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PJSC Kubanenergo
Consolidated Interim Statement of Profit or Loss and Other Comprehensive Income
for three months ended 31 March 2017
(in lhousands of Russian roubLes, unless otherv,ise speci,fied)

Note

Revenue

Opelating expenses

Other operating income

Results from operating activities

Finance income

Finance costs

Net finance costs

Profit before income tax

lncome tax expense

(Loss)/profit for the period

Other comprehensive (loss)/income:

Ilems that will never be reclassi/ied to proJil or loss:

Remeasurements of defined benefit liabilitv

Related income tax

Other comprehensive (loss)/income the period, net of
income tax

Total comprehensive (loss)/income for the period

(Loss)/profi t attributa ble to :

Shareholders of the Company

Total com prehensive (loss)/income attributable to:

Shareholders of the Company

(Loss)/Earnings per share - basic and diluted (in
Russian Roubles)

These consolidated financial statements were
behalf by:

approved

General director
(by the power of attorney of 30 November 2016 No

Chief Accountant

The consolidated interim statemcnt of profit or loss and

with the notes to, and forming part, of the consolidated
)1

I June 2017 and were on lts

o.v. heredko

other comprehensive income is to be read in con on

6

1

8

Three months

ended 31 March 2017
(Unaudited)

10,1 15,861

(9,663,e1 8)

89,91 3

541,856

26;795

(s16,667)

(489.872)

51.984
/ r oo <ot\

(r47,608)

(7,2ts)

1,443

(5,772\

(153,380)

( 1 47,608)

( I s3.380)

(0,52)

months
31 March

2016

Unaudited)

10,496,892

(e,226,094)

14,284

1,285,082

49,927

(468,1s2)

418,225

866,857

(6'75,092)

191,765

1,069

(214)

85s

r92,620

191,765

t92,620

0,68

interim condensed financial statements set out pages 8 to



PJSC Kubanenergo
Consolidated Interim Statement of Financial Position
as at 31 March 2017
(in thousands oJ Russian roubles, unless othevise

Note
31 March 2017

(unaudited)

ASSETS

Non-current assets

Property, plant and equipment

Intangible assets

Investments and othef assets

Trade and other receivables

Def'erred tax assets

Total non-current assets

Current assets

Inventories

Trade and other receivables

Income tax receivable

Cash and cash equivalents

Total current assets

Assets classified as held for sale

TOTAL ASSETS

EQUITY AND LIABILITIES
Eq u ity

Share capital

Share issue reserve

Share premium

Capital reserves

Accumulated loss

Total equity attributable to owners ofthe
Company

Non-current Iiabilities

Loans and borrowings
Trade and other payables

Employee benefits

Government grants

Total non-current liabilities

Current liabilities
Loans and borrowings
Trade and other payables

Provisions

Govelnment grants

Current income tax liabililies

Total current liabilities
TOTAL TIABILITIES
TOTAL EQUITY AND LIABILITIES

l0 28,286,813

2,072,166

6,481,916
(231,11e)

(8,547,84s)

29,061,931

2r,66s,600
1,434,s92

591,387

47,955

23,739,534

9

12

48,6r2,r58
97,698

301,329

t3,544
1,777 ,041

50,801,770

1,544,696

6,374,4s8

53t,892
2,08Q,424

10,531,470

8,492

61,341,732

9,540,267

33,279,801

61,341,732

31 December

48,228,

r08,2

)qo

15,1

1.762.

1,408,3

6,749

366,
1 )54

28,286,81

2,072,1

6,48r,9
())5 \A

400,23

18,912,

1,428,1

575 Rl

5?5

80, r

8,469,0 r

) 4461

ll

l?

13 290,349

6,926,23s

2,309,982

12,642

1,059

4
formingThe consolidated interim statement of financial position is to be read in conjunction with the notes to, a

part of, the consolidated interim financial statements set out on pages 8 to 2 1.



PJSC Kubanenergo
Consolidated Interim Statement of Cash Flows for the three months ended 31 March2017
(in lhousands of Russian roubles, unless othenuise

Note

Three months ended

3l March 2017

(Unaudited)

CASH FLOWS FROM OPERATING
ACTIVITIES

(Loss)/profit for the period

Adjustments for;
Depreciation and amorlisation

Allowance for impairment of accounts receivable

Impairment loss on propefiy, plant and equipment

Allowance for obsolescence of inventories

Provision for legal processes

Finance costs

Finance income

Loss on disposal ofproperty, plant and equipment
and intangible assets
Loss on disposal of intangible assets

Income tax expense

Other non-cash transactions

Cash flows from operating activities before
changes in working capital and provisions 2,004,579

