APPENDIX NO.16 CONSOLIDATED FINANCIAL STATEMENTS PREPARED IN ACCORDANCE WITH
IFRS AND AN AUDIT OPINION FOR THE YEAR ENDED DECEMBER 31, 2019 AND AS OF THAT DATE

8 RusHydro

RUSHYDRO GROUP
Consolidated Financial Statements
prepared in accordance with IFRS
with independent auditor's report

As at and for the year ended 31 December 20159

368



CONTENTS

INDEPENDENT AUDITOR'S REPORT

Consclidated Financial Statements

Consolidated Statement of Financial Position

CoNSOlTAIET INMOOMIE SEAIEITIEIL .....vecveesisemsomsirmssssmes e ssses bbsmmss ams st bamsasss s e s mms s b e s eamas  boa e en b s benres b e batrns

Consolidaled Statement of Comprehensive Income...

Consolidated SEEMENt of CASH FIOWS. ...
Consolidated Stalement of Changes i BGUIBY. ... s s et ressesrereressresessans

MNotes to the Consolidated Financial Statemeants

Mote 1.
MNote 2
Mot 3
Mote 4.
Mote 5
Mote &,
MNote 7
Mote 8.
Mote 9,

Mote 10,
Hote 11.
Mote 12

Mote 13

Mole 14,

Mote 15

Mote 18.
Mote 17,

Mt 18

Mate 19,
Mote 20,

Mote 71
Mote 22

Mote 23.
Mote 24,
Mote 25.
Mate 26,
Mote 27,
MNote 28.
Mote 28,
Mote 30,
Mote 37,

Mote 32

Maote 33.
Mole 34,

Mate 35

The Group and its operations.... e e e e )
Summary of significant acnnunllng pnlbclea . .. 8
Adoption of rew of revised standards and intempretations. ... 20
Mew eccounting pronouncements o P e 21
Principal subsidiaries 23
SOTTIONTE IONTTEIIONT oo osniion oo s s s 30 S s oA S s 26
Falaibd Pty ITBIBEEEI DI, . ocimnnroimmnsinbsnansnssn i ss sy meisins s s i s opsisnsnntnhns s sn s sas )i smsin s i asas 22
Property, PIANT S SURNIIEM. .. .ocee. cceoseecrirrrramssssssoias s es s bbb es st s S R S k)
Irvestments in as50males and JOINT VERIURES. ... e s s s b s ad e ek sarssasmss 35
Other non-current assets. 38
R AN s BN L i i e e S D i s S b e e b e b ol
Accounts receivable and prepaEyImBTE . ..o e 40
Imventories 41
Other current assels... ... AN A A R} S8 b L 8 S8 ALy 0 30 KRR AR 42
Azzets and liabilities of disposal group classified a8 held for =ale Lo42
IR s o W b P g o K A i A T A e e 43
DR BT - i B s e B e e e S i G 44
Fensinn benafit obligations. A5
Current and mon-curment debl... ... .. ..o cwve s i e iersran A R R ST 48
Non-deliverable forward comtract for SRARER.. . ... isiass s i s nss st i saminss D
Other non-current liabilties 50
Accounts payable BN BOCTUBES. .. .. ... i it e ettt bt s bt 51
Ciher boors: pEyRbIE; . e S i T s s s

REVEIIIE. .. .o irreerres

Government grants... ..

Cperating expenses {excluding impalrment losses) . 52
Firsamoe INGOITIE, GOSIS... . oo oe e s coscee i s e smas s e e e e r e s pn s ars s 53
L= Tl W T [ g OSSOSO 53
Caontingencies... . 53
Financial ﬁshmanagam i
ManagemMEnt OF BERIEL .. ....vvevs s iasisinsteri i rors beresms embots e s ss {0450 H frerserranadat s onsFa4a bass dmba &7
Fair valua of azsate and labilities 58

Presentation of financial instruments by measurement CAEE00NY. ...
Subsequent events
Accourting policies before 1 January 2018 62

369



iy
pwec

Independent Auditor’s Report

To the Shareholders and Board of Directors of Public joint stock company Federal
Hydro-Generating Company — RusHydro:

Qur opinion

In our opinion, the consolidaled financial statemenis present fairly, in all malerial respects, the
consolidated financial position of Public (oint stock company Federal Hydro-Generating Company =
RusHydro (PJSC RusHydro) and its subsidiaries {together - the "Group”) as at 31 December 2019,
and its consclidated financial performance and its consolidated cash flows for the year then ended in
accordance with Intemational Financial Reporing Standards (IFRS).

What we have audited
The Group's consolidated financial statements comprise:

« the consolidated statement of financial position as at 31 December 2019;

« the consolidated income statement for the year then ended;

«  Ihe consolidated staterment of comprehensive income for the year then ended;
o Ihe consolidated statement of cash flows for the year then ended;

« the consolidated statement of changes in equily for the year then ended; and

« the notes o the consolidated financial statements, which include significant accounting policies
and other explanatory information.

Basis for opinion
We conducted our audit in accordance with Intemational Standards on Auditing (1S4s). Our

responsibililies under those standards are further described in the Auditor's Respensibilitias for the
Audit of the Consolidated Financial Slatemenis seclion of cur report.

W beflave that the audit evidence we have obtained is sufficlent and appropriate to provide a basis
far our opinion.

Independence

We are independent of the Group in accordance wilh the International Ethics Standards Board for
Accountanis' Code of Ethics for Professional Accountants (IESBA Code) and the ethical requirements
of the Auditor's Professional Ethics Code and Auditor's Independence Rules that are relevant to our
audit of the consolidated financial statements in the Russian Federation. We have fulfilled our other
ethical responsibilities in accordance with these requiremenis and the IESBA Code,

AL PricewaterhousaCoopers. At
White Square Office Canter 10 Butyrsky Val Moscow, Russian Faderation, 125047
T: +T (455) DET G000, F «7 (495) 96T G001, wenw. prvcru
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Our audil approach

Overview

PJSC RusHydro's shares are listed on the Moscow Exchange The Group's principal business
operations are generation and sales of electricity, capacity and heat energy in the Russian wholesale
and retail markets. The Group companies are also involved in other opergtions, including electricity
fransmission and distribution, consiruction, repairs and provision of other services.

« Owerall group materiality: Russian Roubles ("RUB") 4,060 miltion, which
represents 1% of total revenues and governmeni granis.

«  We conducted audit procedures in respect of those companies of the
Group that were considered significant components based on their
individual share in the Group's sggregate revenue: PJSC RusHydro,
J3C DGK, and also in respect of individual balances and types of
operations for other components of the Group where necessary.

« Qur audit scope covered inter alia 72% of the Group's revenues and
T3% of the Group’s total carmying value of property, plant and
equipment.

Key audit matters

¢ Assessmen! of impairment of property, plant and equipment
= Assessment of expacted credit losses in relation 1o trade recelvables

Fatanakty

As part of designing our avdit, we determined materiality and assessed the risks of material
misstatement in the consolidated financial statements. In paricular, we considered whene
management made subjective judgements; for example, in respect of significant accounting estimates
thal involved making assumplions and considering future events that are inherently uncertain, As in all
of our audits, we also addressed the risk of management override of internal confrols, including among
other matters consideration of whether there was evidence of bias thet represented a risk of material
misstatement due to fraud.

Materiality

The scope of our audit was infiuenced by our application of the concept of materiality. &n audi is
designed to obtain reasonable assurance whether the consolidated financial staterments are free from
material misstatement Misstatements may arise due 1o fraud or error. They are considered matedal if
individually or in aggregate, they could reasonably be expecied to influence the economic decisions of
users taken on the basis of the consolidated financial statements.

Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall group materiality for the consolidated financial statements as a whole as set oul in
the table below. These, together with qualitative considerations, helped us to determine the scope of
our audit and the nature, timing and extent of our avdt proceduras and 1o evaluate the effect of
misstatements, if any, both individually &nd in aggregate on the consolidated financial statements as &
whaole,
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Overall group materiality RUE 4,060 million

How we determined it 1% of tolal revenues and government granis

Rationale for the materiality
benchmark applied

We chose total revenues and govemmeant granis as the
benchmark because, in our view, il is the benchmark which
best represents the Group's performance. We chose 1% as
the materiality lewvel, which falls within the range of
guantitative materiality thresholds used for public interest
entities in this seclor.

Key audit matters

Key audil matters are those matters that, in our professional judgement, were of most significance in
our audit of the consoldated financial statements of the curment period. These matters were addressed
in the context of our audt of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do nol provide a separate opinion on these matiers.

Key audit matter How our audit addressed the Key audit

matter

Assessment of impairment of property,
plant and equipment

For matfers requiring disclosure and related
significant accounting policies, judgements and
accounting estimates see Notes 2 and & fo the
consolidated financial statements.

We oblained and examined the financlal models
thal management used for assessing impainment

of property, plant and equipment. We engaged
our valuation expens to form our conclusion on

At 31 December 2019, the Group's aggregate
carrying amaunt of property, plant and
equipment was RUB 877 862 million. This is
the mest significant asset on the Group's
balance sheet, accounting for 73% of the lotal
assets.

The Group management analysed the Group's
financial performance, industry outiook and
operational plans, and assessed whether there
are indicators of impairment of proparly, plant
and equipment or polential release of
praviously recognised impairment losses, by
cash generating unit. For cash generating units
where such indicators were idenlified, the
managemeni assessed the recoverable
amounts of property, plant and equipment.

As a result of management’s impairment test,
the Group accrued a net impairment loss of
RUB 53,522 million in the consolidated income
statement for the year ended 31 December
2019,

the assumptions and methodology that wera
used in the impairment assessment,

Our audit procedures related to the
management’s assessment of impairment of
property, plant and equipment, included the
following:

evaluation of the methadology used by the
Group management for the impairment test;
examinaticn, on a sample basis, of key
assumplions used in financial models and
whether they are in line with the approved
budgeis and business plans, availabhe
reliable exiemal sources (including
macrogconomic forecasts, information on
regulated and markel electricity and capacity
prices, atc.) and our indusiry-specific
expertise;

assessment of compelence, skills,
experience and objectivity of the
manzgement's expers;
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Key audit matier

The impaiment lesl is sensilive o reasonably
possible changes in assumptions. The most
significant judgements are related to the
appled discount rate together with the
assumptions suppording the relevant forecast
cash flows, in particular those concerning the
#lecincity and capacity tanff rates and volumes
of investments.

W focused on the propery, plant and
equipment impairment assessment as this
process is complicated, requires significant
management’s judgements and is based on
assumptions thal are affected by the projecied
future market and economic conditions that are
inherently uncedain.

Assessment of expected credit losses in
relation to trade receivables

For matters requiring disclosure, and related
significant accounting policies, judgements and
accounting estimates see Notes 2 and 12 fo
the consolidated financial statements.

How our audit addressed the Key audit
mattar

« examinaticn, on a sample basis, of accuracy
and relevance of inputs that management
incorporated in the financial models for
assessing the impairment of propany, plant
and equipment;

examination, on a sample basis, of
mathematical accuracy of financial models
used by management to assess the
impairment of property, plant and equipment;
« consideration of potential impact of
reasonably possible changes in key
assumplions;

obtaining and reviewing management's
written representations related fo their
propety, plant and equipment impairment
test,

Acceptability of management’s current estimates
regarding the propery, plant and equipment
impairment for the purpose of preparing the
financial slatemenis for the year ended

31 December 2019 does not guarantee that
future events that are inherently uncertain would
not lead 1o a significant change In these
eslimales.

We note that management's financial models
are to a significant extent sensitive 1o the
changes in key assumplions. It could reasonably
be expected, that if actual results differ from
assumptions made, accordingly, there could
arise either additional losses from impairment in
the fulure or gains from the release of previously
recognised impairment.

We also assessed the compliance of disclosuras
in Motes 2 and B to the consolidated financial
statements wilh the disclosure requirements of
145 36 ‘Impairment of Assets’.

Our audit procedures in respect of the
management’s assessment of expected cradi
Insses in relation to trade receivables included:

=« evaluation of the methodology used by the
Group's managemen 10 assess expecied
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Key audit matier

At 31 December 2019, the carrying amouni of
the Group's trede receivables was RUB 35,495
million (RUB 65,358 millon less the credit loss
allowance of RUB 29,863 million),

Thus, at 31 December 2019, the allowance for
credit losses is significant and accounts for
45% of the gross rade receivables.

In accordance with IFRS @ ‘Financial
Instruments’ the Group managemeant assesses
expected credit losses in relation o rade
receivables prospectively and recognises an
allowance for credit lossas at each reporting
date. The estimate of expected credit losses
represents an unbiased and probability
weighted amount that is determined by
evaluating @ range of possible outcomes, and
reflacts all reasonable and supportable
information that is available al each reporing
date about past events, current conditions and
forecasis of fulure economic conditions. The
degree of accuracy of the management's
estimate will be confirmed or rebutied
depending on the future developments that are
inherently uncertain.

We focused on assessing the allowance for
credit losses in relation to trade receivables as
the estimation process is complicated and
requires significant management’s
judgements, and the amount of allowance is
significant.

How our audit addressed the Key audit
mattar

credit losses in relalion o trade receivables,
inchuding definition of default;

» examination, on a sample basis, of accuracy
of management's classification of tfrade
receivables for their furiher assessment on a
collective or individual basis depanding on
the credit isk characteristics and the length
of payment delinquency,

« gxamination, on a sample basis, of the
ageing of trade receivables to confirm the
length of paymen! delinquency,

+« @xaminaticn, on a sample bases, of the
models and calculations used for the
assessment of credit losses on a collective
or individual basis;

« @xamination, on a sample basis, of prior
period payments, if the information on such
payments was used in the calculation of
expecled credit losses;

« analysis of external information from the
regulators of the eleclricity (capacily) market,
including the Supervisory Board of NP
Market Council, which regularly makes
decisions on excluding companies from the
register of pardicipants of the wholesale
electricity (capacity) market; among these
excluded companies there are buyers of the
Group's electricity (capacily) whose balances
of receivables bear an increased credit risk;

« obtaining and analysing written
representations from the management with
regard (o the assessment of the allowance
for credit losses in relation to trade
receivables,

In addition, we assessed compliance of the
disclosures in Notes 2, 12 and 30 to the
constlidatled financial stalements wilh the
presentation and disclosure requirements of
IFRS 7 *Financial Instruments: Disclosures’,
Acceptability of the current estimates of the
Group management regarding the credit losses
on trade receivables for the purpose of preparing
the consolidated financial statements for the
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Key audit matier How our audit addressed the Key audit
mattar

year ended 31 December 2018 does not
guarantee thal future evenis that are inherantly
uncertain would not lead to a significant change
in these estimates.

How we tailored our Group audit scope

We tailored the scope of our audit in order o perform sufficient work to enable us to provide an opinion
on the consolidaled financial slalemenis as a whole, 1aking into account the siructure of the Group,
the accounting processas and contrals and the industry in which the Group operates,

The Group's consolidated financial statements are prepared based on the financial information of its
components, i.e. individual companies of the Group. If we considered a component to be significant,
we audited its financial information based on the materiality level established for each such
component.

Similar to the determination of the overall materiality, significance of components was assessed based
on the component's individual share in the Group's revenue. We determined the following significant
components: PJSC RusHydro and JSC DGK,

If we did not consider thal the procedures performed at the level of significant components provided
adequate audit evidence for expressing our opinion on the consolidated financial statements as a
whaole, we performed analytical procedures at the Group level and audit procedures in respect of
individual balances and types of operations for other components of the Group.

YWe chose other components of the Group for audit procedures in respect of indhvidual balances and
types of operations separately for each financial staterment line item included in the scope of our audit,
and our choice depended inter alia on the following factors: level of audil evidence oblained from the
audit of significant components and level of concentration of balances and types of operations in the
Group’s structure. We also change our selection of a number of other componenis on a rotation basis

On the whole, our audid procedures thal were parormed at the level of significant and other
components of the Group and included, in paricular, detailed testing and testing of contrels on a
sample basis, in our opinion, provided adequate coverage of individual line itams in the consolidated
financial statements. Thus, for example, our procedures covered 72% of the Group's revenue and
T3% of the lotal canying value of the Group’s property, plant and equipment,

When parforming the audil procedures the audit team engaged specialists in taxation, IFRS
melhodology, 85 well as experts in valuation of propery, plant and equipment, financial instruments
and pension Habilities,

We befieve that the results of procedures performed on a sample basis at the level of the Group's
components, analytical procedures at the Group’s level and procedures over the consolidaled financial

reporiing have provided sufficient and appropriate audit evidence for expressing our opinion on the
Group’s consolidated financial statemenis as & whole.

vl
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Other information

Management is responsibla for the other information. The other information includes PJSC
RusHydra's Annual Repor for 2018 and Issuer's Report of PJSC RusHydro for Q1 2020, but does not
include the consolidated financial statements and our auditor's report thereon. PJSC RusHydro's
Annual Report for 2019 and Issuer's Report of PJSC RusHydro for Q1 2020 are expected to be made
available to us after the date of this auditor's repor.

Qur opinion on the consolidated financial statements does not cover the other information and we will
nol express any fomm of assurance conclusion thereon.

in connection with our audit of the conschdated financial statements, our responsibility is to read the
other information identified above, when it becomes avallable, and, in doing so, consider whether the
other information is materially inconsistent with the consolidated financial statements or our knowledge
obtained in the audit, or otherwise appears to be materally misstated.

When we read PJSC RusHydro's Annual Report for 2019 and Issuer's Report of PJSC RusHydro for
Q1 2020, it we conciude that there is a material missiatement therein, we are required 10 communicate
the matier to those charged with govemance.

Responsibilities of management and those charged with governanca far the
consolidated financial statements

Managemeni is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRS, and for such internal control as management determines is
necessary Lo enable the preparalion of consolidated financial statements thal are free from material
misstatement, whether due to frawd or emor.

In preparing the consolidated financial statements, management is responsible for assessing the
Group's ability to continue as a going concem, disclesing, as applicable, matters relaled to going
concerm and using the going concern basis of accounting unless management either intends 1o
liquidate the Group or to cease opergtions, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial reporing
process.

Auditor's responsibilities for the audil of the consolidated financial statements

Qur objectives are to obtain reasonable assurance about whether the consalidated financial
stalements as a whola are free from material misstatement, whether due (o frasd or error, and 1o issue
an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
nol & guaraniee that an awdil conducted in accordance with 1345 will always detect a material
misstatement when it exists. Misstatemenis can arise from fraud or error and are considered malterial
if, individually or in the aggregalte, they could reasonably be expected 1o influence the aconomic
decisions of users laken on the basis of these consolidated financial statements.,

=
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As part of an audit in accordance with I1SAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

« |dentity and assess the risks of matenal misstatement of the consolidated financial statements,
whether dus o fraud or &ror, design and perform audil procedures responsive (o those risks, and
obiain audit evidence that is sufficient and appropriate 1o provide a basis for our opinion, The risk
of not detecting a material misstalement resulling from fraud is highar than for one resulting from
error, s fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
averride of internal contral,

« Obtain an understanding of intermal control relevant 1o the audit in order to design audi
procedures thal are appropriate in the circumstances, bul not for the purpose of expressing an
opinion on the effectiveness of the Group's intermal control.

« Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management

«  Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the sudit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group's ability to continue &8s a going concem.
If we conclude thal a material unceriainty exists, we are required o draw attention in our auditor's
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, 10 modify our opinion. Our conclusions are based on the audit evidence obtained up 1o
the date of cur auditor's repon. However, future events or conditions may cause the Group fo
cease (o continue as a going concerm,

« Evaluate the overall presentation, struciure and content of the consolidated financial statemeants,
including the disclosures, and whether the consolidated financial statements represent the
undertying transactions and events in a mannar that achieves fair presentation.

+ Obtain sufficient appropnate audit evidence régarding the financial information of the antities or
husiness activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direclion, supervision and performance of the group audil.
We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, lhe planned
scope and timing of the audil and significant audit findings. including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with govemance with a stalement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them ail relationships and
other matters that may reasonably be thought to bear on our independence, and where applicabile,
related safeguards.

From the matters communicated wilh those charged with govemance, we determine those matters
that were of most significance in the audit of the consolidated financial statements of the current penod
and are therefore the key awdil malters. We describe these matters in our audilor's report unless law
or regulation precludes public disclosure about the matter or when, in exiremely rare circumstances,
we determine that a matter should not be communicated in our report because the adverse

will
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consequences of doing 50 would reasonably be expecied to outweigh the public interest benefits of
such communication.

The certified auditor responsible for the audit resulting in this independent auditor's report, is
Alexey Sergeavich lvanov.

