the remaining
accompanying documentation (travel sheet, etc.) into digital formats

Expand geography: commence access to Irkutsk and develop new regions
to provide international delivery

Test operational technologies: X5 is assessing innovations including
additives for fuel and oils, aerodynamic weights and aluminium discs

Further development of LTL service (prefabricated cargo) and self-delivery
for suppliers and manufacturers
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Direct imports
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Expanding our direct import operations helps to support several of our
strategic initiatives. It gives us the ability to monitor and control import
operations across the entire supply chain. The benefits of this approach
include greater control over the selection of responsible suppliers,
improved quality control throughout the supply chain and better
responsiveness as we adapt our assortment and CVP to customer needs.

2020 2019

Share of direct

. : 5.3% 4.2%
imports in sales

Share of direct imports in
sales in the fruits and 329% 289%
vegetables category

Direct import operations are part of the Business Support Unit. As of 31
December 2020, X5 was operating four direct import hubs in Pulkovo,
Bogorodsk, Podolsk and Novorossiisk.

2020 highlights

Direct import plans for 2021

Direct import volumes rose by 44.8% year-on-year
Direct import development strategy to 2023 was approved

Infrastructure that will be key to implementing the new strategy was launched,
including refurbished hubs in Novorossiisk (increased throughput) and Bogorodsk
(significantly expanded dry storage capacity)

Sourcing teams were set up in Turkey, South Africa, Serbia and China. These teams
are tasked with expanding X5’'s direct import capabilities in these regions, including
finding new suppliers and negotiating improved purchasing terms with local
producers

Several new categories of direct import were launched, including fresh fFlowers,
beer, non-food items for seasonal promotions and non-commercial items like PPE
and spare auto parts (helping to reduce opex and capex)

Implement updated strategy, with the most significant growth expected in such
categories as refreshments and dry foods, where we have recently expanded our
infrastructure

Expand imports of pre-packaged goods in the fruits and vegetables category

Develop the ultra-fresh category (meat, fish, etc.)

Further improve the efficiency of procurement, including with the help of the new
sourcing function

Continue to automate key processes in direct import operations
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X5 Technologies

As part of the implementation of X5’s new strategy and its rapid
digital transformation, the Company has an increasing need for

Key figures

speed, efficiency, flexibility and convenience in its internal
services.

34 123

In 2020, the Company created a new business unit called X5

Technologies. This was a logical step in the development of the Products Projects
Company'’s technological expertise and also part of the in progress

0, NopEKEEETO Company'’s plan to become a leader in digital retail. The pandemic

'__ R and the increased role of technology in business success

P expedited its establishment. X5 is becoming a data-driven
- : company with digitalised processes and solutions based on big 324 16
T data analytics.
L IT systems Business domains
mEErmy The core function of X5 Technologies is the creation of integrated supported assigned

digital solutions for the Company’s business and retail chains.
With 2,700 employees, X5 Technologies combines two key areas -
information technology and big data.

, , , S 5.0 PETABYTE >56 vin
Setting up a separate business unit for X5's technology divisions is
part of the systemic changes that X5 needs to undertake in order big data storage gold customer
to continue to grow ar)d succeed. The unit’s mtggratgd digital Jvd T
solutions cover both big data and IT resources, including X5.1D
development, infrastructure, support and more. One of the first
examples of an integrated product that has already been

implemented is X5.ID — a single sign-on system to enable >1 200
customers’ seamless movement between X5 services and retail [
chains.

Physical servers

The teams working out of X5 Technologies will base their
activities on the flexible application of state-of-the-art
development practices, a product-focused approach and product
teams.

X5 Technologies is responsible for the digital transformation of
the entire Company; therefore, the employees of X5 Technologies
are involved in projects that span all of X5's business units and can
solve problems related to the Company’s back- and front-office
Functions. X5 Technologies develops solutions that help tens of
millions of people buy their favourite items fresh and at the best
price every day, proving that the supermarket is also a digital
project that has a place for big data, machine vision, mobile
applications and much more.
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Key objectives Domain approach

To improve the efficiency of working with X5's retail formats and
business units, a decision was taken to abandon traditional IT support for
the business and to move to a domain approach, where digital specialists

Technical maturity of IT systems: create and
maintain a flexible technical platform

Customer-centricity: provide seamless
customer relations

High degree of reliability on the part of key systems
(availability, scalability)

Introduction of state-of-the-art information security
systems that avoid significant losses of speed and
Flexibility in terms of internal processes

Internal cloud development (dynamic infrastructure)
Data accessibility for related systems

Automation of business processes

Leadership in digitalisation: ensure fast and
flexible development

Creation of cross-functional teams based on agile
principles, including products and projects

Formation of in-house expertise in key IT areas
Improvement of X5’s HR brand in the IT community

Optimisation of IT support processes and their integration
into development processes

Creation of a single customer profile

Personalisation of the customer experience based on an
analytical platform

Creation of the best-available mobile applications

Creation of a digital platform with content about food and
everything related to it

Creation of a unified identification and payment service
for all X5 businesses

Business and IT partnerships: increase the level
of interaction with business

Introduction of state-of-the-art technologies in existing
and new types of business (artificial intelligence)

End-to-end digitalisation of internal business processes

High-speed decision-making through unified goal-setting
and efficient delegation

become part of a business unit’s team.

Each business area has individual
needs and priorities in the use of
information technology. For some, the
introduction of the latest technologies
and time to market is critical (such as
marketing), while for others, stability
and reliability are more important (for
example, systems related to labelling
and state regulation). The domain
structure is designed to provide an
individual approach in order to
maximise the impact of technologies

One key advantage today is time;
therefore, delegating substantial
authority to the domain reduces
decision-making time and makes it
possible to respond quickly to external
factors

The domain structure is focused on
in-depth immersion in the business
component, which, together with IT
expertise, makes it possible to go
beyond mere implementation to
become more of an equal partner
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EXAMPLES
OF PRODUCTS
CREATED

We use automated category analysis tools to manage our assortment
in order to ensure that it best suits the needs of our customers. The
automated control system helps to determine the assortment in 28
product categories. New product mixes are being developed based on
our understanding of demand, the importance of each product
category and its share of total net retail revenue

A pricing technology product based on data analysis helps make
decisions on pricing for 100% of the assortment

Last year, we began rolling out a robot-assisted telephony platform for
our retail networks. This is our own product that uses Yandex
SpeechKit technology. X5 voice assistants are already helping our
networks handle incoming calls and make outgoing calls without
human intervention. They simulate dialogue with customers and help
resolve their issues. The bot has an arsenal of over 300 different
phrases, and new scripts can be created in just one day. Most callers
aren’t aware that they are talking to a bot rather than a person. When
a customer calls the call centre, they make a selection in the IVR, which
determines the route to be followed for all of the customer’s
questions. The key objective in developing speech technologies is to
develop the functionality of existing call centres. Within the
Pyaterochka retail chain, a robot already resolves up to 50% of all
requests concerning loyalty issues every day, and the rate of
conversion to target action is over 60%. At the same time, bots cost 5-7
times less than operators
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X5.1D

In 2020, X5 launched X5.I1D -
a universal account that
enables customers to use all
of X5's services and retail
chains with a single
registration. No other
Russian retailers offer such a
solution.

More than 30,000 unique X5.1D records have
already been created (Express-Scan, #naletu).
In the coming months, we plan to connect our
retail chains’ mobile applications to X5.ID. The
transition will have no noticeable impact on
existing clients.

In October 2020, X5 announced plans to pilot a
subscription service. We are now at the
research and discovery phase: we are selecting
and piloting the most interesting formats for
clients, those that will offer them additional
benefits for using our services. X5's strategy
envisages a presence at all stages of the
customer journey, which begins long before
the customer enters a store, including in the
digital environment, and the subscription
service is one of the key areas of a new format
for interaction with our consumers.

X5's retail chains remain at the core of X5's
operations, and X5 Technologies pays special
attention to this area. The retail chains
continue to develop services related to
improving the quality of service and the quality
of goods, as well as optimising internal
processes. This makes it possible to use
up-to-date technologies, such as self-checkout
terminals, video analytics and big data, process
robotisation and others.
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The quality and accessibility of data are key
success factors, and X5 places particular
emphasis on process structuring and its data
management culture.

