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PISC IDGC of North Caucasus

Consolidated Interim Statement of Financial Position as at 30 June 2013
(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

Notes 30 June 2015 30 June 2014 1 January 2014

(restated) (restated)
ASSETS
Non-current assets
Property. plant and equipment 6 16,708,991 16,931,275 19,184,368
Intangible assets 86.306 86,386 77,500
Accounts receivables and loans issued 418.966 391,365 456,062
Deferred tax assets 1,932,754 1.584.405 982,841
Other non-current assets 1,076,194 1,061,789 1,036,601
Total non-current assets 20,223,211 20,055,220 21,737,372
Current assets
Inventories 613,665 747.126 749,091
Income tax receivable 14,388 1,721 197
Trade and other receivables 2435,044 3,086,186 3,151,625
Prepayments for current assets 25,458 18,139 51,784
Cash and cash equivalents 1,630.186 1.858,201 1,975,262
Non-current assets held for sale 7,191 10,539 14,009
Total current assets 4,725,932 5,721,912 5,941,968
TOTAL ASSETS 24,949,143 25,777,132 27,679,340
EQUITY AND LIABILITIES
Equity
Share capital 7 154,562 154,562 154,562
Additional paid in capital 5,052,502 5,052,502 5,052,502
Reserves (206,024) (142,755) (122,725)
Retained (loss)/earnings (7.826,302) (4,878.846) 3.641.574
Total equity (2,825,262) 185.463 8,725,913
Non-current liabilities
Loans and borrowings 8 3.359.371 5,522,900 4,533,217
Trade and other payables 460,211 476,365 306,368
Employee benefits 732,289 632,287 581,614
Total non-current liabilities 4,551,871 6,631,552 5,421,199
Current liabilities
Loans and borrowings 8 5,254,990 2,054,955 2,041,089
Trade and other payables 14,588.206 13,912,184 10,733,468
Provisions 9 964,494 2,031,806 428.656
Other taxes payable 2,204,566 705412 211,744
Current tax liabilities 210,278 255,760 117,271
Total current liabilities 23,222,534 18,960,117 13,532,228
Total liabilities 27,774,405 25,591,669 18,953,427
TOTAL EQUITY AND LIABILITIES 24,949,143 25,777,132 27,679,340

These Consolidated Interim Condensed Financial Statements were approved by management on 26 August 2015 and

were signed on its behalf by:

General Director

Chief accountant

The consolidated interim statement of financial poﬁ;@m, 540 be read in gdr[iunctiorl with the notes to, and forming part of, t

.15‘!‘1.1:.-‘?.&! e
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consolidated interim condensed financial statements set‘out on pages 7.10°25.

U.V. Zaytsev

N.B. Larionova
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PJISC IDGC of Northern Caucasus

Consolidated Interim Statement of Profit or Loss or Qther Comprehensive [neome
Jfor the six months ended 30 June 2015

{Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

For the six months ended

Notes 30 June 2015 30 June 2014

(restated)

Revenue 10 7,620,000 6,963,873
Operating expenses 11 (10,862,852) (9,555,346)
Other income 68,481 70,989
Operating loss (3,174,371) (2,520,484)
Finance income 119,372 118,030
Finance costs (229,615) (114,489)
Loss before income tax (3,284,614) (2,516,943)
Income tax benefit 337,158 74,360
Loss for the period (2,947,456) (2,442,583)

Other comprehensive income/(loss)
ltems that will never be reclassified to profit or loss

Remeasurement of defined benefit liability (62,228) 38,419
Related income tax (1,041) (7.684)
Total items that will never be reclassified 1o profit or loss (63,269) 30,735
Other comprehensive (loss)/income, net of income tax (63.,269) 30,735
Total comprehensive loss for the period (3,010,725) (2,411,848)
Loss per share - basic and diluted (in RUB) 7 (19.07) (15.80)
4

The consolidated interim statement of profit or loss and other comprehensive income is to be read in conjunction with
the notes to, and forming part of, the consolidated interim condensed financial statements set out on pages 7 to 25.



PJISC IDGC of Northern Caucasus

Consolidated Interim Statement of Cash Flows for the six months ended 30 June 20135
(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

