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PJSC “IDGC of Centre”

Interim Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income for the three
months ended 31 March 2017 (unaudited)

Thousands of Russian Roubles, unless otherwise stated

Three months ended Three months ended

Note 31 March 2017 31 March 2016

Revenue 6 24,297,765 22,282,398
Operating expenses 7 (20,249,055) (19,824,433)
Other income 6 145,306 162,068
Results from operating activities 4,194,016 2,620,033
Finance income 8 167,248 106,056
Finance costs 8 (1,117,459) (1,234,394)
Net finance costs (950,211) (1,128,338)
Profit before income tax 3,243,805 1,491,695
Income tax benefit / (expense) (790,620) 791,619
Profit for the period 2,453,185 2,283,314
Other comprehensive income / (expenses)
Net change in fair value of available-for-sale financial assets (12,650) (38,627)
Income tax on other comprehensive income 2,530 7,725
Total items that are or may be reclassified to profit or loss (10,120) (30,902)
Remeasurements of the net defined benefit liability (47,044) (109,718)
Income tax on other comprehensive income 3,650 5,326
Total items that will never be reclassified to profit or loss (43,394) (104,392)
Other comprehensive (expense) for the period, net of income
tax (53,514) (135,294)
Total comprehensive income for the period 2,399,671 2,148,020
Profit attributable to:

Owners of the Company 2,436,648 2,270,056

Non-controlling interests 16,537 13,258

2,453,185 2,283,314

Total comprehensive income attributable to:

Owners of the Company 2,383,134 2,134,762

Non-controlling interests 16,537 13,258

2,399,671 2,148,020
Earnings per share — basic and diluted
(in Russian Roubles) 13 0.058 0.054
.-flf i

These interim condensed consolidated finandial stalements were approved on 5 Sggﬂ o 2017:
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-'H%'e-___i_;u_terim condensed consolidated statement of profit or loss and other comprehensive income is to be read in conjunction with
the notésie, and forming piirml'ghe interi{n_g:prf'clensed consolidated financial statements set out on pages 7 — 23.



PJSC “IDGC of Centre”
Interim Condensed Consolidated Statement of Financial Position as at 31 March 2017 (unaudited)
Thousands of Russian Roubles, unless otherwise stated

Note 31 March 2017 31 December 2016
ASSETS
Non-current assets
Property, plant and equipment 10 82,948,231 83,790,818
Intangible assets 11 2,306,340 2,345,282
Investments and financial assets 746,466 713,486
Other non-current assets 160,204 166,251
Total non-current assets 86,161,241 87,015,837
Current assets
Cash and cash equivalents 9 8,126,955 2,567,305
Trade and other receivables 11,881,009 13,977,188
Income tax prepayment 528,309 1,382,137
Inventories 2,907,217 2,099,699
Total current assets 23,443,490 20,026,329
Total assets 109,604,731 107,042,166
EQUITY AND LIABILITIES
Equity 12
Share capital 4,221,794 4,221,794
Reserves (135,292) (81,778)
Retained earnings 41,384,553 38,947,905
Total equity attributable to equity holders of the
Company 45,471,055 43,087,921
Non-controlling interests 182,346 165,809
Total equity 45,653,401 43,253,730
Non-current liabilities
Loans and borrowings 14 39,283,977 39,282,692
Employee benefits 2,253,849 2,202,613
Deferred tax liabilities 4,551,104 4,420,822
Trade and other payables 855,072 1,035,516
Total non-current liabilities 46,944,002 46,941,643
Current liabilities
Loans and borrowings 14 4,314,806 3,995,795
Trade and other payables 7,607,952 8,174,734
Provisions 658,673 1,026,203
Employee payables 1,735,532 1,431,899
Income tax payable 84,819 2,438
Other taxes payable 2,605,546 2,215,724
Total current liabilities 17,007,328 16,846,793
Total liabilities 63,951,330 63,788,436
Total equity and liabilities 109,604,731 107,042,166

4

The interim condensed consolidated statement of financial position is to be read in conjunction with the notes to, and forming
part of, the interim condensed consolidated financial statements set out on pages 7 — 23.
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PJSC “IDGC of Centre”

Interim Condensed Consolidated Statement of Cash Flows for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

