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PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 30 SEPTEMBER 2016

(in thousands of Russian Roubles)

30 September 31 December

Notes 2016 2015
ASSETS
Non-current assets
Property, plant and equipment 6 132 940 818 132033 165
Investment property 171 908 181 232
Intangible assets 686 392 700 553
Investments in associatesand joint ventures 7 363018 395 544
Deferred income tax assets 521 535 438 839
Other non-current assets 8 1202 572 1273073
Total non-current assets 135 886 243 135 022 406
Current assets
Cash and cash equivalents 9 838 698 1701 151
Short-term investments 10 30 073 42073
Trade and other receivables 12 15 654 113 15 025 863
Current income tax prepayments 1895 186 250 446
Inventories 13 2 843 380 2 636 994
Non-current assets held for sale 11 85 983 215 846
Total current assets 21 347 433 19 872 373
TOTAL ASSETS 157 233 676 154 894 779
EQUITY AND LIABILITIES
Equity
Share capital 14 38 543 414 38 543 414
Share premium 14 22 913 678 22 913 678
Merger reserve 14 (6 086 949) (6 086 949)
Other reserves (1209 011) (1209 011)
Effect of remeasurements of post-employment
benefits obligations (11 672) (11 672)
Retained earnings 48 605 217 43 014 555
Equity attributable to the Company’s owners 102 754 677 97 164 015
Non-controlling interest 8 584 140 8 365 373
TOTAL EQUITY 111 338 817 105 529 388
LIABILITIES
Non-current liabilities
Long-term borrowings 15 12 441 373 16 807 500
Deferred income tax liabilities 11 038 052 10 825 246
Post-employment benefits obligations 958 732 958 732
Other non-current liabilities 16 128 443 185 623
Total non-current liabilities 24 566 600 28 777 101
Current liabilities
Short-term borrowings 17 12 886 335 13 030 655
Trade and other payables 18 7 559 949 6 438 527
Current income tax payable 13 200 32 835
Other taxes payable 19 868 775 1086 273
Total current liabilities 21 328 259 20 588 290
TOTAL LIABILITIES 45 894 859 49 365 391
TOTAL EQUITY AND LIABILITIES 157 233 676 154 894 779
Approved for issue and signed on 17 November 2016.
General Director A. V. Barvinok

Chief Accountant a/

/R. V. Stanishevskaya

The accompanying notes 1 to 25 form an integral part of these consolidated financial statements.



PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME FOR NINE MONTHS

ENDED 30 SEPTEMBER 2016
(in thousands of Russian Roubles)

Nine months

Nine months

The accompanying hotes 1.to 25 form anintegral part of these consolidated financiat statements.

‘ended ended
30 September 30 September
Notes 2016 2015
Revenue
Sales of electricity 32 027 611 .28 0113 879
Sales of heat _ 21 630 828 19 584 609
Other-sales. 20 758 059 450 451
Total revenue 54 416 498 48 048 939
Government grants 21 266 363 566 532
Operating expenses 22 (45 638 '915) (41733 633)
Impairment loss recognised 6 - (436 912}
Other operating iricome 23 373 415 479 549
Total operating expenses (44 999 137) (41 124 464)
Operating profit 9 417 361 6 924 475
Finance income. 24 237 409 170628
Finance costs. 24 (1 681 057) (2 024 644)
Finance costs, net (1 443 648) (1 854 016)
'Profit before income tax 7973713 5070 459
Income tax expense {1 227 665) {1 034 907)
Profit for the period 6 746 048 4 Q35 552
‘Other compréhensive income . -
Other comprehensive income including tax - -
‘Total comprehensive income for the peried 6 746 048 4035 552
Profit is attributabie to:
Owners of the TGC-1 6527 281 3813683
Non-controlling interests 218767 221 869
Profit, for the period 6 746 048 4035552
Total comprehensive income is attributable to:
‘Owners of the TGC-1 6 527 281 3813 683
Non-controlling interests. 218767 221 B69.
Total comprehensive income for the period 6 746 048 4.035 552
i
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PJSC. TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
_{in thousands of Russian Roubles)

Nine months

Nine menths

The accompanying notes 1 to 25 form an integral part of these consolidated financial statements:

_ ended ended
30 September 30'September
Notes 2016 2015

Cash flows from operating activities
Profit before income tax 7973743 5.070 459
Adjustments to non-cash items 7270 166 6 542158
Operating cash flows before working capital changes. 15 243 879 11612617
Capital changes 147 910 (306 604)
Cash generated from operations 15 391.789 11 306 013
Income taxes paid and interest paid {5 219 895) (4.704 387)
Net cash from operating activities 10 171894 6 601 626
Net cash used in investing activities (5 722 609) (5 772 710)
Net cash used in financing activities (5 311 738) (2 481 338)
Net decrease in cash and cash equivalents (862 453) (1 652 422)
Cash and cash equivalents at the beginning of the period 1701 151. 2 265 399
Cash and cash equivalents at the end of the period -B38 698, 612 977
4



PJSC TERRITORIAL GENERAT!NG COMPANY- Net AND ITS SUBSIDIARIES.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
.{in thousands of Russian Roubles)

Note 1, The Group and its operations

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRS) for nine months ended 30 September 2016 for Public Joint-Stock Company
(PJSC) Territorial Generating Company Ne 1 (here in after “TGC-1”, or the “Company”) and its
subsidiaries (the “Group”).

The Company was lncorporated and is domiciled in the Russian Federation. [t is a public joint stock
company and was established in accordance with Russian law.

TGC-1 was established on 25 March 2005 as part of the restructuring of Russia's electricity sector: in
‘accordanice with Board of Directors Resolution No. 181 of RAO UES of Russia (here in after “RAQ UES™)
on 26 November 2004. The structure and founding principles of TGC-1 were adopted by the
RAO UES Board-of Directors on 23 April 2004 {Resolution No. 168).

The Group consists of the Company and the following subsidiaries. All Group companies are
incorporated in the Russian Federation.

% of ownership as at 30 September

Subsidiary 2016 2015 Immediate parent
PJSC Murmanskaya TPP 98.6791 90.3423 PJSC TGC-1
J5C 5t Petersburg Heating Grid 74.9997 74.9997 PJSC TGC-1

As the operator of 54 power plants,: the Group is prmcmally engaged in electr|c1ty, capacrty and heat
generation. The Group’s generating assets are located i the North-West of Russia, in particular in
St. Petersburg, the Leningrad region, the Murmansk region and in Karelia region.

The:Company’s registered office is located at 6 Bronevaya Str., litera B, St. Petersburg, Russia, 198188,

Note 2. Operating environment of the Group

The. Russian: Federation displays certain characteristics of an emerging market. Its economy is.
particularly sensitive to oil and gas prices. The legal, tax and regulatory- framewaorks continue to
develop and are subject to frequent changes and varying interpretations. During 2015 the Russian
economy was negatively impacted by a decline in oil prices and ongoing political tension in the region
and international sanctions against certain Russian companies and individuals. As a resutt during 2015:

» the CBRF exchange rate fluctuated between RR 49,1777 and RR.72.8827 -per USD;

» the RTS stock exchange index ranged between 724.73 and 1 082.21;

« access to international financial markets to raise funding was limited for certain entities; and

s capital outflows incieased.
The financial markets continue to be volatile and are. characterised by frequent significant prlce
‘movements and increased trading spreads. Subsequent to 31. December 2015:

 the CBRF exchange rate fluctuated between RR 62.0480 per USD and RR 83.5913 per USD;

« In March 2016 Moody’s has decided to withdraw: national scale ratings of Russia because of
legislation changes. Fitch also declared it could withdraw national scale ratings of locat
companies in order to avoid the contradiction between the Russian and internatichal.
legislation. Standard & Poor’s has not ‘made a decision about its business in Russia. These
events may have negative effect for Russian economy.

¢ the RTS stock exchange index ranged between 628.41 and 1017.88;

* bank lending activity decreased as banks are reassessing the business.models of their borrowers
and their ability to withstand the increased lending and exchange rates.




PJSC TERRITORIAL GENERATING COMPANY Ne't AND TS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS .ENDED 30 SEPTEMBER 2016
{in thousands of Russian Roubles)

‘Note 2. Operating envirenment of the Group {continued)

These events may have a further significant impact on the Group’s future operations and fiancial
position, the effect of which is. difficult to predict. The future economic and regulatery situatioh and
its impact on the Group’s operations may differ from managenient’s current expectations.

Management has determined impairment provisions by considering the economic situation and-outlook
at the end of the reporting period. Provisions for trade receivables are determined using the “incurred
loss” model required by the applicable accounting standards. These standards require recognition of
impairment losses for receivables that arose from past events and prohibit recognition of impairment
losses that could arise from future events, no matter how likely those future events are. Thus, final
impairment losses from financial assets could differ significantly from- the current level of provisions.

These standards also require recognition of impairment losses for property, plant and equipment that
arose from past events and prohibit recognition of impairment lossés that could arise from future
events, no matter how likely those future events are (Note 4).

Government relations dand current regulation

As at 30 September 2016 the Group was controlled by the Gazprom Group (51.79% stake) via its
subsidiary Gazprom Energoholding LLC (as at 31 December 2015 - 51.79% stake), The Group's other
significant shareholder as at 30 September 2016 was Fortum Power and Heat Oy - 29.45% stake (as at
31 December 2015 - 29.45% stake) The Gazprom Group is controlled by the government of the Russian
Federation, which was the Group’s ultimate _c_ontroll_mg_ party as-at 30 September 2016 and 31
December 2015.