Change in trade and other accounts receivable

Changes in financial assets related to employee
benefits plan

Change in inventories

Change in trade and other accounts payable

Change in government grants

Change in employee benefit liabilities

Change in provisions

Cash flows from (used in) operations before
income taxes and interest paid

Income tax (paid)/retLrrn

I nterest paid (incl udin g cap ital ized interest)

Net cash flows used in operating activities

The consolidated interim statement of cash flows
the financial statements set out on pages 8 to 21

Three mont
31

(147,608)

770,609

228,359

(8e7)

488,614

516,667

(26,7es)

s,188

199,592

(29, r 50)

147,482

9,488

(134,64r)

(1,44s,203)

(3,174)

(3,632)

(624,e6t)

(50,062)

(377,576)

(3 r 0,354)

(737,992)

s ended

2016

udited

191,765

7l7,693

107,8 r0

2l

(3,3e5)

265,142

468,152

(4e,e27)

5,195

3,393

675,09s

(60,369)

f,/f,

3,49s)

38,707

101,1r8)

87,3 85 )

(3,329)

(31,930)

55,849)

756,116

78,060)

57,41t)

(19,295)

5
ng part of,is to be read in conjunction with the notes to, and form



PJSC Kubanenergo
Consof idated Interim Statement of Cash Flows for the three months ended 31 March 2017
(in thousands oJ Russian roubles, unLess oth'gntise speqified)

CASH FLOWS FROM INVESTING
ACTIVITIES
Acquisition of ploperly, plant and equi$ment and
intangible assets

Proceeds from disposal ofproperty, plaqrt and
r9u,P,,,v,,L

Dividends received

Interest received

Net cash flows used in investing activities (1,189,545)

CASH FLOWS FROM FINANCING
ACTIVITIES

( 1,196,861 )

209

7.107

Contributions from shareholders

Proceeds from loans and borrowings

Repayment of loans and borrowings

2

8,864,346

(6, r 1 0,485)

Net cash flows from financing activitips

Net decrease in cash and cash equivalents

Cash and cash equivalents at the begipning ofthe
reporting period

Cash and cash equivalents at the end pfthe
reporting period

2,753,863

826,326

1,254,098

2,080,424

The consolidated interim statement of cash flows is to be read in conjunction with the notes to, and form
the financial statements set out on pages 8 to 21.

,751

,623,762

6
part of,
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PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands of Russian roubles, tmless olhenuise

BACKGROUND

(a) The Group and its operations

In 1 993 the Krasnodar Production Association of Power and Electrification "Krasnodarenergo" was nized into
Kuban Power and Electrification Open Joint Stock Company (hereinafter refened to as OJSC "K
"the Company") in accordance with Decree No. 922 of the President of the Russian Federation

rgo" or

5 November 1992 "On Implementation in the E,lectric-Power Industry of Decree No. 922 of the Presi nt of the

Features of Transformation of Public Enterprises, Associations, Organizations of Fuel and Energy

Joint Stock Companies" dated l4 August 1992,with Decree No. 923 of the President of the Russian F

Organization of Management of the Electric-Power Complex of the Russian Federation under P

Conditions" dated 15 Aueust 1992. with Decree No. 1334 of the President of the Russian Fede

Russian Federation "On Parlicular Features of Transformation of Public Enterprises, Associations, Orga
Fuel and Energy Complex into Joint Stock Companies" dated 14 August 1992",

Due to amendments in Civil Code of Russian Federation, the new brand title of the company's organi
legal form was approved by the Annual General Meeting of Shareholders held on22 June 2015. Open

Company I(uban Power and Electrification (OJSC "Kubanenergo") was changed to Public Joint Stoc
Kuban Power and Electrification (PJSC "Kubanenergo"),

The Company's registered office is located aI 2A, Stavropolskaya Str., Krasnodar, Krasnodar Regi
350033.

The Company's principal activities are electricity transmission and technological connection services.

