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"Kubanenergo" PJSC
Consolidated Interim Condensed Statement of Profit or Los,s artd Other Comprehensive Income for the three and six
ntonths ended 30 June 2019 (unaudited)
(in thousands ofRussian rubles)

Three months ended 30 June Six months ended 30 June
Notes

7

10

2019 2018 2019 2018

Revenue
Operating expenses
Revelsal/(accrual) of allowance for'

expected credit losses
Other income
Other expenses

Results from operating activities

Finance income
Finance costs
Total finance costs
Profit/(loss) before income tax

Income tax expense

Profit/(loss) for the period

Other comprehensive income
Items lhat will not be reclassified

sttbseqttentl.y to profit or loss
Remeasurenrents of defi ned benefi t

li abi lity
lncorne tax d
Total items that will not be

reclassified subsequently to profit
or loss

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

Total com prehensive income/(loss)
for the period

Profit/(loss) attributa ble to:
Owners of the Cornpany

Total com prehensive income/(loss)
attributable to:

Owners of the Company

Earnings/(loss) per share
Basic and diluted earnings per ordinary

shale (in Russian lubles)

(40,766)
12 8,153

(32,613)

(32,613)

(324,943)

(2e2,330)

(324,943)

8

9

1 1,178,653
(11,297,824)

(84,762)
479,950
(8,280)

267,731

13,48'7
(483,972)
(470,485)
(202,748)

(89,s82)

(292,330)

t0,524,792
(10,267,8'71)

( l e,1 e2)
362,t20

598,235

20,780

_ (s4s,848)

_ (s2s,068)
73,167

_ (169,s41)

:___ (e5;10_

22,993,311
(22,382,293)

(24s,673)
555,312
(10,143)

910,574

31,642
(e41,372)
(909,730)

844

(230,597)

(229,7s3'l

22,256,686
(21,2s9,940)

| 34,310
403,69s
(3s,338)

1,499,413

35,176
(1,028,s49)

(993,373)
506,040

(409,9s0)

96,090

lt
il

t2

4s,677

_ (9,r3s)

36,s42

36,542

:____G9f1?L

(e6,374)

(s9,832)

(0.32)

(229,7s3)

(278,601)

(0,76)

(6 r,060) 12,992
12,212 (2,598)

(48,848) 10,194

(48,848) | 0,394

(278,601) 106,484 
_

21

96,090

t06,484

0.32(0.e6)

These Consolidated Interim Condensed Financial Statements
22 August2019 and signed on its behalf by:

were appfoved by the management orr

Deputy Director General for Corporate Gq
(by power of attorney No. 231256-n/2 Decernber 2018)

Chief Accountanl

Khazikova

LV. Skiba

The accompanying notes are an integral part of these Consolidated Interirn Condensed Financial Statements.



"Kubanenergo" PISL
Consolidqted In.terim Condensed Finqnciql Stqtement of Financial Position for the three and six months ended 30 June
2019 (unaudited)
(in thousands of Russian rubles)

Notes 30 June 2019 31 December 2018

Assets
Non-cu rrent assets
Propelty, plant and equipment
Intangible assets

Right-of-use assets
Trade and other receivables
Assets related to employee benefits plans
Financial investments
Defened tax assets

Prepayments and other non-curent assets
Total non-cu rrent assets

Assets classified as held fol sale
Total non-current assets

Current assets
In ven tori es

lncome tax prepayments
Tlade and othel receivables
Cash and cash equivalents
Prepayments and other curent assets

Total current assets

Assets classified as held for sale

Total assets

Equity and liabilities
Equity
Share capital
Shale plemiurn
Other leserves
Retained eamings
Total equity attributable to owners of the Company
Total equity

Non-current liabilities
Loans and bon'owings
Trade and othel payables
Customer advance payments
Ernployee benefi ts liabilities
Govemment grants
Total n on-current liabilities

Current liabilities
Loans and borrowings
Trade and other payables
Govemrnent grants
Customel advance payments
Provisions
Current incorne tax Iiabilitres
Tota I current liabilities
Total liabilities

Total equity and liabilities

13

14

15

1',l

16

t8

55,796,919
223,765

1,090,904
13,473

310,290
1

773,763
6,436

58,215,551

39.04s

58,254,596

1,756,085
610,320

8,78 8,953
831,780
64,6s4

12,051,792

20,93]1

_________1!3U,312_

30,379,335
6,48 1,9 | 6

(242,422)
rRtl??r?)
28,505,516
28,505,516

11,576,817

\ 18,257
1,13 1,706

517,017
18,421

13,362,218

s5,871,181
248,821

1t,215
291,221

1

992,148
6,03 8

51 ,427,231

39,045
57,460,276

t7
t9
t8

1,888,232
2s8,888

6,'.709,2s2

2,204,921
102,201

20

I I,163,500

20.931

68,644 701

3 0,3 79,335
6,481,9t6
(193,s7 4)

(7,739,922)

28,927,755
29,927,755

13,283,239
5,3 30

t,24t,6s2
453,065
24,809

15,009,095

22
23

24

22
L)

24

15,487,134
7,983,890

12,27s
4,208,223

768,062
I

il,395,901
8,393,478

12,401
4,1 I 8,71 I

7 8 8,366

28,459,585

41,821,803

70,327,3lg

24,709,957
39,716,952

69,644,707

The accornpanying notes ale an parl of these Consolidated Interim Condensed Financial Statements.



"Kubanenergo" PISL
Consolidqted Interim Condensed Financial Statement of Cqsh Flows for the three and six months ended 30 ,lune 20l9
(unaudited)
(in thousands ofRussian rubles)

Six months ended 30 June
Notes 2019 2018

Operating activities
Profit/(loss) for the period

Adlustntents for:
Depleciati on and arrortization
Finance costs
Finance income
Loss on disposal ofproperty, plant and equiprnent
Loss on disposal of intangible assets
Allowance fol expected credit losses
Allowance for irnpainnent of inventories
Accounts payable wlite-off
Bad debt write-off
Accnral ofprovision
Otlrel non-cash transactions
lncorne tax expense
Total effect of adjustmenfs

Change in financial assets related to employee benefit liabilitres
Clrange in ernployee benefit liabilities
Operating cash flow before changes in working capital ancl reserves

Changes in n,orking capital:
Change in tlade and othel leceivables
Change in advances paid and othel assets
Change in inventolies
Change in govefirment grants
Change in trade and othel payables
Change in custolnet advance paynrents
Change in plovision
Operating cash flow before income tax and interest paid

lncome tax paid
lnterest paid on lease contlacts
Inter est paid
Net cash from / (used in) operating activities

Invcsting activities
Acquisrtion ofpropetty, plant and equiprnent and intangible assets
Proceeds fiorn sale ofploperty, plant and equiprnent and intangible assets
Placement of bank deposits and acquisition of, investlnents
Withdrawal of bank deposits and disposal of investrnents
lntel'est r eceived
Dividends leceived
Net cash used in investing activities

Financing activities
Ploceeds florn loans and borrowings
Repayrnent of loans and botrowings
Dividends paid to ownem ofthe Company
Change in lease liablities
Lease liability payrnents

Net cash florvs from financing activities
Net (decrease)/increase in cash and cash equivalents

Cash and cash eqr.rivalents at the beginning ofthe period

Cash and cash equivalents at the end of the period

l0
ll
ll
9

(229,153)

|,926,800
94t,372
(31,642)

7,612

24s,6'73
(1s4)

(2,46e)
3,460

144,943
(26,87e)
230,597

3,209,560

( l 9,069)
( 1 s.893 )

3, I 74.598

(2,320,7 64)
10,4'74

I 38,580
(6,st4)

(l13,4r6)
( I 8,s76)

(17 | ,7 40)
692,642

(3s 1 ,43 1)
(46,273)

(1,129,ss1)
(834,613)

96,090

1 ,7 44,69 s
r,028,s49
(3s,11 6)

35.331
I

(134,3r0)
(478)

(7,9s I )
3,192

78,581
(36,684)
409,9s0

3,181,802

28,242
(20.223)

3,189,82 |

10

8

(1 ,233,928)
78,78 I

8 t,007
(6,20 l )

652,655
|,882,490
(43,380)

4,601,245

(341,06s)

( r , r45,06s)
3,1 15,1 l5

(1 ,7 48,837)

26,379

(3,842,983)

29,129

22
22

(1,722,458)

2,9t5,261
( r ,654,301 )

(40)

(7 6,996)
I,183,930

(1,373,141)

2,204,921

831 780

(3,8 13,2s4)

32,160,960
(3 r, r 28,839)

(s13)

I,631,608
933,469

I ,68 1,043

2,614,512

t9

t9

The accompanying notes al'e an integl'al palt of these Consolidated Intelirn Condensed Financial Statements.
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"Kubunettergo" PJSC
Notes to the Consolidated Interim Conden.sed Financictl Statements for the three qnd six ntonths ended 30 June 20]9
(unaudited)

(in thousands o/'Russian rubles)

Background

(a) The Group and its operations

The primary activities of "Kubanenergo" PJSC (hereinafter referred to as the "Company") and its
subsidiaries (hereinafter jointly referred to as the "Group" or "Kubanenergo Group of Companies") ale
provision of electricity transmission and distribution selices, and services for technological connection of
consumers to the networks.