The Group’s customer base also. includes a large number of state-controlled entities. Furthermore, the
government also controls a number of the Group's suppliers of fuel and other matenals

The Russian government d1rectly affects the Group 'S operations through
the Federal Tariff Service (“FTS”), which regulates its wholesale energy purchases, and by the
St Petersburg Tariff Service, Leningrad Regional Tariff Service, Karelia Tariff Service and Murmansk
Regional Tariff Service, wh1ch regulate its retail electricity, capacity and-heat sales. The operations of
all generating facilities ‘are coordinated. by QJSC. System Operator of Unified Enhergy System, a state-
controlled company,

Tariffs which the Group may charge for electricity, capacity and heat sales are governed by regulations
specific to the electricity, capacity and heat industry and that apply to natural monopolies.
Historically, such tariffs have been based on a. “cost-plus” system; meaning the cost of service plus a
margin.

Going concern

The accompanying consolidated financial statements have been prepared on a going concern basis,
which contemplates the realisation of -assets and the satisfaction-of liabilities in the normal course of
business. Management believes that the Group will have a sufficient liquidity to continue its operations
in the foreseeable future,

As at 30 September 2016, the Group's current assets exceeded its current liabilities by.
RUB 19 174 thousand (as at 31 December 2015 current liabilities exceeded its current assets - by RUB
715 917 thousand).-

‘Management believes that the Group will have a sufficient liquidity to continue its operatlons in the
foreseeable future. The accompanying financial statements de not include any adjustments shoutd the
Group be unable to continue as a going concern.



PJSC TERRITORIAL GENERATING COMPANY Ne{ AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 7016
_(in thousands of Russian Roubles}

Note 3. Summary of Significant Accounting Polices

Basis of preparation

These consolidated financial statements have been prepared in accordarice with International Financial
Reporting Standards (“IFRS”) under the historical cost convention as modified by the initial recognition
of financial instruments: based on fair value. The principal accounting policies applied in the
preparation of these: consolidated financial statements are set out below. These policies have been
consistently apphed to all the periods presented, unless otherwise stated (Refer to Note 5).

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting esttmates It also requires management to exercise its judgement in. the process of applying
the Group’s accounting policies, The .areas involving a higher degree of judgement or complexity, or
areas where assumptions and estimates are significant to the consolidated financial statements are
disclosed in Note 4,

Consolidated financial statements

Subsidiaries are those investees, including structured entities, that the Group. controls because the
Group (i) has power to direct relevant activities of the mvestees that significantly affect their returns,

(ii) has exposure, or nghts to variable returns from its involvement with the investees, and (iif) has the
ability to use its power over the investees to affect the amount of investor’s returns. The existence
and effect of substantive rights, including substantive potential voting rights, are considered when
assessing whether the Group has power over another entity. For a. right to be substantive, the holder
must have practical ability to exercise that right when decisions about the direction of the relevant
activities of the investee need to be made.

The Group may have power over an investee even when it holds less than majority of voting power in
an investee.

In such a case, the Group assesses the size of its voting rights relative to the size and dispersion of
holdings of the other vote holders to determine if it has de-facto power aver the.ifvestee. Protective
rights of other investors, such as those that relate to fundamental changes of investee’s activities of
apply only in- exceptional circumstances, do not prevent the Group from controlling an investee.
Subsidiaries are- consalidated from the date ‘on which control is transferred to the Group {acquisition
date) and are deconsolidated from the date on which control ceases.

The acquisition method of ‘accounting is used to account for the acquisition of subsidiaries. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are
measured at their fair values at the acqms:tnon date, irrespective of the extent of any noi-controlling
interest,

‘The Group measures non-controtling interest that represents present ownership interest and entitles
the holder to a proportionate share -of net assets in the event of liquidation on a transaction by
transaction basis, either at: (a) fair value, or (b) the non- -controlling interest's proportionate share of
‘net assets of the acquiree, Non-controlling interests that are not. present ownership interests are
measured at fair value.

Goodwill is measured by deducting the net assets of the acquiree from the ‘aggregate of the
conSIderatlon transferred for the acquiree, the amount of non-controtling interest in the acquiree and
fair value of an interest in the acquiree held 1mmed1atety before the acquisition date. Any negative
-amount (“negative goodwill, bargain purchase”) is recognised in profit or loss, after management
reassesses. whether it identified all the assets acquired and all liabilities and contingent liabilities
assumed and reviews appropriateness of their measurement.

The consideration transferred for the acquiree is measured -at the fair value of the assets given up,
equity instruments issued and liabilities incurred or assumed, mcludmg fair value of assets or liabitities
from contingent consideration arrangements but excludes. acquisition related costs stch as advnsory,
légal, valuation and similar professional services. Transaction costs related to the acquisition and
incurred for issuing equity instruments are deducted. from equity; transaction costs incurred. for i issuing.
debt as part-of the business combination are deducted from the carrying amount of the debt and all
other transaction casts associated with the acquisition are expensed,



PJSC. TERRiTORIAL GEMERATING COMPANY Na1 AND TS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
{in thousands of Russian Roubles)

Note 3, Summary of Significant Accounting Polices (continued)

Intercompany transactions, balances and unrealised gains on transactions between group companies
are eliminated; -unrealised losses are also eliminated unless the cost cannot be recovered.
The Company and all of its subsidiaries use uniform accounting policies consistent with the Group’s
policies,

‘Non-controlling interest is that part of the net results and of the equity of a subsidiary attributable to
interests which are not owned, directly or indirectly, by the Company, Non- -controlling interest forms a
separate component of the Group's equity.

Preseritation currency

These consolidated financial statements are presented in thousands of Russian Roubles (RUB thousand),
unless otherwise stated.

Foreign currency translation

The functional currency of each of the Group’s consolidated entities is the currency of the primary
economic ‘environment in which the entity operates. The functional currency of the Company and its
subsidiaries, and the Group’s presentation currency, is the national currency of the Russian Federation,
Russian Roubles {RUB).

Monetary assets and liabilities are transtated into each entity’s functional currency at the official
exchange rate of the Central Bark of the Russian Federation (“CBRF”} at the respective end of the
reporting period.

Foreign exchange gains and losses resulting from ‘the settlement of the transactions and from the
translation of monetary assets and liabilities into each entity’s functional currency at year-end official
exchange rates of the CBRF are récognised in profit or loss as finance income or costs: Translation at
year-end rates does not apply to non-monetary jtems that are measured at historical cost. Non-
monetary items measured at fair value in a foreign currency, including equity investments, are
translated using the exchange rates at the date when the fair value was determined. Effects of
exchange rate changes on non-monetary items measured at fair vatue in a foreign currency are
recorded as part of the fair value gain or loss. ' '

Revenue is translated into each entity’s functional currency using the official exchange rate of the
CBRF at the respective date-of transaction.

At 30 September 2016, the official rate of exchange, as determined by the Central Bank of the Russian.
Federation, between the Russian Rouble and the US Dollar (USD} was USD 1 = RUB. 63,1581
(31 December  2015: USD1=RUB 72.8827), and between the Russian Rouble and
the Euro.(EUR}: EUR 1 =RUB 70,8823 {31 December 2015: EUR 1 = RUB 79.6972).

Associates

Associates are. entities over which the Group has significant influence (directly or indirectly), but not
control, gdenerally accompanying a shareholding of between 20 and 50 percent of the voting rights.
investments in associates are accounted for using the equity method of accounting and are initially
recognised at cost. Dividends received from associates reduce the carrying value of the investment in
associates. Other post-acquisition changes in Group’s share of net assets of an associate are recognised
as follows: (i) the Group s share of profits or losses. of associates is recarded in the consolidated profit
or loss for the year as share of result of associates, (ii) the Group’s share of other comprehensive
income is recognised in other comprehenswe income and presented separately, (i) alt other changes
in the Group’s share of the carrying value of net assets of associates are recognised in profit or loss
within the share of result of associates.

~However, when the Group’s share of losses in an associate equals or exceeds its interest in the
associate, including any other unsecured receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments-on behalf of the associate.

Unreatised gains on transactions between the Group and its associates are eliminated to th'e.extent:of'
the Group’s interest in the associates; unrealised losses are also eliminated unless the transaction
“provides evidence of an impairment of the asset transferred.




PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
{in thousands of Russian Roubles)

‘Note 3. Summary of Significant Accounting Polices (con'tinued)

Disposals of subsidiaries, associates or joint ventures

When the Group ceases to have control or significant influence, ‘any retained interest in the entity is
remeasured to. its fair value, with the change in carrying amount recognised in profit or loss. The fair
value is the 1n|t1al carrying amount for:the purposes- of subsequently accounting for the retained
interest as an associate, joint venture or financial asset. In addition, any amounts previously
recognised in other comprehensive income in respect of that entity, are accounted for'as if the Group
had directly disposed of the related assets or liabilities. This may mean that amounts previously
recognised in other comprehensive income are recycled to profit or loss.

tf the ownership interest in an associate is reduced but significant influence is retained, only a
proportionate share of the amounts previously recognised in other comprehensive income are
reclassified to profit or loss where appropriate,

Financial instruments - key measurement terms

Depending on their classification financial instruments are carried at fair value or amortised cost as
described below.

Fair value'is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The best -evidence of fair value is
price in an active market, An active market is one in which transactions for the asset or liability take
place with sufficient frequency and volume to provide pricing information on an ongoing basis.