A. 5. lvanov, certified auditor {licence No. 01-000531), AQ PricewaterhouseCoopers Audit
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RusHydro Group
Consolidated Statement of Financial Position
[in milkars of Russian Rubles unless noled clherwise]
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Mole 3 December 2019 31 December 2018
ASSETS
Non-current assels
Propadty, plant and egquipman -] 677.862 665 424
Investments in associates and joint veniures ] 16,308 16,828
Financial assets al fair valee through other comprahensive income 418 504
Deferred income tax assels 17 19,250 9.009
Cither non-current assels 10 19,853 22,584
Total non-current assels T33,TEA 722,524
Current assots
Cash and cash equivalents 1 41,047 65,432
Income tax recenable 2,558 37ar
Accounts receivabée and prepayments 12 54,251 75,180
Inveniones 13 34 366 30,721
Other cumant assels 14 _B5883 33,873
1“.21! 208,952
Neon-current assats and sasels of cisposal group
ciassified as held for sale 16 3,106 450
Total current assets 191,31 209,402
TOTAL ASSETS 925,118 931,91
EQUITY AND LIABILITIES
Equity
Share capital 18 426,289 476, 780
Treasury shares 18 (4,613) {4.613)
Share pramism 38202 38,202
Retained earmings and other resarves 104,788 115,523
Equity attributable to the shareholders of PJSC RusHydro 585,864 576,401
Nen-controlling interest 4.211 4,818
TOTAL EQUITY 569,878 586,219
Non-curment liabilities
Mor-current debt 19 162 528 157,548
Men-daliversble forward contract for shares F. 28510 31,806
Defemed income tax liabiilies 17 15255 13,803
Oithar non-currant habilities Fil 22,366 21,987
Total non-current labilities 228,650 225,634
Currant liabilities
Current debt and current portion of non-current cebt 18 30435 38,800
Accounts payable and accruals 2 50,845 64,533
Accounts poyable in respect of ehare issue 1E T.000 =
Current income Llax payable TRS 1191
Other taxes payabie ] 16,438 15,2385
123,204 m.m
Liabdiites of disposal group classified as heid for sale 18 3281
Total current liabilities 126,585 m.m
TOTAL LIABILITIES 166,244 1B, 712
TOTAL EQUITY AND LIABILITIES 925118 §31,83
Charman of Managemeni Board — General Direclor -.'-'-"/ M.G. Shulginow

/ﬁé/m 0.6, Medvadeva

5 March 2020

The accompanying noles are &n inegral pan of this Corsolidated Financial Statements

1
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RusHydro Group

Consolidated Income Statement
(in milfions of Russian R ubles uriess robed otherwise)

@2 rushydro

Year ended Year ended

Note 3 December 20189 31 December 2018
Revenue 24 366,842 358,770
Govemment grants 5 385,883 41,645
Other cperating ncome 1,174 5452
Operaling expenses (excluding fmpaimment losses) 25 (335,575) [314,850)
Operating profit excluding impairment losses 71,24 91,020
Impaiment of property, plant and equipment, net 3 (33,532) (24,221)
Impairment of financial assels, ned {4.451) {5.379)
|mipairment of other assels (2.045) .
Operating profit 11,156 61,420
Finance mcome 7 5 858 TBET
Finance costs r {10,408) {73.058)
Share of results of aszociates and joint ventures 9 {2.757) 1,860
Profit before income tax 7,859 47,859
Income tax expense 17 {7.216) {16,022)
Profit for the year 643 31,837
Aftritutable tor
Shareholders of PUSC RusHydro £ 128 3,229
Man-controling interest (4,483) 608
Earmnings per ordinary share for profit attributable to the
shareholders of PUSC RusHydro = basic and diluted
{in Russ@an Rubles per share) 00121 0.0739
Weighted average number of shares outstanding -
basx and diuted {millions of shanes) 422 457 422437

The accomfarying noles ane an imegral pan of ths Consabdated Financial Statsmeants

2
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RusHydro Group

Consclidated Statement of Comprehensive Income
[in milbons of Russian Rubles uniess noted othersise)

2 Rushydro

Year ended Year ended

Note 3 December 2019 31 December 2018
Profit for the year 843 31,837
Other comprehensive income, net of tax:
Items that wall nof be reclassifed fo profit or foss
Remeasurement of pension benefit coligatons 18 (528) 383
{Loss) £ gain arising on financial assets at fair value through olher
comprehenshve income {171) 70
Total tems that will not be reclassified to profit or loss [1,098) 458
Items that may be reciassifed subsequenty fo profil or koss
Other comprehensive (loss) ! ncome (37 71
Total items that may be reclassified subsequently to
profit or loss {37] T
Total other comprehensive (loss) / income (1,136} 529
Total comprehensive (loss) ] income for the year {493) 32,366
Aftributable to
Sharehciders of PJSC RusHydno 4272 31,556
Mon-conirolling interest (4,765) 810

The accomfarying noles ane an imegral pan of ths Consabdated Financial Statsmeants
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RusHydro Group

Consolidated Statement of Cash Flows
(in millons of Russian R ubles uriess robed otherwise)

& Rushydio

Year ended

Note 31 December 2018

Year ended
3 December 2018

CASH FLOWS FROM OPERATING ACTIVITIES:

Profit before income tax T.859 47,859
Depreciation of property, plant and equipment and amortisation of 8 26
Intangible assets 25 685 22310
Losz on disposal of property, plant and equipment, net 25 1,582 1,757
Share of results of associates and jaint ventures ] 2757 {1.860)
Other operatng ncome (1,174) {5,452}
Finance ncome 7 (5,B68) (7.B57)
Finance costs 27 10,408 23088
Impairment of propery, plant and equipment 8 5532 2421
Impairment of financal assets, nel 4491 5379
Impairment of other assets 2045 -
Other income {108) (236)
Operating cash flows before working capital changes, income tax
paid and changes in other assets and liabilities 97,200 109,398
Working capital changes.
Decrease | (norease) in accounts recenable and prepayments 14571 {10,027}
Decrease | (ncrease) in other current assels net of deposits and
specal funds 54T {2e9)
Increase in nventones (3,703) (4. 848)
(Cecrease) ! increase in accounts payable and accruals, ned of
dividends payable (11,009) 5,705
Increase | (decrease) in other taxes payable 1,120 (703}
Decrease [ (increase) in other non-curment assels 1,020 {1.739)
Increase in cther non-current liabilities 2885 573
Income tax pasd [13,861) {13,510}
Net cash generated by operating activities 75,678 24,551
CASH FLOWS FROM INVESTING ACTVITIES:
Purchase of property. plant and equipment [T4, 76 (67,423}
Proceeds from sale of property, plant and equipment 70 a77
Imvestment in bank deposits and purchase of other nvestments (81,911) [44,545)
Redemption of bank deposits and procesds from sale of other
invesiments 85, 142 15,374
Placement of special funds on special accounts (7.000) -
Proceeds from sale of PJSC Inter RAD 16 15,012 2160
Proceeds from sale of investment in joint venture 15 450 BT
Proceeds from sale of financial assets at fair value through profit or
less &35
Reclassiication of cash of deposal group Lty .
Interest receed 5612 5,545
Met cash used In investing activities (75,594} |87.041)

The accomfarying noles ane an imegral pan of ths Consabdated Financial Statsmeants
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RusHydro Group
Consolidated Statement of Cash Flows 8 RusHydro
[in millors of Russian R ubles urdess robed obhervise)

Year ended Year ended
Note 31 December 2018 31 December 2018

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from share issue 16 7.000 .
Proceeds from curment debt 14 45,247 41,267
Procesds from nen-current debl 19 61,948 127,760
Repayment of debt 19 {123.136) {142,102
Intenest paid {14,400} (14,217}
Dridends paid (15,782) 111,113
Dnidends paid by subsdianes o non-controlling niterest holders [115) {172}
Repayment of lease liabilities 8 (Gl :
Finance lease paymants - (155)
Payments for non-defiverable forward for shares 18, 20 [3.731) (2.813)
Payments en cross-currency and nterest rale swap (438) -
Other payments - (T46)
Met cash used in financing activities {24,443} [2,291)
Effect of fareign echange differences on cash &nd cash equialents

balances (] 57
Decrease in cash and cash equivalents (24,385} (4.724)
Cash and cash equivalents at the beginning of the year 65,442 70,158
Cash and cash equivalents at the end of the year 1 41,047 65,432

The accomfarying noles ane an imegral pan of this Consabdatad Financial Statsmeants
5
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RusHydro Group

Motes to the Consolidated Financial Statements Ru

as at and for the year ended 31 December 2019 sHydro
{in millons aof Rissian R ubles unless roted othervise)

Note 1. The Group and its operations

PJSC RusHydro (hereinafter referred to as “the Company”) was incorporated and is domiciled in the Russian
Federation. The Company is a joint stock company limited by value of shares and was set up in accordance
with Russian regulations.

The primary activities of the Company and its subsidiaries (hereinafter together referred to as “the Group”) are
generation and sale of electricity, capacity and heat.

Economic environment in the Russian Federation. The Russian Federation displays certain characteristics
of an emerging market, Its economy is particularly sensitive to ol and gas prices. The tax, currency and
customs legislation continue to develop and are subject to frequent changes and varying interpretations. The
Russian economy continues to be negatively impacted by ongoing political tension in the region and
international sanctions against cerain Russian companies and ndividuals,

This economic environment has a significant impact on the Group’s operations and financial pesition.
Management is taking necessary measures to ensure sustainability of the Group's operations, However, the
future effects of the current economic situation are difficult to predict and management’s current expectations
and estimates could differ from actual results.

Relations with the Government and current regulation. As at 31 December 2019 the Russlan Federation
owned 8120 percent of the total voting ordinary shares of the Company Inclusive of additional share
issue (Mote 168) (31 December 2018; 60.56 percent). As at 31 December 2019 PJSC Bank VTB that is
controlled by the Russian Federation owned 13.13 percent of the Company's shares (31 December 2018:
13.34 percent).

The Group's major customer base includes a large number of entities controlled by, or related to the
Government. Furthemmore, the Government controls contractors and suppliers, which provide the Group with
glectricity dispatch, transmission and distribution services, and a number of the Group's fuel and cther
suppliers (Nate 7).

In addition, the Government influences the Group's operations through:

+  participation of its representatives in the Company's Board of Directors;
+ regulation of tarifs for clectricity, capacity and heating;
« approval and monitoring of the Group's investment programme, including volume and sources of financing.

Economic, social and other pobcies of tha Russian Government could have a material effect on operations of
the Group.

Overview of the electricity and eapacity market. In 2018 the following significant changes were made to the
rules of electricity and capacity wholesale and retail markets, their operation procedures and pricing
mechanismes:

+ Russian Government Resolution Mo 1247 of 31 December 20129 approved amendments that allow
electricity generators and buyers located in stand-alone power systems to enter into direct agreements at
prices that match the price range approved by the national regulator,

= For 2020, Russian Government Decree No.3259-r of 31 December 2019 established the following norms:

the basic level of rates (tariffs) for electricity (capacity) for Russian constiuent regions in the Far
Eastern Federal District;

price mark-up for capacity provided in the price zenes of the wholesale market by wholesalers, ie.
generators of electricity (capacity), such that the Russian constituent regions in the Far Eastern Federal
District can achieve the basic level of rates (tariffs) for electricity (capacity),

Note 2, Summary of significant accounting policies

Basls of preparation. These consolidated financial staternents have been prepared in accordance with IFRS
under the historical cost convention, as modified by the financial instruments initially recognised at fair value,
financial instruments categorised at fair value through proft or loss and at fair value through other
comprehensive income. The principal accounting policies applied in the preparation of these consolidated
financial staterments are set out below. Aparnt from the adoption of IFRS 18, Leases, effective from 1 January
2019 (Note 3), these policies have been consistently applied to all the perods presented.

Each company of the Group individually maintains its own books of accounts and prepares its statutory
financial statements in accordance with Russian standards of accounting (hereinafter referred to as "RSA").
These consolidated financial statements are based on the statutory records with adjustments and

8
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RusHydro Group

Motes to the Consolidated Financial Statements Ru

as at and for the year ended 31 December 2019 sHydro
{in millons aof Rissian R ubles unless roted othervise)

rectassifications made for the purpose of fair presentation in accordance with IFRS.

Funetional and presentation currency. The functional currency of the Company and its subsidiaries, and the
presentation currency for these consolidated financial staterments is the national currency of the Russian
Federation, the Russian Ruble.

Forelgn currency translation. Monetary assets and Eabilities, which are held by the Group's entities and
denominated in foreign currencies at the end of the reporting period, are translated into Russian Rubles at the
exchange rates prevailing at that date. Foreign currency transactions are accounted for at the exchange rates
prevailing at the date of the transaction, Gains and losses resulting from the settlement of such transactions
and translation of monetary assets and liabilties denominated in foreign currencies are recognised in the
consolidated income statermnent within finance incomalcosts.

As at 31 December 2018, the official rate of exchange, as determined by the Central Bank of the Russian
Federation, between Russian Ruble and IS Dollar (hereinafter refarred to as “USD") was RR 61.91 : USD 1.00
(31 December 2018: RR 6947 : USD 1.00), between Russian Ruble and Eure was RR 6934 :EUR 1.00
{31 December 2018; RR 79.46 : EUR 1.00), between Russian Ruble and China Yuan was RR 8.86 : CNY 1.00
(31 December 2018: RR 10.10 : CNY 1.00).

Consolidated financial statements. Subsidianes are those nvestees, including structured entities, that the
Group controls because the Group (i) has power to direct relevant activities of the investees that significanthy
affect their returns, (8) has exposure, or rights, to variable retums from its invelvement with the investees, and
(iii} has the abilty 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 ancther 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 powar 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 slze and dispersion of holdings of the other vote holders to determine i it has de-facto power over the
imeestee. Protective rights of other investors, such as those that relate to fundamental changes of investee’s
activities or apply only in exceptional circumstances, do not prevent the Group from controlling an investee,
Subsidiaries are consolidated from the date on which control is transferred to the Group (acquisition date) and
are deconsolidated from the date that control ceases.

The acquisition method of accounting s used to account for the acquisition of subsikdianes other than those
acquired from parties under common control, Identifiable assets acquired and Eabilities and contingent
liabilities assumed in a business coembination are measured at their fair values at the acquisition date,
imespective of the extent of any non-controlling interest.

The Group measures non-controlling interest that represents present ownership interest and entitles the
haolder to a proportionate share of net assets in the event of iquidation 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.

Goodwill is measured by deducting the fair value of net assets of the acquiree from the aggregate of the
consideration transferred for the acquiree, the amount of non-controlling interast in the acquirea and the fair
valus of an interast in the acquiree held immediately before the acguisition date. Any negative amount
("negative goodwill’ or a "bargain purchase”) is recognised in profit or loss, after management reassasses
whether it identified all the assets acquired and all the liabilties and contingent liabiities assumed and reviews
the appropriateness of their measurement.

The consideration transferred for the scquiree B measured at the fair value of the assets given up, equity
instruments issued and Babilities incurred or assumed, including fair value of assets or liabilties from
contingent consideration arrangements but excludes acquisition related costs such as advisory, legal,
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 issuing debt as part of the
business combination are deducted from the camying amount of the debt and all cther transaction costs
associated with the acquisition are expensed.

Intercompany transactions, balances and unrealised gains on transactions between the Group's entities are
eliminated; unrealised losses are also eliminated unless the cost cannet be recoverad. The Company and all
of its subsidiaries use uniform accounting policies consistent with the Group's policies.

Mon-controlling interest s 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.
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Motes to the Consolidated Financial Statements Ru

as at and for the year ended 31 December 2019 sHydro
{in millons aof Rissian R ubles unless roted othervise)

Purchases and sales of non-controlling Interests. The Group applies the economic entity model to account
for transactions with owners of non-controlling interest, that do not result in a loss of contral, Any difference
between the purchase consideration and the carrying amount of non-controlling interest acquired is recorded
as a capital transaction directly in equity. The Group recognises the differance between sales consideration
and the carrying amount of non-contralling interest sold as a capital transaction in the Consolidated staternant
of changes in equity.

Acquisition of subsidiaries from parties under commeon control. Acquisitions of subsidiaries from parties
under commeon contral are accounted for using the predecessor values methed. Under this method the
consolidated financial statements of the combined entity are presented as if the businesses had been
combined from the beginning of the earliest peried presentad or the date when the combining entities were
first brought under commaon control if later. The assels and liabilties of the subsidiary transferred under
common control are at the predecessor entity’s carrying amounts. The predecessor entity is considered to be
the highest reporting entity in which the subsidiary's IFRS financial information was consolidated. Related
goodwill inherent in the predecesser enfity’s original scquisitions i also recorded in these consolidated
financial statements. Any difference bebween the carrying amount of net assets, including the predecessor
antity’s goodwdl, and the consideration for the acquisition is accounted for in these consclidated financial
statements as an adjustment to mearger reserve within egquity

Investments in associates and joint ventures. Investments in associates and jint ventures are accounted
for using the equity method of accounting, based upon the percentage of awnership held by the Group.
Associates are entities over which the Company has significant influence (directly or indirectly) but not control,
generally accompanying a shareholding of between 20 and 50 percent of the voling rights. Investments in
associates are accounted for using the equity method of accounting and are Initially recognised at cost.
Dividends received from asscciates reduce the carrying value of the investment in associates. Other post-
acquisition changes in the 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 recorded in the consolidated profit or loss for the year as
profit or loss in respect of associates and joint ventures, (i} the Group's share of other comprehansive income
i5 recognised in other comprehensive income and presented separately, and (i} all 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 results of associates and joint ventures.

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

A joint venture is a joint arrangement whereby the parties that have joint control of the arrangement have
rights to the net assets of the arangement. Joint control is defined by the making of decisions about the
relevant activities requiring the unanimous consent of the parties sharing contral,

The Group discontinues the use of the equity method from the date on which # ceases to have joint control
aver, of have significant influence on joint ventures and associates.

Unrealised gains on transactions with associates and joint ventures ara eliminated to the extent of the Group's
interast in the entity, unrealised losses are also eliminated unless the transaction provides evidence of an
impairment of the asset transferred.

Disposals of subsidiaries, assocfates or jolnt 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 the
carrying amount recognised in profit or loss. The fair value is the initial 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 thal amounts
previously recognised in other comprehensive income are recycled to profit or loss.

If 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.

Property, plant and eguipment. Propery, plant and cquipment are stated at cost, less accumulated
depreciation and provisian for impairmeant, where required.

Subsequent costs are included in the asset's camying amount or recognised as a separate asset, as
appropriate, only when it is highly probable that future economic benefits associated with the itern will flow to
the Group and the cost of the item can be measured reliably. Costs of minor repairs and day-to-day
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maintenance are expensed when incurred. Costs of replacing major parts or compenents of property, plant
and equipment items are capitalised and the replaced part i written off.

Social assets are not capitalised if they are not expected to result in future economic benefits to the Group.
Maintenance costs of social assets are expensed as incurred.

Gains and kssaes on disposals of property, plant and equipment are determined by comparing the proceeds
with the carrying amount and are recognised in profit or loss for the year,

Depreciation. Depreciation on items of property, plant and equipment (except for land and assets under
construction) is calculated using the straight-line method over their estimated useful lives.

The useful lives of property, plant and equipment are subject to annual assessment by the Group
managemant and if expectations differ from previous estimates. the changes of useful lives are accounted for
as a change in an accounting estimate prospactively.

The average useful lives of property, plant and equipment by type of facility, in years, were as follows:

Type of facility Average useful lives
Production bulldings 25-80
Facilities 10-100
Plant and equipment i)
Ciher 3-30

Depreciation is charged once an asset is available for use. Land and assets under construction are not
depreciated.

Impairment of property, plant and egquipment. Impairment testing of property, plant and equipment is
carried out when thera is an indication that impairment may have occurred, or where it is othersise required to
ansure that property, plant and equipment are not cared above their estimated recoverable amounts
{Mote 8). If any such indication exists, the Group management estimates the recoverable amount which is
determined as the higher of an asset's fair value less costs of disposal and its value in use. Fair value less
costs of disposal represents the amount that can be generated through the sale of assets. Value in use
reprasents the present value of expected future cash flows discounted on a pre-tax basis, using the estimated
cost of capital of the cash-generating unit.

The carrying amount of the asset is reduced to the recoverable amount and the impairment loss is recognised
in Consolidated Income Statement for the year. An impairment loss recognised for an asset in prior years is
reversed where appropriate if there has been a positive change in the estimates used to determine the asset's
recoverable amount.

Leases, Right-of-uss assefs. The Group recognises right-of-use assets at the commencement date of the
lease, Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses
The cost of right-of-use assets includes the amount of lease Rabilities recognised, initial direct costs incurred,
and lease payments made at or before the commencement date less any lease incentives received. Unless
the Group is reasonably certain to obtain ownership of the leased asset at the end of the lease term, the
recognised right-of-use assets are depreciated on a straight-line basis over the shorfer of its estimated usaful
life and the leasa term, Right-of-use assets are subject to impairment.

The average useful lives of right-of-use assets by type of facility, in years, were as follows:

Type of facility Average useful lives
Production buildings 2=10
Facilities 5-30
Fant and equipment 511
Cther 2-10

Lease fabiities. At the commencement date of the lease, the Group recognises lease liabilties measured at
the present value of lease payments to be made over the lease term. The lease payments include fived
payments (including in-substance ficed payments) less any lease incentives receivable, variable lease
payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of an extension option if the lease is
reasonably certain to be extended and payments of penalties for terminating a lease, if the leasa term reflects
the Group exercising the option to terminate. Payrments under land lease agreements depend on the cadastral
value of the land and are variable, recognised as part of the rent expenses in the period in which the event or
condition inttiating the payment occurs.
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In calculating the present value of lease payments, the Group uses the incremental borrovdang rate at the lease
commencement date if the interest rate implick in the lease i not readily determinable. After the
commencement date, the amount of leasa labilties is ncreased to reflect the accretion of interest and
reduced for the lease payments made. In additien, the camying amount of lease liabilities is remeasured if
there is a modification, a change in the lease term, a change in the in-substance ficed lease payments or a
change in the assessment to purchase the underlying asset.

Shortterm leases and leases of low-value sssets The Group applies the short-term lease recognition exemption
to its short-term leases (leases that have a lease term of 12 months or less from the commencement date and
do not contain a purchase option), It also applies the lease of low-value assets recognition exemption to
leases of assets with a low value, less than RR 300 thousand. Lease payments on short-term leases and
leazes of low-value assets are recognised as expense on a straight-line basis cver the lease term and are
included in the rent expenses.

Significant judgement in determining the leass term of confracts with renewal options, The Group determines
the lease term as the non-cancellable term of the lease, together with any periods covered by an option to
entend the lease if it is reasonably certain to be exarcised, or any periods covered by an option to terminate
the lease, if it i reasonably certain not to be exercised.

The Group applies judgement in evaluating whether it is reasonably cerain to exercise the option to renaw.
That is, it considers all relevant factors that create an economic incentive for it to exercise the renewal or not
to exercise an option to temninate a lease.

Imtangible assets and goodwill. The Group's intangible assets other than goodwill have definite useful lives
and primanly include capitalised computer software. Intangible assets are amortised using the straight-line
maethod over their useful lves. If impaired, the carrving amount of intangible assets is written down to the
higher of value in use and fair value less costs of disposal. Goodwill is camied at cost less accumutated
impairment losses, if any, The Group tests goodwill for impairment at least annually and whenever there are
indications that goodwill may be impaired. Goodwill is allocated to the cash-generating units, or groups of
cash-generating units, that are expected to benefit from the synergies of the business combination. Such units
ar groups of units represent the lowest level at which the Group monitors goodwdll and are not larger than an
operating segment.

Gains or losses on disposal of an operation within a cash generating unit to which goodwill has been allocated
include the carrying amount of goodwill associated with the operation disposed of, generally measured on the
basis of the relative values of the operation disposed of and the portion of the cash-generating unit which is
retained,

Key measurement ferms for financial Instruments. Depending on their classification financial instruments
are carmed at fair value or amortised cost as described below.

Fair value is the price that would be received upon sala of the asset or paid to transfer the liability in an orderly
transaction betwean 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 lability take place with
sufficient frequency and volume to provide pricing information on an ongoing basis.