Three months ended Three months ended

CASH FLOWS FROM OPERATING ACTIVITIES Note 31 March 2017 31 March 2016
Profit before income tax 3,243,805 1,491,695
Adjustments for:
Depreciation of property, plant and equipment and amortization of
intangible assets 7 2,366,794 2,117,444
Allowance for impairment of accounts receivable 7 152,437 282,874
Net finance costs 8 950,211 1,128,338
Provision for inventory obsolescence (1,568) -
Loss on disposal of property, plant and equipment and intangible assets (290) 5,455
Bad debts written-off 12,166 8,391
Adjustment for other non-cash transactions 47,136 27,456
Cash flows from operating activities before changes in working o
capital 6,770,691 5,061,653
Change in trade and other receivables 1,919,637 1,116,934
Change in inventories (805,497) (618,809)
Change in investments, financial assets and other non-current and current
assets (45,630) (44,070)
Change in trade and other payables 501,906 (439,484)
Change in employee payables 45,598 652,332
Change in employee benefits (41,300) (18,334)
Change in other liabilities (109,495) 462,247
Change in other taxes payable 389,822 641,562
Cash flows from operations before income taxes and interest paid 8,625,732 6,814,031
Interest paid (782,360) (777,911)
Income tax paid 282,051 83,035
Cash flows from operating activities 8,125,423 6,119,155
CASH FLOWS FROM INVESTING ACTIVITIES
Acquisition of property, plant and equipment and intangible assets (2,688,739) (1,531,843)
Proceeds from disposal of property, plant and equipment and intangible
assets 170 1,003
Dividends received 7,300 -
Interest received 120,306 78,829
Cash flows used in investing activities (2,560,963)__ (1,452,011)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans and borrowings 3,900,000 12,434
Repayment of loans and borrowings (3,904,680) (12,434)
Dividends paid (130) (326)
Repayment of finance lease liabilities - (609)
Cash flows from financing activities (4,810) (935)
Net increase in cash and cash equivalents 5,559,650 4,666,209
Cash and cash equivalents at beginning of the period 2,567,305 123,220
Cash and cash equivalents at end of the period 8,126,955 4,789,429
6

The interim condensed consolidated statement of cash flows is to be read in conjunction with the notes to, and forming part of,
the interim condensed consolidated financial statements set out on pages 7 — 23.



PJSC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

1 BACKGROUND

(a) The Group and its operations

Public Joint-Stock Company “IDGC of Centre” (hereafier, the “Company”) and its subsidiaries (hereinafter together
referred to as the “Group”) comprise Russian public and joint stock companies as defined in the Civil Code of the
Russian Federation. The Company was set up on 17 December 2004 based on Resolution no. 154p of 9 December
2004 and pursuant to the Board of Directors’ decision (board of directors’ meeting minutes no. 178 of 1 October
2004) and Management Board decision (Management Board minute no. 1102 of 15 November 2004) of the Russian
Open Joint-Stock Company RAO “United Energy Systems of Russia” (hereafter, “RAO UES”). From 7 July 2015,
OJSC "IDGC of Center" is renamed as PJSC “IDGC of Center” based on the Decision of the Annual General
Meeting of Shareholders of OJSC “IDGC of Center” dated 25.06.2015 (Minutes Ne01/15 of 26.06.2015), in order to
bring it in line with the legal requirements.

The Company’s registered office is 2°¢, Yamskaya, 4, Moscow, 127018, Russia.
The Company’s de facto address is 2%, Yamskaya, 4, Moscow, 127018, Russia.

The Group’s principal activity is the transmission of electricity and the connection of customers to the electricity
grid. In 2013 and 2014 pursuant to orders of the Russian Ministry of Energy, "On the transfer of the functions of
electricity supplier" the Group was performing the functions of electricity guarantee supplier in several regions it
operates. In 2016, the Group took over the functions of electricity guarantee supplier in the Tver Region again.

The Group consists of PJSC “IDGC of Centre” and its subsidiaries, presented in Note 4.

As at 31 March 2017 and 31 December 2016, the Government of the Russian Federation owned 87.90% of the
shares of PJSC Russian Grids (formerly OJSC “IDGC Holding”), which in turn owned 50.23% of the shares of the
Company. OJSC “IDGC Holding” was renamed OJSC “Russian Grids” following the decision made on 23 March
2013 at an Extraordinary General Meeting of Shareholders of OJSC IDGC Holding. OJSC “Russian Grids” was
renamed PJISC “Russian Grids” following the decision made on 30 June 2015 at an Extraordinary General Meeting
of Shareholders of OJSC “Russian Grids”, in order to bring it in line with the legal requirements.