We are introducing a culture of data-driven
management; today all business units and
functions are involved in this process. For the
Formation and development of a culture of
data-driven management, a policy aimed at
the “democratisation” of data has been
implemented: a unified data catalogue was
created that contains a single-variant data
corpus with an indication of the source and
the method for calculating any given
indicator; analytics tools for independent use
are being introduced. Thanks to these
continuous improvements, the processes of
obtaining, cleansing and structuring data
have been significantly optimised in terms of
time.

State-of-the-art technologies open up
excellent opportunities for automating
decision-making processes. In our case,
working with our assortment and pricing as
key elements of our commercial activities has
significant potential for using big data.

At X5, we created a big data analytical layer
with a service that helps analysts make quick
decisions by analysing all main types of data:
goodes, receipts, suppliers and counterparties.
Algorithms are becoming a part of X5's
data-driven culture, where all decisions are
driven by data and advanced analytics. This
enables the Company to reduce the cost of
human error and increase the speed of
decision-making.
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X5 has several big data products that
are unique to the Russian market:
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An A/B testing platform that helps validate the results of any pilot or
business process with maximum precision by simulating the environment
and selecting a system with similar factors — effectively creating a
parallel reality to validate the results of the experiment. On the whole,
forecasting based on machine learning can be used to assess the impact
of promotions on consumers, to reduce customer churn and to
determine customers’ price elasticities, and also to calculate the impact
on retail sales turnover and traffic. In 2020 alone, ad hoc analytics
conducted 600 studies / business queries

A unique platform for suppliers that uses accumulated information about
sales and buying behaviour. Now every supplier can receive analytical
reports practically in real time and structure their business with X5 more
efficiently. Dialog X5 is a multifunctional platform for solving business
problems, a set of digital tools that already include analytical and
logistics reporting, advertising targeting and a tender platform

X5 plans to integrate all services for suppliers into a single system based
on the Dialog X5 platform. The Supplier Analytical Portal was brought to
market at the end of 2019 - contracts have been signed with more than
30 suppliers

Big data is at the heart of store digitalisation, including proprietary
algorithms for facial recognition, product freshness, video monitoring of
shelves and queues, etc.

We are improving the effectiveness of promotions through the use of
advanced big data analytics and analysis of the results of past
promotions. Customer value management (CVM) aims to create further
additional value for loyal customers at X5 stores, and also to maximise
the value of each loyal customer for the Company. Pyaterochka has
taken another step towards a customer-centric model, as CVM
functionality is currently being created. Its technological core — the
Digital CVM tool, which will enable us to cover 100% of Pyaterochka’s
client base with personalised offers - is being designed

One of the Company'’s first digitalisation products, the Automated
Pricing System at Pyaterochka, has been scaled up to cover all regions.
The product is expected to increase margins by over RUB 1.2 billion per
year, while maintaining retail sales turnover and traffic. The pilot of the
Automatic Pricing System at Perekrestok was successful and has shown
that, at this stage, the impact on gross profit is double what was
predicted. The system is now being scaled up to cover all product
categories and stores in the retail chain, and it is also being improved to
achieve a greater impact and to make the user experience as convenient
as possible

Competitor price monitoring is becoming a must-have tool. With such
data, it is possible to construct strategies to optimise turnover or profit,
and to manage targets
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X5 Digital Leaders To meet its need for qualified technical personnel, X5 Technologies:
The main limitation on the digitalisation of the industry is the availability of expert Actively searches for new personnel, using various tools, from
personnel who are able to find innovative solutions where business and technology working with career sites and recommendations from referral

programmes, to targeted advertising of vacancies on social

intersect. The average growth rate in terms of the number of IT professionals at X5 over .
networks and creating games for developers

the past three years has been over 25% per year.

Conducts specialised training programmes. For example, at the end
We expect the current growth rate to continue for at least several years and reach of 2020 X5 opened a department based at the Moscow Institute of

approximately 4500 Full-time technical person nel by 2023. Physics and Technology. In the new academic year, X5 will recruit
the Ffirst flow of students for a master's programme in Industrial
Data Analysis in Retail. The department will be taught by university
lecturers and X5 data analysis experts. We expect to recruit 15-20
students who are ready to master the practical component of our
business from their first days of study. Students will study for two
years and train in the X5 Data Analysis Department, providing
benefits to the Company while also gaining real-world work
experience in Russia’s largest retailer

'

K
i

Actively trains and retrains employees through the X5 Digital
Academy. Schools for data analysts, technical specialists and online

courses in technical skills (Python, SQL, Hive Spark) have already L = : / ._
been created, and more than 350 employees have received training. ﬂ.& - T

Schools and courses are designed to increase employees’ technical
competencies in order to work on X5 digital solutions, as well as
provide an opportunity to learn a new profession. The Digital
Academy will continue its work in 2021 and expand the range of
courses and the flow of students

Works on specialised value propositions for technology
professionals, actively develops its brand as an employer and seeks
to create an attractive image in the labour market

Plans

Today, X5 Technologies employs over 2,700 highly qualified digital professionals. These are technological visionaries who are defining the
image of technologies at X5 and in the market as a whole, IT entrepreneurs who are leading and developing technological business areas,
data analysts, creators of innovative IT systems and solutions, consultants and engineers. X5 Technologies’ main objective in 2021 will be the
creation of value for shareholders and for society by reaching a new level of technological effectiveness and competitiveness.



https://x5.ru/en

)X5 STRATEGIC REPORT > RETAIL INFRASTRUCTURE » INNOVATIONS

Innovations

Innovation

For X5, innovation is a tool for business Today we are benefitting from the practical value and success

growth that enables us to stay, on of what we did several years ago, and we continue to make

average, two to three years ahead of advances by developing new approaches and turning them

food market peers. into reality. Our goal is to expand the innovation funnel, to
increase the number of ideas and speed up the rate at which
we test them.
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External innovation

Innovative solutions and projects bring
value to shareholders and customers only
when they are implemented at scale and
used in practice by a considerable portion
of the Company. For this reason, the
department’s principal KPI is its impact on
EBITDA.

In 2020, 10 products were successfully
completed and prepared for full-scale
rollout. In 2021, we will continue to focus on
improving the efficiency of X5's core
business by introducing new technological
solutions aimed at having a positive impact
on the Company'’s P&L.

The next stage in the development of our
innovation strategy — to be implemented in
2021 — is the further creation of new
revenue streams and/or new businesses
like express delivery or 5Post. The main
goal is to create additional revenue streams
for X5 by introducing new products and
solutions to the B2B and B2C markets,
through both in-house development and
cooperation with the startup ecosystem.

In what was a challenging year, we expanded our international scouting
considerably through online meetings and pitches. We introduced
scouting methods in line with functional verticals. This led to a narrowing
of the tasks involved in the search for solutions and to an increase in
conversion to working use cases. It also resulted in the engagement of a
much larger number of participants from various functions and the
emergence of new customers within functions. More and more employees
and managers in the field see the innovation process as a practical way to
achieve their departments’ KPIs and to address internal problems and
challenges.

In 2020, X5 added 1,516 startups — including 303 from abroad - to its
innovation funnel. We continued to explore the foreign technology
market, with a primary focus on Europe, Israel, the United States, China
and Japan. Our plans for 2021 include entering the startup ecosystems of
India and Singapore. Thirty new pilots were launched in 2020, and an
additional 16 solutions moved on to the implementation phase.

At the end of 2019, X5 became an anchor partner of the Paris-based
Lafayette Plug and Play retail accelerator. As part of this partnership, Plug
and Play conducted seven public and seven private scouting sessions for
X5 over the course of 2020. This channel produced 250+ solutions in areas
such as in-store operational efficiency, customer experience, retail
development, operations, logistics, food tech, etc. Five projects are at the
stage of development or piloting.
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Collaborative innovation

We take a collaborative approach to innovative development. This
approach makes it possible to solve several fundamental problems
related to the dynamic innovative growth of each of the

participants:

The number of cases
studied increases
dramatically

The learning curve for
new technologies is
shortened thanks to
the experience of the
other participants

Significant savings are
achieved in scouting
budgets and

This approach resulted in Russia’s
First-ever technological alliance of
retailers, the Retail Innovation Tech
Alliance (RITA)-created at the initiative
of X5-which includes the leaders of
Russian retail in various industries: X5
(Food), M.video (consumer electronics),
Hoff (household goods) and Beeline
(telecoms).

