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1. Position of the Company in the Energy Industry

The mainstay of the grid segment of the Russian electric power industry is ROSSETI, having shareholdings
in 36 subsidiaries and dependent companies, including 15 distributions and one transmission grid company.

The ROSSETI Group accounts for about 70% of all transmission and distribution of Russia’s electricity.
ROSSETI works to consolidate electric grid assets, including in the regions of its operations.
Trends in the Industry in 2017

Economic recovery and increased consumption. An upward trend in the economy and GDP growth in 2017
led to a rise in electricity consumption. Consumption and generation in Russia’s United Power System
increased by 1.3' on 2016 (1,040 billion kWh) and 0.5% on 2016 (1,054 billion kWh2) respectively. Excluding
an additional day in the leap year 2016, electricity consumption rose by 1.6%.

ROSSETI Group’s Contribution to the Development of the Industry and Economy

Area ROSSETI Group’s Contribution

Helping Russia become a leader in the World Bank’s Doing
Business 2018 rankings

“Despite the spectre of international sanctions ... Russia [is
marked] as the 35th easiest place in the world to do
business, just one place below Japan and ahead of almost a
dozen EU member states including Italy and Belgium.”
Financial Times

A key event in 2017 was that Russia reached a position
among the top 10 economies in the “Getting Electricity”
ranking of the World Bank’s Doing Business 2018 rankings
(from 30th in 2016).3

Building a modern infrastructure for ensuring stable

. Russia’s first 110 kV digital substation was put into operation.
economic development

Three substations (Presnya, Moscow; Stadion, Samara; and
Providing electricity for the 2018 FIFA World Cup Beregovaya, Kaliningrad) included in the 2018 World Cup’s
electric grid infrastructure were put into operation.

1 Source: Russia’s United Power System: Interim Results (SO UPS Fact Sheet, December 2017)
2 Source: Russia’s United Power System: Interim Results (SO UPS Fact Sheet, December 2017)
3 The ranking traditionally uses current data for calculations for the following year.
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2. Operating Overview

Operating results of ROSSETI

As of December 31,

Indicator 2016 As of December 31, 2017 Change, %
Length of power lines,
thousand kilometers 2,31 2,34 13
Number of sgbstatlons, 496 503 14
thousand units
Transformer capacity, GVA 773 782 1.2

The activities of the ROSSETI Group, as the largest company and the industry’s mainstay, are aimed at
achieving the targets set by the Strategy for Development of the Electric Grid Sector.

In accordance with the Strategy for Development of the Electric Grid Sector of the Russian Federation, one
of the principal goals facing the electric grid sector is to reduce the fragmentation of territorial grid
organizations and increase control over them.

Number of territorial grid organizations, thousand entities

3,0 2,9 28
1,9 1,9 1,7
2,6 2,5 24 1,6 1,6 1,4
2013 2014 2015 2016 2017 2018
O Nationwide 2 Regions of the operations of ROSSET!'s distribution grid companies

The consolidation of electric grid assets encompasses measures to enable the ROSSETI Group to take
control of a grid asset that is not part of and/or not under the control of the ROSSETI Group.

Principal goals of the consolidation of electric grid assets

Creation of a single center of Increase in ROSSETI subsidiaries’  Construction of an optimal electric
responsibility for securing a reliable,  share in pool-based revenues from grid infrastructure; introduction of
high-quality, and affordable distribution services provided for elements of a digital grid

electricity supply; reduced number regional electricity consumers

of territorial grid organizations



Reliable operation is characterized by the duration of power outages.

In 2017, the ROSSETI Group’s entities did not exceed the maximum permissible values of the average
outage duration indicator. Some companies* considerably improved the required values.

The ROSSETI Group operates the following system of recording process failures (accidents):

Rules for Investigating into the Causes of
Accidents in the Electricity Industry
(Resolution of the Government of the
Russian Federation No. 846 of October 28,
2009)

Guidelines for Calculating the Level of
Reliability and Quality of Supplied Goods
and Rendered Services for the
Organization Managing the Unified
Internal documents of the Company National (All-Russian) Electric Grid and
Territorial Grid Organizations (Order of the
Ministry of Energy of the Russian
Federation No. 1256 of November 29,
2016)

+ eliminate injury-risk equipment

+ cause OL clearings to comply with regulatory standards

+ improve the reliability of distribution networks rated 0.4-20 kV

* increase lightning-surge proofness

+ replace obsolete circuit breakers, isolator switches, and short-circuiters

* replace oil-filled feeders with solid-insulated feeders

* replace porcelain and polymer composite insulators for OL rated 35 kV and above
* replace stick-pedestal insulators

+ modernize relay protection devices and systems

4 Kubanenergo; LENENERGO; MOESK; TDC; Tyumenenergo; Yantarenergo; FGC UES, Nizhnovenergo and Marienergo,
branches of IDGC of Center and Volga Region; Astrakhanenergo, Volgogradenrgo, Kalmenergo, and Rostovenergo, branches of
IDGC of South; Altaienergo, Buryatenergo, Gorno-Altaisk Electric Networks, Krasnoyarskenergo, Kuzbassenergo-RES,
Omskenergo, Khakasenrgo, and Tyvaenergo, branches of IDGC of Siberia; Stavropolenergo, Kabbalkenergo, Karachaevo-
Cherkesskenergo, Sevkavkazenergo, Ingushenergo, and Chechenenergo, branches of IDGC of Northern Caucasus; and
Arkhenergo, Vologdaenergo, and Karelenergo, branches of IDGC of North-West.
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3. Innovation

Innovative development is a key instrument for improving the reliability, efficiency, and quality of power
supply.

The goal of the ROSSETI Group’s Innovative Development Program?® is to switch over to a technologically
new electricity supply with qualitatively new characteristics of reliability, efficiency, accessibility,
manageability, and customer orientation in the Russian electric grid sector as a whole.

+ Switch over to digital substations rated 35-110 (220) kV
Main areas of + Switch over to actively adaptive digital grids with a distributed intellectual automation and control
system

innovative + Switch over to the integrated efficiency of business processes and to the automation of control
development systems

+ Use new technologies and materials in the electricity industry

73 subject areas at 15 entities of the ROSSETI Group

Results of 2017

+ 26 titles of protection for R&D deliverables

+ 16 license agreements

+12.34 million rubles of license fees

+ 16 R&D deliverables in test operation

+ 18 R&D deliverables in operation at the ROSSETI Group's facilities

10 research, development, and engineering projects to improve systems and devices for lightning protection
and increase lightning-surge proofness and reliability for external insulation of overhead lines and substations
rated 6-750 kV

A pilot project was launched on January 26, 2017, to supply electricity to isolated areas by replacing inefficient
equipment of diesel generation with self-contained hybrid electrical installations based on solar modules

Project operator: IDGC of Siberia

Project site: Menza and Ukyr, Trans-Baikal Territory; 170 kilometers from Russia’s United Power System
Planned payback period: 8 years

Objectives:

e develop a new services segment based on return on investment and profitability

o supply electricity to isolated areas and create the conditions for bringing down subsidies

e provide solutions for regional energy efficiency programs

e build a self-contained hybrid electrical installation consisting of solar modules designed to produce
a total of 120 kW, two 200 kW diesel generators, and a 300 kWh accumulator

Practical importance:

5 Innovative Development Program for 2016-2020 with Long-Term Plans Until 2025. Approved by the Board of Directors.
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e curb tariff growth
e decrease diesel fuel consumption from 250,000 to 86,000 liters per year
e reduce carbon dioxide emissions by 500 tonnes per year

Two National Projects Implemented by the ROSSETI Group

Design of digital substations and power plants and
their introduction into new and rehabilitated power
facilities

New construction technologies for overhead
power lines using composite power towers

e share best practices and cooperate in creating new-generation digital grids

+ set up R&D clusters jointly with the world's leading electric utilities and
innovative equipment manufacturers to introduce advanced innovative
solutions into ROSSETI's grids

+ ensure the synchronous operation of Russia's United Power System and
foreign energy systems and manage interstate power lines in order to

K(;ythsg%tgg‘l(::f:e'ass support electricity export-import and transit (interstate electricity
internatignaly transmission) and efficiently use the transmission capacity of interstate
activities cross-sections

+ provide the technological basis for entry into markets in third countries and
promote Russian-made electrical equipment in foreign markets

* participate in creating a technological infrastructure and regulatory
framework for the common electricity market of the Eurasian Economic
Union, the Commonwealth of Independent States, and other international
sectoral associations



4. Economic Performance

This review is based on the ROSSETI Group’s audited consolidated financial results for the year ended
December 31, 2017, in accordance with IFRS®.

Consolidated Key Operating Indicators

REVENUE OPERATING EXENSES
mn RUB mn RUB

800000
950 000

788,324 779,288

900 000 600 000
901,034

850 000 400 000

2016 2017 2016 2017
EBITDA NET PROFIT
mn RUB mn RUB
350 000
300 000 130000 137,122
250 000
200 000 80 000

2016 2017 2016 2017
OPERATING PROFIT NET CASH FLOWS FROM OPERATING ACTIVITIES
mn RUB mn RUB
200000 250000

191,317 200000 212,386

150000

150 000 175,564

143,457

100 000
100 000

2016 2017
2016 2017

& Some of the 2016 indicators are reclassified as comparable figures for the current reporting year. All reclassifications are not
significant.
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NET CASH FLOWS USED IN INVESTING ACTIVITIES NET CASH FLOWS USED IN FINANCINGACTIVITIES
mn RUB 2016 2017 mn RUB
0 2016 2017
0
50000 @ B
-100 000 -8.462
-25000
-150 000 188,840
-200 000
-50 000
KEY RESULTS OF THE YEAR:
v" Upward changes in all indicators
v Growth of revenue in 5%
v" Operating expenses decrease
v" Increase of net profit almost in 40%
REVENUE
Structure of Revenue, mn RUB
Techol | 2016 Other revenue Technalogical 2017
oonr?ecolj:;?\gg‘r?ﬁces 3214 sersir;r;?cﬁnggm Othg%rgégnue;
58,118 o ’
Sales of electricity
and capacity;
75,740
Sales of eleciricity and \
capacity
18,261
Electricity
fransmission
721,881 Electicity

transmission;
784 216

Key factors:

1. Revenue from electricity transmission and distribution grew due to higher net electricity delivery, tariff
indexation.

2. Revenue from network connection services decreased due to compliance with the services schedule
depending on FGC UES costumers.

3. Electricity and capacity sales were down due to mixed dynamics of electricity sales by different
subsidiary companies in the accounting period (including taking up the provider of last resort role).



OPERATING EXPENSES

OPEX structure, mn RUB
2016 2017
125088
124 e 142 870
128217
111,543
46,023 / '
’ 109,287
5 067 : 42216
9,575 113,766 18269 / | 24,832

19,562
38,503 20,755

1912

Electricity transmission and distribution services
Electricity purchased for compensation for electricity network |

Electricity purchased for resale

Electricity transmission and distribution services o o
o ) o Depreciation and amortization
Electriaity purchased for compensation for electricity network losses

Electricity purchased for resale = Taxes and levies except profit tax
Depreciation and amortization = Impairment of fixed assets
= Taxes and levies except profit tax » Impairment of receivables

= Impairment of fixed assets N

_ _ = Provisions
= Imparment of receivables
» Provisions = Employee benefits
= Employee benefits Other

Other

Key factors:

1. Expenses associated with electricity distribution services grew due to tariff indexation for other
territorial grid organizations.

2. Expenses associated with electricity purchased for compensation for electricity network losses
increased due to higher unregulated prices of purchased electricity.

3. Expenses associated with electricity purchased for resale decreased due to lower electricity sales in
the reporting period/
4. Tax payments increased due to gradually abolished property tax benefits in relation to power lines.

5. Impairment of fixed assets decreased in 2017 due to no significant adverse changes in expected

future cash flows from the use of grid assets.
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6. Provisions decreased due to the resolution of disagreements with outside territorial grid
organizations in relation to electricity distribution and with electricity retailers in relation to electricity
purchased for compensation for electricity network losses

7. Employee benefits increased due to wage indexation for production personnel in accordance with
the Sectoral Wage Rate Agreement, adjusted for changes in the consumer price index and an
increase in personnel due to taking on the supplier of last resort functions

BALANCE SHEET INDICATORS

Structure of Non-Current Assets

Indicators, bn RUB

Property, plant and equipment

Intangible assets

Investments in associates and joint ventures
Trade and other receivables

Assets related to employee benefits plans
Financial investments

Deferred tax assets

TOTAL NONCURRENT ASSETS

Key factors:

2016

1,798,568
16,804
936
51,262
6,708
78,643
7,069
1,959,990

2017

1,940,227
16,758
883
74,883
6,709
69,914
7,178
2,116,152

% vs. 2016

453

(11.1)
15
8.0

e increased fixed assets due to the commissioning of new facilities under the capex program
e increased long-term receivables largely due to a rise in receivables under network connection
contracts with payment in installments and due to agreements for interest restructuring of short-term

trade receivables

Structure of Current Assets

Indicators, bn RUB

Inventories
Financial investments

Income tax prepayments
Trade and other receivables
Cash and cash equivalents

TOTAL CURRENT ASSETS

2016

33,143
12,620

6,339
167,616
86,970
306,688

11

2017

35,050
149

4,528
151,466
102,054
293,247

% vs. 2016

58
(98.8)

28.6
(9.6)
(17.3)
(4.4)



Key factors:

e decreased receivables due to received payments, impairment provisioning, and agreements for
restructuring with changed repayment dates

Structure of Capital

Indicators, bn RUB 2016 2017 % vs. 2016

Share capital 198,071 200,903 1.4
Share premium 212,978 213,098 0.1
Treasury shares (2,702) (2,702) -
Reserve for issue of shares 1,678 - -
Other reserves 33,165 25,430 (23.3)
Retained earnings 521,300 621,077 19.1
Total equity attributable to owners of the Company 964,490 1,057,806 9.7
Non-controlling interest 340,149 365,755 7.5
TOTAL EQUITY 1,304,639 1,423,561 9.1

Key factors:

o net profit for the reporting period
o dividend payouts
e decreased Inter RAO share price

Structure of Liabilities

Indicators, bn RUB 2016 2017 % vs. 2016
Loans and borrowings 472,057 506,990 74
Trade and other payables 23,698 39,840 68.1
Employee benefits 28,425 32,717 15.1
Deferred tax liabilities 66,835 76,202 14.0
Total non-current liabilities 591,015 655,749 11.0
Loans and borrowings 86,829 51,244 (41.0)
Trade and other payables 261,754 261,926 0.1
Provisions 14,305 10,561 (26.2)
Current income tax liabilities 8,136 6,358 (21.9)
Total current liabilities 371,024 330,089 (11.0)
TOTAL LIABILITIES 962,039 985,838 25
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Key factors:

e increased long-term liabilities due to FGC UES purchase contracts for fixed assets

Key Financial Ratios

Indicators 2016 2017
EBITDA margin 29.4% 33.1%
Net income margin 10.9% 14.5%
Net Debt/ EBITDA 1.5 1.8
Current ratio 0.83 0.89
Financial leverage 0.74 0.69
Long-term loans/gross debt 84% 91%

Debt Capital
Information on Issued and Redeemed Bonds

The ROSSETI Group’s entities placed bonds in 2017 with a total value of 41 billion rubles.

Issue Number Series VaIBuoensz,O;:]st;Dcliging Placement Date lr;i?:;z:ttiz !

ROSSETI

4B02-01-55385-E-001P B0O-001P-01 5,000 July 13, 2017 8.15%

IDGC of South
4B02-02-34956-E BO-02 5,000 July 19, 2017 9.24%
MOESK

4B02-09-65116-D BO-09 10,000 February 27, 2017 9.15%

4B02-10-65116-D BO-10 10,000 May 18, 2017 8.55%
FGC UES

4B02-03-65018-D BO-03 9,000 October 25, 2017 1.75%

4B02-04-65018-D BO-04 7,000 December 11, 2017 7.60%

The following entities of the ROSSETI Group obtained registration for their programs of exchange-traded
bonds in 2017:

Number Maximum Term to
Subsidiary Identification Number Assignment Value .
Maturity
Date
MOESK 4-65116-D-001P-02E Febzrgf;y 8 Lpto 80 billion rubles 30 years

13



February 8,

IDGC of Urals 4-32501-D-001P-02E 2017 up to 25 billion rubles 30 years
Tyumenenergo 4-00159-F-001P-02E March 1, 2017 up to 25 billion rubles 30 years
IDGC of Volga 4-04247-E-001P-02E March 17, 2017 up to 25 billion rubles 30 years
LENENERGO 4-00073-A-001P-02E April 5, 2017 up to 35 billion rubles 30 years

Major Investors in the ROSSETI Group

Management Companies Pension Funds Large Banks

In June 2017, ROSSETI redeemed its Series BO-01 exchange-traded bonds, totaling 5.0 billion rubles, which
had been placed on June 22, 2015 (coupon rate: 11.9%).

Events after the reporting period:

On March 29, 2018, the Moscow Exchange assigned an identification number to FGC UES’s program of
Series 001P exchange-traded bonds, totaling 200 billion rubles, with each issue under the program having
the maximum term to maturity of up to 35 years.

Information on Obtained Loans and Borrowings

Debt Portfolio

The Group’s debt portfolio consists mostly of bonds and loans issued by Russian banks.
100% of loans and borrowings are denominated in Russian rubles.

The Group’s consolidated debt changed insignificantly in 2017.

ba.RUB
December 31, 2016 December 31, 2017
TYPE OF BORROWING
total pri(;necti:al ?:g ::ST total pri(;1:ti);:al accrued interest
Bond loans 326 321 5 333 328 5
Bank loans and other lenders* 233 231 2 225 225 0,2
TOTAL 559 552 7 558 553 5

14



* Other lenders include liabilities associated with finance leases, promissory notes, and other loans.
The average maturity of the Group’s debt portfolio as at December 31, 2017, was 9.6 years.

Principal debt repayment schedule as at December 31, 2017:

Bn RUB
DEBT REPAYMENT SCHEDULE®
1g0 DnRUB 161
120 17 299
60
29
5 4 7
0
102018 2Q2018 3Q2018 4Q2018 2019 2020  after 2020
INTEREST EXPENSE

Measures to optimize its debt portfolio and positive market trends in 2017 allowed the Group as a whole to
reduce its interest expense by more than 20%. The weighted average interest rate for loans and borrowings
for the period from December 31, 2016, to December 31, 2017, decreased from 8.9% to 7.3% p.a., remaining
below the market average.

bn RUB
TYPE OF INTEREST EXPENSE For 2016 For 2017 Change
INTEREST ACCRUED 56.2 44.5 -11.7
|.r10Iy_d.|ng lmterest c?n financial 315 26.7 48
liabilities included in expenses
including capitalized interest 24.7 17.9 -6.9
INTEREST PAID 58.4 45.2 -13.2
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History (Schedule) of Credit Ratings. Parameters and Factors Determining the Company’s and SDCs’ Current Position

The credit ratings received from international rating agencies enhance appeal among investors and make it possible to pursue an effective policy of borrowing in capital
markets.

ROSSET!'s credit ratings according to the methodologies of Moody’s and Standard & Poor’s are limited to Russia’s sovereign rating and depend on it in many respects.
As of December 31, 2017

Moody’s — Ba1 Standard & Poor’s — BB+

Due to Russia’s economic recovery in 2017, international rating agencies upgraded the credit ratings of the ROSSETI Group’s entities:

FGC UES (Bat, FGC UES (BBB-, FGC UES ROSSETI and - MOESK and IDGC of Centre (BB, outlook: stable)

outlook: stable) outlook: positive) (AAA(RU), outlook: FGC UES (outlook: positive) - ROSSETI and FGC UES (investment grade, BBB-, outlook: stable)
stable)

February,
Moody’s

/J/’7

ROSSETI (BB+);
FGC UES (BB+), MOESK and IDGC of
Centre (BB-, outlook: stable)

March,

January,
Standard & Poor’s

February, February-March, March,
Moody’s

Fitch Ratings ACRA Moody’s Standard and Poor’s Expert RA ACRA

September, ‘ November, ‘ December,

| | 2018 Events after the reporting period I

\
- ROSSETI, MOESK, LENENERGO, IDGC of Volga, IDGC of Center and

Volga Region, and IDGC of Urals (Ba1) received upgraded long-term credit
ratings

IDGC of Centre and
IDGC of Center and
Volga Region (ruAA,
outlook: stable)

ROSSETI (AAA(RU),
outlook: stable)

-

National scale credit ratings

Credit ratings of the ROSSETI Group’s entities as of December 31, 2017
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COMPANY
ROSSETI
FGC UES

MOESK

IDGC of Centre

IDGC of Volga

IDGC of Center and Volga
Region

IDGC of Urals
LENENERGO

Ba1

Ba1

Ba1

Ba1
Ba1

Ba1
Ba1

MOODY’S

CREDIT RATING

S&P FITCH
BB+
BB*  pgs.
BB BB+
BB

ACRA

AAA(RU)
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5. ROSSETI Shareholding Structure and Share Market

As of December 31, 2017, the registered share capital of ROSSETI was 200,903,014,525 rubles and
consisted of 200,903,014,525 shares, each with a par value of 1 ruble.

The Company did not issue and place additional shares in 2017.

The Russian Federation represented by the Federal Agency for State
Property Management holds:

- 176,729,514,113 ordinary shares
- 145,523,224 preference shares

Minority shareholders hold 11.11% and 11.96% of the ordinary shares and share capital respectively.

Share Capital Structure’

Share capital:

198.827.865.141 ® Russian Federation
oy sha m Gazprom Group
ordinary shares = Reneft Grop

mFGC UES

m Raiffeisen International

= VVTB Group

= APG, Netherlands

= Vanguard (USA)
Others

Ordinary Shareholding Structure Preference Shareholding Structure

0.80%
/854%
/B 41% FGC UES
426527% = Raiffeisen International
Capitaliz::zr’legf orginiary == ® Russian Federation Capitalization of preference = Russian Federaton
163.596 billicr; rubles = Gazprom Group a1 Sm;sruhles = RusHydro )

' Rosneft Group : m Verno Capital

= FGC UES =UBS AG

m Raiffeisen International ® Credit Suisse Group

= VTB Group = Orekh

#APG, Netherlands il Other

= Vanguard (USA)
Others

7 Other than disclosed by the Company, the Company does not have information that any shareholder owns a share of more
than 5%.
18



Resident and Nonresident Shareholders

m Russian Federation

ﬂ‘a u Corporate entities (residents)

m Individuals (residents)
3.76%

0.01% Corporate entities
(nonresidents)

u Individuals (nonresidents)

Russian residents hold more than 96% of the share capital, the remaining less than 4% is held by corporate
entities and individuals from 49 foreign countries.

Shareholders with a Shareholding of More than 0.05% by Country as of December 31, 2017

Country Shareholding, %
Russian Federation ] 96.23
Cyprus < 0.91%
B
United States 0.91%
N[ LA .
United Kingdom S 0.59%
0,
Netherlands [ 0.50%
Switzerland H 0.33%
Belize &9 0.16%
Canada I*I 0.12%
0,
Austria [ 0.08%
Ireland I ‘I 0.05%
Other 0.12%

Securities Market Overview
Shares

The share capital of ROSSETI is two hundred billion, nine hundred three million, fourteen thousand, five
hundred twenty-five (200,903,014,525) rubles and consists of two hundred billion, nine hundred three million,
fourteen thousand, five hundred twenty-five (200,903,014,525) shares, each with a par value of 1 ruble,
including one hundred ninety-eight billion, eight hundred twenty-seven million, eight hundred sixty-five

19



thousand, one hundred forty-one (198,827,865,141) ordinary shares and two billion, seventy-five million, one
hundred forty-nine, three hundred eighty-four (2,075,149,384) preference shares.

ROSSETI Shares on the Moscow Exchange

Details of ROSSETI Shares

Ticker symbol
Issued shares

Par value

Par value currency
Start date of trading
ISIN

State registration number

Ordinary Shares
RSTI
198,827,865,141
1.00
RUB
January 6, 2014
RUO00AQJPVJO
1-01-55385-E

Preference Shares

RSTIP
2,075,149,384
1.00
RUB
January 6, 2014
RUO00AQJPVK8
2-01-55385-E

Date of the securities trading institutor’s

decision to include the securities on the List DEBEITISE 8, A0

December 3, 2008

Listing level 1 1
Max. price for the last 52 weeks, RUB 1.2825 2.464
Min. price for the last 52 weeks, RUB 0.699 1.465
WA price for the last 52 weeks, RUB 0.9737 2.003
Market price (December 29, 2017) 0.8228 1.61

Stock Market Indices Including the Company’s Shares as of December 31, 2017

Index Weight, % Index Currency
MOEX Index 0.190S RUB
72508 RUB
1.27 PS RUB
Power Index
72508 uUsD
1.27 PS usD
SMID Index 244 0S RUB
Second-Tier Index 1.01 PS RUB
RTS Index 0.190S usD
State-Owned Companies Index 0.99 0S RUB
0.18 OS RUB
Broad Market Index 0.03PS RUB
0.18 OS UsSD

20



0.03 PS uSD
RTS SMID Index 2,37 08 uSD

Depositary Receipts

ROSSET!I’s global depositary receipts began trading on the London Stock Exchange’s Main Market on
December 8, 2011, and were admitted to trading as interbank repos on the MICEX Stock Exchange on May
28, 2014,

Since the depositary receipts that represent ownership of ROSSETI's shares are traded in the Standard
Listing segment of the London Stock Exchange’s Main Market, the Company should comply with the
requirements for depositary receipts under the Listing Rules and the Disclosure and Transparency Rules

21



6. Corporate Governance

ROSSETI's Corporate Governance

enhancing the reputation

ensuring fair treatment with
respect to all shareholders
in the exercise of their
rights to participate in
managing the Company

improving the Company's
operating efficiency

providing guaranteed
protection for the rights of
shareholders and investors

building up the Company's
appeal among investors

The corporate governance system of ROSSETI complies with Russian legal requirements, the Listing Rules
of the Moscow Exchange and the London Stock Exchange, and the recommendations of the Corporate
Governance Code.8 We also pay close attention to current trends in corporate governance in Russia and
abroad.

ROSSETI is a strategic asset of the government.® The Company understands this high status and operates
in accordance with the requirements set by federal executive authorities.

8 Here and below, the Corporate Governance Code recommended by the Bank of Russia’s letter No. 06-52/2463 of April 10, 2014,
for use by joint-stock companies whose securities are admitted to regulated trading.
9 Pursuant to Decree of the President of the Russian Federation No. 1009 of 04 August,2004, ROSSETI is included on the list of
joint-stock companies whose shares are federally owned and the Russian Federation’s participation in whose management
provides the state’s strategic interests, defense capability, and security and protects the morality, health, rights, and legitimate
interests of Russian citizens.
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Principles of Corporate Governance

fair and equitable treatment of shareholders

efficiency and responsibility of the Board of Directors

control and accountability of the Board of Directors
and executive bodies

effective, transparent, and fair remuneration system

timely and complete disclosure of corporate
information

social responsibility and stakeholder relations

effective internal control and risk management

The Company continued in 2017 to improve corporate governance in line with changes to legislation and
Russian and foreign trends and in accordance with recommendations of independent consultants.

7++
“‘Developed practice of
corporate governance”
reaffirmed

+ we comply with legal requirements

* we carry out a considerable number of recommendations of the
Corporate Governance Code

+ the owners face a low risk of loss associated with corporate
governance quality

Implementation of the Recommendations of the Corporate Governance Code Recommended by the

Bank of Russia

Recommended by
the Code:

create the best possible
conditions for participation
in the general meeting of
shareholders

create the conditions for developing a
substantiated position on the agenda
items of the general meeting of
shareholders and coordinating their
activities

enable shareholders to
express their opinions on
the issues under
consideration

* Implemented by ROSSETI

+ shareholders can participate in the meeting by completing electronic ballots

+ shareholders are provided with an expanded list of additional information as part of
preparations for the meeting
« information for the meeting is published at least 30 days prior to the meeting

+ shareholders can use an online form to ask questions

+ shareholders receive answers to their questions about the agenda during the
meeting

+ shareholders can find advice about the agenda on the forum (during preparations
for the meeting)
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General Meeting of Shareholders

The General Meeting of Shareholders is the highest management body of ROSSETI. The procedure for
preparing and holding the General Meeting of Shareholders is governed by the Articles of Association'0 and
the Regulations for the General Meeting of Shareholders of ROSSETI. The Annual General Meeting of
Shareholders discussing the Company’s performance in 2016 was held on June 30, 2017.