"Rosseti" PJSC is the parent company of "Kubanenergo" PJSC.

In 1993 the Krasnodar Production Association of Power Indur;try and Electrification "Krasnodarenergo" was
reorganised into Open Joint Stock Company of Power Industry and Electrification of Kuban (hereinafter'
refered to as "Kubanenergo" OJSC or the "Company") in accordance with the Decree of the President of the
Russian Federation of 14 August 1992, No,922 "On Specifics in the Transformation of State Enterpris'es,
Associations, Organizations in Fuel and Energy Complex into Joint Stock Compan.ies", the Decree of the
President of the Russian Federation of 15 AugusL 1992, No. 923 "On Organization of Management of the
Electric-Power Complex o.f the Russian Federation under Privatization" and the Decree of the President of
the Russian Federation of 5 November 1992, No. 1334 "On the Implementation in the Electricity Industry ctf
Decree of the President of the Russian Federation No. 922 "On Specifics in the Transformation of State
Enterprises, Associations, Organizations in Fuel and Energy Complex into Joint Stock Companies" of 14
August 1992".

Due to changes in the Civil Code of the Russian Federation, the Annual General Meeting of Shareholders
held on 22 June 2015 approved a new brand title of the Company's organizational and legal form. The name
"Open joint-stock company of power industry and electrification of Kuban" ("Kubanenergo" JSC) was
changed to Public joint stock company of power industry and electrification of Kuban ("Kubanenergo"
PJSC), Registered address (location) of the Company: 2A, Stavropolskaya Str,, Krasnodar 35003-?',
Krasnodar Region, Russia.

The core activities of the Company are provision of electricity transmission and distribution services, and
services for technological connection of consumers to the networks.

Joint stock companies wherein "Kubanenergo" PJSC owns 100% of the equity are disclosed in Note 5,

(b) The Group's business environment

The Group operates in the Russian Federation.

Russia continues its economic reforms and developmerLt of its legal, tax and regulatory frameworks that
would meet the requirements of market economy. The future stability of the Russian economy largel'y
depends on these reforms and the effectiveness of economic, financial, and monetary measures undertaken
by the govemment.

The sanctions imposed on Russia by a number of countries have negative impact on the Russian economy,
The ruble interest rates remain high. The confluence of ttLese f'actors has resulted in reduced access to capital
and its lirgher cost as well as increased uncertainty regardirrg economic growth, which could negativel'y
affect the Group's future financial position, results of ope.rations and business prospects. The Group's
management believes it is taking appropriate measures to support the sustainability of the Group in th,:
current crrcumstances.

The consolidated interim condensed financial statements reflect the management's assessment of the impact
of the Russian business environment on the operations and the financial position of the Group. The futurr:
business environment may differ from the management's assessment,



"I(ubanenergo" PJSC
Notes Io the Consolidated Interim Condensed Financial Statements for the three qnd six months ended 30 June 20I9
(unaudited)
(in thousands of Russian rubles)

(c) Relations with the state

The Russian Govemment, through the Federal Agency for the Management of State Propefiy, is the ultimale
controlling parly of the Company.

As at 30 June 2019, the Russian Govemment owned 88.04% in the share capital of the parent company
"Rosseti" PJSC, including BB,89% of the ordinary voting shares, l.0I% of the preference shares; "Rosseti"
PJSC in its turn owns 92.7BYo of the Company's ordinary voting shares.

As at 31 December 2018, the Russian Govemment owned 88.04% in the share capital of the parent company
"Rosseti" PJSC, including 88.89% of the ordinary voting shares, 7.01% of the preference shares; "Rosseti"
PJSC in its turn owrc 92.78%o of the Company's ordinary voting shares.

The Govemment directly affects the Group's operations through tariffs regulations. In accordance with the
Russian legislation, the Group's tariffs are regulated by executive authorities of territorial subjects of the
Russian Federation in the freld of state regulation of tariffs. Many customers of the Group's services are
government-related entities.

Basis of preparation of consolidated financial statements

(a) Statement of compliance

These consolidated interim condensed financial statements for the three and six months ended 30 June 2019
have been prepared in accordance with IFRS (IAS) 34 "krterirn Financial Statements".

These consolidated interim condensed financial statements strould be read in conjunction with the financizLl
statements for the year ended 31 December 2018 prepared in accordance with Intemational Financizrl
Reporting Standards ("IFRS").

(b) Use of professional judgments and estimates

The preparation of consolidated interim condensed financial statements in conforrnity with IFRS requires
management to make a number of professional judgements, estimates and assumptions that affect the
application of accounting policies and the reporled amounts of assets, liabilities, income and expenses.
Actual results may differ from these estimates.

The main estimates and assumptions used by the Group in the course of preparation of the consolidaterJ
interim condensed financial statements corespond with the ones described in the audited consolidaterJ
financial statements for the year ended 31 December 2018, except for those related to the application of
IFRS 16 "Leases" (Notes 3 (a)),

Management reviews these estimates and assumptions on a continuous basis, by reference to past experlenc,3
and other factors considered as reasonable which form the basis for assessing the book values of assets and
liabilities. Adjustments to accounting estimates and assumptions are recognized in the period in which th,:
estimate is revised if the change affects only that period or in the period of the revision and subsequent
periods, ifboth are affected.

(c) Change in presentation

Reclassification of comparative information

ln the reporting period, the Group changed representation of certain indicators in order to provide more
accurate infotmation on their state in the consolidated interim condensed statement of financial position,
consolidated interim condensed statement of profit or l<lss and other comprehensive income, ancl
consolidated interim condensed statement of cash flows. To ensure comparability of data, indicators of thi:
previous reporting period have been reclassified:

t Long-term and short-tetm customer advances (contract liabilities) previously disclosed in Note "Trade
and other payables" are now reflected in separate items in the consolidated intenm condensecl
statement of financial position.



"Kubanenergo" PJSC
Notes to the Consolidqted Interim Condensed Financial Statements for the three qnd six ntonths ended 30 June 20 I 9
(unaudited)

(in thousands ofRussian rubles)

Advances paid and other non-financial assets previousl'y disclosed in Note "Trade and other payables"
are now reflected in separate items "Advances paid and other current assets" and "Advances paid and
other non-current assets" in the consolidated interim condensed statement of financial position.

Other income and other expenses previously disclosed in Note "Other net income" are now reflected
in separate items in the consolidated interim condr:nsed statement of profit or loss and other
comprehensive income.

Allowance for expected credit losses previously disclosed in Note 10 "Operating expenses" is now
reflected in a separate item "ReversaUaccrual of allowance for expected credit losses" in the
consolidated interim condensed statement of profit or loss and other comprehensive income.

Change in advances paid and other assets previc,usly disclosed in line "Change in trade and other
receivables" of the consolidated interim condensed statement of cash flows is now reflected as a

separate line "Change in advances paid and other assets" in the consolidated interim condensed
statement of cash flows.

Change in advance customer payments previour;ly disclosed in line "Change in trade and other
receivables" of the consolidated interim condensed statement of cash flows is now reflected as a

separate line "Change in advance customer pa;rments" in the consolidated interim condensed
statement of cash flows.

3 Significant accounting policies

The principal accounting policies and methods of computation applied by the Group are consistent witl')
those disclosed in the audited consolidated financial statements for the year ended 31 December 2018, except
for the effect of adoption of IFRS 16 "Lease" since 1 January 2019, as described below.

(a) IFRS 16 "Lease"

The new standard IFRS 16 Lease issued in 2016 replaces the standard IAS 17 Lease and the related
interpretations of IFRS pertaining to lease; it eliminates the classification of leases as either operating leases
or hnancial leases and introduces a single guide for lessee accounting model.