In addition, as an anchor partner of the
Lafayette Plug and Play accelerator, X5
also has access to best practices and
cases involving the implementation of
innovative solutions at the world’s
largest retailers-members of the Plug
and Play ecosystem.

Sources
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Innovation projects in 2020

In 2020, X5 made

a technological
breakthrough in the
creation and scaling
of self - checkout
systems.

During the year, the Company installed more
self-checkout terminals than the entire
Russian market combined over five years and
approached the milestone of 6% of
installations worldwide.

At the same time, our self-checkout terminals have
shown excellent reliability; their operating cost is
about the same as that of a conventional checkout
counter, and the average traffic penetration is close
to 25% at discounters and 30% at supermarkets,
which indicates that they are very convenient and
useful for customers due to their fine-tuned interface
and focus on the customer experience.

Last year, we became the first company in the
country to enable payment by mobile phone using
our own proprietary Express-Scan technology and
X5's Express-Scan mobile app. We introduced the
system in more than 1,000 stores in Moscow, the
Moscow region, St Petersburg and the Leningrad
region.

With each check, customers reduce the amount of
time they spend in-store by up to 40% and free up
around three minutes of working time for a cashier.

Completed
projects

Launched in 2020

Contactless dispensers to fight COVID-19, process
automation (Perekrestok RPA + Pyaterochka RPA),
cashierless stores, smart screens at DCs, dynamic
seasonal pricing, Revuze dashboards (reviews of
stores and goods), developing software for NCR
self-checkout solutions, and a system for preventing
traffic accidents due to driver fatigue, distraction or
sleepiness, smart screens at Karusel, automation of
real estate inspections.

25 projects

In - store operations

Marketing

Personnel Quality

Transport Operations
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Self-checkout terminals

X5's Digital Cashier is a self-checkout
solution fully developed at the X5
Lab. About 5,300 checkout terminals
are already operating at 1,710 stores.
In total, we plan to install 10,000
Digital Cashiers in 2021.

When mass-produced, these X5 checkout terminals
cost four times less than similar self-checkout systems,
while surpassing them in functionality.

Owning such devices will cost five times less compared
with analogous devices.

Express-Scan
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Express-Scan, an X5 proprietary
technology that uses the X5.ID single
sign-on, was developed to improve
the safety of shoppers and to ensure
convenient and quick purchases
without queues and checkout
counters.

For the Ffirst time in the Russian market, a completely contactless payment system has
been created for use at neighbourhood convenience stores and supermarkets by
integrating it into existing IT architecture and operational processes.

The solution is being piloted at 150 Pyaterochka and 572 Perekrestok stores in Moscow,
the Moscow region, St Petersburg and the Leningrad region. To make a purchase, a
customer simply has to scan a product and pay for it using a mobile phone at the exit,
bypassing the checkout counter.
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A chemical label uses a colour
indicator to show the shelf life of
temperature-controlled goods.

The project is being carried out in
cooperation with the Israeli start-up
Evigence.

Biometrics offer a new way to pay Self-checkout terminals at X5 are equipped with Intel
. .. RealSense 3D cameras. These cameras enable highly
in X5 stores. Developed JOInUy by accurate facial authentication and prevent spoofing.

X5 Lab and Sber.

The use of the cameras makes it possible to introduce
a new method of payment at X5 stores — using
biometric data. Now customers won’t have to swipe
their card or phone.

The shopper’s authenticated face is validated in the
biometric database, and the payment is debited from
the bank card associated with the face.

The technology makes it possible to monitor the freshness of goods in real time,
increase the transparency of the entire cold chain, identify inefficiencies when working
with fresh products, manage stocks, increase the NPS and the level of customer
confidence, and reduce the time spent checking expiration dates in stores.

The shelf life and temperature storage conditions are encoded in a tag.

The sensors are activated and employed automatically on production lines. The label
changes colour if the expiration date is reached or the temperature requirements are

violated.
- G
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Pyaterochka #naletu

INNOVATIONS

The experimental Pyaterochka #naletu (“on the fly”) is the First Fully
automated store in the Russian market. It was developed by X5 Lab:

retail area of 80 square metres

an assortment of 900 items

24 /7 customer support system
accessible through a mobile application

based on smart home principles

electronic price tags (information on the price of goods can be downloaded remotely)
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In-store payment is processed at an X5
self-checkout terminal or through the Pyaterochka
#naletu mobile application (Express-Scan
technology).

The store is protected by a neural network-based
anti-theft system.

Jl MNamépouka

M RAE .
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The entire store is covered by video cameras which,
using a neural network, makes it possible to monitor
the number of items removed from shelves. In order to
enter the store, you must use the #naletu application,
which is available in the App Store and Google Play.

The system generates a dynamic QR code; having
scanned the code, the customer can enter the store.

01. STRATEGIC REPORT

VR training
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This is the first large-scale
implementation of VR technology in
the training of store personnel in the
Russian market.

The main focus of the training is sales assistants and cashiers. In the course of individual
lessons using Oculus Go VR headsets, employees are trained through communication
with a virtual buyer. Using this new technology, sales staff learned faster, and the
training was of higher quality compared with traditional methods, such as
computer-based lectures and tests.

The introduction of VR technology has reduced the time and money spent on retail
training. All existing supermarkets have already started using the new training method.
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Sustainable development -

Energy saving : :
W Dl : Implementation of social
€ are Implementing a and environmental

comprehensive sustainability
strategy that is aligned with
the Sustainable Development
Goals to 2030 of the United
Nations. The main four SDGs Planet
we are focused on are Zero
Hunger, Good Health and Well
Being, Decent Work and
Economic Growth, and
Responsible Consumption and
Production.

Career

Waste recycling Initiatives growth

—
o>

Employees

o 0
'

During 2020, we adopted
specific strategic targets for
2023, as well as ambitious

goals for 2030 under our
“30x30" plan.
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Our sustainability goals

UN SDGs Key goals for X5
Primary Secondary
After adopting our new sustainability zer0 Support !ocal communities by expanding social investments
. . and charity programmes
strategy in December 2019, we established {{
specific targets and integrated A4
sustainability goals into the overall
business strategy. These targets were
announced in September 2020. MOFEOVGF, S000 HEALTH Facilitate accessibility (across geography of operations)
for the purposes of further enhancing our AND WELL-BEING of a wide assortment of high-quality and healthy foods
understanding of our stakeholders’ —’V\/\' Support healthy lifestyles
priorities, For our 2020 Annual Report and Monitor the production of the food (and non-food)
: - goods we sell “from farm to fork” for quality and safety
2020 Sustainability Report, we conducted
in early 2021 our first extended stakeholder
survey of the material issues that our — - 0 Ensure that we offer decent working conditions and equal
ECONOMIC GROW EQUALITY INEQUALITIES

stakeholders consider most important.

The following section provides an overview of

i

g =)
v

opportunities for all of our employees

Monitor the production of the food (and non-food) we sell “from
fFarm to fork” for social impact

Further improve the productivity of every employee

Reduce energy consumption

our key goals and achievements in 2020, while 12 SoRoverion 1 s omunies | 18 Acron 14 v ™ 19 oniao . . .

more detailed information will be provided in ANBEREREENO ‘v\ Develop sustainable packaging offerings

our sustglnablllty Report — our first standalone m AE@_ @ ® s Monitor the production of the food (and non-food) goods
publication prepared under GRI Standards, g |ee[25[=E —_—

which is expected to be published in May 2021.
Additional information, including an ESG
databook, can be found at https://esg.x5.ru.

we sell “from farm to fork” for environmental impact
Cut volumes of waste sent to landfills

Support responsible consumption
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Stakeholder engagement

We interact with a wide
range of stakeholders as
part of our day-to-day
business, and we believe
that maintaining a regular
dialogue with our
stakeholders enables us to
create value and grow our
business in a sustainable
and profitable way.