Valuation techniques such as discounted cash flow models or models based on recent arm’s length
transactions or consideration of financial data of the investees are used to measure fair value of
certain financial instruments for which external market pricing information is not available. Fair value
measurements are analysed by level in the fair value hierarchy as follows: (i) level one are
measurements at quoted prices (unad]usted) in active markets for identical assets or liabilities,
(i} level two measurements are valuations techniques with all material inputs observable for the asset
or liability, either directly (that is, as prices) or indirectly (that is, derived from prices), and (ifi) level
three measurements are valuations not based on solely observable market data (that is, the
measurement requires significant unobservable. inputs).. Transfers between levels of the fair vatue
hierarchy are deemed to have occurred at'the end of the reporting period.

Transaction costs are incremental costs that are directly attributable to the acquisition, issue or
disposal of a financial instrument. An incremental cost is one that would not have been incurred if the
transaction had not taken place. Transaction costs include fees and .commissions paid. to agents
{including employees acting as selling agents), advisors, brokers and dealers, levies by regulatory
agencies and securities exchanges, and transfer taxes and dutles Transaction costs do-not include.debt
premiums or discounts, financing costs or internal administrative or hotding costs.

Amortised cost is the amount at which the financial instrument was recognised at initial recognition
less any principal repayments, plus accrued interest, and for financial assets less any write-down for
incuired impairment losses. Accrued interest includes amortisation .of transaction costs deferred at
initial recognition and of any premium or discount to maturity amount using the effective interest
method. Accrued interest income and accrued interest expense, including both accrued coupon and
amortised discount or premium (including. fees deferred at origination, if any), are not presented
separately and are included in the carrying values of related items in the statement. of financial
position.

The effective interest method is a method of atlocating interest income or interest expense over the
relevant period, so as to achieve a constant periedic rate of intérest (effective interest rate) on the
carrying amount. The effective interest rate is the rate that exactly discounts estimated future cash_
paymients or receipts (excludmg future credit losses) through the expected life of the financial
instrumenit or a shorter period, if appropriate, to__the net carrying amount of the financial instrument,
The effective interest raté discounts cash flows of variable interest instruments to the next interest:
repricing date, -except for the premium or discount which reflects the credit spread over the-floating
rate specified in the instrument, or other variables that are not reset to market rates. Such premiums
or discounts are amortised over the whole expected life of the instrument. The present value
calculation includes all fees paid or received between parties to the contract that are an integral part
of the effective interest rate.



PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER. 2016
_(in thousands of Russian Roubles}

Note 3. Summary of Significant Accounting Polices (continued)

Classification of financial assets
Financial assets have the following categories: (a) loans and receivables; (b} available:-for:sale financial
assets; (c) financial assets held to maturity and (d) financial assets at fair value through profit or loss.

'.Fmanmal assets at fair value through profit or loss have two sub-categories: {i) assets designated as
such upon initial recognition, -and (i) those ctassified as held for trading.

The Group does rict have the following categories of financial assets: financial assets at fair value
through profit or loss, financial assets held to maturity and dvailable-for-sale financial assets.

Financial assets that would meet the definition -of loans and réceivables may be- reclassified if the
Group has the intention and ablllty to hold these financial assets foir the foreseeable future or until
maturity.

Loans and receivables are unquoted non-derivative financial assets with fixed or determinable
payments other than. those that the Group dintends to sell in the near term. The Group’s loans and
receivables comprise of ‘trade and other receivables’ and “short-tefm investmerits’ in the statement of
financial position.

Classification of financial liabilities

Financial liabilities have the following measurement categories: {a} held for trading which also includes
financial derivatives and (b) other financial liabilities. Liabilities held for trading are carried at fair
value with changes.in value recognised in profit or Eoss for the year (as finance income or finance costsy
in the period in which they arise. Othier financial liabilities are carried at amortised cost. The Group's
other financial habj_htles comprise of ‘trade and other payables' and ‘borrowings’ in the statement of
financial position.

The Group does not have financial liabilities relate to category held for trading which also inclides
financial derivatives.

Initial recognition of financial instruments

Financial assets and liabilities are initially recorded at fair value plus transaction costs. Fair value at
initial recognition is-best evidenced by the transaction price. A gain or loss on ‘initial recognition is onty
recorded if there is a difference between fair. value and transaction price which can be evidenced by
other observable current market transactions in the same instrument or by a valuation technique
whose inputs include only data from observable markets,

All purchases and sales of financial assets that require delivery within the time frame established by
regulatlon or market convention (“regular way” purchases and sales) are recorded at the trade date,
which is the date ‘that the Group commits to deliver a financial asset. All other purchases are
recogmsed when the entity becomes a party to the contractual provisions.of the instrument,

After-initial recognition, (oans issued and accounts recefvable are measured at amortized cost using the
effective interest rate method (“EIR”), less impairment losses. The EIR amortization is inclided in
Finance income in the profit or loss. The losses arising from impairment are recognised in the profit or
loss in finance Costs.

Derecognition of financial assets

The Group derecognises financial assets when (a) the assets are redeemed or the rights to cash flows
from the assets otherwise expired or (b} the Group has transferred the rights to the cash flows from
the financial assets or entered .into a qualifying pass-through arrangement while (i) also transferring
-substanttally all the risks and rewards of ownership of the assets or (ii) neither transferring nor
retaining substantially all risks and rewards of ownership but not retaining control.

Control is retained if thé counterparty does not. have the practical ability to sell the asset in its
entirety to an unrelated third party without needing to impose additional restrictions on the sale,
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'PJSC TERRITORIAL GENERATING COMPANY Ned AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
(in thausands of Rissian Roubles)

Note 3. Summary of Significant Accounting Polices (continued)

Propeity, plant and equipment

Property, plant and equipment-are stated at cost, restated to the equivalent purchasing power of the
Russian Rouble at 31 December 2002 for assets acquired prior to 1 January 2003, less accumulated
depreciation and provision for impairment, where required. Property, plant and equment includes
assets under construction for future use as: property, plant and equipment. Cost includes borrowing
costs incurred on specific or general funds borrowed to finance construction of qualifying assets.

At the time of the Group’s establishment in 2005 property, plant and equipment were recorded at the
carrying values determined in accordance with the IFRS at the date of their transfer to the Group. by its
predecessor entity RAQ UES.

At each reporting. date management assesses ‘whether there is any indication of impairment of
property, plant and equipment. If. any such indication exists, management estimates the reécoverable
amount which. is determined as the higher of an asset’s fair value. léss selling costs and its value in use.
The carrying amount is reduced to the recoverable amount and the difference is recogmsed as an
expense (impairment loss) in the profit or losses. An impairment loss recognised for an asset in prior
periods is reversed.if there has been a positive change in the estimates used to determine the asset’s
recoverabte amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and
are recognised in profit or loss for the year within other operating income or ¢osts.

Costs of minor repairs-and maintenance are expensed when incurred. The cost of replacing major parts
or components of property, plant and equipment items are capitalised and the replaced part is retired.
Gains-and losses arising from disposal of property, plant and equipment are inctuded in profit or losses.

Social assets are not included in property, plant and eqmpment as they are not. expected to result in
future economic benefits to the Group. Costs associated with fulfilling the Group’s social
responsibilities are expensed-as incurred.

Depreciation of property, plant and equipment is calculated on a straight-line basis over the estimated
useful life of the asset when it is available for use. Deprecuation commences on the date of acquisition,
or for internally constructed assets, from the time the asset is completed and ready for use,

The estimated useful lives, in years, of assets by type of facility are as follows:-

Type of facility Useful lives, years
Production buildings 40-50
HMydrotechnical:buitdings 50-60
Generating equipment 20-30
Heating networks 25-3%
Other 10-25

The residual value of an asset is. the estimated amount that the -Group would currently obtain from
disposal of the asset less the estimated disposal costs, if the asset were already of the age and in the
condition expected at the end of its useful life. The assets’ residual values and useful lives are
reviewed and adjusted, if appropriate, at each reporting date.

Investment property

lnvestment property is property held by the Group to earn rental income or-for capital appreciation, or
both and which is not occupied by the Group. Investment property includes assets under construction
for future use as investment property.

Investiment property is initially recognised at cost. Subsequent expenditure is capitalised only when it
is probable that future economic. benefits associated with the item will flow to the Group, and the cost
can be measured reliably. All other repairs and maintenance costs are expensed when incurred, If an
investment property becomes owner-occupied, it is reclassified to property, plant and equipment.
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PJSC TERRITORIAL GENERATING COMPANY HNet1 AND ITSSUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016

_(in thousands of Russian Roubles)

Note 3. Summary of Significant Accounting Polices {continued)

Land held under operating leases is classified and accounted for by the Group as investment property
when the rest of the definition of investment property is met.

Earned rental income is recorded in profit or loss for the year within other operating income.

Gains or losses on disposal of investment property are calculated as proceeds less the carrying amount.
Operating lease

Where the Group is a lessee in a lease which does not transfer substantially all the. risks and rewards:
incidental to ownership from the lessor to the Group, the total lease payments are charged to profit or
losses an a straight-line basis over the period of the lease. The lease term is the non-cancellable period
for which the lessee has contracted to lease the asset together with any further terms for which the
lessee has the option to continue to lease the-asset, with or-without further payment, when at the
inception of the lease it.is reasonably certain that the lessee will exercise the option.

‘Operating teases include long-term leases of land with rental payments contingent on cadastral values
regularly reviewed by the government.

When assets are leased out under an operating lease, the lease payments receivable are recognised as
rental income-on a straight-line basis over the lease term.