For the six months ended

Note 30 June 2015 30 June 2014
(restated)
OPERATING ACTIVITIES:
Loss before income tax (3,284,614) (2,516,943)
Adjustments for:
Depreciation and amortisation 11 734,930 760,552
Allowance for impairment of accounts receivable 11 1,843,095 2,258,649
Allowance for obsolescence of inventories (5,846) 1,255
Impairment loss on property, plant and equipment 11 56,848 3.333
Provision for unused vacation (9,177) 50,745
Provision for legal processes 9,11 467,826 174,835
Finance income (119,372) (118,030)
Finance costs 229,615 114,489
Gain on disposal of property, plant and equipment (20,509) (50)
Operating profit before working capital changes (107,204) 782,835
Change in accounts receivable (1,143,902) (1,780,881)
Change in prepayments for current assets (7,362) 22,990
Change in inventories 150,887 (52,319)
Change in financial assets related to the employee benefit fund 3,761 1,863
Change in accounts payable (673,218) 1,423,785
Change in employee benefits 1,091 1,502
Change in other taxes payable 1,499,154 347,175
Cash flows (used in)/ from operations before income tax
and interest paid (276,793) 692,950
Interest paid (394.,977) (211,833)
Income tax paid in cash (70,381) (240,526)
Net cash flows (used in)/ from operating activities (742,151) 240,591
INVESTING ACTIVITIES:
Acquisition of property, plant and equipment (596,580) (515,116)
Proceeds from disposal of property, plant and equipment 16,000 45
Acquisition of intangible assets (19,538) (4,208)
Loans issued - (91.665)
Interest received 54,882 42,506
Net cash flows used in investing activities (545,236) (568,438)
FINANCING ACTIVITIES:
Proceeds of loans and borrowings 1,062,211 482,399
Dividends paid (14) (38)
Repayment of finance lease liabilities (2,825) (2,229)
Net cash flows from financing activities 1,059,372 480,132
Net (decrease)/ increase in cash and cash equivalents (228,015) 152,285
Cash and cash equivalents at the beginning of the period 1,858,201 1,975,262
Cash and cash equivalents at the end of the period 1,630,186 2,127,547
g

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

Consolidated Interim Statement of Changes in Equity for the six months ended 30 June 20135
{Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

Note 1. Background
(a) The Group and its operations

Due to changes in the Civil Code of the Russian at the Annual General Shareholders’ Meeting held on 11 June 2015 the
changes of organizational and legal form in the Charter of the Company were approved. Open Joint Stock Company
Interregional Distribution Company of Northern Caucasus was changed to Public Joint Stock Company Interregional
Distribution Company of Northern Caucasus.

Public Joint Stock Company Interregional Distribution Grid Company of Northern Caucasus (hereafter, the “Company”
or “PJSC IDGC of Northern Caucasus”, previously “0GJSC IDGC of Northern Caucasus™) and its subsidiaries (together
referred to as the “Group”) comprise joint stock companies as defined in the Civil Code of the Russian Federation. The
Company was set up on 14 June 2006 based on Resolution no. 223 of 14 June 2006 of the Russian Open Joint-Stock
Company RAO “United Energy Systems of Russia” (hereafter, “RAO UES”).

On 1 April 2008 the reorganization of the Company was completed through the merger of the grid companies of JSC
Stavropolenergo, JSC Dagenergo, and JSC Caucasian Energy Management Company.

The Company’s registered office is 18, Podstancionnaya Street, Energetik village, Pyatigorsk, Stavropol region, the
Russian Federation, 357506.

The Group consists of the Company and its subsidiaries:

Ownership, %

Name 30 June 2015 31 December 2014
JSC Dagenergoset 100.0 100.0
JSC Grid Company of Dagestan/ JSC Energoservice 100.0 100.0

On 3 April 2015 due to changes in the Charter of JSC Energoservice the name and organisational and legal form was
changed to Joint Stock Company Grid Company of Dagestan.

The Group’s principal activity is the transmission of electricity and the connection of customers to the electricity grid.

As at 30 June 2015 the Russian Government owned 86.32% of the voting ordinary shares and 7.01% of the preference
shares of PJSC ROSSETI (previously JSC Rugrids), which in turn owned 92.00% of the Company.

(b)  Relations with the state and regulation of the Group

In accordance with legislation, the Group’s tariffs are controlled by the Federal Service on Tariffs and by the Executive
Bodies of subjects of the Russian Federation in the field of state regulation of tariffs.

As of 21 July 2015 the Federal Service on Tariffs was abolished and its powers were transferred to the Federal
Antimonopoly Service.

(c) Russian business environment

For the six months ended 30 June 2015 and in 2014, the Russian economy was negatively impacted by a significant
drop in crude oil prices and a significant devaluation of the Russian Rouble, as well as sanctions imposed on Russia by
several countries. In December 2014, the Rouble interest rates have increased significantly after the Central Bank of
Russia raised its key rate to 17%. As on 30 June 2015 the key rate was 11.5%. The combination of the above resulted in
reduced access to capital, a higher cost of capital, increased inflation and uncertainty regarding economic growth, which
could negatively affect the Group’s future financial position, results of operations and business prospects. Management
believes it is taking appropriate measures to support the sustainability of the Group’s business in the current
circumstances.



PISC IDGC of Northern Caucasus

Consolidated Interim Statement of Changes in Equity for the six months ended 30 June 2015
(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

Note 2. Basis of preparation

(a) Statement of compliance

These consolidated interim condensed financial statements (hereinafter ‘financial statements’) have been prepared in
accordance with International Financial Reporting Standards (‘IFRSs’) pursuant to Federal Law No.208-FZ On
consolidated financial reporting.