The Kubanenergo Group (hereinafter referred to as "the Group") comprises PJSC "I(uba
subsidiaries presented below:

Ownershi

Su bsidiaries
31 March 3l

2017

Pafiicular
plex into

ration "On
ivatization
tion dated

zations of

tional and
oint Stock
Company

Russia,

" and its

ber
2016

OJSC "Pansionat otdyha "Energetik"
OJSC "Enersoservis Kubani"

Principal activity
Recreation

Repair services
100
100

Accordins to the decision of the Arbitration Courl of Krasnodar resion dated 2 Seotember 2015 the insolvency
(bankruptcy) procedure of OJSC "Ozdorovitelniy kompleks "Plamya" was started. As a result, the C

control over the subsidiary and disclosed the disposal ofthe subsidiary in the consolidated financial st

the vear ended 3 I December 2015.

pany lost

(6) Group formation

nts for

introduce
the capital

through a reform designed t

which the companies can raise

On I July 2008 the Unified Energy System of Russia (hereinafter referred to as "RAO UES") ceased

separate legal entity and transferred shares of the Company to Open Joint Stock Company Interregional
Grid Companies Holding, a newly formed state-controlled entity, which was renamed to Joint S

ROSSETI in April2013,

Due to amendments in Civil Code of Russian Federation, the new brand title of the company's organi and

legal fonn was approved by the Annual General Meeting of Shareholders held on 30 June 2015, Open oint Stoclr
Company Rosseti (OJSC "Rosseti") was changed to Public Joint Stock Company ROSSETI (PJSC " sETI").
The new edition of Company's Charter with the changed company's name was registered on 17 July 201

As at 31 December 2016. the Government of the Russian Federation owned 88.15% of the votins ordi
and7.0l%o of preference shares of PJSC ROSSETI , which in its turn owned 92.24% of the Cornpany.

In the past few years the Russian electric utilities industry has gone
competition into the electricity sector and to create an environment in
required to maintain and expand current capacity.

As at 31 March 201l ,lhe Government of the Russian Federation owned 88.89% of the voting ordi
7.01oh of preference shares of PJSC ROSSETI , which in its turn owned 92.24% of the Company.

exist as a
istribution
Company

shares and



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands of Russian roubles, unless othenuise

(s) Relations with the state and current regulations

The Group's business is a natural monopoly which is under the influence of the Russian go

govemment of the Russian Federation directly affects the Group's operations also through state tariffs.

In accordance with legislation, the Group's tariffs are controlled by the Federal Service on Tariffs and Regional

Energy Commissions. The Federal Service on Tariffs and the Regional Energy Commissions was di missed on

2l July 2015, and its authorities have been transfened to Federal Antimonopoly Service,

Currently, the system of tariff setting of the Russian electric utilities industry is undergoing a reform
Regulatory Asset Based (RAB) tariffs setting system is being implemented in the Russian Fedet'ation.

(r) Russian business environment

and regulatory frameworks continue development, but are subject to varying interpretations and changes

which together with other legal and fiscal impediments contribute to the challenges faced by entities ing in the

Russian Federation. The consolidated interim condensed financial statements reflect management's ment of

The Group's operations are located in the Russian Federation. Consequently, the Group is exposed to

and financial markets of the Russian Federation which display characteristics of an emerging market.

the impact of the Russian business environment on the operations and the financial position of the Group
business environment may differ from management's assessment,

For the three months ended 3l March 2017 and in 2016, the Russian economy was negatively
significant drop in crude oil prices and a significant devaluation of the Russian Rouble, as well as sanct

on Russia by several countries. As of 31 March 2017 the key rate was9.l5%o. The combination of the a

in reduced access to capital, a higher cost ofcapital, increased inflation and unceftainty regarding
which could negatively affect the Group's future financial position, results of operations and busine
Management believes it is taking appropriate lreasures to supporl the sustainability of the Group's bus

current circumstances.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
recognised in the period in which the estimates are revised and in any future periods affected.

lnformation about assumptions and estimation uncertainties that have a significant risk of resulting i
adiustment within the next financial period is included in the Note 16 - commitments and contingencies.

economlc
legal, tax

The future

bya
s imposed

resulted
ic growth,
prospects.

in the

Financial

imates are

a matertal

BASIS OF PRESENTATION

(a) Statement of compliance

These interim condensed financial statements have been prepared in accordance with IAS 34 1

Reporting for the three month ended 3 1 March 20 1 7.

The interim condensed financial statements should be

ended 3 I December 2016 prepared in accordance with

(6) Basis of measurement

read in coniunction with the financial statements r the year

International Financial Reporling Standards ("1 ,,).

The consolidated interim condensed financial statements

property, plant and equipment at 1 January 20ll that
consolidated IFRS financial statements of OJSC ROSSETI
January 1,2011.

(e) Functional and presentation currency

are prepared on the historical cost basis except for
were measured at carrying amounts inc ed in the

as part of the Gtoup's first time adoption of FRSs as at

The national currency of the Russian Federation is the Russian Rouble ("RUB"), which is the Company' functional
curency and the currency in which these consolidated interim condensed financial statements are nred. All
financial information presented in RUB has been rounded to the nearest thousand, except when otherwi indicated.