Valuation techniques such as discounted cash flow modals or models based on recent arm’s length
fransactions or consideration of financial data of the investeas are used to measurs fair value of certain
financial instruments for which extermal market pricing information is not available. The Group uses such
valuation technigues of fair value which are the most acceptable in the circumstances and as much as
possible use the observable basic data.

Fair value measurements are analysed by level in the fair value hierarchy as follows:
+ level 1 are measurements at quoted prices (unadjusted) in active markets for identical assets or liabilities;

+ lovel 2 measurements are valuation techniques with all material inputs observable for the asset or liability,
either directly (that is. as prices) or indirectly (that is, derived from prices);

« leval 3 measurermnents are valuations not based on solely observable market data (that is, the
measurement requires significant unobservable inputs).

For disclosure of information on fair value the Group classified assels and labilities on the basis of an
appropriate level of hierarchy of fair value as it is stated above (Note 32),

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, advisors, brokers and dealers,
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levies by regulatory agencies and securities exchanges, and transfer taxes and duties. Transaction costs do
not include debt premiums ar discounts, financing costs or internal administrative or holding 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 incurred
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 scparately and are included in the carrying
values of related fems in the statement of financial position.

The effective interest method is a method of allocating interest income or interest expense over the relevant
period, 50 as to achieve a constant periedic rate of interest (effective interest rate} on the carrying amount,
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
(excluding future cradit losses) through the expected I¥e of the financial instrument or a shorter period, if
appropriate, to the net camying ameount of the financial instrument. The effective interest rate 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 lfe 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.

Initial recognition of financial instruments. Financial instruments at fair value through prafit or loss are
initially recorded at fair value. All other financial instruments are initially recorded at fair value adjusted for
transaction costs. Fair value at inifial recognition is best evidenced by the transaction price. A gain or loss on
initial recognition is only recorded if there i a difference between fair value and transaction price which can be
evidenced by other obsarvable current market transactions in the same instrument or by a valuation technique
whose inputs nclude only data from abservable markets.

Classification of financial assets, The Group classifies financial assets in the following measurament
categories: to be measured at fair value through profit or loss (FWPL), to be measured at fair value through
other comprehensive income (FWVOCI), and these to be measured at amortised cost. The classification
depends on the Group's business model for managing the financial assets and the contractual terms of the
cash flows.

For investmenis in equity instruments that are not held for trading, this will depend on whether the Group has
made an irrevocable election at the time of initial recognition to account for the equity investment at fair value
through other comprehensive incomse.

There are three measurement categories into which the Group classifies its debf instruments:

« Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows
represent solely payments of prncipal and interest, are measured at amortised cost,

« FVOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments of principal and interest, are measured at
FWOCI

= FWPL: Assets that do not meet the criteria for amertised cost or FVOCH are measured at FVYPL,

Subsequent measurement of financial assets. The Group subsequently measures all equify investments at
fair value. Where the Group management has elected to present fair value gains and losses on equity
investments in OCI, there 5 no subsequent reclassification of fair value gains and losses to profit or loss
following the derecognition of such investments. Dividends from such investments continue to be recognised
in proftt or loss as other operating income when the Group's right to receive payments is established. Changes
in tha fair value of financial assets at FWPL are recognised as other operating ncome or expanse. Impairment
losses (and reversal of impairment losses) on equity investments measured at FWVOCI are not reported
saparately from other changes in fair value.

All the Group's debt instruments are measured at amortised cost. Interast income from these financial assets
is included in finance income using the effective interest rate method. Any gain or loss arising on derecognition
is recognised directly in profit or loss, impairment losses are presented as separate line item in the staternant
of profit or loss.

Reclassification of financial assets. Financial instruments are reclassified only when the business model for
managing the portfolio as a whole changes. The reclassification has a prospedtive effect and takes place from
the beginning of the first reperting period that follows after the change in the business model. The Group did
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not change its business model during the current pencd and did not make any reclassifications.

Impairment of financial assets: allowance for expected credit losses (ECL). The Group assesses on a
forvard-looking basis the expected credit losses associated wath its debt instruments carried at amortised cost.
The Group measures ECL and recognises net impairment losses on financial and contract assets at each
reporting date. The measurement of ECL reflects: (a) an unbiased and probability weighted amount that is
determined by evaluating a range of possible cutcomes, (b) time value of money and (¢} all reasonable and
supportable information that is available without undue cost and effort at the end of each reporting period
about past events, current conditions and forecasts of fulure conditions.

In accordance with IFRS 9, the Group applied a simplified approach to determining ECL in relation to trade
accounts receivable that requires that full lifeime ECL are to be recognised. For other financial assets the
Group applies a three-stage model for impairment, based on changes in credit quality since initial recognition,
A financial instrument that s not credit-impaired on initial recognition is classified in Stage 1. Financial assets
in Stage 1 have their ECL measured at an amount equal to the portion of lifetime ECL that results from default
events possible within the next 12 months or until contractual maturity, if shorter ("2 Months ECL". If the
Graup iklentifies a significant increase in credit risk ("SICR") since initial recognition, the asset is transferred to
Stage 2 and s ECL is measured based on ECL on a lifetime basis, that is, up unlil contractual maturity but
considering expected prepayments, if any ("Lifetime ECL"). if the Group determines that a financial assel is
credit-impaired, the asset is transferred to Stage 3 and its ECL is measured as a Lifetime ECL. For financial
assets that are purchased or criginated creditimpaired ("POCI Assets”), the ECL is always measured as a
Lifatime ECL.

Write-off of financial assets. Financial assets are written-off, in whole or in part, when the Group exhausted
all practical recovery efforts and has concluded that there is no reasonable expectation of recovery. The write-
off represents a derecognition event. The Group may write-off financial assets that are stil subject to
enforcement activity when the Group seeks to recover amounts that are contractually due, however, there is
no reasanable expectation of recovery.

Derecognition of financial assets. The Group derecognises financial assets when (2) the assets are
redeemed or the rights to cash flows from the assets othervdse expire or {B) the Group has transfarred the
rights to the cash fliows from the financial assets or entered into a gualifying pass-through amangement whilst
(i) alo transferring substantially all the risks and rewards of ownership of the assets or (i) neither transferring
nor retaining substantialty all the risks and rewards of ownership but not retaining control. Control is retainad if
the 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,

Derivative financial instruments. Derivative financial instruments are carried at their fair value. Al derivative
instruments are carried as assets when fair value is positive and as labilities when fair value is negative,
Changes in the fair value of derivative instruments are included in profit or loss for the year (gains less losses
an derivatives). The Group does not apply hedge accounting.

Certain derivative instruments embedded in financial liabilities and other non-financial contracts are treated as
separate derivative instruments when thelr risks and characteristics are not closely related to those of the host
contract.

Classification of financial liabilities. Financial liabities are classified as subsequently measured at
amortised costs, except for financial liabilities at FVPL: this classification is appled to dervatives and other
financial kabilities designated as such at initial recognition.

Derecognition of financial Fabilities. Financial liabilities are derecognised when they are extinguished (i.e.
when the obligation specified in the contract is discharged, cancelled or expires).

Cash and cash equivalents. Cash and cash equivalents include cash in hand, deposits held at call with
banks, and other short-term highly liquid investments with ariginal maturities of three months or less, Cash and
cash equivalents are camied at amontised cost because: (a) they are held for collection of confractual cash
fiows and those cash flows represent solely payments of principal and interest. and (b) they are not
designated at FVPL.

Trade and other receivables. Trade and other receivables are recognised initially at fair value and are
subsequently carned at amortised cost using the effective interest methed.

Trade and other payables. Trade and other payables are accrued when the counterparty performs its
obligations under the contract and are recognised initially at fair value and subsequently carried at amortised
costs using the effective interest method.

Debt. Debt is recognised mitially at fair value, net of transaction costs incurred and is subsequently carried at
14
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amortised cost using the effective interest method. Fair value is determined using the prevailing market rate of
interest for a simitar instrument, if significantly different from the transaction price.

Capitalisation of borrowing costs. Borrowing costs directly attributable to the acquisition, construction or
production of assets that necessarily take a substantial time to get ready for intended use or sale (qualifying
assets) are capitalised as part of the costs of those assets, if the commencemaent date for capitalisation i on
or after 1 January 2009,

The commencement date for capitalisation s when (i) the Group incurs expenditures for the qualifying asset;
(ii) it incurs borrowing costs; and (i) it undertakes activities that are necessary to prepare the asset for its
intended use or sake,

Capitalization of borrowing costs continues up to the date when the assets are substantially ready for thelr use
or sale. The Group capitalises bormowing costs that could have been avoided if it had not made capital
expenditura on qualifying assets. Borrowing costs capitalised 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 bomowed specifically for the purpose of obtaining a qualifying asset, Where this occurs,
actual borrowing costs incurred less any investment income on the temperary invesiment of those borrowings
are capitalised,

Interest payments capialised as part of the cost of an assets are classified as cash outflows from financing
activities in Consolidated Staternent of Cash Flows.

FPrepayments. Prapayments are camied at cost less provision for impairment, A prepayment is classified as
non-cument when the goods or senvices relating to the prepayment are expected to be obtained after one year,
ar when the prepayment relates to an asset which will itself be classified as non-current upon initial
recognition. Prepayments to acquire assets are transfemed to the carrying amount of the asset once the Group
has obtained control of the asset and it is highly probable that future economic benefits associated with the
asset will flow to the Group. Other prepayments are wiitten off to profit or loss when the goods or services
relating to the prepayments are recajved. If there is an indication that the assets, goods or services ralating to
a prepayment will not be received, the camying value of the prepayment is written down accordingly and a
corresponding impairment loss is recognised in profi or loss for the year,

Inventories. Inventories are recorded at the lower of cost and net realisable value. Net realisable value is the
estimated selling price in the ordinary course of business, less selling expenses. Cost of inventory that is
expensed is determined on the weighted average basis.

Income taxes. Income taxes have been provided for in the consolidated financial statements in accordance
with legisiation enacted or substantively enacted by the end of the reporting period. The income tax charge
comprises current tax and deferred tax and is recognised in profit or loss for the year except ¥ it is recognised
in other comprehensive income or directly in equity because it relates to transactions that are also recognised,
in the sarme 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 taxation authorities in respect of
taxable profits or losses for the current and prior periods. Taxable profits or losses are based on estimates if
financial statements are authorised prior to filing relevant tax returns, Taxes other than on income ara
racorded within oparating expanses.

Deferred income tax is provided using the balance sheet liability method for tax loss carry forwards and
termporary differences ansing between the tax bases of assets and liabilities and their carrying amounts for
consolidated financial reporting purposes. In accordance with the initial recognition exemption, defared taxes
are not recorded for temporary differences on initial recognition of an asset or a liabilty in a transaction other
than a business combination if the transaction, when initially recorded, affects neither accounting nor taxable
profit. Deferred tax l@bilties are not recorded for temporary differences on initial recognition of goodwll and
subsequently for goodwill which is not deductible for tax purposes. Deferred tax balances are measured at tax
rates enacted or substantially enacted at the and of the reporting pariod which are expected to apply to the
period when the temporary differences will reverse or the tax loss carry forwards will be utiised,

Deferred tax assets for deductible temporary differences and tax loss carry forwards are recorded only to the
extent that it is highly probable that the temporary difference will reverse in the future and there is sufficient
future taxable profit available against which the deductions can be utilised.

Deferred income tax assets and liabilties are offset when there is a legally enforceable right to offset cumment
tax assets against current tax labilities and when the deferred income taxes assets and liabilities relate to
income taxes levied by the same taxation authorly on either the same taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis. Deferred tax assets and liabilities are
netted only within the individual companies of the Group.
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The Group controls the reversal of temporary differences relating to taxes chargeable on dividends from
subsidiaries or on gains upan their disposal. The Group does not recognise deferred tax liabilities on such
ternporary differences except to the extent that management expacts the temporary differences to reverse in
the foresesable futura.

Uncartain tax positfons. The Group's uncertain tax positions are reassessed by management at the end of
each reporting period. Liabilities are recorded for income tax positions that are determined by management as
maore fikely than not to result in additional taxes being levied if the positions were to be challenged by the tax
authorities. The assessment is based on the interpretation of tax laws that have been enacted or substantively
enacted by the end of the reporting period, and any known court or other rulings on such issues, Liabilties for
penalties, interast and taxes other than on income are recognised based on management's best estimate of the
expanditure required to settle the obligations at the end of the reporting period. Adjustments for uncerain incoma
tax positions are recorded within the income tax charge.

Employee benefits. Wages, salaries, contributions to the Russian Federation state pension and social
insurance funds, paid annual leave and sick leave, bonuses, and non-monetary benefits (such as health
sarvices) are accrued in the year in which the associated senices are rendered by the employess of the
Graup.

Defined benefit plans. The Group operates defined benefit plans that cover the majority of its employees.
Defined benefit plans define the amount of pension benefit that an employee will receive on retirement. usually
dependent on one or more factors such as age, years of sendice, minimum tariff rate of rermuneration and
others.

The net liability 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 end of the
reporting perod less fair value of plan assets.

The defined benefit obligations are calculated by independent actuary using the projected unit credit method.
The present value of the defined benefit obligations are determined by discounting the estimated future cash
outflows using interest rates of government bonds that amne denominated in the currency in which the bencfits
will be paid associated with the operation of the plans, and that have terms to maturity approximating the
terms of the related pension labilties.

Actuarial gains and losses resulting from changes in the actuarial assumptions in the measurement of defined
beneft plans are recognised in other comprehensive income as they arise within remeasuremnent of pension
benefit obligations. Past sendce cost is immediately recognised in profit or loss within operating expenses.

Defined contribution plans, For defined contribution plans, the Group pays contributions and has no further
payment cbEgations once the contributions have been paid. The contributions are recognised as employee
benefit expense when they are due. In the normal course of business the Group contributes to the Russian
Federation defined contribution state pension schame on behalf of its employees. Mandatory centributions to
the governmental pension scheme are expensed when incurred and included in employee benefit expenses
and payroll taxes in the consolidated income statement.

Other benefit obligations. The Group pays a one-off financial aid on cccasion of an emplayes's |ubilee, The
arnount of the benafit depends on one or more factors, such as the age, length of sarvice in the company,
salary and others.

For the purpose of calculating benefit obligations of these types, actuarial gains and losses arising as a result
of adjustments or changes in actuarial assumptions are recognised within profit or loss in the consolidated
income statement in the period when they arise. All other aspects of accounting for these obligations are
similar to those of accounting for defined benefit obligations,

Environmental iabilities, Liabilities for environmental remediation are recorded where there is a present
obligation, the payment is highly probable and reliable estimates exist.

Revenue recognition. Revenue is recognised in an amount that reflects the consideration to which the Group
is expected to be entitled in exchange for the transfer of goods or services promised to the custemer, when (or
as) controd is transferred.

The Group defines the following performance cbligations: sales of electricity in the wholesale market, sales of
capacity in the wholesale market, sales of electricity and capacity in the retail market, sales of heat and hot
water, rendering services for electricity transportation, rendering services for connections to the grid, other
revanue,

The Group transfers control of a good or service over time and, therefore, satisfies a performance obligation
and recognises revenue over time for the following revenue; sales of electricity and capacity in the retail and
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wholesale markets, sales of heat and hot water and rendering services for electricity transportation, Revenue
is recognised in the amount which the Group has the right to invoice, as this amount represents the value the
customer receives upon fulfillment of the contract,

With respect to the revenue from electric grid connection, the Group applied judgement and considers that the
connection is a separate peformance obligation recognised in a point in time when the service has been
provided. According to the electric grid connection senvice agreements, the Group i under no further
abligation to the buyer once the service has been provided. When for provision of electric grid connection
services, the Group directly enters into agreements for connection to electric grids owned by external gnd
operators, the Group recognises revenue from provision of services to the buyer on a gross basis,

Cther revenue is racognised at a point in time,

Contracts for all types of revenue do not contain a significant financing component as the terms of payments
agreed by contracting parties do not provide 1o the custamers or Lo the Group significant benefit of financing,
The Group does not expect to have any contracts where the period bebween the transfer of the promisad
goods or services o the customer and the payment by the customer exceeds one year, As a consequence,
the Group does not adjust any of the transaction prices for the time value of money.

Confract assets are not significant. Accounts receivable are recognised when the Group receives the
unconditional right to get the remunearation under the contract.

Confract liabilities are represented by advances received included in accounts payable and accruals and othar
nan-cumant liabilities.

Government grants. Government grants are a compensation for the incurred expenses, losses and reduced
tariffs to the guarantying suppliers — Group companies, in relation to the achievement of basic rates (tariffs).
Government grants are accounted for within operating income and if the there is a reasonable assurance that
the grant will be received and the Group will comply with all attached conditions and are recognised at fair
value, Grants are recognised during the pericd so as to match costs with respective compensation or, if grants
are compensating for the losses incurred previously, they are recognised when receipt of the grant becomes
probable. Government grants are included in cash flows from operating activities.

Earnings per share. The camings per share are determined by dividing the profit attributable to ordinary
sharaholders of the Company by the weighted average number of ordinary shares outstanding during the
reporting perod, excluding the average number of treasury shares held by the Group.

Share capital. Incremental costs directly attributable to the issue of new shares or options are shown in equity
as a deduction, net of tax, from the proceeds. Any excess of the placement value over the par value of shares
issued i recorded as share premium in equity.

Treasury shares. Whers the Company or its subsidiaries purchase the Company’s equity instruments, the
consideration paid, including any directly attributable incremental costs, net of income taxes, is deducted from
equity aftributable to the Company's owners until the equity instruments are reissued, disposed of or
cancelled. In case the consideration paid is non-cash asset, the treasury shares received are recognised at
the fair value of this assat. Where such shares are subsequently sold or reissued, any consideration received,
net of any directly atiributable incremental transaction costs and the related income tax effects, is included in
equity attributable to the Company’s owners.

Dividends. Dividends are recorded as a liability and deducted from equity in the period in which they are
declared and approved. Any dividends declared after the reporing period and before the consolidated
financial statements are authorised for issue are disclosed in the subsequent events note,

Provisions for liabilities and charges. Provisions for liabilties and charges are mon-financial kabilities of
uncertain timing of amount. They are accrued when the Group has a present legal or constructive obligation
as a result of past events, it is probable that an outflow of resources embadying economic banefits will be
required to settle the cbligation, and a reliable estimate of the amount of the obligation can be made.
Provisions are measured at the present value of the expenditures expected fo be required to settie the
obligation using a pre-tax rate that reflects curment market assessments of the time value of money and the
risks specific to the obligation. The increase in the provision due to passage of time is recognised as an
interest expense.

Levies and charges, such as taxes other than income tax or regulatory fees based on information related to a
period before the oblgation to pay arises, are recegnised as liabilities when the obligating event that gives rise
to pay a lavy occurs, as idenfified by the legislation that triggers the abligation to pay the levy, If a levy is paid
before the obligating event, it is recognised as a prepayment.

Social expenditure. To the extent that the Group's contributions to social programmes benefit the community
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at large without crealing constructive obligations to provide such benefits in the future they are recognised in
the consclidated income statement as incurred.

Financlal guarantees. Financial guarantees require the Group to make specified payments to reimburse the
halder of the guarantee for a loss it incurs because a specified deblor fails to make payment when due in
accordance with the original or modified terme of a debt instrument. Financial guarantees are initilly
recognised at their fair value, which is normally evidenced by the amount of fees received. This amount is
amortised on a straight-line basis over the life of the guarantea. At the end of each reporting period, the
guarantees are measured at the higher of (i) the amount of the loss allewance for the guaranteed exposure
determined based on the expected loss model and (i) the remaining unamortised balance of the amount at
initial recognition.

Segment reporting. Segments are reported in a manner consistent with the intemal 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 separataly.

Reclassifications. Certain reclassifications have been made to prior year data to conform to the current year
presentation. These reclassifications are not material.

Critical accounting estimates and judgments in applying accounting policies

The Group makes estimates and assumptions that affect the amounts recognised in the Consolidated
Financial Staterments and the camying amounts of assels and labilities within the next financial year.
Estimates and judgments are continually 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.
Management also makes certain judgments, aparnt from those invelving estimations, in the process of applying
the accounting policies. Judgments that have the most significant affect on the amounts recognised in the
consolidated financial statements and estimates that can cause a significant adjustment to the carrying
amount of assats and |@bilties within the next financial year include:

ECL measurement. Measurement of ECLs is a significant estimate that involves determination methedalegy,
models and data inputs. The following components have a major impact on credit loss allowance: definition of
default, significant increase in credit risk, probability of default. The Group regularly reviews and validates the
medels and inputs to the models to reduce any differences betvween expecied credit loss estimates and actual
losses on accounts recaivable.

In order to determine whether there has been a significant increase in credit risk, the Group compares the risk
of a defaul occurming over the life of a financial instrument at the reporting date with the risk of default at the
date of initial recognition. The assessment considers relative increase in credit risk rather than achieving a
specific leval of credit risk at the reporting date. The Group considers all reasonable and supportable forward-
looking information available without undue cost and effort. which includes a range of factors, including
behavioural aspects of particular groups of customers. The Group identifies behavioural indicators of
increases in credit risk prior to delingquency and incorporates appropriate forward-locking information into the
credit risk assessment, either for an individual counterparty, or for groups of counterparties,

The ECL rates are based on the payment profiles of sales over a peried of 60 months before 31 December
2019 and 48 months before 31 December 2018 respectively and the corresponding historical credit losses
experienceod within this period. The histerical loss rates are adjusted to reflect cument and forwand -looking
information on macroeconomic factors affecting the ability of the customers to seftle the receivables. The
Group has identified inflation to be the most significant factor, and accordingly adjusts the historical loss rates
based on expectad changes in the inflation rate. A change of the inflation rate by +/- 0.5% would result in the
expected level of losses changing by +/- 0.7% respectively.

Wethed of accounting for and valiation of a non-deliverable forward contract for the shares. Tha
management treats the transaction on acquisition by PJSC Bank VWTB (the "Bank”) of 55 billion of the
Company's ordinary shares — 40 bilkon of additionally issued shares and 15 billion of treasury shares carried
on the Group subsidiaries’ balance sheet and entering into a non-deliverable forward contract for these shares
(Note 20) in March 2017 as two separate transactions. The sale of shares was recorded in equity and
a derivative financial instrument was recognised.