Finance lease liabilities

Where the Group is a lessee in a lease which transfetred substantially all the risks and rewards
incidental to ownership to the Group, the assets leased are capitalised in property, plant and
equipment at the commencement of the lease at the lower of the fair value of the leaséd asset and the
present value of the minimum lease payments. Each lease payment is allocated between the liability
and finance charges so as to achieve a constant rate on the finance balance outstanding.
The corresponding rental obligations, net of future finance charges, are included in borrowings.
The interest cost is charged to profit or loss over the lease period using the effective interest method.
The -assets acquired under finance leases are depreciated over their useful tife or the shorter lease
term; if the Group is not reasonably certain that it will obtain ownership by the end of thé leasé term:

intangible assets

The Group’s intangible assets have definite useful lives and primarily include capitalised computer
software and licences.

Acquired computer software: 'li_ce_nces are capitalised on the basis of the costs incurred to acquire and
bring them into use. Amortisation is included in operating expenses (Note 22), '

Enta'ng_ible'assets are amortised using the straight-line method over their useful lives:
Useful lives in years

Software licences _ _ 2-15
Capitalised internal software development costs: 2-15
Other licences 4-10

If impaired, the carrying amount of jntangible assets is written down to the higher of value in use and
fair value less costs to sell.

income taxes

Income taxes have been. provided for in the consolidated financial statements in -accordance with
legislation enacted or substantively enacted by the end of the reporting period. The income tax charge
camprises current tax and deferred tax-and is recognised in profit or loss for the year, except if it is
recognised in other comprehensive income or directly in equity because it relates to transactions that
are also recognised, in.the same or a different period, in other comprehensive income or directly in.
equity.

Current. tax is the amount expected to be paid to, or recovered from, the tax authorities on taxable
profits or losses for the current and prior periods. Taxes other than on income are. recorded within
operating expenses.

The Group's uncertain tax positions are reassessed by management at every reporting date. Liabilities
are recorded for income tax positions that are determined by management as more tikely than not to.
result in:additional taxes being levied if the positions were to be challenged by the tax authorities..
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PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES _ o
NOTES TG THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
{in thousands of Russian Roubles)

Note 3. Summary of Significant Accounting Polices (continued)

The assessment is based on the interpretation of tax laws that have been enacted or substantively
enacted by the reporting date and any khown court ar other rulings on such issues. Liabilities for-
penalties, interest and taxes other than on income are recognised based on managemeht’s best
estimate of the expenditure required to settle the obligations at the reporting date. '
Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts
for financial reporting purposes.. In accordance with the initial recognition exemption, deferred taxes
are hot recorded for temporary differences on initfal recognition of an asset ‘or a liability in a
transaction other than a business combination if the transaction, when initially recorded, affects
neither accounting nor taxable profit.

Deferred tax balances are measured at tax rates enacted or substantively enacted at the reporting
date which are expected to apply to the period when the temporary differences will reverse or the tax
loss carry forwards will be utilised. Deferred tax assets for deductible temporary differences and tax
loss carry forwards are recorded only to the extent that it is probable that futuré taxable profits will
be available against which the deductionscan be utilised. Deferred tax assets and liabilities are netted
only within the individual entities of the Group. '

Deferred tax is not provided for the undistributed earnings of the subsidiaries, as the Group controls
the subsidiaries’ dividend policy and requires profits to be reinvested. Only insignificant dividends are
expected to be declared from future profits of the subsidiaries. Neither these future profits nor the
related taxes are recognised in these consolidated financial statements.

Inventories

Inventories are recorded at the _'lowerE of cost and net realisable value. The cost of inventory. is
determined on a weighted average basis. The net realisable value is the estimated selling price in the
ordinary course of business, less.the cost of completion and selting expenses.

Trade and other receivables

Accounts receivable are recorded inclusive of VAT. Trade and other recéivables are carried at
-amortised cost using the effective interest method.

Impairment of financial assets carried at amortised cost

Impairment. losses are recognised. in profit or loss when incurred as a result of one or -more events.
{"loss events”) that occurred after the initial recognition of the financial asset and which. have an
impact on the amount. or:timing of the estimated future cash flows of the financial asset or group of
financial assets-that can be reliably estimated.. '

[f the Group determines that no objective evidence exists that impairment was incurred for an
individually assessed financial asset, whether significant or not, it includes the-asset in a group of
financial assets with similar credit risk characteristics, and collectively assesses them for impairment.
The primary factors that the Group considers in determining whether a financial asset is impaired are
its overdue ‘status and liquidity of related collateral, if any. The following other principal criteria are
also used to determine whether-there is objective evidence that an impairment loss has occurred:

» any portion or instalment is overdue and the late payment cannot be attributed to a delay
caused by the settlement systems;

= the counterparty is experiencing & significant financial difficulty as evidenced by its financial
-data that the Group has obtained;

» the.counterparty is considering bankruptcy or a financial reorganisation;

e there is'an adverse change in the payment status of the counterparty as a result of changes in
national or local economic conditions that impact the counterparty; or

« the value of collateral, if any, has signi'ficant[y decreased as a result of deteriorating market
conditions.
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PJSC TERRITORIAL GENERATING: COMPANY Mot AND ITS SUBS]D[ARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
-{in thousands of Russian Roubles})

Note 3. Summary of Significant Accounting Polices (continued)

Prepayments

Prepayments are- carried at cost less any provision for impairment. A prepayment is classified as non-
current when the goods or services relating to the prepayment are expected to be obtained after more
than gne year, or when the prepayment relates to an asset which will itself be classified as non-current
upon initial recognition. Prepayments to acquire assets are transferred to the carrying amotunt of the
asset once the Group has obtained control of the asset and it is probable that future economic benefits
associated with the asset will flow to the Group. Other prepayments offset when the goods or services
relating to the prepayments are received. If there is an indication that the assets, goods or services
relating to a prepayment will not be received, the carrying value of the prepayment is written down
accordingly and a corresponding impairment loss is recognised in profit-or loss.

Cash and cash equivalents

Cash and cash equivalents inctude €ash on hand, deposits held-at calt with banks, and other short-term
highly liguid short-term investments. with ongmal maturities of three months or less. Cash and cash
equivalents are ca_me_d at amor_tised cost using the effective interest method.,

Non-current assets classified as held for sale

Non-current assets and dispesal groups (which may include both non-current and current assets) are
classified in the consolidated statement of financial position as “non-current assets held for sale” if
their-carrying. amount will be recovered principally through a sale transaction (includirnig loss of ‘control
of a subsidiary holding. the assets) within twelve months after the reporting period. Assets are
reclassified when all of the following conditions are met: (a) the assets are avaitable for immediate
sale in their present condition; (b} the Group’s management approved and initiated an active
programme to locate a buver; {c}) the assets are actively marketed for sale at a reasonable price;
(d} the sale is expected within one year; and (e) it is unlikely that significant changes to the plan to
sell will be made or that the plan will be withdrawn.

Non-current assets or’ disposat groups classified as held for sale in the current period’s consolidated
statement of financial position are not reclassified or re-presented in the comparative consolidated
_statement of financial position to reftect the classification at the end of the current period,

A disposal group is a group of assets {current or non-gurrent) to be disposed of, by sale or otherwise,
together as a group in a single transaction, and liabilities directly associated with those assets that will
be transferred in the transaction. Goodwill is included if the disposal group includes an operation
within a cash-generating unit to which goodwill has been allocated on acquisition.

Non-current. assets are assets that include amounts expected to be recovered of collected more than
twelve months after the reporting period. If reclassification is required, both the current. and
‘non-current portions of an asset are reclassified,

‘Held for sale disposal groups as-a whole are measured at thie lower of their carrying amount and fair
value less costs to sell. Held for sate property, plant and equipment, investment properties and
intangible assets are not depreciated.

Reclassified non:=current: financial instruments, deferred taxes and investment properties held at fair
value. are not subject to write down to the lower of their carrying amount and fair value less costs to
sell. Liabilities directly associated with the disposal group that will be transferred in the disposal
transaction are reclassified and presented separately in the consolidated statement of financial
position,

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new
shares are shown in equity as a deduction, net of tax, from the procéeds. Any excess of the fair value
of consideration received over the par value of shares issued is recorded in equity as a share premium.
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Note 3. Summary of Significant Accounting Polices (continued}

Merger reserve

Any difference hetween the carrying value of the net assets merged.into the Group as. a result of a
transaction under common control, and the nominal value of any shares issued is recorded in. equity, as
a merger reserve. Merger. reserve is not distributable to shareholders and not taxable for income tax
PuUrposes.,

Other reserves

Difference betiween the carrying value of the néet assets mergéd into the Group in 2011 as a result of
contribution in JSC «5t Petersburg Heating Grid's» share capital, and the nominal value of the shares
issued is recorded in equity, as other reserves..

Dividends .

Dividends are recognised as a liability and deducted from -equity at the reporting date only if they are
declared and approved before or on the reporting date. Dividends are disclosed in subsequent events
note when they are proposed before the reporting date or proposed or dectared after the reporting
date but before the consolidated. financial statements are authorised for issue..

Value added tax

Output value added tax (VAT) related to sales is payable to the. tax authorities on the earlier of
(a) collection of the receivables from customers or (b) delivery of the goods or services.to customers.
Input VAT 5" genérally recoverable against output VAT upon receipt of the VAT invoice, The tax
authorities permit the settlement of VAT on a net basis. VAT rélated to sales and purchases is
recognised. in the consolidated statement of financial position on a gross basis and disclosed separately
as an asset and liability. Where provision has been made for the impairmént of receivables;, an
impairment loss is recorded for the gross amount of the debtor, including VAT.

Governinient grants

Grants from the government are recognised at their fair value where there is a reasonable assurance
that the grant will be received and the Group will comply with all attached conditions. Government
grants relating to the compensation of income in relation to companies providing heating services per
tariffs that don’t cover expenses for the costs-are deferred and recognised as deferred income in profit
or loss over the period necessary to match them with the costs that they are intended-to comipensate.