A contract, or its part, is considered as a lease contract, if it conveys the right to control the use of a.n

identified asset for a penod of time in exchange for consideration.

Right-of-use assets are initially valued at initial cost and amortizedto the earlier of the following dates: the
expiration date of useful life of a right-of-use asset or the expiration date of a lease. The initial cost of a

right-of-use asset includes the initial amount of the lease liability, leasepayments made to the lessorbefore
or at the lease commencement date, and initial direct costs incured, Aftei recognition, right-of-use assets are
measured at initial cost less the accumulated depreciation and accumulated impairment loss. Right-of-use
assets are presented in the statement of financial position as a separate line item.

The lease liability is initially measured at the current value of lease payments that have not yet been made at
the commencement date of the lease and are subsequentl)z measured at amorlized cost with expenses
recognized as interest in expenses from the financial activities of the consolidated statement of profit anrl
loss. The lease liabilities are presented in the Statement of financial position as part of "Loans and
borowings" (current and non-curent).

An individual lease contract may be qualified as a lease contract which asset has low value. Lease payments
under such a contract will be presented as expenses by linear method during the lease term.

The Group defines the lease term as a non-cancellable periocl, during which the Group has the right to use
the base assets together with:

o periods covered by option to extend the lease if the Group is reasonably certain to exercise that option;
and

o periods covered by option to terminate the lease if the Group is reasonably cefiain not to exercise that
option.

When extending the lease term, the Group considers the fr:llou,ing factors:

1(l



"I(ubanenergo" PJSC
Notes to the Consolidated Interint Condensed Financial Statements for the three and six months ended 30 June 2019
funaudited)
(in thousands of Russian rubles)

. whether it is a special purpose asset;
o iocation;
o whether the Group and a lessor have alternative contractor (altemative asset);
. expenses related to termination of the lease and conclusion of new (replacing) conrracr,
r existence of leasehold improvements

The Group mainly leases power facilities (power lines, electricity transmission equipment, etc.) and land
plots. The Group also leases non-residential premises and vehicles.

For the contracts related to lease of land plots under grid facillties for indefinite term or less than 1 year with
the availability of yearly prolongation, the Group determines the contract duration using useful life of fixed
assets located on the leased land plots the as a base criterion.

For the contracts related to lease of gnd facilities for indefinite term or less than 1 year with the availability of
yearly prolongation, the Group deternines the contract <luration using useful life of own f,rxed assets with
comparable technical specihcations as a base criterion,

The Group applied the modified retrospective approach which presumes recognition of cumulative effect of
initial application of standard at the date of the initial application - I January 2019. The average weighterl
rate for raising additional borrowed funds applied to lease liabilities recognized in the statement of financial
position at the date of initial application, was 8.17%o

The Group used perrnitted practical simplifrcations and did not apply the new standard to lease agreements
that expire within twelve months from the date of transition.

As at 1 January 2079, impalment of right-of-use assets is absent.

The table below shows the effect of the initial application of IFRS 16 Lease on the assets and liabilities of
the Group:

Assets
Right-of-use assets

Advances paid and other current assets

Lia blities
Non-current lease liabilities (part of loans and borrowings)
Cunent lease liabilities (part of loans and borrowings)
Trade and other payables

Below is reconciliation of operating lease liabtities disclosed in accordance with IAS l7 as at
20 1 B and lease liabilities recognized in the statement of frnanc ial position as at I January 2019
with IFRS 16 Lease.

I January 2019

Operating lease liability as of 3l December20l8 disclosed in the (lroup's consolidated
financial statements

Other operating lease liability
options to extend I tenninate lease that are reasonably certain to be exercised
Exemption for recognition of short-tenn lease agreements
Effect of discounting
Liabiiities that are not classified as lease under IFRS 16
Finance lease liability recognized as at 3 1 December 2018
Other factors

Lease liablities recognized as at I January 2019

(b) Other standards and interpretations

Except for the changes in the accounting policy described in section 3(a), the following amendments and
explanations effective as at 1 January 2019 did not influence these consolidated interim condensed financial
statements:

1l

|,120,264
(1 1,3e8)

97 6,830
182,101

(s0,071)

31 December
in accordance

1,475,626

682,094
(4,8e6)

(t,243,142)
(21,e62)

271,8\7

l, I 59,937

Explanation to IFRIC 23 - uncerlainty over Income Tax Treatments



"Kubanenergo" PJSC
lVotes lo the Consolidated Interim Condensed Financial Stqlem.ents for the three and six months ended 30 June 2019
(unaudited)
(in thousands of Russi.an rubles)

o Amendments to IFRS 9 - Prepayment Features with lVegative Compensation
o Amendments to IFRS 3 - Business Combinationr;
o Amendments to IFRS 11 - Joint Operations
r Amendments to IAS 12 - Income Tax - Income tax consequences of payments on financial

instruments classified as equity
r Amendments to IAS 23 - Borrowing Costs

o Amendments to IAS 28 - Long-term Interests in Associates and Joint Ventures

o Amendments to IAS 19 - Plan Amendments, Curtailments or Settlement

The following new standards and interpretations have been issued and will become effective for the annuerl
periods beginning on or after 1 January 2020 andwere not preliminary applied by the Group:

o IFRS 17 Insurance Contracts
r Amendments to IFRS 3 - Business Combinations - Definition of a Business

o Amendments to IAS I - Presentation of Financial lJtatements and IAS 8 - Accounting Policiei;,
Changes in Accounting Estimates and Errors.

ln March 2018, the International Accounting Standards Br:ard issued a revised version of Conceptual
Framework for Financing Reporting. The new version becomes compulsory for application for annual
periods after 1 January 2020.

The Group is assessing the impact of the revised version of Ccrnceptual Framework and new standards on thr;
consolidated fi nancial statements.

4 Measurement of fair value

Certain provisions of the Group's accounting policies and a number of disclosures require the measurement
of fair value for both financial and non-financial assets and liabilities,

When measuring the fair value of an asset or liability, the Group uses observable market data as much ars

possible, Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in
the valuation techniques as follows:

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

Level 2: inputs other than quoted prices included in Level I that are observable for the asset or liabilrty,
either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: inputs for the asset or liability that are not based on otrservable market data (unobservable inputs),

If the inputs used to measure the fair value of an asset or a liabiiity might be categorised in different levels o f
the fair value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the
fair value hierarchy as the lowest level input that is significant to the entire measurement.

The Group recognises transfers between levels of the fail value hierarchy at the end of the reporling penocl
during which the change has occurred,

5 Subsidiaries

The Group of companies "Kubanenergo" includes "Kubanenergo" PJSC and its subsidiaries, as described
below:

Ownersh ip/votin g sha res, 7o

Su bs id ia ry Country of
incorporation

Russian
Federation

Russian
Federation

Core activity 30 June 2019 3l December 2018

T2

"Recreation Centre "Energetik" JSC

"Enelgoserwice of Kuban" JSC

Recreational
services

Repair services

100100

100 r00



"Kubanenergo" PJSC
Notes to the Consolidqted Interim Condensed Financiql Statements for the three qnd six months ended 30 June 20l9
funaudited)
(in thousands of Russian rubles)

6 Segment information

"Kubanenergo" PJSC is the supreme body responsible fo.r operating decisions.

The Group's main activities are transmission and distribution of electricity services, and technological
connection services in a number of regions of the Russiarr Federation (the Krasnodar region and the Republic
of Adygea).

Perfotmance of each reportable segment is measured based on earnings, EBITDA, since these are reporled rn
statutory accounts prepared on the basis of the RAS and are regularly assessed and anaiysed by the
Management Board. The indicator EBITDA is calculatecl as profit or loss before interest expenses, taxation,
depreciation and amortization, The Management Board believes that these indicators are most relevant when
assessing the performance of cerlain segments in relation to other segments and other companies that operate
in these industries.

In accordance with the requirements of IFRS 8 Operatirrg Sergments, based on the information on segmerLt
revenue, EBITDA and total assets repofiable to the l\4anagement Board, the Group has identif,red one
reportable segment, as described below, which is the Group's strategic business unit. This strategic business
unit offers electricity transmission services including l.echnological connection services in geographical
regions of the Russian Federation (the Krasnodar region and the Republic of Adygea) and is managed as a

whole, The segment "Other" includes several operating seg.ments the primary activities of which are the
provision ofrepair services, rent services, and recreational activity,

Segment items are based on managerial information prepared on the basis of repofis under RAS and may
differ from similar ones provided in financial statements prepared under IFRS, The reconciliation of items
measured as reported to the Management Board with sirnilar items in these Consolidated Financial
Statements includes those reclassifications and adjustments tlLat are necessary for financial statements to b,e

presented in accordance with IFRS.

