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1. ABOUT THE COMPANY

federal Grid Company (fGC) was founded in 2002 
during the reform of the Russian power industry. the 
Company’s key activities are:

 • Electricity transmission through backbone electric 
grids;

 • technological connection services.

We are included in the list of strategically important 
companies for Russia’s industrial development.  

As a result of our 13-year work, we have become one 
of Russia’s largest power sector companies by market 
capitalisation, and also one of the leading “blue chips” 
on the Russian stock market..

more than 23,400 individuals employed by our 
Company ensure the sustainable and efficient 
operation of more than 139.1 thousand kilometres of 
electricity transmission lines and 931 substations in 
the territory of more than 15,1 mln sq km comprised of 
77 regions of Russia. 

As of 31 december 2015, fGC has 51 regional 
branches, including:

 • 8 branches – main Power transmission lines 
(mES);

 • 41 branches – main Power transmission line 
Companies (PmES);

 • 1 branch – Special Production Plant Bely Rast;

 • 1 branch – Center for technical Supervision.

Details on the Company’s structure and history 
are available on our website in the “About Us / 
About Company” section.

2. CORPORATE GOVERNANCE

With a focus on long-term goals, we ensure the 
transparency of our activities, environmental 
protection, workplace safety and social protection of 
our employees, and we observe corporate governance 
principles.

in 2015 fGC’s Board of directors adopted a new 
edition of Corporate Governance Code, developed in 
conformity with the recommendations stated in the 
Russian Code of Corporate Governance, which, in its 
turn, had been adopted by the Bank of Russia’s Board 
of directors.

the Code revision allowed implementing a more clear 
structure, under which we declared key principles 
of corporate governance, defined our corporate 
governance system’s key officers, their functions, 
operational conditions and interaction rules. 

the Company’s supreme governing body is the 
General meeting of Shareholders. the Board 
of directors, elected by the General meeting of 
Shareholders, determines the Company’s development 
strategy and also supervises the activities of the 
management Board. the management Board is 
entrusted with operational management of the 
Company. the Chairman of the management Board is 
the sole executive governing body.

the Board of directors’ primary activity is maintaining 
and ensuring further development of the unEG 
together with the Company’s sustainability, and also 
upgrading Company’s governance efficiency.

Committees are formed under the Board of directors 
to increase the effectiveness and quality of the Board 
of the directors’ work. Regular committees include: 
Audit Committee, hR and Remuneration Committee, 
Strategy Committee and investment Committee. 

to protect the interests of our shareholders, we have 
effective external and internal control systems in 
place. the external control system is represented by 
the independent auditor, and internal control and risk 
management are undertaken by the internal Audit 
Commission, standalone division for internal audit and 
internal Control and Risk management department. 

in order to adopt the recommendations stated in the 
Russian Code of Corporate Governance, we developed 
a corresponding plan of actions (a “road map”) 
with respect to all the key aspects of our corporate 
governance system and practice (adopted by the 
Board of directors, protocol nr. 255 of 16.03.2015).

the obligations undertaken by the Company under the 
“road map” were fulfilled in full:

 • in June 2015 the General meeting of Shareholders 
adopted the following corporate governance 
documents: revised Charter, Provision on preparing 
and holding of the General meeting of Shareholders, 
Provision on the Board of directors, the 
management Board, the internal Audit Commission, 
Provision on Payment of Remuneration and 
Compensation to the members of the Board of 
directors, and to the members of the internal Audit 
Commission;

 • Considering the revised documents mentioned 
above, the Board of directors also adopted new 
Provisions on Committees and remuneration to their 
members;

 • A new position of Corporate Secretary was 
implemented, and the corresponding Provision 
was adopted by the Board of directors. Corporate 
Secretary is considered as a key element of ensuring 
effective interaction among all the corporate 
governance officers.

 • Public Communications Policy was adjusted to 
comply with the new requirements by the Bank of 
Russia to securities issuers.