How we interact

Customers

Maintain over 20 channels for interaction with
customers, ranging from chatbots

in messenger apps to social media

and a telephone hotline

Integrate feedback and rating tools into our
apps and website to enable collection and
analysis of customer preferences

Measure customer satisfaction by conducting
a country-wide Net Promoter Score (NPS)
assessment

Use big data analytics of customer
transactions to help X5 and our suppliers
make more informed decisions about
customer demand

Among our key stakeholders are customers, employees,
shareholders and investors, suppliers, local communities,
as well as regulators and government officials. Below is a
description of our key interactions with each group.
Below are highlights of our stakeholder engagement
activities. A detailed overview of how and why we

engage with our stakeholders, as well as highlights of
what we did in 2020 will be available in the 2020

Sustainability Report.

O01. STRATEGIC REPORT 02. CORPORATE GOVERNANCE

Employees

Provide meaningful career opportunities in
addition to competitive, fair and transparent
salaries and motivation schemes

Added and improved employee feedback
mechanisms, enabling us to better shape the
agenda in areas like working conditions,
compensation, management and corporate
culture

Increased use of digital tools to link training,
skills assessment and overall career growth

Offer the X5 Digital Academy and other
professional learning programmes to help our
employees grow and develop in line with our
strategic priorities

Uphold our human rights policy and ensure
that employees are provided with all freedoms
they are entitled to

Implement strict occupational health and
safety policies, including in response to the
COVID-19 pandemic, and inform employees
about workplace health and safety
requirements

Support employees in need in cases of
long-term illness or accidents, bereavement,
or loss of property

Recognise significant contributions
to the company'’s performance

Create opportunities to engage with
corporate social responsibility agenda
and make a positive social impact

03. FINANCIAL STATEMENTS

Shareholders/ Investors

Disclose information on updates and shifts
in our strategic priorities

Upgrade our ESG disclosure practices to align
them with globally recognised best practices

Explain our view of the food market and
competitive environment, and how it will
develop

Implement corporate governance systems
that are in line with global best practice

Regularly publish timely, accurate and relevant
information about company performance

via our investor website with annual reports,
financial statements, press releases,
presentations

Hold virtual and in-person roadshows

Participate in virtual and in-person
investor conferences

Conference calls
Group meetings with analysts and investors

Over 300 group meetings with analysts and
investors per year
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How we interact

Suppliers and business partners Society and local communities Government / regulators

Use big data-powered tools to provide
suppliers with access to better analytics
about customer demand and preferences

Uphold high standards of business
relations based on trust and respect

Provide information and trainings for
regional producers to increase the share
of local goods offered across our formats

Work with suppliers to develop responses
to customer ratings and complaints

Train suppliers on how to work efficiently
with X5's logistics infrastructure

Enable access for both large federal and
smaller local suppliers to our transport
and logistics infrastructure

Develop the Dialogue X5 events into

a virtual platform for suppliers to
communicate with X5 and access
information that will help them to better
understand consumer needs

Conduct regular surveys and other

activities to collect and analyse supplier
feedback

Continue to expand initiatives such as the
Basket of Kindness food bank and Liza Alert
search and rescue operations, adapting them
to the COVID-19 pandemic where needed

Implement programmes that empower our
customers to donate to good causes
together with X5

Identify and execute events that are priorities
For local communities like tree plantings,
green-up days, Victory Day celebrations

and others

Ensure that our operations are compliant
with environmental regulations

Report about our environmental
performance, including measures to reduce
emissions, consumption and waste
generated by our activities

Work with municipal, regional and federal
governments to facilitate initiatives aimed
at supporting disadvantaged groups such
as pensioners

Support and play an active role in industry
associations that represent the interests
of retailers with regards to regulation

and legislation

Engage with relevant government officials
at key events such as DC openings in order
to show how X5 is creating jobs and
supporting local producers

Engage in working groups on issues
relevant to X5 Retail Group at federal
and regional levels

Facilitate testing of technological changes
such as labelling for various categories

of goods, electronic document exchange
and electronic signatures

Maintain an open dialogue with the
industry association AKORT and provide
X5's position on matters important for
retailers, such as environmental and
sanitary legislation, charity, etc.
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Compliance and
business ethics

Principal documents Code of Business

Conduct and Ethics

When conducting business, X5 Retail Group is committed to a corporate culture of shared

values based on ethical standards, mutual respect and compliance with applicable laws and ¥
regulations. These values and principles are reflected in our Code of Business Conduct and

Ethics (the “Code”), underlying policies and procedures, and through learning and training

programmes.

The Code of Business Conduct and Ethics and its underlying policies intend to help each

employee comply with relevant legal and regulatory obligations and make ethical choices as Policy on Countering

related to our business. Our policies are posted on our website and/or intranet, enabling X5 Code of Interaction Misconduct Includin Declaration on Human
employees and business partners to familiarise themselves with them. The Code and its with Business Partners Eraud and C, i 9 Rights Protection
underlying policies are reviewed and updated on a periodic basis in response to changes in raud ana Lorruption

legislation and Company processes.

Compliance Inside Information
Policy and Dealing Code
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CODE OF BUSINESS
CONDUCT AND ETHICS

The Code of Business Conduct and Ethics sets standards of conduct
that employees are expected to strictly observe in relations with
customers, suppliers and other employees, as well as a set

of basic principles that guide our business practices.

The Code covers areas such as fair competition, fighting bribery and
corruption, care for the environment, protection of personal data
and company assets, avoiding conflicts of interest, equal
opportunities for employees and safe working conditions, and how
to deal with customers, suppliers and competitors. Furthermore, the
Code includes provisions on mechanisms for reporting violations of
the Code. The provisions of the Code apply to all employees
regardless of their position or function; they are made familiar with
the provisions of the Code through periodic, interactive learning
programmes.

Throughout the Code, one of the key approaches is “when in doubt,
ask”. If employees have a question concerning the Code or any
ethical issue that they encounter in their work at X5 Retail Group,
they are obliged to contact their immediate supervisor or local
management or report to the Compliance Officer or X5 Hotline.

A special email for reporting to the Compliance Officer is available:
compliance@x5.ru. While we recommend that employees only use
the X5 Ethics Hotline to report cases of violations, anyone
contacting the hotline for advice will also receive an answer.

Practical guidance on specific topics outlined in the Code is given
in additional documents described below.

DECLARATION ON
HUMAN RIGHTS
PROTECTION

INSIDE INFORMATION
AND DEALING CODE

X5's Declaration on Human Rights Protection defines principles and rules
in respect of compliance with, and promotion of, high international
standards for the protection of human rights at every level of the
Company’s operations:

Prohibition of discrimination and forced labour

Prohibition of harassment

Respect for cultural diversity and values

Respect for the right to freedom of assembly and association

Occupational health and safety

As a complement to the Code of Business Conduct and Ethics, the Declaration
on Human Rights Protection is a binding document for all X5 employees.

X5's Inside Information and Dealing Code aims to ensure that X5
employees do not abuse, and do not place themselves under suspicion of
abusing, inside information and comply with their obligations under the
applicable rules on inside information and securities trading.
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CODE OF INTERACTION
WITH BUSINESS
PARTNERS

COMPLIANCE POLICY

As an industry leader, we are aware of our responsibility to the
government, society, our shareholders and business partners, and
we aim to fully comply with legal and ethical standards, as well as
best corporate practices, in order to serve as an example for other
market participants.

The Code of Interaction with Business Partners contains provisions
regarding compliance with trade and competition laws,
anti-corruption and fraud legislation, legislation on the quality of
products and services, legislation in the field of environmental
protection, laws in the field of labour relations and occupational
health and safety, communication standards, information
protection, prevention of conflicts of interest, etc. Violations of the
Code of Interaction with Business Partners are handled by X5’s
Conciliation Commission (see below).

In order to ensure compliance with the requirements of regulators
and stakeholders, as well as internal standards and rules on business
conduct and ethics, X5 has adopted a Compliance Policy in
accordance with ISO 19600:2014 (Compliance Management
Systems).