(b)  Basis of measurement

The consolidated interim condensed financial statements are prepared on the historical cost basis except that property,
plant and equipment was revalued to determine deemed cost as part of the adoption of IFRS as at 1 January 2010.

(c) Functional and presentation currency

The national currency of the Russian Federation is the Russian Rouble (“RUB”), which is the Company’s functional
currency and the currency in which these consolidated interim condensed financial statements are presented. All
financial information presented in RUB has been rounded to the nearest thousand, except when otherwise indicated.

(d)  Going concern
These consolidated interim condensed financial statements have been prepared on a going concern basis.

As at 30 June 2015 the Group had a net working capital deficit of RUB 18,496,602 thousand (as at 31 December 2014:
RUB 13,238,205 thousand), including a net working capital deficit attributable to JSC Dagenergoset, the Company’s
subsidiary, in the amount of RUB 11,833,417 thousand as at 30 June 2015 (as at 31 December 2014:
RUB 10,634,018 thousand).

The net loss of the Group of RUB 2,947,456 thousand for the six months, ended 30 June 2015 (for the six months 2014,
ended 30 June 2014: RUB 2,442,583 thousand), including attributable to carrying amounts of JSC Dagenergoset of
RUB 1,421,180 thousand (for the six months, ended 30 June 2014: RUB 1,894,521 thousand).

Of the accounts payable, as at 30 June 2015 RUB 6,844,086 thousand (as at 31 December 2014:
RUB 6,489,079 thousand) is due to JSC Dagestan Power Sales Company (hereinafter, JSC DPSC), the subsidiary of
PJSC ROSSETI, and hence a related party. In 2014 PJSC DPSC filed a court claim against JSC Dagenergoset to
recover accounts payable for the compensation for electricity losses. JSC Dagenergoset filed a counter-claim against
PJSC DPSC to recover the electricity transmission services payables (Note 14(e)).

JSC Dagenergoset was involved in certain legal proceedings concerning recognizing it as a bankrupt. As on
30 June 2015 the Arbitration court of the Dagestan Republic dismissed the claims of creditors to recognize
JSC Dagenergoset as a bankrupt.

There are current judicial proceedings in regard to tax disputes to JSC Dagenergoset. As at 30 June 2015 and at
31 December 2014 in accordance with tax authorities decision settlement accounts were arrested. At the same time in
2014 and 2015 reporting periods JSC Dagenergoset continued its operating activities. As of 1 July 2015 the
transmission of electricity on the territory of the Dagestan Republic was carried out by JSC Dagestan Grid Company,
another subsidiary of the Company.

Management monitors maturities of the estimated cash flows from operating and financing activities and manages
current liquidity using open credit lines. As at 30 June 2015 the Group had unused credit lines in the amount of
RUB 1,622,492 thousand (as at 31 December 2014: RUB 2,684,702 thousand). Management considers that the Group
has the ability to raise additional loans and borrowings.

In order to increase efficiency of working capital management the Group is focused on an increased collection of trade
receivables, including doubtful receivables. The Group approved a plan of measures to reduce outstanding receivables
for electricity transmission and settlement of disputes with customers. The issues regarding collection of receivables are
considered by the Management Board on a regular basis.

Management believes that the Group has adequate resources to continue operation activities and to repay current
liabilities. Management also believes that measures taken would be able to improve finance statements of the Group and
there is no significant uncertainty regarding the Group’s ability to continue as going concern in the foreseeable future.

Uise of judgments, estimates and assumptions

The preparation of consolidated financial statements in conformity with 1FRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts of
assets, liabilities, income and expenses. Actual results may differ from those estimates.



PISC IDGC of Northern Caucasus

Consolidated Interim Statement of Changes in Equity for the six months ended 30 June 2015
(Unaudited)

{thousands of Russian Roubles, unless otherwise stated)

In preparing these consolidated interim condensed financial statements, the significant judgments made by management
in applying the Group’s accounting policies and the key sources of estimation uncertainty were the same as those
applied to the consolidated financial statements as at and for the year ended 31 December 2014. The key sources of
estimation uncertainty were the same as those applied to the consolidated financial statements as at and for the year
ended 31 December 2014.

(e) Presentation of changed data, changes in accounting approaches and correction of errors

Changes in the approach to recognizing revenue from connection agreemenis

The Group revised its approach to recognizing revenue from connection agreements for long-cycle projects to connect a
consumer to a power grid where constructing a part of the grid (a new fixed asset) is required. In 2014, the Group
recognized revenue from such agreements based on incurred and capitalized construction costs added to the cost basis
of the fixed asset. The Group's analysis established that such connection work often involves a high level of uncertainty
about the final construction costs, project completion times and final connection charge that is subject to approval by
the regulating authorities after the completion of the project and may significantly affect the initial costs under the
agreement. According to the historical analysis, the Group has limited ability to accurately estimate revenue from
ronnection agreements and the project status at the end of the reporting period due to these factors that the Group
cannot influence. Thus, the Group concluded that revenue from connection agreements is mostly recognized at the time
the delivery and acceptance certificate is signed with the final connection charge approved by the regulatory authorities
and connection technical due diligence completed.