(r) Use of estimates and judgments

The preparation of the consolidated interim condensed financial statements in confotmity with IF req uires

management to make judgments, estimates and assumptions that affect the application of accounting poli es and the

reported amounts of assets, liabilities, income and expenses. Actual results may differ from those esti



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands o/ Russian roubles, unless olhenuise

3 SINGNIFICANT ACCOUNTING POLICIES

Except for the adoption of the new standards and interpretations effective as at I January 2017, the
policies applied by the Company were consistent with those applied in the financial statements as at and

ended 3 I December 20 16.

(a) New Standards and Interpretations not yet adopted

A number of new Standards and amendments to Standards are not yet effective up to the date of i
financial statements, and have not been applied in preparing these financial statements:

o IFRS 9 Financial Instruments. IFRS 9 is effective for annual periods beginning on or after 01

with earlier application permitted,
ry 2018

o IFRS 15 Revenuefrom Contracts'tvith Customers and amendments to IFRS 15

Customers. IFRS 15 is effective for annual periods beginning on or after
application permitted.

Revenue.from C' 'rqcts wtth
I January 2018 ith earlier

o IFRS 76 Leases. IFRS I 6 is partly or fully retrospectively effective for annual periods beginning
January 2019, with earlier application permitted under the simultaneous application of IFRS 15.

The Company is currently assessingthe impact of these standards on the financial information. The
not intend to adopt the standards early,

o Amendments to IFRS l0 Consolidqted Finqnciql Statements and IAS 28 Investments in A
ofsale ofcontribution ofassets between an investor and its associate ofioint venture.

These amendments are not expected to have any impact or impact significantly on the Group
information.

(6) Impact of new standards, interpretations and amendments

The amendments to the standards specified below became effective on I Januarv 2017:

o Amendments to IAS J Statement
reconciliation between the opening

of Cash Flov,s. The amendment requires that entities shal
and closins balances for items of the statement cash

equlry.
o Amendments to IAS 72 Income Taxes. Recognition of Deferred Tqx Assets .for Unrealised L . This

counting
the year

nce of the

amendment clarifies the requirements to recognise a deferred tax assets arising ffom debt instru ts canied
at fair value.

Adoption of the amendments will not have a significant impact on the Group's financial position or its

DETERMINATION OF FAIR VALUES

of fair va
measurem

about the

or after I

pany does

in respect

financial

provide a

except for

for both
t and for

A number of the Group's accounting policies and disclosures require the determination
financial and non-financial assets and liabilities. Fair values have been determined for
disclosure purposes based on the following methods. When applicable, fufiher information
made in determining fair values is disclosed in the notes specific to that asset or liability.

umptlons

(a) Trade and other receiyables

The fair value of non-current tlade and other receivables. is estimated as the present value of future flows,
discounted at the market rate of interest at the reporting date, Management believes that the fair val
trade and other receivables approximates their carrying amount. This fair value is determined
purposes,

(6) Non-derivative financial liabilities

Fair value, which is determined for disclosure purposes, is calculated based on the present value of principaJ

of cunent
disclosure

the marketand interest cash flows, discounted at the marl<et rate of interest at the reporting date. For finance leases

rate of interest is determined by reference to similar lease aqreements,

10



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 3l March 2017 (unaudited)
(in thousands of Russian roubles, unless olhen,ise specified)

OPERATING SEGMENTS

The Group has one reportable segment, as described below, which is the Group's strategic busi unit. This
n separate

anaged in

strategic business unit offers electricity transmission services including technological connection services

ir and

ts ln

Segment reports are based on the information repofted in statutory accounts, which differ significantl from the
consolidated interim condensed financial statements prepared under IFRS. Reconciliation of items ured as

geographical regions of the Russian Federation (Klasnodar region and Republic of Adygeya) and is
common. The "other" segment includes insignificant operating segments such as rent services and

maintenance services, None of them meets any of the quantitative thlesholds for determining reportable
the first three months of 2017 or 2016.

reported to the Management Board with similar items in these consolidated interim condensed financial
includes those reclassifications and adjustments that are necessary for financial statements to be p
accordance with IFRS.