The terms and conditions of the share sale imply transfer of risks and rewards in connection with these
shares, such as dividend payments received by the Bank and paricipation in the Company’s management. No
obligations for their repurchase and conversion into a differant financial instrument, guarantees or binding
agreements arise for the Company. Given the above and the fact that the international financial reporting
standards do not prescribe accounting treatment for the risks and rewards transfer procedure for treasury
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shares, the Group management concluded that the transaction should be presented on the basis that the
Bank is the beneficial owner of the Company's shares.

In the Group management's opinion, the decreasa in the prepaid foreard value by the amounts equivalent to
dividends received by the Bank does not directly represent retumn of dividends, and, therefore, does not limit
thae Bank in terms of obtaining rewards from share ownership. According to the forward contract, there will be
significant delays in the offsat of cash flows (for a period exceeding three months from the date when
dividends are received by tha Bank), and the Bank will be able to place the received dividends not anly in cash
and cash equivalents but other instruments for the period exceeding three months as well, and it will be able to
receive income and subsequently reinvest it multiple times.

As the issue of shares is recorded in equity and also as both the issue of shares and the conclusion of the
non-deliverable forward contract are camied out by decision and in the interests of the state as the ultimata
controlling party, the initial recognition of the non-deliverable forward contract for these shares is also recorded
in equity as a shareholder transaction,

The effect of these critical accounting estimates in respect of a non-deliverable forward contract fair value and
the key assumptions are disclosed in Note 20.

Recognition of @ premium fo the price of capacity with subseguent transfer of the collected amounts
to the budgets of the respective regions. In July 2017, Resolution of the Russian Government Mo, 895 “On
achievement of basic rates (tariffs) for electric power (capacity) in the territories of the Far East Federal region”™
became effective. This Resolution stipulates the application of a premium to the price of capacity provided by
the Group in the price zones of the wholesale electricity and capacity market with subsaquent transfer of the
amounts collected to the constituent budgets of the Far East Federal region in the form of free-of-charge
targeted contributions.

Constituent regions are obliged to use these contributions to compensate the guaranteeing suppliers of the
Far East Federal region for the reduction in tariffs to the basic levels. According to the Resolution tariffs were
reduced retrospactively starting from 1 January 2017,

The amount of the premium that should be transferred to the regional budgets in the form of free -ofcharge
targeted contrbutions is stipulated by the Resclution of the Russian Government and for the year ended
31 December 2019 was RR 32,077 milion (for the year ended 31 December 2018: RR 35,032 million).
Taking into account that the Group collects the premium and subsequently transfers it to the respective
regional budgets on behalf of the Russian Government, the management of the Group concluded that the
Group's revenue from the sale of capacity in the amount of the premium should be presented In the
consofidated income staterent net of refated free-of-charge targeted contributions.

Government subsidies receivable by the Group's companies — guaranteeing suppliers under the rules of the
Resolution of the Russian Government Mo. 885 are recognised in government grants {Mote 25), Government
grants are recognised when there is a reasonable assurance that the grant will be received and the Group will
be able to comply with all attached conditions.

Impairment of non-financial assets. Impairment of nen-financial assets includes mpairment of property,
plant and equipmeant and impairmeant of investments In associates and joint ventures.

The effect of these critical accounting estimates and assumptions is disclosed in Notes 8 and 8,

Recognition of deferred tax assets. At each reporting date management assesses recoverability of deferrad
tax assets arising from operating losses and asset impairments in the context of the current economic
environment, particularly when current and expected future profts have been adversely affected by market
conditions, Management considers first the future reversal of existing deferred tax liabilties and then considers
future taxable profits when evaluating deferred tax assets. The assessment is made on a taxpayer basis. The
future taxable profits and the amount of tax benefits that are probable in the future are based on the medium-
term business ptans of the Group companies prepared by managemant and extrapolated results thereafter,

Management considered the recoverability of recognised deferred tax assets, including those on tax losses
carmied forward, as probable due to existence of taxable temporary differences which recoverability is
expected in future and of high probability of deferred tax assets being recoverable through future taxable
profits (Mote 17).

Useful life of property, plant and equipment. The estimation of the useful ke of an item of property, plant
and equipment is a matter of management judgement based upon experence with similar assats, and other
factars, In determining the useful life of an asset, management considers the expected usage, estimated
technical ebsolescence, physical wear and tear, warranty terms as well as the environment in which the asset
is operated. Changes in any of these conditions or estimates may result in adjustments to future depreciation
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rates which can affect the reported income and the camying value of property, plant and equipment.

Note 3. Adoption of new or revised standards and interpretations

Adoption of IFRS 16, Leases. On adoption of IFRS 16, Leases, as at 1 January 2019 the Group recognised
leaze liabilities in relation to leases which had previcusly bean classified as operating leases in accordance
with 145 17, Leases. The Group applied transition requirements and practical expedients, which has been
provided for in the standard.

The Group applied the modified retrospective method without restatement of comparatives which presumes
recognition of cumulative effect of initial application at the date of the initial application. Right-of-use assets
wera recognised in an amount equal to the lease liability, adjusted by the amount of lease payments made or
accrued in advance in connection with such lease, which is recognised in the Statement of Financial Position
immediately prior to the date of initial application. In addition, impaiment of right-of-use assets in the amount
of RR 61 million was recognised in respect of cash-generating units with negative discounted cash flows.

Lease Babilities were measured at the present value of the remaining lease payments, discounted as at
1 January 2019 using the lessee’s incremental borrowing rate, that was 8.31 percent. The Group applied
unified approach to one-type lease contracts excluding short-term leases and leases of low-value assals.

The Group did not change the initial carrying amounts of recognised assets and Eabilities at the date of initial
application for leases previously classified as finance leases. The requirements of IFRS 16, Leases, were
applied to these leases from 1 January 2018,

The Group did not recognise assets and liabilities under operating lease agresments for which the rental
payment is variable. depends on the cadastral value of the land and is variable.

Reconciliation of lease liabilities as at 1 January 2019 to the non-cancelable operating lease commitments as
at 31 December 2018 is presented balow:

Opearating lease commitments as at 31 December 2018 732
Adjusted at
commitments relating to land lease agreements with variable payments (26, 564)
commitments relating to shori-tenm leases {110)
commitments relating to laases of low-value assels (82
commitments relating to rendering service conlracks previously classified as leases {1,545)
revised kease terms and ofher adjustments (2.274)
Adjusted operating lease commitments as at 31 December 2018 8,747
Present value of operating lease cammitments as at 1 January 2019 5,180
Commitmeris relating 1o leases previously classified as finance leases 729
Lease liabilities as at 1 January 2019 5818
Including
Shon-term lease liabilities 1,186
Long-term lease liabities 4733

The carrying amount of the right-of-use assets recognised due to implementation of IFRS 18, Leases, relates
to the following greups of property, plant and equipment:

1 January 2018
Budldings 1,402
Facilities 2575
Plant and eguipment 1,075
Cther iT
Total right-of-use assets due to adoption of IFRS 16 5129

Changes in right-of-use assels are disclosed in Note 8.
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The effect of adoption of IFRS 16, Leases, on certain types of assets, liabilties and equity as at 1 January
2019 is as follows:

31 December 2018 Change 1 January 2018
Assats
Propery, plant and equipment GED 424 5120 B74 553
Impact on total assets 659,424 5,129 674,553
"Equity and liabilities T
HNon-currert debt 157,848 4107 162,055
Current debt and current portion of non-current debt 36 899 1,083 30 5682
Retained earnings and olher resenes 115523 {61} 115 462
Impact on total equity and liabilities 2370 5,129 317,499

Infarmation about lease abilities is disclosed in Note 19,

The significant new accounting policies applied in the cumment period are describad in Mote 2. Accounting
policies applied to lease contracts prior to 1 January 2019 and applicable to the comparative informaticn are
disclesed in Note 35,

Other revised standards and interpretations. The following new standards, amendments to standards and
interpretations became effective from 1 January 2019 but did not have any material impact on the Group's
consolidated financial statemants:

« [FRIC 23, Uncertainty over Income Tax Treatments (issued on 7 June 2017 and effective for annual
pericds beginning on or after 1 January 2018).

+ Prepayment Features with Negative Compensation — Amendments to IFRS 9 (issued on 12 October 2017
and effective for annual periods beginning on or after 1 January 2019).

« Long-term Interests in Associates and Joint Ventures — Amendments to 1AS 28 (issued on 12 October
2017 and effective for annual pariods beginning on or after 1 January 2019,

« Annual Improvements to IFRSs 2015-2017 cycle — Amendments to IFRS 3, IFRS 11, IAS 12 and IAS 23
{issued on 12 December 2017 and effective for annual periods beginning on or after 1 January 2013).

+ Plan Amendment, Curtailment or Settlement — Amendments to 1AS 19 (issued on 7 February 2018 and
effective for annual periods beginning on or after 1 January 2013).

Note 4. MNew accounting pronouncements

Certain new standards and interpretations have been issued thal are mandatory for the annual perieds
beginning on or after 1 January 2020 or later, and which the Group has not early adopted.

Sale or Contribution of Assets between an Investor and its Associate or Joint Venture - Amendments
to IFRS 10 and IAS 28 (issued on 11 September 2014 and effective for annual periods beginning on or affer a
date fo be determined by the [ASB|. 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 transaction involves a business. A parial gain or loss is recognised when a transaction involves assets
that do not constitute a business, even if these assets are held by a subsidiary. The amendments will have no
significant impact on the Group's consolidated financial statements.

IFRS 17 "Insurance Contracisfissuved on 18 May 2017 and effective for annual perads beginning on or
after 1 Januvary 2021). IFRS 17 replaces IFRS 4, which has given companies dispensation to carry on
accounting for insurance contracts using existing practices. As a conseguence, it was difficult for investors to
compare and contrast the financial performance of otherwése similar insurance companies. IFRS 17 is a single
principle-based standard to account for all types of insurance confracts, including reinsurance contracts that
an insurer holds. The standard requires recognition and measurement of groups of insurance contracts at: (i) a
risk-adjusted present value of the future cash flows (the fulfiment cash flows) that incorporates all of the
available information about the fulfilment cash flows in a way that is consistent with observable market
information; plus (i this value is a liability) or minus {if this value is an asset) (i) an amount representing the
unearned profit in the group of contracts (the contractual service margin). Insurers will be recognising the profit
from a group of insurance contracts over the period they provide insurance coverage, and as they am
released from risk. If a group of contracts is or becomes loss-making, an entity will be recognising the loss
immediately. The new standard will have no significant impact on the Group's consolidated financial
statements.
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Amendments fo the Conceptual Framework for Financlal Reporting (issued on 29 March 2018 and
effective for annual perods beginning on or affer 1 January 2020). The revised Conceptual Framework
includes a nevw chapter on measurement, guidance on reporting financial performance; mproved definitions
and guidance = in particutar the definition of a liability, and clarifications in important areas, such as the roles
aof stewardship, prudence and measurement uncertainty in financial reporting. The amendments will have no
significant impact on the Group’s consolidated financial statements.

Definition of a business — Amendments to IFRS 3 (izsued on 22 Ccfober 2018 and effective for acquisitions
from the beginning of annual reporting period that starts on er after T January 2020).The amendments revise
definition of a business. A business must have inputs and a substantive process that together significantly
contribute to the ability to create outputs. The new guidance provides a framework to evaluate when an input
and a substantive process are present, including for eary stage companies that have not generated outputs,
An organised workforce should be present as a condition for classification as a business if are no outputs. The
definition of the term ‘outputs’ is narmowed to focus on goods and services provided to customers, generating
imvestment income and other income, and it excludes retums in the form of lower costs and other economic
benefits. It i also no longer necessary to assess whether market participants are capable of replacing missing
elements or mtegrating the acquired acthvities and assets. An entity can apply a 'concentration test”. The
assets acquired would not represent a business i substantially all of the fair value of gross assets acquired is
concentrated in a single asset (or a group of similar assets), The amendments are prospective and the Group
will apply them and assess their impact frem 1 January 2020.

Definftion of materiality — Amendments to IAS 1 and (AS 8§ [issued on 31 Ocfober 2018 and effective for
annual pericds beginning on or affer 1 January 2020). The amendments clarify the definition of material and
how it should be applied by including In the definition guidance that until now has featured alsewhere in IFRS.
In addition, the explanations accompanying the definition have been improved. Finally, the amendments
ansure that the definition of material is consistent across all IFRS Standards. Information is material if omitting,
misstating or obscuring it could reasonably be expected to influence the decisions that the primary users of
genaral purpose financial statements make on the basis of those financial statements, which provide financial
information about a specific reporting entity. The amendments will have no significant impact on the Group's
consolidated financial statements,

Interest rate benchmark reform - Amendments to IFRS 8, IAS 39 and IFRS T (issued on 26 Sepfember
2018 and effective for annual periods beginning on or after 1 January 2020). The amendments were triggered
by replacement of benchmark interest rates such as LIBOR and other inter-bank offered rates ('IBORs’). The
amendments provide temporary relief from applying specific hedge accountfing reguirements to hedging
relationships directly affected by the IBOR reform. Cash flow hedge accounting under both IFRS 8 and 1AS 359
requires the future hedged cash flows to be ‘highly probable’. Where these cash fiows depend on an |IBOR,
the relief provided by the amendments requires an entity to assume that the interest rate on which the hedged
cash flows are based does not change as a result of the reform. Both 1AS 39 and IFRS 9 require a forward-
looking prospective assessment in order to apply hedge accounting. While cash flows under |IBOR and IBOR
replacement rates are cumently expected to be broadly equivalent, which minimises any ineffectiveness, this
might no longer be the case as the date of the reform gets closer. Under the amendments, an entity may
assume that the interest rate benchmark on which the cash flows of the hedged tem, hedging nstrument or
hadged risk ara based, is not alterad by IBOR reform. IBOR reform might also cause a hedge to fall outside
the 80-125% range required by refrospective test under 1AS 39, IAS 39 has therefore been amended to
provide an exception to the retrospective effectiveness test such that a hedge is not discontinued during the
period of |1BOR-refated unceainty solely because the retrospective effectiveness falls outside this range.
Hewever, the other requirements for hedge accounting, including the prospective assessment, would still need
to be met. In some hedges, the hedged Rem or hedged risk is a non-contractually specified IBOR risk
component. In erder for hedge accounting to be applied, both IFRS 9 and I1AS 38 require the designated risk
component to be separately identifiable and reliably measurable. Under the amendments, the risk component
only needs to be separately identifiable at initial hedge designation and not on an ongoing basis. In the context
af a macro hedge, where an entity frequently resets a hedging relationship, the relief applies from when a
hedged itern was inftially designated within that hedging relaticnship. Any hedge ineffectiveness will continue
to be recorded in profit or loss under both 145 39 and IFRS 9. The amendments set out triggers for when the
reliefs will end, which include the wncertainty arising from interest rate benchmark reform no longer being
present. The amendments require entities to provide additional information to investors about their hedging
relationships that are directly affected by these uncertainties, including the mominal amount of hedging
instruments to which the reliefs are applied, any significant assumptions or judgements made in applying the
reliefs, and qualitative disclosures about how the entity is impacted by IBOR reform and is managing the
fransition process. The amendments will have no significant impact on the Group's consclidated financial
statements.
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Classification of Habilities as current or non-current — Amendments fo J1AS 1 (issued on 23 January 2020
and effective for annual periods beginning on or affer 1 January 2022) These narrow scope amendments
clarify that liabilities are classified as either curent or non-current, depanding on the rights that exist at the end
of the reporting period. Liabillities are non-current i the enfity has a substantive right, at the end of the
reporting period, to defer settlement for at least twelve months. The guidance no lenger requires such a right
to be unconditional. Management's expectations whether they will subsequently exercise the right to defer
settlement do not affect classification of liabilities. The right to defer only exists § the entity complies with any
relevant conditions as of the end of the reporting period. A liability is classified as cumrent if a condition is
breached at or before the reporting date even if a waiver of that condition is abtained from the lender after the
end of the reporting period, Conversaly, a loan is classified as non-current if a loan cavenant is breached only
after the reporting date. In addition, the amendments include clarifying the classilfication requirements for debt
a company might settle by converting it into equity. 'Settlement’ is defined as the extinguishment of a Bability
with cash, other resources embodying economic benefits or an entity’s own aquity instruments. There is an
exception for convertible instruments that might be converted into equity, but only for those instruments where
the conversion option is classified as an equity instrument as a separate component of a compound financial
instrument. The Group is currently assessing the impact of the amendments on its financial statements.

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

MNote 5. Principal subsidiaries

All principal subsidiaries are ncorporated and operate in the Russian Federation. Differances between the
ownership interest and voting interest held by some subsidiaries represent the effect of preference shares
and ! or effects of indirect ownership, or shares of limited lability companies (LLC).

The Group aperates in the three main reportable segments one of which is represented by the Group's parent
company — PJSC RusHydro (Note 6). The principal subsidiaries are presented below according to their
allecation to the reportable segments as at 31 December 2019 and 31 December 2018,

ESC RusHydro subgroup segment

ESC RusHydro subgroup scgment includes the Group's subsidiaries which sell electricily to final customers.
All the entities included in this segment with the exception of JSC ESC RusHydro have the guaranteeing
supplier status and are obliged to sign contracts on supplies with all final consumers of their region upon their
raquest.

31 December 2018 31 December 2018
Fhof %ol
ovmership % ofvoting  ownership % of voting
JSC ESC RusHydio 100.00% 100.00% 100.00% 100.00%
FJSC Krasnoyarskenergostyt BE.81% 29 40% B5.81% B3 40%
PISC Ryaranenerposbyt 90 52% 20 52% 90.52% 50.52%
JSC  Chuvashskaya Clediricily Sales Company 100.00%  100.00% 100.00% 100.00%

RAQ ES East subgroup segment

RADO ES East subgroup segment consists of JSC RAD ES East and its subsidiaries that generate, distribute
and sell electricity and heat in the Far East region of the Russian Federation and render transportation,
construction, repair and other services.
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Principal subsidiaries of this segment are presented belows

31 Dacember 2019 31 December 2018
% of % of

ownership % of voting awnership % of voting
JSC RAODES East 09 98% £0.098% 593.98% G0 98%
FJSC DEK 5211% E217% 52.11% 52.17%
JSC DEK 5211% 100.00% 2.11% 100.00%
JSC DRSK 52 11% 100.00% 52.11% 100,00%
FJISC Kamchatskenergo 08 T4% 28 75% 98.T2% S8.T74%
PJSC Magadanenergo® 45.99% 48.00% 48,99% 43.00%
PISC Sakhalinenergo 76.50% 76.60% 57.80% 67 82%
PJISC Yakulskenergo 79.15% 79.168% 78,15% 78, 16%

* Controd ever PJSC Magadanenaige i achieved by Mhe majardy of volas on ihe sharehoklers maaling because Me /emaning part of the
shares nof owned by the Group are disiribited among 8 ige number of sharmhodiors the fndhvidual stakes of which are insignificant

Other segments

Cther segments include:

# the Group's subsidiaries engaged in production and sale of electricity and capacity;

=« the Group's subsidiaries primarily engaged in research and development related to the utilities industry
and construction of hydropower facilities;

« the Group's subsidiaries engaged in repair, upgrade and reconstruction of equipment and hydropower
facilties;

+  the Group's subsidiaries engaged primanily in hydropower plants construction;

«  minor segments which do not have similar economic characteristics.

Principal subsidiaries included in other segments are presented below:

31 Decamber 2019 31 December 2018
%hof Shof

ownership “hofvoting  ownership % of voting
JEC  Blagoeschensk TRP 100.00% 100.00% 100.00% 100.00%
JSC VMG named after B, E, Vedeneey 100.00% 100,00% 100.00% 100.00%
JSC  Gidroremont-VKK 100.00% 100.00% 100.00% 100.00%
JSC  Zagorskaya GAES-2 100.00% 100.00% 100000% 100.00%
JSC  Zammag HS 29.75% 9. T5% 29.75% 89.75%
JSC Institute Hydroproject 100.00% 100.00% 100.00% 100.00%
FJSC Holmasnergo 98.76% 98, 76% 98.76% 55, 76%
JEC  Lenhydrogrogect 100.00% 100.00% 100.00% 100.00%
JSC  Mizhne-Bureiskaya HFP 100.00% 100.00% 100.00% 100.00%
JSC  Sakhalin GRES-2 100.00% 100.00% 100.00% 100.00%
JSC  TPPIn Sevetskaya Gavan 100.00% 100.00% 100.00% 100 00%
JSC  Ust-Srednekangessiroy 98 76% 100.00% 98.76% 100.00%
JEC  Ust-Sednekarskaya HPP named after A F. Dyakav 88.63% 100 00% 93.63% 100.00%
JSC  Chirkeigesstroy 100.0:0% 100.00% 100.00% 100.00%
JSC  VYakuiskays GRES-2 100.0:0% 100.00% 100.0:0% 100 00%
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Non-controlling interest

Summarised financial information related to subsidiaries with significant amount of non-controlling interest

before elimination of operations betwesn the Group's subsidiaries is presented balow:

RAQ ES East subgroup including DEK subgroup

31 December 31 December 31 December 31 December
Financial position 2019 2018 2019 2018
Share of non-controlling interest 0.02% 0.02% 47 89% 47 .89%
Share of voling rights, atiributabie to

_man-contralling inferest 0.02% 0.02% 47 83% 47 B3%
Mon-gurrent assals 144 B17 126,887 55,824 B3 618
Current assets BE6.915 83,725 36,720 44 565
Mon-current lizbiities (128 102) {114,482) (692 635) (70,153)
Current liabilities (98,324) [B5,871) {42 S85) 150,47 4)
Net assets / (liabilities) 5,106 7,249 (33,087) {12,444)
Calculated value of non-controlling
interast 7,663 13,228 1,758 5183
Adjustment to non-controlling interest due o
recognition of lcan received from the parent
company of the Group at fair value (4,309) {4,308) (3.438) (3,438)
Carrying value of non-controlling interest 3,244 BT {1,882) 1,744
Year ended Year ended Year ended Year ended

31 December 31 December 31 December 3 December
Financial resulis 2019 2018 2019 2018
Revenus 190,315 177877 138,803 124928
Loss for the year {10,628) (207) (6, 793) {4,043)
Tatal comprehenshe (loss) f income for
the vear {11,339) 236 (7.264) (3,694)
{Losg) / prafit for the year, attributable to
man-contrafling interest (4, 740) 566 (3,253) (1.936)
Changes in other comprehensive income,
aliributable o non-corralling interest {252) 202 (223) 166
Cash flows
Cash generated ! (used) by cperating
acthaties 8459 17,051 {5,092} 3,680
Cash used in invesling activities {21,058) [{23,543) {10,592) (5,070)

_Cash generated by firancing activities 12 738 11,71 13,730 6139

{Decrease) ! increase in cash and cash
equivalents (288) 5108 {1,084) 3848

The rights of the nen-controfling shareholders of the presentad subgroups are determined by the Federal Law
“On Joint Stock Companies® and the charter documents of JSC RAQ ES East and PJSC DEK.
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MNote 6. Segment information

Operating segments are components of the Group engaged in operations from which they may earn revenue
and incur expenses, incduding revenue and expenses relating to transactions with other components of the
Group. The individual financial information of the operating segmeants, which based on the same principles as
the present consolidated financial statements, is available and is regutarly reviewed by the chief operating
decision maker (CODM) to make operating decisions about resources to be allocated to the segments and the
performance of the segments’ operating activities.