Board of Directors

e Actsinaccordance with the laws of the Russian Federation, the Articles of Association, the Corporate
Governance Code, and the Regulations for the Board of Directors of ROSSETI"

o Consists of 15 members

e The quantitative and qualitative composition is optimal for achieving the Company’s current goals
and objectives and consistent with the industry’s practices

Two compositions of the Board of Directors acted during 2017.

Members of the Board of Directors of ROSSETI after June 30, 2017

Name Year of Birth Position 12

Alexander Valentinovich Novak 1971 Minister of Energy of the Russian Federation

Stanislav Olegovich Ashirov

B o e 1973 Director General, Mezhregionenergosbyt
Boris llyich Ayuyev 1957 Chairman of the Management Board, SO UPS
Oleg Gennadyevich Barkin 1975 Deputy Chairman of the Board, NP Market Council

Senior Vice-President for Innovations, Non-Profit

Vasily Mikhailovich Belov 1981 Organization the Fund for Development of the Center for

independent director Elaboration and Commercialization of New Technologies

Anatoly Viadimirovich Tikhonov 1969 Director General, Rus§|an Energ)'/ Agency of the Ministry
of Energy of the Russian Federation

Oleg Markovich Dubnov Advisor to the Director General, Institute of Professional

. . 1971 .

independent director Directors

10 Approved by the Annual General Meeting of Shareholders on June 30, 2017; available on the Company’s website at
http://www.rosseti.ru/about/documents/.

" Approved by the Annual General Meeting of Shareholders on June 30, 2016; available on the Company’s website at
http://www.rosseti.ru/investors/info/charter_and_internal_documents/.

12 The positions specified are as of the time of election.
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Alexander Sergeyevich Kalinin

) ) 1966 President, OPORA RUSSIA

independent director

Vyacheslav Mikhailovich 1967 Deputy Minister of Energy of the Russian Federation

Kravchenko

Andrey Yevgenyevich Murov 1970 Chairman of the Management Board, FGC UES

Nikolay Radyevich Podguzov 1974 Depulty Minister gf Economic Development of the
Russian Federation

Mikhail Igorevich Poluboyarinov 1966 First Deputy Chairman and member of the Board,
Vnesheconombank

Nikolay Dmitryevich Rogalev 1962 Rector, Moscow Power Engineering Institute

Special Representative of the President of the Russian
Sergey Ivanovich Shmatko 1966 Federation on International Cooperation in the Electric
Power Industry

Chairman of the Management Board and General

Nikolay Grigoryevich Shulginov 1951 Thesiar AU

Members of the Board of Directors of ROSSETI until June 30, 2017

Name Year of Birth Position '3
Alexander Valentinovich Novak 1971 Minister of Energy of the Russian Federation
Stanislav Olegovich Ashirov 1973 Director General, Mezhregionenergosbyt
Boris llyich Ayuyev 1957 Chairman of the Management Board, SO UPS
Oleg Gennadyevich Barkin 1975 Deputy Chairman of the Board, NP Market Council

Senior Vice-President for Innovations, Non-Profit
Vasily Mikhailovich Belov 1981 Organization the Fund for Development of the Center for
Elaboration and Commercialization of New Technologies

13 The positions specified are as of the time of election.
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Oleg Mikhailovich Budargin

Oleg Markovich Dubnov

Alexander Sergeyevich Kalinin

Vyacheslav Mikhailovich
Kravchenko

Andrey Yevgenyevich Murov

Nikolay Radyevich Podguzov

Mikhail Igorevich Poluboyarinov

Nikolay Dmitryevich Rogalev

Sergey Ivanovich Shmatko

Nikolay Grigoryevich Shulginov

1960 Director General, ROSSETI

1971 Advisor to the Director General, Institute of Professional

Directors
1966 President, OPORA RUSSIA
1967 Deputy Minister of Energy of the Russian Federation
1970 Chairman of the Management Board, FGC UES
Deputy Minister of Economic Development of the
1974 . .
Russian Federation
First Deputy Chairman and member of the Board,
1966
Vnesheconombank
1962 Rector, Moscow Power Engineering Institute

Special Representative of the President of the Russian
1966 Federation on International Cooperation in the Electric
Power Industry

Chairman of the Management Board and General

L2 Director, RusHydro

Key Issues Considered by the Board of Directors in 2017

Management of subsidiaries
in the key areas of their
activities

Strategic planning and
development

Defining of the position of ROSSETI (representatives of ROSSETI) on
the items on the agendas of the meetings of the boards of directors
and the general meetings of shareholders of subsidiaries and
dependent companies of ROSSETI

Approval of the Regulations for the Uniform Technical Policy in the
Electric Grids of ROSSETI

Approval of the Environmental Policy of the Electric Grid Sector
Review of the report on the implementation of the IT strategy
approved by the Board of Directors of ROSSETI, and the approval
of the Information Technology, Automation, and
Telecommunications Policy of ROSSETI (ITT Policy)

Review of the report on the implementation of the Long-Term
Development Program of ROSSETI
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Finance, investment, R&D

Budget and financial and
economic monitoring of the
ROSSETI Group

Procurement

KPIs

Approval of internal
documents

Audit, controlling, risks

Development of the production asset management system of
ROSSETI and its subsidiaries and dependent companies

Review of the consolidated investment program of ROSSETI for
2017 and for 2017-2020, including investment efficiency
evaluation

Review of the Concept of Setting up the Foundation for Research,
Development, and Innovation Support of ROSSETI

Services agreements in relation to organizing the operation of and
to developing electric grid facilities between ROSSETI and
ROSSETI subsidiaries and dependent companies engaged in
electricity distribution

Review of the RAS- and IFRS-based consolidated business plan
of the ROSSETI Group for 2017 and the forecast for 2018-2021
Approval of the ROSSETI Budget for 2018

Approval of the Regulations for Dividend Policy of ROSSETI and
the Model Regulations for Dividend Policy of Subsidiaries and
Dependent Companies of ROSSETI

Review of the scenario conditions for formulating the ROSSETI
Group business plan for 2018 and the forecast indicators for 2019-
2022

Approval of the Procurement Plan of ROSSET!I for 2017
Approval of a restated version of the Uniform Procurement
Standard (Procurement Regulations) of ROSSETI

Approval of the Technique for Calculating and Evaluating the Key
Performance Indicators (KPI) of the Director General of ROSSETI
and the Sole Executive Bodies of Subsidiaries and Dependent
Companies of ROSSETI as applicable from 2017

Approval of the Corporate Code of Ethics and Business Conduct of
ROSSETI

Approval of a restated version of the Program for Disposing of
Noncore Assets of ROSSETI and Subsidiaries and Dependent
Companies of ROSSETI

Approval of the Procedure for Selling Noncore Assets of ROSSETI
and Subsidiaries and Dependent Companies of ROSSETI

Review of the report on the organization, functioning, and
effectiveness of the risk management system of the ROSSETI
Group for 2016

Review of the internal auditor’s report on the effectiveness
evaluation of the internal control and risk management systems
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and corporate governance of ROSSETI and subsidiaries and
dependent companies of ROSSETI for 2016

Remuneration for Members of the Board of Directors

The system of remuneration for members of the management bodies and senior managers aims to
encourage and motivate people having high qualifications and able to ensure efficient management and
attain the Company’s strategic goals.

The Company’s policy on remuneration for members of the Board of Directors is contained in the Regulations
for Remuneration and Compensation for Members of the Board of Directors. 4

The Nomination and Remuneration Committee oversees the introduction and implementation of the
Company’s policy on remuneration for members of the Board of Directors. Any draft of the Regulations for
Remuneration and Compensation for Members of the Board of Directors is subject to prior review by the
Nomination and Remuneration Committee and is subject to consideration by the General Meeting of
Shareholders only at the suggestion of the Board of Directors.

Key principles of the remuneration policy:

A

remuneration is not paid if the Company has no net profit

remuneration is paid as a one-off payment for a corporate year (from election to
dismissal)

remuneration is not paid to executive directors, persons who are subject to a
statutory restriction or ban on payments from for-profit organizations, or members of
the Board of Directors if they participate in less than 50% of meetings

y<

remuneration is paid as resolved by the General Meeting of Shareholders

remuneration is paid in the amount depending on the Company’s financial
performance

there is no remuneration such as short- or long-term financial incentives, payments
for early termination of employment, nonmonetary perquisites, shareholder
payments, or remuneration for services provided for the Group’s entities

The members of the Company’s Board of Directors did not receive loans and did not enter into civil law
contracts, including property benefit contracts, in 2017.

Any member of the Board of Directors may decline to receive the remuneration, in full or in part, by notice
thereof to the Director General.

14 Approved by the Annual General Meeting of Shareholders on June 30, 2015; the meeting minutes are available on the Company’s website
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Any member of the Board of Directors shall be compensated for expenses in connection with participation in
a meeting in accordance with the rates applied by the Company to reimbursement for travel expenses.

The total amount of remuneration paid to the members of the Board of Directors was 6,971 thousand rubles.

Remuneration for Members of the Management Board and the Sole Executive Body

The motivation system for ROSSETI’s senior managers is aimed at incentivizing them to achieve the strategic
goals and increase the economic effectiveness of management. The procedures for determining and paying
remuneration is are governed by the Regulations for Financial Incentives for Senior Managers and include
the fixed and variable parts of pay.

The variable part of remuneration depends on attained key performance indicators (KPIs). The composition,
calculation techniques, and target values of KPIs are approved by the Board of Directors of ROSSETI
according to the goals of the Strategy for Development of the Electric Grid Sector of the Russian Federation
and the Long-Term Development Program of the Company.

Total Amount of Remuneration for Members of the Management Board (Types of Remuneration,
Thousand Rubles)
m thsd RUB

Bonuses 150 617

Salary 125 955

Other remuneration*
Remuneration for participation in the work of the
management body/financial and economic
control body

Benefits | 0

Commissionfees | 0

* including severance pay, compensation, and other payments in the event of the early termination of powers
Liability Insurance

ROSSETI takes out liability insurance for directors and officers (including members of the Board of Directors,
members of the Management Board, and independent directors) to indemnify the Company’s shareholders,
creditors, and other persons for their damage (losses) caused by the mistakes and unintentional acts
(omission to act) on the part of such directors and officers while they perform their managerial activities.
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The term of the insurance contract is from December 25, 2016, to July 24, 2018. The insurance premium
under the insurance contract is 22.4 million rubles, while the total insured amount (aggregate limit of liability)
is 10 billion rubles. The liability insurance contract provides directors and officers with coverage consistent
with international insurance standards as to insured risks and indemnity limits.

Internal Control System

The internal control system (ICS) assures not only safe business development but also the stable functioning
of social systems, which is of particular importance to the electric power industry.

Internal Control System

Internal Control Activities of
the ROSSETI Group

Goals of the Internal Basic Documents SN
Control System - COSO Internal Control - Integrated
- efficiency and productivity of ~ Framework - risk assessment
activities .
. , - Corporate Governance Code Il G i CampEry
- compliance with legal activities

requirements and the

Company’s local regulatory - Internal Control Policy of ROSSETI - verification of results of business
documents , , transactions

- Strategy for Developing and Improving the
- reliability, completeness, and  Internal Control System of ROSSETI and - analysis and updating of internal
timeliness of the Company’s Subsidiaries and Dependent Companies of ~ documents
accounts and records ROSSETI

- self-assessments of executives

- internal audit

Roles of Participants in the Internal Control System

Internal Audit Commission: exercising control of financial and economic activities; preparing
proposals/recommendations to improve the internal control system

Board of Directors: approving internal documents; controlling the activities of executive bodies in the principal
(high-priority) areas; reviewing the results of the evaluation of internal control system effectiveness

Audit Committee of the Board of Directors: carrying out a preliminary review of the results of the evaluation
of internal control system effectiveness; preparing proposals to improve the internal control system

Executive bodies: ensuring that the effective internal control system is created and kept in working order
Divisions: implementing the principles of the internal control system
Internal control division: building up and improving the internal control system

Internal audit division: conducting internal audit; making the internal evaluation of internal control system
effectiveness; preparing recommendations to improve the internal control system

The Company takes a unified approach to organizing its internal control system.
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Accountability

Internal Audit

Shareholders

Accountability

Board

Information

Commission

of Directors
(committees)

Approval of the Policy

and regulatory documents
Supervision of the ICS
Proposals to improve the ICS

Reporting

Recommendations
to improve the ICS

bodies

Executive

Information
Recommendations
to improve the ICS

Approval of local
regulatory documents
Suppart for ICS operation

|

Business
units

Accountability
Proposals
to improve the I1CS

Internal
control division

Methodology

Subsidiaries
of the Company
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Interaction between
the Company and subsidiaries
under shareholder laws

]



7. Risk Management

PJSC ROSSET!I’s performance is affected by risks determined by a number of external factors. Risks are
mostly due to macroeconomic factors impacting the Russian economy and certain areas of the Company’s
activities.

The list of such risks provided below is incomplete since there are other risk which are currently not
significant, but may have an adverse impact on the Company’s activities if the probability of their occurrence
and the level of their significance become higher.

Industry-Specific Risks

Since PJSC ROSSETI does not perform any direct operating activities and only carries out corporate
management of its subsidiaries and dependent companies (SDCs), the industry-specific risks described below
are primarily associated with the Company’s SDCs.

Tariff risks

The core activities of the Company’s SDCs, the provision of electricity distribution and transmission services
and network connection services, are subject to regulation by the government. Taking account of these
special features of PJSC ROSSET!I’s operations, the Company’s industry-specific risks affecting the strategic
priorities of PJSC ROSSET!I’s development include risks associated with tariff regulation. The government's
tariff regulation policy provides for a change in grid organizations’ regulated tariffs in 2016—2018 for the index
lower than actual inflation, which leads to the risk that regulatory authorities may impose a pool of tariffs that
would not make it possible to take into account economically feasible revenues.

The risk that regulatory authorities may set tariffs lower than an economically feasible level arises out of the
following factors:

- economically feasible expenses incurred by grid companies are not taken into account in full in the course
of approving tariffs;

- dividend payment expenses in accordance with directives of the Government of the Russian Federation,
actual loan debt service expenses, etc. are not recognized as economically feasible;

- a mechanism for redistributing minimum regulated revenue is applied to smooth out tariffs;

- the ceiling value of cross-subsidies established by the Government of the Russian Federation is limited
without due consideration to the objective factors of its growth;

- compared with the indexation of grid tariffs, grid organizations pay more for electricity network losses as a
result of an outstripping growth in prices in the wholesale electricity market;

- network connection services are subject to existing and new preferential terms while connection costs are
on the rise.

Another tariff risk is that the actual indicators of electricity and capacity consumption are different from the
indicators taken into account in the course of making tariff and balancing decisions, including as a result of
changes in consumption patterns.

These tariff risks result in a shortfall in tariff revenues received by SDCs from the regulated activities.
32



Risk management related to tariff regulation is carried out in the following areas:

- interaction with executive authorities of constituent entities of the Russian Federation in government
regulation of tariffs in course of designing economically feasible tariffs;

- interaction with federal executive authorities (the Federal Antimonopoly Service, the Ministry of Energy, the
Ministry of Economic Development, etc.) in order to systematically improve the principles of tariff regulation;

- appeals filed against regional regulators’ decisions by applying the pre-trial resolution of disagreements and
by having resort to court proceedings.

The Company also cooperates with federal executive authorities in introducing changes to legislation in
relation to the fair distribution of cross-subsidies among all customers, the elimination of grid companies’ lost
income resulting from the termination of last mile agreements, and the practical application of agreements
for regulated activities with regional tariff regulators to hold territorial grid organizations’ lost income resulting
from interrupted electricity consumption at a fixed level and define a mechanism for settling such lost income.

In addition, to minimize these factors, the Company and SDCs pursue a balanced policy on improving the
efficiency of investing and operating activities, aimed at reducing costs and optimally planning the structure
of the financing sources.

Risk associated with the decreased volume of electricity distribution services

The risk associated with the decreased volume of electricity distribution services and affecting the strategic
priorities of the Company’s development is due to the following factors:

1) Overall decline in electricity demand

The principal reason is Russia’s contracting investment activity and adverse changes in market conditions,
chiefly in the hydrocarbons and metals markets, amid international sanctions. Statistics show the continuing
decline in industrial production in the Russian Federation.

2) External electricity supply optimized by customers decreasing electricity consumption from Russia’s United
Power System (Unified National (All-Russian) Electric Grid) and making increasingly wide use of inhouse
generation facilities.

The negative factors affecting Russia’s socioeconomic activities were a fall in real household income, a
higher level of inflation, a rise in production costs, etc. In order to minimize this risk, the Company and SDCs
carry out measures to enhance the reliability of the predicted volume of electricity distribution services for
pricing and business planning purposes.

Risks associated with the provision of network connection services for requesting entities affect three
aspects: a possible shortage of financing sources for measures to perform contracts, the nonperformance of
a network connection contract by a requesting entity, and a requesting entity’s failure to utilize the capacity
provided.

The principal risk associated with the provision of network connection services is the risk that financing
sources may be insufficient for measures to perform network connection contracts.
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Factors contributing to this risk are associated with preferential terms provided for customers and with
amendments to Russian laws in relation to network connection fees for power-receiving equipment rated
below 150 kW.

To minimize the risk, the Company takes the following measures:

- formulating and submitting documents to tariff regulation authorities to justify lost income from network
connection services and the economic feasibility of network connection fee rates;

- optimizing technical solutions as part of the preparation of technical specifications for network connection.

The Group also improves approaches to organizing the business process related to the performance of
electricity network connection services and works on amendments to legal regulations to set economically
feasible network connection fee rates.

The second most important risk is the risk that a requesting entity may fail to perform obligations under
network connection contract, including the refusal of connection. This leads to the no utilization of
commissioned equipment and to lost profits from electricity distribution services.

In order to mitigate this risk, SDCs cooperate with requesting entities, including explaining the necessity of
performing obligations under network connection contracts, together with the implications of their
nonperformance (penalties, extended deadlines), and file claims against requesting entities for grid
organizations’ damages in relation to abandoned network connections, including damages payable to
superior grid organizations.

The risk that a requesting entity may fail to utilize the capacity provided is associated with newly connected
customers’ failure to comply with such planned parameters of provided and accepted loads as specified in
network connection requests.

To mitigate the risk, the Company monitors the maximum capacity specified in network connection requests,
cooperates with regulatory authorities in preparing the schemes and development programs for the electric
power industry of constituent entities of the Russian Federation, and informs requesting entities of main
substations’ available capacity in the relevant region, including explaining the procedure that should be
followed if any requesting entity is interested in being connected to underutilized substations.

Risk associated with the failure of customers to pay for provided electricity distribution services (contested
and uncontested overdue receivables).

This risk arises from imperfect operation mechanisms of the retail electricity market and from the insufficiency
of existing mechanisms for encouraging customers to make timely payments for electricity distribution
services and also results from macroeconomic factors.

This entails disagreements between electric grid companies and retail companies over the volume of
consumed electricity and capacity. This leads to overdue receivables related to electricity distribution services
provided by SDCs, impairing the liquidity and financial stability of the Company’s SDCs.

The Company and SDCs take measures to eliminate the causes of disagreements, reduce contested

overdue receivables for their services provided, cooperate with federal governmental authorities in preparing

amendments to the rules for the operation of the retail market, form judicial practice, and set positive

precedents. In addition, the Company’s SDCs implement the Long-Term Development Programs for
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Electricity Metering Systems in the Retail Electricity Market in Distribution Grids of PJISC ROSSETI's SDCs
approved by their boards of directors.

A significant factor influencing the level of payment for provided electricity distribution services is an
imbalance in the existing incentives for the fulfillment of obligations in the wholesale and retail electricity
markets. The risk of losing the Wholesale Electricity (Capacity) Market entity status due to failure to comply
with extremely tight payment schedules motivates customers (mainly, suppliers of last resort) to give priority
to the obligations to pay for electricity purchased in the Wholesale Electricity (Capacity) Market while paying
for electricity distribution services on a secondary basis.

With the aim of minimizing the risk of nonpayments, the Company implements the Program for Improving the
Efficiency of Measures to Reduce Receivables for Electricity Distribution Services.

Since the Company does not perform any direct operating activities and its core business is corporate
management of SDCs, there are no risks associated with possible changes in any prices of raw materials
and services used by the Company or associated with possible changes in any prices of the Company’s
products and/or services, which risks may affect the Company’s activities and the performance of its
securities-related obligations.

Country and Regional Risks

Since PJSC ROSSETI does not perform any operating activities and is only in charge of corporate
management, country and regional risks are primarily incurred by the Company's SDCs.

Risks associated with the political and economic situation in the country and regions.

Country and regional risks incurred by the Company and SDCs are determined primarily by macroeconomic
factors existing globally, nationwide, and at regional level. These factors may cause the risks that will
eventually lead to a reduction in the Company's and SDCs' revenues and affect their shareholder value.

The volatile external conditions, international sanctions, lower credit ratings, higher inflationary pressures
contribute to the ROSSETI Group's economic decline in the regions and an increase in borrowing costs and
lead to the risk of a potential growth in SDCs' receivables.

With the aim of mitigating the macroeconomic risk, the Company and SDCs take comprehensive measures
to optimize the share of borrowings in their total capital, take out fixed interest rate loans, and enhance the
efficiency of operating and investment expenses.

The impact of macroeconomic risks on the volume of electricity distribution services provided by the
Company's SDCs and measures to minimize the consequences of materialized risks are described in more
detail in Section 2.4.1 "Industry-Specific Risks."

Risks associated with possible militazy conflicts and their implications, imposition of the state of emergency,
and strikes in the regions.

A significant contributor to the uninterrupted operation of the Russian electric grid sector will be efforts to

ensure the safety and security of its facilities. Damage to SDCs' activities can be caused by illegal

interference in SDCs' operations, including acts of terrorism, as well as international terrorism, and by

nationalists from certain countries. These acts, along with potential governmental counterterrorism measures

and the imposition of the state of emergency in certain regions where the Company's SDCs operate, can
35



have an adverse effect not only on fulfilling SDCs' functions specified in the Strategy for Development of the
Electric Grid Sector of the Russian Federation in general but also on the amount of investment and on the
value of the Company's securities. However, the Company estimates that these risks are unlikely to occur.

Risks associated with the geographical characteristics of the countrv(ies) and regions, including the potential
effects of natural disasters, interruptions to transportation due to remoteness and/or inaccessibility, etc.

The Company's SDCs operate in a considerable area of Russia with diverse climatic, natural, and
temperature conditions. Therefore, there are risks associated with natural and climatic emergencies
(hurricanes, heavy rains, high water and floods, snow drifts, icing, power outages due to fires, domestic gas
explosions, etc.). This can result in interruptions to the region's electricity supply and transportation.

Risks associated with high likelihood of natural disasters and with possible interruptions to transportation due
to remoteness and/or inaccessibility are assessed by the Company as negligible.

Financial Risks

Risks associated with exchange rate changes

Currently, all revenues and an overwhelming majority of operating and investing expenses of the Company
and its SDCs are denominated in rubles. PJSC ROSSETI and its SDCs do not have any foreign currency-
denominated loan debts or any investments in foreign companies whose value is exposed to risks associated
with exchange rate changes.

Exchange rate changes have a certain adverse impact on the Company’s financial and economic
performance. Information about the impact of currency fluctuations on the implementation of capital
investment programs is contained below.

Risks associated with interest rate changes

The Company and SDCs borrow to refinance debts and finance SDCs'’ capital investment programs. The
loan portfolio of the Company and SDCs consists mostly of fixed interest rate instruments. To reduce the risk
of higher interest costs, the Company and SDCs take measures to minimize the loan portfolio, including by
means of optimizing their operating expenses and capital investment programs and by means of using their
own funds to partially repay debts.

Risks associated with the effects of inflation

Changes in the consumer price index have certain effects on SDCs’ interest costs, profitability, and,
consequently, the financial condition of the Company and SDCs and their ability to perform obligations. The
government’s monetary policy and the electric grid sector’s tariff regulation policy give consideration to the
consumer price level, changes in the actual purchasing power of the ruble, and the situation in the electricity
markets, which impacts companies’ profitability.

Risks associated with possible failure to receive money from bank accounts

The Company and its SDCs are provided with payment and cash services by Russian major banks, which
minimizes the risk that they may fail to receive money from bank accounts. The risk associated with the
possible nonrepayment of fixed-term deposits is minimized by setting ceiling limits on deposits with
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counterparty banks (as a percentage of banks’ asset value as of the latest balance sheet date) and monitoring
compliance with such limits.

Risks associated with impaired financial stability and financial solvency

These risks are determined by the simultaneous and unidirectional effects of several factors, and it is
reasonable to single out the following factors:

- set tariffs;

- lower financial solvency of electricity consumers;

- lower volume of electricity distribution services provided;

- inflation factors (higher loan interest rates, inflation, changes in US dollar and euro exchange rates, etc.);
- volatility in the financial markets;

- increased number of network connection requests.

The Company and SDCs manage the risk of impaired financial stability and financial solvency by optimizing
their capital structure, monitoring compliance with debt limits under the Regulations for Credit Policy
approved by the Boards of Directors of the Company and SDCs, pursuing a policy on receivables and
payables management, and implementing other measures that help minimize the potential adverse impact
of this risk on the Company and SDCs.

Legal Risks

The Company builds its activities on compliance with the applicable legal regulations of the Russian
Federation, including currency, tax, and customs laws, and monitors amendments thereto on an ongoing
basis.

The Company does not expect any short-term maijor risk in its financial and economic activities associated
with radical changes in tax law and currency control or changes in the rules of customs control and duties.

In general, to minimize various legal risks the Company, on a mandatory basis, conducts preliminary legal
review of planned corporate procedures, conducted transactions and other aspects of financial and economic
activities provided for by the applicable laws and/or Articles of Association of the Company. Additionally, the
Company updates local regulatory documents with respect to claim-related work.

Reputational Risk

Activities of the Company and SDCs are aimed at fulfilling all of their obligations to customers and
counterparties. The Company and SDCs are constantly working to secure a reliable and uninterrupted power
supply, improve the quality of their services, and increase their customer focus, i.e. achieve the goals defined
by the Strategy for Development of the Electric Grid Sector of the Russian Federation. The successful
accomplishment of these goals and objectives determines the Company's reputation to a great extent.

In order to mitigate this risk, the Company and SDCs pursue the uniform Policy on Society, Customer, and
Government Relations and interact on a constant basis with all stakeholders via several communication
channels, including the Internet.
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Since SDCs of PJSC ROSSETI are natural monopolies, it is unlikely that they will be affected by a
considerable outflow of customers and suppliers or by a decrease in the volume of services due to the
possible impact of adverse reputational factors.

Strategic Risk

The long-term development areas of the entire electric power industry as a key industry and the Company
and SDCs are determined by the government. Ordinance of the Government of the Russian Federation No.
511-r of April 3, 2013, approved the Strategy for Development of the Electric Grid Sector of the Russian
Federation.

The Company's Long-Term Development Program approved by the Board of Directors of PJSC ROSSET is
intended to ensure the achievement of the targets set by the Strategy with due consideration to PJSC
ROSSET!'s authority and the current economic situation.

The Company's Long-Term Development Program is an internal policy document covering the period from
2015 to 2019 and containing the lists of mechanisms and measures to ensure the achievement of PJSC
ROSSET!I's strategic goals.

In order to minimize possible risks associated with the achievement of the Company's strategic goals and
objectives due to potential changes in the internal and external environments of the Company's and SDCs'
operations, the Company organizes the periodic monitoring of how the Long-Term Development Program is
carried out and regular external audits of its implementation.

Risks Associated with the Issuer’s Activities

Risks associated with pending legal proceedings in which the issuer participates.