The change in the accounting approach to connection agreements was recorded retrospectively, with the Group restating
the data as at 31 December 2014, as at | January 2015 and for the six month 2015,

The accounting approach fo settlements under the technical scope assignment agreement with

PJISC FGC UES

When preparing the financial statements for the year ended 31 December 2014, the Group identified instances of
incorrect recognition of unsettled payments under the technical scope assignment agreement with PJISC FGC UES
(previously OJSC FGC UES). Receivables for services provided by the Group and payables (advances received) were
presented in the financial statements net for the period from completion of work by the Group until the acceptance of
work by PISC FGC UES required under the agreement. Due to a dispute between the Group and PJSC FGC UES under
this agreement, the Group should not have recorded receivables in the amount of RUB 787,319 thousand net within the
advances received until the completion of work and the signing of the delivery and acceptance certificate by PISC FGC
UES. Since no consensus was reached under this agreement (including as at the reporting date) with PISC FGC UES
not confirming any full settlement under the agreement, the Group concluded that receivables and payables had been
recorded incorrectly. Given that the Group did not expect any full settlement under the agreement in 2013 and 2014, the
receivables were recorded as long-term receivables as at 31 December 2013 and 1 January 2013 within other non-
current assets. The payables represent short-term payables, as the obligations were to be performed by 1 January 2013
under the agreement and should be treated as short-term payables until full settlement.

Reclassification
Certain comparative amounts have been reclassified to conform to the current year’s presentation.

As at 31 December 2014, the Group changed the grouping and substance of items related to revenue from identified
unsanctioned consumption, certain operating expenses and other operating income, since the Group believes that the
presentation format used for the 2014 financial statements is more appropriate and allows its users to analyze trends for
projecting and economic decision-making purposes.

The Group reclassified the following comparatives for the six months ended 30 June 2014 based on the current year
data:

. operating expenses: operating expense items disclosed in the Notes were adjusted to changes in the substance of
such expenses;

. other income in the amount of RUB 943 thousand for the period was reclassified from operating expenses to
other operating income.




PJISC IDGC of Northern Caucasus

Consolidated Interim Statement of Changes in Equity for the six months ended 30 June 2015
(Linaudited)

(thousands of Russian Roubles, unless otherwise stated)

The table below shows the quantitative information about the impact of the above changes on the Group's consolidated
statement of financial position as at 1 January 2014 and 30 June 2014 and its consolidated interim condensed statement
of profit or loss and other comprehensive income for the six month ended 30 June 2014.

The impact on the consolidated statement of financial position as at 1 January 2014:

Recalculation The effect of
1 January 2014 effect of reflection AR
(previously connection to the  &AR on PPE of 1 January 2014
reported) electricity network  PJSC FGC UES (restated)
ASSETS
Non-current assets
Deferred tax assets 970,948 11,893 982,841 082,841
Other non-current assets 249282 787.319 1,036,601 1,036,601
Total non-current assets 20,938,160 799,212 21,737,372 21,737,372
Current assets
Trade and other receivables 3,290,484 (138,859) 3,151,625 3,151,625
Total current assets 6,080,827 (138,859) 5,941,968 5,941,968
TOTAL ASSETS 27,018,987 660,353 27,679,340 27,679,340
EQUITY AND LIABILITIES
Equity
Retained earnings 3,689,148 (47.574) 3.641.574 3,641,574
Total equity 8,773,487 (47,574) 8,725,913 8,725,913
Current liabilities
Trade and other payables 9,905,442 828.026 10,733,468 10,733,468
Other taxes payable 331,843 (120,099) 211,744 211,744
Total current liabilities 12,824,301 707,927 13,532,228 13,532,228
Total liabilities 18,245,500 707,927 18,953,427 18,953,427

TOTAL EQUITY AND
LIABILITIES 27,018,987 660,353 27,679,340 27,679,340




PJISC IDGC of Northern Caucasus

Notes to the Consolidated Interim Condensed Financial Statements for the six months ended 30 June 2015

(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

The impact on the consolidated statement of financial position as at 30 June 2014:

The effect of
Recalculation reflection AR
30 June 2014 effect of & AR on PPE
(previously connection to the of PJSC FGC 30 June 2014
reported) electricity network UES (restated)
ASSETS
Non-current assets
Deferred tax assets 1,174,545 11,893 - 1,186,438
Other non-current assets 290,136 - 787,319 1,077,455
Total non-current assets 21,230,417 11,893 787,319 22,029,629
Current assets
Trade and other receivables 2,853,925 - (120,099) 2,733,826
Total current assets 5,822,538 - (120,099) 5,702,439
TOTAL ASSETS 27,052,955 11,893 667,220 27,732,068
EQUITY AND LIABILITIES
Equity
Retained earnings 1,112,173 (47,574) - 1,064,599
Total equity 6,227,247 (47,574) - 6,179,673
Current liabilities
Trade and other payables 11,593,596 59,467 787319 12,440,382
Other taxes payable 679.018 - (120,099) 558,919
Total current liabilities 14,903,473 59.467 667,220 15,630,160
Total liabilities 20,825,708 59,467 667,220 21,552,395
TOTAL EQUITY AND
LIABILITIES 27,052,955 11,893 667,220 27,732,068

The impact on the consolidated statement of profit of loss and other comprehensive income for the six month

ended 30 June 2014:

For the six month
ended 30 June

For the year ended

2014 (previously Recalculation 30 June 2014

reported) effect (restated)
Operating expenses (9 554,466) (880) (9,555,346)
Other operating income, net 70,046 943 70,989
Operating loss (2,520,547) 63 (2,520,484)
Finance costs (114,426) (63) (114.,489)

Note 3. Significant accounting policies

In preparing these consolidated interim condensed financial statements, the methods for determination of fair
values were the same as those applied to the consolidated financial statements as at and for the year ended
31 December 2014, except for the changes related to the application of new standards and interpretations in force

from | January 2015.

New standards and interpretations not yet adopted

A number of new Standards. amendments to Standards and Interpretations are not vet effective as at
30 June 2015, and have not been applied in preparing these consolidated interim financial statements. The Group
has not yet analysed the likely impact of the new standards on its financial position or performance. The Group



) PJSC IDGC of Northern Caucuasus
Notes to the Consolidated Interim Condensed Financial Statements for the six months ended 30 June 2015
(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

plans to adopt the following pronouncements when they become effective:

IFRS 15 Revenue from Contracts with Customers. IFRS 15 establishes a single framework for revenue
recognition and contains requirements for related disclosures. The new standard replaces IAS 18
Revenue, 1AS 11 Construction Contracts, and the related interpretations on Revenue recognition. The
standard is effective for annual periods beginning on or after | January 2017, with earlier application
permitted.

Amendments to 1AS 16 Property, Plant and Equipment, and 1AS 38 [ntangible Assets, entitled
“Clarification of Acceptable Methods of Depreciation and Amortization”. Amendments clarify that the
use of revenue-based methods to calculate the depreciation of an asset is not appropriate, because revenue
generated by an activity that includes the use of an asset generally reflects factors other than the
consumption of the economic benefits embodied in the asset. These amendments are effective for annual
periods beginning on or after 1 January 2016 with earlier application permitted.

IFRS 9 Financial Instruments was issued in phases and ultimately replaced IAS 39 Financial
Instruments: Recognition and Measurement. 1IFRS 9 brings together the requirements for the
classification and measurement, impairment and hedge accounting of financial instruments. In respect of
impairment IFRS 9 replaces the “incurred loss® model used in IAS 39, with a new ‘expected credit loss’
model that will require a more timely recognition of expected credit losses. The standard is effective for
annual periods beginning on or after 1 January 2018, with earlier application permitted. The Group
recognises that the new standard introduces many changes to the accounting for financial instruments and
is likely to have a significant impact on Group’s consolidated financial statements. The Group is currently
assessing the impact of the standard on the consolidated financial statements. The Group does not intend
to adopt this standard early.

Amendments to IFRS 10 Consolidated Financial Statements and 1AS 28 Investments in Associates and
Joint Ventures entitled Sale or Contribution of Assels between an Investor and its Associate or Joint
Venture. These narrow scope amendments clarify, that a full gain or loss is recognized when a transaction
involves a business (whether it is housed in a subsidiary or not), and a partial gain or loss is recognized
when a transaction involves assets that do not constitute a business. The amendments are effective for
annual periods beginning on or after 1 January 2016 with earlier application permitted.

Amendment to IFRS 11 Joint Arrangements, entitled Accounting for Acquisitions of Interests in Joint
Operations. The amendment adds new guidance on how to account for the acquisition of an interest ina
joint operation that constitutes a business and requires the application of IFRS 3 Business Combinations,
for such acquisitions. The amendment is effective for annual periods beginning on or after 1 January
2016, with earlier application permitted.

The impact of the new standards, interpretations and amendments

In 2015 the Group applied several other new standards and amendments for the first time. However, they do not
significantly impact the consolidated financial statements:

Defined Benefit Plans: Employee Contributions — Amendments to TAS 19 Employee Benefits. The
objective of the amendments is to simplify the accounting for contributions that are independent of the
number of years of employee service, for example, employee contributions that are calculated according
to a fixed percentage of salary.

Various improvements to IFRSs which result in accounting changes for presentation, recognition or
measurement purposes, will come into effect for annual periods beginning on or after | January 2015.