The Government of the Russian Federation influences the Group’s activities through setting electricity transmission
tariffs.

(b) Russian business environment

The Group’s operations are located in the Russian Federation, consequently, the Group is exposed to the economic
and financial markets of the Russian Federation. Russia continues economic reforms and development of its legal,
tax and regulatory frameworks. The future stability of the Russian economy is largely dependent upon these reforms
and developments and the effectiveness of economic, financial and monetary measures undertaken by the
Government.

In 2014 and 2015, the Russian economy was negatively impacted by macroeconomic factors, including devaluation
of the Russian Rouble. In December 2014, the Rouble interest rates increased significantly after the Central Bank of
Russia raised its key rate. The combination of the above resulted in reduced access to capital, a higher cost of capital,
increased inflation and uncertainty regarding economic growth. In 2015, the situation has leveled off. The Central
Bank of Russia has repeatedly reduced the key interest rate; exchange rate fluctuations and inflation have been
smoothed. In 2016 and during three months ended 31 March 2017, there were signs of stabilization, the Central Bank of
Russia continued to reduce the key interest rate, there were no significant exchange rate fluctuations, inflation is
controlled by the government. However, risks remain that the combination of economic factors could negatively
affect the Group’s future financial position, results of operations and business prospects.

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

These interim condensed consolidated financial statements reflect management’s assessment of the impact of the
Russian business environment on the operations and the financial position of the Group. The future business
environment may differ from management’s assessment.



PJSC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

2 BASIS OF PREPARATION

(a) Statement of compliance

These interim condensed consolidated financial statements have been prepared in accordance with TAS 34 Interim
Financial Reporting. The Financial Statements include selected notes, explaining significant events and transactions,
necessary for understanding of changes in the Group’s financial position and results of operations that occurred after
the annual reporting period ended 31 December 2016. These interim condensed consolidated financial statements do
not contain all the information required to be disclosed for annual financial statements prepared in accordance with
IFRSs (IASs).

(b) Use of estimates and judgements

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

In preparing these interim condensed consolidated financial statements, management has used professional judgment
in the same areas of applying the accounting policies of the Group as for the preparation of the consolidated financial
statements for 2016. Key sources of estimation uncertainty were also identical to those identified in the preparation
of the consolidated financial statements for 2016.

(¢) Changes in accounting policies and data presentation

The Group has consistently applied the accounting policies to all periods presented in these interim condensed
consolidated financial statements. When necessary, comparative information for prior periods has been reclassified
due to the application of the extended data presentation.

3 SIGNIFICANT ACCOUNTING POLICIES

In preparing these interim condensed consolidated financial statements, the Group applied the same accounting
policies as for the preparation of consolidated financial statements for the year ended 31 December 2016. According
to the accounting policies, the Group presents interim condensed consolidated financial statements in accordance
with IAS 34 Interim Financial Reporting, which provides a lower level of detail and scope of the disclosure as
compared with the annual consolidated financial statements.

4 SUBSIDIARIES
(a) List of subsidiaries
Country of i " 31 March 2017 31 December 2016
ntry of incorporation
ountry ott P Ownership/voting, % Ownership/voting, %
JSC “Sanatorium “Energetic” Russian Federation 100 100
JCS “Yaroslavl Electric Grid Russian Federation 51 51
Company”
CJSC “Innovation and energy Russian Federation 51 51

efficiency center”

JCS “Yaroslavl Electric Grid Company” as the sole shareholder of CISC “Innovation and energy efficiency center” took
the decision to liquidate CJSC “Innovation and energy efficiency center” on a voluntary basis (Management Board
minute no. 03/17 of 24 March 2017). The liquidation is scheduled for the third quarter of 2017. As at 31 March
2017: the company’s assets are RUB 20 thousand, equity is RUB (74) thousand, liabilities are RUB 94 thousand .



PJSC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

5 OPERATING SEGMENTS

The Group has eleven reportable segments representing branches of the Company, as described below. These are the
Group’s strategic business units and are the Company’s branches. The strategic business units offer similar services
representing transmission of electric power and connection services and are managed separately. In addition, in 2013
and 2014 five divisions (Bryanskenergo, Kurskenergo, Oryolenergo, Tverenergo and Smolenskenergo) were
performing electricity guarantee supplier functions. In 2016, the division of Company Tverenergo performs the
electricity guarantee supplier functions again. For each of the strategic business units, the Management Board, the
Group’s operating decision-making body, reviews internal management reports on at least a quarterly basis.