Segment capital expenditures are the total costs incurred during the period to acquire propefty, plant and

Key segment items presented to and analysed by the Management Board are presented in the tables belo

0 Information about reportable segments

For the three months ended 31March2017::

1 5,1 33

( 1 3,91 8)

tatements
sented in

uipment,

Total

0,130,269

(14,407)

0,115,861

77,75

934,281

1,320,424

Total

0,496,892

279

0,497,171

311,604

36,998
(45 8,320)

684,917

912,764

2,056,001

Total
/5

,933,514

Total

,342,249

,943,287

Kubanenergo

10,1 15,135

(48e)

Other
Revenue from external customers

Inter-segment revenue

Total segment revenue

Segment operating profit / (loss)

Finance income

Finance costs

Segment profit/(loss) before income tax

Depreciation

EBITDA

For the three rnonths ended 3l March 2016:

Revenue from external customers

Inter-segment revenue

Total segment revenue

Segment operating profit / (loss)

Finance income

Finance costs

Segment profit/(loss) before income tax

Depreciation

EBITDA

As at 31 March 2017:

Segment assets

Including property, plant and equipment

As at 3 1 December 2016:

Segment assets

Including properQ, plant and equipment

10.r14.646 1,215

1,888

34

2,990

1,211

5,607

1,316,233 4,191

Kubanenergo
10,494,416

219

Other
2,476

10,494,695 2,476

378,250 (6,646)

36,998
(45 8,320)

693,223 (8,306)

911,632 1,132

Kubanenergo

(7,174)

Other
71,621

3I,339

2,063,175

68,265,054

54,902,17 5

Kubanenergo

67,288,201

55,910,737

Other
54,048

32,550

1,L



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in lhousands of Russian roubles, ttnless olhenv ise

(i0 Reconciliation of reportable segments proJit/(loss) before income lax

Reconciliation of repoftable segment profiV(loss) before income tax is presented below:

Three months
ended

31 March 2017
(Unaudited)

EBITDA of reportable segments

Less depreciation and amoftisation

Less interest expense

Total segment (loss)/profit before income tax

Adjustments for:
Capilalization
Revenue from electricity transmission
Depreciation and loss flom disposal ofproperly,
plant and equipment
Accrual ofprovision for unused vacations and
bonuses
Impairment of accounts receivable
Recognition of pension liabilities

Recognition of expenses

Other adjustments

Profit before income tax for the period per
Consolidated Interim Statements of Profit or
Loss and Other comprehensive Income

The Group performs its activities in the Russian Federation.

1,320,424

494,436

934,281

(108,293)

(8,146)

1 80,892

(13,991)

3s6
2,971

(3,116)

2,611

Three mon

31 March t6
(Unaudi )

2,056

45R

qt)

684,

3

)

)

)

)

7

1

)ot

(15,5

(5, 1

(31

51,984

For the three months ended 31 March 2017 the Group had two major customers - distribution co
Krasnodal region of the Russian Federation with individual turnover over 100% of the total Group rev
total amount of revenues for these maj or customers for the three months ended 3 1 March 20 1 7 was RU
thousand or 81.8% of the Group's total revenues (for the three months ended 31 March 2016: RU
thousand or 77 ,8'r/o),

6 REVENUE

Three months
ended

31 March 2017

anles tn

ues. The
8,288,624
8,1 68,1 78

Th months
ended

arch 2016

44q 4?1

1,026,139

2,139
861

11.121

Electricity transmission
Connection services

Rental income

Repairs and maintenance

Other revenue

9,892,964

204,718
3,208

991

1 3.980

10,115,861

L2



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands of Russian roubles, unless olhenuise specified)

OPERATING EXPENSES

Electricity transmission

Purchased electricity for compensation of technological
Personnel costs
Depreciation and amoftisation
Legal clairns
Recovery of impairment of trade and other receivables
Raw materials and supplies
Rent
Security services
Repairs, maintenance and installation services
Business trip expenses
Insurance
Consulting, legal and audit services

Other expenses

losses

Three months
ended 31 March

20r7
(Unaudited)

3,371,199

2,359,048
1,307 ,917

770,609
488,614
228,359
1'.71,070

58,1 36
47,100
35,506
22929
19,005

1,640

782,786

9,663,918

Three months
ended 31 March

2011

(Unaudited)

Th months
ended I March

2016
udited

,653,418
2,369,7 43

1,315,241
711,695
263,142
107,810
149,434
?? 1qq

48,33 8

25,298
23,771
19,046

1,723

4qR g5g

g,226r0gg

months
ended 31

h 2016

udited)

OTHER OPERATING INCOME

Insurance compensation received

lncome from inventories received from liquidation of property, plant

and equipment
Fines and penalty received I}om contractors for contractual breaches

Non-contractual consumption of electricity

Income from inventories received free of charge

Income from properfy, plant and eduipment received free of charge

Write-off accounts payable

Income from sale of property, plant and equipment
Loss on disposal of intangible assets

Write off of properfy, plant and equipment, including prepayments

for property, plant and equipment

PROPERTY, PLANT AND EQUIPMENT

55,094

26,402

6,415
\./t\

|,157

822

818

229

(6,239)

10,605

3,743

169
1,590

512

451

254

IZO
r1 ?g?)