(a) Information on reportable segments

For the three months ended 30 June 2019:

Kubanenergo _ Other segments Total
Revenue from external customers

Inter-segment revenue

Segment revenue

Including

E I e ctr i c i Qt lr^ ansmi.s s i on
Tcchnological connecl ion services
Other revenue
Finance inconte
Finance costs
Depreciati on and amortization
Segment loss before tax

EBITDA

t 1,169,196
561

I I,169,753

10,893,25:i
204,916

71 ,582.
12,390

(496,s2',7)
(1,040,946)

(362,2t8)

1,175,25ai

12,422
t5,837

29,259

I 1,181,608
16.404

I I,198,012

10,893,255
204,9r6

99,841
12,392

(4e6,s62)
(1,041,601)

(391,091)

1,147,072

13



"I(ubanenergo" PJSC
Notes to the Consolidqted lnterint Condensed Financial Statentents.for the three qnd six mon.ths ended 30 June 20l9
(unaudited)
(in thousands of Russian rubles)

For the three months ended 30 June 2018:

Kubanenergo Other segments Total

Revenue from extemal customers
Inter-segment revenue

Segment revenue

Including
E I e ctr ic ity tr ans m iss ion
Te c hn o I o gica I conne cti on s ery i c es

Other revenue
Finance income
Finance costs
D epr e c iati.on and amort iz ation
Segment income /(loss) before tax

EBITDA

For the six months ended 30 June 2019:

Revenue from extemal customers
Inter-segment revenue

Segment revenue

Including
Electr i c i ty trans miss ion
Technol ogica I con necl i on serv ices
Other revenue
Finance income
Finance costs
D epr e ci ati on and amortization
Segment loss before tax

EBITDA

For the six months ended 30 June 2018:

Revenue from external customers
Inter-segment revenue

Segment revenue

Including
Elech^ i c ity tr ans m is s i o n
Tec h n olo gi cal co n n ect i on s e rv i ces
Other revenue
Finqnce income
Finance costs
Depreciation and qmortization
Segment i.ncome /(loss) before tax

EBITDA

______ t!,e4pl7_ ______!Al4

10,524,06',.2

485
9,022
9,102

10,533,094
9,581

10,542,671

10,399,96\)
80,1 66

44,41:Z

lg,l56
(sr?,47e)
(961,413)

9,34t

r,48!233-

Kubanenergo _
22,980,39it

951

10 lqq q5q

80,1 66

62,536
18,7 51

(517,4e6)
(961,919)

2,906

1,492,321 _

Total

18,854
21,328

22,999,246
)) )'74

22,9E1,34:l 40 182 23,021,525

22,614,64fi
252,320
114,31 :i
26,347

(970,624)
(2,078,096)

(316,462)_

2,732,25E

Kubanenergo _
22,255,627

190

22,614,648
252,320
1 54 557

26,3',79

(97 0,659)
(2,078,932)

(353,141)

2,696,444 
.

Total

22,264,918q 151

15,982 16.112

22,256,417 t{ 111 75028122

22,030,601
r43,639
82,111
30,3 g0

(e63,47 4)
(t ,923 ,7 67)

38',2,230

22,030,601
r43,639
101,504
30,396

(963,49t)
(r,924,401)

369p82

3,257,9743,269,471

t4



"I(ubanenergo" PJSC
Notes to the Consolidated Interim Condensed Financial Statements for the three and six ntonths ended 30 June 20I9
(unaudited)
(in thousands of Russian rubles)

30 June 2019:

Kubanenergo _
76,472,521

Other segments Total

Segment assets

Including
Property, plant and equipment and construction

tn progress
Capital investment

Segment liabilities

31 December 2018:

Segment assets
Including
Property, plant and equipment and construction

tn progress
Capital investment

Segment liabilities

76,547,300

62,099,883
1,629,912

41,947,05041,891,7115

Kubanen,ergo _
75,908,8115

62,534,63:i
6,950,196

40,670,261'

{< 1?<

Other segments

79,547

29,611
2,606

30,717

62,069,624

7 4,779

30,259
1,4191.62.7 .39:J

Total

75,988,362

62,564,252
6,952,802

40,700,986

Six months ended 30 June

(b) Reconciliation of reportable segment revenues and EBITDA:
Reconciliation of reportable segment revenue under RAS and TFRS:

Three months ended 30,Iune
2019 2018

Segment revenue
Inter-segment revenue elimination
Reciassifi cation of inter-sesment

revenue to external
Adjustment for sales revenue

(external)

Reven ue per consolidated statement
of profit or loss comprehensive
income

2019 2018

Reconciliation of reportable segment EBITDA under

Three months ended 30.Iune
2019 2018

(5,87s) (10,036) 
-

22,993,371 22,256,696

Six months ended 30 June

I I,198,012
(r6,404)

10,!i42,671
(9,5 87)

r,744

( 10,036)

:JAt4l22-
RAS and IFRS:

23,021,525
(22,279)

22,281,750
(r6,112)

1,744

2019 201 8

EBITDA of reportable segments
under RAS

Adjustment for cost of intangible
assets

Ad.lustment for allowance for
expected credit losses and
impairment of advances paid

Adjustment for lease
Additional accrual of contingencies
Discounting of payables
Adjustment of value of

plant and equipment
Discounting of receivables
Adjustment for payables
Recognition of pension
long-term employee
liabilities

Adjustment for doubtful
receivable

property,

and other
benefit

accounts

1,147,072

20,960

51,653
(4,331)

2,808
1,095
) \'))

34,714

(5,825)

1,482,321

t9,t02

831

|,043
1,792
5,896

16,411

(16,2s0)

2,696,444

36,376

r 14,57 9

6,51 I
2,995

5,191
2,268
2,910

34,962

(6,430)

3,257,974

34,386

) 74\

4,288
2,435
5,996

14,023

(17,381)

L5



"Kubanenergo" PJSC
lVotes to the Consolidated Interim Condensed Financiql Statearcnls for the three and six months ended 30 June 20l9
(nnaudited)
(in thousands of Russian rubles)

Taxes adjustment
Adjustment of revenue from

electricity transmission serylces
Adjustment for accrual of provision

for unused vacations and bonuses
Other adjustments
Reporting segment EBITDA

under IFRS

Depreciation and amortiszation
Interest expenses on financial

liabilities at amortized cost
Interest expenses on lease liabilities
Income tax expense
Consolidated profit/loss for the
period per consolidated

__ (120) 1,s86

1,247,723

(966,499)

(460,439)
(23,s33)

(6,149)

(2,9ss)

468
all
ZJ I

(107)

(10,03 6)

(6,481)

1,493,269

(874,253)

(545,848)

(7,6e1)

(5,875)

(15,464)

2,969,076

(1,926,800)

(895,099)
(46,273)

(223)

(9,077)

(14,416)
(866)

3,279,284

(1 ,7 44 ,69 5)

(1,,028,549)

(409,950)(89,582) _ (169,54r) (230,597)

statement of profit or loss and
other comprehensive income __Q92,330) ::::pS;1L _____ eL2f 5,

Reconciliation of the total sum of the reporlable sesments asserts:

Six months ended
30 June 2019

Total sum of segment assets
Recognition of right-of-use lease assets under IFRS 16
Recognition of assets related to employee benefit liabilities
Adjustment for deferred tax
Adjustment for financial investments
Adjustment for bad debt provision
Reduction of advances receivables by VAT from advances paid
Inter-segment settlements
Discounting of receivables
Reclassification oflease receivables to lease liability
Write-off of receivables
Intergroup financial assets
Adjustment for value of intangible assets
Reduction of VAT recoverable by VAT from advances paid
Adjustment for value of property, plant and equipment
Other adjustments
Total sum of assets in the consolidated statement of financial position

Reconciliation of the total sum of the reportable sesment liabilities;

Six months ended
30 June 201 9

Total sum of segment liabilities
Recognition of lease liabilities under IFRS 16
Adjustment for liabilities under IFRS 16
Recognition of pension and other long-term employee benefit riabilities
Adjustment for accrual of provision for unused vacations and bonuser;
Additional adjustment for litigation provision
Reduction of other payables by the sum of VAT from advances recei'ed
Inter-segment settlements
Deferred revenues write-off
Adjustment for deferred tax
Reduction ofadvance payables by the sum ofVAT from advances