Compliance risks are assessed and reviewed by the Audit and Risk
Committee on an ongoing basis.

POLICY ON COUNTERING
MISCONDUCT INCLUDING
FRAUD AND CORRUPTION

X5 and its brands are committed to conducting business in an
ethically responsible manner and complying with all applicable laws
and requlations. This commitment specifically includes compliance
with laws relating to anti-corruption and bribery.

In addition to the Code of Business Conduct and Ethics, X5's Policy
on Countering Misconduct Including Fraud and Corruption (the
“Anti-Corruption Policy”) prohibits any form of corruption or bribery,
including facilitation payments. It aims to create a culture of honesty
and zero tolerance for illegal behaviour among staff, and also to
eliminate any risks of involving the Company in corrupt activities.
Our anti-corruption system includes a set of mechanisms,
procedures and tools aimed at preventing, uncovering, investigating
and responding to all possible cases of misconduct. Furthermore,

it establishes roles and responsibilities for departments and
management bodies within the anti-corruption system. Our aim

is to conduct business only with those partners that share X5’s
principles of zero tolerance for corruption and fraud, and relevant
provisions are included in the agreements with our suppliers and
other business partners.
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ETHICS COMMITTEE

CONFLICTS OF
INTEREST

The Ethics Committee is responsible for:

Objective review of disputes related to alleged violations of the
Code of Business Conduct and Ethics and related policies

Resolving conflicts of interest

Approving anti-fraud and corruption measures

The Ethics Committee includes the Company'’s Chief Executive
Officer (Chairman of the Committee), the Director for Legal Affairs
and Government Relations, the Security Director, the Business
Support Director and the Director for Human Resources and
Organisational Development. The Committee’s decisions are
binding on all Company employees.

Our internal procedure for declaring, monitoring and resolving conflicts
of interest enables managers and employees to disclose situations where
the personal interests of an employee at any level affects or could affect
the rights and interests of the Company and establishes procedures for
the purpose of resolving such situations.

The Compliance Department is responsible for the effectiveness
of the procedure for reporting on and resolving conflicts of interest.

Additional information regarding X5’s corporate governance systems and
mechanisms for managing conflicts of interests is provided on page
149 of the Corporate Governance report.

REPORTING VIOLATIONS
AND WHISTLE-BLOWING

Employees are encouraged to report any actual or suspected
violations of the Code of Business Conduct and Ethics or labour
laws. Various communication channels are available to employees
for reporting violations: reports can be made through the ethics
hotline or by e-mail, as well as through Company websites and
intranet portals.

Responsible staff are required to review all reports and follow up in
accordance with internal procedures. Reports via the ethics hotline
can be made anonymously; moreover, provided that reports are
made in good faith, employees can contact the ethics hotline
without fear of retaliation, even if it is impossible to confirm that

a violation has taken place. The Company guarantees confidentiality
of any report made.

In 2020, there were no substantiated reports of significant financial
reporting, accounting, fraud or ethical violations.

In addition to the whistle-blowing channels for employees, the
Company operates a reporting channel for business partners and
other third parties. Violations of the Code of Interaction with
Business Partners are handled by X5’'s Conciliation Commission,
which serves as a corporate arbitrator in disputes with business
partners. Violations can be reported via the feedback form posted
on X5's website.
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TRAINING

In addition to the fact that all Company employees are required to
Familiarise themselves with the Code of Business Conduct and Ethics, the
Company conducts reqgular training on the Code of Business Conduct and
Ethics and related policies, during which employees are required to take part
in sessions covering the practical application of these documents.

The determination of standards and requirements, and the development of
training programmes in the areas of compliance and ethics are entrusted to
the Compliance Department.

Detailed information on our 2020 Compliance and business ethics
performance is expected to be published in the X5 Retail Group
Sustainability Report in May 2021.
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Rational Consumption
of Resources

Under the sustainable development strategy approved in December 2019,
we continue to implement measures aimed at supporting UN SDG 12 -
Responsible consumption and production — which we have identified as a
priority for X5. In order to continue to improve our performance in this
area, we are also piloting and introducing new and innovative ways to
optimise our own resource consumption and further encourage our
customers to reduce, reuse and recycle.
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At the end of 2020, X5 affirmed its
commitment to sustainable development
by setting an ambitious goal of reaching
carbon neutrality by 2050. Our target will
be reviewed against science-based criteria’
over the next two years to ensure that we
are on track to meet the goals of the Paris
Agreement. We are also investing
considerable efforts into meeting our
target to achieve a 30% reduction in
greenhouse gas (GHG) emissions by 2030.

Please refer to the section How We Manage
Risks in this Report and our forthcoming
2020 Sustainability Report for further
details.

In 2020, we initiated major steps towards
achieving our long-term climate goals.
First, we launched the process of
calculating indirect GHG emissions, which
covers most of our value chain processes?
Moreover, X5 is currently undertaking a
climate risk assessment and scenario
analysis?

1. X5 announced its commitment to the Science Based Target initiative (SBTi) in December 2020.
2. X5 disclosed its direct (Scope 1) and energy indirect (Scope 2) GHG emissions in 2020.
The non-energy indirect Scope 3 GHG emissions would be disclosed in Sustainability Report 2020.

3. X5 uses the Task Force on Climate-related Financial Disclosures (TCFD) recommendations for the assessment of climate-related risks.
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Promoting responsible consumption and use of resources

Following a review of our sustainability
performance and related ongoing and
planned investment projects, the
Company identified opportunities for
improving operational efficiency and
set annual targets for reducing GHG
emissions through 2023 to limit its
climate impact.

All new outlets and stores slated for refurbishment are now
being equipped with a smart store system, which deploys
special sensors, monitoring devices and software to integrate
into existing operating processes, thereby helping to reduce
energy consumption, automate equipment control (for
refrigerators, refrigerated display cabinets, heating and air
conditioning units, lighting and heating solutions for the selling
space and utility rooms) and minimise the risk of accidents.
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IMPROVING INTERNAL
WASTE MANAGEMENT

PROCESSES

PREVENTING WASTE
GENERATION

A review of our existing waste management processes was conducted during
February and March 2020 at the Company’s facilities in nine Russian regions.

The audit identified the following strengths in our waste management:
sites equipped for separate waste accumulation
collection and sale of recyclables
collection and sale of food waste
observance of waste pickup schedules

returnable and reusable containers used in logistics operations

The Company has already begun to address the areas for improvement
identified in relation to the above practices. Measures and programmes
have been developed to reduce waste generation and boost recycling.
Annual waste reduction and recycling metrics and targets have been set
through 2023. An online waste management training programme for X5's
employees has been developed to promote and support our efforts in this
area. X5 has put a Waste Minimisation Policy in place along with other
waste management by-laws.

Improving the accuracy of inventory planning is an important tool for
reducing waste generation.

Ways to reduce waste generation include big-data-driven demand
modelling, more frequent product deliveries, better adaptation of the
product mix to customer needs, smaller minimum orders negotiated with
suppliers and strict compliance with temperature requirements during
transportation.

RECYCLING OF WASTE
GENERATED BY X5

FOOD WASTE

In March 2020, Perekrestok Vprok began collecting plastic delivery bags
For Further recycling (this initiative was initially piloted by Perekrestok.ru
in August 2019). Customers can return plastic bags used during delivery
to the courier.

X5 teamed up with Unilever, Coca-Cola and Henkel to start collecting
used plastic and aluminium containers via reverse vending machines
installed in our stores. We have also partnered with dental care company
Splat to collect and recycle toothbrushes and with household cleaner
producer BioMio to offer product refills in Perekrestok stores.
Pyaterochka and Perekrestok launched an initiative to transfer unsold
food and merchandise that cannot be sold before the expiry date for
recycling into animal feed.

As a food retailer, we seek to both minimise the volume of waste
generated and the impact of its disposal.