In the reporting period, legal proceedings were initiated by IDGC of Centre, PJSC’s minority shareholders
against the Company. PJSC ROSSETI acts as the respondent in the legal proceedings. The risks related to
the consideration of this dispute are mainly reputational.

Risks associated with the impossibility of extending the issuer’s license to perform a certain type of activity
or use constrained assets (including natural resources).

The above-mentioned risks do not exist, since the Company neither performs nor plans to perform any
licensable activities specified in the laws of the Russian Federation or use constrained assets (including
natural resources).

Risks associated with the possible liability of the issuer for third-party debts, including the issuer's
subsidiaries.

Currently, the Company is not liable for any third-party debts since the Company did not collateralize such
obligations. However, the Company provided suretyship to secure the performance by PJSC ROSSETI’s

subsidiaries of their obligations as part of the implementation of the Smart Grid Construction Investment
Project pursuant to Ordinance of the Government of the Russian Federation No. 1059-r of June 16, 2014.

Risks associated with the possible liability of the issuer for third-party debts and obligations are assessed by
the Company as negligible.
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The Company can assume liability for the debts owed by its SDCs if the Company’s instructions binding upon
SDCs cause losses or bankruptcy to such SDCs. However, the Company uses its best efforts to prevent
such situation and maintain SDCs’ financial stability. The above-mentioned risks are unlikely to occur.

Risks associated with the possible loss of customers accounting for at least 10 percent of total revenue from
the sale of the Company’s products (work, services).

Since the Company’s core business is the corporate management of SDCs, the Company does not incur the
risk of customer loss.

The Company does not conduct direct operating activities, and its core business is the corporate
management of SDCs. The principal risks associated with SDCs’ activities are as follows:

- operational and technological risk;
- investment (project) risk.

Operational and technological risk.

One of the main type of operating activities conducted by the Company’s SDCs is to provide electricity
transmission and distribution services. Operational and technological risks affecting this activity type include
the risk of impaired electricity supply reliability.

The following factors contribute to operational and technological risks:
- natural and anthropogenic emergencies impairing the operating capability of electric grid equipment;

- a high proportion of equipment with an expired standard operating life, delays in deciding on measures in
relation to equipment;

- nonfulfillment of regulatory and technical requirements as related to failure to conform to the permissible
values of the process parameters of electric grid equipment’'s operation; mistakes made by operating
personnel and resulting in emergency situations.

If these risks materialize, this may have a material economic and reputational effect on the Company.

In order to minimize the impact of the above-mentioned factors, the Company and SDCs take the following
organizational and technical measures:

1. Raise the level of traceability and manageability in the electric grid sector and reduce the time of remedying
emergency situations:

- optimizing operational process and situation control systems;
- developing and improving automated operational process and situation control systems;
- improving systems for analyzing process failures and forecasting their consequences;

- expanding the stock of reserve power supply equipment and the stock of vehicles and special equipment
for accident recovery work;

- improving the emergency reserve management system;
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- enhancing the performance of mobile accident recovery crews and improving the quality of their personnel;
- cooperating with electricity industry entities, the Ministry of Energy of the Russian Federation, the

Ministry of Civil Defense, Emergencies and Disaster Relief of the Russian Federation, the
Hydrometeorological

Centre of the Russian Federation (including in such areas as wildfire suppression, control of critical changes
in water body levels, glaze ice control, control of excess wind loads, and control of abnormal weather
conditions), executive authorities of constituent entities of the Russian Federation, and Electricity Distribution
Security Headquarters.

PJSC ROSSETI created a common database relating to the available resources of PUSC ROSSETI's

SDCs and preparedness for remedying emergency situations in the electric grid sector: the availability of the
emergency reserve, backup power sources, mobile accident recovery crews, and mobile substations and
factory assembled modular switchgear units; agreements with the Ministry of Civil Defense, Emergencies
and Disaster

Relief of the Russian Federation, the Federal Service for Hydrometeorology and Environmental Monitoring
of the Russian Federation, contractors, PJSC ROSSETI's SDCs and their branches, and territorial grid
organizations; participation in the federal commissions (headquarters) ensuring power supply security for
constituent entities of the Russian Federation; information on significant accidents, remedied large-scale
power outages, joint exercises, members of the Headquarters, and contact persons; schematic maps of
operated electric grid facilities, emergency preparedness certificates; interaction workflows for organizing
accident recovery work at substations (overhead lines).

2. Reduce the proportion of equipment with an expired standard operating life and switch over to repairs “as
necessary’:

- implementing and developing the production asset administration system;

- rehabilitating and modernizing electric grid facilities;

- putting newly built facilities into operation;

- carrying out the target-oriented programs to replace equipment;

- implementing the energy conservation and energy efficiency enhancement program.

3. Provide training and advanced training for production personnel and control their activities. Develop the
technical diagnostics system for electrical equipment.

Investment (project) risk.

Since PJSC ROSSETI does not perform any operating activities and is only in charge of corporate
management, the investment (project) risk is incurred by the Company’s SDCs.

The implementation of SDCs’ capital investment programs makes it necessary to mobilize both internal and
borrowed considerable financial resources conforming to the regulation parameters.
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In this connection, one of the investment risks is the risk of decreased financing sources for the capital
investment programs of PJSC ROSSETI's SDCs if the Company’s financial and economic condition becomes
worse.

As part of efforts to mitigate the investment risk, the capital investment programs of PUSC ROSSETI’s
SDCs take account of the following key efficiency criteria:

- raising the reliability and affordability of the grid infrastructure;

- reducing the physical deterioration of electric grid facilities and modernizing them;

- achieving a high utilization rate of commissioned facilities;

- optimizing technical solutions based on the necessity of excluding the use of imported equipment and
materials whose value is highly dependent on foreign exchange rates.

The Company conducts the annual monitoring of unit construction costs of investment projects as part of the
benchmarking and comparative analysis of unit construction cost indicators of subsidiaries and dependent
companies of subsidiaries/subsidiary subsidiaries and dependent companies of PJSC ROSSETI and their
branches.

The inadequate financing of capital investment programs and the need to optimize such programs involves
the risk that tariff revenues may go down in the event of failure to carry them out. There are also risks of the
delayed commissioning of facilities covered by SDCs' investment programs, possibly due to the
nonperformance or delayed performance by contractors and suppliers of their obligations. With a view to
mitigating such risks and improving the quality of investment project implementation, the Company fuffills the
requirements of methodological and administrative documents and uses independent construction
inspections at facilities of PUISC ROSSETI’s SDCs.
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8. ROSSETI Group Structure

Subsidiaries and dependent companies as of December 31, 2017

Name Location of head office
TRANSMISSION GRID COMPANY
FGC UES Moscow
INTERREGIONAL GRID COMPANIES
IDGC of Centre Moscow
MOESK Moscow
IDGC of Center and Volga Region Nizhniy Novgorod
LENENERGO Saint Petersburg
IDGC of North-West Saint Petersburg
Tyumenenergo Surgut
IDGC of Volga Saratov
IDGC of Northern Caucasus Pyatigorsk
IDGC of Siberia Krasnoyarsk
IDGC of South Rostov-on-Don
IDGC of Urals Yekaterinburg
DISTRIBUTION GRID COMPANIES
Yantarenergo Kaliningrad
TDC Tomsk
Chechenenergo, JSC Grozny
Kubanenergo Krasnodar
REGIONAL RETAIL COMPANIES
Karachaevo-Cherkesskenergo Cherkessk
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Kalmenergosbyt Elista

Tyvaenergosbyt Kyzyl
Kabbalkenergo Nalchik
Dagestan Energy Supply Company Makhachkala
Sevkavkazenergo Vladikavkaz

OTHER (R&D AND DESIGN, CONSTRUCTION, PROCUREMENT, AND SERVICE ORGANIZATIONS)

Ingushenergo Nazran
NURENERG Grozny
SKB VTI Moscow
ENIN Moscow
SevZap NTC Moscow
REC IDGC Moscow
Urals Power Engineering Company Yekaterinburg
JSC VNIPIENERGOPROM Moscow
VPEC Samara
ZES Moscow
Power Grid Optical Networks Engineering Moscow
NWEMC Saint Petersburg
IT Energy Service Moscow
Engineering Center UES Real Estate Moscow
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9. Responsibility Statement
The Management Board confirms that to the best of their knowledge:

1. The financial statements, prepared in accordance with International Financial Reporting Standards, give
a true and fair view of the assets, liabilities, financial position and profit or loss of the Company and the
undertakings included in the consolidation taken as a whole; and

2. The management report includes a fair review of the development and performance of the business and
the position of the Company and the undertakings included in the consolidation taken as a whole, together
with a description of the principal risks and uncertainties that it faces.

By order of the Board of Directors,

D. V. Nagovitsyn

Chief Accountant
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10. Glossary

PJSC «ROSSETI»
(ROSSETI)

GDP

GVA

FGC

IDGC
ICS
IFRS
KPI
kWh

kV

MICEX Power Index

NC
oL
SDCs

UPS

Public Joint Stock Company «ROSSETI»

Gross domestic product

Gigawatt-ampere

Federal Grid Company of Unified Energy system,
Joint Stock Company

Interregional Distribution Grid Companies
Internal control system

International Financial Reporting Standards
Key performance indicators

kilowatt hour

Kilovolt

MICEX Power Index. The Sector Indices are market capitalization
weighted indices calculated based on prices of the most liquid shares of
Russian issuers operating in the relevant economic sectors, admitted to
trading on MICEX Stock Exchange, and included in the Broad Market
Index calculation base.

Network connection
Overhead line
Subsidiaries and dependent companies

UPS United Power System of Russia
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11. Contacts
Registered address: 4, Belovezhskaya st., Moscow, 121353, Russian Federation
Correspondence address: 4, Belovezhskaya st., Moscow, 121353, Russian Federation
Location: 4, Belovezhskaya st., Moscow, 121353, Russian Federation
Phone: +7 495 995-5333 (from 09.00 till 18.00 Moscow time)
Phone/Fax: +7 495 664-8133

E-mail: info@rosseti.ru
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12. Application

Consohdated financial statements of
Public Joint Stock Company EOSSETI and its subsidiaries
prepared 1n accordance with
Internztionzl Fimancial Eeporting Standards
for the vear ended 31 December 2017
with mdependent anditor’s report
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v etr - 2yl INDEPENDENT AUDITOR'S REPORT

To the Sharchoiders of Public Joint Stock Comparty "ROSSETT™ (PJSC "ROSSETI")

Opinion

We harve audiled the corsolidated Snancial stalements of PJSC "ROSSETT and #s subskdianes [the Group), which
compnise the Corsolidated Statement of Finandial Postion as of 31 December 2017, and the Corsclidatad Statement
of Profit or Loss and Other Comprahensve Income, Consolidated Statement of Changes in Equity and Consalidated
Simement of Cash Flows for the year then endad and notes to !ha consoldated financlsl statements, inchuding @
summary of significant acoounting pofcies.

In our opnion, the accompenying consolidated financal statemenrts present faicly, in all materisl respects, the
corsolidaled Anancial position of the Group a8 at 31 December 2017, and its consoldated financial parformance and
its consclidated cash flows for the year then ended in accordance with Interational Financial Reporting Standerds
{IFRSs),

Basls for Opinlon

Ye conducted cur audt in accondance with Fematorad Standards on Auditing (1SAs). Qur responsibitizs under those
standards are further described in the Auditor's Responsiiitios for fhe Avdt of the Consobdafed Finscial Stalemants
saction of our repot. We are independent of the Group in sccordance with the Intematonal Ethics Standards Board
for Accountants” Code of Effves for Prafessianal Accounfants (IESBA Code) togamhar with the ethical requirements that
are rekevant 10 our sudit of the consolidaled financd statements n Russian Federaficn. and we have Ruffiled cur other
ethical responsibiities in aocordancs with these requrements and |ESBA Code. We believe that the audit evidence we
have obtzined is suficient and approprials to provide a bass for our cpinien.

Key Audit Matters

Ky audit matiers are those matters that, in our professional judgment, were of most significance n our audit of the
eocanlidaind francial striements of the current perod. These matters wers addressad in the context of our audil of
tha consolidated financial statements 28 2 whole, and in foeming our opinion thareon. and we do not provide 3 separale
opinion on these matters

Revaluation and impairment of property, plant and equipment

I our opnion, this matter was ana of most sgniicance in cur audR due to 8 sgnifcant share of property, plant and equipment
in Yot assets of he Group, high level of subjectivity of assumpfions usad 1o detenmine the fair value as wel as matenalty of
judgments and estimates made by the managament in deterining the replacement cost of property. plant and equipment.

The majority of the Group's property. plant and equibment is spedialized i nature and is ravely 30k on the open market cther
3
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than as parl of a continuing business, making & impassibée 10 use rarkel-besed apoeoaches Tor delermining its far vake:
Consequantty, the fair walua of such tems i pemanily detemmingd by the Group using depreciated replacament coal valualion
mathod.

‘We have perforned procedures of analyses and testing of the model wsed in making the eslimatas, sss==sment of
adequacy ol assumplians underying the asSmates, including asaumplions in respect of progected ravanue, tenifs
solutians, discount rales eic

We have also reviewed the redevan! conbrols in respect of the esimates, considaration by managemant of estimation
urcerininty and changes in appraaches as compared o iha prenvous penod. We hase revewed The actual aulcames
of the use of fe model ko obrlain sufficient and appropriale sudt evidence sbout whelher the management in making
the eslimates complisd with IFRE requiramants, e mednods used inegtimetes of lests ane apprapriale and are applied
cansslenty and the changes in asimates are reasonable based on infomialion available 31 e dale of preparadion of
Ihe: acoounts,

For tesing the moded of estimale and undedying assumpions, we have engaged an exper! in accordance with the
procecure eslablshed by 15A,

Wa hava evaluated the sccuracy and sufficiency of disciosures t the consolidated finandal ststements of nformation
about determination of the fair value of prapery, plant and equipment, ncluding imformation about unceniairbies laken
inko considaration when making e esfimales,

Information about proparty, plant and aquipmant, the manner of recognlion and messumment of the Group's proparty, plant
and aqupmant i5 prowded in Motes 3, 4, 14 10 the consalidabed francial stidements.

Impaimment of accounts receivable

In g pgrirecn, i mather was one of most sgniicanca in our sudk due o signifizant kalances of aecounts ecehabie as ot
N Decemiber 217, The management estimale of recoverabiity of accounts recaable & compex, Bngely subjecive and
bassd on the assumptors, in particular, forecasing inancial solvency of e Group's counlerpaties.

W have perfomed procedunes of evabstion of the adequacy of the Group's policy an reviewing accounts recesable and
determinieg I alowanas for impairment should be accneed, as wall as procedures of confinming the reasonableness of the
eshenates made by the management of the Group, inchuding specific chareciensics of speciic clents, el fnancial sakency,
dynamics of calbection of accounts recanabie, paymants and erangements afer e balance-s hesl dale, a5 well a5 mview
o expechid hture cash flows.

Ancrued albomance for mpaiment of accounts secehvabie & deciosed by e Group in Noles 10, 19 and 28 o the consclideled
financial statemenis.

Agsesament of conlrol and significant infiuence in respect of the Group entities

Imur apemion, this matier was ane of most signiicance in our audt of the consolidated fnandial staements becausa in July,
2016 the Group lost conirol pver tha subsdiary OUSC “Nursneroe” tallowing the oo ruling, A5 a resul, gain fom loss of
corinol over the subsidiary in the amcunt of RUE 12,659 min. wes recodnized in the 2018 corsolidated francial siatements
In Janusny, 2017 folowing the ruling of e cour of appeal, e previous eour decision was meaked, as a esult, the Sroup
agan chaned control aver CLUSC "Murenene”

O 27 October 20107, the Commesal Court of the Chechen Repubiic daclared OJSC “Nurenergo” benkrupt and intiated a
sii-mnonth iquidation proced use untl 27 Bpdl 2018

Az a1 Dacembar 2017, the Group reviewsd &l e facs and corditons and concduded thal saneal aver Ihe Subsidian wes
o5t a5 &t that dae and darecodnized the sssels and labiliies of QUSC “Nurenenge”.

The ret efiect tom hess rarsadions was a ks of RUE B8 min, mcognized in the Consalidated Statement of Profitor Loss
and Ofrer Comprehersive: Income tor e pear erded 31 December 2017,
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We hawe perdormed procedures of evaluation of compleleness and accuracy of recogniton of Fansacions related 1o luss of
control and their dsclasures in the consolidated financial sistameants.

Informiation sbout chiarges in the Group & provided in Nows 2 and § 1o e consoldated financial statements.

Recognition of results from revalustion of available-for-sale financlal Investments

I our apinion, this mafer was one of most sgnilcance in our audil of he conscldaled frarcal staements bocsuse a
significant axpensa from revaluaion of avalable-brsale inancid invesiments in the amount of RUB 8608 min. is recogrized
In $e corsoidaied financial stalements. This xpense was formed a5 result of significart decrease of quatasons of the
Group's fnancial invesiments in shares of PISC “Inter RAD'

Ve have performed procedures of evaluation of compleleness and socursey of recogriton of expenzas fom revalsation of
financial Investmants in the consolidated Snancidl stalemants, analyzad I thare wess Lurdamentdl factors of the seduction of
the market value of shares of PJSC “Inter RAC" an reviewed e complelenass of discksure in the consoidated Snancial
SIFEments.

Informaton about changes in quoisbors of shames 5 provided by the Group in Noke 16 1o the corsolidated fnancil
saements.

Recegniticn and measurement of revenue

Recognition and measuremant of revanug wera matiers of most significance in aur audit due to cartain mparfection of
mechanisms of operation of ratal electnciy market and it leads to disagreements between electric grid compenies and
energy supply compenies in respect of voluna of elecindty consumption and cagacty. The assassment by the Group's
management of favorable outcome of the dispule resolution 15, ¥ a large axteet, subjective and & based on he
assumptions of dspute resolution,

We evaluated the msernal control over revenue recognition, reviewed the accuracy of deseemined revenua amounts
based on concluded contracts for elacricity transmission and othar work (services), on a sample basis obtaned
corfirmations of accounts recewable balances from the counterparties, reviewed and evalualed enstng proceduras
for confrming the volume of alectricity transmitied and outcomas of Iifgations in respact of disputed amounts for the
provided sarvices, and akso perfonmed other procedures to cbtain sufficient and sppeopniate sudid ewdencs, in order o
confrm the accuracy, in 3l matenal respects, of the amounts of revenues recognized in the consclidasd francial
statamants.

Revenue is dsdosed in Notes 7, 8 1o the consolidated francial statements

Recognition, measurement and disclosure of provisions and contingent lablities

Recogniion, measwement and disdosure of provsians and contingent Sabilties in respect of litigstons and clams of
courterparies (incuding leritorsd electric grid companies and energy Supply companies) were matlers of most
signifcance n o audit becase they requing a ot of management judgments in respedt of signiicant ameunts in
aspule in the course of lilgasens and clam seltemenlts,

The audk procedurss included review of court ruings made by courts of different levels. review of adequacy of
managament judgments and documenss confirming the assessment of possibilty of outfiow of econamic rescurces
following depute resolutions, conformity of e prepared documentation wilth the exsting cortracts and complance
with tha aw.
Provisiors and contrgert labiibes of the Group are disciosed in Notes 10, 27 and 31 to the consoldated financal
slatements.



iOther fnformation

Maragament is resporsibie far the other information, The: ofher information comprises tha information includied in e
annual repor of PUSC "ROSSETI" for 2017 and the quaniary report of the ssuer PISC "ROSSETI® for the 138 guarer
of 2018, bunt doss nat include The consolidated fnancial statemenits and our auditor's report therson. The annual report
of PUSC "ROSSETI for 2017 and the quartirly report of the issver for the 13t guartsr of 2018 are expected to be made
available by s after the date of this audilor's repor.

Cuwr coinion on e comsolidaled finandal stsements does not cover the afer informaton and we do fol axpress any
form al assurance candusion fhareon

When we read the annual nepon of PJSC "ROSEETI far 2017 or the quartary repart of the issuer PISC "ROSSETE
far the 1=t guarer of 2018, F we conclude thet there ers meledsl miststements therein, we are required (o
comimunicats the matter 1o those charged with goeemanca,

Responsibilities of Managament and the Audit Committes of the Board of Directors for the Consolidated
Financlal Statements

Management is resporsible for the preparation and fair presaniation of the consolidated financial sialaments in
accordance with [nbemational Financial Reporing Stendards, and for such imemal cantrel as marsgemeanl delammes
is necessany o enable the preparation of consolidaded Anancial staternents that am free from material misstalemnent,
wihathar dua o fraud or amar.

Ini praparing the consclidated finencial stalements, management |5 respensinie for assessing the Group's abikty 4
continue &8 a gaing concam, disciasing, ag applicabe, maners related 19 Jing CONDEM and using the oorg coNCRM
Basis of accaunling unkess management either inlends ¥ liquidae the Group of to cease operalians, or fas no realishc
altamative but ta do 50.

Thia Audit Committes of tha Boand of Direcions s responsible far oversesing e Geoup's finansa reporting process.

Audifor's Responsibiities for the Audif of the Consolidated Rlnanclal Stataments

Qlur chjectims are bo chizin reasonable assurance about whether $he consolidaled francial stalemants as a whole ans
fresa from matenal misstatement, whether dwe to fraud or ermor, and bo isswe an audiar's report $hat inchudes aur opinion.

Reazonabie assurance |s a hgh level of assurance, bt is not a guaramee that an sudit conducted in sccordance with
1545 will aheays detecl & malerial messtalement when i exils, Msstasements can arse om fraud o ermor and ane
cansrersd matanal i, indridualy or in the aggregabe, thay could reascnably be expected 0 infleence fha sconomic
dectzlons of users teken on the basis of these corsolidated finandal stalements.

Az part of 8n audt in accandance with 1543, we exercse professional judgment and meintain professional skaplicism
througheut the audi. We also;

= |dentify and assess be ks of malenal msstalement of the consoldated fnancial stelements, whedher due
o frawd ar emar, design and perlarm Budit procedures responsive to those risks, and obtan audk evidence
that is sufficient and approgrizie to provide 8 besis for our opricne The risk of not detecting a material
misstatemnent resulling from fraud i higher than for one resulting Irom efrer, as Irawd may invelve collusen,
fargery, imentianal amissions, misrepressrtationg, or the avemide of intemal control.

« Obiain an undarstanding of intemal comirol relevant 52 the audit in onder o design audit progsdunss that ang
approprials in the crcumstances, bul not far the purpose of expressing a0 apinion on the efectivenass of the
Group's inlermal corirl

= Evauate the approprislaness of eccounting policies used and the mescrableness of accounding esimates
and related dischosunes made by management

= Conclude on the spproprateness of managemsant's use of the going concem basis of accounting and, based
an the audit evidence obiined, whethar a mafenal urceriarty exists rdated o evenls af oondilions Ml iy
caxsl sgnificant dowbd on the Group's abilily bo sonlirue &3 a gaing cancem. [f we concluda thal & material
ungastainty exists, we are required 1o draw attendion in our seditor’s mper B the melaied dsdosunes in the
consolidaied fnancial statements or, i such disclosures are inadedquste, to modiy our apinion. Our
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conclusions are besed on the audit evidanca ablzined up 10 the date of owr suditor's report. However, Adure
everts or conditons may cause the Group 10 cease 1D CoNnue as 3 Qoing concem.

o Evaluate the overall peesantalion, structure and content of the consolidated frandial statements, induding the
disciosures, and whether the consolidated fnancial statements represent the urderlying ransacticns and
everts in 8 manner that achieves far presentation;

o Obtan sufficent approprate audt evdence reganding the financial information of the entities or business
activiies within the Group 10 express an opinion on the consolidatad financial statements. We are responsible
for the direction, suparvision and performance of the group audit. We remain solely responsible for our sudit
opnien

We communicate with the Audit Commiliee of the Board of Directors regarding, among other matiers, the plannad
scope and trming of $e audit and significant audit findings, ncluding any significant deficiancies n intemal control that
we identify dunng our sudit.

We 50 provide the Audit Commitioe of the Baard of Direciors with 2 stalement that we have compiied with relevant ethical
requrements regading independence, and % communicate with $e Audt Commities of the Board of Directors all
refatiorships and other matiars that may reasonably be hought 1o bear on cur indepandence. and whare apolicable. related
safoguards.

From the maters communicatad with the Audit Commmee of the Board of Drectors, we datermine those matiers that
were of most significance in the audt of the corsolidated financlal statemeants of the cument penod and are theratare
the key sudit mamers. \We descnbe these maniars in our sudiors repart unfess law or reguiation predudes public
disclosure abcut e matter or when, in extremaly rare circumstances, we deleming that a matter should not be
communicated in our report becase the adverse consequences of dong so would reasanably be expected to cutweigh
the publc imerest benefs of such communication

Management Board Chairperson
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Primery alox: rogiavason nusber - 1057760002010

Audior:

RSN RUS Lad,

Location. 4. Pudoviing St Moacow, 110235,

Tel.: (455) 363-23-48; Fax: (495) 531.41-21,

Primary siafe mgsrabon number - 127700257540

R5M RUS Lid. s 8 member of Selraguistory aeganizadon of aucitors Association *Scdruzhestvo” {membership cerificate £ 6208,
QRNZ 11306030308), locaton: 21, Michurinshy Ave . bidg 4 Moscow, 119142

The audt was conducted pursyant to Contract No. 1712070 dated 25 07 2017, conchuded basad on e resdls of compettive
salection (Minues of 17.04 2014, procurermont NeOSTI000000515000001). The sudRor wes spprowed by Ihe Asnudl General
Mesting of Sharehoktars on 30 June 2017
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Covsolidatiaf Statrmoent af Peoflr ov Loss wed Gvher Comprehensive facam:
S e pear paptend 3 Decembar 2007
fam mullions of Rersion ralder, snlees oubaraiee snipady

Reverme

Uprerasting cxporses

Thher moamme, net

Ersnim from sperating sctvities
Finanoe imcsime

Fienoe cosls

Mrt Fimance coars

Sharg of profii loss | of assecutes and joist ventenes
et ol issseene tax)

Frafii belars income lai
| i L % ponise

Fraili for the year

Tl r comprefie isive fncom

diemy sy ey e rertael e rubrequenily i prell o ks

Pt chemge in fer vidue of svailably-for-mlbe finaneisl sses

Foreign curesey irasslition &farence

Iniomee tax el slid Lo iteme that may be reclassifiod ssbsoquenthy
o prafit or ke

Tatal items that may be reclusifled subsequently te profil or
Loy

Iierai et ol nver fe reclaerifed subrequenily i predle o K

Remcaaremgrrs of the delined beneli abilice

Irwome tax mlated oo liems et will niver by noslaasifed
sshsequenily 1o profie or Inas

Tﬂﬂh:_lhtﬂllﬂhwnhnqndrlnm
-

hher comprehensive {(los)income, net of income tas
Tatal comprebensive incomss for the year

Profie asirisatnble 1!
Chaners of the Compary
Mem-contrelling inlerest

Total comprehensive incame sicributable me
Cramicrs of the Company

M o-cmaml g inderes

Edrmings per share

Buasi and dilused camings per codisary sharc {in RUB)

Yeid endol Wear endid
Nples 31 Dwcember 2017 31 Diember 2008

| L LR ) W] ke
1] 7T IHE) TR T
u 2 20| 747
e, 27 141,457

12 6,310 13,415
12 {3005 {37187}
{13,715 13,273)

2 (M3

17T 6 110843

S I 40451 (21,501 )
1312 04

I {3,500} 53,153
[51F {2

17 1,74 (10628
16.573) A3 AT

.l (3,780 [JCEL
" (L] (1%
A00m 1807

(11431 dil i

118,079 141,505

162,315 4,603

38507 1, T

Gl 5 EO T

Chllt 32 5me

2 042 e

These comsalidaied finsncial staements were approved by manspement an 4 April 2018 sad were signed on its behalf

e
Direcior General _:"TE‘“‘”

.
P.A Livinsky %@ |

ha, - any r._r_;ET“.__"l'-\'I-I
Illit:;“! II:'||---I (. r: }a-_::_"l
.