Other adjustments
Total sum of liabilities in the consolidated statement of financial

position

96,090

Year ended
3l December 2018

76,547,300
1,090,904

310,290
(96,e43)

9,732
(4,57 4)
(3,280)

( 10,288)
( 13,03 9)
(10:765)
( 1 8,795)
(4s,681)
(8 1,825)

( 1,081,16s)
(6,242,996)

( 19,950)
70,327,3lg

75,999,362

29t,221
226,580

8,1.32

1,856
(20,655)

(6,031)
(7,451)

(12,920)
(4s,681)
(17,14s)

(1,048,328)
(6,632,48e)

(20, 13 8)

69,644,707 _

Year ended
31 December

2018

41,947,050
1,129,374

(30,432)
517,011
151,919
21,014
(3,280)

(10,288)
(89,001)

(726,169)

(1,091,165)
rl 576)

41,921,903

40,700,996

453,065
136,455
)'7 5) S

(20,655)
(6,031)

(86,031)
(43 8,986)

(1,048,328)
(1,048)

95239 716

I6



"Kubrnenergo" PJSC
Notes to the Consolidated Interim Condensed Financial Statem.ents for the three and six months ended 30 June 2019
(unaudited)
(in thousands ofRussian rubles)

7 Revenue

Three months ended 30 June Six months ended 30 June
2019 201 8 2019 201 8

Electricity transmission
Technological connection services
Repair services and maintenance
Other revenue
Total revenue from contracts with

customers

Lease contract revenue

1 0,8 gg,g4g

204,916
7,416

70,900

I I,173,091

5 S'7)

__l4tqfl3

10,3 89,558
80,1 66

9,232
39,342

22,608,048
t<t lrn

14,169
l0g,1g6

22,984,333

9,03 8

22,993,371

22,020,001
143,639

r1,236
65,298

22,246,174

10,512

22,256,696

10,518,298

6,494

10,524,792Total revenue

Other revenue
assembly and
services.

comprises generally revenue from services related to restriction of electricity use conditions;,
dissembling of electrical meters, rendering services related to electricity metering and other

8 Other income

Income from identified non-contracted
electricity consumption

Income in the form of fines and
penalties on commercial contracts

Income from compensation of losses
due retirement/disposal of power
facilities

Income from donated property, plant
and equipment and inventories
received

Insurance indemnity
Payables write-off

9 Other expenses

Three months ended 30 June Six months ended 30 June
2019 2018 2079 201 8

28,30s

219,451

150,694

9,465
10,612

1,427

13,01r

1tq 0s4

12,367
12 A)1

4,205

48,201

317,610

150,694

16,005
20,283
2,469

555,312

22,303

340,788

17,463

15,i90
1,951

479,9s0

Three months ended 30.lune Six months ended 30 June

403,695

2019 2018 20r9 2018

Loss on disposal ofproperly, plant and
equipment, (net) (5,j49)

Other expenses \2.531)
(1,614)

(8,280) tl.614)

(35,33 8)

(35,338)

11



"I(ubanenergo" PJSC
Notes to the Consolidated Interiru Condensed Finqncial Statentents for the three qnd six months ended 30 June 20l9
(unaudited)
(in thousands ofRussian rubles)

10 Operating expenses

Three months ended 30 June Six months ended 30 June
2019 2018 2019 2018

Personnei costs

Depreciation and amorlization

M at er ictl exp ens es, inc lu ding :
Electricity for compensation of losses
Purchased electricity and thermal

power for own needs
Other material costs

Production work and services,
including:

Electricity transmission services
Repair and maintenance services
Other production works and services
Taxes and levies other than income

tax
Short-term lease/Lease
Insurance

Ot h er t hir d-p arty s erv ices, inc luding ;

Communication services
Security senrices
Consulting, legal and audit services
Expenses on software and supporl
Transportation services

Other services, including:
Expenses on service contracts
Other third-party services
Provisions

Other expens es, including;
Travel expenses
Expenses on services for organization,

functioning and development of the
UES

Expenses recognized as fines,
penalties, and forfeits for breach of
contract

Other operating expenses

____Jllye4
Provisions are accrued liabilities arising from lawsuits
11 Finance income and cost

Three months ended 30 .Iune
2019 2018

1,,529,516

966,499

),,612,906

16,489
561,212

4 qRO 6?'1

600,r71
21,949

166,5 13

18,985

18,032
50,7 56

4,431
16,562

1,166

306,343
94,611
16,407

44,251

28,169

(6,698)
r 89,41 I

1,572,545
874,253

1,2gg,gl6

14,779
361,099

4,69 9,639
lg1,g62

I h \ {\

222943
\a 4?a

lg,261

16,805
60,921
J,OJ J

19,262
662

269,069
92,779
51,364

40,7 63

29,130

:\7 5,346

__51,912
:_l!]gpl_
filed agiiinst the

3,094,s21
1,926,800

? a)a )1)

64,172
814,181

9,882,506
710,236

34,434

323,487
2,695

38,316

15 ?ql
101,379

t3,666
4r,484
) 1?1

508,512
155,348
144,943

'79 ))1

55 47'7

3,043,513
1,144,695

3,586,909

60,919
599,806

9,496,416
246,482

)'7 /-1?

445 45'l
111,931

3 8,690

32,655
124,72',l

I 1,006
40,7 58

689

509,018
r41,448
18,581

86,351

55,918

3 80,860
389,720

21,259,940

core activities.

119,252
243,805

22,382,293

Group regarding its

Six months ended 30 June
2019 20r 8

Finance income
Intelest income on loans, bank deposits,

bills and balances in bank accounts
Effect of initial discounting of financial

liabilities
Amofiization of discount on financial

assets

12,392

1,095

1,8,7 57

831

7,192

26,319

2,995

2,269

31,642

30,396

2,345

2,435

35,1 76

t8

13.487 20,'lg0



"I(ubunenergo" PJSC
Notes to the Consolidated Interint Condensed Finqncial Statements for the three and six ntonths ended 30 June 2019
(unqudited)

(in thousands of Russian rubles)

Three months ended 30 June Six months ended 30 June
2019 2018 2019 201 8

Finance costs
Intelest expenses on financial liabilities

measured at arnorlised cost
Intelest expenses on lease liabilities
Interest expense on long-telm employee

benefits payable
Effect of initial discounting of financial

assets

Arnorlization of discount on financial
li abilities

Other finance costs

Current income tax
Accrual of current tax
Adjustment for previous periods tax
Total current income tax

Deferred income tax
Total income tax expense

6,800 __ 7t,215 20,061

483,972 :____545'848 941,372

4t5 40q
?? 51?

9,149

7,790

1,291

462,185

10,521

107

1,160

846,878
46,273

18,795

1,856

1,519

932,351

21,795

t73

, o<s

1r,215

other finance costs are interest accrued from payables restructuing agreements.

12 Income tax

Three months ended 30 June
2019 20r8

|,028,549

Six months ended 30 June
2019 20r 8

62,580 (74,900) (2s4,1s8)

The offrcial income tax set by the Russian legislation for 2019 and 2018 was 20o/o,

Income tax expense is recognised based on the management's best estimate of the weighted average annual
income tax rate expected for the full financial year.

Profit (loss) before tax is reconciled to income tax expenses as folrows:

Three months ended 30 .Iune Six months ended 30 June
2019 201 8 2019 201 8

Profit/(loss) before tax
Income tax at the applicable tax

rate

Tax effect on not taxable or non-
deductible for tax purposes items (130,132)

62,580 (74,900) (254,158)

(rs2,162) _ (94,641) (230,s97) (1ss,192) 
_

___G2 q?L :__ll6ef1!_ _ __p]g,se7L __ @2f!gL

(202,7 48) __11167 844 506,040

40,550

(89,582) (l(t9,54t) (230.597)

(14,633)

( 1:t4,908)

(l6e)

(230,428)

Income tax recognized in other comprehensive income:

Three months ended 30 June 2019 Six months ended 30 June 2019

Remeasurement of the
defined benefit
liabilities

Before tax Income tax Net of tax lncome tax Net of tax

12,212 (48,848)

12,212 (48,848)

(40,166) 8,1s3

(40,166) 8,153

(32,613t (61 ,060)

(32_,!_!O (6 t,060)

Three months ended 30 June 2018 Six months ended 30 June 2018

19



"Kubanenergo" PJSC
Notes to the Consolidated Interim Condensed Financiql Statem.ents for the three and six months ended 30 June 2019
(unaudited)
(in thousands ofRussian rubles)

Remeasurement of the
dehned benefit
liabilities

Before tax lncome tax Net of tax Before tax Income tax Net of tax

(2,s98) to,3e4

(2,598) 10,394_

4s,677 (9, r35)

____15,677 _____pllll

76 54)

36,5'[2

l, oo,

12,992

20
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"Kubanenergo" PJSC
Notes to the Consolidated Interim Condensed Financi.al Statefttents for the three and six months ended 30 June 20l9
(unaudited)
(in thousands of Russian rubles)

For the six months ended 30 June 2019, capitalized
247,124 thousand rubles (for the six months ended 30 June 2018: 137,325 thousand
rate was 7 .93 % (for the six months ended 30 June 20lB: 7 .041%).