All food waste generated by X5 stores is sent to third parties for landfilling
or recycling. We are looking for opportunities and piloting technological
solutions to transfer food waste for further processing. As noted above, in
2020 Pyaterochka and Perekrestok launched an initiative at its proximity
stores to increase deliveries of unsold food to for recycling into animal feed.
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Reducing disposable plastic consumption
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Developing a responsible supply chain

We are implementing a project to promote reusable bags and weighing
sacks for fruits and vegetables. Pyaterochka encourages its customers to buy
eco-bags made of raw cotton and to use reusable weighing sacks for fruits
and vegetables by crediting double bonus points to their loyalty cards.
This is the Ffirst such circular economy loop in Russia. Perekrestok updated
the requirements for all plastic bags sold at its checkout counters, making a
high content of recycled materials compulsory. All of Pyaterochka’s new
concept stores have started using shopping baskets made of recycled
plastics. From 2020 onwards, all new concept stores will use such baskets.
Perekrestok’s transition to similar baskets is in progress. Using recycled
plastic in baskets is now a mandatory requirement for manufacturers
engaged by all our retail chains.

In June 2020, X5 Retail Group developed and published sustainability
recommendations for suppliers based on an analysis of: publicly available
research; materials from government, public and environmental organisations; a
supplier survey; and the results of open expert hearings.

The recommendations contain the following:

establish a list of voluntary environmental and social certifications for
different product categories to inform consumers of responsible
production practices

reflect X5’s vision for sustainable packaging, including reusable
packaging material, its potential to be recycled in Russia, the use of
mono-materials, reusable packaging and lean design

specify the most and least preferred raw materials for packaging

X5 updated its procurement policies in line with its sustainability
recommendations for suppliers. In August, we developed a special training
course on the topic of sustainable development for X5's suppliers, which is
publicly available on the Company’s website. X5 Retail Group will keep a record
of suppliers that follow its sustainability recommendations via a dedicated
survey on its Supplier Portal (the Company’s official interface for supplier
relations) and will also focus on raising supplier awareness and improving
feedback collection in relation to sustainability. Going forward, the Company
plans to verify suppliers’ ESG performance on a selective basis by reviewing
their public reporting and interacting directly with suppliers. X5 has also started
incorporating its sustainability recommendations into joint marketing
programmes with suppliers.
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Plans for 2021

Looking ahead to 2021, Pyaterochka will continue to use Smart Store systems for all new
openings while to retrofitting existing stores with the technology and improving our
tracking of heating and electric energy. We will also pilot a more environmentally friendly
refrigerant to potentially replace freon. For energy generation, we will conduct a
feasibility study for installing biogas generators at DCs and some large supermarkets,
while also developing the use of alternative energy sources, including solar panel
installations.

In terms of waste management
Pyaterochka will work on further

Perekrestok will also continue to pilot
reprocessing of non-expired food waste
automation of food waste tracking, while into animal feed. Recycling of store
reducing overall food waste generation by  waste via DCs will continue, and we have
increasing non-expired food waste sent for  made the use of at least recycled plastic
reprocessing by 15% year-on-year and in our shopping bags mandatory for all
installing composters in shops and DCs. suppliers. In March 2021, after the
Consumers will also be encouraged to announcement of sustainable packaging
recycle more with the further roll out guidelines, we will work to introduce
reverse vending machines across the these guidelines for our private label
format’s network. We will also continue a goods and promote them among

pilot of shopping bags containing at least suppliers. For consumers, the further roll
35% recycled plastic, as well as work on out of reverse vending machines and
sustainable/recyclable packaging for battery collection points will facilitate
private label goods. recycling, while customers will also have
the option to opt out of paper receipts in
favour of electronic ones.
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As part of our sustainable development strategy, we are committed to

promoting health lifestyles as part of the CVPs of our retail formats. This

includes increasing the share of healthy foods in the assortment matrix and
implementing specific measures to attract customers’ attention to healthy

options when they are in the store. These initiatives are described in detail in the
Pyaterochka and Perekrestok performance review sections (pages 51-59 and 60-70,
respectively), and will also be outlined in the 2020 Sustainability Report.

HEALTH @

Promote responsible
programmes and
principles across the
supply chain

Expansion of
healthy lifestyle
assortment*

* Healthy lifestyle assortment includes:
gluten free, no added sugar, organic,
fresh from farm, natural ingredients,
high protain, low calories, vegan
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Medium-term goals for 2023

50

share of Fresh and F&V
products by 2023

2020:

)

Expansion of healthy
lifestyle assortment*

* Healthy lifestyle assortment includes:
gluten free, no added sugar, organic, fresh
from farm, natural ingredients, high
protain, low calories, vegan
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To ensure that the Company can continue to evolve while remaining robust

' [ J
and efficient, we are building a flexible digital HR management system that X5’s HR Stra.tegy takes into
can be quickly scaled up and adjusted, depending on business goals and account business needs,
market trends. The system is based on big data analytics, electronic :
services, continuous feedback from employees and the creation of flexible employ.ee expectatlons and
HR tools. Thanks to effective HR management systems that have improved trends in the labour market.

the transparency of motivation schemes, workplace conditions and
atmosphere, as well the quality of management, we are able to respond to
employees’ needs better; this is reflected in declining turnover and rising
employee engagement, which was achieved again in 2020.
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How we manage our HR fFunction

Each of X5's businesses has its own HR function that reports to the managing
director of that business. In addition to tasks like recruiting and adapting,
evaluating, managing compensation and benefits, training and developing
personnel, the HR function is responsible for organisational design,
developing the HR brand and internal communications.

In the central offices of retail formats and In order to support the successful implementation of the
other business units, we focus on strategic new strategy, X5 has begun the transformation of the
personnel management and maintaining operating model of management.

the HR priorities for the business. Regional
divisions are responsible for operational HR
processes. New models of interaction are
being introduced, including through the
institution of HR business partners, to
ensure that recently launched business
areas operate effectively.

The Corporate Centre has become a management
company; in terms of personnel management, it will
function as a centre of expertise and methodology for key
HR competencies, as well as development of the X5
operating model

All of X5's technological functions are combined into the
X5 Technologies business unit, which will also act as

a centre for the development of the group's digital
competencies

The X5 Business Support division is being formed and
includes centralised expertise and support functions, such
as management of buildings and offices, administrative
services, budget consolidation, reporting and analytics on
personnel costs, implementation of cross-format initiatives
in the field of operational HR processes

Transactional processes, including HR workflow, are being
centralised as part of the expansion of the activities

of the X5 multifunctional shared service centre

in Nizhny Novgorod
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From engagement
to management of the
corporate culture and HR brand

Our attractiveness as an employer is a
reflection of the relationships, processes,
working conditions and objectives within
the Company. By adding and improving
feedback instruments, we are able to
gather the opinions of employees about
working at X5.

This enables us to shape the agenda for
change in all areas, from working
conditions and compensation to
relationships with managers and corporate
culture. In doing this, we are moving from
managing processes and results indicators
to managing our HR brand, where internal
changes improve the efficiency and the
engagement of our staff, while also
making X5 an increasingly attractive
employer among external jobseekers.

We have established our value as an employer: everyone at
X5 can change the entire industry, thus creating a new form
of retail. At Pyaterochka, fresh perspectives await
employees; the strength of the Perekrestok team is in
teamwork. In 2021, we will have to scrutinise our teams in
greater depth, finding out exactly what drives every
employee and what motivates them to achieve more.

From long-term planning
to adaptive management
models

By implementing the most effective
business practices into our work with
personnel, we are moving from long-term
planning to adaptive management based
on the current needs of the business and
employees.

Advanced HR analytics, digitalisation and
robotisation of processes make it possible
to build predictive models, to proactively
propose management solutions and to
ensure a balance between personnel and
profitability in real time.

In 2020, X5 rapidly restructured the work set-up for its store
personnel in response to COVID-19, swiftly planned the
recruitment of personnel to scale up online services and
express delivery, transferred all office employees to remote
work within the course of two weeks - without a loss of
efficiency — and launched a permanent hybrid home-office
format as part of the X5 Home Office project.

From static HR processes
to evolving digital
products

We are moving from systematic process
management to integrated management
of the employee experience — from
recruitment to transitioning staff to new
roles. By analysing feedback from
personnel regarding every point of contact
with the Company, we can identify areas
for development and improvement.

X5 is already digitalising recruitment,
reducing the time needed for hiring,
creating digital products for managing
goals and performance indicators and
offering hundreds of thousands of
employees online offices with a wide
range of self-service tools, from
documentation and scheduling to training
and career growth.