The BOCDITI panying nokes are an iregral pan of these Consnlidsied Fingncial Srviemesns
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Nore: 31 December X017 31 December 2016

ASSETS

Non-current axseds

Proparty, plant and equipesant 14 15220227 1, ToE 568
Intangible muck 15 16,738 15804
Imvestments i associams and joint veniires BE3 236
Trads 2=d other recarrablas 1% 74,483 1,262
Awwets related to exployes tmoafh plans pab &, e &, TOE
Fizancial investmonts 15 sools TES43
Dafrred x aswats 17 1178 70549
Toizl mop-currest xssets 211612 1 950 oo
Current azsets

Imeniories £ 35,050 33143
Fizxancial investmanis 15 1a% 12520
Incors @x prepeymends 4,538 5334
Trado and orther recatrabla il 151,566 167 516
iCaih and cash squivalants M 102,054 59
Total currest assecs k03 247 306,688
Toinl azzeds I A09 389 1 166,678

The accnmpanying nolss are an miegral parl ol e Consolidalsd Firancisl 5iaiemsenls
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MNore: 31 December 2017 31 December 7016
EQUITY AND LIABTLITIES
Equiry a1
Share capital o803 188,471
Share pramium 113098 211,978
Treasry shares {2,702y {702y
Beserve for issue of theres 1678
ether meucawoo 15430 33,155
Ratained carnimgs 211,077 321,300
Total equity attriberable to owners of the Company 1La57, 804 i 480
Hiozrconmolling iwimrest IEETES 340 149
Toial equity 1423561 1 3404 630
Neon-current Esbdites
Loans and bommowings pdi A5 471057
Trads and other payables ] IREH 13,658
Employwe bezedits I35 LT I8 425
Dhafoared tax lishilitics 17 TE 202 G553
Toisl mon-correst habalines 65,749 591015
Current Gsbdities
Loans and boomowmss p J1.244 i, B2
Trade and other payahles - 151 926 2817+
Provciaions 7 110,561 14,305
Curment incoms t2ox liahilitos #3158 8134
Toial correst Liakilies 230,089 371,024
Total Eabilities &5 R38 BT, 030
Total equity amd Babilite: TR 09 1 166 678

1z

The aconmpaerying nolss are an misgral parl al hess Comsolidaled Firsescial Slaiemenls
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Vear ended Year emded
Nodes 31 December 2017 31 December X015

OPEFATING ACTIVITIES
Proft for the year 137,122 R84
Adurimranis far:
Depraciation of propaaty, plazt 2nd sqdpment and

amortiexten of intangible assets 10 109,287 113,766
Inpaimend of proparty, plint and equipment 14 1512 38,503
Fimance costs 12 30,034 37187
Fizance inoome 12 (1631%) (13.9175)
Loas on disposal of property, plant and equipmant 3,746 Til
Sharg of (prodifilew of associates and jodnt venires, net

of Moo B {2) 43
Inpairment of accownts recaivabla 10 1B, 26% 18,562
Losw/(gain) on derecommition of subsidiaries ) 8 (11 31E)
Bad debt write-off 0@ &7
Accommts payahle write-off (66:4) (1.3565)
Nem-cash Taceipt of property, plant and equipesent @.508) (3.630)
Hiom-cash sattlemants of technological cormection

agTeaments {3,137) {1.573)
{(ther nosrcash tramactions {1,334 (L.1+)
Incopeg tax expemss 4,482 21,501
Otperanng profit before chamses in working capitsl 314,041 3971
Changs in trads and other recenables (24,064) (63,73
Changs in inventonids (734) qle
Change in trade and othar payables 3208 23,842
Changs in emploves hemafit liahilities {1,60E) {1.611)
Change in provisions 3.74H) 2,884
Crhar () (#1)
Cazh flews from operadns sctivities before income ax

amd interest paid 1E7,187 154181
Imcopeg tax paid [2%.637) (20.247)
ImGrest paid (43.164) (38.370)
Ned cazh flows from operating sctivitie: 111,388 175,564

The scenmpasying nolss ens an micgral parl al b Consolidalsd Firancial Sistemsenis
11
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INVESTING ACTIVITIES

Acquisiton of proparty, plant amd squipment and
imtamsihle 2asets

Proceeds from the sale of property, plant and eqeiprment
and nfangible asuats

Acquisiton of iImestnsants and placamant of bank deposits

Procsads from disposal of invesoments and withdraoal of
bank deposits

Iztereat recaived

Net cash flows naed in investimg actviries
FINANCING ACTIVITIES

Proceads from loans and boerourings

Bepryment of loams 2nd bomoarines

Proceads from sharg: pramism

Bopaymond of fmamce leass Habilite

Ned cach flows used in finascing actbrites

Net imcrease'(decreaze) in cash and cazh equivalents
Cash and cash equivalemts at the beginning of year
Cazh and cazh equivalemis at the emd of year

The accnmpasying nolss aic an micgral parl allkhsis Cinsolidaled Firascial 5atemanls

Vear ended Year emded
MNodes 31 Devember 2017 31 December 2016
(213,701} {186 1TE)
1841 5,652
(26, 660) (34.538)
30,883 50,239
2,500 e
D213 11,603
(158,548) (153832
537,413 302,878
(337483} 327 _ZEE)
1,523 3112
(3.642) (10.275)
@73) (158)
(3,461} (31.730)
15,084 {10,100
56,970 07 09
20 102,054 86,970
12
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Anriburable to equity bolders of the Company

Reserve for Noo-
Share Share Treasary izzne of Feinmed comtrolling Total
capital preminm shares shares Feserves eArmings Totsl imieTest equiry

Balance st 1 January 2016 163,154 12978 (.713) 33473 (2,100 448 110 g5k a2 =083 1188 E0S
Profit for the yuar - - - - - 74,615 T4.815 13 726 oE 341
Criher comprebens g imcomsg - - - - 43,B77 - 43877 10,008 HEE]
Eelated incopws tax - - - - {851 - iB,61X) 1,14%) (10,757
Tetal comprebessive imcome for ike

Vear - - - - 35,065 .65 100 550 32589 141 468
Trazm:sctens with owsers of the

Compamy
Contributiom: asd diztributioms
Iisue of shams (Mot 21) 34,917 - - (30.797) - - 1.ix - jlx
Disposal of teamry shanes (Mom 21) - - 11 - - - 11 - 11
Dividands - - - - - {1,430 (1,430 (B 4XE) BEIE)
Tetal contribwitens and dizemibotons 34,917 - 11 (30,795 - (1,430 1.3 (BAIE) 6,71
Change: iz ownerzhip miereso im

subsidiarie:
Shares isvoed by sobsidisrios (Mo 21) - - - - - ()] (). 5 -
Total iramssciens with owoers of che

Company 34,917 - 11 (3, 7%5) - 1,435) 1653 (84213} 06,725
Balance st 11 Diecember 2016 108,071 12978 (1. 702} 1,678 33,185 521,300 DEd 4] Mol4e 1304 &30
The semparmmy el e in miegeal pant of these Conesldsled Finsncal Saismants

13



EOESETT Group
Cansolidared Sratemenl of Chanped e Equity B the wiar endid 20 Decembar 2007
{ir e o Recidior rubles unled oifidrw i spadd]

Artribmtable to equity Bolders of the Compamy

Eeserve for Non-
Share Fhare Treasury e of Eetnimed comirolbing Toteal
capital preminm shares shares Eezerves eArmings Total imieTest eguiry

Balance at 1 Jannary 2017 18 871 12978 (2. 702y 1678 33,165 511,300 Bl 450 AMil149 1304 630
Profit for the year - - - - - 102,31% 102313 B80T 137,12
Ctthar coxprebensive income - - - - & J1E) - (9,318} [2543) {12481}
Balxiod incopws tax - - - - 1,783 - 1783 535 21338
Tatal comprehemsive incoms for the

TeaT - - - - (7.735) 102,31= 24581 31399 116870
Tramssctens: with owsers of cthe

Compazy
Coniribution: and dizimbution:
Issue of shamgs (Mot 21) 153X 120 - {1.578) - - 1274 - 1,274
Diividends - - - - - {1.B5T) {1,683} [7.BEE) 5. 743
Twotal contribmiions snd diztribuwtions 13 120 - [L678) - (1.585) {621} (7.565) (5455
Changes iz ownership interese: in

subsidiaries
Skare: isseed by webuidiarios (Mote 21) - - - - - {643 (643) 1075 432
Tetal tram:sctiens with owner: of the

Compamy 1E3Y 120 - (1.678) - (2.538) {1.264) (6,783) B0ET)
Balance ar 31 December 2017 200,503 13,8 (2.702) - 15,430 21,077 1,057 506 735 1413541

The scvompairymg ol sos an iscgral pa of these Conselidalnl Finmneial Stusimnanty
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Backzround

The Groop and its operations

Joint Stock Company IDGT Holding (hereinafier refemed to as “J5C IDGE Holding™) was established on 1
July 2008 in accordance wiih the resalution of the Exiracrdinary General Meeting of the Shareholders of
ihe Unified Energy System of Fussia (hereinafier refemed to as “BAQ UES™) daed 26 Oorober 2007, az a
spin-off of BLAD UES.

At an Exmaardicery General Mesting of Sharehalders of J5C IDNGC Holdms oo 23 March 2013, the
decision was made to amend the Charer of J5C IDGT Haolding, under which it was repamed I'5C Fuossian
Grids. Om 4 Apnil 2013, the respeciive chanzes to the Charter of [5C ID{GC Holding were repistered by the
Inferrepional Inspectorate of the Federal Tax Sernce of Fussia Wo. 46 for the city of Moscow.

Tnee o changes in the Covl Code of the Fussian Federation at the Anmial General Sharsholders™ Mestmz
hald on 30 fune 2015 the changes of organizatonal and lezal form im the Charter of the Conpaoy were
approved T5C Eunssian Grids changed o Public ot stock conmpany «F.OSSETD: (hereinafier refemred
a5 PISC oROSSET s ar the “Compamy™).

The ordinary and preference shares of the Company are raded on the Moscow Exchange The Compamy s
iGDEs are raded on the London Stock Exchange

The Company's registerad office is located at 4 Belovezhskaya Simest, Mosoow, Russia, 121353,
The primary activiies of PISC «ROSSETT: and its subsidianiss (hereinafier refermed to as the “Group™ or
“ROSEETI Group™) are provision of sarvices for mansmission and dismiburion of electmicity for power grids,

a5 well as the provision of services for techmological conpeciion of consumers to the nemwork. The Group’s
power distnbuiion companies sell elecmicity. The Group’s principal subsidianies are disclosed io Mot 3.

Enstian bosness environment

The Group's operatons are primanly locaied io the Fuossian Fedemabion Coosequently, the Group is
expasad to the economic and fnancial markets of the Fussian Federtion which display charctensics of
an emerging market. The legal, tax and regolamoy fameworks contimee development, bat are sabject 1o
Varyins mterpretations and frequent changes which together with other legal and fiscal impedimerts
caniritute to the challenges faced by enfifies operating m the Bussian Federation

The conflict in Ukrame and related events has inrreased the perceived risks of doing bosinsss in the
Fuzsian Federation The impositon of economic sanctions on Fssian mdividuals and legal eniifies by the
Europ=an Urdon, the United States of Amenca, Japan, Camada, Ausiralia and otbers, as well as retaliatory
sanctions mmposed by the Fussian government, has resulted i moressed scopomic uncertainty inchiding
more volatile eguity markets, a depreciation of the Fussian Pouble, a redoction m both kocal and foreign
direct investment inflows and a significant tightening in the availabiliy of credit. In particolar, some
Fuzsian enfites may be experiencing dificultes m accessing intemational equity and debt markets and
may become morsasingly dependsnt on Fussian state baoks to fnance thesr operatons. The Moger ferm
eEerEnfre:&ﬂlymp]mmedma:mﬂJmteﬁ:eaTnfaﬂdMnﬂfuﬂemmmmdﬁm
in determme The fufure economic trend of the Fumssian Fedemation is lagely dependemt upon the
effectivensss of economic, fnancial and monetary measure undermken by the Govermment, together with
tax, lzzal, repulatery and political developments.

The consalidated financial statements reflect management’s assessment of the impact of the Fassian
lmisiness eovironmeni on the operattons and the fmancial posidon of the Group. The fuhme business
Emvireament may difer fom manazsment’s asssssIment.

15
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Eelations with state

The Pussian Government, throush the Federal Apency for the Manapement of State Property, is the
ultimate commolling pany of the Compamy. The Group is supported by the Bossian Government dus o is
smategic posidon in the Euszian Federaton The Group’s costomer base mchides a large nomber of stafe-
cantrolled entities.

Az at 31 December 2017, the Bussian Gowernment owned B8.04%: i the share capital of the Company,
inchuding 82 89% of the votng ardmary shares and 7.01% of the preference shares As at 31 December

2016, the Pussian Government ownoed B7.00%: m the share capifal of the Company, mchiding 85.75%: of
the voiing erdinary shares and 7.01% of the prefarence chares,

The Group’s smategic busimess umits (see Wote 7) are regiomal pammal monopolies. The BEassian
Government directly affects the Group's operations through taniffs regulations. In accordance with the
Fussian legizlation. the Group's tariffs are repulated by executive authorities of subjects of the Russian
Federation in the Seld of state regnlation of tanffs and Federal Anmonopely Service. Many costomers of
the Group's services ane government-related entnes.

Basis of preparation of consolidated financial statements

Statement of compliance

These consolidated financial statements have been preparsd m accordance with Imbernatonal Financal
Reporting Standards (TFRS).

Each enterprise of the Group individoally mairdams it own books of accounts and preparss its stmtery

financial statements in accordance with the Repulations on Accounting and Reporting of the Russian
Federation FLAR™).

The Group’s conselidated firencial satements are based on the statbory recerds with adjustments and
reclassificatons recerded in the conselidated fnandal stat=ments for the fair presentafion o accordance
with [FE5.

Basic of measurement

The consolidated financial statements are preparsd on the histarical cost basis, except for inwestmerts
classified as available-for-sale firancial assets that have been measured af fair vahie.

Functional and presentation corrency

The patiomal curency of the Fuossian Federation is the Fussiap mble (BUB), which is the Group's
fuctional oumency and the oomency in which these consolidaied Snancial stafements are presemted. Al
financial mfcrmation presenied in BUE has been rounded to the pearest million.

Uze of professional jodsments and e fimates

The prepamation of consolidarsd fmancial statements n conformmry with IFES requirss mamagsment to
make a pumher of professional judeements, sstmatss and assunmtions that affect the application of

acoounting palicies and the repored amounts of assets, lisbilities, incoms and expenses. Achma] results may
differ from these estimates.

Assumpiions and estimates made on their basis ae copfimally evalated to determine the necessny o
change them Pewsions 10 accouning esiomates are recopgmized m ihe period in which the estimates are
revised and in amy forare perieds affsctad by these changes,
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Professional judgemenis that bawve the most sigmificant effect oo the amounts recogmised in thess
Consolidated Financial Statements and estmatss and assumpitiens thai may require sipmificant adjosiment
o the camying ameands of assets and Habdlities within the pest fnancial year inchude:

Impeairment of fized assets. At the end of each reponing peried, the Group assssses whether thers ane any
indication of impaimment. Such indication inchudes chamzes in asiness plans, tanfs and other factors that
may lead to imfavoumrable conditions for the Group's activities. When valoe in use caloolations are
undertaken, manazement estimates the expected fxhme cazh flow from the azsst or cash genemdng units
and chooses appropriste discount rate i arder to caloulate the present valoe of those cash flows.

Impairment of acconmts receivable. Bad debd provision 1= based on memazsment assumpoons of debt
recovery made for sach debtor mdividually. Objective indicators of impadirmend are as follows: defaalt or
debinr filure to mest contractual oblizations, debt restracturimg to the Group under such terms that weouald
hanve mever heen taken in repular conditions, signs of pessibls banknapecy, unfavourable change in deboors
paying capacity. When cash inflow is not expected in regard with acoount receivable, such accoumt
receivable shall be written of against provision mads hefore.

Furare cazh flows of made receivables that are evaluated for impaimment are estimated on the basis of the
confractaal cash fows of the assets and the experience of manapement in respect of the extent fo which
amounts will become overdue as a result of past loss events and the success of recovery of overdue
amounts. Past experience is adjusted on the basis of ourrent observable data te reflect the effects of ourrent
conditions that did not affect past periods and to remove the effects of past conditions that do oot exist
cmmently.

Pension obligations. The cests of dafined benefit pension plans and relased cument semvics costs are
determined wsing achuarial valoatons. The actoarial valiations myvolve makine demosraphic assumpiions
a5 well as financial assompiions. Thee to the long-term manme of these plaps, soch estimates are subject o
significant uncertamey.

Deferred taz assets recopmition. At sach reporting date management assesses the amoant of dafared tax
aszets to be reflected in the consolidared firancial statement to the extent n which it is hikely to be wsed as
tax allowances. When determining fishmwe taxable profit and related ax allowances marezgement oses
estimates and assumpions based on proior periods” mblepmﬁtnndm-:msralmadmtefurm
profit.

OJ5C “Nuremerge”™. On 20 June 2016 the Commerrial Court of the Republic of Chechmya declared OTSC
“Mursnerge”, the sobsidiary of the Group (100%: ownership), bankropt and appointed an esgemal
bankrupicy manager. In accordance with the Fussian lepislation on insolvency (bankmapicy), since the date
a debrear is declared banknape, the power of all executive bodies of a delxtor i= terminated and ransferred to
2 bankmupicy mamager. Thus the Group lest the neht to direct relevant actvities of the subsidiary and,
therafare, kost comiral over the entity. As a result on 30 Tame 2016 the Group derscognized the assets and
lisbilities of the OTSC “Murenergo™ and recognizad the gam of RUB 12,569 million in item “Otther ncoms,
met” of the consalidansd statement of profit or loss and other comprehenzive income.

Cn 17 of Jamuary 2017 the Nomtb-Cancasian Dismict State Commercial Court (the Court of Cassation)
avertumed the Court Buling and sent the case fo the Court of First Instance for re-trial. The Group analyzed
all the facts and condifeoms and concluded that the :mlmﬂlembﬂdlarfia;regmmdﬂ'm
27 Jamwoary 2017, the assets and Habilities of the OT5C “Murenerzo™ were recognized in the consolidarsd
interim condensed financial statements.

O 17 Cotober 2017 the Copmmercial Court of the Bepoblic of Checknya declared OT5C “Murenerge”™
hanhu]ﬁnndappummdnneﬂamlbmkmpm manager. As at 31 December 2017 the Group analysed all
the facts and conditions and comclodsd thar the comtrel over the sobsidiary was lost on thar date and
derecognized the assets and Habilites of the OISC “MNuorensrgn”. The pst effect of those mpsactions
amounted to the less of EUB 58 million was recopmized in the consplidated statement of profic or boss and
other comprebensive income for the year ended 31 Diecember 2017,
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Implementation of new and revized standards and nterpretations

In 2017, the Group applied all IFRS, amendments and inferprefations which are effective as at 1 January
2017 and relevant to its operations. Mops of them had material inpact oo the Group's consolidated
finanrial statements.

The follownz new standards and interpret@atons have been isseed thar are mandatery for the anmual pariads
beginning on of after 1 Jamsary 2018, and which the Group has pot earty adopted:

IFES ¥ Financial Inctroments. In July 1014, the TASE fzsued the fimal verston of IFES @ Fmancial
Imstruments that replaces TAS 30 Financal Insmuments: Fecopmition and Measurement and all previous
versions of IFRS 9. IFES © brmgs fogether all three aspects of the accomniing for fnancial instromerdis
project: classficadon and measnarement, impaimment and hedze accounting. IFRS © i effectve for anoal
periods beginning on or affer 1 Tamoary 1018, with early application permitted. Thds standard will not have
amy material effect on the consolidared financial statements.

IFES 1% Revenme from Contracts with Costomers. The standard was ismed in May 2012, The new
revenne standard will supersede all curment revemas racogmition requirements umdsr IFRS. Under IFES 15
revenue is recopmised af an amenmt that reflects the consideration te which an enfity expects to be entided
in exchange for transfaming goods or sarvices f0 a customer, Either a full refrospective application or
mindified refrospective applications is required for annoal perieds begirmins en or afier 1 JTamuary 2003
Early application is permirted. This stfandard will net have any material effect on the consolidated financial
SEATEEEnLs.

IFES 16 Leases. The standard was issned in Jammary 2016 and it replaces TA% 17 Leaszes, IFEIC 4
Determining whether an Armangement Comtaims a Leasa, 51C-15 Operating Leases — Incentives and 5IC-27
Evaluating the Substance of Transactions o the Lepal Form of a Lease. IFRS 16 sefs ot the principles far
the recopmition, measurement, presentation and disclosure of leases and reguoirss lessees to accoumt for all
leazas under a single on-balance shest mode] similar to the acoounting for fmance leasss under TAS 17 The
standard inchades two recognition exemptions for lessees — leases of "low-wvalue” assets (eg., personal
compabers) and shart-term leazes (Le., leases with a leass term of 12 months or less). The Group intends o
apply both exempions. Af the commencement date of a lease, a lessee will recopmise a Hakility fo maks
leass pavments (ie, the kease liability) and an asset representing the nght to use the umdarlying asset during
the lease term (Le. the right-of-use assef). The Group will be required to recopnize separately the interest
expense on the lease liabilicy and the depreciation expense on the right-pf-ose assst. IFELS 16 iz effective
for ancmal periods beginming oo or after 1 JTamary 2019, Early application s permined, ut not before an
enfity applies IFES 15. A lessee can choose to apply the stndard wsing either a foll retrospective ar a
mindified refrospective approach The standard’s fransison prowisions permif cerfam reliefs. The Group is
considering the inplicaton of this standard for the Group”s consolidated fnancial statements

The following amended standards and misrprefaiions are not expecied to have a sippificant impact on the
Groap s consolidated financial statements,

e Anmual Improvements to [FRSs 20014-2016 Cycle — Amendments to IFRS 1 apd TAS 28
e Classification and Measurement of Share-bazed Payvment Tranzactions (Amendments to IFES 2).
e Tmnsfers of Imvestment Property (Amendments to LAS 40

» Sale or Conmbuton of Assets between an Inwestor and its Associate or Joimt Venhme
{Amendments to IFES 11} and TAS 28).

« IFRIC 21 Forsizn Cumrency Transactions and Advance Consideration
« IFRIC 23 Uncertainty ever Income Tax Treatments.
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Change in presentation

Reclassifcation of comparatve mformaion
The Group changed precentation in the companative Snancial statsments items o cooply with the omTent
period presentation. All reclassifications are momatenal.

Significant accounting policies

The accouniing pelicies sef out below have besn applied consistemtly w all periods presemted in these
consolidated fmarncial staternents, and have been applisd consistently by the Group entifies.

Basiz of consolidation

Smbsiduaries

Subsidianies are enfifies controlled by the Group. The Group confrols an enitiy when it & exposed o, or bas
the rights to, varahls returms fom its imvolvement with the entity and has the ability to affect those retoms
throwsh &= power over the entity. The fnandal stafements of subsidianies are mckoded in the consolidated
financial statements from the date that contrel commencss unt] the date that comral ceasss.

The accounimz policies of sobsidianies have been changed when necessary to align them with the palices
adopt=d by the (Group. Losses applicable to the pon-controlling mistests in a subsidary are allocated to
non-cooiralling inferests, even if doing so causes the mon-controlling interssts to have a deficii balance.

Business combimations

Business combinations are accounied for using the acquisition method as at the acquisiten dars, which is
the date on which the Group obtains conimol of the acquires

The Group measures zeodwill af the acguisition dans as:

1) The fair vahee of the consideration ransferred: phas

2 The recognized amouant of any non-cooialling inferests in the acquires; plas

3) The fair valos of the pre-existing equity ioterest in the acqgoires if the usiness combination is achisved
instages; less

&) The net recognized amount (generally fair vale) of the identifiable assets acquired and Hahilides
55 .

When the excess s nsgative, a bargain porchase zain is recoenized immediately in prodt or less.

The consideration tramsferred dioes nof inchode ameuorts related to the sefflemert of pre-existing
relatonships. Swch ameunts are g=nerally recosnized in profit or less for the perind.

Transaction costs that the Group mows in commection with a business combiration, other than those
aszociated with the e of debil or equity secunites, ae expensed as noomed.

Any continpent consideration payable is recopnized at fair wahie at the acguisiion date. If the continsent
consideration is classified as equity, it is not remeasured and setflement is accounted for within equity.
Chtherwizs, subsequent changes in the fair valee of the confingent considemtion are recognized in profit or
loss for the pemod.
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Aecconncmg for acguisifons of non-conralling interesty

Arguisifions of non-conirelling interests are accounted for as ransactons with owners in theit capaciy as
owners, md therefors po zocdwill is recognized as a result. Adjusiments o non-conmollns interests are
Thaz=d om a propontiomate ameount of the net assets of the subsidiary.

Acguisifions from enilies gnder common comral

Business combirations ansing from transfers of interests in entiies that are undar the control of the
shareholder that contrels the Group are accounted for by the method the predecessor. The assets and
liabilitizs of a bosiness acquired i a common conirel Tansyciion ae recosnized af the camying amounts
recopmized previously mnthe consolidated firnancial statements of the aoquired entdties. Any cash or ether
contribution paid for the acquisition &5 recognized directly in eguity.

Imvestmeniy in associares (equiy acconmted mesiess)

Asspciates are those entfies in which the Group has significant infhience, it ot coniral, ever the financial
and operating policies.

Imwestments in associates ars accounted for using the squity method and are recosnized initially at cost
The cost of the investment also inchides ransaction costs.

The consplidated financial siatements ocbade the Group's share of the profit or loss and other
conprehensive inoome of squity accounted imvestess, afier adjosiments to alisn the accomtng palides
with these of the Group, fom the date that siznificant mifoencs copmences undil the dass that sipmificant
infhuenre ceases. When the Group's share of losses excseds its interest in an equity acoomied invesies, the
carying anoumt of that intersst (incloding amy Long-term imvestments) i3 raduced to nil and the recosniton
of further bosses is discontimasd. except to the extent that the Group has an oblization or has mads
payments on behalf of the myvestes.

Tramsactions #iiminated on consolidarion

Intra-group balances and fransactions, and amy unrealized income and expenses arsing from ntra-group
iransactions, ars elimmafed in prepanng the consolidated financial statements. Unrealized gain: amsmg
from fransactions with equiy accounted investsss are eliminated against the investment to the extent of the
Group's interest in the investee. Unrealized losses are eliminated in the same way as umrealized gains, bt
anly fo the extent that there is no evidence of inpairment

Foreign currency

Foreign currency ransactions

Monetary assets and Habilides denomvnated in foreipn cumrencies at the reporting dats are translated oo
rouwbles at the exchanee rate at that date. Foreign cumency transactions accourted for at the exchangs raytes

prevailing at the date of the rapsactons. Foreipn oummency profit or loss anising in retranslation are
recogmised in prodit or less.

Fimamcial imstromenis

Mon-derneaiive financial msiraments

Moo-dervative firancial instruments inchide cazh and cash eguivalents, myvestments in equity and debt
securifies, trads and other recervables, cash and cash equivalants, loans and borrowings, and trade and other
paryables,

Financial assefs and Habdlides are affs=t and the net amsnmi presented m the statement of fnancial pestison

when, and cnly when the Group bas a kezal nght fo offset the amounts and mesnds sither o seitle on a net
Inasis ar o rzalize the asset and ssitle the liability sivmiltansmashy.
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MNon-derheasive financial ascefy
The Group imitially recognizes loans and receivables and deposits on the date that they are oniginated at fair

vahue. All piher financial assets are recogmized indtally on the date at which the Group becomes a pariy to
the copiractoal provizions of the insoment.

The Group derscopmize: i financial asset when the conmacnmal righis to the cash flows from the asset
expire, or it wansfars the rights to receive the comtractoal cash fows oo the fnancial assat in 3 Fansaction
in which substanrially all the msks and rewards of ownership of the financial asset are mansfemed. Any
interest in ransfamed fnancial assets that &5 created or re@ined by the Gooup is recognized as a sspame
aszet or Hability.