Note 4. Determination of fair value

A number of the Group’s accounting policies and disclosures require the determination of fair value, for both
financial and non-financial assets and liabilities.

In preparing these consolidated interim condensed financial statements, the methods for determination of fair
values were the same as those applied to the consolidated financial statements as at and for the year ended
31 December 2014,



PJSC IDGC of Northern Caucasus

Notes to the Consolidated Interim Condensed Financial Statements for the six months ended 30 June 2015
(Unaudited)

fthousands of Russian Roubles, uniess atherwise stated)

Note 5. Operating segments

The Management Board of the Company has been determined as the Group Chief Operating Decision-Maker,

The Group's primary activity is the provision of electricity transmission services within the regions of the
Russian Federation. The internal management reporting system is based on segments relating to electric energy
transmission in separate regions of the Russian Federation and segments relating to other activities,

The Management Board regularly evaluates and analyses the financial information of the segments reported in
the statutory financial statements of respective segments.

In accordance with requirements of IFRS 8 based on the information on segment revenue, profit before income
tax and total assets reported to the Management Board the following reporting segments were identified:

e Transmission Segments: Dagestan, North Ossetia-Alania, Stavropol region, Kabardino-Balkaria and
Karachaevo-Cherkessia Republics, Republic Ingushetia - the main activity of which is the provision of
¢lectricity transmission and distribution services within the Russian Federation;

e  Other includes operation of JSC Grid Company of Dagestan (earlier JSC Energoservice) which doesn’t
meet any of the quantitative thresholds for determining reportable segments.

Unallocated items comprise corporate balances of the Company’s headquarters which do not constitute an
operating segment under IFRS § requirements.

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

Information regarding the results of each reportable segment is included below. Performance is measured based
on segment revenue and profit before income tax, as included in the internal management reports that are
reviewed by the Management Board. Segment profit is used to measure performance as management believes
that such information is the most relevant in evaluating the results of certain segments relative to other entities
that operate within these industries.
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PJSC IDGC of Northern Caucasus
Notes to the Consolidated Interim Condensed Financial Statements for the period ended 30 June 2013
(Unaudited)

(thousands af Russian Roubles, unless otherwise stated)

(ii) Reconciliation of reportable segment profit / (loss) before income tax

The Group performs its activities in the Russian Federation and does not have any significant revenues from
foreign customers or any significant non-current assets located in foreign countries.

Reconciliation of reportable segment loss before income tax is presented below:
For the six months ended
30 June 2015 30 June 2014

(restated)
Total segment loss before income tax (4,912,265) (3,220,882)
Adjustment on property, plant and equipment 466,898 294,208
Adjustment for finance leasing 3.633 4,368
Adjustment for inventories valuation - (1.408)
Bad debt allowance adjustment 394 836 440,556
Reversal of accrued revenue and expenses on disagreements 1,172,328 -
Retirement benefit obligations recognition (23,377) 15,894
Reclassified expenses for the purposes of IFRS (306,126) (1,421)
Discounting of long-term receivables 33,933 9.802
Discounting of long-term payables (23,438) (20,994)
Other adjustments (1,598) (1.406)
Unallocated (89,438) (35,660)
Loss before income tax per Consolidated Interim Statement of Profit or
Loss and Other Comprehensive Income (3,284,614) (2,516,943)
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PISC IDGC of Northern Caucasus

Nutes to the Consolidated Interim Condensed Financial Statements for the period ended 30 June 2015
(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

Note 7. Equity

Share capital

30 June 2015 31 December 2014

Number of ordinary shares authorised, issued and fully paid 154,562,277 154,562.277
Par value (in RUB) 1.0 1.0
Total share capital (in RUB) 154,562,277 154 562,277

Dividends paid and declared

The Company’s statutory financial statements form the basis for the distribution of profit and other
appropriations. Due to differences between statutory accounting principles and IFRS, the Company’s profit in
the statutory accounts can differ significantly from that reported in the consolidated financial statements
prepared under IFRS,

At the annual general meeting of shareholders of PJSC IDGC of Northern Caucasus held on 11 May 2015 the
decision was made not to declare dividends the year of 2014. As at 30 June 2015 dividends payable of the
Group amounted to RUB 3 776 thousand (as at 31 December 2014: RUB 3 790 thousand).

Loss per share

The calculation of loss per share is based upon the loss for the year and the weighted average number of ordinary
shares outstanding during the reporting period. The Company has no dilutive potential ordinary shares.