(6,374)

9

The cost of
reference to
ROSSETI.

property, plant and equipment at 1 January 2011, the

their carrying amounts included in the consolidated

89,913

date of transition to IFRSs, was
IFRS financial statements of the

74,283

ined by
t - PJSC

1a
l-l
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PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands of Russian roubles, unless othenrise specified)

EQUITY

Share capital

Par value

Number of ordinary shares authorised, isSued and fully paid

Total share capital (in thousands of RUB)

Dividends

ln shares

Issued shares at 1 January

Weighted average number of shares as at 3l March

In shares

Weighted average number of ordinary shares for the period (thousand

of shares)

(Loss)/eamings attributable to the holders of ordinary shares

(thousands of RUB)

(Loss)/Earnings per share - basic and diluted (in RUB)

,868,130

28.286.813 ,286,813

The Company's statutory financial statements form the basis for the distribution of profit and other atlon s.

Due to differences between statutory accounting principles and IFRS, the Company's loss in the statu accounts

31 March 2017 r 2016

RUB 1OO

ared under

year ended

dividends

months
ended

rch 2016

naudit

,868,130

months
ended

arch 2076
naud ited)

282,868

19t ,t 65

0.68

RUB IOO

282,868,130

Three months
ended

31 March 2017
(Unaudited)

282,868,130

282.868.130

Three months
ended

31 March 2017
(Unaudited)

282,868

can differ significantly from that reported in the consolidated interim condensed financial statements

IFRS.

At the annual shareholders meeting held on 24 June 2016 the decision was lrade to pay dividends for
31December2015 in the amount of RUB 1,144,791 thousand (RUB 4.047105 pel ordinary share)

were declared for 2016.

11 EARNINGS PER SHARE

The calculation of earnings per share is based upon the profit for the period and the weighted a number of
ordinary shares outstanding during the period. The Company has no dilutive potential ordinary shares.

Th

Th

1,6



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands of Russian roubles, unless olhent,ise specijed)

INTANGIBLE ASSETS

Software
Certificates
and licenses R&D

t2

Other
intangible

assets

Cost

Balance at I
January 2016

Additions
Disposals

Balance at 3l
March 2016

Balance at I
January 2017

Additions
Balance at 31
March 2017

Amortisation

Balance at I
January 2016

Charge for the
period

Disposals

Balance at 3l
March 2016

Balance at I
January 2Ol7
Charge for the
period
Balance at 3l
March 2017

Carrying amount

At I January
2016

At 31 March
20r6

At I January
2017

At 31 March
20r1

212,826

6,1 88
(3,393)

215,621

280,722

661

281,383

5,29s 15,741 11,541

I I,5415,295 l4,51I

5,295 15,141 I1,541 245,403

6,1 88
3,393 )

248,198

312,069

5,059

311,128

(149,338)

(16,653)

2,205

(163,786)

(203,842)

(15,588)

(219,430)

96,065

84,412

108,221

91,698

r 2016

,912,239
000

1,022

79,018

{ tq{
4,398

18,909 I1,541

(144,107)

/l 5 ?55\

2,205

(4,010) (1,221)

(386) (e12)

(157,257)

(193,678)

(14,675)

(208,353)

(4,396)

(5,295)

(5,295)

(2,133)

(4,869)

(e l3)

(5,782)

68,719

58,364

87,044

73,030

I,285 15,741 10,320

6,672

5,759

899 15,141 9,408

14,511

18,909

13 LOANS AND BORROWINGS

This note provides information about the contractual terms of the Group's loans and borrowings.

31 March 2017
(Unaudited)

14,665,600

7,000,000

21,665,700

1,522

288,821

290,349

Non-current loans and borrowings
Unsecured bank loans

Bonds issued

Current loans and borrowing
Unsecured loans

Interest payable

100



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in lhousands of Russian roubLes, unless olhenuise

Terms and condition of outstandins loans and borrowinqs were as follows:

Nominal interest rate (fixed), %o

31 March 2017 31 December
2016dited maturi

Carryin
Year of 31 March20ll

Unaudited

l4

PJSC Sberbankx

PJSC "ROSSETI"*

Gazprombank (JSC)t

Bank VBRR (JSC)

Other

Total

9.73-9,80%

10.44-12,63%

10.00-10,50%

10.20%

Interest flee

9.90%

10,44-12.63%

10.00- 10.80%

Interest free

2019

2019-2025

2019

20t9

2016

5,1 00,000

7,000,000

9,409,630

155,969

1 \))

21,667,121

mber
2076

,000,000

7,000,000

,912,239

months
ended

h 2016

901,115

3 18,901

(53 ,159)
5s,849)

,817,068

ion selling
electricity

tloans and borrowings from the government - related entities.