HNoo-dermvative financial assets inchade: loans and receivables, cash and cash equivalents, available-for-zale
financial assets and held for matarity Snancial assets.

Loans aud receivabies

Loans and receivables are fnancial assets with Sxed or detsmminabls payments that are not quoted @ ao
active market Such assefs are recopnized initially at fair valee phos any direcily atirinsiable ransacton
casts. Subseqaent to initial racopmition, loars and recefvables are meamured af amorfized cost nsine the
effective nferest rate method. les: any mmamrment losses. Fecefvables are presented mehsive of vale-
addied ax.

Cash amd cash eguivaients

Cash and cash equivalents comprise cash balances and highly liquid mvesoments with matarity of duee
months or less from date of arigination and are subject to insigrdficant risk of chanses invalue.

Fingncial arset hald-ra-maruriy

Hoo-derivative fnancial assets with fixed ar determinable payments and fxed manmites are classifisd as
hald to maturty. After initial meanrement, beld to mabmrity iovestments are measmed af amartsed cost
using the effective mierest rate methad, less impairmment logses.

Avanabie-for-seie fnmcial asserts

Awailable-for-sale fnancial assets are pon-dervatve fnancial assets that are desipnat=d as available-for-
sale or are not classified in any of the previous cafegoriss. Such assets are recognized imidally at far valoe
plus aoy direcily afimbuable Tanswciion costs. Subseguent to imdal recopniton, they are measmed at fam
vahue and changes thersin, other than impairment losses (see Motz 3k and forsimn comency differences
an available-for<sale debt mstmmments (se= Mote 3(0). are recogmized m oiber comprehensive ncome and
presented within equity i the fair valoe resemps. When an irvesmient is devscognized of impaired the
omndative gain of loss in other comprebensive income @5 mansfemed to proft or loss for the perod
Unquoted eguity msmuments which fair walue cammet reliably be measured are cammsd at cost less
impairment kosses at the end of each reporting period.

Axnilable-for-zale fmancial assefs comprise equity seoorifiss.

Nom-derieaiive fimancial Gelilites

The Group mitially recopnizes debe saourities isswed on the date that they are originated Al other finansial
lizhilifi=s are recopmized inifially on the dae af which the Group becomes a pary io the conraciual
provisions of the msmmment.

The Group derecognizes a financial liability when its contractual obligations are discharged. cancelled. or
Expire.

The Group classifies pop-derivatve fnancial liabiliees into the other financial babilides cabepory. Criber
financial Hahilides comprise loans and bormowings, fnance lease Habilides, oade and other payables.
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Sach financial Babilites are recognized mitially at far vahe less any direcily atimbutabls ansaction cosis.
Subsegoent to mitial recopmifion, these financial hiabilifiss are measwred ai ameriized cost using ihe
effective misrest method.

Share capital
Oridinary shares and pon-redeemable preference shares are both classiSed as equty.

Property, plant and equipment
Rrcogniiion and meosuremant

Trems of property, plant and eguipment are measured at cost less acounmalated depreciation and mpaiment
loszes. The deemed cost of property, plant and squipment as at | Jauary 2007, the date of mansiton to
IFRS, was determined by usimg its fair valoe ar that dags.

Cost includes expenditures that are divectly atimibatable to the acquisition of the asset. The cost of seif-
constracted (built) assets inchedes the cest of materials and direct labour, amy other costs directy
attmibatabls to bringng the assst w a working condition for s intended use, and the costs of dismantdng

and remyeing the items and resorng the site on which they are located and capitalized bamowing costs.
Purchased soffware that s integral wo the funcriomaliry of the related equipment iz capitalized as part of that
FqUIpDEDr

If sigmificant parts of an ifem of property, plant and equpmeni bewve differemt useful bwes, they are
accoumted for as separate ftems (major components) of property, plant and equipment.

The zain or loss on disposal of an fem of property, plant and equipment is determined by comparmgz the
proceeds from disposal with the cammving amount of property, plant and equipment, and is recopmized net
within “Ief ofher income ™ line within profit or less for the period.

Snbseguent cowry

The cost of replacins part (major component) of an itern of propenty, plant and squipment & recognized in
the camying amount of the rem if if is probable that the fuhre econpomic benefits embodied within the part
will flow to the Group and its cost can be measured r=liably. The camyving amoant of the replaced par is
derecoenized The costs of the day-fo-day servicing of proparty, plant and equipment ars recopmized m the
statement of profii or loss and other comprebensive income as mommed.

Depreciation
Depraciation is recognized in profit or koss on a soaight-line basis over the estimarted wsefial bwves of each

part of an viem of property, plant and equipment, smce this most closely reflects the expected patiem of
consumption of the fuhme economic benefits embodied m the asset. Leased assets are depreciated over the
shorter of the lease term and their nseful Bves. Land is not dapreciated.

The estmaned usaful lives for the cument and conparative pariods are as follows:

= Buildings 7-30 years
= Transmission nerworks 5-40) years
= Equipment for electricity mansmission 5-4 years
= (har aszens 1-30 years

Estimated useful lives and residoal values of property, plant and equipment are reviewsd at each repordng
date and adyusted f appropraie.
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Intanzible assets

Crwrfweil]

nodwill (nezative poodwill) arisss on the acquisition of subsidianes, associates, and joint vennmes.

For the measursment of goodwill at inttial recosnition, se= Maote 3(a)(H).

Swhnaguent measereman

Goodwill iz measured at cost less accumalated fmpaimment losses, With respect o associates, the carymg
amourt of grodwill is mekoded in the carrying ameunt of the imvestment. and an impairment loss oo swch

an imvestment is nef allecated to amy aszet, molodine posdwill, that forms pamt of the camyine amoant of
the equity-accounted imvestes.

Ohiker infargible aorery

Cther intangibls assets that are acquired by the Group, which have fSnite wsafiul lives, are measured at cost
lezs acomyalated amortization and accurmalated impairment ksses,

Subseguent expendirure

Sobseguent expenditore is capitalized ooly when it moreases the funre econontc benafits embadied m the
specific asset fo which it relates. All other expendthire is recogmized in the statement of profit or loss and
other comprebensive inreme a3 noumed

Amaordzaton

Ammization expense on infangible assetz, other than goedwill is recogmized m profit or loss oo a soaizhi-
line basis over the estimated usaful lives of infangible assats from the date that they are available for use,
singe this most closely reflects the expected pattern of consumption of futmre economic benefits embaodied

in the asset. The estimated usefiul lives of intangible assets for the coment and comparative periods arz as
follows:

= Licenzes and cemificates 1-10 vears

= Software 1-15 years

Ammrtization methods, usefil lives and residual valoes ate reviewsd at each fnancial yvear end and adfusted
Leased assets

Leazes in terms of which the Group assumes sobstantially all the risks and rewards of ownership ars
clazsified as financial leases. Upon initial recosnition, the leased asset is measured at an amount equal to
the lower of its fair value and the present wahie of the mininmm (dscoumeed) lase pavments. Subsequent
to instial recozmition, the assef iz accounted for in accardance with the accounting policy applicable to that
Aszaf.

iCtther leases are operafing leasss and the leased assets are not recozmized in the consolidated statement of
the Group's financial positdon.

Inventories

Iventories are measured af the lower of cost or net realizable value. The cost of muventories is datermined
an the weighted averaze cost method and mclodes expendinme inoumed I acquiring the ioventones,
production or conversion costs and other costs inowmed in bringing them to their existing location and
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Het realizable value is the esomated selling price m the ordinary course of business of the Grouap, less the
estimated costs of completion and s=lling expenses,

Advances given

Advances mven are classified as noo-ourrent if they are connected with the acqusition of an ass=f which
will be claszufied as poo-ooment upon mital recognion. Advances given for the acguisiion of an asset a=
mciuded m ifs camymg amount upon the acquisition of conirol over the asset, ad when if is probable that
e Group will ob@in economic benefit from iz usage.

Value-added tax

iChorprat walue-added tax (WAT) related to sales &5 payable o the tax muhorities on the earlier of (a)
callection of recetvables Tom oustomers or (b)) delivery of goeds or serwices in costomers. Inpuat WAT is
eenerally recoverable against oufput VAT upon recsipt of the VAT ioveice. Ameunts of VAT related to
advances received and ghven as well as VAT prepayment are recognized and disclosed on a net basis within
accounts receivable (WAT recoverable). Amomnts of VAT to be paid to the fax mrharities are presented
separafely withm short-ferma accounts pavable.

Where a provizsion has been made for the impairment of receivables, impaimment koss &5 racorded for the
gross amnmi of the debbar, mchuding VAT,

ImpaiTment

Fimancial avzers

A fmancial assef is assessed at each reportng date to determine whether there &5 aoy objectve evidence
ithat it &5 mopaired. A financial asset is impaired if objecdve evidence indicates that a loss ewent has

ocoured after the mitial recogniton of the assef, and that the loss event had a negatve efect oo the
ﬁumatadﬁmze:a;hﬂnnsnfﬂmmmatcmteemuedreluhh'

iOhjective evidence that fmancial assets (nchuding equity securties) are impaired can mckode default ar
dalmqum:fl:-faliah:{r restmachiring of an ameunt due to the Group oo terms that the Group wowld not
consider otherwize, mdications that a debior or ssoer will enter bankrnuptcy, adwverse changes m the
payment s@ams of bomowers or issuers, ecomomdc conditdons that comelate with defauls, ar the
disappearince of an actve market for a seomity. In addifion, for an investment in an equity security, a
sipnificant or prolenged dacline in its fair valhee below its cost is objective evidence of impairmeni.
An impairment loss wiih respect to a fnancial asset measured af amoriized cost 15 caloolated as the
difference berween its camying ameount and the present valoe of the estimared fumure cazh fows discounted
at the assei’s onzinal efectve mferest rate. Losses are recognized m proff or boss for the penod and
reflected I an allowance acooumf against receivables. Interest oo the mpamed asset coobmaes to be
recognized through the unwinding of the discount In the event of any subseguent event that leads fo a
derreaze m the vale of the impairment lozs, the recovered amount of previoushy allocated to impairment
loss is recoEmized in profit or Loss for the period.
Impaimment losses on available-for-zale firamcial assets are recogmized by reclaszifying the losses
aconmilated i the fadr vahae reserve in equity to profit er loss. The ommilative loss that is reclassified from
equity to profit er loss is the difference befween the acguisiion cost (pet of any principal repayment and
amortization) and the cument fair valee, less any impainment loss previously recognized m profit or loss for
tha period.
Changes in Impaimoent provisions atmbamble fo the applicaton of the efecive misrest method a=
reflacted as a component of interest moome. If, in a subsagoent period, the fair valos of an impadred
available-for-sale debi seqmity increases and the increase can be related objecdively fo an event ooouming
after the impaimment loss was recogmized m profi or loss for the perod, then the mmupaiment loss is
reversed, with the amount of the reversal recogmized in profit or loss for the pemod. Howewer, amy
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suhsequent recovery in the fair value of an impaired available-for-sale equity security is recogmized m othsr
comprebensive mooms.

MNon-fimanciol avers

The camrying amounts of the Group's non-financial asssts, other than mventenss and defered tax asssts,
are reviewsd at each reporting date to detemmyine whether there is any indication of mpaimment. If any such
indication exists, then the asset’s racoverabls amount i3 estimated. For poodwill and intangible assets that
have mdefimife lives or that are not vet available for nse, the recoverable amount is esdmated at each
reporing date. An mmpamment loss is recopnized if the camyms amount of an asset o its melated cash-
penerating uof (CGLT) excesds its recoverabls anymn.

The recoverable amount of an assst or cash-gemerating wnit (OGU) s presented as the greater of its two
vahies: vakoe in uss of the asset (this wnit) and its fair vales less cost to sall. In assessing value nuse, the
estimated farare cash fews are discounted to their present value usmz a pre-tax discount rats that reflacts
curent market assessments of the time vale of money and the msks spectfic to the asset ar CGU. For the
purpese of impairment festing. assets that cannot be fested mdividually are grouped together imfo the
smallest group of asssts that gensrates cash inflows from confimme wse that are largely mdependent of the
cash inflows of other aszets ar zroups of CGU. The gpoodwill acquired in a business combination, for the
purpese of impairment testmz, is allocated to cash-generating units which it related to.

The Group's carparate assets do oot generate separate cash inflows and are utlized by more than one CGU.
Ciosts of corporass assets are allocated fo CGUs on a reasomable and comsistent basis and tested for
impaimment as part of the tzstng of the TG to which the corporats asset is allocated.

Impairment losses are recopnized in profit or less. Impaimment losses recognized with respect to cash-
penerating units are allocated first to reduce the camying ameunt of any goodwill allocated to the TG and
then to reduce the camying ameunt of other assets in the CGEU (proup of CGLT) on a pro rat basis.

An impadrment loss with respect fo gosdwill i nof reversed With respect to other assets, impairment losses
recopmized o prior pemiod: are aszessed at each reporming date for amy indications thot the boss has
decreazed or oo longsr exists. An Inmaimment loss is reversed if there has been a change in the estimates
nzad to determine the recoverable amount. An ivpairment loss is reversad only to the extent that the asset’s
camying amoumt does not excesd the camying amount that would have been determined (net of depreciation
or amortization) if no inpaimrment loss had been recogmized.

Emplovee benefits

Defined conrribusion plans

A defined comimbaiion plan is a post-enmlovment benefit plan ondsr which an entify pays fwed
conirinrtions nie a separate (mdspendent) entify and will have no fiurther (lezal or consouctive) ablization
in pay further amounts. Oblizatons for conmibations to defined conmibution pepsion plans, inchading
Fuzzia's State Pension Fund, are recogmized as an emploves henefit expenss in profit or Loss in the periods
during which services are rendered by emplovess. Prepaid contributions are recognized as an asset to the
extent that a cash refund or a redwction in firhrs pavoeents is avatlabls.

Defined bengfft post-employment plans

A defined bensfit plan is a post-employment benefit plan differms from a defined conmibation plan. The
Groap s net oblization with respect to defined benefit pension plans i caloulated separatsly for each plan
Iy estimating the ameoant of fotore benefit that emplovess have samed n refum for their service m the
current and prier periods. Determired wsing sach method benefit &5 discounted to determins ity present
vahue, and the fair value of any plan assets is deduocted. The discount rate is the vield at the reparting date
an goveroment bonds that have mabimty dates approximating the terms of the Group’s oblizations and that
are denpmimated in the same comency in which the bensfits are expecied to be paid The caloulafion is
perfommed anmually by 2 qualified acfoary using the projected unit credit method.
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Bemeasurements of the net dafined hensfic liability, which comprise acharial zains and lesses and the
effert of the asset ceiling (if any, excinding interest), are recognized immediately in oher comprehensive
income. The Group detemmines the net miersst expense on the net defined benefit liability for the period by
applying the discount rate used 10 measare the defined benefit oblizaton at the bepmping of the anmmal
period o the then-pet defined benafit liabiliy, taking oo account any changes in the pet defined benaft
liability durimg the period as a result of conmibutions and benefit payments. Wet interest expense and other
enpenses related io defined bensfit plans are recognized in profit or loss. Acuaral gams and losses on
changes io achoarial assumpdons ae recogmzed o other comprehensive inoome/'expenss.

When the benefits of a plan are changed or when a plan is oorailed, the resulting chanzs in henefit thar
relaies oo past sarvice or the gain or loss on curfailment is recognized immediately m prodi or loss. The
{Group recognizess zains and lozses on the settilement of a defined bensfit plan when the serlement acours.

Oleer mon-crrrans smployes Bemefie

The Group's net oblizaton with respect to long-ternm employes bensfits other than pension plans s the
amount of fufure benefli that employess have samed m retom for their service in the cument and prior
periods. That benefit is discounied fo determine ifs present value The discount rafe is the yeld at the
reporing datz on government boods that have maturity dates approwimating the terms of the Gooup's
oblizations and that are denominated in the same omrency in which the benefits are expeced fo be paid.
The caloulation is performed sins the projected onit credit method. Remeasurements ars recognized in
profit ar boss in the peried i which they ariss.

Shari-ferm beneffis

Shor-term emploves benefi eblisations are measared oo an undiscounded basis and are expensad as the
related servics is provided

A lizbility is recopmized for the amount expected to be paid under shor-term cash boous or profit-shaning
plans if the Group has a present lepal ar constroctive oblization to pay this amount as a result of past

service provided by the emploves, and the ohliFation can be estimated reliably and it is highty probable tat
there will be an outflow of economic benefies.

Provisioms

A provision i= recopnized o, as a result of 3 past event, the Group bas a presant lesal or constructive
obligation that can be estimated reliably, and it &5 probable that an ouiflow of econonnc benefits will be
required fo seiile the ehlizaton Provisions are determined by discouning the expected fofore cash flows at
a pre-fax raie that reflects cumeni market assessments of the time value of money and the nsks specific o
the liability. The mnwinding of the discoumt is recognized as fimance cost.

Ervenne

Fevenue &5 recognised to the extent that if is probabls that the economic benefits will Sow to the Group and
the reverme can be reliably measured, regardless of when the payment is being pade Fevems is measared
at the fair vakoe of the consideration received of receivabls takins mto account contrachually defined terms
af payment and exclodine taxes or daty.

Electricky distribugon and sales of eleciricity

Feveme from elscincity ransmession is recogmzed based on acts of services rendered. The act is prepared
far each counierpanty m accordance with the conchaded coniract on the provision of services based on the
meier readings and the “bodler™ tardffs. The @ for the dismbution of elecmicny (o resped o all subjecs
of the Russian Fedemtion) and sale of electricity on the rezulated market (in Tespect of subjects of the
Fussian Federadon, mot united in the price zones of the whalesals elecmciny marker) areap;-rmedb\'te
executive autharities of subjects of the Fussian Federation (heremafier - regiomal regulatory authoiy) in
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the sphers of the state enerpy taniff repalatdon within the rangze of cap and (or) Seor tariffs approved by the
Federal Antimonopoly Semvice of the Fossian Federation.
Fevenue from the sale of alectricity is recognized based on monthdy acts of acceptance of eleciricity under

the eledricity supply agreements (elecincity sale agreements) of lezal enfites, based on the mefer readings
and 1mregnlated prices formed on the retail market in the setflement period; monthly documents (receipts)
an the consumption of utilities services by individuals based on the meter readines and tariffs approved by
the reriomal regulatary autherity.

Fevenue from the resals of elecimcity and capaciiy which is seld under pewer supply contracts inchudes the
part of revemne related to the mansmizsion of elecricity, The tanff for the sale of elecmiciny under power
supply contracts is caloulated with the ransmizsion fe= @ken into account.

Services for fechrological conneciion fo eleciric grids

Fegional repulatary authorfy appooves payment for fechnological compection according to mdividual
project, as well as standardized taniff rates and rates per unit of maximm supplied power on the basis of
which the temitorial petwork organization caloulates the fee for technological conmection to eleomic
nefworks.

Payment for teckmological connection to the umifisd national elecmic network is approved by the Fedeml
Anfimonopaly Service

Fevenue from technological connection to power grids is calrulated on the basis of the size of payment for
technological connection determimed m accardance with the legislation of the Fossian Federation v the
elecimiciny sechr.

Fevenue for technological comnection t the power petwork is recognized on the basis of the acts of
acceptance of technological commecton In cases where undsy the terms of the conmacts technological
connection to power grids is performed in stages, reveme is recogmized upon completion of stages of
sErvices.

(hker revenne

Fevenue from mstallation. repair and maintenance samvices and other salss is recogmized when the services
are provided er when the sisnificant risks and rewards of ewnership of the zoods bave passed to the bayver.

Covernment subsidies

ovemment grants are recognized where there is reasonable assurance that the pramt will be received and
all the afttached conditions will be complied with When the grant relafes to an expense Hem it is
recopmized as income on a systematic basis over the periods that the related costs, for which it is infended
e compensate, are expensed. When the srant relates t0 an assef, if i3 recognized as income, less the related
enpenses, in equal amounts over the expected usefidl bfe of the related asset.

Govemment sobsidies that compensate the Group for low elaciricty tariffs Jest moome) are recognizad in
the consolidated smtement of profit or loss and other comprehensive income in the same perieds m which
the respective revenus ks eamed

Other expenses

Lease paymenis

Payments made under operating lases are recognized in profit or loss on a straizht-line basis over the term
af the leaze The ameunt of lease incentives received reduces the fofal lease expenses over the femm of the
leazs.

o
=
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Mininvmim lsase payments made under finance leases are apportoned betwesn the fnance expenze and ihe
reduction of the outstanding liability. The fnance expense is allecated w0 sach period durmg the leass =m
5 &5 1o producs a constant periadic rate of interast on the remaining balance of the labilicy.

Determinmme whether an arransemen CoRiEns @ lease

At the inception of an amangement, the Group determines whether sach an amaneement is or cootains
indicators of a kease A specific assst is the subject of a lease I falfilment of the amangement is dependeni

an the use of that specified assef. An amanzement comveys the mght fo use the asset if the amanzement
conveys w0 the Group the nzhi te conirol the use of the underlying asset.

Al incepfion or upon massessment of the amanzement, the Group sepamaes payments and other
considerations required by such an armaneement mio those for the lsasze and those for oiber elements
proporianaiely w their fair valees. If the Group conclodes for a finance leass that it & impracticabls to
separate the payments relishly, then an asset and a liability are recopnized at an amiomnt egquoal to the fair
vahue of the wmdsrlyving asset conmact. Subsequently the Habilioy is reduced as payments are made and an
impurted fnance expense ks recogmized.

Social expendirure

T the extent that the Groap’s coptibutions te social programs benefit the commmriry at largs withous
creating constnactive ebligations to provide such benefit in the fiture and are not restricted to the Group's
employess, they are recognized in the income saements a3 moured Group costs related w the Spancing

af sopcial programs, without making a compmiment with respect fo soch finmcing m the fiuhore date ars
recopmizad m the consolidared statement of profi or loss and other comprebensive income as they arse.

Finamce income and costs

Finance income comprizss mierest moome on funds myested (inchiding available-forsale financial azseis],
dividend income pgams op the disposal of availabls-for-sals firomcial assets. discounts on fnamcial
instruments, and foreizn currency gams. Interest income is recognized as it accrues in profit or loss, using
the effective interest method Dividend income is recognized in profit or loss on the date that the Group's

right to receive payment is established.

Finanre costs are comprised of intersst expense on bomowings, financial leasins, foreipn currency losses,
discounts on fmancial insumenis and pamrment ksses recoenized oo financial assets otber than mads
receivables. Barmowing costs that are not directly aftribatable to the acquisitien, consmocton or production
af a qualifying asset are recognized n profif or loss using the effective nierest methed

Foreign currency gains and loss=s are reported on a net basis as efther finance income or finance casts,
depending on whether fareirn currency mowements are in 3 net 2ain of net ks position.

Income tax expense

Income tax expense is comprised of ourent and defered tax It is recogmized m prodi or loss, except to the

extent that it relates to 3 business combiration, of ifems recosnized | other comprshensive mcoms ar

direcily m equity.

Ciarent tax is the expected fax pavable or receivable on the taxable meome or loss for the year, using fax

raies enacied of substantvely enacted at the repordns date, and aoy adjusiment to incoms tax payable with

Tespect t prEvioUs years.

Deferred fax 1= recognized with respect fo tempoarary differences befween the camyving amennis of assets

and liabilis=s for Snancial reporing parposes and the amoumts nsed for faxaton porposss.

Diefermred fax is ool recognized for:

» Temporary differences on the nffal recogniton of assets of lishilities in a ransaction that &= net a
brosiness combination, and that affects neither accounting ner taxable prodt or Loss;
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» Temporary differences relating to investments m sobsidiaries and associafes to the extent thar the
Group is able to conirol the tmdne of the reverzal of the tempomary differences and & is probable that
they will mof reverse m the foresssable funure;

= Taxahle temparary differences arising an the inttia] recogmition of soodwill.

The measurement of deferred fax reflects the @x conseguences that would follow the manney in which the
Group expects, at the end of the reporting pertod, to recowver or settle the camrving amount of its assets and
liabilities.

Deferred tax is measored af the tax rates that are expected fo be applied to the tenmorary dfferences when
they reverse, based on the laws that have been enacted ar substantively enacied by the repordng date.

In determining the ameunt of corent and deferred fax, the Group akes into account the inpact of uncentain
tax posidens and whether addidonal tawes, peraldes and late-payment interest may be due The Group
accroes fax liabilites for open tax wears based on ifs assessment of many faciors, incloding interprefatons
af tax law mnd prer experience This assessment relies on estimaies and assompiions, and may imalve a
series of jodements about fnnore events. Wew information may become availabls that cansss the Gooup to
change itz jud=ment regarding the adsguacy of existing tax Hahilides; such changes to = lahilities will
impact the tax expense in the period that such a determmation is made.

Deferred taw assets and Habilities are offsst if thers is a lepally enforceable nght to offset current tax assets
and bLabilities, and they relate to income taxes levied Iy the same fax antherity on the same taxable entity,
ar oo diffarent tax enfiises, baf they infend to settle ourmrent tax Babilifies and assets on a net basis or the
tax assefs and Hakihides will be realized smvnltaneoushy.

A deferred taxn asset is recopmized for umsed trx losses, taw credits and deductible temporary differences,
i thie extent that it is probable that fishme taxable profitt will be available against which terparary
difference can be wilized Deferred tax asssts ars eviewed at each reporting date and are redoced fo the
exfenf that it is no lonzer probable that the related @x benefit will be realized

Earmings per share

The Group presents basic and diluted samingss per share (EPS) data for its ordinary shares. Basic EPS is
caloulated by dividing the profit or loss atdbutable to ordmary shareholders of the Company by the
weighted averape mumber of ordinary shares cutstanding during the period. Profit attritutable to ordmary

shareholders is caloulated by adjusting profit attibutable to owners of the Company by profit attrdbatabls to
holders of preference shares.

Lerment reporting

The Groap detstmimes and presents operating segments based on interra] mformation provided o the
Mlanag=ment Hoard of the Company, which is the Group’s chief operatine decision-making hady.

An aperating segment is 3 component of the Groap that enpages in bosiness activitiss and from which it
may eam revemises and incur expenses, inchading revemies and expenses that relate to mansactions with any
ufteﬂrmpgnﬂm'mmpu . The operatns results of operating sezments for which discrete fmancial
m:ﬁmmatmnhmﬂable.remrlewedregulaﬂfh the Management Board so that it can make decisions
about resources to be allocated to the ssFment and assess ifs perfonmancs.

Sepment results that are reported to the Mana pement Board inchade items divectly atimbuatable to a segment
a5 well as those that can be allacated on a reasomable basiz Unallscated items comiprize muinly the
Compary revenue, sxpensss, a5sets and Habilides.
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Sepment capital expenditore is the fofal cost moomed dunng the vear to acquire property, plaot and
equipment, and miangible assets other than goodwill
Inter-<emrnent pricing is determvined on gereral copmersial femmes,

Measurement of fair values
A oumnber of the Group’s acooumting pelicies and disclosues require the measmwement of far valee for
When measuming the fair value of an asset or lakility, the Group uses observable markst data as omach as
possible. Fair wvahies are categorized mie diferent levels in a fair value histarchy based on the inputs wsed
in the vahation techniques as follows:
= Lewel I- Crooted prces (umadsted) in actve markets for identical assets or Habilifies;
« Lovel I Inputs other than quoted prices inchided in Lewvel 1 that ars obsemable for the asset or
Lisbalsty, efther directly (Le. as prices) or mndirectdy (ie. derived from prices];
= Lovel 3- Inpuis for the azset or liability that are not based on observable markes data (unobzarvahle
Lmpaats ).

If the inputs used to measure the fair valie of an aszet or a liabidiy might be categorized in different levels
af the fair vahae kierarchy, then the far valoe measuremesnt is categonzed m ifs enfirety m the same level of
itz fadr valoe hierarchy as the lowest level imput that is significant to the eoire measurement.

The Group recogmizes mansfers berween levels of the fair valoe histarchy at the end of the reperting peried
during which the change has ocomred.