The CODM analyses the information concerning the Group by the groups of operations which are aggregated
in operating segments presented by the following separate reportable segments: PJSC RusHydre (the
Group's parent company), ESC RusHydro subgroup, RAC ES East subgroup and other segments (Mote 5),
Transactions of other sagments are not disclosed as reportable segments based on quantitative indicators for
the periods presented.

Management of operating activities of segments is performed with direct participation of individual segment
managers accountable to the CODM. Segment managers on a regular basis submit for approval to the CODM
results of operating activities and financial performance of segments. The CODM approves the annual
business plan at the level of reportable segments as well as analyses actual financial performance of
segmaents. Management bears responsibility for execution of approved plan and managemant of operating
activities at the level of segments.

The segments’ operational results are assessed on the basis of EBITDA, which is calculated as operating
profit { loss excluding depreciation of property, plant and equipment and amortisation of intangible assets,
gains on changes in the carrying value of financial assets at fair value through profit or loss, impairment of
property, plant and equipment, impairment of of financial assets, gain / loss on disposal of property, plant and
equipment and other non-monetary items of operating income and expensas. This definition of EBITDA may
differ from the methods applied by other companies. Management believes that EBITDA represents the most
useful means of assessing the performance of ongoing operating activities of the Group's operating segments,
as it reflects the eamings trends excuding the impact of the above charges.

Segment information alse contains capital expenditures and the amount of debt as these indicators are
analysed by the CODM. Intersegment debt balancas are eliminated from these disclosures.

Other information provided to the CODM is consistent with the information presented in the Group's
consolidated financial statements.

Intersegment sales are carried out at market prices,

Segmaent information as at and for the years ended 31 December 2018 and 31 December 2018 is presented
below,
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Note 7. Related party transactions

Parties are generally considered to be related if they are under commeon control or if one party has the ability
to control the other party or can exercise significant influence or joint control over the other party in making
financial and operational decisions. In considering each possible related party relationship, attention is
directed fo the substance of the refationship, not merely the legal form.

The Group's principal related parties for the years ended 31 December 2019 and 31 Decamber 2018 were
associates and joint ventures of the Group (Note 2) and govemment-related entities.

Joint vantures
The Group had the following batances with its joint ventures:

HNote 31 December 2019 31 Dacember 2018

Lang-term promissony notes 10 B IB7 T.551
The Group had the following transactions with its joint ventures:

Year ended Year anded

31 December 2019 31 December 2018

Sakes of alectncity and capacity 441 293

Other evenue 143 458

Purchased electricity and capacity 438 7

Associafes

The Group had the following batances with its associates:

31 December 2019

3 December 2018

Trade and other recaivables 500 =13
Accounts payvable 1,679 1,883
The Group had the following transactions with its associates:
Year ended Year ended
31 December 2018 31 December 2018
Sales of electricity and capacity 1,784 1,647
Sales of heat and hot water 1,179 1,210
Oiher revenus 110 111
Rarnt B35 615
Government-related entities

In the normal course of business the Group enters into transactions with the entities related to the
Governmeant,

The Group had transactions during the years ended 31 December 2019 and 31 December 2018 and balances
oulstanding as at 31 December 2019 and 31 December 2018 with the government-related banks (Neotes 10,
11, 14, 18). All transactions with the banks are camied out at market rates. The Company also entered into a
non-deliverable forward confract for its treasury shares and cross-currency and interest rate swap
arrangemant with PJSC VTB Bank (Motes 10 and 20).

The Group's sales of electricity, capacity and heat to govemment-related entities comprised approximately
20 percent of total sales of electricity, capacity and heat for the year ended 31 December 2019 (for the year
ended 31 December 2018 approximately 20 percent). Sales of electricity and capacity under the regulated
contracts are made directly to the consumers, within the day-ahead market (DAM) — through commission
agreements with JSC Centre of Financial Settlements (CFS). Electricity and capacity supply tariffs under the
regulated contracts and electricity and heat supply tariffs in the non-pricing zene of the Far East are approved
by the Federal Antimonopoly Service and by regional regulatory authorities of the Russian Federation. On the
DAM, the price |s determined by balancing the demand and supply and such price s appled to all market
participants.

During the year ended 31 December 2019 the Group recaived govemment subsidies of RR 32,983 million (for
the year ended 31 December 2018; RR 41,648 million) (Mote 25,

Government subsidies receivable comprised RR 852 million as at 31 December 2019 (31 December 2015;
RR 2,539 million) (Mote 12). There wera no accounts payable on free-of-charge targeted contributions of the
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Group as at 31 December 2019 and 31 December 2018.

The Group's purchases of electricity, capacity and fuel from government-related entities comprised
approximately 30 percent of tolal expenses on purchased electricity, capacity and fuel for the year ended
31 December 2018 {for the year ended 31 Decamber 2018: approximately 30 percent).

Grid companies services on electricity distribution provided to the Group by government-related entities
comprised approximately 80 percent of total alectricity distribution expanses for the year ended 31 Decamnber
2019 (for the for the year ended 31 December 2018: approximately 80 percent). The distribution of electricity
is subject to tariff regulations.

Key management of the Group, Key management of the Group includes members of the Board of Directors
of the Company, members of the Management Board of the Company, heads of the business subdivisions of
the Company and their deputies, key management of subsidiaries of the RAD ES East subgroup segment.

Remuneration to the members of the Board of Directors of the Company for their services in their capacity and
for attending Board meetings s paid depending on the results for the period and ks calculated based on
specific remuneration policy approved by the Annual General Shareholders Meeting of the Company.

Remunaration to the members of the Management Board and to other key management of the Group is paid
for their services in full time management positions and i made up of a contractual salary and performance
bonuses depending on the results of the work for the period based on key performance indicators approved by
the Board of Directers of the Company.

The main compensation for key management of the Group is mostly shoit-term except for payments under
pension plans with defined benefils. Pension benefits for key management of the Group are provided on tha
same terms as for the rest of employees,

Short-term remunaration paid to the key management of the Group for the year ended 31 December 2019
comprised RR 1,617 million including an accrual for bonuses in the amount of RR 410 million (for the year
ended 31 December 2018: RR 1,623 million including accrual for bonuses in the amount of RR 388 milion).
The accrual for bonuses for the year ended 31 December 2018 includes remuneration under the Company's
top management lang-term moltivation program as expected based on the 2015 results,
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Mote 8. Property, plant and equipment

Assets

Plant and under Right-of-
Cost Buildings  Facilities equipment construction  Other useassets  Total
Balance as at 21 December 2018 87468 322228 396499 308,999 45,343 - 1,430,537
Recalculabon due to adopton of
IFRS 16 - - - - - 5180 5,180
Lease assete previously clessified
as finance leases, as at 1 January
2019 . (1.078) {1,555) : (108) 2738
Balance as at 1 January 2019
{restated) 87468 321,150 394,944 308998 15238 TO2E 11357
Reciassiication 260 (94] {142y . [24) = -
Additions 224 664 882 83,072 2244 1,922 86,718
Transfers 15,303 75,634 58,810 {150, 488) 741 - .
Reclassfication to non-cumrent
aseets and assels of disposal
group classified as held for sale (275) (1.527) {2.597) (35) (109) - {4,547}
Digposals of subsidianes (18] (82) ) (578) 3 - (852)
Disposals and write-offs (A7) (B04) (2,504} {2.015) {508) {1 48 (8, 454)

“Balance as at 31 December 2013 101,894 384,837 449,088 236,953 17479 8461 1,210,712
Accumulated depreciation (including impairment)

Balanceas at31 December 2018 (40,838) (184.544) (185341)  (39.933) (104570 - @61.013)
Recaloulatizn due to adopton of
IFRS 16 - - - = 5 {E1) B1)
Lease assets previcusly classified
as finance leases, as at 1 January
2019 . [1:E:] 1,452 105 (2,285)
Balance a= at 1 January 2019
{restated) (d40,838) (183,856) (183,849) [39,933) (10,352) (2,346)  (481,174)
Reclassfication (47) 76 (54) - 2 . .
Impairment change (2612 (35885 (16.411) (2634} (382 (18) (57,840)
Reversal of mpairment 7 862 842 2,508 19 - 4,408
Depresiation charge {1,558) (6,382 (15,682 - (1,163) 1,03%) (35,822)
Transfers (843 (11.226) (4,385) 16 448 (12 - -

Reclassfication to non-cument
assels and assels of disposal

group classified as held for sale 116 622 831 Fi- 1,645
Disposals of subsidanes 18 B2 3 578 3 - 2]
_Digposals and write-offs 408 552 2,405 352 284 1,3 5,343
Balance as at 31 December 20119 (45,078) (235,045) (216,480) [22,675) (11,902) (2,070]  (532,850]

Net book value as at

31 December 2019 56,916 158,782 232,618 216,278 5977 6,291 677,862

Net book value as at

31 Decembaer 2018 46,630 137,684 211,158 269,066 4,886 - 669,424
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Flantand Assets under
Cost Buildings Facllities equipment construction Other Taotal
Balance as at 31 December 2017 83,908 306,921 358,685 286,572 15,100 1,063,216
Reclagsiication 51 [735) 153 #02 128 -
Additcns 143 55 1,013 73,106 1,308 77,005
Transters 3,838 14,472 34,550 {57,257) 197 -
Dieposals of subsidiaries (30} T (3 - i) (39
Dreposals and write-oifs 572) (780 (2.809) (3.914) {1,480 {9,645
Balance as at 31 December 2018 B7 468 322,228 396,499 308,558 15,343 1,130,537
Accumulated depreciation (including impairment)
Balance as at 31 December 2017 (30,986) (173,658)  (164,381) [32608)  (5,422)  (420,066)
Reclassfication [11) 47 B7 2 (105) -
Impairment charge (2.082) (8743 {15,767} {13,752) (53 {41, 383)
Rimaersal of impairment 2470 4524 8 565 1,557 45 17,162
Depreciabion chage {1,402) {5,981} (14,253) - {1,1100 (22,728)
Transfers {207 {1 353y {1,157 2628 (1) .
Dreposals of subsidanes 18 2 3 - 1 24
Disposals and write-offs A4 558 2,502 2,041 203 50676
“Balance as at 31 December 2018 (40,838) (184544)  (185341) (38,933)  (10,457) (461,113}
Net book value as at
31 December 2018 46,630 137,684 211,158 260,066 4,886 669,424
Met book value as at
31 Decamber 2017 43,952 135,263 194,294 263,963 5,678 643,150

Assets under construction represent the expenditures for property, plant and equipment that are baing
constructed, including power plants under construction, and advances to construction companies and
suppliers of property, plant and equipment. As at 31 December 2018 such advances amounted to
RR 34,850 million {31 December 201 8: RR 33,281 million).

Additions to assets under construction included capitalised borrowing costs in the amount of RR 9,150 million,
the capitalisation rate was 7.85 percent (for the year ended 31 December 2018: RR 8,370 million, the

capitalisation rate was 5.31 percent).

Additions to assets under construction included capitalized depreciation in the amount of RR 438 million (for
the year ended 31 December 2018: RR 342 million).

Other property, plant and equipment include motor vehicles, land, office fitures and other equipment.
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Impairment of property, plant and equiprment as at 31 December 2019 and 31 December 2018

The following key assumptions were used in the impaiment testing for the years ended 31 December 2018
and 31 Decamber 2015;

Key assumptions used in the
impairment testing 31 December 2018 31 December 2018
Actual operating results of generaling units for the respectve
Infarmation used period and basiness plans for S years
(2020-2024) (20182023}

For the generating units operating hydro- and gecthemmal power planis and for
units dealing with electncity transmission = 10 years
(2020-2029) {2019-2028)

For the generating units supplying capacity under capacity sale contracts at new
Fydropower plants, including hydro-accumulating power plants — until the
completion of the capacity sale contracts
13=21 years (201 8-2040) 1417 vears (2019-2035)

For the generaling units operating thermal power plants — based on the
remaining useful life of the key aquipmant

Forecast penod®

1135 years (F020-2054) 1135 years (Z018-2053)
Forecasted growth rates in temrinal
_period 4.4 percent 4.3 parcent
Digzourt rate before tax (based on
weight, e cost of capital) 127-14.9 percent 14 2-16 & percent

Forecast of electricity and capacity
tariffs in the isolated energy

syst and in noa-pricing zane of Based on methodology of tanffs calculation adopted by regulatory authodty

the Far East
Forecast of electricity and capacity Based on the forecast of JSC TSA and forecas! rates on energy prices growth
prices in competitive market prepared by the Ministry of Economic Development of RFE
Forecast of capacity pnces related For 2018-202 — based on the resulls of
to competitive capacity selection = compelitive capacy salection, exsept for
For 2020-2024 - based on the results of sty o Mg gl
competitive capacity seleclon, except for eguialed
For 2022-2025 - in accondance with the
statiars, where requiated tanffs are used :
Drecree af e Governmert of the Russian
For A0 et — 0 UICH oo Feceration from 25101 2008 No 43
consumer price index
For 2026 and after = adjusted for
_ CONSUMAN price (ndex
Forecast of electinicity and capacity Based on the Company’s management assessment of future trends in the
wolumes _ business
Forecast of capital expenditures Based on the management valuation of capital expenditures on

medermisation and reconstruction nrugran-mu
* Managemsni consars (el 8 forecast period grealter than five years i spproprisde 82 § 5 expecied thal cash Mow progcions will nol be
siabfized within fve years However B fvecas! pertd of cash flows wes mainly defieed by remaning vasful e of assels eakd. For
hydroglecing power plands g perod may amoun! dp to 100 years die o the fact thal key asset /5 a dam. In ihis regard the recovermiie
amount of 6aseds was defined bassd on cash fows during the forecasl penod and terminal valies.

The values assigned to the key assumptions represent management's assessment of future trends in the
business and are based on both extemal and internal sources.

Managament of the Group analysed the current economic situation, in which the Group oparates, in order to
detect the indicators of impairment of property. plant and equipment or indicators that an impairment loss
recognised in prior periods no longer exists or decreased.

As a result of the impairment test of property, plant and equipment as at 31 Decamber 2019 the impairment
loss of RR 57840 milion was recognised in the Consolidated Income Statement, mainly related to the
following cash-generating units:
* "Nizhne-Bureiskaya HPP = in the amount of RR 30,735 million, "Sakhalin GRES-2", "Sakhalinenergo”
— in the amount of RR 24,111 million due to the fact that the economically feasible tariffs established
at the assets commissioning date reimburse the capital expenditure without required retum omn
investment.

In addition, impairment less of RR 4,408 milion recognised in respect of property, plant and equipment in
previous reporting periods was reversed in the Consolidated Income Statement, mainly related to the following
cash-generating unis:
« “Zaramag HS", "Morth Ossetian branch® — in the amount of RR 3513 milion due to with the
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commissioning of generating capacities of Zaramagskaya HPP-1, in respect of which contracts for the
sale of power of new HPPs have been concluded, guarantesing payment of capacity for 20 years,
taking into account the payback of the total amount of capital expanditure over the specified period.

The table below shows the sensitivity of the recoverable amount of cash-generating units to key assumptions
as at 31 December 2019:

Recoverable Valuation Significant Reasonable Sensitivity of
amount technique uncbservable inputs  change  recoverable amount
Electricity and capacity -10%
prices and electicty
tariff forecast in (8,180}
Property, plart and Discouinied ::d:lh'l.Bd Tr:jer:nn.pn:g -1%
equipment cash flows 3.':"! neit_ﬂan "GE Far East
Discount rate +1% (8.129)
Capital expenditures +10% (2.955)

Management of the Group believes that property. plant and equipment at Zagorskaya GAES-2 with carrying
amount of RR 50,684 million is not impaired as at 31 December 2018 as there were capacity supply contracts
concluded in respect of new power generation facilties of Zagorskaya GAES-2, that guarantes the payback
period of 20 years for the total cost of construction for the period. In April 2018 the date of fuliiment of
obligations as for capacity supply contracts was deferred to 1 January 2024 by decision of NP Market Council.

As a result of the impairment analysis of property, plant and equipment as at 31 December 2018 their carrying
amount decreased by RR 24,221 milicn, impairment loss was recognised in the Consolidated Income
Statement.

Right-of-use assets. The carryving amounts of the Group's right-of-use assets and the movemeants during the
reparting period are presanted in the table balow:

Right-of-use assets
Plant and
Buildings Facilities equipmeant Other  Toftal
Balance as at 1 January 2018 1,402 2,963 1,140 77 5,582
Adcitions 605 1,017 275 24 18922
Reclassification 232 fera ) ag : A
Depreciation chamge (425) {403 {173 (35) {1,035)
Impairment charge . (14) g (2) (18]
Disposals and write-offs B2) (12 (B2 (2} (158)
Balance as at 31 December 2018 1,733 3,280 1,220 &8 6,291

The weighted average discount rate for the year ended 31 December 2019 was 7.85 percent.

Interest expenses incduded in finance costs in 2019 are reflected in Note 27.
The total amount of cash payments for rent in 2019 amounted to RR 844 million.

The Group leases a number of land plots owned by local governments where the Group's hydropower plants
and other assets are located under non-cancellable lease agresments. According to the Land Code of the
Russian Federation such land plots are limited in their alienability and cannot be privatised. The Group's
operating leases typically run for an initial period of 5-49 vears with an option to renew the lease after that
date. Rental payments depend on the cadastral value of the land and are varable, recognised as part of the
rent expenses in the parod in which the event or condition initiating the payment cccurs.

As at 31 December 2018 future (undiscounted) cash flows in the amount of RR 23,962 million which are
expected to be paid by the Group during the lease term were not included in the lease liabilities because they
included variable lease payments under land lease agreements that depend on cadastral value of the land.
10 percent increase in the cadastral value of land under such contracts would increase total lease payments
by approximately RR 2,398 million.
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The future payments under non-canceliable operating leases in accordance with the rates as at 31 December
2018 were as follows:

31 December 2018

Less than ane year 2223
Between ona and five years 7,381
After five years 27,738
Total operating lease av322

Pledged assets. As at 31 December 2019 and 31 December 2018, no property, plant and equipment and
right-of-use assets have been pledged as collateral for borrowings.

Mote 3. Investments in associates and joint ventures
The Group’s interasts in associates and joint ventures and their carmying values were as follows:
Place of % held Carrying valus
business 31 December 31 December 31 December 31 December
2013 2018 2018 2018
Associates
CUSC bhutsk Electronetwork
Company (CJSC IENC) Russia 42.75% 4275% 7,513 74835
CUSC Sakhalin Energy
Company (OJSC SEC) Russia 34.62% I452% 1,370 2155
Ceher 158 110
Total associates 9,041 9,730
Joint vertures
BoGES Group Russia 50.00% 50 00% 7,355 10,088
BALP Group Russia 50.00% 50.00% - .
Total joint ventures 7,358 10,088
Total investments in
associates and joint
ventures 16,396 18,828

The amounts in respect of associates and jeint ventures recognised in the Consolidated Income Statement are
as follows:

Year ended Year ended
31 December 2018 31 December 2018
Associates
QUSC IENC -1 (192)
CQUSC S8EC (785) 261
Cther 3 (34)
Total associates (888) 35
Joint vemures
BaGES Group (2,069) 1,804
BALP Group = -
Caher - 16
Total joint ventures (2,068) 1,825
Share of results of associates and joint ventures {2,767) 1,860
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Associates
CUSC Irkutsk Electronetwork Company (OJSC [ENC)

QJSC IENC operates electric power transmission grids with voltage of 220-500 kv and distribution grids with
valtage of 0.4-110 k\ in the Irkutsk region. The total length of overhead and cable power lines is over 40,000
km. QJSC IENC also maintains and ensures operation of over 10,000 transforming substations of 8-500 kW in
voltage and over 28,000 MVA in total capacity. The core activities of QUSC |IENC include provision of services
in the area of electric power transmission and distribution, technological connection of consumers to power
grids and maintenance of power grids’ operating capacity. OJSC IENC's controlling shareholder is EN+ Group.

The Group's investment in QJSC IEMC is non-cora and is considered one of the priority assets for sale,
QUSC Sakhalin Energy Company (QJSC SEC)

QJSC SEC was founded in order to implement investment projects for the construction of a number of new
power sector assets in the Sakhalin region to be financed from the federal and regional budgets. After the
completion of the main types of work on the construction of energy facilities, the main activity of OJSC SEC
became the provision of leased units of generation and power supply network lo PJSC Sakhalinenergo, the
Group's subsidiary, Other OJSC SEC's shareholders, in addition to the Group, are the Russian Government
represented by the Federal Agency for State Property Management, and the Sakhalin region represented by
the Ministry of Land and Property Affairs of the Sakhalin region.

The Group's investments in OJSC SEC are of strategic nature and are considered to be used in the project
aimed at consolidating key energy assets of the Sakhalin region on the basis of the core vertically integrated
antity PJ3SC Sakhalinenergo.