Our employees want to work for a company where:

a manager is an inspiring and progressive |leader

the culture and environment stimulate personal development and the
achievement of results

tools and technologies are flexible and user-friendly, digital and mobile
processes are digital, fast and easy to understand

data management means decision-making based on easily accessible data
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From training and development
to conscious career
management

We strive to create an environment in
which every X5 employee can acquire
knowledge when needed and can do so a
convenient location, can independently
develop their career prospects and can
discover their potential.

New digital tools link training, skills
assessments and the achievement of goals
with professional and career growth,
allowing all divisions and X5 as a whole to
work systematically with talent, to
personalise development and continuity
programmes and to cultivate inspiring
leaders. All of these are key elements of
ensuring that we have the right team with
the right skills to achieve the goals set out in
our strategy to 2023.

Pyaterochka has launched a pilot programme to automate the
succession pipeline in employees’ personal accounts, as well as
a relocation programme for retail staff. By developing the
Perchatka mobile application for communication, training and
development, Perekrestok has personalised interaction with
store personnel. X5 Transport has strengthened the
development of its talent pool and the preparation of
candidates for key positions with its “Main Street” project.

From office and retail
to generations,
competencies and agility

We want to get to know our employees -
their expectations and needs — even better.
In-depth segmentation covering a large
number of characteristics — from year of
birth and marital status to knowledge, skills
and expertise — helps us to understand
what drives our staff, to offer them the right
tools to do their jobs efficiently and

successfully and to manage employee
productivity and engagement in an
effective manner both in our mature large
businesses and in our young teams with a
startup culture.

From a culture of results
to a culture of care,
recognition and gratitude

The stress test that the X5 team successfully
underwent in 2020 once again highlighted the
importance of caring for one another, of
offering motivation and inspiration, and of
saying “thank you”. While maintaining a focus
on efficiency and results, we encourage
experimentation, openness and tolerance for
mistakes; we are learning to work under
conditions of constant change, and we are
teaching staff to do the same.

The safety of our team and our customers,
which became a priority as a result of the
COVID-19 pandemic, is now being
transformed into concern for the well-being -
physical, psychological and financial — of our
staff. In 2021, we are launching corporate
volunteer programmes, we plan to expand
well-being programmes, and we continue to
improve working conditions while keeping
safety as a top priority.

We would like to thank every X5 employee for taking care of
one another and of our customers. Thanks to the combined
efforts of our team, the Company was able to continue
operating without interruption and to ensure the safety of its
employees and customers. We quickly formed mobile teams
to replace quarantined store personnel, provided staff with
personal protective equipment, monitored the health of
employees and, when necessary, helped those who were sick.
During the lockdown, X5 was one of several companies that
offered temporary employment people who had lost their

jobs when other companies shut down as a result of COVID-19.
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Occupational
Health and Safety

Approach to occupational health and safety

In the area of occupational health and safety (OHS), we are constantly focused
on identifying and implementing measures to improve our sustainable safety

culture. In order to achieve this, we adhere to the following principles:

O1

02

03

Be a leader: X5 managers at all
levels pay special attention to
OHS issues and set an example
for employees by adhering to
the principles of a sustainable
safety culture; employees are
actively involved in improving
occupational health and safety,
as well as personal and pubilic
safety at work and at home.

05

|dentify dangers: we seek to
identify hazards, assess OHS
risks and analyse the root
causes of accidents, as well as
the conditions that led to
accidents and hazardous
situations.

06

Set goals: we develop action
plans to mitigate risks to the
life and health of employees,
as well as the risks of property
damage.

07

04

Improve the OHS management
system: our OHS management
system complies with national
standards and practices; we
have a process in place aimed
at the continuous improvement
of the system.

08

Ensure a safe working
environment: our equipment,
premises and workplaces
comply with current national
OHS standards.

Improve qualifications: we
monitor the qualifications of
every employee to ensure that
they are in line with their
duties; we also strive to ensure
that employees continue to
develop their professional skills
and OHS-related knowledge.

Invest in personnel: we
incentivise employees to
comply with OHS
requirements and to play a role
in improving the OHS
management system.

Focus on safety: our employees
behave responsibly in respect
of their own life and health and
the life and health of those
around them in the workplace.

X5 has adopted an OHS Policy. As a responsible employer, we
guarantee every employee the right to a favourable work environment
that meets state OHS regulations. Aware of our responsibility to create
and maintain safe working conditions and to protect the life and health
of our employees, X5 is committed to carrying out OHS-related
activities; in doing so, it is guided by the following principles:

Complying with legal requirements
Prioritising the life and health of employees

Continuously developing a culture of safety

Creating and ensuring a safe working environment for suppliers
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OHS organisational chart

Our main OHS-related activities include:

Corporate Pyaterochka @ Perekrestok & Karusel R Agro-Avto ), Other >

Centre (Transportation) Business Units monitoring employees’ rights and legally
protected interests in the field of OHS

planning OHS-related activities and

Health and Health and Senior Health and Health and devel.o'plng.measures to improve working
conditions in order to prevent workplace

Safety Manager Safety Officer Safety Engineer Safety Manager injuries and occupational diseases

organising OHS-related activities in
accordance with Russian legislation

inspecting working conditions and

: L : workplace safety
Head of Health Macro Region Division Region Fleet Operators

and Safety

assessing work-related risks and
informing employees about any
identified risks

providing compensation for physically
Health and Health and Health and Health and demanding work and for work in

Safety Engineer Safety Engineer Safety Engineer Safety Engineer POﬁhFiaHy harmful or hazardous
conditions

providing employees with personal
protective equipment

providing OHS training

operating an OHS management system

Heads of
Business Units
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Improving OHS qualifications

We have a duty to arrange OHS training in
order to improve the relevant qualifications of
our employees. Training employees in OHS
standards is one of our strategic preventive
measures aimed at avoiding workplace injuries
and occupational diseases, as well as
improving working conditions. Upon being
hired, every employee receives an e-mail with
a link to an interactive training course about
the need to take part in OHS training.

Monitoring compliance

Continuous preventive monitoring of working
conditions and occupational health and
safety — one of the most effective means of
preventing accidents, incidents, workplace
injuries and occupational diseases — is carried
out by quickly identifying deviations from
OHS regulations and promptly taking the
necessary measures to elimination those
deviations.

Periodic assessments of OHS compliance with
state reqgulations is carried out to improve the
effectiveness of OHS management within our
subsidiaries and business units.
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Protecting the health
of employees and customers

Maintaining the health of employees and
preventing workplace injuries is an integral
part of X5's OHS Policy. Individuals employed
in jobs with hazardous working conditions, as
well as transport-related jobs and positions in
sales, undergo mandatory preliminary (when
joining) and periodic medical examinations in
accordance with legal requirements.

Managing occupational risks

Occupational risk management is the
Foundation of our OHS management system.
ldentifying occupational risk factors,
determining safe and harmful exposure levels
related to such risk factors, monitoring
workplace health and safety, analysing the
causes of accidents and occupational diseases
and a number of other issues are included in
the range of tasks involved in assessing and
managing occupational risks. Our policy, which
is aimed at improving working conditions,
establishes a risk register and stipulates
analysis (assessment) of the risks inherent in
employees’ work.
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Preventing workplace injuries

Russian labour law requires compliance with
the procedures for investigating and
responding to workplace accidents. The
regulations outlined in the Russian Labour
Code and in special laws regulate the entire
investigation process. All incidents involving
the employees and those involving the
employees of external contractor are subject
to investigation.

Safety management
for external contractors

It is crucial that measures be put in place to
avoid workplace injuries.

X5's Occupational Safety Department has
identified the following priorities for the
prevention of workplace injuries:

1. Identifying and preventing possible
hazardous situations in the workplace and
ensuring that employees know how to avoid
and address such situations.