Further information about the assmmpions made in measunng fair valoes is included i Note 28,

2
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Significant subszidiaries

PTSC FEC UES
PTSC MOESE

15 Tyumensnergo

PT5C Lanenergo

PISC IDGT of Conire

TEC DT of Unals

PI5C IDGE of Centre and Volga region
PT5C Enbanensrge

PI5C IDGT of Siberia

PISC IDGE of Volg

PISC IDGE of North-TWeat

PTSC IDGE of Morth Cascams

15 Chochsnanargo

PISC IDGE of South

PISCTDC

15 Yanarenerge

IEC Emrachasvo-Cheriesdkenargo
I1E0 Ealmemargosiyt

IEC Esbtalkcnarzo

1580 Tyveenergoshyt

B0 Eevkavkezanerge

PT5C Tagwtan Powar Sales Compazy

31 December 2017 31 Diecember 2016
Couniry of Urwnerzhip/voting, Orrnerzhipiveding,
mCeTporation ba b

Enszizn Fodaration ED.14 BD.13
Enszizn Foederation a0 50.50
Enszizn Fodaration 120.0d 100.00
Enszizn Fodaration 58106017 GE 108817
Enszizn Foederation 5033 .23
Enszizn Foederation 5152 51.52
Enszizn Foederation 5040 0
Enszizn Fodaration 9278 9234
Enszizn Foederation TSR JTE451IR
Enszizn Foederation 5797 SE.ER
Enszizn Fodaration ¥53B 553E
Enszizn Fodaration 9730 29320
Enszizn Fodaration T8 12.66
Enszizn Foederation §5.12 3501
Enszizn Fodaration BETTA438 B3T3
Enszizn Fodaration 120.0d 100.00
Enszizn Foederation 100.00 100.00
Enszizn Foederation 100.00 100.00
Enszizn Foederation 8327 6327
Enszizn Fodaration 100.00 100.00
Enszizn Foederation 3584 35.04
Enszizn Foederation 5100 5100
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Non-controlling interests

The following table summanzes the information relating to each of the Group's subsidiaries that has material non-controlling interest, before any intra-group
lminat

As at 31 December 2017 and for the year ended 31 December 2017:

Other individually
IGC of BGCW  IDGC of Centre IpGC ims aterial
FGC MOESK Lezczeryn Centre Urads and Volgs region  of Siberia subsidiarieos Tetal

Neacoatrolling perrentape 19.86 4510 31.90 H.77 4848 4960 4216
Nos-cunest weets 1,077,230 314,098 130,324 89 368 63492 A 44221
Cursett aswces 107,380 27037 14,298 15208 12,188 18,052 18,290
Nos-cunes kadilitiss (292,728) (110,559) (30820} (42,036) (13,547) 32.641) (27336)
Cursert Tidilities (89,631) (55,063) (42,728) (13,593) (12,066) (10,074) (17,609)
Net aoets 202,201 175513 121,074 44,147 45067 46216 17,066
Carrying amount of sos-coatrelling interoe 159024 86,773 40,208 22,110 22430 23564 7233 4413 365,755
Reveme 242 980 150394 77,653 91116 SIS 91 002 5.5
Profu 9% 553 1073 18,647 2583 4112 11,438 24810
Othie: coagprriemive incoese/{lma) (8,191) (553) 2 (239) (68) (361) 16
Totad comprrhenane income 362 249 18,689 2744 4044 11077 2,426
Profit{las) allocea! 15 mo-ccatnillng e 1957 1,509 $952 1484 1594 6T 1,016 2.397) 34807
Other conpredemive income/(less) allocieal

soscortolling sered (1,627 (286) (119) (44) (1) 12 (165) (2.40K)
Ciesh florws fioen operaing sctivities 120,767 26,337 11,518 14,268 7671 13470 2,562
Ciond Mlowa ] s dmvesting activilies (76,436) (26,827) (19339) (11,863) (6,200) (9,675) (7259)
Cash flows from\used in) fitsecing activities. (46,100) 427 575 {3 608) (1,279) (1,689) 5,639

- incduding Svalends o mscorerdling

alurehlden 3,712 (07 (943) (915) (355) (646)
Net increxse) (docrease) in cash and cod

copain slests (1.869) (63) (6.946) (1.204) 193 2,106 ag2
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Az ar 3] December 2016 and for the year endad 31 December 20146

iy individhually

G of BCCo G of Centre aC ——
FizC MOESK Lamemsrpn Cemire [l rals aml ¥ilga regim of Sibwrria smlisidiaries Tl

Memcenimlling peroenlap: 1987 4010 LI 1} 4477 A4 4060 4L14
Mem-Curtenl deels 74,743 11445 130 35 ET.0kS 61,352 61512 1855
Charrenl. dsieiy 12TASS IE S 11. 245 DT [l H b5, T8 I, 15l
Mos-tuireal kaldlitics B L 04, 155 (31,551} [ 46,7535 {19,121% {25,927 (1R =Ty
Cursenl liaallics | bEa) 2435 {72053 [43,B12} {16,575 {14,205 {18,331} [#a i L]
Mel amiis TITIH 174,543 10, 2T 43 1318 41,710 IThsT 14,519
Caurrying ansmod of sm-cesirelling inboresi 145534 e 7 LR L] DEIw F. B =] .27 6,194 5373 340,140
Heverme 154, E5T 143 352 65 502 BE 9% .26 TE R4 44,4407
Pl 68375 2181 12211 470 1250 1632 135
Rl conpprelermive income|lisa) 43,911 k) I 56 {1533 i2 141
Total comprehensee inomne 113 2473 12249 4.6 1. == 478
Pro (e j allessaien] be imvirconabrollag; iniesssl 13,74 4497 3592 1540 650 1,802 ] {1,500 13 116
Tl conprelbermayve incsme| ke allocie] b

suns-cusndn [ling sslered E659 125 7 16 |60 [k} 6l 3 B A5
Carilh Meversi Troin opersaasg; sdlivies: 1143 IT. 780 B35 14,702 E 01 E 148 (50T
Cail Merws ] i esvesiling ativilics (317,558 VR TR] {15, T4} (13800 I8, T2 (7405 (17
Cail NMerws TrommaVused i) Nimescing asliviliss (Ll i ] 1119 (T 16K 543 i85, 20 (1263 4,311

- inedudig Svadenls by mm-ngslling

ikarchelden (3,047 (3,105 {51€) (X1E) iE] 458 £p
Met ine reass (dedreasc) in cash and cask

eyuin aleeis 1615 4 (L5 TF) T4 (RN o] [Lv. ] [ELEH
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Information about segments

The Group bas idenfified fourfeen reporiable segments, as descmbed below, which are the Group's simatemc
business umifs. Each stategic busmess unit affers elecinicity fmosmission services, inchiding iechnologzical
connection services, in a separate geographical ragion of the Fussian Federation and is managed separately.

The “other™ sepment mchndes several operating segments such as elscmicity sales, rent services and repair
services. Unallocated items are comyprised mamby of assets and account balances related to the Comparmy s
headquamers.,

The Manazement Board of the Company assesses the performance, assets and lishilites of operating
sepments based oo nternal managsment repecting, whach is based oo the information reporied o stafuiory

accounts. Performance of each reportable sepment 15 meazored based oo eammings or boss before interest
expense moome @ax and depreciation and amertizaten (EBITDA). Mapazement believes that EBITDA is
the most relevant meanmement for evaluatng the resules of the Group's opernting sepments,

The reconciliation of reportable sepment measoremends with sipdlar items in these consolidated firamcial
statements inchades those reclassifications and adjustments that are necessary for the financial statements to
be presented in accordance with IFES.

Informarion regarding reportable sspments is inclodad below.

M
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TG all
Sleriy dnd IHEC of  TEGC of
Tomskaya Tyrumen- IGEC of TG of IDGC of Kubanemer  Sorth  Cestreand TG of Yantar- [BGT af
(I emaErEn Wrals Vidkia Samih B Cimeamn  Volga  Norb-Wist Lessnirps energe Cendre MIHESK Fidl Chkser Tisisd

Reveime Troin

salormsl cudiEems 45,104 CTRED e 4T DG JEERS 43340 1058 TR 41,154 AR RS e B3 21 TeE Lot ei-] 51 555

hl:ﬂ-H:FI EPsIne 131 [ k] PRt pa] 424 < 4518 .t T L4 4% & i 'Y PELREY LTS Fah 580

Fepmmi moveme i 2T FTEVE  TLAFE) EGpE B8 e 43388 14,1358 51 4 TR AyEEE TR PR BT R v INE G Q3 NN 1 1948

Lrncheactizsg:

Fleciricify

L 7 168 REGEE  EOETE  SRA0S  Gk4E0 ETF: 3 19,555 i RS 4ETI0 T L BIAEE IR pEE G BLTRI Q81 AN

Cowpneciian oo v =] B e M 1% 413 2] = 13 LA} 1335 818 | E 4 d =121 =183 54,500

Resale of wlvcrisity - - - - 2] - (.1 LT - - - L - - &8 TT2 TSN

Tk revense 5§ rr iy (T 355 4%] B9 RO 435 Tea T 153 1308 i AR bl ird ] el ) a3 08T

Frzunx iz 128 11 3 15 &l 48 i -3 "] L iii 1% iy 10,538 i 13EE

Faminx coels 05Ty [234) Ry 45 150 (1T R (1168 |0 A {7 = T & ) [T 5] 13548 04 | Pea b [(FAT

Deepreciation 5077 EISE  agry  STM TSED 1, Tt 2186 A 4478 [ 1SS0 14704 Kl 957 iK1 p fr

ERITIA I_..'-'.l" !‘& .48 I-£_= B IR -I-II" EJ __‘Id“‘ .‘.=-I I8, TS S8 IF‘E .HJH I-I-&-'.l! |!£'||| Jll‘l'.'l'ul

Srpmenl iy THATS 147 HEE e BN &3 2V 48401 i F - A IBL ALY S2A SATHE Z41m 11 A SISy 0 AR 1 45 Bkal ST e

Inclmufmy pruperfy;

pani anad egmipmeni

ana sovotrucdion &

pregrers LEIFRE 140ESE 1.TH 40TES  EREN0 o] i) T A 41 82 16ES10  IRRAS AT Wi S B R ek Lissat

Cigpitl enpresibinre R IS EST 4001 TIed 1 86F 1,530 SRS 65T T TI0 0.0 10 e AT EAS 08 1At TIEIE
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Mowes ber et Coveioliliiidd Fladecial Shabiondntt for e e dvdhed’ 21 Déceonbar 2007
fin s off Racisior rnles, ualedd otherwis JLased)

Az ar 3] December 2016 and fior the year endad 31 December 20165

TG ol
Eiheriy and TG (I ES IEGC ol TGO af
Temskaya Tyumen- uf DR ol ol Kubiscser Norih  Ceniee and G0 of Yamtar. T0GC of
(i e lmk Voba Ssanik = Canrasuy YVelen  Mordb-Wot Lenenerm coersm Cenire MOESK FiC THber Tistad
Revmine Mnnn
enleradl Cinliders a5 488 ST SR R0 dees a1 11,177 AL LR L 61,125 (] B ORT k] 5052 [[oiE ] BOR 24
Il Eveine 45 ¥ ARIE b aH 4 4524 Wi 1202 154 LF ] ri ] il 193,504 1T 40 IR, TS
Srpminl reveme RE N AT WMl G448 A3 AE  kLald [ Bpa) 14,7 TEAE 42433 [ e ] & 53 B 110 pEER T 2 B8, s 4T3 1T
Liehackeng:
Fleciricifr
Loy sowoen 25 SETME BN SIARR ) THE a3 15,258 TTEET 40,558 g E] 4518 EERL ] | 2K 5aT I, e ks BB 170
T iiemn e L e | &£y | ks b Ly 2 kR 128 ] 1,i3% B aAS e 1401 [TaTel ] 43470 bl 0 | T4, Tal
Ry of wlecirizily - - - - - - 1 s . . . . i - . Ta T T B0
ik v A, b ] al4 i1} 1% T k28 rd B ral 15K 158 [F=-1i 1,306 1,744 52 T19 £ 54T
Famiiy: macose 75 T L] i L e 151 1349 [ 1 R L] 2ra o] Eoed =2 15514
Famsiin: (il 1,548 DL L R T - ] I 1 (BT (2513 i1 A2T) 1.7y ey 4. 508)] i, 0K} &350 QLEILY  ARATI)
Dicjreciation 5041 TRES 4% E43r LA LT 2 6% 455 4283 O RAR s o RaE 24,454 K442 LTS ITERSE
ERITIA & S 01541 T p e N B v QAT 1, T1% 13 - [T1E] b ] 1 &48 1ok B p ] 203 a2 16,577 TR &4
Erpmeni sy T N l4b a0l AT LRI [l g PR i B [ E R ENT T j e N ] R 0 e aTd ITiEds IR iy
Inclading properiy;
ont onal oy vmeni
amal contruciion dn
presgrers 2 0 132916 30840 5100 RS L IR AST pEE L] 45,111 LaT 5T Baky s = bt ALt N Lo 6334 2307
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ROSIETT Croup

Motes e that Covsiilioed! Fimaneiad Shabiodati for S wor dndhad 30 Dvedosber 2007
fie ot o Ruster rabiler, weleid ofrw i st

Magjar crstomer

In 2017, the Infer BAQD Group (consising promanty of elecimciy salss compani=s within the Inter FAQ
iGroap) was a major customer of the Grouap. Total revenoes Tom companiss of Inier BAD Group amounted
in EUB 214,190 million for the vear ended 31 December 2017 (FIUB 195,835 million for the year ended 31
Diecember 2015).

Reconcilations gf reporiable segment revenues, ERTTIA and avrets and Fakilitey

The reconciliation of key s=zment fems measared as reporied to the Maragement Board of the Group with
simdlar jtemes i these consolidated fmarcial staterments is presented helow.

The reconciliaton of segment revenue is preseoied below:

Year caded Yiesr endid
31 Deepemslser DELT 31 Deember 2005

S Eenl revenn e 117425 17,778

| miorssgmce ovomne climinstion (220,599 {189,75%)

Reel sl st from cthey mosms 1,7=& LEL

Ofber adjustaacets (7.080) 7154

smllocnin] mevenues jifs] =
Revenues per consalidaed aatcmsent of peafit or hos and sther

caniprehensive incane 94834 1 034

7
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ROSITIT Group

Moes oot Caovsiolblened! Flmamciad Srareenesir for the e amdied 30 December 2007
s millioes of Russiar rabien, ealas ofberwis surad)

Feconcliation of reparable segment EBITDA is presented balow:

Wear ended Year emiled
31 Deeanibier IELT 31 Dcesabssr 2006
EBITIR of reportable sepmests 10,7 373,46
Adimsonext for net book valne of proparty, plant and squipmea 152 {115
Adpsimeni for invenbisies valmition (11} {44
Dhseonting of Tl indlfument 11=% {2.253)
Adimstmexd for allowance for dewtafal debinm ] {3.3E2)
Adpusimen Tin [ loase i K]
Inga=mentieveral ulimpemanl of prperty, plal and squipmet (3.318) (37.817)
Mcirued salane: dd wigss ko emphiness 1aE {5&)
Rf;::l.:urm and o leng-term cmphryoe honslin 50y (E55)
Adpsimenl o msds ielaied to anplove: beeslis b |
Proveimns 1,414 {22109
Adpsiment Tir defierred capenses 368 {31
Adpastment of gvailale-fin-sals Fnamcal sty (10%) 134
Re-mesmaememi ol sy mlable -fow sale oo bments | brassd=r ol e -
mcinuremend L sty 7,508 (33.133)
Adpstment of smparment ol nloraepay prammey mke (L.21E) (13.233)
iMba aljustmens (6.347) (2595)
Limalkereaied ilems 4B1E 1316
313,71 ez 131
Dieprecistion amd smoe i eson {109,287 (113,768
Inkeresd enpenses n Fmanesl Lishililies {26,650 [EL43
Inlered experniies on fnanee bease lisbilfes (140 {130
Insimse b expenss {40,482 (20,301
Pﬁn:::r:‘ﬁ;:::ﬁbﬂ slalement & pralfil or lisd and in 98,341
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ROSIETT Group

Moo o oA CawmoDaened! Flmancial Sakeoeeay e g e dvrckind 30 Dveeoedaer 2007
e il of Ruislar rabided, welsid orbirw i Sored)

The reconciliaton of repormables sepment tofal assats is presentad below:

31 Decembier 2007 31 December DA
Toitsl segmeni azsers T uET 04l * B48.514
Imiersapment balances (142,395 (182 49E)
Iniersagment e stments (31,494) (30677
Admstmest for net book valne of proparty, plant and sqmipmend ®3.573) (122,707
Impadrmeat of proparty, phint and cqeipment 318.43%) 319,57
Eocogmiten of assets rulakd to amploves bunefit 6,708 6, TE
Admsomant tn cost of nestments in aswociates 153 vl
Admstmeas for allowance for doubti] detdors 33,285 14,674
Admsonent for nreatories valnyvton (103} {52}
Dwfamred ox aswets adinsmmant (13,631} (L1058
Adhance: given (2083 (2325)
Cther adjustmenis (17,405 7316
Umallocammd tmms Bl.&07 75,185
Total aziets per conselidured seavement of fnamcial pesition 1409 309 2 I66,5TS
The reconciliadon of repomables ssement total labilitiss i presented below:
31 December 2017 3] December 20016
Totsl sepment Eabilices 1084502 109331
Imersepment balances (140,275 (LEEEIT)
Dwfamred t2x adjnsimant (28,20E) (2514
Accral of retirement and other long-trm employee bemefit
chligetion 32,713 2B.425
Fizmance lease liabilities béE3 L)
Acomed salwwiss and wages to soployess 112 231
Jther provisions and aconals 1,353 1519
(rther adjusmments (B. 465 ({7007
Umallocaid e 33,133 346
Total Babilitie: per comzoldaced statement of Anancal pecitien #85,838 862,035
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EOSEETT Group

MNoodes i thet Caveolaerned Flmancial SMakierdaly fir B ir drchid’ 30 Doy 2007
i millices of Russior rabier, welarr atherw i Sarad)

Eevenue
Year ended Year emded
31 December 1017 31 December 2016

Flecimicty tanwmissm T84 216 721,681
Sales of slectricity and capacity T5.740 78,261
Technological connection sanvices 323 66,118
Orther mvanms: 36,009 32,774

4534 01,034

Cther revernes are mainty copmrized of revems from constrocton ssmvices, renfal incoms, repair and

IMAMIPNANCE SRTVICSS.

Other income, net

Wear ended Vear emded
31 December 2017 31 December 2016
Imcoms in the fomm of fines. and penaliies on commendial coniracs 16,475 B 588
Imcopw: from identified mom-contacted slectricity consumption 2834 2140

Incopw: from compensaticn of losse: in connection with retirensant

! liquidation of electric grid assets 2,660 2947
(Lot} gain on deccmsolidation of mbsidiaries {B0) 12318
Nat cther imcome 372 4736

22,261 30,747

For the year ended 31 December 2017 the (los)zain from derecozniion of the swbsidiary inclodss
the net valuz from the megam and loss of comtrol ower QTS Wuremergo in the amount of EUE
8 millien and the pain on deconsolidadon of OTSC Nurensrga in the ameunt of BUBE 12,669 million for

the year ended 31 Diecember 2016 (Mote 2d).

HMet other mcome/expense inclodes profitloss on msumance reimbarzement on dspesal of fxed aszefs and

ather fems.
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EOSSETT Group

Aooves oo et Covsaldared Flaameial Nateeeas for tee e dvded’ 30 Decionbar 2007
e millieed of Russiar bl weldd olferwie Soied)

Operating expenses

Parsome] cowts (Mot 117

Dwpreciation and amortization (Motes 14, 17)

Impadrrg st {revaral of impairment] of proparty, plant and
equipment (ot 14)

Mazerial oxperses, including:

Electricity for compansation of lossas

Purciassd eleciicily and heat powsr for own oeeds

{ther matenial costs

Productoon work and serioe, including:

Faperr and maizdezance services

Orther works and indestrial services

Taxgs and lovies other than mcopw

B

Izsorance

{ahier thivd-pary servoes, inclading:

Secmity wrvices

Consuling, legal and andit sercices

Software costs and swervicing

Trnsportation services

Orther sanvices

Impedmment of recervablss

Prowiuimms (Mot 27

Orther expenses

87

Year emded Year emded

31 Diecember 2017 31 December 2016
1E1,530 173,615
109,287 113,765
1912 38,503
128,07 111,543
42,216 46,023
4268 4,003
30346 40,8487
142,870 130,897
13,447 11,764
18,343 1&,860
24,832 20,735
6,266 7514
2,350 2,154
2,E11 2,832
4,411 2432
3170 2,307
2,434 3,023
2,633 2378
B,7%4 7,873
1B,26% 18562
5,067 0375
15,413 17,628
TTh 288 78,324
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EOEIEIT Group

MNowes b the Covsolalared Flmmscial MNateoeemty jur the e dmded 20 Dvceonber 2007
e milliwes of Rusieiar mlbies, welers arberwis suned]

Perzonnel costs

Year emded Year emded

31 Diecember 2017 31 December 2006

Wagw and salaries 135,142 122513
Social secaity contributions 36,4712 IT054
Expemas mulated 1o defined bemafit plan 1677 1,438
Expaaues{gains) rulated to cthar long-term acployes bansfit 301 74
Oether 3938 3365
181,530 173,615

The amount of conmbutions to the defined contniution plan was BEUB 17828 million for the year endsd

31 December 2017 (for the vear ended 31 December 2016: EUB 26,33 million).

Finsance income and costs

Year ended Year ended
Recopnied t prafif or lees 31 December 2017 31 Decembier 2016
LFmance meome
Imterest incomw oo Joams, bank deposits and proomssery notes 1575 12,566
Dividends i 47
Uzmringd of discount of accounds recemable 577 254
Ovther finamss imcome 1250 708
16310 13915
LFimance cosfs
Izdereat expemaes oo Gnancial liabilities measmed af amesized
cost (26,680 (31.454)
Imterest expemies on fnamce lexes Habilitien (140 {134)
Impedrmeat loss oo available-for-als and held-te-maturity
financial aets 303 X5}
Loss on dizposal of fmancial assets - 5
Imderest expemses on defined benaft Habdlibes {2031 2,355
{(ther Snanse costs (B709 (3.54T)
(30.034) @1.187)
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ROSIETT Group

Moees acr tha Caovesolulined! Fimomciod Srakcmments for ahe o drchd’ 30 Decdenber 2007
i il of Rutsias b, aela othireie sanad)

Income tax

Year ezded Year ended

31 Decembser 2017 31 December 2016

Carren income fay
Accml of corrent tax (2% 68E) {254E1)
Adnstmeat for prendious paricds tax B34 1,804
(28,334} {23,651}

Dferred imcome fax
Accrel and revarsal of tapsporary diffaremcos (11,547} LE14
Change in tax base of proparty, plant and squipmee 109 J6
(11,645} 2,180
(40,457) e

Inm 2017 apnd 2014, some Group companiss recaloolaied meome fax for prior penods related to the
dedocdbility for tax purposes of cerin operaing expenses which were previously capitalized io the fax
vahug of property, plant and eguoipment and accelerated tax depreciation of propenty, plant and equipment
aperated in an agpressive emviropmeent. As a result, adjosted fax declwations wers submitted to the fax
authorifie: md income fax overprovided m priar periods was recosmized.

Income tax recognized in other comprehensive moome

Year emded 31 December 2017 Year emded 31 December 2016

Before tax Tax Netof mx  Before oax Tax et of ax
Arrailabls-for-sale fmancial assets {8 E500) 1,728 [6332) 53,153 {10,628) 41523
Foreies comrency Tansiation
differvnoes (515 - (513 (304 - (304
Bamea sremeerts of the defingd
bamafit lishility {3,730) &10 {3,170} 1,536 (1249} 1,307
(1243815 2,338 (1, 143) 54385 {10, T57h #4128

The ncome fax rate applicable to the Group's entities for the year ended 31 December 2017 is 20 %5 (for
the year ended 31 December 2016: 20 %2).

Profit bufom incoms tax for £zancial reporting purpeses s reconcdled to mcome tax expensas o folloas:

Year ended Year emded
31 Diecembeer 31 Diecember
17 “a 016 b |
Profit{loss) before mooms Bx 177,504 119,842
Incoms tax a1 the applicable tax mie (35521 ) 20y (23,958 20y
Effgct of incoms taxnd a2 lowwr mms 1,353 1 1,539 |
Tax affect on not taxable or nea-dednetible for o purpose
ibamrs {6,035 4} {2,680 2}
Chamgs i= tax bass of proparty, plant and sqmipma=t ks - 56k -
Adievteants for pricr yeam E%4 - 1,200 z
Chamgs i= unrecognized defurred tax auset (TET) - 1,242 1
140,431} {25 (2150 ) {13
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ROESETT Group

Mowes o phat Covso ke Flmaociad Sakionents for dhe e drdhed’ 30 Decdmeber 2007
s il of Russior rablen, weles otherwie ored]

Property, plant and eguipment

Electricity
[T El:lli.pﬁl il i -
L.l and it Tor elect iy i im
Tsdlidings pefworks  IFAnsmissi s Chhier [IrErERs Tustal

Cnar i el cuar
Al Janusry 1§ 2¥T.564E 1LI3ES5G REE 119 Zish 5 I5L507 LABDGD
Rex:lasailication betwesn groups 4 E (0%} o7
Auldli o 034 10 riral & J3E 1 A37 220, 140
Tramsler 1& 0% 050 95,715 17 244 {201,123)
Desgaials 1,088 {1433} 2 25) {3333} 4,51 (13,741}
A 31 Deicanber D6 pLlx 1.ZIZA11 i), 99 T3 351,733 JIRE W
Ad | Janusry 2007 IR 5 L.ZIZA1I ) 9 AT 351,733 JIRE W
Rex:lasailication betwesn groups (5 211h {1,554} T H [ZTTh
Auddli vk 1,030 16441 5,34 .07 127 433 ISE30Y
Tramaler 15357 53 H00 E2.93T IESDD {172,414}
Desgaials (2415 {1 302} i 1.9495) {2,153} {&3TT] (1,ZT2)
A 31 Deccanber 1T 265,463 1.ZE1.955 1074, 03 J1A4E 401175 2334041
I pracianon and inpairmin
Al January 200§ |66, 0T | TG (35, {153,640 [E5. 451 {1,145 S
Reclomilicaion betwess groups (o) {1,554} B ILE) [ 5546} 9577
Deproceation charge (85490 (39, TE0) [37.524) (22,545} {108, 502)
Deigiails 264 BEL I 14% 1334 ¥ 4530
Izparmen (LE3) (13,753} {14,137} {1,732} 7,653 (38,503)
A 31 Deccanber D6 (75,560 {535,807 44 440 {176,143) (R ] (L2E3 40
Ad | January 2007 [T5. 560K 535,807 440 440 {176,143 (R ] (1283441 )
Reclamilicalion betwess groups 2633 {173} |5, T2E} [ 1&3) 3447
Deproczation charge {8,723} (39,03) {37,501} (20, E52 ) | 1M, 21}
Deigiails 10 74 [ 144 1,791 13K 3,747
Imparment i1 96T 173 (L4} B T35 {1.91%)
A 31 Deicmnber DT [A352TH {554 321§ (4K G5F) {190, 10 ) [EIR )] 11393.315)
At Sl vl
Al Janusry 2006 171,345 i S5 &9E 013 1 LR 4 287155 1734044
Al 3] Deicanlsr D6 174,978 GHTIHY 534159 NI WE- 7241 1. TRE_SGE
A 31 Deicanber DT 1El 34 TITARE SEE S 115337 340015 1,380,217
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Moves b thet Covesiolaened Fimancial Snakimay for the e dndad 20 December 2007
i i iTioeer o Ruostbor rabies, welers orherwise sorad)

Az at 3] December 2017, construction io progress includes advance payments for purchass of property,
plama:deqmpnman.UB"ﬂfﬁiﬁ million (31 December 2016 BEUE 15,504 million) and materials for
the fxad aszets consmucton of BUB 7073 mullion (31 December 2006 BUB 6,021 méllion).

Capitalized bomowing costs for the vear endad 31 December 2017 amounted to BEUB 17,812 million {for
the vear ended 31 December 2016: RUB 24,660 million), with capitalization rates of 5.85 — 11.64% (for
ﬂley-earmiai 31 December 2016: §.16 — 16.00%2).