Summarsed financial information for significant associates for the years ended 31 December 2018 and
31 December 2018 and as at 31 December 2018 and 31 Decembaer 2018:

QJSC SEC QJSC IENC

As at 31 December 2018 2018 2018 2018

Mon-current assels 4683 7452 25,054 23 887

Cument assefs 23 1,785 1.789 Té4

Men-current liabiites - - {4,219) (4,057)
Curent iabiltes &) (52 (7,282 (5.356)

Met assets 5,927 9,195 15,362 15248

For the year ended 31 December 2019 2018 2018 2018

Revernus B4z B15 M 678 20,958

{impaimment) / reversal of mpairment of

property, plant and equipment (2.550) 805 z f
_{Loss)/peofitforthayear (2.263) 4 1 [448)

Total comprehensive (less) [ income

for the ysar {2,268) 754 115 [448)
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Reconciliation of the summarised financial information of the associates to the carrying value of the Group's
investment

OJSC SEC CJSC IENC Others Total
Net assets as at 31 Decemnbar 2017 EA4 15,696 489
Profit / {loss) for the year 754 (448) (118)
Met assets as at 31 December 2018 8,185 15,248 383
Imterest in @ssociates 3183 B519 110 8,812
Additional share issue (1.028) . {1.028)
_Goodwill : - = 245 : oA
Carrying value as at 31 December 2018 2,155 7465 110 8,730
Met assets as at 31 December 2018 8,195 15,248 383
(Loss) f prafit for the year (2 268) 115 138
MNet assets as at 31 Decemnber 2019 6,927 15,363 521
Interest in associaies 23498 8587 141 8,106
Aaditional share ksue (1,028) - . {1.028)
Goodwil - 5 - 94
Carrying value as at 31 December 2018 1,370 7,513 158 9,041
Joint ventures
BoGES Group and BALF Group

Starting from 2008 the Company and RUSAL Group have been jointly implementing the Boguchansky Energy-
Metallurgical Asscciation (BEMA) project based on an agreement for joint financing, completion and
subsequent operation of Boguchanskaya HPP and Boguchansky aliminium plant. Within the BEMA praoject,
joint ventures BoGES Ltd (Cyprus) and BALP Lid (Cyprus) were formed on a party basis, which have
controlling interests in PISC Boguchanskaya HPP and CJSC Beguchansky Aluminium Plant, respoectively,

BoGES Ltd and PJSC Boguchanskaya HPP together form BoGES Group. BALP Ltd and CUSC Boguchanshy
Aluminium Plant together form BALF Group,

BoGES Lid and BALP Lid provide corporate govemance of Boguchanskaya HPP and Boguchansky
Aluminium Plant in Bne with the parity of interests of the investors and are not engaged in other operations.

Starting from November 2012 Boguchanskaya HPP sells electricity and capacity to large consumers and
electricity sales companies. The installed capacity of Boguchanskaya HPP s 2,987 MW, long-term average
project production — 17,600 million kKWh,

The capacity of Boguchansky Aluminium Plant iz almost 600 thousand tonnes of aluminium per annum. The
plant comprises two series with a capacity of 296 thousand toennes each. The construction of the 1st series of
Boguchansky Aluminium Plant is ongoing. The decision about the construction of the 2nd series of the plant
has not been made by the investors. Boguchansky Aluminium Plant will become one of the key consumers of
energy generated by Boguchanskaya HPP.
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Summarised financial information for the significant joint wentures as at and for the years ended
31 December 2019 and 31 December 2018;

BoGES Group BALP Group

As at 1 December 2018 2018 2019 2018
Mon-cument assets 65.257 64,048 42 022 40,881
Current assels incudng: 6,312 7,377 12150 5,668

Cash and cash equivalants 4,081 5405 3268 1 588
Maon-current liabilities ncluding: {43.419) (43 765) {132.083) (134,826}

Novi-current Snancial iabiies fexcluding lrade

payabies) {37 676) (38,055 {132 005) {134, 506)
Current labil ties includng: {13.546) (7.510) (3,713 (2,188)

Current financial Gabidies {excluding rade

payables) {11, 705) {5 846) {23 {23)
Met assets 14,604 20,145 (81,573) (86,436)
For the year ended 31 December 2019 2018 2019 2018
Revenue 18,463 16.872 30,387 20,10
IDenre-:laljun of property. prl;rlii:cind equipmeant 2.043) {2.155) (983 {1,325)
mpairmient on fnanging o chan
th'um Ptant ’ - = (14,028) (2673) - -
Interest income g 206 115 1o
Interest experse {2,303) (2.420) {5,673) {5.578)
Foreign exchange differences (8) [E]] 11,888 {17.328)
(Loss) ! profit before Income tax (6,677 2,782 5,102 (22,552)
Income / loss) tax expense 1,188 (478) (238) -
{Loss) ! profit for the year {5,488) 2,304 4,863 (22,552}
Total comprehensive (loss) ! income for the
year {5,489) 2,304 4,863 (22,552)

Reconciliation of the summarised financial information presented to the carrying value of interest in joint
ventures:

BoGES Group  BALP Group Others Total

Met assets as at 31 December 2017 17,874 [63,884) 2,63

Profit / (loss) for the year 2,304 (22,552} (73}

Purchese of reasure shares (32) - -

[Creposal / rectasailication to noa-curment assets

classiied as held lor sale . . (3,025)

Net assets as at 31 December 2018 20,146 [86.436) (473)

Interest in joint ventures 10,073 {43,218} {237 {33,382)
Maon-gontrolling interest 2% - . =
Accurmulated kosses - 43,218 237 43 455
Camying value as at 31 December 2018 10,098 - - 10,098
Met assets as at 31 December 2018 20,148 [86.438) 1473}

{Less) § profit for the year {5,4589) 4 BA3 (23)

Purchage of treasure shares {53) - -

Met assets as at 31 December 2019 14,604 [81,573) (496)

Ivtenest in joint ventures 7,302 (40, 785) (230) (33,714)
Other movements 53 - . 53
Accumulated losses - 40 788 230 41,016
Carrying value as at 31 December 2019 7,355 - - 7,355
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Mote 10.  Other non-current assets
¥ December 2018 31 December 2018

Lang-term promissary noles 28,527 A0, 475
Dhzcount on longdem pramissany notes (13 724 (14.B826)
Espected credil loss allowance Turlur}-lerrn promissory noles (14 025) (14.025)
Lang-tenm pramissary noles, net 11,778 11,624
VAT recoverable a71 2115
Gooowil 431 481
Cross-currency and interest rate swap - 1,238
Other non-cument assels 8,623 7,226
Total other non-current assets 18,853 22 684

Cther non-current assets in the amount of RR 6623 million (31 December 2018: RR 7228 million) mainly
include intangible assets, research and development costs and long-term accounts receivable,

Information on the credit loss allowance in relation to other non-current financial assets is presented in
Mote 33.

Effective Maturity 31 December 31 December

Rating Rating agency interest rate date 2019 28
Interest-free long-term promissory notes
FJSC Bogucharsiaya HPF - Z 8.75% 2029 8,287 7,551

Standard &

PJSC Bank VTB B88- Pocr's B.61-10.38% 2021 1,995 1,884
PJSC ROSBANK BBB Fitch Ratings 12.76-14 58% 2021-2022 1,022 1,138
JSC Alfa-Bank B8+ Fich Ratings 14 0016 35% 2001-2022 419 961
Cther 55 80
Tatal leng-term promissory notes 11,778 11,624

Promizsory notes of PJSC Boguchanskaya HPP. As at 31 December 2018 the amortised cost of interest-
free long-term promissory notes of PJSC Boguchanskaya HPP (payable on demand but not earler than
31 December 2029, with the total nominal value of RR 21,027 millien) ameounted te RR 8287 million
(31 December 2018: 7,551 million).

Goodwill. As at 31 December 2019 and 31 December 2018, the Group tested goodwill related to JSC |nstitute
Hydroproject for its potential impairment. As a result the recoverable amount of JSC Institute Hydroproject as
a cash generating asset was higher than the carrying amount - there is no economic impairmeant.

Cross-currency and Interes! rate swap. In November 2018 the Group concluded a cross-currency and
interast rate swap arrangement with PJSC Bank VTB with a view to fix the Group's labiities under the
Eurabonds denominated in Chiness Yuan placed in November 2018 maturing in November 2021 (Mote 13),
The Eurcbond issue amount of CHH 1,500 millien is fixed in Russian Rubles at the market exchange rate in
the amount of RR 14,430 million. Interim payments by PJSC Bank VTB are determined in Chinese Yuan at the
fixed inferest rate of 6.125 percent per annum based on the nominal amount and are made twice a year.
Interim payments by the Company are set in Russian Rubles at the floating rate defined as an average of key
interest rates of the Bank of Russia for the interest period plus a spread of 1.5 percent per annum based on
the nominal principal in Russian Rubles, also made twice a year.

As at 31 December 2019, a labiity in the amount of RR 820 million in respect of the cross-curancy and
interast rate swap arrangement with PJSC WTB Bank is included in other non-current liabilities (Note 21)
(31 December 2018: asset for cross-cumency and intarest rate swap of RR 1,238 million).

Note 11. Cash and cash equivalents

31 December 2018 31 December 2018
Cash equivalents (contractusal intenest rate: 3.67-673%) 25,553 45 451
Cash al bank 15,472 18,961
Cash in hand 16 20
Tolal cash and cash equivalents 41,047 85,432

Cash equivalents held as at 31 December 2019 and 31 Decemnber 2018 comprised shont-term bank deposits
with original maturities of three months or less,
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Cash and cash equivalents are deposited in several institutions as follows:

Rating Rating agency

31 December 2018

31 December 2018

Cash at banks
Bank GP8 [ISG) Bea- Fitch Ratings 10,072 8520
PJSC Sberbank Baa3 Meoody's 2747 3,885
BAMK ROSSIYA A+(RLY ACRA BYT 3804
PUSC ROSBANK BES Fitch Ratings TI7 1314
PJSC Bank VTB BBEB- Standard & Poor's 625 1,090
Ceher - - 434 348
Total cash at banks 168472 19,961
Bank deposits
Bank GFB (JSC) BEB- Fitch Ratings 14,818 14,145
PJSC Bark VTE ='=1=8 Standard & Poors 5,130 26,137
JSC Rosselchozbank BeB- Fitch Ratings 1,940 253
PJSC ROSBANK BB& Fitch Ratings 1,554 108
PJISC Sherbank Baa3 Meoody's 1,494 1111
BAMK ROSSIYA AR ACRA 558 262
JSC UniCredt Bark - - - 2,650
Ceher - - 65 B3
Total cash equivalents 25,558 45,451
Note 12.  Accounts receivable and prepayments
31 December 2018 31 December 2018
Trade recevables 65,358 65,147
Expected credit loss allowance for trade receivables (29, B63) (28.851)
Trade receivables, net 35 495
VAT recoverable 8,570 8175
Advances to suppliers and other prepaymends 5172 11,400
Provisicn for impairment of advances to suppliers and ather
prepayments (754) [B34)
Advances to suppliers and other prepayments, net 4,418 10,568
Ciner receivables 8332 22720
Expacted credit loss allowance far ather receivables {5,216} {5,067)
Other receivables, net 4,118 17,663
Government grants receivables 652 2539
Total accounts receivable and prepayments 54,251 75,189

The Group apples the IFRS 9 simplfied approach to measuring expected credit losses which uses a lifetime

expected loss allowance for all trade receivables. To measure the expected credit losses, trade receivables

have been grouped based on shared credit risk charactaristics and the days past due (Note 2).
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The ageing analysis of trade accounts receivable are as follows:

3 December 2018 31 December 2018

Expected Gross Expected Expectad Gross Expected
credit loss, camying creditloss  credit loss, carrying  creditloss

% amount  allowanoe % amount  allowancs

Mot past dus 1.87% 25812 {479) 281% 24 GBG (E54)
Fast due for less than 3 months 1717% 6977 {1,198) 18.26% 7,185 (1.312)
Past due for 3 months to 1 year 50.73% 7,804 {3,858) 51.26% B985 (4, 606)
_Past due for more than 1 year 97.04% 24 965 (24,237) 91.72% 24,291 {22,279
Total 65,358 (28,863) 65,147 (28,891)

Maovements in the credit loss allkowance for trade accounts receivable are as follows:

Year ended Year ended

31 December 2018 31 December 2018
As at 1 January 28,831 25822
Charge for the year 5,308 6,914
Reversal of credit loss allowance {2.014) (2.613)
Trade receivables wriitten off as uncollecible {2,304) (1,233
Digposal of impaimert provision due to disposal of subsidiaries {18) *
As at 31 December 29,863 28,80

Information on the credit loss allowance in relation to other accounts receivable is presented in Mate 30.

The majority of trade debtors which are not past due could be aggregated in several groups based on
similarities in their credit quality: large industrial consumers — participants of the wholesale and retail electricity
and capacity market as well as public sector entities and population.

The Group does not hold any accounts receivable pledged as collateral.

Mote 13.  Inventories
31 December 2019 31 December 2018

Fuel 22 401 20,148
Materials and supplies 5984 7815
Spare parts 2882 2433
Ciher materials 223 358
Total inventories before provision for impairment 34,580 30,867
Provision for impaiment of inventores (194) [146)
Total inventories 34,388 30,721

There are no inventories pledged as collateral for borrowings as at 31 December 2019 and as at 31 December
2018.
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Mote 14.  Other current assets
¥ December 2018 3 December 2018

Deposits 48,801 29,967
Special funds 8,100 aan
Loans issued 2. 764 3072
Expected credit loss allewance for loans iesued {2 739) (3,050}
Loans issued, net 25 e
Other short-term investments 57 63
Total other currant assets 55,983 33,873

As at 31 December 2019 the balance of special funds in the amount of RR 8,100 million recarved by the Group
to fund construction of generating facilities, is placed to the special accounts of the Federal Treasury of Russia
(as at 31 December 2018: RR 3,821 milien). These special funds may be used by the Group only upon
approval by the Federal Treasury of Russia according to the authorisation procedure, prescribed by the Order
of the Ministry of Finance of the Russian Federation No. 213n dated 25 December 20135,

Effective 231 December 31 December
) Rating Rating agency interest rate 2018 208
Deposits
FPJSC Bank VTB =I=1=8 Standard & Poor's  5,85-7,12% 31,910 5,100
Bank GPB (15C) BBB- Fitch Ratings 5 BE=T 00% 14,772 5,500
PJSC Sberbank Baad Moody's 3,75-4,12% 34 3123
JSC UreCrechit Bank - - - - 9,000
PUSC ROSBANK g . z 2 &,000
Other __ 8 __24
Total deposits 456,801 248,867

Mote 16.  Assets and liabilities of disposal group classified as held for sale

In Decembar 2019 the Group concluded an agreement with CUSC Hrazdan Energy Company to sell 20 percant
aof shares of CJSC International Energy Corporation (CJSC MEK) for a cash consideration of RR 173 million.
Under the terms of agreement, the shares will be transfarred in the first half year of 2020 after the buyer's
repayment of CJSC MEK's debt to European Bank for Reconstruction and Development and Asian Development
Bank, and cancellation of PJSC RusHydro's guarantees on these loans.

As at 31 December 2019 assets and Eabilities of CJSC MEK are represented as assets and liabifties of
disposal group classified as held for sale:

31 December 2019
Non-currént assets
Froperty, plant and equpment 2,503
Total non-current assets 2,803
Current assets
Otrer current assels 203
Total current assets 203
Total assets of disposal group classified as held for sale 3,108
Mon-current labilities
Mon-current debt 2,366
Total non-current liabilities 2,366
Current liabilitles
Current debd and cument podion of non-curment debt 682
Oiher current [@bdilies 223
Total current liabilities 816
Total liabilities of disposal group classified as held for sale 3,281

As at 31 December 2018 the disposal group had no intercompany balances.
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Revenue and operating expenses of the disposal group classified as held for sake are represented by

Year ended

Note 31 December 2019

Revenue 24 06
Operating expenses (excluding Impaiment losses) ] (37T}
Opearating profit 529

During the year anded 31 Decamber 2019 the disposal group did not operate with the Group's companies.

As at 31 December 2018 the investment in the joint venture LLC VolgaHydro of RR 450 million was classified
as a non-current asset held for sale following the decision made in Octobar 2018 by the Board of Directors of
the Company to sall the Group's share in LLC VolgaHydro.

In February 2019 the Group sold its sharae in LLC ValgaHydro (40 percent) for a cash consideration in armount
of RR 450 million,

MNote 16.  Equity

Humber of isswed and fully paid ordinary

shares (Par value of RR 1.00)

As at 31 December 2019 426,288 813,551
As at 31 December 2018 426,238 813 551

Additional share issue 2018=2019. On 21 June 2018, the Board of Directors of the Company adopted a
resolution to make a placement of 14,013 888 828 ordinary shares by open subscription. The placement price
of the additional shares was determined at RR 1.00 per share. On 27 August 2018, the Decision on additional
issue of securities and the Prospactus were ragistered with the Bank of Russia, In April = May 2019 during the
pre-emptive right perod the Company placed 7,000,052 298 additional shares (49.95 percent of the total
valurne of additional issue) at the price of RR 1.00 per share including 7 000,000,000 shares purchased by the
Russian Federation, represented by the Federal Agency for State Property Management. The placement of
the remaining shares of this issue will be held by open subscription

As the additional share issue was not completed as at 31 December 2019, proceeds from this issue in the
amount of RR 7 000 million were recorded within current liabilities.

Treasury shares. As at 31 December 2018 treasury shares were represented by 3,852,258 324 ordinary
shares in the amount of RR 4,613 million (31 December 2018: 3,852 258 680 ordinary shares in the amount of
RR 4,513 million}.

Sale of shares of PJSC Inter RAO, On 5 July 2018, the Group completed the transaction to sell 5,131 668,622
shares of PJSC Inter RAO owned by the Group (4.915 percent of share capital) to JSC Inter RAO Capital, The
value of shares as at dispesal date amounted to RR 21,142 million. The selling price was RR 3.3453 per share.
The teotal consideration for all PJSC Inter RAO shares sold was RR 17,172 million. Under the contracts the
consideration receivable s settled by instalments, as a result the Group recognised the discount in the amount of
RR 1.253 milion. As at 31 December 2019 consideration receivable was fully paid (31 December 2018:
consideration is included in other recahvables (Note 12)). The transaction i under commeaon contral, so the result
in the amount of RR 5 223 million 5 recorded within equity.

Changes in non-controliing interest. In the year 2019 non-controlling interest decreased by RR 727 million,
The decrease was due to changes in the Group structure which did not have a significant impact on the
consolidated financial statemants.

Dividends. On 28 June 2018, the Company declared dividends for the year ended 31 December 2018 of
RR 0.0367 per share in the total amount of RR 15,919 million (RR 15,775 million excluding dividends to
subsidiaries). On 27 June 2018, the Company declarod dividends for the year ended 31 December 2017 of
RR 0.0263 per share in the total amount of RR 11,226 million (RR 11,124 milion excluding dividends to
subsidiaries).

Declared dividends of the Group's subsidiaries in favour of non-controlling interest holders amounted to
RR 115 million for the year ended 31 December 2019 (for the year ended 31 December 2018: RR 172 million).
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Mote 17.  Income tax
Income tax expense is as follows:
Year ended Year ended

31 December 2018

31 Decamber 2018

Current income tax expense 14,774 13,856
Defermed income [3x expense {7,558) 2166
Total income tax expense T.216 16,022

The income tax rate applicable to the majorty of the Group's entities for the vear ended 31 December 2019
was 20 percent (for the year ended 31 December 2018: 20 percent).

A reconciliation between the theoretical and actual income tax expense is provided below

Year ended Year ended

wwwww - 31 December 2018 31 December 2018
Profit before income tax 7,852 47,868
Theoretical tax expense at a statbfdory rate of 20 percent {1,572 {9,572
Tax effect of iterms which are not deductible or assessable for taxation

PUrpases (1,259 (#70)
hcrease in other Lnrecognised defermed tax assets 2,842] {5, 742)
Effect of applying different tax rates for separate transactions - 785
Change in unrecognised deferred tax assets in respect of essociates and

joint verlures (551) arz
Ciher (822) (825)
Total Income tax expense {7.216) (16,022)

The total amount of deductible temporary differences for which deferred income tax assets have not been
recognised by the Group as at 31 December 2019 was RR 127,843 million (31 December 2018:
RR 122,770 million), These temporary differences mainly relate to accumulated impairment of property, plant
and equipment, assets under construction, changes in the fair value of the non-deliverable forward contract for

shares and pension labilities of several Group's subsidiaries.

Deferred income tax. Differences between IFRS and statutory taxation regulations in the Russian Federation
give rise te temporary differences bebveen the carrying amount of certain assets and labilities for consolidated
financial reporting purposes and their tax bases. The tax effect of the movements in these temporary
differences is detailed below and is recorded at the rate of 20 percent (for the year ended 31 December 2018:

20 percent).