For the six months ended 30 June 2019, the depreciation payments were capitalised
facilities in the amount of 2,861 thousand rubles (for the six. months ended 30 June

interest amounted
rubles), capitalization

into the cost of capital
2018: 3,500 thousand

rubles),

As at 30 June 2019 and 31 December 2079,there no property, plant and equipment acting as collateral fcrr
loans,

14 Intangibles assets

Software Licences and
certificates R&D Other Total

Irritial cost

At I January 2018
Additions
Disposals
At 30 June 2018

A c c u mu late d amo rtizat io n un d
impairment

At 1 January 2018
Amoftization charge
Disposals
At 30 June 2018

Nel book value
At I January 2018

At 30 June 2018

Ini.tial cosl
At I January 2019
Reclassification between the

groups
Additions
Disposals
At 30 June 2019

(5,295) (12,115) (296,238),

121,995

119,483

505,1 89

20,394

377,626
1) 5\'7

(1 1,8s2)
398,311

(2s5,631)
(3s,04e)

I 1,852
(278,828)

5,295

{ ,a{et-r '

(5,295)

9,654
9,308

(2)

lg,g60

28,558
(5,508)

23,050

(9,772)
(2,343)

427,133
36,331

(1 1,854)

445,616

(270,698)
(31,392)

),1,852

150,435

149,318

587,587

20,394
(8,291)

599,684

(338,766)

(4s,450)
8,291

(375,979)

24g,g2l

223,765

5,295

. 9,654

l g,g60

40,934

7,500

18,796

10,935

36,169

(7,500)

(8,2e1)
20,372525,583 5,295 48,434

Accumuluted amortization and
impairment

At I January 2019
Reclassification between the

groups
Amortization charge
Disposals

(318,369)

/4' ROQ\

(5,295) (15,102)

(2,551)
8,291

At 30 June 2019

Net book vulue
At I January 2019

At 30 June 2019

(361,268) (5,295)_

186,820

764,315

(9,356)
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"Kubanenergo" PJSC
Notes to the Consoli.dated Interim Condensed Finqncial Statentents for the three and six months ended 30 June 20I 9
(unctudited)

(in thousands ofRussian rubles)

For the six months ended 30 June 2079, capitalized amortization of intangible assets in amount of 45,393
thousand rubles was included in operating expenses ancl 57 thousand rubles were capitaltzed to the cost of
capital construction (forthe six months ended 30 June 2,018, amortization of intangible assets in amount of
37,288 thousand rubles was included in operating expenses and 104 thousand rubles were capitaiized to tfLe

cost of capital construction).

Other intangible assets include electrical schemes and calculation models used to calculate electrical moders
and short-circuit currents, including graphic diagrams and layouts in the amount of I 1 ,016 thousand rubles zLs

of 30 June 2019 (as of 31 December 2018 -21.,067 thousand rubles).

15 Right-of-use assets

Land and
buildings

Electricity
transmission

networks

Equipment
for electricity
transm ission

Other Total

Initial cost

At I January 2019
Additions
Changes in lease aontracts
Disposal and termination of

lease contract
At 30 June 2019

Accumulntecl amortization snd
impairment

At I January 2019
Reclassification between the

groups
Amortization charge
Changes in lease contracts
Impairment/recovery of

impairment
Disposal and termination of

18,762 551,987 l2,gg1

529,699
s9,464
s,53 8

(1,703)
592,999

18,90(i

(\44)

562,801
344

( I 1,1 58)

g,g5g

5,110

( 1,071)

1,120,264
64,918
(s,7 64)

(2,114)
1,176,644

(16,510)
187

97

() )74\
tzo

(67,445)
850

(1 ,37 s)

24

(81,624)
1,163

121lease contract
At 30 June 2019 (15,686) (2,108L (66,595) (1,351)

Net book vttlue
At I January 2019 529,699 ____!!f!.6-: __ lq4qAt _ __ 8,358

At 30 June 20le s77,3r2 _ _fj4t!: .___l!5;22 _ll,s!6
The Group has applied IAS 36 Impairment of Assets towards right-of-use assets as of the
application of IFRS 16 Lease. As at I January 2019, rmpairment of right-of-use assets was not

(85,740)

1,120,264

1,090,904

date of initial
detected.

l6 Financial investments

Financial assets at fair value through other comprehensive income are non-quot d securities reflected at fair
value (3'd 1evel of fair value hierarchy).
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"Kubanenergo" PJSC
Notes to the Consolidated Interim Condensed Financial Stqtements for the three and six months ended 30 June 20I9
(unaudited)
(in th.ousands of Russian rubles)

17 Trade and other receivables

30 June 2019 31 December 20lE

Non-current trade and other accounts receivable
Trade receivables
Other receivables

Current trade and other accounts receivable
Trade receivables
Allowance for expected credit loss on trade receivables
Other receivables
Allowance for expected credit loss on other receivables

Information on balances with related parties is disclosed

18 Advances paid and other assets

Non-cu rrent
Advances paid
VAT on advances of buyers and customers

Current
Advances paid
Allowance for impairment of advances paid

VAT recoverable
VAT on advances of buyers and customers and VAT on advances for

purchase of properly, plant and equlpment
Prepayment of taxes, other than income

30 June 2019 31 December 2018

5,291
1.145

6,436

516
12,891

144
10,47 \

13,473

9,163,684
(1,384,796),

97 5,153
(565,08 8)

g,7gg,g53

in Note 28.

ll,2l5

7 ?qq 155

( 1 , 103,966)
|,132,882
(619,019)

6,709,252

4,891
|,r41

40,891
( I 5,630)

4,865

25,198
9,330

6,038

53,42r
(r1,s01)

5,1 86

41,246
19,861

102,201

3l December
201 8

64,654

Information on balances with related pafties is disclosed in Note 28.

19 Cash and cash equivalents

30 June
2019

Cash at bank and in hand
Cash equivalents

829,780
2,000

2,200,92),
4,000

831,780 2,204,921
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"I(ubanenergo" PJSC
Notes to the Consolidated Interim Condensed Financial Statements for the three and six months ended 30 June 20t9
(unaudited)
(in thous ands of Russ ian rub les)

Rating Rating agency
30 June

2019
31 December

2018
Treasury Department of the Krasnodar

reglon
Bank Rossiya (AB Rossiya)
Russian Regional Development Bank
Mosoblbank PJSC
Sberbank*
Gazprombank*
VTB bank*
Cash in hand
Other

ruAA
Ba3

Baa3
Ba1

Baa3

Experrt RA
Moody's

Moody's
Moody's
Moody's

678,t54
5 51'
1,101

21,541
?? ?51

50,l16
30
27

1,012,089
696,897
450,001
22,r30
13,316

6,381
19

22

829,180 2,200,921
* Govemment related bank

Cash equivalents include short-term bank deposits:

Interest rate Rating Rating agency 30 June
2019

31 December
201 8

Sberbank* 6.9%-6.9%

* Government related bank

As at 30 June 2019 and 31

20 Equity

(a) Share capital

Baa3 Moody's

December 2019, all cash and equivalents

2,000 4,000

2,000 4,000

balances are in rubles

Ordinary shares
30 June 2019 31 December 2018

Par value per share
On issue at 1 January
On issue at the end of the year and fully paid

100 rubles
303,793,350
303,793,350

100 rubles
282,868,130
303,193,350

(b) Ordinary shares

The Company's share capital amounts 30,319,335 thousand rubles.
"Kubanenetgo" PJSC offered 303,793,350 (three hundred and three million seven hundred ninety-threr:
thousand three hundred fifty) ordinary registered uncerlified shares at the same par value of 100 rub1es eacir
for the total amount of 30 ,37 9 ,335 thousand rubles.