“Others” include operations of subsidiaries and the head office branch, None of them meets any of the quantitative
thresholds for determining reportable segments in the three months ended 31 March 2017 or three months ended 31
March 2016.

Information regarding the results of each reportable segment is included below. Performance is measured based on
segment earnings before interest expense, income tax and depreciation and amortisation — EBITDA, as included in
the internal management reports that are reviewed by the Management Board.

Segment reports are based on the information reported in statutory accounts, which differ significantly from the
interim condensed consolidated financial statements prepared under IFRSs. The reconciliation of items measured as
reported to the Management Board with similar items in these interim condensed consolidated financial statements
includes those reclassifications and adjustments that are necessary for interim condensed consolidated financial
statements to be presented in accordance with IFRS.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and equipment.
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PJSC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017

(unaudited)

Thousands of Russian Roubles, unless otherwise stated

5 OPERATING SEGMENTS (CONTINUED)

(ii) Reconciliations of reportable segment EBITDA

Reconciliation of EBITDA as reported to the Management Board with similar item in these interim condensed

consolidated financial statements is presented below:

EBITDA for the reportable segments

Adjustments for property, plant and equipment
Recognition of assets related to employee benefit fund
Recognition of employee benefit obligations
Adjustment for finance lease

Provision for inventory obsolescence

Amortization of Intangible assets

Other adjustments

Consolidated earnings before interest, tax and depreciation and
amortization (EBITDA)

Depreciation and amortization
Interest expenses

Interest on finance lease liabilities

Income tax expense

Profit for the period per Interim Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

6 REVENUE AND OTHER INCOME

For the three months ended 31 March, revenue includes:

Electricity transmission

Connection services

Revenue from the resale of electricity and capacity
Repairs and maintenance

Rent

Service Concession Arrangements

Other

Three months ended

Three months ended

31 March 2017 31 March 2016
6,579,085 4,670,592
157 69
45,630 44,070
(4,192) (36,389)
- 705
1,654 217
83,606 62,005
(26,334) 46,536
6,679,606 4,787,805
(2,366,794) (2,117,444)
(1,069,007) (1,178,592)
- (74)
(790,620) 791,619
2,453,185 2,283,314

Three months ended

Three months ended

31 March 2017 31 March 2016
23,585,068 21,738,596
315,402 189,062
159,365 -
72,995 85,541
10,782 11,852
- 123,889
154,153 133,458
24,297,765 22,282,398

Revenue from connection services represents a non-refundable fee for connecting the customer to the electricity grid

network.
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PJSC “IDGC of Centre”
Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

6 REVENUE AND OTHER INCOME (CONTINUED)

In 2013 pursuant to orders of the Russian Ministry of Energy, “On the transfer of the functions of electricity
supplier” the Company started to perform the functions of electricity guarantee supplier in Bryansk, Oryol, Kursk,
Tver and Smolensk regions. In 2016, the Company started to perform the functions of electricity guarantee supplier
in the Tver Region again. Hence, in addition to performing power transmission services, Tverenergo division of the
Company commenced performing power distribution services, including purchasing electricity on the wholesale
market and selling it on the retail market, and entering into power purchase agreements with all customers, including
householders. The period within which the functions of electricity guarantee supplier are to be performed was
established prior to the effective date of the decision to provide the tender winner with the electricity guarantee
supplier status in the abovementioned operating area of the Company, but not more than 12 months.

In three months 2017, revenue from the resale of electricity and capacity was RUB 159,365 thousand (there was no
revenue from the resale of electricity and capacity in three months 2016). Tariff for sale of electricity under power
supply contracts is calculated taking into account the transmission fee.

Revenue under the Service Concession Arrangement is the consideration for the services related to the construction
of objects of the Service Concession Arrangement, subject to receipt by the Group, and represented the rights to the
intangible asset. The consideration payable is recognised at its fair value.

For the three months ended 31 March, other income includes:

Three months ended Three months ended

31 March 2017 31 March 2016

Income in the form of fines and penalties 74,580 65,225
Write-off of accounts payable 23,286 11,898
Income from the identified non-contractual electricity consumption 21,805 19,199
Income from reimbursement of costs and damages 7,644 42,243
Compensation of insurance claims 5,313 9,599
Income in the form of the cost of inventories obtained by disposal of property,
plant and equipment 5,240 11,903
Other income 7,438 2,001

145,306 162,068

13



PISC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017

(unaudited)

Thousands of Russian Roubles, unless otherwise stated

7 OPERATING EXPENSES

Personnel costs

Depreciation and amortisation

Taxes other than income tax

Allowance for impairment of accounts receivable
Material expenses, inc.