Charged directly to

Recalculation other
31 December due to adoptien  Income tax comprehensive 31 December
2018 of [IFRS) 16 charge Income 2019
Deferred income tax assets 8,988 - 8,080 180 19,258
Property, plant and equipment 6,313 (734} 8,038 . 13,817
Accounts recefvable 5,400 - (183) - B2
Losses camed forward 1,548 - g0z - 213
Oher 4,135 823 530 180 8777
Deferred lax offset (8.398) {189) 1] - (8.517)
Defarred income tax liabilities (13,803) - {1,522) 70 [15,255)
Property, plant and equipment {20.545) {185) {2,043) - (23347
Accounts receivable {500y - 320 - (270}
Loans and barmoaings (o) - 7 Ta (1
Other (368) % 44 - 324
Delarred lax offssl 8398 183 {70) 8517
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Recalculation Charged
due to directly to other
3 December  adoption of Incometax comprehensive Other 31 Decambar
207 {IFR5)%  charge income  movements 2018
Deferred income tax
assets 9,582 (28} 485 (54) (6) 8,839
Property, plant and
equipment 6,760 - (447) - - 6,313
Accounts recepvable £.358 (28) B8 . - 6,400
Losses camed forwand 1,024 . 53 . ({1} 1,540
rther 3,554 . 595 (54) . 4,135
Defarred tax offset {8, 145) - {253) - - {8 398)
Defarred income tax
liabilities {11,103) 2 {2,661) (43) 2 (13,803}
Py . plant and
mmnf! {18,606) Z (2.341) i 2 {20,545)
Accounts recevable 115} - [47T5) - [S50)
Loans and bormowings (325) - 70 (43) - {258)
Oher 202 2 [168) . - (358)
Defarred tax offssi & 145 - 25 - - &.338

Under the existing Group structure tax losses and current income tax assets of different Group entities may not
be offset against current income tax liabilties and taxable profits of other Group entities and, accordingly, taxes
may be accrued even where there is a consolidated tax loss. Therefore, deferred income tax assels and liabilties
are offset only when they relate to the same taxable entity and the entity has legal rights to offset it

MNote 18.  Pension benefit obligations

The tables below provide information about the benefit obligations and actuarial assumptions used for the
years ended 31 December 2019 and 31 December 2018,

Amounts recognised in the Group's Consalidated Statement of Financial Position among other non-current
liabilities {Mote 21):

31 December 31 December

208 2018

Fairvalue of plan assets {1.015) {1,082)
Present valus of dafined benefit obligations 8,747 & 480
Net liability 8,732 7418
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The movements in the defined benefit lability for the years ended 31 December 2019 and 31 December 2018

are presented in the tables below:

Present value of
defined benefit Fair value of
obligations plan assets _Total
At 1 January 2018 8,480 {1,062) 7418
Curent service cost 386 - 385
Interest expense f (income) 581 =1 580
Past serdoe cost (133) (8) (139)
Remeasurament effects (fof other long-term benefits):
Actuarial ioss — changes in actuanal assumptions 10 10
Actuarial gain — experience adjustments (28) = (28)
Recognised in prefit or loss for the year ended
31 December 2018 o168 {97) 819
Remeasurements (for post-employment benefits)
Actuarial gain = changes in demagraphic assumptions (334 N (334
Actuarnal loss — changes in financial assumptions 1,625 - 1,625
Actuarnial (gair) /loss — expenence adustments (235) 105 {120]
Recognised other comprehensive income for the year
ended 31 December 2018 |before income tax charge of
RR 233 million} 1,066 105 1,161
Empiloyer contributions for funded pensicn plan . (247} (247
Benefil payments (Funding MSFF persicns) (427) 285 (141)
Benefil payments (Non-funded pension plan) {278} - (278}
At 31 December 2019 8,747 {1,015} 8,732
Present value of
defined benafit Fair value of
obligations plan assets Total
At 1 January 2018 9,745 {1,111} 8,634
Cument service cost 306 - 3o
Interest expense f (incoma) 700 {83) 817
Past service cost (7E4) & (758)
Remeasurement effects (Tor other long-term benefits)
Actuarnal gain — changes in aciuarial assumplions (145) - (145)
Actuarnal gain - expenence adjustmenis 73 : (73)
Recognised in profit or loss for the year ended
31 December 2018 117 {77} 40
Remeasirements (for post-employment benefits) -
Actuarial loss — changes in demographic assurptions 143 143
Actuarial gain = changes in financial assumplions (BHS) - (BES)
Actuanal (gan) / Ioss — expenence adjustments {52) ] 37
Recognised other comprehensive income for the year
ended 31 December 2018 (before income tax charge of
RR &7 million} {574} a8 (485}
Employer contributions for funded pension plan E (253) (253)
Benefil payments (Funding MSPF persions) (487} 290 {157)
Benelit payments (Mon-funded pension plan) (321} - @321)
At 31 December 2018 8,480 {1,082} 7418
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Principal actuarial assumplions for the Group are as follows:

31 December 2018 3 December 2018
Mominal discount rate 6.40% B.50%
Irfiation rate 410% 410%
Wage growth rale 5.60% 5.60%
Staff fusnover Depending on length of sendoe based on statistical data
Maortality table Russia-2016* Russia-2018*

® Taking o dcooun] e puli down adivaiment colcrlated besed on stalsvon date of morlaily for emplyees of e Group of age 5T 60
years ol for years 2018-2019. (31 December 2018 2077=-2018)

The sensitivity of the defined benefit obligation to changes m the principal actuanal assumplions as at
31 December 2019 is presented below:

Change in
assumption Effect on net liability  Effect on net liability, %
Mominal discount rate 1: fﬁ:é ﬁ:
infiation rate " ‘:;f? i:
woge g = 2
Stattmover o %8 1%
Mortality Rates :'1%: t::f} ‘;:

The Group expects to contribute RR 518 million to the defined benefit plans in 2020.
The weighted average duration of the defined benefit obligation of the Group is 10 years.

Retirement benefit plan parameters and related risks. The Group has liabilities under retirement benafit
plans in Russia. The retiremeant benafit plan includes benefits of the following types: lump sum payment
upon retirement, jubilee benefits paid at certain age or upon completion of a cedain number of years of
service, financial aid and compensation to cover funeral expenses in the event of an employoe's or
pensioner's death, financial aid provided to pensioners, pension benefits paid to former employees through
the non-state pension fund (hereinafter referred to as the "NPF™).

The amount of bencfits depends on the period of the employees’ service (years of semrvice), salary level
aver the recent years preceding retirement, predetermined fixed amount or minimum tariff rate of
remuneration or salary or a combination of these factors.

As a rule, the above benefits are indexed according to the inflation rate and salary growth for benefits that
depend on the salary level, excluding the retirement benefits paid through NPF, which are not indexed for
the inflation rate at the time the payment Is made (following the retirement of employees, all risks are bome
by NPF).

In additicn to the inftation risk, all retirement benefit plans of the Group are exposed to mortality and
survival risks,

Plan assets held on NPF's accounts are govemed in accordance with the local legislation and regulatory
practices.

The Group and NPF are jointly and severally lable for the plans management, including investment
decisions and the contribution schedule.

MPF invests the Group's funds in a diversified pertfolio. When investing pension savings and placing the
pension reserves, NPF is guided by the Russian legislation that provides a strict regulation with respect to
the possible list of financial instruments and restricts their utilisation, which also leads to diversification and
reduces investment risks.

The Group transfers the obligation to pay lifelong mon-state pension benefits to the Group's former
employaes to NPF and funds these obligations when awarding the pension. Therefore, the Group insures
the risks related to payment of non-state pensions (investment risks and survival risks).
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Mote 19, Current and non-current debt
Non-current debt

Effective 31 December 31 December

interest rate Due date 2018 2018
PJSC Bark V1B 7.50-8.74% 2020-2025 51,361 24,045
Eurabands (RusHydro Capital Markets DAC) 7.40% 2021 20,482 20 434
|sswed in February 2018
Eurobonds (RusHydro Capital Markets DAC) 8.13% 2022 20314 20275
Issued in Septermber 2017
PJSC Sberbank T7.31-823% 2020-2026 18,010 45 487
Eurobonds (RuskHydro Capital Markets DAC) 8.928% 2022 15,485 14,993
issued in Nowember 2018
Eurobonds (RusHydo Capital Markels DAC) 5.80% 2024 14,862
Issued in Nowember 2019
Eurobonds in Chinese Yuan (RusHydo 6.13% xa 13,204 15121
Capital Markets DAC) issued in Movember
2018
Russian bonds (FUSC RusHydro) issued in 8.20% 020 10,036 10,205
June 2017
PJSC ROSBANK T 24-814% 2020-201 9,371 8172
J8C Far East Development Fund 5.00% 2020-2028 4819 5,004
Bank SPB [1SG) TH5-1020%  2000-2027 4602 1,428
CREDIT BANK OF MOSCOW 7.50-8.08% A6 2,732 -
Municipal autharity of Kamchatia regicn a8.57% 2020-2034 1,559 1,560
Russian bends (PUSC RusHydro), ssued in . - . 15191
Apn| 2016
Cther long-term deit - - 3,484 7,094
Leese liabiities - - 7331 =
Finance lease liabilities - . 729
Total 197,852 190,728
Less curent portion of mon-current debt (33,876) [32,688)
Less curmant portion of lease liabilies {1,448) "
Less curment portion of finance |sase liabilties - 1102)
Total non-current debt 162,528 167,848

PJSC Bank VTE. In July 2018 the Group obtained RR 20,000 million under the loan agreaments with
PJSC Bank VTE opened in 2018; RR 10,000 million at a rate of 8.05 percent per annum for a period of
3.7 years and RR 10,000 million at a rate of .35 percent per annum for a period of 5 years.

Eurobond issue, In November 2019 the Group placed Eurcbonds, issued by the special purpose company
RusHydre Capital Markets DAC. The volume of the issue was RR 15,000 milion. The term of the bonds is
5 years, the coupon rate is 6.8 percent per annum. VTB Capital, JP Meorgan, Sberbank CIB and Gazprombank
acted as joint lead managers of the issue. The placement and listing of the Eurcbonds took place on the Irish

Stock Exchange under Reg 5 rule.
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Current debt
Effective 31 December 31 December
interest rate 2018 2018
PJSC Sherbank 7-55-T 65% 2,381 by
Bank GPB (JSC) 7.70-0.65% 1,730 381
PUSC ROSBANK - - 3,899
BAMK ROSSIYA 2 1762
Cther current debt - - 45
Cument portion of non-current debt - 33,876 32 GBa
Short term of lease labiites - 1,448 -
Cument portion of finance lease liabilties - - 102
" Total current debt and current portion of non<current debt 38,435 as,mi‘
Refamnce:
Irterest payable 1,907 2216

Compliance with covenants. The Group is subject to certain covenants related primarily to its debt. As at
31 December 2019 and 31 December 2018 and during the reporting period the Group met all required

covenant clauses of the credit agreements.

Reconciliation of Kabilities from financing activities. The table below sets out an analysis of movements in
the Group's liabilities from financing activities for the years ended 31 December 2019 and 31 December 2018:

Liabilities from financing activities

Currentand  Non-deliverable
non-current  forward contract Lease liabilities Total
debt for shares
Liabilities from financing activities as at
31 December 2018 186,118 31,896 728 228,743
Recalculation due o adoption of IFRS 16 - - 5190 5,190
Liabilities from financing activities as at
1 January 2019 (restated) 196,118 31,896 5,919 233,933
Cash flows, net (10,433) {3.731) (244) (15,108)
Interest accrued 15,009 580 15,589
Change in fair value of non-delverable
forward comtract for shares 345 345
Reclassification to liabibes of disposal
group (3,058) g : (3,058)
Ciher changes {3,004) 1.776 {1,228)
Liabilities from financing activities as at
21 December 2019 184 632 28,510 7,331 230,473
Currentand MNon-deliverable
non-current forward contract ""“I‘;'b:m: Total
debt for shares
Liabilitles from Mnancing activities as at
31 December 2017 167,839 20,716 1,588 180,241
Cash flows, net 12,708 {2,813) {155) 9,740
Intarest accrued 13,385 - =2 13,478
Charge in fair value of non-delverable
forward contract for shares - 13,963 . 13,603
Cther changes 2,086 - (796) 1,280
Liabilities from financing activities as at
31 December 2018 196,118 31,896 728 228,743
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Mote 20.  MNon-deliverable forward contract for shares

In March 2017 the Company entered into a non-deliverable forward transaction for 35 billion shares with
PJSC Bank VTB for 5 years. In Novernber 2019 an additional agreement was concluded according to which
the forward rate was reduced by 0.5 percent per annum and the possibility of extending the validity period by
the Bank for three years until March 2025 was provided,

According to the forward contract, the foarward value is determined as the purchase consideration paid by the
Bank for the shares plus the amount of quarterly payments made by the Company to the Bank. The amounts
af thesa interim payments are determined using a certain formula that infer alia reduces the payments by the
amounts equivakent to the dividends received by the Bank over the period of the forward contract.

The Bank is assumed to sell the Company's shares at the time of final settlernent under the forward contract.
The difference bebween the proceeds that the Bank will receive from the sale of these shares, and their
forward value is subject to cash setlement between the Company and the Bank. Thus, if the forward value is
highar than the consideration received for the shares by the Bank, the Company will reimburse the difference
to the Bank and, vice versa, if the proceeds from the sale of shares exceed the forvard value, the difference
will be paid by the Bank to the Company. If, for any reason, the shares will not be sold by the Bank, they wll
continue to be held by the Bank. If this is the case, the amaount of additional payment to be made when clsing
the forward transaction is calculated based on the quoted market price of the Company's shares.

Thus, the payments will be made upon expiry of the forward contract or carlier, if the Bank selis the shares
held. The payment can be made both by the Company to the Bank or by the Bank to the Company, depending
on the level of the market value of the Company's shares at the time of sale / expiry of the transaction term
and their forward value.

Meote 2 describes the key estimates and judgements made by the Group managoement in respect of recognition
and recording of this dervative financial instrument.

At 31 December 2019, the liability under the forward contract is recorded as a long-term derivative financial
instrument at fair value through profit or loss in the amount of RR 28,510 millien {as at 31 December 2018:
RR 31,896). The fair value of the forward contract at the initial recognition of the instrument was RR 10,013
millien and it was recorded within equity being the resul of a shareholder transaction. Deferred tax asset was
not recognised based on management's probability assessment of its recoverability, Subsequent changes in
the fair value of the non-deliverable forward contract are recorded within profit or loss (Nota 27).

A reconciliation of movements in the fair value of the forward contract for the vear ended 31 Decamber 2019 is
presanted in Note 18.

The table below includes the key assumptions made to determine the forward contract’s fair value using the
Monte-Cario model:

Key assumptions made to assess the forward contract’s fair value 31 December 2018 31 December 20118

Expected term Gf-il'EEMEIIﬂ transaction ﬁ_‘ﬁﬂwars 317 years
Market value of the share RR 0.56(1 RR 04871
CB RF key refirancing rate 6.25 percent 7.75 percent
Volatility of shares 25 62 parcent 28 82 percent
Risk-free rate B.15 percent 806 percent
Digcourt rate B.67 parcent 905 percant
Expected dmcend yieid 7.0 percent 7 00 percent

The sensitivity analysis of the fair value of the forward contract to the main key assumptions is presented in
Note 32,

Note 21.  Other non-current liabilities
31 December 2019 31 December 2018

Pemsion benefit cbigations (Note 18) 8,732 7.418
Mon-current achances received 1,521 6,743
Crosg-curmency and interest rate swap (Mote 10) 820 .
Cther non-currerd Riabilities 11,283 7.828
Total other non-current liabilities 22,368 21,987

Cither non-current Eabilities includes essentially long-term accounts payable for technological connection to the grids,
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Mote 22.  Accounts payable and accruals
31 December 2018 31 December 2018

Trada payables 28635 31,118
Advances receied 14 BA4 17,909
Settlements with personnel 9813 9,156
Accounts payable under factoring agreemerts 498 2755
Dividends payable 163 170
Cther accounts payable 5,252 3526
Total accounts payable and accruals 58,645 64 633

All accounts payable and accruals are denominated in Russian Rubles.

Note 23.  Other taxes payable
31 December 2019 31 December 2018

VAT o818 9,185
IrsLrance contnbutions 3,461 2,996
Property tax 2484 2,526
Cther taxes B7E 548
Total other taxes payable 16,438 15,355

Mote 24. Revenue

Year ended Year ended

31 Decamber 2019 31 December 2018
Sales of electricity and capacity in the retail market 144,824 149,542
Sales of electncsy in the wholesale rarket o7 955 93,826
Sales of capacily in the wholesale market A3 ATT 43,833
Sales of heat and hot waler 40 645 40,150
Rendenng senaces for electricity transportation 14,218 14,6568
Rendering senices for connections bo the grid 10,206 3623
Cther revenue 10,477 13,128
Total revenue 368,842 358,770

Cther revenue includes revenue earned from rendering of construction, repairs and other services.

For the year ended 31 December 2018 the Group’s revenue recognised over fime comprised
RR 345,958 million {for the year ended 31 December 2018: RR 342,012 million), recognised at a point in time
= RR 20,683 million (for the yvear ended 31 December 2018: RR 16,751 million).

Short-term advances received as at 31 December 2018 were recognised in revenue for the year ended
31 Dacember 2019.

Managament of the Group expects that the ful amount of shor-term advances received as at
31 Decemnbaer 2019 will be recognised as revenue during the nexd reporing period, the amount of long-term
advances received — mainly during 2021,

Mote 26.  Government grants

In accordance with legislation of the Russian Federation, several companies of the Group are entitled to
government subsidies for compensation of the difference between approved economically viable electricity
and heat tariffs and actual reduced tariffs and for compensation of losses on purchased fuel, purchased
electricity and capacity.

During the yvear ended 31 Decamber 2019, the Group received government subsidies of RR 39,983 million (for
the year ended 31 December 2018: RR 41,648 milion). The subsidies were received in the following
territeries: Kamchatsky temritory, Sakha Republic (Yakutia), Magadan Region, Chukotka Autenomous Area and
other Far East regions.

The total amount of government grants received by the Group companies — guaranteeing suppliers, under the
Resolution of the Russian Government No. 895 "On achievement of basic rates (tarifis) for electric power
(capacity) in the territories of the Far East Federal region”, for the year ended 31 December 2018 was
RR 23,794 million (for the year ended 31 Decermber 2018 RR 26,300 million).
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Mote 26.  Operating expenses (excluding impairment losses)

Year ended Year ended
31 December 2018 31 December 2018
Employee benefit expenses {including payroll taxes and pension benefit B0, 376 TEETE
BRPENSES)
Fuel expenses 71,433 B4 73
Purchased electricity and capaaty 45,310 41,811
Grid companies senaces on electricity distribution 36955 385,453
Depreciation of propedy, plant 2and equipmant and amotisation of 25,686 22310
intangible assets
Taxes other than on income 12133 12,242
Ceher matarials 11,280 10,905
Third parties sendoes, including:
Repairs and mainierance 7EH 5859
Rendering senvices for conneclions fo the gnd 7010 -
Support of electrcity and capacity market operation 4020 3714
Sequfity expenses 3,604 3,434
Purchase and trarsportation of heat power 3,083 3620
Insurance cost 23N 2112
Services of subconiracting companies 1,844 2,254
Consulting, legal and information expenses 1,524 1,754
Transportation expenses 1,207 1260
Rent 852 1872
Ciher third parties sepdces 7,505 8,081
Water usage expanses 4,333 4.8
Loss on disposal of property, plant and equipment, net 1,582 1,757
Sacial charges 1,164 1.083
Travel expenses 1,023 a7
Purchase of oil procucts for sale 825 2440
Cthar expencas 2,504 2,069
Tntalnpemﬁ'ng mnsas{ummg impalrment losses) 335,575 314,850
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Mote 27.  Finance income, costs
Year ended Year ended
3 December 2018 31 December 2018
Finance ncome
Irterest income 5824 4 857
Foreign exchange gain 1,871 G4
Income on discounting 1,833 669
Cross-currency and interest rate swap . 1,238
Crher Income 247 709
Total finance Income 9,868 7867
Finanoa cosls
Interest expense 5,859) (5,185)
Change of fair value of cross-cumency and inferest rate swap 2 456) -
Interest expense on leese abiites {580
Change in fair value of the non-deliverable forward contract for
shares (Maote 20) (345) (13,993)
Expense on discounting (288) (415)
Foreign exchange loss (51) (1.424)
Irterest expense on finance lease . (94}
Cther costs (789 [1,877)
Total finance costs (10.408) (23,088)

Note 28.  Capital commitments

In accordance with consolidated investment programme approved under the consolidated business plan of the
Group, as of 31 December 2019 the Group has to invest RR 343,747 million for the period 2020-2024 for
reconstruction of the existing and construction of new power plants and grids, including capital commitments
for 2020 year in the amount of RR 87245 million, for 2021 year — RR 78,068 milion, for 2022 year —
RR 65,244 milkon, for 2023 year — RR 58,113 million, for 2024 year — RR 47,077 million (31 December 2018:
RR 378241 million for the period 2019-2023).

Note 23.  Contingencies

Social commitments. The Group contributes to the maintenance and upkeep of the local infrastructura and
the welfare of its employees, including contributions toward the development and maintenance of housing,
hospitats, transport services and other social needs in the geographical areas in which it operates.
Management believes that there are no material liabilities that should have been recognized at the reporting
date.

Insurance. The Group holds limited insurance policies in relation to its assets, operations, public lability o
other insurable risks. Accordingly, the Group is exposed for those risks for which it does not have insurance.

Legal proceedings. The Group's subsidiaries are parties to certain legal proceedings arising in the ordinary
course of business. In the opinion of management, there are no current legal proceedings or other claims
outstanding, which, upon final disposition, will have a material adverse effect on the financial position and
results of the Group.

Tax contingencies. Russian tax legisiation which was enacted or substantively enacted at the end of the
reporting period, i subject to varying interpretations when being applied to the transactions and activities of
the Group. Consequently, tax positions taken by management may be challenged by tax authorties, in
particular, the way of accounting for tax purposes of some income and expenses of the Group as well as
deductibility of input WAT from suppliers and contractors, The impact of this course of events cannot be
assessed with sufficient reliability, but it can be significant in terms of the financial situation and / or the
business of the Group. Russian tax administration ks gradually strengthening. including the fact that there is a
higher risk of review of tax transactions without a clear business purpose or with tax incompliant
counterparties.

In 2020 the Company joined the tax monitering system (a new farm of interaction with the tax authorities that
does not involve in-house or on-site inspections, as a general rule). Nevertheless, an on-site Inspection of the
Company can be made with regard to open periods (2018 and 2019 years). Within the tax maonitoring
framework, the Company may request a reasoned opinion of the tax authority on certain controversial tax
issues, A reasoned opinion is binding on both the tax authorities and the Company.
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In raspect of subsidiaries of the Group fiscal periods remain open to review by the authornties in respect of
taxes for three calendar years preceding the year when decisions about the review was made. Under certain
circumstances reviews may covar longer periods,

The Russian transfer pricing legislation is generally afigned with the international transfer pricing principles
developed by the Crganisation for Economic Cooperation and Development (OECD), athough it has specific
features, This legislation provides for the possibility of additional tax assessments for controlled transactions
{transactions with related parties and cortain transactions between unrelated parties) if such transactions are
not on an amn's length basis.

During the year ended 31 December 2019, the Group's subsidiaries had controlled transactions and
transactions which highly probably will be considered by tax authorities to be controlled based on the results of
the peried. Management has implomented internal controls to be in compliance with this transfer pricing
legislation. In case of receipt of a request from tax authonties, the management of the Group will provide
documentation meeting the requirements of Art. 105.15 of the Tax Code in respect of the periods that are
open for the review of the completaness of tax calculation and payment in accordance with the Chapter 14.5
of the Tax Code.

Tax liabilities arising from conftrolled transactions are determined based on their actual transaction prices. 1t is
possible, with the evolution of the interpretation of the transfer pricing rules, that such transfer prices could be
challenged. The impact of any such challenge cannot be reliably estimated; however, it may be significant to
the financial pesition and/or the overall operations of the Group.