(c) Dividends

The basis for distribution of the Company's profit to shareholders is defined by Russian legislation as net
profit presented in its statutory financial statements prepared in accordance with the Rezulations o.
Accounting and Reporling of the Russian Federation,

On 20 June 2019, the Annual General Meeting of Shareholders decided to pay out the dividends on the:
Company's placed shares by the results of business aclivity of Kubanen"rgo llSC in 2018; the sum of
declared dividends: 143,638 thousand rubles (minutes of ther meeting of the Annual General Meeting of
Shareholders No.42 of 20 June 2019). The sum of dividends per one ordinary share of the Company is;
0.412815 rubles.

(d) Additional issue of securities

On 17 April 2019, the Extraordinary General Meeting of Shareholders of "Kubanenergo" PJSC (minutes ol
the meeting No.41 of 19 April 2019) resolved to increase the Company's authorized capital by issuing,
additional 37,471,392 (thirty-seven million four hundred seventy-seven thousand three hundred ninety-two)
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"Kubanenergo" PJSC
Notes to the Consolidated Interint Condensed Finqnciql Stqteruents for the three and six months ended 30 June 2019
(unaudited)
(in thousands ofRussian rubles)

shares by public offering. The offering price of one additiorLal ordinary registered uncertified share is 100
rubles (as well as for persons entitled to preemptive right to purchase additional shares).

On 14 June 2019, the Board of Directors of Kubanenergo PJIIC approved a decision on additional issue and
securities prospectus of the Company (minutes of the meeting No.34712019 of l1 June 2019),

On 18 JuIy 2019, the Bank of Russia conducted state registration of the additional issue and securitie:s
prospectus of the Company (state registration number 1-02-00063-A of 18 July 2019).

Information on the curent issue of additional shares is posted on the official website of Kubanenergo PJSC:
httUlkubaqeaergaru/.

21 Earnings per share

The calculation of the basic profit per share forthe three and six months ended 30 June 2019 was based on
the profit attributable to holders of ordinary shares and average weighted number of ordinary shares in
circulation.

The Company has no dilutive financial instruments,

Three months ended 30 June Six months ended 30 June
In thousands ofshares

Ordinary shares at I January
Effect of offered shares

20r9 2018 2019 2018

303,193 282,868
20,925

303,793 282,868
20,925

Weighted ayerage number of shares
for the period ended 30 June 303,793 :_______.iqu2l _____{112]- 303,793

Three months ended 30 June Six months ended 30 June
2019 2018 2019 2018

Weighted average number of ordinary
shares for the repor-ting period ended
30 June (in thousands of pieces) 303,193

Eamings/(loss) for the period
attributable to holders of ordinary
shares (292,330)

303,193 303,793

_ (96,314) (229,7 s3)

303,193

96,090
Earnings/(loss) per ordinary share -

basic and diluted (in Russian
ru bles)

22 Loans and borrowings

__ ____Q.e!)_ ::(0.32) _A{{) 0.32

30 June 2019 31 December 2018

Non-current liabilities
Unsecured loans and borrowinss
Unsecured bond loans
Lease liabilities
Less: current porlion oflong-term lease liablities
Less: current portion of long-term loans and borrowings liablities
Less: current portion of long-term bond loans

Current liabilities
Unsecured loans and borrowings
Lease liabilities:
Cunent portion of iong-term lease liablities
Current porlion of long-term loans and borrowings liablities
Current porlion of long-term bond loans

19,843,597
7,000,000
1,729,314
(17 0 ,87 6)

(1 1,825,208)
(3,400,000)

,_ __ll,stew

17,582,621
7,000,000

(1 ,899,382)
(3,400,000)

13,283,239 
_

91,050

170,816
I 1,825,208
3,400,000

96,519

1 ,899,382
3,400,000
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"I(ubanenergo" PJSC
Notes' to the Consol.idqted Interim Condens'ed Finqncial Statements for the three qnd six months ended 30 June 20l9
funaudited)
(in thousands of Russian rubles)

30 June 2019 3l December 2018

15,497,134 I I,395,901

lncluding:
Interests payable on loans and borrowings
Interests payable on bond loans

t2,484 15,719
80,1 7877.944

90,428 g5,gg7

As at 30 June 2019 and 31 December 201B, all loans and borowings balances are in rubles.

For the six months ended 30 June 2019, the Group issued bonded loans and artracted the followins material
bank credits:

Effective interest
rate

* Loans and borrowings from state-controlled entities

For the six months ended 30 June 2019,the Group repaid the fbllowing material bond and

Loans and borrowings from govemment related compatues
Other loans and borrowinss

Unsecured bank credits *

Unsecured bank credits
Other unsecured loans and borrowinss

23 Trade and other payables

Non-current accounts payable
Trade payables
Other payables
Total financial liabilities

Current accounts payable
Trade payables
Other payables and accrued expenses
Payables to employees
Divrdends payable

Total fi nancial liabilities

Taxes payable
VAT
Property tax
Social security contributions
Other taxes payables

24 Customer advance payments

Advances for network connection services

Total long-term customer advance payments

Advances for nefwork connection services
Other customer advance Dayments

8.2s%-93%
8.1s%-9.35%
15.0%-15.0%

30 June 2019

Nominal value

2,111,153
143,114

1,000

2,9'15,267

bank loans:

Nominalvalue

1,085,571

568,730

I,654,301

31 December 2018

I 17,800
457

4,643
681

118,257 5,330

s,069,182
882,319

1,000,020
144,517

5 )\1 1)S

1,368,805
1,03 8,820

919

7,096,639 7,665,969

s70,664
149,815
1 19,020

4'7'757

327,619
)14 646

),20,865
64,419

887,252

7,983,890

30 June 2019

727,609

8,393,478 
.

31 December 2018

r,131 ,706 |,241,652

1.13r.706 1,241,652

41\4A6)
53,261

4,118,1 tr
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"Kubanenergo" PJSC
Notes to the Consolidated Interim Condensed Financial Statements for the three and six months ended 30 June 20l9
funaudited)
(in thousands ofRussian rubles)

30 June 2019 3l December 20ltl
Total short-term customer advance payments 4,209,223 4.118.711

25 Financial risks and capital management

The Groups objectives and policies in financial risks and capital management as well as procedure fcrr
determining the fair value are consistent with those disclosed in the consolidated financial statements for the
year ended 3 1 December 20 1 8,

The carrying amount of the Group's ltnancial instruments approximates their fair value, therefore, additionuLl
disclosure is not provided (or is not required).

The interest rate used to discount the expected future cash flows for long-term and short-term loans
borrowings for the pulpose of determining the fair value disclosed as at 30 June 2019 was 8.25o/o -15.0%o (as
at 31 December 2018: 7.60%-9.25%).

During the six months ended 30 June 2079,there were no l.ransfers between the Levels of the fair value
hierarchy as well as no changes in the methods of evaluation,

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its hnancial obligations as they fall due.

Management of liquidity risk involves maintaining sufficient cash and the availability of financial resources
by securing credit lines. The Group adheres to a balanced model of financing working capital by using both
short-term and long-term sources. Temporary free funds are invested in the short-term financial instnrmentrs
such as bank deposits.

The Group's approach to managing liquidity is to ensure that it will always have sufficient liquidity to meet
its liabilities when due, without incurring unacceptable losses or risking damage to the Group's reputation.
This approach is used to analyse payment dates associaled u,ith financial urr.tr, and also to forecast casli
flows from operating activities,

As at 30 June 2019, the sum of free limit on open but unused oredit lines of the Group amounted lg,l1g,02g
thousandrubles (19,220,378 thousandrubles as at 31 December20lB). The Group has opportunityto arrracL
additional financing within the conesponding limits, including for the pr.por. of implementaiion of the:
shofi -term obligations,

26 Capitalcommitments

As at 30 June 2019, the Group has outstanding commitments under contracts for purchase and construction
of property, plant and equipment items for 2,223,943 thousand rubles, including VAT (as at 31 December
20lB: 2,614,233 thousand rubles, including VAT).

27 Contingn"ies

(a) Insurance

The Group has unified requirements in respect of the volume of insurance coverage, reliability of insurance
companies and procedures of organizalion of insurance protection. The Group maintains insurance of assets,
civil liability and other insurable risks. The main business assets of the Gioup have insurance coverage,
including coverage in case of damage or loss of assets. However, there are risks of negative impact on th"
operations and the financial position of the Group in case of damage caused to third parties, and also as a
result of damage or loss of assets, insurance protection of which is non-existent or not fullv implemented.