The Group's loans and borrowings are denominated in Russian Roubles.

OTHER PROVISIONS

Balance at I January

Provisions raised during the period

Provisions reversed during the period

Provisions used during the period

Capitalized

Balance at 31 March

Three months
ended

31 March 2017
(Unaudited)

2,446,329

519,641

(31,027)

(627,097)

2,136

2,309,982

Provisions relate to the legal proceedings against the Group and unsettled disagreements with distri
entities regarding the purchased electric power for the compensation of technological losses and

transmission services and also untimely payment of accounts payable,

The insurance industry of the Russian Federation is in a developing state and many forms of insuran

common in other parts of the world are not yet generally available. The Group does not have full co

stations business interruption or third party liability in respect of property or environmental darnage

15 FINANCIAL RISKS MANAGEMENT

The Group's financial risk manageurent objectives and policies are consistent with those disc

consolidated financial statements as at and for the year ended 3 I December 2016.

16 CONTINGENCIES AND COMMITMENTS

Capital commitmenls

As at 31 March 2017 the Group has outstanding commitments for the acquisition and construction of
and equipment of RUB 2,555,388 thousand (31 December2076:P.UB2,092,294 thousand),

Insurance

, plant

protection
for its

ing fl'orr
accidents on Group property or relating to Group operations. Until the Group obtains adequate insura cov9rage,

there is a risk that the loss or destruction of ceftain assets could have a material adverse effect on Group's
operations and financial position,

Litigation

The Group was involved in the number of courl procedures (both as a plaintiff and as a defendant)

course ofbusiness.

1B



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands of Russian roubles, unless otherwise specifed)

As at 31 March 2017 and 3l December 2016 the Group was in dispute with distribution selling entiti related to

purchase of electricity for compensation of technological losses and electricity transmission services. In oplnlon
ision ofof management the probability of negative outcome of the disputes was probable and recognized a

RUB 2,309,982 thousand (at 31 December 2016: P.UB 2,446,329 thousand).

Tuxution contingencies

The taxation system in the Russian Federation continues to evolve and is characterised by frequent

applicable Russian tax legislation, official pronouncements and courl decisions. However, the interpret ions of the

legislation official pronouncements and court decisions which are sometimes contradictory and subjec

interpretation by different tax authorities. Taxes are subject to review and investigation by a number o

which have the authority to impose severe fines penalties and interest charges. A tax year remalns

by the tax authorities during the three subsequent calendar years; however under ceftain circumstanc,

may remain open longer, Recent events within the Russian Federation suggest that the tax authorities

more asseftive and substance-based position in their interpretation and enforcement of tax legislation.

These circumstances may create tax risks in the Russian Federation that are substantially more signifi
other countries. Management believes that it has provided adequately for tax liabilities based on its inte

transmission services provided via leased "last-mile" grids and coufts agree with the customers' view,

amount of such claims could be significant, but cannot be reliably estimated as each claim would ha

legal circumstances and respective estimation would be based on a variety of assumptions and j
makes it impracticable, The Group did not recognize as at the reporting date any provision for

bodies. Bank loans are provided on the basis of marlcet rates. Taxes are accrued and settled in

Russian tax Iesislation,

The Group's parent company produces publicly available financial statements.

Transactions with the Company's Parenl, ils subsidiuries and associates

Transactions with the Company's Parent, its subsidiaries and associate include transactions with P.ISC

subsidiaries and associates. and were as follows:

to varying
authorities
for review
a Iax year

re taking a

than in
tions of

sful in

uate their

ents, which
actual and
fits inflow

mber 2016
Russian

relevant authorities could differ and the effect on these consolidated statements, if the authorities were s

enforcing their interpretations, could be significant.

Environmentul mqtlers

The Group and its predecessors have operated in the electric power industry in the Russian Federati for many
forcementyears. The enforcement of environmental regulation in the Russian Federation is evolving and the

posture of government authorities is continually being reconsidered. The Group entities periodically

obligations under environmental regulations.