2. Carrying out campaigns and outreach work
to raise employees’ awareness

3. Continuously training employees at all levels
on workplace safety rules

4. Investigating the causes of workplace
accidents and occupational diseases, and
developing and implementing measures to

The main goals of OHS management in
relations with external contractors are to
provide direction, coordinate efforts and
achieve consistent results based on trust, while
systematically monitoring the implementation
of OHS requirements on the part of the
contractor’s personnel. All employees of
contractors working on X5 property must take
part in a mandatory briefing on occupational
health and safety for third-party organisations.

prevent their recurrence.

Measures to prevent workplace injuries are
not limited to the general measures
described above; every retail network and
business unit — depending on its particular
needs — takes additional measures to avoid
workplace injuries.
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An OHS management system is in place;
Functional responsibilities for occupational health
and safety were assigned to executives and
employees

the principal on-site regulatory documents on
occupational health and safety for all retail
networks and business units were updated to
take account of amendments to laws on
occupational health and safety

a special assessment of working conditions was
conducted for 100% of workplaces to identify
hazards and occupational risks

OHS briefings and other types of OHS training
were conducted

employees were provided with the required
personal protective equipment

on-site OHS documents concerning all areas of
activity were made available in all retail networks
and business units; OHS-related document
management is in place

an OHS specialist (service) is available in all retail
networks and business units

* WRS-3 is our automated system that helps us to monitor
workplace safety across our operations. At Perekrestok, OHS
service representatives use a tablet computer to complete OHS
checklists (about 50 questions). These are uploaded to the WRS-3
system and corrective actions are automatically generated and
assigned to the Store Director.

compulsory insurance for employees is provided
through Russia’s Social Insurance Fund

internal OHS audits through electronic checklists in
the WRS-3* system continued, enabling us to
reduce the number of working hours needed to
carry out inspections, as well as to identify, in a
timely manner, and rectify non-compliance with the
requirements of OHS legislation

X5 was in compliance with OHS and public health
standards, resulting in the absence of cases of
occupational diseases

incidents involving work-related injuries, health
impairments and illnesses were investigated in a
timely manner, as was their impact on OHS-related
activities

as a result of the reconstruction and major
renovation of stores, working conditions for retail
and logistics workers were improved; natural
lighting was installed at many stores, which has a
positive impact on employees’ well-being and
performance
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Plans for 2021

In connection with the introduction of the
so-called ‘regulatory guillotine’ in Russia
designed to eliminate multiple outdated
regulations, the main goal for 2021 is the
extensive revision of all internal on-site

regulations on occupational health and safety.

Automating the process of using electronic
signatures for documents on OHS training
For all X5 retail networks and business units.

Developing new training courses on
occupational health and safety for all
blue-collar jobs in connection with the
introduction of new Russian legislation
on all areas of activity.

Developing requirements for the transition
to an electronic workflow for OHS issues.
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We have identified the
following priority areas of
support for charities:

food assistance
care for children

support for people with
disabilities

A
nities. 4

We have engaged the following
partners, with which we implement
our charitable programmes:

Foodbankrus for providing
food assistance

Life Line Foundation to assist
with care for children

The Unity deaf-blind support
Foundation to provide support
For people with disabilities

Liza Alert to help finding
missing people

LONG-TERM 30x30 GOALS
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X5 Retail Group has sought to contribute to the
health and well-being of the communities where it
operates since its creation, and we will continue to
do so under our Sustainability Strategy, in line with
the UN SDGs of zero hunger and good health and
well-being. The community-oriented projects that
we implement have been developed based on our
understanding of priority areas where we are best
able to make a meaningful contribution to the
general health and well-being of local communities.

COMMUNITIES /g{%

UPTO

304

Increase in the
number of families
receiving Basket

of Kindness support
per year

02. CORPORATE GOVERNANCE

We also work within the framework of
the National Development Goals, drawing
on the expert opinions of NGOs and
global best practices. The X5 Corporate
Brand Department, the retail networks'
marketing departments and
Pyaterochka’s Transformation Office are
responsible for implementing the
Company'’s charity programmes.

03. FINANCIAL STATEMENTS

Our Charity Policy defines the general
principles and rules of our charity
activities, describes the priority areas for
our charitable giving and determines
the roles and responsibilities of
employees involved in our charity
programmes. This policy applies to all
divisions of X5 Retail Group.

Medium-term goals for 2023

+1

00

families receiving Basket
of Kindness help by 2023

2019:

®

all stores engaged in
the Missing Person
program by 2023

2019:
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Food assistance

FOOD
DRIVES

In August 2015, X5, together with
Foodbankrus, launched the nationwide
Basket of Kindness project to donate food
aid to those in need. About 1,300 stores
were involved in the project in 2020. A total
of 267 tonnes of food was collected and
given to the elderly, large families and the
disabled. More than 2,200 volunteers took
part in the project. More than 142,000
people have received assistance.

Life Line Foundation

CANDIES OF Through this initiative, shoppers at all Pyaterochka stores can purchase Candies of

KINDNESS Kindness at checkout counters. RUB 5 from the sale of every candy helps cover the
cost of operations for those under the care of the Life Line Foundation. In 2020, the
project raised more than RUB 8.1 million for the treatment of 39 seriously ill children.

Unity deaf-blind support foundation

FOOD SUPPORT Since January 2017, the Company has been making weekly grocery deliveries to
FOR QUIET residential institutions for people with visual and hearing impairments. Pyaterochka
HOMES stores in Troitsk and in Lyubertsy provide groceries — nearly RUB 1.3 million worth in

2020 - to two institutions.
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The Centre for Missing Persons
and the Liza Alert search-and-rescue team

SAFE
SPACES

In 2020, store employees and volunteer
rescuers helped 992 people, including 76
children, return home. The Safe Space
project was piloted in the spring of 2019 at
more than 2,600 Pyaterochka stores in
Moscow and the Moscow region, and that
autumn it was expanded to every
Pyaterochka store in 66 regions where it
operates.

Perekrestok stores also joined the project in
November 2020. The safe space is a special
area in the store marked by distinctive
signage in the form of an orange
geolocation pin, which acts as a reference
point for anyone who is lost or disoriented.
Anyone in such a situation can enter a
Pyaterochka or Perekrestok store and make
contact with a store employee or wait until
help is offered.

Plans for 2021

Increase the number of families receiving food aid through the
Basket of Kindness project by 15%

Connect 100% of Pyaterochka stores to the Safe Spaces
programme to help people who are lost or disoriented

Develop programmes with a focus on local communities,
including programmes to combat social orphanhood
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X5 Retail Group N.V. is a public limited-liability
company incorporated under the laws of the
Netherlands, with global depositary receipts listed on
the London Stock Exchange. The Company is
required to comply with, among other regulations,
the Dutch Corporate Governance Code (the “Code”).
The Ffull text of the Code can be viewed on X5's
website at www.x5.ru.

In accordance with the Code, a broad outline of the
Company’s corporate governance structure is
presented in this section, including any deviations
from the Code’s principles and best practices. X5
aspires to high standards of corporate governance
and is committed to a corporate governance
structure that best supports its business, meets the
needs of its stakeholders and that is in compliance
with applicable rules and regulations.
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Governance structure

03. FINANCIAL STATEMENTS

The Company has a two-tier board
structure, comprising a Management Board
and a Supervisory Board. The Management
Board and the Supervisory Board are
independent of one another and
accountable to the General Meeting of
Shareholders. The overview below shows
the governance structure of X5.

General Meeting of

Audit & Risk
Shareholders T
Supervisory Board
- Nomination & Remuneration
Management Comm|ttee
Board |
Executive Innovation & Technology
Board Committee
Digital
I businesses
Pyaterochka Perekrestok Karusel (Eh:lz:t')k (Perekrestok Ccz:repr?trraete
P Vprok, 5Post,
Okolo)

Management Board

The Management Board has ultimate
responsibility for the overall management
of the Company and oversees all corporate
governance activities. It is accountable for
the Company’s pursuit and achievement of
corporate goals and objectives, its strategies
and policies. The Management Board is
responsible for complying with all relevant
laws and regulations, for managing the risks
associated with the Company'’s activities
and for financing and external
communication.

In managing X5's general affairs and its
day-to-day operations, the Management
Board is supported by the Executive Board,
which was established to provide for a
leadership team at the level of the
Company's operating subsidiaries in Russia
in order to best support X5’'