Electricity to compensate for losses
Purchased electricity and heat energy for own needs
Electricity for resale

Other raw material expenses

Works and production services, inc.
Electricity transmission

Repairs, maintenance and installation services
Other works and production services

Other services of outside organizations, inc.
Security

Information services

Communication services

Consulting, legal and audit services
Transportation services

Other services

Costs of Service Concession Arrangements
Rent

Insurance

Provisions recognized

Other expenses

Three months ended Three months ended

31 March 2017 31 March 2016
4,581,590 4,590,623
2,366,794 2,117,444

403,636 334,759
152,437 282,874
3,881,465 3,899,046
154,627 160,557
82,981 -
440,245 421,691
7,377,236 6,895,270
63,746 53,988
12,389 15,195
74,412 75412
70,270 71,704
61,409 67,318
7,279 7,849
3,639 3,410
153,159 117,234
- 111,612

120,254 141,542
36,471 36,138
(46,049) 216,052
250,565 204,715
20,249,055 19,824,433

Allowance for impairment of accounts receivable recognized in the reporting period relates to impairment of trade
receivables from the companies with which there is disagreement on electricity transmission, as well as companies

with outstanding resale of electricity and capacity.

Costs under Service Concession Arrangements represent the Group’s construction costs of objects of the Service

Concession Arrangement.
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PISC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017

(unaudited)
Thousands of Russian Roubles, unless otherwise stated

8 FINANCE INCOME AND COSTS

Finance income
Interest income
Dividends

Other finance income

Finance costs

Interest expense

Interest expense on employee benefits obligation
Interest on finance lease liabilities

Other finance costs

9 CASH AND CASH EQUIVALENTS

Three months ended Three months ended

31 March 2017 31 March 2016
155,189 106,056
7,300 -
4,759 -
167,248 106,056
1,069,007 1,178,592
45,492 54,723
- 74
2,960 1,005
1,117,459 1,234,394

Cash and cash equivalents represent cash in bank accounts in the amount of RUB 79,955 thousand (as at 31
December 2016: RUB 222,228 thousand) and short-term deposits placed in banks in the amount of RUB 8,047,000
thousand (as at 31 December 2016: RUB 2,319,500 thousand). The interest rates on short-term deposits are 7.50%-
9.60% per annum in three months 2017 (6.50%-10.86% per annum in 2016).

As at 31 March 2017 cash on accounts in banks with controlling interest of the Government is in the amount of RUB
39,731 thousand (as at 31 December 2016: RUB 213,286 thousand), in banks with non-controlling interests or

without participation of the Government RUB 40,224 thousand (2016: RUB 14,493 thousand).

As at 31 March 2017 short-term deposits placed in banks with controlling interest of the Government, are in the
amount of RUB 8,047,000 thousand (as at 31 December 2016: 1,180,000), in banks with non-controlling interests or
without participation of the Government RUB nil (2016: RUB 1,139,500 thousand).
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PJSC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017

(unaudited)
Thousands of Russian Roubles, unless otherwise stated
10 PROPERTY, PLANT AND EQUIPMENT
Equipment for