We also revised certain internal provisions, including 
Provision on investment Committee, Provision on Risk 
management System, Provision on internal Audit.

Adopting the recommendations stated in the Russian 
Code of Corporate Governance, in 2015 we carried 
out self-scoring in accordance with the methodology 
for corporate governance self-scoring for companies 
partially owned by the state (adopted by the order nr. 
306 of 22.08.2014 issued by the federal Agency for 
State Property management).

in accordance with the approaches stipulated by the 
methodology we assessed six corporate governance 
components, each of which had its weight in the total 
score’s structure:

 • Shareholders’ rights;

 • Board of directors;

 • operational management;

 • transparency and disclosure;

 • Risk management, internal control and internal audit;

 • Corporate social responsibility and business ethics.

total self-score of compliance with the principles 
and recommendations stated in the Russian Code of 
Corporate Governance amounted to 82%.

With our GdRs traded on london Stock Exchange, we 
are striving to reach the highest international corporate 
governance standards, including those stated in the 
uK Corporate Governance Code.

 Details on the Company’s corporate governance 
are available on our website www.fsk-ees.ru in the 
“About Us / Corporate Governance” section.

3. SHARE CAPITAL

As of 31 december 2015, the share capital of federal 
Grid Company amounted to 637,332,661,531 roubles 
and 50 kopecks divided into 1,274,665,323,063 
ordinary shares with a nominal value of 50 kopecks 
each.

in accordance with the Charter the number of 
authorised shares amounted to 72,140,500,768 
ordinary shares with a nominal value of 50 kopecks 
each and a total nominal value of 36,070,250,384 
roubles. Authorised ordinary shares have the same 
rights as outstanding ordinary shares.

in 2015 no additional share issues were carried out 
and no preferred shares were issued.
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during the reported period there were no significant 
changes in the structure of our share capital. 
Currently we have over 400,000 shareholders. As 
of 31 december 2015 PJSC “Russian Grids” was 
the Company’s main shareholder, owning 80.13% 
of the Company’s shares. the Russian federation, 
represented by the federal Agency for State Property 
management, owned 0.59% of the Company’s shares.

Since June 2013 a shareholders agreement, signed by 
PJSC “Russian Grids” and the federal Agency for State 
Property management, regarding managing and voting 
of fGC’s shares has been in place. the agreement 
covers all the shares owned by the parties as of June 
2013 and any fGC voting shares purchased by the 
parties in the future.

As of 31 december 2015, free-float constituted 18.2% 
of fGC’s total share capital. Key minority shareholders 
included institutional investors and holdings; retail 
investors constituted 3.23%.

Approximately 32% of our free-float shares are 
owned by foreign institutional investors, including 
some of the largest funds with total assets un-
der management exceeding 1 billion US dollars 
(Kopernik Global All-Cap Fund, Vanguard Inter-
national Equity Index Fund, MarketVectors ETF 
Trust Russia ETF, BlackRock funds). 

 ▶ FGC’s share capital structure as of 31.12.2015

15.78

80.13

1.34

1.08

1.67

Kopernik Global All-Cap Fund

ПАО «Россети»

ООО «Индекс энергетики ФСК ЕЭС» * 

БАНК ВТБ (ПАО)

Прочие**

Kopernik Global All-Cap Fund

PJSC Rosseti

Index of Energy FGC UES, LLC* 

Bank VTB (PJSC)

Others**

*  since 2016 LLC “FGC — Asset Management”.
** The management are not aware of investors owning more than 5% of the Company’s share capital other than those indicated in the diagram above.

Long-term investors constituted 65.5%, mid-term 
investors — 26.6%, and short-term inves-
tors — 7.9% of total foreign investments into the 
Company. 

  Details on the Company’s share capital 
structure and dynamics are available on our 
website www.fsk-ees.ru in the “Investors / Share 
Information” section.

Market quotations for the Company’s 
shares
in 2015 the dynamics of the industry indicator 
micexPWR generally correlated with that of miCEX.