In shares 2015 2014
Issued shares at | January 154,562,277 154,562,277
Weighted average nu mber of shares for the six months ended 30 June 154,562,277 154,562,277

For the six months ended

30 June 2014

30 June 2015 (restated)

Weighted average number of ordinary shares issued 154,562,277 154,562,277
Loss attributable to the shareholders (2,947.456) (2,442,583)
Weighted average loss per ordinary share — basic and diluted (in RUB) (19.07) (15.80)




PISC IDGC of Northern Caucasus
Notes to the Consolidated Interim Condensed Financial Statements for the period ended 30 June 2015

(Unaudited)

{thousands of Russian Roubles, unless otherwise stated)

Note 8. Loans and borrowings

Non-current loans and horrowings

Effective Year of
interest rate,» Currency maturity 30 June 2015 31 December 2014
Loans
JSC Sberbank* 7.9-1241 RUB 2016-2018 2,577,510 3,015,297
JSC Gazprombank* 9.5-20.00 RUB 2016 774,648 2,493 541
Finance lease liability 7,213 14,062
Total 3,359,371 5,522,900
Current borrowings
Effective
interest rate,% Currency 30 June 2015 31 December 2014
Current portion of long term loans
JSC Sberbank* 7.9 1241 RUB 1,499,998 -
JSC Gazprombank* 9.5 —20.00 RUB 1,725,047 -
Total loans 3,225,045 =
Borrowings
PJSC ROSSETI** - RUB 30,000 30,000
Total borrowings 30,000 30,000
Promissory noles
PJSC ROSSETI** . RUB 1,541,035 1,541,035
PISC FGC UES** 9.0 RUB 296,460 296,460
PISC FGC UES** - RUB 125,268 125,268
Total promissory notes 1,962,763 1,962,763
Interest on loans 31,846 26,562
Interest on promissory notes 1,312 29,477
Current portion of finance lease liability** 4,024 6,153
Total 5,254,990 2,054,955

*- Loans from government-related entities.

**_ Borrowings and promissory notes from the Parent company and its subsidiary.

For the year ended 30 June 2015 there were no any repayment of loans and principal borrowings. The Company

raised RUB 1,062,211 thousand using previously open credit line.

All loans and borrowings listed above are bank borrowings with fixed interest rate.

The Group has not entered into any hedging arrangements in respect of its interest rate exposure.

As at 30 June 2015 and 31 December 2014 all loans and borrowings were unsecured.
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Notes to the Consolidated Interim Condensed Financial Statements for the period ended 30 June 2013
(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

Note 9. Provisions

2015 2014
Balance as at 1 January 2,031,806 428,656
Provisions raised during the period 592,057 205,809
Provisions used during the period (1,535,138) (37.212)
Provisions reversed during the period (124,231) (30,974)
Balance as at 30 June 964,494 566,279

Provisions relate to legal proceedings and unsettled legal claims against the Group.

A significant decrease in the amount of provisions was the results of provision usage in the first half of 2015,
which were accrued due to decisions issued by tax authorities upon the results of field tax audit and the results of
VAT declarations desk tax audit in 2014 against JSC Dagenergoset for the taxes unpaid. As at 30 June 2015 the
amount of RUB 814321 thousand was due to JSC Dagenergoset (as at 31 December 2014:
RUB 1,889,105 thousand).

Note 10. Revenue

For the six months ended
30 June 2015 30 June 2014

Electricity transmission 7,531,857 6,836,593
Connection services 18,813 59,211
Rental income 8,583 6,844
Other revenue 60,747 61,225
Total 7,620,000 6,963,873

Note 11. Operating expenses

For the six months ended

30 June 2014
30 June 2015 (restated)

Personnel costs 2,990,164 2,516,239
Purchased electricity for compensation of technological losses 2,403,417 1,898,842
Allowance for impairment of trade and other receivables 1,843,095 2,258,649
Depreciation and amortization 734,930 760,552
Electricity transmission 602,814 651,861
Provisions 467,826 174,835
Gains/losses of previous years 425,232 115,283
Raw materials and supplies 302,088 300,899
Rent 294,591 213,715
Taxes other than income tax 118,340 99,694
Electricity and heat power for own needs 66,520 58,302
Impairment loss on property, plant and equipment 56,848 3,333
Other works and production services 54,603 55.373
Security services 50,714 59.830
Management services 39,778 40,373
Repairs, maintenance and installation services 33,112 125,000
Business trip expenses 24,012 40,095
Telecommunication and information services 16,870 18,012
Consulting, legal and audit services 7,959 52,799
Social expenditures and charity expenses 2,469 9,742
Other expenses 327.470 101,918
Total 10,862,852 9,555,346
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(Unaudited)

(thousands of Russian Roubles, unless otherwise stated)

Note 12. Financial risk management

The Group’s financial risk management objectives and policies are consistent with those disclosed in the
consolidated financial statements for the vear ended 31 December 2014.

As at 30 June 2015 the Group holds investments in equity shares of RUB 105 thousand classified as available for
sale measured at fair value and belong to Level | in the fair value hierarchy (as at 31 December 2014:
RUB 97 thousand). Valuation of available-for sale investments is made on a recurring basis using quoted market
prices.

Note 13. Commitments

As at 30 June 2015 the Group has outstanding commitments under the contracts for the purchase and
construction of property, plant and equipment for RUB 2,261.516 thousand (as at 31 December 2014:
RUB 2,715,006 thousand).