Land and Transmission electricity Construction

buildings networks transformation Other in progress Total
Deemed cost
Balance at 1 January 2016 31,589,384 54,759,421 31,690,306 16,537,044 3,478,781 138,054,936
Reclassification between
groups 2 299 (295) 6) - -
Additions - - - - 1,341,036 1,341,036
Transfers 186,990 633,418 231,559 115,263  (1,167,230) -
Disposals (584) (3,175) (6,310) (10,759) (9,125) (29,953)
Balance at 31 March
2016 31,775,792 55,389,963 31,915,260 16,641,542 3,643,462 139,366,019
Balance at 1 January 2017 34,173,604 60,039,279 35,331,460 18,336,210 3,866,317 151,746,870
Reclassification between
groups (2,103) 2,403 (301) 1 - -
Additions - - - - 1,429,521 1,429,521
Transfers 135,510 588,153 108,981 90,358 (923,002) -
Disposals - (279) (1,025) (1,539) (84) (2,927)
Balance at 31 March
2017 34,307,011 60,629,556 35,439,115 18,425,030 4,372,752 153,173,464
Accumulated
depreciation
Balance at 1 January 2016  (10,210,363) (26,772,578) (12,340,194)  (10,623,021) (469,626) (60,415,782)
Reclassification between
groups (9,304) (40,716) (5,091) (1,349) 56,460 -
Depreciation for the
period (358,539) (802,855) (446,869) (429,534) - (2,037,797)
Disposals 278 2,955 3,654 10,629 349 17,865
Balance at 31 March
2016 (10,577,928) (27,613,194) (12,788,500) (11,043,275) (412,817) (62,435,714)
Balance at 1 January 2017 (11,596,191) (29,938,498) (14,044,233)  (12,191,638) (185,492) (67,956,052)
Reclassification between
groups (157) (133) (304) 273) 867 -
Depreciation for the
period (382,994) (932,367) (505,916) (450,498) - (2,271,775)
Disposals - 277 726 1,524 67 2,594
Balance at 31 March
2017 (11,979,342) (30,870,721) (14,549,727)  (12,640,885) (184,558)  (70,225,233)
Net book value
At 1 January 2016 21,379,021 27,986,843 19,350,112 5,914,023 3,009,155 77,639,154
At 31 March 2016 21,197,864 27,776,769 19,126,760 5,598,267 3,230,645 76,930,305
At 1 January 2017 22,577,413 30,100,781 21,287,227 6,144,572 3,680,825 83,790,818
At 31 March 2017 22,327,669 29,758,835 20,889,388 5,784,145 4,188,194 82,948,231
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PISC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

11 INTANGIBLE ASSETS
Research and Other intangible

Software development assets Total
Cost
Balance at 1 January 2016 961,152 43,911 1,118,561 2,123,624
Additions 118,647 7,930 123,889 250,466
Disposals - - - -
Balance at 31 March 2016 1,079,799 51,841 1,242,450 2,374,090
Balance at 1 January 2017 1,465,512 29,947 1,218,251 2,713,710
Reclassification between groups - (315) 315 -
Additions 38,191 25,380 - 63,571
Disposals (17,546) - - (17,546)
Balance at 31 March 2017 1,486,157 55,012 1,218,566 2,759,735
Accumulated amortisation
Balance at | January 2016 (259,418) - (66,756) (326,174)
Amortisation for the period (62,005) - (17,642) (79,647)
Balance at 31 March 2016 (321,423) - (84,398) (405,821)
Balance at 1 January 2017 (274,588) - (93,840) (368,428)
Amortisation for the period (83,606) - (18,907) (102,513)
Disposals 17,546 - - 17,546
Balance at 31 March 2017 (340,648) - (112,747) (453,395)
Net book value
At 1 January 2016 701,734 43,911 1,051,805 1,797,450
At 31 March 2016 758,376 51,841 1,158,052 1,968,269
At 31 March 2017 1,145,509 55,012 1,105,819 2,306,340

In 2015 and in 2016, the intangible assets of the Group (subgroup “Other intangible assets™) include a right to charge
fee from users of services on electricity transmission in accordance with “Service Concession Arrangement
concerning the financing, establishment and operation of facilities for the transmission and distribution of electric
energy on the territory of the Tambov region”. This agreement provides for the construction by a Group of objects
for the purposes of transmission and distribution of electricity in the Tambov region and the provision of
transmission services, electricity distribution and connection services with the use of objects of the Service
Concession Arrangement. Ownership of the constructed objects belongs to the Tambov region, and the Group
receives the right of possession and use of objects for the Group activities. The Service Concession Arrangement is
concluded for 20 years.

The calculation of long-term gross revenue from transmission of electricity produced by the parties taking into
account the planned change of tariffs provided by the Forecast “The socio-economic development of the Russian
Federation for 2016 and the planning period of 2017-2018” and should be reviewed annually. Thus during the term
of the Service Concession Arrangement the administration of Tambov region can provide the Group with subsidies
in terms of payment of the consideration for construction of objects, and in part compensation for lost revenue from
electricity transmission. The group is obliged to support the objects of the agreement in good condition, produce for
own account current and capital repairs, to cover the costs for facility maintenance. At the end of the term of the
agreement the Group has the right to redeem the objects of the agreement pursuant to the Federal Law of 21
December 2001 Ne 178-FZ “On privatization of state and municipal property”.
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PISC “IDGC of Centre”
Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017

(unaudited)
Thousands of Russian Roubles, unless otherwise stated

11 INTANGIBLE ASSETS (CONTINUED)

In three months 2016, the intangible asset is recognized at fair value of the consideration receivable by the Group for
the construction of objects of the Service Concession Arrangement in the amount of RUB 123,889 thousand. The
construction costs in three months 2016 amounted to RUB 111,612 thousand. Profit from construction of objects of
the Service Concession Arrangement was recognized by the Group in three months 2016 in the amount of RUB
12,277 thousand. Construction of objects for the purposes of transmission and distribution of electricity was
completed in three months 2016 so the recognition of intangible assets has also been completed in three months
2016.