Potential liabilities might arise as a result of changes in legislation and regulation or civil litigation, impact of
these potential changes cannot be estimated but could be material. In the current enforcement climate u

legislation management believes that there are no significant liabilities for environmental damage.

existing

Other conlingencies

The Group believes that all Group's sales arrangements are generally in compliance with the Russ legislation

regulating electric power transmission. However, based on uncertainty of legislation that regulates lease of
Unified National Electricity Network property ("last-mi1e") by the Group there is a risk that may

challenge that the Group has no legal ground to invoice them and hence recognize revenue for el rc power
potential

individual

potential claims as it believes that it is not probable that related outflow of resources or decrease of be

will take place. The Group believes that expected changes in legislation will further reduce the level of r

I7 RELATEDPARTYTRANSACTIONS

C o ntro I re laliorts lr ip

Related palties include shareholders, affiliates and entities under common ownership and control with th Group and

members of the Board of Directors and key management personnel which comprised of General Di
General Director and Directors of the branches. The Company's parent as at 3 1 March 2017 and 31

, Deputies

was PJSC ROSSETI. The parly with the ultimate control over the Company is the Government of
Federation which held the majority of the voting rights of PJSC ROSSETI'

In the normal course of business the Group enters into transactions with other entities under common vernment

control including Russian railways, state-controlled banks and various governmental bodies. Prices electricity,
regulatoryelectricity transmission and connection services are based on tariffs set by federal and regional tari

'dance with



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands of Russian roubles, unless otherwise

Revenue

Transaction value for the three
months ended 31 March Outstandin

2017 2016 31 March 2017

(Unaudited) (Unaudited) (Unaudited)

Parent company
Other
Transactions with other
PJSC ROSSETI's subsidiaries
Rent
Other
Reversal of allowance
Allowance for impairment of other
receivables

Expenses

Parent company
Managing services
Other

El ectricity transmission
Rent
Connection services
Other

Capitalized in stall ati on and

construction activities

Borrowings

Parent company
Bonds issued
Interest on bonds issued

28,647

Transaction value for the three months
ended 31 March

2017
(Unaudited)

2016
(Unaudited)

29,137

Outstandi
3l March 2017

(Unaudited)

5,414

296

12

1

27,177

561

296

12

22,364

117

5

195,570

( 1 66,555)

December
2016

9

?55 qOg

December
20r6

\ )Q'7

31t,979
31,063

t35,224

122,110

1 December
2016

7,000,000
15.8t4

rs of the

neration in

19,121
5,428

24,549

1,433,414
l8

1,134
162,576

1,597,202

19,121
3.818

22,939 5,414

1,236,919
2,980

237
6,603

396,611
1 9,1 09

89,516

1,246,729 s05

Transaction value for the three
months ended 3l March

2017 2016
(Unaudited) (Unaudited)

198,610 200,714

198,610 200,77 4

Outstandi lance

31 March 2017
(Unaudited)

7,000,000
274,424

7,274,424

For more details about bonds repurchased by PJSC "ROSSETI" see Note 1 3.

Managemenl remunerolion

The Group identifies members of Board of Directors, members of Management Board and top

Company and its subsidiaries as key management personnel.

There are no transactions with key management personnel and close family members excapt their re
the form of salary and bonuses which were as follows.

20



PJSC Kubanenergo
Notes to the Consolidated Interim Condensed Financial Statements
for the three months ended 31 March 2017 (unaudited)
(in thousands oJ Russian roubles, unless otherwise

Three months ended 31 March 2017
(Unaudited)

Other key
management

personnel
Board of
Directors

Three months ended 3l
(Unaudited

Board of
Directors

arch 2016

Other key
nagement

t-related
ffs where

venue from
ree months

201'7

impact the

nel

Salaries and bonuses 2,250

As at 3l March 207J current. amount of liabilities of post-employment defined benefit plan, d in the

Consolidated statement of financial position, includes the liabilities related to key management pe

to RUB 1.218 thousand (as at 3l December20l6: RUB 1,140 thousand)'

amounting

Transsctions wilh government-relalecl parties

applicable.

Revenues from government-related entities for the three months ended 31 March 20 l7 constitute 0. (for the

In the course of its operating activities the Group is also engaged in significant transactions with gove

entities. Revenues and purchases from government-related entities are measured at regulated

three months ended 3l March 2016:9.98%) of the total Group revenues. The electricity transmission

government - related entities for the three months ended 3l March 2017 constitutes 0.44oh (for the

ended 31 March 2016:0,80%) of total Group revenues,

Electricity transmission costs from government-related entities for the three months ended 31

constitutes 5.3 1% (for the three months ended 31 March 2016: 5,08%) of total transmission costs.

Pricing policies

Related party revenue for electricity transmission is based on the tariffs regulated by the government.

18 EVENTSSUBSEQUENT TOTHEREPORTINGDATE

The facts of economic activity after repoding date of 31 March 2017, which have impacted or ca

Group's financial position or performance in the future, are not revealed.

21,