Note 14. Contingencies

(a)  Insurance

The insurance industry in the Russian Federation is in a developing state and many forms of insurance protection
common in other parts of the world are not yet generally available. The Group does not have full coverage for its
plant facilities, business interruption or third party liability in respect of property or environmental damage
arising from accidents on Group property or relating to Group operations. Until the Group obtains adequate
insurance coverage, there is a risk that the loss or destruction of certain assets could have a material adverse
effect on the Group’s operations and financial position.

(b)  Taxation contingencies

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

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

(¢) Legal proceedings

The Group is a party 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 of the Group.

(d) Environmental matters

The Group and its predecessors have operated in the electric transmission industry in the Russian Federation for
many years. The enforcement of environmental regulations in the Russian Federation is evolying and the
enforcement posture of Government authorities is continually being reconsidered. The Group’s management
periodically evaluates its obligations under environmental regulations.

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

As at 30 June 2015 the court claim of PJSC DPSC to JSC Dagenergoset due to the compensation for electricity
losses payables amounted to RUB 7,769,114 thousand (as at 31 December 2014: RUB 7,769, 1 14 thousands).

As at 30 June 2015 JSC Dagenergoset reported accounts payable of RUB 6,833,891 thousand and
RUB 6,142,287 thousands of which were related to this c¢laim (as at 31 December 2014:
RUB 6,476,240 thousands and RUB 6,142,287 thousand, respectively).

As at 30 June 2015 the counterclaim of JSC Dagenergoset to PJSC "DESK" due to recovery for the electricity
transmission services amounted to RUB 860,296 thousand (as at 31 December 2014: RUB 734,967 thousands).

The Group’s management assumes that probability assumption of court ruling in respect of the disagreement
amounted is medium,

As PJSC DPSC present no supporting documents for the revised calculations the Group has no basis to
reconsider these changes and to report them.

Note 15. Related parties

(a) Control relationships
As at 30 June 2015 and 31 December 2014 PJSC ROSSETI was the Parent company of the Company.

The party with ultimate control over the Company is the Russian Government, which holds the majority of the
voting rights in PJSC ROSSETI,

The majority of the Group’s related party transactions are with the subsidiaries of PISC ROSSETI and other
state controlled entities.

(b) Transactions with the Parent and entities under common control of the Parent

Transactions with the Parent’s subsidiaries were as follows:
For the six months ended
30 June 2015 30 June 2014

Revenue:

Electricity transmission 3,428,246 2,158,690
Rental income 4,509 3,683
Other revenue 41,673 42,493
Other income 67,434 -
Interest income on loans issued 12,399 20,360
Expenses:

Transactions with the Parent

Management services 38,262 38,262
Services for technical supervision 8.864 7,113
Transactions with the entities under common control of the Parent

Electricity transmission 589,391 615,243
Purchased electricity for compensation of technological losses 1,443,655 1,093,986
Eleciricity and heat power for own needs 34,822 53,294
Other expenses 115,940 10,509

All outstanding balances with related parties are to be settled in cash within a year of the statement of financial
position date. None of the balances are secured.

(e) Transactions with other state controlled entities

In the normal course of business the Group enters into transactions with other entities under Government control.
Prices for electricity and heat are based on tariffs set by the Federal Antimonopoly Service. Bank loans are
provided on the basis of market rates,

Revenues from state-controlled entities for the six months ended 30 June 2015 constitute 7% (the six months
ended 30 June 2014; 13%), including 7% (the six months ended 30 June 2014: 14%) of electricity transmission
revenues.
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Electricity transmission costs for state-controlled entities for the six months ended 30 June 2015 constitute 1%
(the six months ended 30 June 2014: 1%) of total transmission costs.

(d) Transactions with management and close family members

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

Salary and bonuses which are paid to members of Board of Directors and Key Management Personnel for
performing their job responsibilities consist of wages, non-cash benefits, bonuses calculated on the basis of the
results for the period presented in the Company’s obligatory financial statements prepared in accordance with
Russian accounting principles and payments to social funds.

Key management received the following remuneration during the year, which is included in personnel costs:

For the six month ended
30 June 2015 30 June 2014

Salaries and bonuses 26,019 45711

Note 16. Events after the reporting period

Issue of securities

On 27 July 2015 exchange-traded bond program and listing prospectus were approved by Board of Directors,
according to which was made a decision to issue of non-convertible interest-bearing documentary exchange-
traded bearer bonds with mandatory centralized custody, with a total nominal value of all issues of commercial
papers which placed through public subscription within the framework of the exchange of bonds, no more than
RUB 6 billion, inclusive, and with a maturity of no more than 3,640 days from the date of commencement of
exchange bonds placement as a separate issue, placed within the exchange-traded bond program.
On 14 August 2015 exchange-traded bond program assigned an identification number, In the second half of 2015
it is planned to place RUB 2 billion.
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