(b) Taxation contingencies
Russian tax and customs legislation is subject to varying interpretation when being applied to the
transactions and activities of the Group, Consequently, the management's interpretation of tax legislation and
the formal documentation may be successfully challenged by ihe relevant regional or federal authorities.
Russian tax administration gradually strengthens. In particular, there is a hieher risk of review of tax
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"Kubanenergo" PJSC
Notes to the Consolidated Interim Condensed Financial Statentents for the three qnd six months ended 30 June 20l9
(unaudited)
(in thousands of Russian rubles)

transactions without a clear business purpose or with tax incompliant counterparties. Tax inspections may
cover three calendar years preceding the year of the decision on the tax inspection. Under cerlain
circumstances reviews may cover longer periods

The new transfer pricing legislation came into force on 1 January
pricing rules bringing them closer to OECD guidelines, and also
application oftax legislation in individual cases.

2012 and significantly changed the transfirr
created additional uncertaintv in practical

The practice of applying the new transfer pricing rules by the tax authorities and courts is absent, because tax
inspections of compliance to the new transfer rules have stafted only a while ago, However, it is expectecl
that transactions regulated by transfer pricing rules will be subject to very ciose scrutiny and could
potentially impact these cons o lidated financial statements.

With the fuither development of the practice of applying the tax rules on property tax, the tax authorities and
courts may challenge the criteria the Group uses for assigping the prop-rty to movable or immovable
property.

Based on the best assessment of the available information, the risk of claims from tax authorities, as well as
the likelihood of unfavourable resolution of tax disputes (should they occur) is assessed by the Company as
"possible"' The Company's management assesses possible tax risks in the range of 625 million rubles, *f,l"n
does not exceed 1% of the value of the Group,s assets.

At 30 June 2019, the management believes that it correctly interprets the relevant provisions of the
legislation, and the position of the Group in terms of compliance with-tax, currency and customs legislatiorr
can be justified and protected.

(c) Legal proceedings
The Group is party to a number of court proceedings (both as a plaintiff and a defendant) arising in tht:
ordinary course of business.
In the opinion of the management, there are no current legal proceedings or other claims outstanding, which
could have a material effect on the result of operations or financial posiiion of the Group and which have not
been accrued or disclosed in the consolidated interim condensed financial statements.

(d) Environmental commitments

The Group has been operating in the power industry in the Russian Federation for many years. The
environmental legislation of the Russian Federation continues 1.o evolve and responsibilities of the authorizecl
state bodies supervising its observance are being reconsidered. Potential environmental commitments arising
as a result of a change in interpretation of the existing regulations, civil litigation or changes in legislation
cannot be assessed. The management believes, that under the existing control system and legislation, there:
are no probable liabilities, which may have a matertal adverse effect on the Group's financial position,
resuits of operations or cash flows,

28 Related party transactions

(a) Control relationships

Related parties include shareholders, affiiiates and entities under common ownership and control with the
Group, members of the Board of Directors and the key management persorurel of the Company. The
Company's parent as at 30 June 2019 and 31 Decembei 2018 was "Rosseti,,PJSC, The party,it th.
ultimate control over the Company is the Govemment of the trlussian Federation represented by the Federal
Properly Management Agency, which holds the controlling interest in ,,Rosseti,, pJS-C.
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(b) Transactions with the Company's Parent, its subsidiaries and associates

Transactions with the Company's Parent, its subsidiaries and associate include transactions with ,,Rosseti,,
PJSC, its subsidiaries and associates:

Sum of transaction Carrying amount
The months ended 30 June Six months ended 30 June 30 June

20t9
3l December

2018

a')

114,80t1

Revenue, net other income,
finance income

Parent company
Other revenue

Entities under common
control ofthe parent
company

Lease
Other income
Other revenue

Operating expenses, finance
costs

Psrent compsny
Expenses on organization and

development of UES
Other production work and

set'vlces
Other expenses
lnterest expenses on financial

liabi lities measur.ed at amorlised
cost

Entiti.es under common control of
the parcnt companJ)

Electriciry ransm ission services
Technological connection services
Lease

Softwale and supporl expenses
AlIowance fol expected credit

losses

Other expenses
lnterest expenses on financial

liabilities measured at amortised
cost

2018 _ 20ltt 2018

296 592 592

2019

296

l0
2,106

28,694

31,106

"212,106

__232,47

:_iqf,66

o-1

42

1,031

1,762

Sum oftransaction
The months ended 30 June Six months ended 30 June2019 2018 2019 2018

4
16,622

68,596

85,222 114,827

Carrying amount
30 June 31 December
2019 2018

49
38

383

28,t69

3,818
1,596

200,808

29,130

2,208
3,221

200,738

r,963,450
501

2,885
868

409,843

55 417

7,636
3,tsl

399,314

4,213,180
36
66

_20,061

_t{Epz!_

55,91 8

7,636
1)) |

399,348

19,604

t,409

22,821

1,385

2,612,844

Parent company
Loans and borrowings

Entities under common control of the parent company

77,944 80, t 78

102,174

1,2t9,658

1,214

15,723

343,081

_1f91{!0 ____292f!5_ ____1{!1t2!
Carrying amount

30 June 3l December
2019 201 8

4,008,307
617

2,903
868

(e6o)
416,202

791,760
7

7

7,000,000

(124,370)
90

6,875,720

2,082,208
36
33

7,000,000

5,291
131

Advances given
Advances received

7.005.422
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As at 30 June 2019, liability to the parent company on payment of dividends on ordinary shares of ttre
Company was 733,262 thousand rubles by the results of 20iB (as at 31 December 2018, liability to the pare't
company for payment of dividends was absent).

(c) Transactions with key management personnel

For the purposes of preparing these consolidated financial statements, the Group identifies the members of
the Board of Directors and members of the Management Board as the key managiment personnel.
The Group does not conclude transactions and has no balances with the key management personnel and their
close family members except their remuneration in the form oF salary and bonusesl
The amounts of the key management personnel remuneration disclosed in the table are recognised as
expenses of the current reporting period on the key management personnel and are included in personnel
costs.

Three months ended 30 June Six months ended 30 June
2019 20r9 201 8

Shorl-term remuneration to employees
Post-employment benefits and ofher

long-term remunerations

?t Rqo

15

18,974

30

41 90)

30

50,67 4

60

As of 30 June 20re, thecu*ent "ffi ;* ffi"r.ffir,#**
statement of financial position and includes liabilities relatedto the key -unug"-"nt personnel in amount of
2,200 thousandrubles (as of 31 Decembe rz0lg:1,819 thousandrubles).

(d) Transactions with government-related entities

In the course of its operating activities, the Group is engaged in many transactlons with government-reiatecl
entities' These transactions are caried out in accordance with regulated tariffs or based on market prices,
Revenues from govemment-related entities constitute 2.40% and,1.B9yo of total Group revenues for the three:
and six months ended 30 June 2019 (for the three and si;< months ended 30 June zotz: Z.zsy" andl,g3o/o),including L95% and | ,67%o of electricity transmission revenues (for the three and ,i^ -o.rtt , ""J"J:^ol"r",2,12% and L7l%%o),

Electricity transmission costs (including compensation of technological losses) for government-related
entities constitute 2.83% and 4.10o/o of total electricity transmir;sion 

"ort, 
fo, the three and six months ended

30 June 2019 (for the three and six months ended 30 iune 2019:3,20% and2.93%),
Interest expenses on goverrlment-related banks loans and borrowings for the three and six months ended 30June 2019 constitute 76.46% and76.550/o of total interest expenses (for the three and six months ended 30June 20 1 B: 90 .97% and 89 .7 B%) ,

As of 30 June 2019,^ca1h and cash equivalents held in government-related banks amounted to 803,557thousand rubles (as of 31 December 20rB: 1,035,852 thousalnd rubres),

Loans and borrowings received from government-related banks are disclosed in Note 22.

29 Events after reporting date

According to the Management, there are no other facts of economic activity in the Group that have or mayaffect the financial condition, cash flows or results of rperations of the Group and that occurred between thereporting date and the date of signing the consolidated financial statements for the six months ended 30 June2079, and as of30 June 2019.

the additional issue and securities
18 July 2019). Information on the
website of Kubanenerso pJSC:
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