12 EQUITY

a. Share capital

Ordinary shares

31 March 2017 31 December 2016
Issued shares, fully paid, number 42,217,941,468 42,217,941,468
Par value of one share (in RUB) 0.10 0.10

b. Dividends

In accordance with Russian legislation the Company’s distributable reserves are limited to the balance of
accumulated retained earnings as recorded in the Company’s statutory financial statements prepared in accordance
with Russian Accounting Principles.

13 EARNINGS PER SHARE

The calculation of earnings per share was based on the profit attributable to ordinary shareholders and the weighted
average number of ordinary shares outstanding during the period. The Company has no dilutive potential ordinary
shares.

Three months ended Three months ended

31 March 2017 31 March 2016
Authorised (ordinary) shares (number) 42,217,941,468 42,217,941,468
Par value of one share (in RUB) 0.10 0.10
Weighted average number of shares 42,217,941,468 42,217,941,468
Profit for the period attributable to shareholders 2,436,648 2,270,056
Earnings per share (in RUB): basic and diluted 0.058 0.054
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PJSC “IDGC of Centre”
Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

15 FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

Objectives and policies of the Group in respect of the financial risk management are consistent with those that were
disclosed in the consolidated financial statements for the year ended 31 December 2016.

As at 31 March 2017, the fair value of the Group’s financial assets and liabilities approximates their carrying
amounts.

As at 31 March 2017, the Group’s unused portion of long-term and short-term credit line facilities amounted to
RUB 26,928,798 thousand (as at 31 December 2016: RUB 18,915,779 thousand). Among them, credit line facilities
related to the banks with controlling interest of the Government amounted to RUB 14,316,298 thousand (as at 31
December 2016: RUB 8,815,779 thousand).

16 COMMITMENTS

The Group has outstanding commitments under the contracts for the purchase and construction of property, plant and
equipment for RUB 5,631,155 thousand as at 31 March 2017 (as at 31 December 2016: RUB 4,766,748 thousand).

17 CONTINGENCIES

a. Insurance

The insurance industry in the Russian Federation is in a developing state and many forms of insurance protection
common in other parts of the world are not yet generally available. The Group has reliable insurance coverage for its
property: industrial buildings, structures and premises, air and cable transmission lines, energy (power) machines
and others. In addition, insurance covers risks that could lead to losses in the event of damage to third parties (health,
property) arising from operation of dangerous production units. The Group has no insurance coverage against losses
caused by business interruption

b. Litigation

The Group is a party to certain legal proceedings arising in the ordinary course of business. Management does not
believe than these matters will have a material adverse effect on the Group’s financial position and operating results.

c¢. Taxation contingencies

The taxation system in the Russian Federation continues to evolve and is characterised by frequent changes in
legislation, official pronouncements and court decisions, which are sometimes, contradictory and subject to varying
interpretation by different tax authorities. Taxes are subject to review and investigation by a number of authorities,
which have the authority to impose severe fines, penalties and interest charges. A tax year remains open for review
by the tax authorities during the three subsequent calendar years; however, under certain circumstances a tax year
may remain open longer. Recent events within the Russian Federation suggest that the tax authorities are taking a
more assertive position in their interpretation and enforcement of tax legislation.

These circumstances may create tax risks in the Russian Federation that are substantially more significant than in
other countries. Management believes that it has provided adequately for tax liabilities based on its interpretations of
applicable Russian tax legislation, official pronouncements and court decisions. However, the interpretations of the
relevant authorities could differ and the effect on these Financial Statements could be significant, if the authorities
were successful in enforcing their interpretations.

d. Environmental matters

The Company and its predecessors have operated in the electric transmission industry in the Russian Federation for
many years. The enforcement of environmental regulations in the Russian Federation is evolving and the
enforcement posture of Government authorities is continually being reconsidered. Management periodically
evaluates its obligations under environmental regulations.
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PISC “IDGC of Centre”