The depreciation charge for the year ended 31 December 3017 of BUB 22 million (for the year endad
31 December 1014 EUE 20 million) has been capitalized fo the cost of the capital constmaciion objects.

Az at 3] December 2017 and 31 December 3015 there are oo fined assets pled=ed as collateral for loans
and borromines.

Leased properey, plans and squinmeni

Ths property, plant and equipment line mchedes leased fixed assetz with the pet boek wale of EUB
1,290 million as at 31 December 2017 (31 December 2016: RUB 1,318 million).
Impairmens ¢f praperry, plons and egrinment

The Group perfiommed an impaimeent test of the property, plant and equipment as at 31 December 2017 for
the cash pemerating undts (CGU) and recosnized an impairment loss oo propemy, plant and equipment in
ihe ammmnt of BUB 19,967 million {as at 31 Decembsr 1014 BB 44,252 pullion), thos loss recopmised as
at 31 December 2017 and partially amaortisad was reversed in the amount of EUB 12,055 million (as at 31
December 2016 BUB 6,440 million).

Eecoverabls ameount for all OGU™s, as wvalue i use, was caloulated using the discoming rate, determined
& the weighted average cost of capifal (WACC) within the range of 9.08% - 10.25% (2016: 8.06% -
1091%).
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Intangible azsets

Tmida! com

At 1 Tammary 216
RBaclasdfication betosan goups
Ddsposals

Ag 31 December 2016

At 1 Jammary 217
RBaclasdfication betosan goups
Ddsposals

Ag 31 December 2017
Amorrizanon

At 1 Tammary 216
RBaclasubcation betvsen moups
Amortiration charge

Ddsposals

Ag 31 December 2016

At 1 Jammary 2017
RBaclasdfication betosan goups
Amortiration charge

Ddsposals

At 31 December 2017

Mer book value

At 1 Jammary 216

Ag 31 December 2016

At 31 December 2017

ROZLETT Group

MNowes aer v Covsolalaed Flamacial Srammenty jor she ar dmdad 30 Ovcdonber 2007

i i i GF Rt st rabded, ddaksid obhdre i Satedd]

Orher
Licenses amd infamgible
Safrware cercficates 1 ] Tatal

15 346 148 11,936 31431
3 - 30 -
ol ] B&T 3558

(60T 11 (1.641) {23
1,564 143 11,132 J1LEIN
1,564 143 11,132 J1LEIN
33 4 73) -
r4n 3B b5z 4072

(B5dE) (101) (1.28%) {23
13173 TH 10,732 M 625
(10,558) 01 (2,219} (LLER9)
® (m 7 -
2,164 21) (2.744) (4,929
533 13 1,248 1,793
(1L215) {10z (3,708) [16,035)
(LL215) (102 (3,708) (16,035)
1z () (4) -
(2,433) N (660 (3,164
T 41 482 133z
(13.847) (140 (3,530} (17.567)
& 758 37 8,717 15=3z2
5330 41 TAM 16504
5326 B0 6,852 16,758

iCapitalized bommowing costs for the year ended 3] December 2017 amounted fo EUB 34 million (for the
veur ended 31 December 2016; BUB 53 million), with capifalizaton rabes of 538 - 0.88% (for the year
ended 31 Diecember 2016: B.75 — LE.M0E).
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EOQSSETT Group

Meods dei Dt L ol F i ol Staldoedati fOF S i ekl 37 Dvcdonder 2007
Fim millioved of Rudsber mabidcd, welad olbereie Soied)

Financial investments

31 December 2017 31 December 2016

Nem-rurremi
Anailable-for-sale financial sweh 67,024 T35
Fizancial assets hald to mamrity 2,550 333
60014 T8, 63
Carrenid
Fizancial asseds hald to matmrity 145 12,600
149 12,60

Available-for-zale non-cmrent financial assets are mamly represenfed by the shares in PTSC Imber BAQ
TES. Fam value of thess shares is based on published market quotations and ammmied to BUB 65947
million and BUB 74,542 million as at 31 December 2017 and 31 December 2016 respectively. For the year
ended 31 December 2007 the dscrease in the fair value of these available-for-sale investments in the tatal
amourt of RUE 8608 million was recognized m other conprehensive income (for the wear ended
31 December 2014; m increase BIUE 33,045 million).

Finamcial assets held to matorty are mamly represented by bank deposits with an original manmiy of mare
than three months.

31 December 31 December

Inierest rate Rating Rating agency 1017 016

OT5C Bank Tanmichacky (]| - - 2664 2333
Baxk &PE (J5C)* 7.33 BB+ Sandard & Poor's 35 12 133
PI5C Sharhank* 5441056 Baz Moody's 3 3
VTS Bank (FI5C)* - 242
Othar banks oE 187

3798 15080
* Government-rebited banks

Az at 31 December 2017 bank deposits placed im OJ5C Bank Tasmichezky (hereinafier — the Bank) are
aocounted M orespect of the prowision fr impadirment ameunted to EUB 10,036 million l:a=.aT
31 December 2014 - BUB 10,236 million).

In Febroary 2013, &ﬂermlmmamanpmcaﬂmem:mmmianﬂteBmkmshlmmt&mmmn
administration of GE. Deposit Insurance Agency (herimafter, "ASV™). In March 2015 ASV screensd over
invesinrs for the Bank deposibors andtredﬂm‘p‘ntemmandap;mmedﬂﬁCAEBIni&rmﬂmﬂFmanual
Chub (hereinatter — the Investor) as a candidate with the most Srvourable financins terms to prevent the
Bamnk’s tankraptcy.

The fair value of deposits is determined on the basis of the Bank's readjustment agreement. In the period
up to Jaly 2012 there is a plaoned Bank™s rearganization m form of a merger to its Invesior.

Chrently A5V has foll control over the process of financial recovery of OF5C Hank Tavrichesky based on
the gensral apresment between the Ivestor, the Bank, PISC Lenensrgo and PTSC IDGC of Morth West

{ﬂlE majar creditors). This agreement sipuistes reportng comprehenzive information of the Bamk's
finanrial standing on a regular basis.
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MNoees oo et Coveioldened Flamincio! Matememsy for g e dmchnd 37 Deveenber 2007
i iiTioes of Mucclor robiies, weler ofereie gured]

The Group's exposure to credit risk and impadrment losses related fo ether imvestments and financial assats

is disclosed in Nate 23

Deferred tax aszets and habilities

Fecognived deferred tax assets and Eabilities

Deferred fax assets and liabilities are attributable to the following items:

Asueis
31 December 31 December 31 December 31 December 31 December 31 Decembe
na? IlE a7 pLT]

]'-"rn]:n:rt:.r. plant and

euipToe = jHe 3060 {E%1E3) (88 473
Izanghble s 316 436 M oy [
Anaihble-for-sals

I Tments 3478 335 45400 {8,850
Imwaborias M7 450 144 3k
Trade and other

recaivables and

PrupayI&mTs 14 E1% 10,934 13319 Ll
Fizmancs lease liabilities 185 216 125 e
Loans: and borrowmes - o {215 (184
Prowisions 3397 4838 5395 4,798
Employea bemafits 3415 2008 3,341 253
Trade and other

payehles 1LI58 2699 2044 1 650
Tax loss carry-

formards 4393 3,383 2395 339
Orthor 773 E08 43 =
Taz assets\{Eabiites) £t 33 419 {80, 181) (=1,685]
Satof oftax {£1,E11) (L8,259) - -
Unmucognived dadformd

tax ausets {5.B43) {B.0E1) {E.B43) {E.0B1
Nt tax

assats{Habdlites) 71178 7068 {62024y (=8, 766
Unrecoemized deferred tax liabilites

At 31 December 1017, a defemed tax liabilicy for temporary differemces of BEUE 190,649 milliom
(3] December 20145 BUB 138,132 million) related to an investment in subsidiariss was not recepmized as
the Group i= able to conoel the fming of the reverzal of thiz temporary difference and it is probable thar

this temporary difference will not reverss in the forese=abls fotore
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Unrecoemized deferred tax assets

In acoordance with tas legislation of the Fussian Fedemtion effective from 1 Famaary 3017, taxable prodts
can be redoced by the amomi of tax losses carmed forward for relief dunng unfimited period of fime, af the
same time in 2017 to 2020 tax losses offset cannot exceed 3 percent of mxable profis. Up undl 2017, the
tax lezislation st @ limit pervod fior tax losses to be carmed forward for relief azamst taxable profits for ten
vears after they were moumred. In determining fivnre taxabls profits and the amount of % benefits that are
probable in the fumre, the Group’s manazement makes estimates and assumpiions including expectations
regarding the Group’s ability fo gensrate sufficisnt fshoe faxable income and the projected fime penod
aver which deferred tax bepefits will be realized.

Diefered fax assets have oot been recognized with respect to tax losses and tenparary differences as it is
nit probable that fimre taxabls profit will be available, agains which the lozs-making Group’s companiss
can wilize the relevant temporary dofferences and tax losses,

Diefered fax assets bave mot been recopmized with respect to the following:
31 December 2017 31 December 1016

Daductible teoporary differanices i 17087
Tex losses 18,515 1330
Toial 4,714 40,406
Unrecogmived deferred tax azsers af ihe applicable iax raie B8543 8,081

Movement in temporary differences during the year

Recognized  Dispasal of

Addditiva sy an in ather sulmidiaries
I January  stquisitén of Retiguiced in - ciemprehessive  and other 31 Desember
my dplodliaris  profii 4 ke incame iy mT
Projeerty, plime and sgpapiment (=9 4T3h - {15 739 - - (23 1EE)
Inlengale oot 21 - =1 - - 152
Availshle-Tor-zals
i veR bl i6,E50) - 581 1,728 - (4.541)
T Bisimei 393 - (204 - - 139
Trade arml olbed ioon vaile
mul peopayEen i 5043 - 3586 - - 13 K84
F ifzisuse lodpe | zilaltaes 20& - (300 - - 135
Lasesi asal bernmaings [ 154k - (ER]] - - [229]
Priwsissing 4. 74 - m7 - - 5394
Emplsyoe beneiis 2 835 - {104 &l - 3.3E1
Trade asl ok payables 2 i - ] - - 2054
Tan les cmrry -linrweand s 3,395 5 -k - 2 8355
ks I - [F0E) - 45 45
lisewasgin s delerreal b
P {8081} - 621 - - (B 34T)
(55, T 5 {11543 2,338 47 659 024)

44
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Recoguived  Dispasal of

Adddlinns an i ey suhsidiaries
| January  adjuisiséa of RBetogmized in osapechessive  and other 31 Desember
Inl& iglcsliarees  prolii ar lass inCdmne iy el IFl&
Prupeiy, plat sl spagrone (67, 299) - (2,261 - ET {9,473
lnlangasle doet 26T - LET) - - Ilo
Availshle-Tor-zals
e ek 3,7ES - T (R ELE e ¥ - 6 2%0)
linwem Rerasd 51 - {137 - - 3533
Trade asl olber moeavaliles
il peopaymeni G60a - 1341 - {1501 0543
Firsaris lode: |xilahiash 133 - LE] - - Ili
Lovmsi drad besrromaingx (35} - Ly - - { L5]
Prorveiasni 4554 - 144 - - 4,798
Employoe benei 2.953 - (| {12 - 2E53
Trade anl olber payables 1,713 - (32 - - 2656
Tarn kit smry-linrwand s 3,671 - 24 = (500 1395
ik {48) - 489 - {5h 354
Urrmagmed dcfoml La
et (U200 - 1242 = 1,70 (EDED)
(E L - 2,180 {1075T) IET 155, Tisk)
18 Inventories
31 December 1007 31 Diecember 2016
Bxw raterials and sppliss LE3ED 17317
Inpaimegnt of raw materialz and vapplics {215) (3ET)
Othar inrantoaias L5204 16,385
Inpaimeant of othar iantories 21} {43)
35050 33,143

Az at 31 December 2017 and 31 December 2016, the Group has no pledzed imventories did not pledee

inveniories as collyteral.
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Trade and other receivables

31 December 2017 311 December 2006

Nop-current trade snd ocher accomnis receivable

Trads mcaivables 58,413 44703
Tradse recaivables impairment allcamnos Mz {780
Othar receiable &5 354
Othar recenvables inparmar allowancs - (1)
Loans given 144 1.100
Total fAzamncial assets 69,426 43376
Advancss given 1,309 T.S518
Advancss given inpaieent allowasce (6,63 5) (4,7B6)
VAT oo advances from cnsbomen 4,383 3.054

74,483 51,262

Carrent trade and ocher saccounts receivable

Trade recanables 0448 210,744
Trade recsivables paimmant allonmnce (B3.608) {TT,BET)
{Othear recedvatlen 10,630 4434
{Othar recenrables inparmant allroance (14.73%) {10,E17)
Laoans given i3e fF)
Allowance for coment loams mven {18 {175)
Toral Szancial azset 135 B0 146681
Advances ghven 17,113 17408
Advances gZiven inparmeant allowance (B.83E) (=,B53)
VAT recovarzhle 11,70 11,713
VAT on advances from customam 1031 1.230
Propaid taxes, other than incoms tax and VAT 381 ax?

151 466 1676146

The Group's exposure to credit and comency nsks and [mpaimoent lpsses related o wade and other
receivables i disclosad in Mode 28
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Cazh and eash eguivalents

31 December 2017 31 December 2016

Canh at bamk and in hamd 4134 47,1648
Cash equivalants 57.8H 1% B4
102,024 B65T0
Eating Rating agency HD;;;:III.IJ-H' 3l ?I;lhn'

PISC Eberbank® Eaz Moody's 16,845 14,138
Bamk GPE (JSC)* EB+ Standard J Poor's 11,425 18,749
J5C AR ROSEIYA mAA Expart B4 iR 5048
UFE* - - 4 +64 2,500
MISC ENCH® A(RITy ACREA 1354 345
\TB Bank (PFaC)* EB+ Semdard b Poor's L1E3 130
J5C Alfa-Hank EB+ Fich Katimgs E15 1,250
{Othar hanks & s
Canh in hamd 38 7
44,234 47 166

*ovenmant-related
Cash eqoivalents primarily consist of bank deposits placed with a oomber of banks for less than thres
months.

Imieresi . . 31 December 31 December
rate Batmg Ratizg agency 1017 1016
Bazk GPE (J50)* §.00-0.35 BB+ Standard & Poor's T1.263 2343
VTE Bank (PISC)* 0.01-10.32 BB+ Standard & Poor’s 11,712 17,295
PIEC Sherbank* 4074850 Baz Moody's ET750 TES
ISC AB ROSEIYA §.75-7.65 A Expart BA 9T 121
J5C Alfs-Bank 6.75-10.33 BB+ Fitch Rafings 3302 4177
J5C Rnssiam Agricultmal - - . .
Bask 7.00-0 72 BB+ Fitch Fatings 1350 08
Bank Odkritis Financial _ _ _
Corpomation (PTSC) - 5,807
EMP Bank JTEC - — - - 1,31
Othar banks 1751030 a3 T
57,580 39,710

“Covemment-related
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Thuring I006, the subsidiary the PISC Lenenerpo cammeed ouf measures fo creats an infrastroctare for
technological commection within the Samework of the folfilment of eblizations under the A fresment with
the Ministry of Energy of the Fussian Federation (conchedsd oo 30 December 2015 and stipulating the
procedure for spending the targsted funds for perforpning the relevant work o cash vehms equal to BUB
14975 million). According to the decision of the Govermment of the Fussian Fedemtion the remaming pant
of the targeted funds in the amount of EUB 3,282 million was transferred m the 4 quarter of 2017 i the
PISC Lenensreo's lpans rapayimsnt.

Equity
Share capital
Number of shares unless

ooheraise stased Ordinary hares Preference share:

31 December 31 December 31 December
017 31 Diecemnber 2016 01T 016

Par valass REUE 1 RUB 1 REUE 1 REUE 1
Chmdssue at 1 Taomary 105505, 570,707 161,07B,B53,300 2075140384 1075,149,384
Om issne ot end of year, fally

paid 108,527, B65,141 195005579707 2075140384 1075,149,384
Ordinary and preference shares

The bolders of ordirary shares are entifled to receive dividends as declared from tme to time and are
enitiled to one voiz par share at the Company sharebolders’ mestinss.

Holders of preference shares are entifled to an anmoal dividend equal to 10°%: of net statotory profit divided
Ty 25% of all shares. If the amount of dividends padd by the Conmpany fior each ordinary share in a g@iven
vear exceeds the amoumt payable as a dividend on each preference share, the dvidend rate payable on the
lafter pmest be increased to the ameunt of dividends on erdinary shares.

Preferemce shares camy the nzht to wote on all fssues within the competence of gemeral sharsholders”
meetings fallowing the Anrmal Sharshelders” Mesting at which a decision mof to pay (o7 not to pay the fill
ameouni of) dividends on preference shares was taken The righi of preference sharebolders to wois at
eeneral shareholders” mestings ceases fom the date of the first full payvment of dividends on such shares.
The dividend is not curmilative, howewver. The preference shares also carry the right to vote, but this right is
limited according fo the amendments of the Company Charter, which mclode recrpanization and
Timsidation

In ihe event of Bguidaton, preference sharsholders receive aoy declared wmpaid dividends and the par
valae of the preference chares. Thereafter all sharebwlders, ondinary and preference. participate equally io
the distmbuton of the remaining assets.

Izsme of additional shares

By the dedsion of the Board of Daectors of PISC BOSSETT (Mimries Mo, 248 of 2] December 2018), it
was approved fo increase the Company's charfer capital threogh izsuance of 3.239,935,215 addidomal
ardinary shares with a par valoe of EUB 1 each The offsring price was determined at FUB 1.04822 par
share. The total oomber of shares placed of the addsronal issue amounted 2,533 385,234, As a result of the
additional issoe, the share of the Russian Federation in the Comparmy’s autherized capital increazsd te
B8.04%, in ordinary shares - to BE.BS%: (as at 31 December 2014 in the authorzed capital - 87.80%, in
ardinary shares - B8.75%). As at 9 Fame 2017, the changes to the charter capital wers registered

33
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Changes in ownership interests of subsidiaries
Shares ivsned by mubsidiaries

Cm & Fune 20146, at the Armoal Gensral Mestins of Shareholdsrs of PTSC IDGE of South, the Group's
subsidiary, approved an increase in Hs chaner capital through the issuance of addidonal 11,613,100.154
ardinary shares with a par vahie of EUE 0.1 each under open subscoption. The approved offenngz price
was BUE 0.1. In 2004 1.438.275.000 shares of this ksue were acquired by the Greup. The Group paid in
cﬂﬂﬂlﬂmﬂmﬂsar@ﬂ:dﬂl&mﬁmﬂmﬂﬁm the Group’s ownership interest n [IDGC of
South a5 at 31 December 2018 ammnted to 33.01%.

In Febroary 2017 the Group additionally purchased 9,027 851 400 shares of IDGE of South of this issae
and paid in cash RUB 993 million.

Cm 7 April 2017 the Extrasrdinary Creneral Meeting of Sharehalders of PT5C I of South, approved an
increase in its share capital throogh the issuance of additonal 13,013,185, 444 ardinary shares at a par
vahie of EUB 0.1 each. In 2017 the Group additionally purchased 7,860,248, 600 shares of PTSC IDGC of
South fFom the issue. As at 31 December 1017, inchisive of actually outstanding shares of the curent jssue.
the Group's ownership meersst amounted to §5.127%.

On 1¢ September 2006 the Extraardinary General Mesting of Sharcholders of PISC Kubansnerga, the
Groap's subsidiary, approved an increase io its share capital through the issmance of addifional 57457 844
ardinary shares at a par vake of RUB 100 each by public subscription. The approved offering price was
BUE 10 per shars. Om 1§ December 2015 equity issue was registersd by the Cenfral Bank of the Fussian
Federation. As af 31 December 2014 the Group made a prepayment of EUE 2,072 million for the shares.
Az ai 31 December 2017 the Group additienally purchased 30,825,205 shares from this isswe and, inchasive
af actoally eutstanding shares of the cumrent issue, the Group's ownsrship interest amsnmbed fo 02.78%.

Cm 5 September 20146, the Extracrdmary General Mesting of Shareholders of J5C Chechenensrpa, the
Group's subsidiary, approved an increase i bz share capital through the Sssnapce of additbomal
5,048,551 555 ardirary shares at a par valoe of EUB 1 each by privats subscription. The approved offering
price was EUB 1 per share. As at 31 December 2017, the Group acquired 1.310,2560,8%4 of ordinary shares
and, mchisive of acually oustanding shares of the cumment is=ae, the Group’s ewnership nferest amoumisd
o 77.64%.

Cm 30 September 2016 the Exmmordinary (reperal Meefing of Sharsholdsrs of BTSC IDGC of Volza
approved an increase in its share capital through the issuance of additonal 8 996 857,669 ordinary shares at
a par valoe of BEUB 0.1 sach by public subsoription. The approved offening price was BB 0.1 per share. In
2016 the Group acqguimed 4, 709 200,000 shares from this issue

In 2017 the sharsholders of BTSC IDGC of Volza additionalty parchased 140,042 413 shares from this
izgue. As at 3] December 1017, mchesive of actually ouistanding shares of the cument Bsoe, the Group's
ownership misrest amounted to 67.97%

Cm 23 Augost 2016 the Extraordinary Gensral Mesting of Shareholdars of PISC IDGC of Menbem
Cancasus approved ao increase o ifs share capial dwoogh the issuance of addidemal 3,158603633
ardinary nominal uncertified shares at a par valie of BIUB 1.0 each The afering price was BB 1745 per
share. As at 31 December 2017, the Group acquired 234,654,020 shares and inchasive of acmally
outstanding shares of the oxrent iszue, the Group™s ownership mierest ameuanted to 97 300,
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Dividemds
The basis for dismbution of profits of the Company”s profif to shareholders is defined by Russian

legizlation as net profit presented m its statatory financial statements prepared in accordance with the
Fegulations on Accounting and Reperting of the Russian Federation.

The Anmmal General Sharsholders Mestng beld an 30 June 2017 decided w declare dividends on ardinary
and preference shares of PTSC "ROSSETT far 2016 in the amount of BB 3,785 million (in the amemnrd of
EUE 0368355281 per preference share and for ordimary shares at RUB 000621444 per crdinary share).
Dividends for 2015 inchude dividends for the 1° quarter of 201§ in the amount of RUB 1,785 millien (in
the ammmt of BUB 0.07452614 per preference share and BUB 0.00831213 per ardirary share), the
payment decision was made at the Annoal Geperal Shareholders Mestmg held on 30 Jons 20145,

Treasury shares
Informarion regarding measury shares is presenied balow:
31 Decembier 2017 3] Diecember 2006
Number of sharez, min. Cast, Number of shares, mls Cast,
Ordimary Preferemce min. KETE Drdinary FPreference mis. EUB
1486 108 1.0 1485 nE 202

Earning: per zhare

The calrulaton of basic eamings per share for the year ended 31 December 3017 was baszed on the samings
attribartable to ordmary shareholders for 2017 m the amount of EUB 102,315 million (for 2014; eamings of
EUE 74,615 million), and a weighted average number of erdinary shares outsanding of 197,087 million m
2017 {for 2016: 193,033 million). The Coppamy has po dilobve financial instroments.

Im weilliewms of sliares T L&
Ordinary shares ai 1 Jamnary 195 90 161,079
Effect of measmry thanes [1,5B6) (1,486)
Effect of jusned shares 2,577 34340
Weighted averspe number of shares for the year emded
31 Diecember 197 0E7 193 833
Year ended Year emded

Wiaighted mverage mumber of ordmary shares outsiandmg, for the

31 December 1017

31 December 2016

year ended 31 Decamber (maillinns of skare:) 167 87 193033
Eaming for the year atimbetatls to holdars of ordinary shames L2315 T4613
Esrning: per ardinary share (im BEUB) — basic asd dilmred as2 0.3e

53
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Loans and borrowings

Nen-currens Hakilides

Umnecursd loam: and hormowings

Uzsecursd bonds

Fiancs lsase labilies

Lasa: oomemt portion of long-term fimamce lexss Habdlities
Lass: carent porticn of long-terz loans and borowings
Lasa: oomemt porfiom of Jong-term bonds

Carremi Badibider

Urnacursd loam: amd hormomwings

Propsizsory noies

Cument portion of long-mms fisoncs kase liahilies
Cumant portion of long-mrm loamw and bomowings
Coment portion of long-mms bonds

Tncladieg:
Imderests payable on loans and bosrrwings
Iztereats payetble on bonds

102

31 December 2007 31 December 2016
220,682 11423
333,193 326,052

084 1.146
{400 (214)
(22,268 (41,042)
(25,200 (35,308)
206,090 472057
3,016 5,906
359 359
400 114
122 41,042
25,200 35,308
51,244 56,519
133 09
4,849 27
5,081 5,585
5



Unzecnred loans and borrowing:

Umsecured bani oans*
Umsecured bani Joams*
Umecursd bank loams*
Umecured baxk loans*
Umecured haxnk loans
Umseoursd bank Inans
Umsecured hani lnans*
Umsecured hanik Inans*
Umsecursd bank Inans
Umnsecured bank Inans
Umnsecured bank Inans
Umnsecured bank Inans
Umsecursd bank Inans
Umsecured hanik Inans*
Umecursd bazk loans
Umnsecured bank Inans
Umsecured bank Inans
Umsecured bank Inans
Umecured baxk loans*
Umecured haxnk loans
Umecured baxk loans*
Umnecnred loans

ROELETT Graup
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Year of Effectine imterest rate Carryins valee

maturiry 31 December 2017 3] December 2006 31 December 2017 31 December 2016
Z01B-2020 T.H-12.00% ED0-12.50% o7.B4T 133,13E
T01B-2020 T.65-10.65% E0B-10.40% 55,742 =M
I01B-2022 E20-11.70% 2. B0-13.00% 32,452 44235
2018-2020 E1B-10.00% - 7,303 -
Z01B-2020 E62-11.75% 2.25-13.50% 3,368 3736
0182021 Eoy e of CB REF +0.00-0.44% - 3,103 -
e Eay e of CB BEF HL80% Eay e of CB RF-1.00-1.30% 1,543 7,556
2 Eeoy ram of CB BF HL00%: Eay e of CB BF HL.00% 501 501
201E 11.7% 14 554 400 B
1% 11.50%% BEVh 230 7004
R 11.75% 12.50-14.00% 200 433
1% 15000 - g -
201E 1550 15.50-19.00% 1 5
17 - Eey rate of CB BF +1 E1% - 1.5
2017 - L0.0ra - 24
017 - 13.50% - a1
117 - 12.00-14.54% - 162

201E 07 11 50% - T
2017 - 12.80-13.00% - &l
2017 - 12 5% - H
21E 1450 13.50-14.50% - 2

Z01B-2024 0.00-3.00% 0.00-3.00% 2107 m
113,898 231 318
57
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Vear of Effective imberest rate Carryizg value
matarity 31 December 2017 31 December 2016 31 December 2017 31 December 2016
Band:
[CPI**-100%) +1.00% - {CPI-100%) +1.00%: -

Umsecured bonds 2027248 (CPI-100%) + 2. 50% [CPI-100%) + 2. 5% 116,754 111,249

Uzsecured bonds 2D15-2022 E30-103ra 8.65-11.00% 43,872 13,503

Umsecured bonds 2015-2028 T4H-200% 7.55-0.00% 43,839 3,54

Uzsecured bonds 2050 (CPI-100%) + L0 (CPI-100%:) + 1.00% 40,263 40,478

Uzsecured bonds 202122045 ElF1127% 8.15-11.50% 31,660 B

Umsecured bonds 2D31-2092 T50-835% 235 28239 10,082

Uzsecured bonds 200 QLI0-E35% 1.30-B.15% 18,204 zz4

Umsecured bonds 2014 B.45% E45% 17.543 17,043

Uzsecured bonds 2D18-2024 B.30% 230 401 26

Umsecured bonds 2020-2025 - 1120% - 5057
333,193 326,052

Financial lease Eabilifies 20182038 S 50-11 000 9.50-11.00% 934 1146

Pramimory nates™ on dermnd 0.00% 000 ize a5

Toial debi 558,14 535, BR6

* State-peatrellal calibe

b Cosstumer prace isdex — CP|

Az at 31 December 2017 and 31 Decembar 2014, loans and borrowings are denominated in roubles.