Trade and other payables

Trade payables and accounts payable for capital construction are accrued when the counterparty
performs its contractual obligations under the contract and are carried at amortised cost using the
effective interest method.

Borrowings

Borrowings are carried at amortised cost using the effective interest method.

Borrowing .costs

Borrowing costs that are directly attributable to the acquisition, construction or production of an asset
that that necessarily takes a substantial period of time to prepare for -its intended use or sale
(a quahfymg asset) are-capitalised as part-of the cost of that asset.

‘"The Group capitalises borrowing costs that would have been avoided if it had not made capital
expenditures on qualifying assets. Capitalised borrowing. costs are calculated at the Group’s ‘average
funding cost (the weighted average interest cost is applied to the expenditures on the qualifying
assets), except to the extent that funds are borrowed specifically for the purpose of obtaining
acquiring a qualifying asset.
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Note 3. Summary of Significant Accounting Polices (continued)

Borrowing costs {continued)

Where this occurs, the actual borrowing costs incurred tess any investment income on the femporary
investment of those borrowings are capitalised. The commencement date for capitalisation is when the
Group (i) incurs expenditures for the qualifying asset; (i) it incurs borrowing costs; and (i) it
-undertakes activities that are necessary to prepare the asset for its intended use.or sale: Capltahsatmn
‘ceases upon completion of all the activities: necessary for preparing the quahfymg asset for its intended
use or sale.

Provisions for liabilities and charges
Provisions for liabilities ‘and charges are nen-financial liabilities of uncertain timing and amount.
They are recognised when the Group has a present legal or constructive obligation as a resutt of past

events, it is probable that an outflow of resources will be required to settle the obligation, and a
rellable estimate of the amount can be made.

Revenue recognition

Revenue is recognised on the delivery of electricity, capacity and heat. Revenues from sales of
non-utility goods are recognised at the point-of transfer of risks-and rewards of ownership of the goods.

Correspondingly, when in accordance with the utilities market regulation in the Russian Federation,
utilities companies are required to conclude transactions for the sale and repurchase of electricity (for
bilateral contracts concluded or for electricity consumed in the producnon process) or when these
transactions. are performed for the purpose of the price risk hedging, these transactions are recorded
on a net basis. Capacity sales are recognised when the capacity obligations have been fulfilted.

Revenues from' sales of services are recognised in the accounting period in which the services are
rendered, by reference to stage of completion of the specific transaction assessed on the basis of the
actual service provided as a proportion .of the total services to be provided. Revenue amounts are
presented net of YAT. Revenues are measured at the fair value of the consideration: received or

receivable.

Mutual canceifations.

A portion of sales and purchases are settied by mutuat cancellations or non-cash settlements. These

transactions are.generally in the form of cancellation of mutual balances,

‘Sales and purchases that are expectéd to be settled by mutual settlements or non-cash settlements are
réecognised based on management’s estimate of the fair value to be recgéived or given up in non-cash
settlements.

Non-cash transactions have been excluded from the Consolidated Statement of Cash Flow. [hvesting
and financing activities and the total of operating activities represent actual cash flows.

Pension and post-employment benefits

In the normal course of business the Group contributes to. the Russian Federation defined contribution
stater pension scheme defined by the Russian Federation on behalf of -its. employees.

Mandatory contributions (soc1al insurance contributions) to the governmental pension scheme are
expensed when incurred.

The Group also operates defined benefit plans. For some of these plans the Group. has a contract with a
non-governmental pension fund; whilst ‘the other plans are operated by the Group without engaging
pension funds.

‘Cash paid by the Group to the solidarity account with the non- governmental pension fund is refundable
to the Group until it is allocated to individual pensioners’ bank accounts, and, on that basis, is
accounted for by the Group as an asset (accounts receivable from the pehsion fund)
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Note 3. Summary of Significant Accounting Polices (continued)

Defined benefit plans determine the amount of pension benefit that an employee will receive on
retirement, usually dependent on one or more factors such as age, years of service and cempensation.
The habihty recognised in the consolidated statement of financial position in respect of defined benefit,
pension plans operated by the Group is the present value of the defined benefit obligation at the
reporting date. All defined. benefit plans aré considered to be fully unfunded. The defined benefit
obligations are calculated using the projected unit credit method.

The present value of the defined benefit obligations is determined by discountmg the estimated future
cash outflows using interest rates of government bonds that are:denominated in the currency in which
the benefits associated with the operations of the plan will be paid, and that have terms to maturity
approximating the terms of the related post employment benefits,

Remeasurement of defined behefit liability is the actuarial gains and losses arising from experience
adjustments and changes in actuarial assumptions. and recognised in other comprehensive income at a

fime..

The cost of services. of past periods is a change in the. present value of defined benefit obligation as a
result of adjustments of plan that recognises in the period of changes in plan’s conditions.

Employee benefits

Wages, salaries, contributions to the Russian Federation state pension and social insurance funds, paid
annual feave and sick leave, bonuses, and non-monetary benefits (such as health services and
kmdergarten services) are accrued in the yeéar in which the associated services are rendered by the

employees of the Group.
Environmental liabilities

Liabilities- for environmental remediation are recorded where there is a present obligation, the
payment is probable and reliable estimates can be made,

Earnings.per share

Earnings per share are determined by dividing the profit attributable to the Company’s ordinary
shareholders of the Company by the weighted average number of ordinary shares outstanding during.
the reporting period.

Offsetting.

Financial assets and liahilities are offset and the net amount reported in the consolidated statement of
financial position only when there is a legally enforceable right to offset the recognised amounts, and
there is an intention to. either settle on a net basis, or to realise the asset and settle the liability

simultaneously,
-Segment reporting
Segments-are reported in a manner consistent with.the internal reporting provided to the Group’s chief

‘operating decision maker. Segments whose revenue, result or assets are ten percent or more of all the.

segments are reported separately. Operating segments are defined as types of operations that
generate revenue and incur expenses that are covered by separate financial information regularly

submitted to the decision-making body which is represented by the Company’s Management Board. The'

primary activity of the Groupis production of electric and heat power and capacity.

The Group generates its revenues from the generation of electricity, capacity and heat in the
Russian Federation, so the Group holds assets in the same geographical area, i.e, the
Russian Federation. The technology of electrl(:lty, capacity and heat production does not allow for the
segregation of the electricity, capacity and heat segments.
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Note 4.  Critical Accounting Estimates and Judgments in Applying Accounting Policies

The Group makes estimates and assumptions.that affect the reported amounts.of assets and liabilities
and carrying amounts of assets and liabilities within the next financial year: Fstimates and judgments
-are contmually evaluated and. are based on management's experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances.

Managerent also makes certain judgments, apart from those involving estimations, in the process of
applying the accounting policies. Judgments that have the most significant. effect on the amounts,
recognised in the consolidated financial statements, and estimates that can cause a SIgmflcant
adjustment to the carrying amount of assets and liabilities within the next financial year, include:

Provision for impairment of property, plant and equ:pment

At each reporting date the carrying amounts of the Group's property, plant and equipment. and asséets.
under canstruction are reviewed to determine whether there is any indication of impairment. If any
such indication.exists, then the assets’ recoverable amount is estimated.

The recoverable amount of property, plant and equipment and assets under construction is the higher
of an asset’s fair value less costs to sell and its value in use. When such recoverable amount has
declined below the carrying value, the carrying amount is reduced to the recoverable amount, The
amount of the reduction is recorded in the Consolidated Statement of Profit or Loss and Other
Comprehensive Income in the period in which the.reduction is identified. If conditions change and
management determines that the value of property, plant and equipment and assets under
canstruction has increased, the impairment provision will be fully-or partially reversed.

Useful lives of property; plant and equipment

The. estimation of the useful life based on an item of property, plant and equipment is a matter of
management’s judgment based upon experience with similar assets. In-deterrmining the useful life of an
asset; management considers the expected usage, estimated techmcal obsolescence; physical wear and
‘tear and the:physical environment in which the asset is operated. Changes in any of these conditions or
estimates may result in adjustments for futtire depreciation rates.

Recoverabi'l'ity of accounts receivable

Provision for impairment of accounts receivable is based on the Group’s assessment of whether the:
collectability of specific customer accounts deteriorated compared to previous- penod estimates, If
there has been a deterioration in a major customer’s creditworthiness or actual defaults are higher
‘than the estimates, the actual resuits could differ from these estimates.

Deferred income tax asset recognition

The recognised deferred tax asset represents income taxes recoverable through future deductions from
taxable profits and is recorded in thé consolidated statement of finantial position. Deferred income tax
assets are recorded to the extent that realisation of the related tax benefit is probable.
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PJSC TERRITORIAL GENERATING COMPANY Net AND ITS SUBSIDIARIES
NGTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016

{in thousands of Russian Roubles)

Note 5.  Adoption of New or Revised Standards and Interpretations

Certain new standards and interpretations became effective for the Group for the annual periods
beginning on or after 1 January 2016 or later. The following standards wére adopted in Russia:

IFRS 14, Regulatory deferral accounts (issued in January 2014 and effective for annuai periods

beginning on or after 1 January 2016).

IFRS. 14 permits first-time adopters. to continue to recognise amounts related to rate regulation in
accordance with their previous GAAP requirements when they adopt IFRS, However, to -enhance
comparability with entities that already apply IFRS and do not recagnise such amounts, the standard
requires that the effect of rate regulation must be presented separately from other items. An entity

that alréady presents IFRS financial statements is hot eligible to apply the standard,

Accounting for Acquisitions of Interests: in Joint Operations - Amendments to IFRS 11 (issued on 6
May 2014 and effective for the periods begmnmg on or dfter 1 January -2016).