Changes aimed at countering tax evasions have becn added o the Russian tax legisktion and became
effective from 1 January 2015. Specifically, they intreduce new rules for controlled foreign companies and the
concept of beneficiary owner of income for the purposes of application of preferential provisions of taxation
treaties of the Russian Federation. Also, the new provisions introduce the mles for determining tax residency
for foreign legal entities at the place of their actual management (if a forelgn company is recognised as a
Russian tax resident, the whole amount of such company’s income will be subject to taxation in Russia).

The Group takes necessary steps to comply with these changes of the Russian tax legislation. However, thera
are no sustainable practices yet as to how to apply the new rules; therefore, at present, it does not seem
practicable to reliably estimate the probability of claims from Russian tax authorities in relation to the
complance of the Group's companies with these changes and the probabilty of positive outcome of tax
disputes (if any). Tax disputes (if any) may have an impact on the Group’s overall financial position and results
of operations.

Management of the Group believes that as at 31 December 2019, its interpretation of the relevant legislation
was appropriate and the Group's tax positions would be sustained.

Environmental matiers. The Group companies and their predecessor entities have operated in the utiities
industry in the Russian Federation for many years. The enforcement of environmental regulation in the
Russian Federation is evolving and the enforcement posture of government authorities is continually being
reconsidered. The Group companies periodically evaluate their obligations under environmental regulations,
The assets retirement obligation for ash damps used by the Group comprised RR 1,779 million as at
31 December 2019 (31 Decamber 2018: RR 1,324 million).

Potential liabilties may arise as a result of changes in legislation and regulation or civil litigation or other
circumstances. The Impact of these potential changes cannot be estimated but could be materal. In the
current enforcement climate under existing lagislation, management believes that there are no significant
liabilithes for environmental damage.
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Note 30.  Financial risk management

The risk management function within the Group is carfed out in respect of financial and operational risks.
Financial risk comprises market risk (including currency risk, interest rate risk), credit risk and liquidity risk. The
primary objectives of the financial risk management function are to provide reasonable assurance for
achievernent of the Group's objectives by establishing the overall framework for identifying, analysing and
evaluating risks to establish risk limits, and then to ensure that exposure to risks stays within these limits and
in case of exceeding these limits to mitigate the impact of the risks.

In order to optimise the Group's exposure to risks, management constantly works on their identification,
assessment and monitoring. as well as the development and implementation of activities which impact on the
risks, business continuity management and insurance, seeks to comply with intermational and national
standards of advanced risk management (COS0 ERM 2004, 150 31000 and others), increases the culture of
risk management and continuously improves risk managament processes.

Credit risk, The Group is exposed iself to credit risk, which s the risk that one party to a financial instrument
will cause a financial loss for the other party by falling to meet a contractual obligation.

The Group's maximum exposure to credit risk by class of assets is reflected in the carying amounts of
financial assets in Nobe 33.

Although redemption of financial instruments can be influenced by economic factors, the management balieve
that there is no significant risk of loss to the Group beyond the provision for expected credit losses already
recorded.

Due to the absence of an independent assessmant of debtors’ credivorthiness, the Group performs such an
assessment at the contracting stage taking into account the debtor's financial position and credit history. The
Group ragularly monitors existing receivables and undertakes actions to collect them and minimise losses.

For reducing the credit risk exposure for its operations on WEM, the Group adopted saks policies and
methodology, which provides for calculation of the counterparty’s internal rating in the sector of non-regulated
contracts based on the frequency of counterparties’ bankruptcies and sets up limitations on the credit rating for
a portfolic of counterparties.

The Group monitars maturity of trade accounts receivable and identifies past due accounts. Information on
ageing of trade accounts recefvable s disclosed in Note 12,

Measurement of expected credit losses Expected credit losses are measured by discounting future
probabilty-vaeighted uncollected cash flows.

The level of expected credit losses depends on whether the debtor's credit risk has increased significantly
since Initial recognition. This approach is based on a 3-stage ECL model, as described in Note 2.

The Group determines that the cred® risk of a financial instrument has increased significantly, when the
counterparty has defaulted on contractual payment terms, when insolvency signs are identified and the Group
has no reasonable information that rules out the fact of increased credit risk.

For assessing the probability of default on financial instruments, the Group defines default as an event where
the risk exposure meets one or maore of the folowing criteria:

« The counterparty is mare than 3 months past due on its contractual payments;

+  |nternational/national rafing agencies include the counterparty in the default rating class,

¢+  The counterparty is insolvent;

+ |t became probable that the countarparty will enter bankruptcy.

In accordance with IFRS 9, the Group applied a simplified approach to determining expected credit losses in
relation to trade accounts receivable. This approach requires that full lifetime expected credit losses be
recognised at initial recognition of debt. For assessing expected credit losses, trade accounts receivable are
divided inte groups based on similar credit risk charactenstics for each group and delay periods under simiar
contracts. Trade accounts receivable were grouped based on the above principles for each Group company,
and the Group determined the share of expected losses in line with the credit risk for each length of overdue
payment for each group of counterparties, Expacted loss levels are disclosed in Note 12,

Cash has been placed in financial institutions, which are considered at the time of deposit to have minimal risk
of default The Group’s managemant approves daposit banks as well as rules for making cash deposits. In
addition, the Group performs regular reviews of financial position, monitors their ratings assigned by
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independent agencies as wel as other performance indicaters of these financial institutions, Expected credit
losses for cash, cash equivalents and bank promissory notes were insignificant.

Summary information on cash at bank, cash equivalents, bank promissory notes and bank deposits with
maturities over three months including names of banks and other financial institutions and their ratings as at
the end of the reporting period, is provided in Notes 10, 11 and 14.

Measurement stages for expected credit losses for other financial instruments are disclosed in Note 33,

Market risk. The Group takes on expesure to market risks. Market risks arise from open positions in (i) foraign
currencies, (i) interest bearing assets and liabilties, all of which are exposed to general and specific market
movements, Management sets limits on the value of risk that may be accepted, which are monitored on a
regular basis. However, the use of this approach does not prevent losses outside of these limits in the event of
mare significant market movements.

Sensitivities to market risks included below are based on a change in a factor while holding all other factors
constant. In practice this is unfikely to occur and changes in some of the factors may be comelated.

Currency risk. Electricity and capacity generated by the Group is sold on the domestic market of the Russian
Federation at the prices ficed in Russian Rubles. Hence, the Group dees not have significant foreign currency
risks, The financial condition of the Group, its liquidity, financing sources and the results of operations do not
considerably depend significantly on exchange rates as the Group operations are planned to be performed in
such a way that its assets and Eabilities are to be denominated in the national curmency.

The table below summarises the Group's monetary financial assets and liabilities exposed to foreign currency
axchange rate risk:

# December 2019 3 December 2018
Monetary Monetary Manetary Monetary
financial financial  Net balance  financial financial  Net balance
assels liabilities  sheet position  assets liabilities  sheet position
uso as . 33 k2 {3,089) (3,035)
EUR 18 - 18 i3 (470) (A31)
Chinese Yuan . (13,283) (13,293) - (15,122) (15,122)
Cthar = = 2 14 1 14
Total 62 (13,283 (13,241) &7 (18,881} (18,574)

The above analysis includes only menetary assets and liabilities. Equity investments and non-monetary assets
are not considerad to give rise to any material currency risk. The Group controbs the currency risk in respect of
the liabilities denominated in Chinese Yuan by means of cross-cumrency and interest rate swap (Notes 10, 21).

There is no significant effect of the changes of foreign exchange rates on the Group's financial position.

Interest rate risk. The Group's operating profits and cash flows from operating activities are not significantly
dependent on the changes in the market interest rates. Cross-currency and interest rate swap (Note 10)
slightly exposa the Group to cash flow interest rate risk.

The Group monitors interest rates for its financil instrurments. Effective interest rates are disclosed in Mote 19,
For the pumpose of interest rate risk reduction the Group makes the following arrangements:

« credit market monitoring to kentify favourable credit conditions,

+ diversification of credit portfolio by raising of borrowings at fived rates and, if necessary, at fioating rates.
Liquidity rsk. Liguidity risk is the risk that an entity will encounter difficulty in meeting obligations associated
with financial liabilties.

Prudent liquidity risk management includes maintaining sufficient cash and marketable securities and the
availability of funding from an adequate volume of committed credit faciities. The Group adheres to a
balanced model of financing of weorking capital from both short-term and long-term sources. Temporarily free
funds are placed into short-term financial instrumeants, mainly bank deposits and short-term bank promissory

notes. Current fabilties are represented mainly by the accounts payable to suppliers and contracters and
short-term debt.

The Group has implemented a control system under its contracting process by introducing and applying typical
financial amangements which include standardised payment structure, payment terms, ratio bebween
advances and final settlements, etc. In such a manner the Group controls the debt maturity structure,
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The table below shows Eabilities as at 31 December 2012 by their remaining contractual maturity. The
amounts disclosed in the maturity table are the contractual undiscounted cash flows, including future interest
payments and gross lease obligations (before deducting future finance charges). Such undiscounted cash
flowes differ from the amounts included in the Consclidated Staternent of Financial Position because those are
based on discounted cash flows.

The maturity analysis of financial Babilities as at 31 December 2019 is as follows:

Starting
from year
2020 yaar 2021 year 2022 year year 2024 year 2025

Liabilities
Cument and non-current debt 49 802 BE,802 43 980 17,818 20,011 24 837
Trade payables (Mote 22) 28,935 - . - 5 4
Aocounts payable under factoring
agreements (Mote 22) 488 = - £ H =
Dividends payabla (Mate 22) 163 - - - - .
Mon-delverable forward cortract for
shares (Mole 20) 3 2 1,261 310 220 1,385 25,556
Lease liabities (Note 19) 1 448 1,385 1,314 1,211 731 4 604
Total future payments, including
principal and interest payments 84,658 69,458 48,394 21,270 3,128 54,797

Loans and borrowings totalling RR 49,802 million wil mature in 2020 (Note 19), The Group management
plans to repay these bomowings both from the Group's own funds and through new financing. The group has a
positive credit history, works with large credit institutions, incliding those controlled by the state, and also has
access to public borrowings in the capital market

The maturity analysis of financial Babilities as at 31 December 2018 is as follows:

Starting
from year
2018 year 2020 year 2021 year 2022 year 2023 year 2024
Liabilities
Current and non-current debt 50,729 65,639 42 B56 39,837 5807 30,578
Trade payables (Mote 22) 31,119 * . . s .
Accounts payable under factoring
agreements (Note 22) 2,753 - - : :
Dividends payable (Mole 22) 170
Non-deliverable forward contrac
for shares [Note 20) 5414 2905 3,553 28,082 .
Finance lease liabilities (Note 19) 108 o4 94 o4 24 2256
Total future payments,
including principal and interest
payments 90,204 68,688 46,503 68,013 5901 22834

As at 31 December 2019 the Group had an available amount of long-term financing under the existing loan
agreements with banks of RR 208,107 milion (31 December 2018: RR 191,708 milion), including
RRE 158,037 million in banks included in the approved it of systemically important credit institutions of Bank of
Russia (31 Decamber 2018: RR 184,708 million). The amount of these available funds exceeds the Group's
needs for shortterm repayment of debt by 5.2 times (31 December 2018: 4.9 times). As at 31 December 2018
approximately 70 percent of these funds relate to the government-related banks (PJSC Sberbank,
PJSC BankVTE, Bank GPB (JSC). Bank "RRDE" (JSC)) (31 December 2018 approximately 70 percent).
Furthemmora, the Group has a perpetual non-renewable ewchange bonds program in the amount of
RR 200,000 milion with a maturity of up to 20 years, the unused limit of which as at 31 December 2018 was
RR 160,000 milkon (31 December 2018; RR 160,000 million),

Note 31. Management of capital

Compliance with Russian legislation requirements and capital cost reduction are the key cbjectives of the
Group's capital risk management.

As at 31 December 2019 and 31 December 2018 the Company was in compliance with the share capital
requirements as established under legisiation.
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The Group's goal in respect of capital management is to guarantee the Group's ability to continue as a going
concern in order to provide returns for sharsholders and benefits for other stakeholders. The amount of capital
that the Greup managed as at 31 December 2019 was 585 664 million {31 December 2018: 578,401 million).

Consistent with other companies in the industry, the Group monitors the gearing ratio, that is calculated as the
total debt divided by the lotal capital attributable to the shareholders. Debt i calculated as a sum of non-
current and curment debt, as shown in the Consclidated Statement of Financial Position. Total capital
attributable to the shareholders is equal to the equity attributable to the shareholders, as shown in the
Consolidated Statement of Financial Position. The gearing ratic was 0.36 as at 31 December 2015
(31 December 2018: 0.34).

Mote 32.  Fair value of assets and liabilities

Fair value measurements are analysed by level in the fair value hierarchy as follows: (i) Level 1 are
measurements at quoted prices (unadjusted) in active markets for identical assets or liabilties, (i) Level 2
measurements are valuations technigues with all material inputs observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived from prices), and (jii} Level 3 measurements are
valuations not based on obsenable market data (that is, unobsenable Inputs).

a) Recurring fair value measurements

Recurring fair value measurements are those that the accounting standards require or permit in the statement
aof financial position at the end of each reporting period.

The levals in the fair value hierarchy into which the recurmring fair value measurements are categorised, are as
follows:

31 December 2018 Level 1 Level 2 Level 3 Total
Financial assets

Equity imestments: Financial assets at fair value

through profit or loss 3 . 3
Equity inrvestments: Financial assets at fair value

through other comprehersive income . . 418 418
Total assets requiring recurring fair value

measurements 3 - 418 421
Financial liabilities

Han-delverabie forward contract for shanes . 28510 28,510
Cmss-curency and interest rate swap : - 820 a20
Total liabilities requiring recurring fair value

MRAsUre M ts - - 20,330 28,330
31 December 2018

Financial assets

Equity investments: Financial assats at fair value

throwgh profit or loss 656 . . 658
Equity investments: Financial assats at fair value

through other comprehensive income - - 594 554
Crozs-currency and Interest rate swap - - 1,238 1,238
Total assets requiring recurring fair value

measurements 858 - 1.832 2,488
Financial liabilities

Mon-deliverable forward contract for shares - - 31,886 31,858
Tatal liabilities requiring recurring fair value

measurements - - 31,806 31,896

There were no changes in the wvaluation techmnigues, inputs and assumptions for recurring fair value
measurements during the year ended 31 Dacamber 2019,

As at 31 December 2019 and 31 Decomber 2018 the fair value of the non-deliverable forward contract for
shares is determined based on the Monte-Carfdo model, taking into account adjustments and using
unobservable inputs, and included in Level 3 of fair value hierarchy (Mote 20).
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The valuation of the Lewvel 3 financial liability and the related sensitivity to reasonably possible changes in
unobservable inputs are as follows as at 31 December 2019 and 31 December 2018:

Significant
unobseryablel Reasonably Change of fair
Valuation observable possible Reasonably value
Fair valug __ technique Inpats change Ible values  measurement
Financial liability
As at 31 December 2019
) ) -2% 5,00 parcent {338)
?ﬁslﬂg; 28510 Morte-Cario b oy +2%, 800 parcent 6ar
for shares ' model Market wvalue of -20% RR 04481 5713
the share +20% RR 05721 {5.481)
As at 31 December 2018
2% 5 00 percent {157}
mﬂ'm:; 31 896 Morte-Caro Divicaradyluid +2% 5 00 percent 264
for shanes ' model Market value of -20% RR 0.3837 5,048
the share +20% R 0.5845 [5,040)

Based on management's assessment, possible changes of unobservable inputs do not have a significant
impact on the fair value of the non-deliverable forward contract,

The estimated fair value of the non-deliverable forward contract is significantly influenced by observable
inputs, in particular, by the market value of the shares which was RR 0.5801 as at 31 December 2019

(31 December 2018: RR 0.4871) (Note 20,
b) Assets and fabilities not measured at fair value but for which fair value is disclosed

Financial assets carrfed at amortised cost. The Group considers that the fair value of cash (Level 1 of the
fair value hierarchy), cash equivalents and short-term deposits (Level 2 of the fair value hierarchy), short-term
accounts receivable (Level 3 of the fair value hierarchy) approximates their camrying value. The fair value of
long-term accounts receivable, other non-current and cument assets is estimated based on future cash flows
expected to be received including expected losses (Level 3 of the fair value hicrarchy); the fair value of these
assels approximates their carmrying value.

Liagbilities carried af amortised cost The fair value of floating rate Babilities approximates their camying
valua. The fair value of bonds is based on quoted market prices (Level 1 of the fair value hierarchy). Fair value
of the fixed rate liabilities is estimated based on expected cash flows discounted at current interest rates for
new instruments with similar credit risk and remaining maturity (Level 3 of the fair value hierarchy).

The fair value of current liabilities carried at amortised cost approximates their carrying value.

As at 31 December 2019 the fair value of bonds exceeded their carrying value by RR 2,519 million. As at
31 December 2018 the cammying value of bonds exceeded their fair value by RR 1,243 million.

As at 31 December 2019 the camying value of non-current fixed rate debt was RR 693,434 milion and
exceaded its fair value by RR 922 million (31 December 2018: the carrying value of non-current fixed rate
debt was RR 69,901 million and exceeded its fair value by RR 3,263 million).
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Mote 33.  Presentation of financial instruments by measurement category

The following table provides a reconciliation of classes of financial assets with the measurement categories
of IFRS 9 Financial instruments and information about the balance of special funds held on the accounts at
the Federal Treasury as at 31 December 2019,

Financial
Financial assets
pssels at fair value
Financial at fair value  through other
assets at through comprehensive
As at 31 December 2018 amortised cost profit or loss income Total
Assets
Other non-current assets (Note 10) 12,616 - - 12,616
Fromissary notes 11,778 : = 11,778
Long-term receivables 384 = * 364
Long-term lcans issued 474 - - ard
Financial assets at fair value through profit
or loss - 3 - 3
Financial assets at fair value through other
comprehensive income - - 418 418
Trade and other receivables (Note 12) 35,084 - - 39,084
Trade receivables 35 485 - - 35,455
Cther linancial recenables 35688 - - 3 588
Other current assets (Note 14) 55,926 - . 55926
Special funds 8,100 . 9,100
Deposits 46 B0 - - 45,801
Shart-term |aans issued 25 - - 25
Cash and cash equivalents (Note 11} 41,047 - . 41,047
Total financial assets 148,673 3 418 148,084
Nonfinancial assets 772818
Mon-current assets classified as held for
sale 3,106
Total assets 825,118

The following table provides a reconciliation of classes of financial assets with the measurement
categories of IFRS 9 Financial instruments and information about the balance of special funds held on
the accounts at the Federal Treasury as at 31 December 2018,
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Financial
Financial assels
assels at fair value
Financial at fair value through other
assets at through comprehensive
As at 31 December 2018 amortised cost profit or loss incoma Total
Assets
Cther non-current assets (Note 10) 12,370 1,238 - 13,608
Promigsory noles 11,624 - - 11,624
Cross currency and interast @te swap = 1,238 - 1,238
Longterm recenables 250 - - 250
Long-term loans issued 456 - - 456
Financial assets at fair value through profit
_orloss - 856 - 858
Financial assets at fair value through other
comprehensive Income - - 584 584
Trade and other receivables (Note 12) 53,428 - - 53,428
Trade receivables 36,256 36,256
Cther financial recenvables 17,170 - - 17,170
Cther current assets (Note 14) 33,810 - - B0
Special funds 3,821 . - 3821
Deposits 29947 - - 29 967
Short-term loans issued 22 . s 2
Cash and cash equivalents (Note 11) 65,432 - - 65,432
Total financial assets 185,038 1,894 584 167,528
MNon-linancial assets 783,955
MNon-current assats classified as held for
sale 450
Total assets 831,931

The table below includes information about gross carrying amounts and credit loss allowance for promissory
notes, loans issued and other financial receivables related to Stage 3 of the 3-stage impaiment accounting
moadel for nancial assets (Note 2):

31 Decambar 2019 31 Decembsar 2018
Gross Lifetime Gross Lifetime
carrying  expected credit carrying  expected credit
amount  losses allowance amount losses allowance
Procrissary notes 14,025 14,025) 14,026 (14,025)
Loans lssued 2738 {2.735) 3,050 {2,050)
Cither financial recervables 6,752 {58,216) 7,282 {5,067

The movement of credit loss allowance for these financial assets for the years ended 31 December 2019 and
31 December 2018 was insignificant.

The amount of credit loss allowance for trade receivables is disclesed in Nobe 12.

All other financial assets largely belong to Stage 1 of the 3-stage impairment accounting model, and the
axpacted credit lossas for these assets are insignificant al both reporting dates.

As at 31 December 2019 financial liabilities of the Group camed at fair value are represented by the non-
deliverable forward contract for shares in the amount of RR 25,510 million (Mote 20} (31 December 2018
RR 31,896 million), as wall as by cross-currency and interest rate swap in the amount of RR 820 milion (Mote
21) {31 December 2018; interest rate swap recognised as asset in the amount of RR 1,238 million (Note 10)).

All other financial labilities of the Group are carried at ameortised cost and are represented mainly by the
current and non-current debt (Note 19), trade payables, accounts payable under factoring agreements and
other accounts payable (Mote 22).

Note 34,  Subsequent events

There were no significant subsequent events that can influence the Group's financial position, cash flows or
operating results which took place during the peried between reporting date and date of signing of the Group's
consolidated financial statements for the year ended 31 December 2019 prepared in accordance to IFRS,
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Mote 35.  Accounting policies before 1 January 2018

Accounting policies applicable to the comparative period ended 31 December 2018 in accordance with |1AS 17,
Leases, are presented below.

Finance lease flabilities, Whare the Group is a lessee in a lease which transferred substantially all the risks
and rewards incidental to ownership to the Group, the assets leased are capitalised in property, plant and
equipmant at the commencement of the lease at the lower of the fair value of the leasaed asset and the present
value of the minimum lease payments. Each lease payment is allocated between the Habiity 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 Bfe or the shorter lease term if the Group is not reasonably certain that it will
obtain ownership by the end of the lease term.

Operating leases. \Where the Group is a lessee in a leass which does not transfer substantially all the risks
and rewards incidental to ownership from the lessor to the Group, the total lease payments, including
payments in refation to expected rent cancellation, are charged to proftt or less for the year on a straight-ing
basis over the lease term. The lease term Is the non-cancellable peried 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 mception of the lease it 5 reasonably certain that the
lessae will exercise the option.

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