Notes to the Interim Condensed Consolidated Financial Statements for the three months ended 31 March 2017
(unaudited)

Thousands of Russian Roubles, unless otherwise stated

17 CONTINGENCIES (CONTINUED)

Potential liabilities might arise as a result of changes in legislation and regulation or civil litigation. The impact of
these potential changes cannot be estimated, but could be material. In the current enforcement climate under existing
legislation, management believes that there are no significant liabilities for environmental damage.

e. Other contingencies
The Group believes that the electricity services provided are in compliance with the Russian legislation regulating
electric power transmission. Other contingencies to disclose as at 31 March 2017 and 31 March 2016 are absent.

f. Guarantees

As at 31 March 2017 and 31 December 2016, the Group has no issued financial guarantees for loans and borrowings.

18 RELATED PARTY TRANSACTIONS

a. Control relationships

The Company’s parent as at 31 March 2017 and 31 December 2016 was PJSC “Russian Grids”. The party with the
ultimate control over the Company is the Government of the Russian Federation, which held the majority of the
voting rights of PJSC “Russian Grids”. The economic, social and other policies of the Government of the Russian
Federation could have a significant impact on the Group's activities.

b. Transactions with parent company and other related parties

Transaction value for the three
months ended Balance

As at31 March  As at 31 December

31 March 2017 31 March 2016 2017 2016
Sale of goods and services: 1,316 19 853 21,567
Parent company - - 77 -
Fellow subsidiaries 1,316 19 776 21,567
Purchase of goods and services: 4,380,638 3,961,393 1,382,239 1,232,264
Parent company 96,161 96,161 45,311 22,617
Fellow subsidiaries 4,284,477 3,865,232 1,336,928 1,209,647
Advances given: - - 44,986 30,335
Fellow subsidiaries - - 44,986 30,335
Advances received: - - 173,413 173,440
Fellow subsidiaries - - 173,413 173,440
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18 RELATED PARTY TRANSACTIONS (CONTINUED)

¢. Management compensation

There are no transactions or balances with key management and their close family members except for remuneration
in the form of salary and bonuses.

Total remuneration paid to key management, Board of Directors and Management Board members for the three
months ended 31 March 2017 and for the three months ended 31 March 2016 and inchided into personnel costs was:

Three months ended Three months ended
31 March 2017 31 March 2016
Salary and bonuses 32,295 42,136

The amount of commitments to key management personnel included in employee benefit obligations was as follows:

31 March 2016 31 December 2016
Present value of defined benefit and defined contribution
plans, as well as other payments for post-employment
benefits 4,770 4,541

d. Transactions with government-related entities

The Group applies the exemption in IAS 24 Related Party Disclosures that allows to present reduced related party
disclosures regarding transactions with government-related entities.

In the course of business, the Group makes a significant number of transactions with companies that are
government-related. These operations are carried out under the regulated tariffs, or in accordance with market prices.

Revenue from government-related entities accounts for 40% of the Group’s total revenue for the three months ended
31 March 2017, (for the three months ended 31 March 2016: 40%) including 41% of the proceeds from the
transmission of electricity for the three months ended 31 March 2017 (for the three months ended 31 March 2016:
40%).

Costs of electricity transmission for government-related entities account for 62% of the total costs of the electricity
transmission for the three months ended 31 March 2017 (for the three months ended 31 March 2016: 60%).

Interest income for government-related entities accounts for 71% of the total interest income for the three months
ended 31 March 2017 (for the three months ended 31 March 2016: 73%).

Interest expenses for government-related entities account for 51% of the total interest expenses for the three months
ended 31 March 2017 (for the three months ended 31 March 2016: 57%).

During 2015, the Group made three issues of non-convertible documentary interest - bearing bonds with a total
nominal value of RUB 15,000,000 thousand with a nominal interest rate of 11.58-12.42% per annum. The maturity
of the bonds is 3-7 years. Two issues of the interest - bearing bonds with a total nominal value of RUB 10,000,000
thousand with a nominal interest rate of 11.58-12.42% per annum have been fully purchased by PJSC “Russian
Grids”. During 2016, the Group made the issue of non-convertible documentary interest - bearing bonds with a
nominal value of RUB 5,000,000 thousand with a nominal interest rate of 9.32% per annum. The maturity of the
bonds is 10 years. The issue of the interest - bearing bonds have been purchased by PISC “Russian Grids”.

e. Pricing policy

Transactions with related parties for the transmission of electricity are carried out at the tariffs set by the state.
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