This amendment adds new guidance on how to account for the acquisition: of an interest in a joint
operation that constitutes a business. The Group is currently assessing the impact of the amendments
on its financiat statements.

Clarification of Acceptable Methods of Depreciation and Amortisation - Amendments to IAS 16
and JAS 38 f{issued on 12 May 2014 and effective for the permds beginning on or after
T January 2016).

In this amendment, the [ASB has clarified that the use of revenue-based methods to calculate the
depreciation.of an asset is not appropriate because revenue generated by an activity that includes the
use of an asset generally reflects factors other than the consumption of the economic benefits
embodied in the asset. The amendment is not expected to have any impact on the Group’s financial
staternents.

Equity Method in Separate Financial Statements - Amendments to IAS 27 (issued on
12 August 2014 and effective for annugl periods beginning 1 Janiary 2016).

The amendments will allow entities to use the equity method to account for investments in
subsidiaries, joint ventures- and associates in their separate financial statements, The Group is
currently assessing the impact of the amendments on its separate finahcial statements.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture -
Amendments to JFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual periods
beginning on or after 1 January 2016).

These amendments address an inconsistency between the requirements in IFRS 10 and those-in 1AS 28
in dealing with the sale or contribution of assets between an investor and its associate or joint venture,

The main consequence of the amendments is that a full gain or loss is recognised when a transact1on
involves a business. A partial gain of loss is recognised when. a transaction involves assets that do not
constitute.a business, even if these assets are held by a subsidiary. The Group is currently assessing the-
impact of the amendments on its financial statements.

Annual Improvements to IFRSs 2012-2014 (issued on 25 September 2014 and effective for annual
periods beginning on or after 1 January 2016).

The amendments impact 4 standards. {FRS 5 was amended to clarify that change in the manner of
disposal {reclassification from "held for sale" to-held for distribution" or vice versa) does ot constitute:
a changde to a plan of sale or distribution, and do&s not have to be accounted for as such,
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PJSC TERRITORIAL GENERATING COMPANY Mot AND ITS SUBSIDIARIES _ _
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016-
{in thousands of Russian Roubles)

Note 5.  Adoption of New or Revised Standards and Interpretations (continued)

Anriual Improvements to IFRSs 2012-2014 (issued on 25 September 2014 and effective for annual
periods beginning on or after T January 2016) {continued). ' -

The amendment to IFRS 7 adds guidance to help management determine whether the terms of an
arrangement to service a financial asset which has been transferred constitute continuing involvement,

for the purposes of disclosures requared by IFRS 7. The amendment also clarifies that the offsettlng
disclosures of IFRS 7 are not specifically required for all interim periods, unless required by IAS 34. The
amendment to IAS 19 clarifies that.for post-employment benefit obligations, the decisions regarding
discount rate, existence of deep market in high-quality corporate bonds, or which government bonds to
use as a basis, should be based on the currency that the liabilities are denorminated in, and not the
country where they arise. IAS 34 will require a cross reférence from the interim financial statements to;
the location of "information disclosed elsewhere-in the interim financial report”. The Group is currently
assessing the impact of the amendments on its finaricial statements.

Disclosure Initiative Amendments to IAS 1 (issued in December 2014 and effective for annual
periods on or after 1 January.2016).

The ‘Standard was amended to clarify the concept of materiality and explains that an entity need not
provide a specific disclosure required by an IFRS if the information resulting from.that disctosure is not
material, even if the IFRS contains a list of specific requirements or describes them. as minimum
requirements. The Standard also provides new guidance on subtotals in financial statements, in
particular, such subtotals. {(a) should be comprised of line iterns made up of amounts recognised and
measured. in accordance with IFRS; {b) be presented and labelled in a manner that makes the line
items that constitute the subtotal clear and understandable; (c} be consistent from period to period;
and (d) not be displayed with more prominence than the subtotals and totals required by IFRS
standards.

IFRS 15, Revenue from Contracts with Customers (issued on 28 May 2014 and -effective for
the penods beginriing on or after 1 January 2017).

The new standard. introduces the core principte that revenue mus_t. be recognised when the.goods or
services are transferred to the customer, at the transaction price. Any bundled goods or services that
are distinct must be separately recognised, and any discounts or -rebates on the contract price must
generally be allocated to the separate elements When the consideration varies for any reasan,
minimum amounts must be recogmsed if they are not.at significant risk of reversal. Costs incurred to
secure contracts with clistomers have to be capltallsed and amortised over the period when the
benefits of the contract are consumed. The Group is currently assessing the impact of the new
standard on its financial statements.

IFRS. 9 “Financial Instruments: Classification and Measurement” (amended in July 2014 and
effective for annual periods beginning on or after 1 January 2018). Key features of the new.
standard are:

+ Financial assets are required to be classified into three measurement categories: those. to be
measured subsequently at amortised cost, those to be measured subsequently at fair value
through other comprehenswe income (FVOC[) and those to be measured subsequentty at fair
value through profit or loss (FVPL). '

e Classification for debt instruments is driven by the entity’s business model for managing the
financial assets and whether the contractual cash flows represent solely payments of principal
.and interest (SPP1). If a debt instrument is held to collect, it may be carried at amortised cost
if it also meets the SPP] requirement.,

« Debt instruments that meet the SPPI requirement that are held in a portfolio where an entity
both holds to collect assets’ cash flows and sells assets may be classified as FYOCI. Financial
assets that do not contain cash flows that are SPPI must be measured at FVPL (for example,
derivatives), Embedded derivatives are no longer separated from financial assets but will be
included in assessing the SPPI condition.

e Investments in equity instruments are always measured at fair value. However, management
‘can make an irrevocable election to present changes in fair value in other co'mprehenswe
income, provided the instrument is not held for trading. If the equity instrument is held for
trading, changes in fair value are presented in profit or loss.
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PJSC TERRITORIAL GENERATING COMPANY N:i AND ITS SUBSIDIARIES
NOTES TO THE CO_NSO_LIQATE_D FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
{in thousands of Russian Roubles)

Note 5. Adopti'on of New or Revised Standards and Interpretations (continued)

IFRS 9 “Financial Instruments: Classification and Measurement” (amended in July 2014 and
effective for annual periods beginning on or after 1 January 2018) (continued)

s Most of the requirements in IAS 39 for classification and measurement of financial liabilities
were carried forward unchanged to IFRS 9. The key change is that an entity will be required to
present the effects of changes in own credit risk of financial liabilities designated at fair value
through profit or loss in other comprehensive income:

» IFRS 9-introduces a new model for the recognition of impairment losses - the expected credit
losses (ECL) model. There is a ‘three stage” approach which is based on the change in credit
quality-of financial assets since initial recognition..

¢ In practice, the new rules mean that entities will have to record an immediate loss equal to
the 12-month ECL on ‘initial recognition of financial assets that are not credit impaired (or
lifetime ECL for trade receivables). Where there has been a significant increase in credit risk,
impairment is measured using lifetime ECL rather than 12-month ECL. The model includes
‘operational simplifications for lease and trade receivables:

= Hedge accounting requirements were -amended to align accounting more closely with risk
management. The standard provides entities with an accounting policy choice between
applying the hedge accounting requirements of IFRS 9 and continuing to apply IAS 39 to all
hedges because the standard currently does not address. accounting for macro hedging.

The Group is currently assessing the impact of the new standard on its financial statements.

Unless otherwise described ahove, the new standards and interpretations are not expected to
affect significantly the Group’s financial statements.

21



it

8L80P6 TEL  VIE688 0L 998 PPE LT LBEVZZEL  99L 90647  0F) 8ED €€ WL T6G £ 0FS-¥¥6 81 9107 taqlusidas Qf Je se anjea sooq jaN
G9L.EEOTEL  GBY LOR L)L L6RRLI6)  BBR L96 TV . LT6OVS VL PR LIS IE  6BLGIL Y LOT LST LL 6107 12qwadaq LE 1. Se-aNjeA )ooq 19N
{lesseg6s) (€90 £81) (peo8/Ev1). (6€8 89 v) (18T Tk 7Z) (09t s¥ior) (09T.9ZZ8) {rL0 T9€ 6} 9107 Jaquaidas o 1e se.aduejeg
€6 ¥90-1. el CEQ FLL S60 ) €9€ b6L €99 G/ - 6€1 89 s1esodsiq
(Tzr sHT 6} - (69 19 1} [s8z98¥)  (16z €011} (86 LLE L) (z80-06L) {159 19%) agIeyd
(zsy 669 54) (11T ¥8l) (zeg 15871} (9rL 966 €)  (£6££9177) (SLZo6kF 61)  (E£1L 950 9) (z95 896 3) 5107 Jequiadag L£ e se aduejeg
. (Juawlireduw
Bulpnjaut) uoljeiaaldap pajeinwnoioy
6FL9LLTVT  LEPTLOLL  OZ6TILSE  OLL €69 Lk PO GLEOS  OPS €81 €6 100 618 61 v25 90% 82 9107 Jaquiaydag pg 3@ se aduejeg
(668 €57 1} (/8% 051} (8Zb-L11) {z£9 97} {£9€ ¥64) (790 94) - (2£8 89) sjesodsiq
- (688 108ZL)  ¥PSPELE ¥Sl 664 CIF 95T L9V 268 | 6£9 £ 090661 T si3jsued],
166 179 L) 6E0°9 LL0 69 414 599717 9L - 865 SUOBPPY
£19889 /07 9696864l  £€8/9£07f PE9E969L  OTEFOL9Y 650 L96 1§ 29 L1861 €97 617 92 5107 Jaquadaq Lg e se aduejeg
‘1e3ad . ‘ssausolrd ut 8410 Juawdinba sHJoMIal wawdinba sdupjing mmc.ﬁ__.:a 350D

UGLIDnIISUOY uo[ssiuisuel}  Supeay Bulyelausn JeatuyasiolpAy  -UOLINROId

fpLal3 .