The Group has oof entered into aoy hedgping amangements with resped to interest ate exposures. Information about the Group's exposure fo intersst rate risk is
dizclosed in Mate 28.
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Financial kease liabilities by repayment term are disclased balow;

31 December 2007
.. Present value of
I‘:::-rm I " r——
| e PAVIEEELS
Lass than one ysar 447 o7 4+
Bebtwean oo and Sve years E0E ot IE3
Miore thas fve yeam L 5 14
134 E7) ) B4
31 Drecember 2016
Frrure misi Preseat valee of
Imterest minimum lease
lease paymeni ——
Lass than one year M7 133 14
Betwsan one and five years L ™ i3
Miore tham five year 54 B? 25T
1,638 A0 1,148
The firancial lease liabiities are secumed by leased assets.
59
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Change: in liabilities arizing from financing activities

Principal ameust of inamce Labilices except

- Interest om finance
finamce lease and dividends payable iabilities except Fimasmce Dividends Lol
) finamce lease and lease parahble
Toral Non-current Currest dividends pavable
At 1 Japnary 017 552,155 47115 ELA30 35BS 1148 156 350 42
Met cash floas 0] 70,943 {71,013) - (275) (9,647) (®.8ET)
Indemests paid (cash Sow fiom oparating
activities, for rafarsmce’) - - - (45,004} (140} - (43.164)
Arguizition - finance lease - - - ol n
Diiscounting, net -
- &2 62 - - - &2
Imemest and dividends payable accmuals _ _ _
26,650 140 9,763 33,593
Imtemest capitalized
= - - - 17,856 - - 17,856
in classificati
~banga in claisiBcaticn - (35.74%) 35745 - - - -
Orther nom-cash mwovemsants, nat pA | 21 - 15 41 i 107
At 3] December 2017 55116% 06 A0 43, ThL 3,082 uE4 346 558,580
50
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Emplovee benefits

The Group has a defined benefit pension and other lons-term defined bensfit plans that cover most full-
fime and refired emploveas. Defined post-emplovment benefits consist of sever] unfimdsd plans providing
far hmnp-sum payments opeo refremesnt, fpancial support for coment penzieners, desath bensfits, and
amniversary benefits.

Amounes of defined henefit oblizations recopmized in the consalidated stafement of financial positon ars
presamped bhelow:

31l December 2017 31 December 2016
Precent valne of post-smploymant bano fits
chligation 3LIEL 27,208
Precent valne of oiwr long-term aeployes baneft chiigation 1,536 I
Total present valne of employes benefir ebligaton 31717 1545
Change m fhe valoe of assets related to enplevee benefit obligations:
Year emded Year emded
31 December 2017 31 Decembeer 2016
Value of aszeis at 1 Jaspary 6. Ta8 6617
Eomrn om plan assets 44 m
Employer comtributions 1314 1554
Orther meovemmemts in the accommis 174 10
Paymant of mommerytion {2.938) 2,280
Value of azzeds at 31 December 6. TR 6. TRE

Aszets related to pension plans and defined benefit plans are adminisirated by non-state pension fimds MEF
El=kiroenergeiiki md Professiomalmy. Thess asssts are not the defined benefit plans’ assets, becmse under
the t=rms of hetwesn the Group and the fimds the Group has the night to use the copmiinrtions
paid under defined benefit plans to fund its defined contribufion pension plans or ransfer to another fmd
on the Group’s own nidative.
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Movements i the present valus of defined bensfit Habilites:

Year emded 31 December 2017 Year snded 31 December 2016

Poot- COicher Loma- Pazi- Crilser lome-
employment  term employee  employmest  term emploves
benefit benefic benefirs benefit
obligation obligation ohligadon obligatiom
Diefimed benefit plan ebliizatons as ad
1 Jammary 17,208 1,217 158,231 1,242
Curmant wervics cost 1,443 111 1,506 117
Past sandice cost 126 (23) (24 (11)
Imfereet expemie 2031 7 2308 103
Romeaserament arising from:
— Actearial (gain)lows artuing from
demographic ammptons (B3] {4} 182 12
— Actzarial bous/{gain) arising from fmancial
assumptiom 2,688 133 (77Z) i(31)
— Artmrial boss/{{gin) arising from
REperiance adjnstoent 19E% 170 (L34 ()
Conbiiretions to the plan (3.427) (137} (2.533) (L&1)
Defimed benefit plan eblhizatons as ad
31 December 31,181 1,536 17208 1,217
Expenses recoznired in profic or loss for the period:
Year ended Year emded
31 December 2017 31 December X016
Employess: sarvice cost 1677 1458
Romeaserament of othar loas-%rme aogployes banefit oblizaton o (74
Imderest expemes 2118 s
Totsl expesses recopnized i prafit or boss 4,196 1,881
Amywints recognized in other comprebensive incomss for the period:
Year ended Year emded
31 December 2017 31 December Z016
Actaarial {gain}loss arising from demographic asvampbons (B3 1ED
Actearial low{gein) arising from fnsmcial assempions 2,684 7
Actaarial lows{gain) arising from sxpariencs adjzetment 1,589 (1,34
Total acmartal lozz/(zain) recogmized im ocher comprehe seive
iocome 3,780 (1,934)
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Movements in remesamuremesnt of employee benefit oblizations In other comprehensive mcome duning the
vear are a5 follows:

Year emded Year ended
31 December 2017 1] Diecember 2016
Rameasomments at | Fammary 14208 12 844
Movumsst of MEeaseIEIts 1.TED (1,535
Bemennremeniz af 31 December 14 688 10,8

The sipmificant actoarial assumptions are as follows:
31 December X017 31 December 216

Finandial aznmpiien:

Disoommt mate 7.59% B
Futeze salery increacs 4.5% 1T
Infiatiom ramm 40% 4T
Demographic asmemptions

Expected age of retirement:

Aan L] 23]
Woman 37 i3
Averugs lewal of st movement 8,7 &, P

A sensitivity of tofal employves benefits eblipations to changes m the key achianal assumptions is as
follows:

Change in the assmmphios Impact oo oblizaton
Diisocramt maie Inorease'decrease by 0.5% Diecrease morsasa by 6.3%
Futere salbay gowth Increase'decrease by 0U5% Increansd decreasa by 4.1%
Futere grovrth of henefits {inflxtion) Inirgave'decrease by 0U5% Incres decreasa by 1.5%
Lawul of s movement Inrease'decrease by 10% Diecrease/morsasa by 2.3%
Mortality level Inrease'decrease by 10%a Diecrease/meorsasa by 1.3%

31 December 2017 31 December 2016

Daiined banedit liability {31,717 {ZB417)
Aseets related to the somployes beost plans a0 5,708
Total (16,008} (21,717}

Expected payments under the defined long-term enploves benefit plans to emplovees in 2018 are EUB
2,711 millien, inciuding-

RUE 1,503 million undar the defined benefit plans, mcluding non-state pension schemes;
RUE 10& milkion under the other long-term emploves benefit schemes.
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26 Trade and other pavables
31 December 2017 31 December 2016
Non-currest accomnis pavable
Trads payables 14651 201
(rther payables 557 357
Total finamcial Babilitie: 15,138 558
Adences fiom coshemars 14502 13,140
39,540 13,608
Currest sccommnits paysble
Trade payables 135193 130,422
Orthar payables and acomed sxpanses 15,124 15344
Payables to smployess 19572 19,621
Dividands prvable 146 136
Total finamcial Gabilitie: 171,535 165,543
Adhmamcgs from costomars TLX64 72,624
143 TR 138 167
Taxes payable
Vahne-added tax 170 14 B61
Focpart =x 5.304 4445
Social secmdty contribaticns 3ATE 1w
Orthar tawes payahble 1177 1154
18137 13587
261 %26 1,754
Az at 31 December 3017 lonp-term accounts pavable mainly relates to conmacts for the purchase af
property, plant and eguipment i ins@iments.
The Group’s exposure to liquidiny nisk related to pavables is disclosed in Mote 38,
27 Provizions
X017 {111
Balance at 1 Jannary 14,305 1141
Incmeass for the year 11E76 14,050
Diecreasa dus to reversal of provisions (6,767} {4,317
Previsicas med (B.B33) (6,863)
Balance st 31 December 18,561 14,305

Provisions relate mainly to legal proceedings and claims against the Group m the day-to-day terms of

nisiness,
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Financial rizk and capital management

The Grouap's ordinary financial and bosines: aciivities expose i to a varety of fnancial risks, inchading
Tt miot limdted #o the following: market risk (forzign exchange risk, moerest m@ie rsks relasd to changss in
the fair value of the Interest rabe and the cash flow nterest e, and price nisk), credst risk, and lquidity
Soch risks Zive rise to the flocroations of profit, reserves and equity and cash flows fom one period to
anither.

The Groups financial management pelicy aimes te ponirmize or sliminate possible negative consequences of
the mnzks for the financial results of the Group. In order o maintam or adjust the capital stochare, the
Company may adjust the amount of dvidends paid to sharsholdars, return capital to sharebolders or issue
new shares.

Credit risk

Credit risk is the risk of financial lozs to the Group if a costomer or counterparty to a financial mstnomsnt
fails to mest §s coniractual oblizatkons.

Trade ond odber recenables

The Group”s exposure to oredit osk is infloenced maindy by the mdivddual charactenstics of each costomesr,
The Group meonitors exdsting debt oo a regualar basis and takes steps to collect the delbd and to meitipate
lossas,

To manage credit nisk, the Group afempts, to the extent possible, to demand prepayments fom customers.
Az a mile, prepayment for conmecton semvices s sHpulated by a coniract and depends on the amount of
capacity to be commectad.

The Group does not raquire collater] with respect to recefvables,

The Group establishes an allowancs for mpamment that represents ifs estimate of anficipated lesses with
respact to receivables that relate to individually siznificant exposures.

Exposure io credy rivk

The camying amount of financial assets represents the poaximam credit expesure of the Group. The
maximm exposirs to credit fsk at the reporting date was:

Carrying amowni
31 December 2017 31 December 2016

Propedusory notes 1l 200
Participation exdts'shames S L)
Leans given 33 1,317
Trads and other mcaivables (less alloarancs for irpedrment ) 152013 180,750
Cazh 2nd cash equivalsnts 102 a4 B6.570
Bank deposits 1,758 15,080

iz 0k 1 985

&3
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The makimum expose to credit sk for trade receivables at the repornting dats by geozmaphic region was:

Niord-W st region
Caniral ragiom

Ural and Volga region.
South region

Sibarnan mgion

Orther regions

The Group’s ten mest i

Carrying amommn
31 December 2017 31 December 2016
12,735 18,812
109,718 03,182
26,513 23,683
11,58 23,351
12,855 16,568
-] 114
153,513 176,770

significant debtors account for EUB 104,356 milbieon of the made receivables

carrying amsount at 31 December 2017 {af 31 December 2016: BUB 75,314 milkien).

Tmpairment lostes of frade and other receivables

The azing of trade and ether receivables is providad below:
31 December 2017

31 December 2016

Gross Impairment Gress Impairment

Not past dus 159,525 (3.244) 133,514 3.1M)

Past dus bess thas 3 months 0452 (4,303) 2B.643 (3.1559)
Past dus pvom than 3 months and

lass than § montis 11,618 (6,123) 13,565 i4.355)
Past dus pxom than § moaths and

lass tham 1 year 19,173 (9,783) 20,745 (8. 560)

Past dus mvome than 1 year £8,384 (75,6315 B3 3T (68, 19:46)

300,102 (101,089 180,245 (B9, 495)

The Group analysed that not mpaired past dus accounts receivable ars recoverable with the high levs] of

probability at the reporting date.

The movement in the allowance for impairment of trade and ofher receivables was as follows:

Balance at 1 Janwary
Imcrease for the pariod
Allowamnce nilized
Dacrease dus to reversal
EBalance ai 31 December

112
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(89.455) (BL626)
(36.EED) 342171

4565 B.4135
20, TX: 18,887
101.088) (89.455)

&b



(&)

EOZLETT Croup

Moodes e that Coveioliadenind! Flmancial SMakioedmnty fur i e dmdind 20 Dvcenshir 2007
i miilioes of Ruseior rabier, walan orberwie suned]

Impairmest of receivahles
31 December 2017 31 December 1016
Mot owverdes, not impaited recenables 154,282 130,292
Mot overdes ivpaired recarrables 5243 124
Cvardus, not impaired mecaivables 44,732 S0, 458
Cvardus inpaired receivables 05843 85271
300,102 8D 145
Ligmidity risk

Liquidity risk is the rizk that the Group will net be able to mest its fnancial ohlipadons as they fall dus.

Manapement of lLiquidity msk imvelve: mainfamme safficient cash and the avallability of fnancial
resparces by secunng credit lines. The Group adheres to a balanced mode] of fnancing working capital by
using bath short-term and long-term sources. Free fimds are imvested in the short-term financial mstruments
swch as bank deposits.

The Group s approach to managng lquidity i io ensure, that it will always have sufficient hguidsty to
meet iis Hakiliges when due, under both nommal and sessed condifions, without Inooming unaccepiable
loss=s or nsking damage to the Group's repuiafon. This approach & wsed fo analyse payment dabes
aszociated with financial azsets, and also to forecast cash flows from operating activities.

As of 31 December 2017, the amoant of fee limit on open bat wmesed credic lines of the Group was BEUB
237473 million (31 December 2016 BEUB 326,680 million). The Group has oppornmity i atrad
additional financing within the comesponding limits, inchading for the purpese of execoton of the shon-
term oblizations.
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Informaton aboat the contraciual matarities of fnancal labilies, inchding estimated interest payments, is proveded below:

31 December 2017
Nom-dertvacve financial liahiliries
Loans and borrowings

Bonds

Promissory nodes

Financa loase liabilitios

Trade and other payzhle

31 December 2016
Nom-derivadve finascial labilicies
Loans and berowings

Bonds

Promissory nodes

Financs loxse lisbdlities

Trade and othar payables

Carrying Coniraciual
amonnt cazh flows -1 year: 1.1 wears 1.3 wears 3 vears 4-5 years Orver 5 years
X13,608 26B,644 41,312 103,176 95,583 11,455 16,303 73
333,193 550,624 41,262 459,900 63,722 3412 41,030 11208
359 359 359 - - - - -
2E4 1,353 406 178 14 14% 117 49
186,773 191,932 171,691 4,006 4,882 5834 o149 j6x
745,007 1012912 156,1M 157350 164 343 47,880 60,450 326,750
Carrying Coniracmal
amonne cazh flows -1 years 1.2 years 1.3 years 34 vears 4.5 years Ohver 5 years
13138 271,303 .E79 112004 76457 Ml 1637 153
326,052 556,103 H.1035 35414 44,055 45,879 30247 343 402
359 359 35 - - - - -
1146 1633 345 4mM 165 133 138 E3
156,009 163,069 154, 4648 412 113 g 5 &2
TI4NBE S04 669 2154 148319 120,784 40 352 35,047 343,973
&8

114



(o)

M

(=)

(@

ROSSEIT Group
Mok B et Cionliolated Flodncial Sutement G thae e andedd 31 December 2007
it i o Mecidboe rubded, welisd diferedie SRaed)

Aarloet risk

Mlarket msk s the nsk of changes in markest prices, such as forelpn exchanpe mtss, inbsrest rafes, prices of
eoods and equity prices that will affiect the Group's nancial resulis er the value of its fnancial instruments
owned. The objeciive of market rizk management 15 %0 mamage and confrol market nisk exposures witkdo
acceptabls parameters while opiimising the rehom.

Currency risk

The majartty of the Group’s revemes and expenditmes, monetary assets and habilifies are denominated in
EUE, and a5 such financial resulis are insignificantly mmpacted by changes in exchange mies.

Imieress rafe risk

Changes in intersst rates impact primarily leans and bormowinss by changing either their fair vahee (fixed
rate debf) ar their forare cash flows (foatns mate debl). Mamagement of the Group does not kave a formal
policy of determining how muach of the Group™s exposme shoald be to fized or floating rates. Howewer,
making a decision abouf pew loans and bomowings, the Group menapement pves prianty to loans and
bomowings with fixed inferest rates.

Fair value sensitvity analysis for fimancial instraoments with fived interest rate

The Group dess not acoount for any froncial assets and liabilities with fixed interest rate at fair valos
through profit or loss for the peried. Therefore, a change in inferest rates af the reporting date would nof
affect profit or koss.

Cash flow sensitimity analysys for fimancial instraoments with floating mberest rate

Az at 31 December 2017 the Group’s financial Babilities at fleating interest rate amounted to BB 156,444
million {31 December 2016: EUB 132,582 millien). A r=asomably possible changs of 100 basis poiots in
interest raies would have increased (decreased) equity and profit or loss (net of taxes) for 2017 by RUB
1,252 pollion {2015: BUB 1,277 milbien) . This analysis asmumees that all other vanables remain constant
and interest expenses are nof capitalized

Price risk

Equity price risk arises from avallable-for-sale equity securities. The Management of the Group monitors
its imvestment portfolie based on market indices. Sippificant mvestments withm the porifolio are managed
an an individual basks and all oy and =21l decisions are faken by the manazement of the Group. As at
31 December 2017, available-for-sale fromcil assefs exposed o equiy price nsk ameumted to BEUB
G704 million (31 December 2016: BITB 73,313 millien). If equity prices had been 10°: bigher (lower],
with all other variables beld constant, the other comprebensive incoms would increase (decrease) by RUB
5,702 million.

-1

115



ROZLETT Group
Nk B e Okt Fladncial Shofemenl G fat jandr ended 31 Desember 2007
i i oy Ml Fublil welad ol reisd SRaed]

Fair values and carrying amonnts
The fair vahses and camying amounts of financial aszetz and Habilities ars as follows:
31 December 2017 Level of fair valwe BSerarchy
We  Carrying Fair . ) 3
Amsunt valoe
Leans given mnd recaivablas 17 199,316 199,316 - - 199,316
Avaihbl-for-sals Sinamcial 16
assets §7.024 §7.024 65,298 - 726
Fmancia] aasets baold 1o 16
marmity 3039 3,039 - - 3,039
Cach and cash squivalents 20 102,054 102,054 102054 - -
Cormant and nos-curment Joam a3
and berrowings - (378,234 (352454)  (114057T)  (Q9T.013)  (141.324)
Trade md sshar payailes 2 (186,773) (186,773) - —  (1B67TH)
Totsl: [373,574) (367,834) 54095 (97113 (125016)
31 Diecember 2016 Leevel of fair vabee hierarchy
Mots -
Carr g Fair 1 7 3
AESunt value
Loans gives aod receivables L0 192067 192,067 - - 192,067
Avaihbl-for-sals finamcial 16
assats 73,315 73,313 73,064 - 251
Fmancial assets bold to 16
marmmity 15,048 15,948 - - 15,948
Caah and cask squivalents =0 86,970 6970 86570 - -
Corment and nome-curment Joams a3
and berrowings - (53B,B86) (550,885)  (118,116) (289427  (142,347)
Trads md othar payables 18 {166,099 (166,099) - - (166099)
Totsl: (354,685) (346,684) 41918 (288431 (100,159)

The imterest rafe used fo discount the expecied fufore cash flows for long-ferm and shor-ferm loans
bommowings for the purpose of defermining the fair vahee disclosed as at 31 December 2017 was 7.80 -
9.80% (as at 31 December 2014 202 - 11 91%2)

Thuring 2017, there were no mansfars between the levels of the fair valoe hisrarcky.

Capital manazement

The pnmary objectves of the Group’s capial manazement pelicy are fo ensure a strong capital base fo
find and sostain its busimess operations through prodent mvestment dedsions and to mainfain mvestor,
markst and creditor confidence to support its nsiness actvites.
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The Group moniters equity smocmure dynamics (own and bomrowed capital), incloding gearing made,
caloulated on the data presented I its stabmtory fnancial statements prepared m accerdance wiih the
Fegulations on Accounting and Feporting of the Fussian Federaion. According to the (Group's credit
policy, the Group should ensure that its gearing rato, being the il debi dividad by the toal equiry, does
nod excesd 1.

The company and its subsidiaries are regoired to comply with the statatory requirements for the adequacy
af own capital according to which the valoe of its met assets, determined im accordance with the
Fegulations en Accounting and Reporting of the Russian Fedemtion , must excesd the amount of the share

capital.
The Gooap s debi-to-equity mato was as follows:

Carryimp amoust

31 December 2017 31 December 2016
Total linbilitios 955536 02,039
Lass: cash and cash squivalents (102,054) (BE57D)
et debi 853,784 875,068
Equire 1473 361 1,304,639
Diebit-to-equity ratio FLISY 67.07T%

Operating leases

The Group leasss a mumber of land plots owned by local povernments 1mdsr operatng l=ases. Leass
AETREmMENTs Were eniered mio in prier periods and consist of land plots on which power lines, eguipment for
glecimicity Ansmmssion and other assets are located. The above lease agreements are usually sizned for a
period of 1 to 49 vears and may be extended for a longer peried. The lease payments are subject fo review
on a regular basis to reflect markst rent prices. The land dfls does pot pass and the landlord retains conirol
ower land usage. The Group defermmed that since all of the substanfial nisks and rewards of the land plots
arz with the landlord, the leases are considered to be operatng leases. In addition, the Group leases non-
Noo-cancellable operatng lease rentals are payable as follows:

31 December 2017 31 December 2016

Lass tham one year 4384 3873
Betwean coe and Sve years L0566 11,016
More than fve yeam 471 2B

62312 47,709

Crperating lease expenses for the year endad 31 December 1017 ammmeed to EUE 6,265 million were
inchydad in operatng expenses (for the year endad 31 December 3016: BUB 7,514 million).

Capital commitments

Az at 31 December 2017, the Gooup bas outstanding commiments under conracts for the purchase and

constrocton of property, plant and equipment items for BUB 261,598 million, incloding VAT (as at
31 December 2014: BIUB 270,514 millien mchding VAT).

Tl
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Contingencies

Insurance

The Group bas unifisd requirements in respact of the volums of msaance coverage, reliabilify of msurance
companies and about procedures of insurance profection organization. The Group maimtxins insurance of
aszets, gwil Bability and other insurabls msks The main bosiness asssts of the Group have nsurance
coverage, inchiding coverage in case of damage or loss of assefs. However, there are risks of neative
impact on the operations and the financal pesition of the Group in case of damaze caused fo third parties,
and alza 33 3 result of damapge or loss of assets, insurance protection of which is non-existent or not fully
implemenied.

Taration conbnsencies

The oorent faxaton sysi=m m the Fossian Federation comtimass fo evelve and is chamactensed by fequent
changes in legslaton, ofical propouncements, and court decisions, which are sometime: conmadiciory
and subject to varving interpretaiion by differend tax authontes. Taxes are subject t0 review and
mmvestigation by a pumber of authorides, which have the anthornty to imposs ssvere fines, penalies and
inferest charges. A fax year remains open for review by the tax autheniies for diree subsequent calendar
vears; however, under cerfain corums@ances a @% year may remam open longer. Fecent events within the
Buzsian Federation snzeest that the tax authonties ars taking a more asseriive and sobstance-based posifion
in their inferprefaton and enforcement of tax legislaton.

These ciroumstances may create @x nsks in the Funssian Federation that are sobstantially more sigmficant
than in other countries. Marapement of the Group believes that it has adequately provided for fax asses
and liahdlifies bazad on its nferpretations of applicable Fossian fax legislation. effcial propmmeements and
court decisions; the Group’s fax, comency and oostoms posifons will be sustained Howewsr, the
inferpretations of the relevant authontes could differ and have an effect on these consolidated financial
statements if the authonites were successfol in enforcng their interpretations.

Transfer pricing legislation emacted in the Bussian Federation starting from 1 Tammary 2012 provides for
major modifications making local mansfer pricing males closer i QECT goidelines, bat creating additional
uncentxinty m practical application of tax legislation in ceviam croumstances.

Chamenily there is bk of practice of applyving the wamsfer pricing mlss by the ax auibenie: and courts,
however, it is apficipated that Tansfer pocne amangements will be subject to very closs scoubmy
pofentially baving efect on thess consolidarsd financial stasments.

Leeal i

The Group is party to a oomber of court proceedings (both as a planiiff and a defendant) ansing in the
ardinary course of tusiness. In the epinien of management, there ars oo cument lezal procesdinss or ather
claime putstanding, which could have a material effect on the result of operations ar financial pesition of
the Greup md which have not besn accmed or disclosed n the consolidated firancial sasments.
Environmental matters

The Group has been opemting i the elecimc Tansmission industy o the Fussian Federaton for many
yvears. The enforcement of emviroomental regulation in the Bussian Fedemtiom iz evebans and the
enforcement posture of government authorities is being reconsidered. Potential Hahilities ansmg as a result
af a change in mferprefaiion of exisdne repulations, civil liization or chanpes in legislation canned be
estimated Under existing legislation, management believes that there are no probable liabilities, which will
have a material adverse effect on the Groap's fnandal pasition, results of operations or cash flows.

Goarantess

Az of December 31, 2017 the Conmpany act: a5 a guamoior 0 Infasmocoml Ivesoeenis-3 LLC for the
parformance of its subsidiaries' obligations under leass apresments. The toal ameunt of the suarantse is
EUB 11,555 million.
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Eelated party tranzactions

Control relationships
The Fissian Federafion holds the majomty of the woting shares of the Company. It iz the uolimmate
controlling panty of the Group.

Transactons with the key manazement personnel

In arder to prepars thess consolidated fmancial statements, the key mamazement persorme] are members of
ithe Mmazement Board and the Board of Direciors of the PTSC “ROSSETLD apd peneral dimectors (sole
executive body) of subsidiaries enzaged n transmizsion and dismibution of eleomic power through elecmic
erids. The remvimeration for key management personnel consists of the salary sdpudated by the emplovment
contract, non-monstary benefits, bomases determined based on the results for the period, and other
payments. Femmeration of compensation is oof payable to members of the Beard of Dhrectors who are
EnvemIent emplovess.

The amsnmis of the key manapement persomme] repmnsraton disclesed io the table are recognized as an
expenss rlated to the key management personnel during the reporting period and molodsd in persemnel
Casts:

Year emded Year ended
31 December 2017 31 December 2016
Shiort-t2rm repnmeration, including salary and bomases 65 778
Post-soployment baneSt 10 11
Toial e TET

As af 31 December 2017, the camrying valoe of defined benefit plan, defined contritution plan and otber
post-employment benefit plans reporied in the comsolidated statement of fpancial positon imchades
liabilifies related fo the ksy manapement persompe] for BUB 71 million (31 December 2016: RUB
] million).

Tramsactions with government-related entibes

In the course of its opemaing activities, the Gooup is engaped in many transactons with government-relatsd
eniifiss. Thess transactons ae camead ouf m accordance with regulated tanfs or based on market praces.

Fevemiss from governmentrelated enfiies for the yvear ended 31 December 2017 constthate 44% (for the
yerr ended 31 December 2016: 51%) of toml Group revenues, inchading 45% (for the year ended
31 December 2014; 44%) uf-ﬂerﬂmmmmm [EvemEs,

Electricity ransmission costs (inchuding compensation of technological losses) for government-related
entities for the vear ended 31 December 3017 constitnte 33% (for the year ended 31 December 2016: 31%4)
of total electricity transmission costs.

For the vear endad 31 December 2017 interest expenses oo government-relacsd banks leans amoumt=d to
FUE 17,839 million (for the year ended 31 December 2016: KUB 22,037 million).

Az at 31 December 2017 cash and cash eguivalents beld in government-relaied banks amoumied to RUB
374%) million (a5 at 31 December 2016: BUB 40,473 million).

Az at 31 December 2017 deposits with an original mammity of more than three month: placed in
eovernment-related banks ameounted o BUB 38 million (a5 at 31 December 2016: EUB 12,272 million).

Leans and bomowings received from state-conmolled entities are disclosed in Mote 23,

T3

119