1SM0])0} Se aJam Juswdinbs pue eyd ‘Ayledoad jo Junowre SUIAILIED 311 U] SIUDILIDACK

wswdinby pue jueld ‘Aliadoud

9 2JON

{sajqnoy upissny Jo spupsnoty uj)

9107 Y18W3.Ld3S:0E QAN SHLNOW ININ Od SINIWALVLS TYIDNYNIZ GILVAIIOSNOD 3HL 0L SALON
SAWVIQISTNS SLI ANV L3N ANVAWOD DNILYHINID TYIH0LMYAL J51d



£

S107 laquisidsag of 12 se.anjeA yoog: jaN

659 '88E 62} GELGLGLE  ZTGL L9811 619605 Z1 630 81467 IP9E6PZE  9I8 8LV S 8L OL)L 91
€96 9/F 821 £6SEV6TL  BET 196 81 véL P9 L GTLITB 9T 9DOSISEE 9ZOEIT L LBL OLE 9} {uoneayisse)|dai Jo 139348 Sulpnpul)
10T Jaqianaq: LE 3\ se anjeA Jooq 1aN
{bs9 zoz 52) (11T ¥8L) (699808 Z1) (pPZz Z90 %) {0sZ 78S 07) (£GF £91-.61) (868T968) (686 858 6) 6107 tequiaidag Qg Je se asuejeg
{Z16 9¢v) (8%t 1) (Loy +9) (161 7} {z6l £0€) {sgg z}} - (z60 8%) ~ Paswu300al ss0) uatuleduy
6LL EPT - LEL TP PP T L6 1Z €ir Iy 16¢ EPS ThL 3]s J0J PISY 519S5R-JUSLIND-UOU 0 LOLIRILISSE)IRY.
8YE 8K - UL Th L1581 GL6 6L 8LL 89 - . 959 s1esodsig
{7ee 662 6) - _ (F9L 654 1) (€08 95} {09618 1) (b8Z 2891) (061 §Z1). (ig6 8¢p) aBreyd
(128 £56.69) (£90 £81) (erzozv 1)) (Leo6z9€)  (pO989Z61) {(z/816571) (61088c%) (500 1Lp 6) ¥LOZ Jaquianaq L 32 se acuejeq
- . {zy0.61) {Lev z8) wooor . (Lo9 €} {719 gg) Sh9.0L SUGLIEJLISSRIIT JO 193))3
(£78 £56 69} (£90°£81) (1L LoF 11} (029 966 £) {cv9 89£6L) (LiZvec/si) (zobzees) (069 18k 6) ¥1LOZ Jaquiadag Lg Je se aouejeg
{3uawnedwt
Suipnjour) uonepaidap pajgjnWNISY:
60 L6S $0T 9VE 669°LL TR GLI0E  £¥8.296 9] 6E€00E9Y 001 /5915  ¥89 WL GL 9/} 6b6 5T 6107 Jaquiaidag pg je se asuejeg
(940 0£7) - (€26 &) {Gk1 57) (st 67) (££T £¥) {regd (29€ 721} 185 4o} Play 539551 JUSLIND-LOU 0] UOJIBILISSeIaYy
(08 10E) (086 67) (€10 66} {915 7) (5z£ 08) (161 89) - (642 9L) syesodsia
- {szz184.1)  6EL8LE 659 97¢ 665 ¥E 70£ €49 066 06 9£6 90¢ Slajsueif
664 82/ 9 568 €85 9 ££185 - 61).¥3T BPET - 00Z- ) - suonppy
D6E ¥EF 861 959 9TL €L LGHLB8EOE  SYRELT 9L 6TE 609  8L8TTL IS  GHOLEO Gl 981 L8/ ST 107 Jaquiazag Lt e se adueeg.
. - (216.6p) 957 06 (¥S0. 19L) MR T BFl G (6081} ~'sU0eIlISSeIR) O 103))3
06£ PEF 861 969 971 £ £9€ £EP OF 680°£8} 91 €BEZGZ 9V LO0 Q0L LS  L6BGSGE) 666 28/ &2 F1LOZ Jaquiasaq L€ 3e-se souejeg
JejoL ss21801d uy Ayl uswdinha S}IoMISU uawdinba sBUIp) tnq. ssuIplng 1507

UOLI3NA3SU0TY) uolssiusur] “Bunyeap sueIBUan [eaiuyIsjolpAK Uc1jonpold

finoe3

(panuiuod) juswdinb3 pue juelq ‘Asdoid 9 830N

{sajqnoy ubissny fo spupsnoyi-ul)

91.0Z ¥IGW3Ld3S OE QIAN3 SHLNOW JININ 04 SENIWILVLS TVIDNVNIL d3LvaITOSNOD 3HL OL S3ILON
SAUVIAISANS SLI ANY 13N ANYAWOD DNILVYINID TVIHOLRYIL DSrd



PJSC TERRITORIAL GENERATING COMPANY Na1 AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
{in thousands of Russian Roubles)

Note 6. Property, Plant and Equipment (continued)

Construction-in progress represents the carrying amount of property, plant and equipment that has not
yet been made available for use in production, including generating stations under construction.

Other property, plant and equipment include electricity transmission equipment, motor vehicles,
computer equipment;, office fixtures and other eqtfipment,

As. at 30 September 2016 the. advances given to contractors, which amounted fo
RUB 840 460 thousand, net of VAT (as at 31 December 2015: RUB 371 419 thousand), are recognised
within the construction in’ progress: balance The respective input VAT is recognised within accounts
receivable and prepayments (Note 12).

As at 30 September 2016 and as at 31 December 2015 the Group had no property, plant and equipment
pledged as collateral according to loan agreements.

The total amount of capitalised interests that were calculated using 10.3% capitalization rate for nine:
months ended 30 September 2016 is RUB 465 796 thousand (10.3% capitalization rate for nine months

ended 30 September 2015: RUB 397 387 thousand). The. payment of capitalised intetests is recorded in
Consolidated Statement of Cash Flow in respect of operating activities.

Other property, plant and equipment include assets held under finance leases with a carrying value of
RUB.32 805 thousand (as at 31 December 2015: RUB 44 134 thousand).

Note 7.  Investments in Associates

LLC «TGC Services and «JSC Hibinskaya Heating Company~» are the associates for the Group, LLC «TGC
Service» specializes in repairing of the capital and service equipment of the power enterprises and also
pravides maintenance, support; diagnostics and technical reequipment of power industry objects. JSC
Hibinskaya Heating Company» specializes in production, transportation and sales of heat energy.

information about Group’s investments in associates is. presented below:

30 September 31 December

2016 2015

Iivestments in LLC TGC Setvice 21 504 20812

Investments.in JSC HHC 341,514 374 732
Total investments 363 018 395 544

As at 30 September 2016 and 31 December 2015 the ownership interest in JSC HHC was 50%.
Management of the Group believes that there is a significant influence over JSC HHC as taking into
account its current Board of Directors.composition there is no joint control over the entity. Therefore,
the investment in JSC HHC was accounted as-investment in associate

Note 8.  Other Non-Current Assets

30 September 31 Décember

2016 2015

VAT in advances urider capital construction 105 732 -
Long-term receivables (non-interest hearing) 283 452 454 274
Loa issued . 813 388 818 799
Total other non-current assets 1202 572 1273073
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PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016

{in thausands of Russian Roubles}

Note 9.  Cash and Cash Equivalents
30 September 31 December.
2016 2015
Cash.in bank and in hand in RUB 40676 1 184 089
Foreign currency accounts in EUR 798 022 477 062
Deposit in RUB - 40,000
838 698

Total cash and cash equtivalents

1701151

Note 10. Short-term Investments
30 September 31 December
2016 2015
Investments in Dubrovskaya LLC E 12,000
Loan issued 30 073 30 073.
Total short-term investments 30073 42073

Note 11, Non-current Assets Held for Sale

As at 30 September 2016 the property, plant and equipment with a total net book value amounting to
RUB ‘85 983 thousand were classified as assets held for sale (31 December 2015: RUB 215 846 thousand),
Movements of non-current assets held for:sate for current and prior periods were as. follows:

30 September Classification 31t December
2016 Sale as assets held for sale 2015

85 983 129863 215 846
30 September Classification 31 December
2015 Sale as assets held for sale 2014
112 940 668 26 957 86 651

Note 12. Trade and other receivables

30 September
2016

31 December 2015

Trade receivables, net of provision for impairment of RUB 5 191 656

{31 December 2015: RUB 5.247 430 thousand) 13.569 869 14 110 257
Other receivables, net of provision for impairment of RUB-60 282

(31 December 2015: RUB 73 940.thousand) 630 6 431 305
‘Total financial receivables 14 200 560 14 541562
VAT receivables 139612 140 006
Advances to suppliers 1307 106 337 833
Other taxes receivable 6835 6 457
Total trade and other receivabies 15 654 113 15 025 863

Note 13. Inventories
30 September 31 December
2016 2015
Fuel 1 968 003 1974 000
Spare parts 284936 161 458
Raw materials and other supplies. 590 441 501 536
Total inventories. 2 843 380 7 636 994
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PJSC TERRITORIAL GENERATING COMPANY Ne1 AND'ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2016
{in thousands of Russian Roubles}

Note 14. Share capital

Share capital

The Group's share capital as at 30 September 2016 and as at 31 December 2015 was
'RUB.38 543:414 thousand comprising' 3 854 341 416 571 ordinary shares ‘with a par value of RUB 0.01.
All shares.authorised are issued and fully paid.

Share premium
Share premium represents the excess of contributions received over the nominal value of shares issued.

Merger reserve

As at 30 September 2016 and as at 31 December 2015 the merger reserve amounted to
RUB-6 086 949 thousand.

Dividends

All dividends are declared and paid in Russian Roubles. In accordance with Russian legislation, the
Group distributes profits as dividends or transfers them to reserves (fund accounts) on- the basis .of
financial statements. prepared under Russian Accountmg Rules. The Company's statutory accounting
reports form the basis for profit distribution and other apprepriations. Russian legislation identifies net
profit as the basis for distribution.

Note 15. Long-term Borrowings

30 September 2016- 31 December 2015

Bank borrowings and bonds issued 12 441 373 16 807 500

Total IOng_l,'-t_erm.barrowings 12 441 373 16 807 500
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PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER 2014
(in thousands. of Russian Roubles)

Note 15. Long-term Borrowings (continued)

_Contractual 30 September _

Currency interest rate Maturity 2016 31 December 2015
Long-term bonds (03) RUB. 14.4% 2021 2 079 700 2 006 360
Long-term bonds (04) RUB’ 14.4% 2022 2 030 780 2 091 180
Gazprom: RUB.- 8% 2016 10 000 000 10 000.000
Bank: Rossiya 11.4-12.5% 2019 1 800 000 5 BOD 00O
Sberbank RF RUB 11,4%. 2016 - 310636
NORDIC Investment: Bank: EUR EURIBOR + 3% 2019 1161 148 1 480980
ROSBANK 11.5% 2017 999 690 1000 821

MosPrime. 1M _
ROSBANK RUB +1.5% 2017 226115 503 685
V1B RUB’ 11.05-14.45% 2016-2018 3483 3036725
VBRR RUB 10.15-12.5% 2019 900 000
Bank FK Otkrytie RUB 12.4-12.55% 2017 - 1292979
Gazprombank. RUB. 10.1-12.3% 2018 6 585 431 -
24 886 347 28 423 366
Less: cuirrent portion
Long-term bonds {03) RUB 14.4% 2021 (79 700 (6 360)
Long-term bonds (04) RUB 14. 4% 2022 {30 780) (91 180)
Gazprom RUB 8% 2016 (10.000 000) {10 000 000}
Sherbank RF RUB 11.4% 2016 . (310 636)
ROSBANK RUB 11.5% 2017 (954.190) (59 821)
o MosPrirmie 1M _ '

ROSBANK RUB +1.5% 2017 (226:115) (685)
VTB RUB 11.05-14.45% 2016-2018. (3 483) (209 602)
NORDIC Investment Bank EUR EURIBOR + 3% 2019 (343 275) (377 480)
Bank FK Otkrytie RUB 12.4-12,55% 2017 ' - {560 102)
Bank Rossiya RUB 11.4-12.5% 2019 (800000} -
Gazprombank . RUB 10,1-12.3% 2018 {7 431) -
Total long-term bank
borrowings-and bonds
issued 12 441 373 16 807 500

Compliance with covenants

Under-long-term borrowings facility agreements, th_‘e__Group is required to comply with certain financial
and non-financial covenants. The most significant and most-important of these being:

~ 'to maintain particular ratios, i.e. the EBITDA to Finance Charges, the total debt to equity and
the Current Ratio;

- to maintain certain liquidity and debt-to-assets ratio.

If any of these covenants are breached, the repayment can be altered by the respective lender, up to
immediate repayment.
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PJSC TERRITORIAL GENERATING COMPANY Ne1 AND ITS SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE-MONTHS ENDED 30 SEPTEMBER 2016

{in thousands of Russian Roubles)

Note 16. Other Non-Current Liabilities

30 September

31 December

2016 2015
Long-term accounts:payable 128 443 185 623
Total other non-current liabilities 128 443 185 623

Other non-current liabilities are mainly presented by payables for installation of heating meters, paid

by equal interests during four years.

Note 17. Short-Term Borrowings

30 September

31 December

2016 2015
Bank borrowings.and bonds issued 12 886.335 13 030 655
12 886 335 13 030 655

Total short-term borrowings

Contractual 30 September 31 Deceimber
Name of lender Currency interest rate 2016 2015
Gazprombank RUB 12.3-13,1% 439360 1133 899
VTB. RUB. 12% 2.001 280 890
Current portion of long-term
borrowings:
Long-term bonds (03) RUB 14.4% 79 700 6 360
Long-term bonds (04) RUB 14.,4% 30 780 91 180
Gazprom RUB 8% 10.000 000 10 000000
Sherbank RF RUB 11.4% - 310636
ROSBANK RUB 11.5% 954 190 59 821
ROSBANK RUB MosPrime 1M +1.5% 226 115 685
NORDIC investment Bank EUR EURIBOR+3% 343 275 377 480
VTB RUB 11.05-14.45% 3483 209 602
Bank FK. Otkrytie RUB 12.4-12.55% - 560 102
Bank Rossiya RUB 11.9-13,25% 800 000 -
Gazprombank RUB 10.1-12.3% 7 431
Total bank borrowings and _ o
bonds issued 12 886 335 13 030 855
Note 18. Trade and other payables

30 September 31 December
2016 2015

Trade accounts payable 2 620 690 2562 375
JAccounts payable for capital construction 2004 255 2178 181
-Accrued liabilities and-other payables 1362 697 222 384
Total financial payables 5 987 642 4962 940
Advances from customners 1176 590 1010 445
Current employee henefits 395 717 465142
Total trade and other payables 7 559949 6 438 527
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PJ5SC TERRITORIAL GENERATING COMPANY Nei AND ITS SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR NINE MONTHS ENDED 30 SEPTEMBER. 2016

{in thousands of Russian Roubles)

Note 19, Other Taxes Payable
30 September

31 Decembe‘r

2016 2015
VAT payable 355434 615 557
Property tax. 276 493 220549
Employee taxes 175 438 186 698
Personal Income Tax 51613 57 511
Water usage tax. : 2
‘Othér taxes 9793 5 956
Total taxes payable 868 775 1086273

As at 30 September 2016 and as at 31 December 2015 the Group had no past due tax liabilities.

Note 20. Other Sales

Nine months ended
30 September 2016

Nine months ended
30 September 2015

Connection of customers to heating network 509:282 176 301
Maintenance of electrical facilities 68 717 55 915
Water usage 24 188 21 863
Revenue from transit of rail cars 15 767 33 846
Handling of heating oil 12 356. 20 235
Installation of heating meters 9623 41255
Other 118 126 101 036
Total other sales 758 059 450 451

Note 21. Government Grants

In mne months 2016 Group received a grant from regional budget for the compensation of income in
relation to providing heating services. (sales to consumers of heat) per tariffs that don’t cover expenses
for a total amount of RUB 266 363 thousand (in nine months 2015 - RUB 566 532 thousand).

Note 22. Operating Expenses

Nine months ended
30 September 2016

Nine months ended
30 September 2015

Fuel 19 841 097 17839431
Employee benefits 5:504 378 5 437 730
Depreciation of property, plant and equipment. 5245422 5:299 382
Electricity, capacity.and heat purchases 4 260 608 4229337
Repairs and maintenance 2 389 903 2 }07 378
Water usage expenses 1 862 056 1753 893
Heat distribution 1402'637 1211319
Taxes other than income tax 1063 744 883 433
Fees of electricity market, operators. 608 107 636 724
Other materials 250 G62 512°340
Security expenses 398 233 355259
Operating leasé expenses 323 584 243 244
IT services 237 064 227 169
Insurance cost 211 498 217 181
Acceptance of payments 185.088 172.500
Telecommunication expenses 171 032 167 973
Consulting, legal and audit expenses 93.191 96 431
Amortisatioi of intansible assets 81 992 75248
Loss/{gain) on disposal of property; plant and equipment 36 993 (281 939}
Amortisation of investment property 9768 4532
Pravision/ (release) for impairment of accounts receivable 127 054 (531 329}
Other operating expenses 1038 904 971 397
Total operating expenses 45 638 915 41 733 633
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‘Note 23, Other Operating income

Nine months ended
30 September 2016

Nine months ended
30 September 2015

Fines-and penalties 167 796 210416
Gain on sale of other assets 3825 98 684
Operating lease income 142 333 127 744
Insurance ' 95 749 49 452
Other operating income (36 288) (6 747)
Total other operating income 373 415 479 549

Note 24. Finance Income and Finance Costs

‘Nine mionths ended
30 September 2016

Nine months ended
30 September 2015

Interest income 164 692 126 992
Exchange differences (net) 56 327 -
Effect of discounting of financial instruments 16 390 43 636
Finance income 237 409 170 628
Interest expense (1 665 519). (1857 737)
Exchange differences (net} - (165 364)
Effect of discounting of financial instruments {15 538) {1 543}
Finance costs {1 681 057) (2 024 644)

Note 25. Events after the Reporting Period

Borrowings

During the period between reporting date and signing ‘date, the Group.received short-term borromngs
of RUB 531 000 thousand, short term loan of RUB 10000 000 thousand and long-term borrowings of RUB’

5 495 503 thousand

During the period between reporting date and signing date, the Group repaid borrowings of
RUB 3407 201 thousand and loan of RUB 10000 000 thousand.

Grants

th Nevember 2016 the Group received a grant from the budget for the compensation of income in
relation o providing heating services per tariffs that don’t cover expenses for a total amount of RUB

3 529 thousand.
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