Shares of the Company performed significantly better 
than the market in general and the industry indicator 
micexPWR, outpacing them. Since the beginning of the 
year quotations for the Company’s shares increased 
by 30% (from 4.7 kopeeks at the beginning of the year 
to 5,7 kopeeks at the end) with micexPWR and miCEX 
growing by 26% and 18% accordingly.

The growth of FGC shares’ market quotations in 
January — February 2016 was primarily due to 
the expectations of the Company’s investment 
programme reduction and also discussions of an-
ti-crisis plan by the Government of Russian Fed-
eration, including electric grid companies support 
measures.

During the rest of the year the growth rate de-
creased due to a number of negative factors with 
the following among the key ones:

 • Russia’s economic growth slowdown and inflation 
rate increase, affecting capital-raising potential of 
domestic market oriented companies;

 • mid-term tariff regulation forecasting difficulties;

 • transition to a new client accounts settlement 
basis — in accordance with actual capacity provided.

In 2105 the Company’s capitalization increased 
by 33.4% and amounted to 74,861.09 million rou-
bles.

  Details on the market quotations for the 
Company’s shares are available on our website 
www.fsk-ees.ru in the “Investors / Share 
Information / Interactive Stock Chart” section.

 ▶ Stock Indices and Federal Grid shares in 2015, %
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Depositary receipts programme
on 30 June 2008, federal Grid Company launched a 
depository Receipts Programme, not subject to listing 
procedures (Regulation S and Rule 144A). Since 1 
July 2013, the Bank of new York mellon (BnY mellon) 
has been the depository bank for the programme. in 
2011, the Company performed a technical listing of 
depository receipts (GdRs) on the main market of the 
london Stock Exchange, where trading of federal Grid 
Company’s GdRs was launched on 28 march 2011.

In the year 2015 the depository receipts pro-
gramme decreased and amounted to 1.23 million 
GDRs, or 0.048% of the Company’s share 
capital. 

  Details on the Company’s depositary receipts 
programme are available on our website www.
fsk-ees.ru in the “Investors / Share Information / 
GDR programme” section.

Current information on the GDR programme can also 
be accessed at the official website of the London 
Stock Exchange at www.londonstockexchange.com, 
under Federal Grid Company’s ticker symbol — FEES.
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ents and capacity of power receivers, being con-
nected to the grids. In 2015 paid power capac-
ity amounted to 87.9 GW, having decreased by 
3 GW in comparison with the previous year. The 
mentioned dynamics resulted from application of 
a new arithmetic average based calculation meth-
od for direct customers provided services rather 
than a reduction in power consumption.

A significant growth of technological connection 
services’ physical volume (consumers and power 
generating companies) in 2015 was mainly due 
to completion of a number of large-scale techno-
logical connection projects with regards to power 
generating stations owned by “Rosenergoatom”.

With the current dynamics of electricity export and 
import, and also global power saving trend, we do 
not expect a significant growth of the electric grid 
services within the next few years. The services’ 
volume growth is expected to be subject to expan-
sion of UES of East and UES of South

National currency exchange rate negative fluctua-
tions just increase the uncertainty of investment 
expectations and might cause a delay in carrying 
out new investment projects by both energy con-
sumers and producers, hence, resulting in lower 
technological connection services’ volume.

5. CORPORATE STRATEGY, 
CHALLENGES AND SOLUTIONS

our mission is to ensure reliable functioning and 
development of the unEG in correlation with economic 
dynamics, achieving higher economic efficiency with 
lowest possible expenses. 

our strategic goals for the period till 2030 are:

 • Ensuring reliability and quality of our services;

 • Retaining financial soundness and self-sufficiency;

 • developing the unEG with due regard to economic 
and technical optimization of backbone grids;

 • meeting customers’ demand on fGC’s services with 
due regard to regional features, structure of the 
demand, and higher capacity load efficiency;

 • Consolidating under fGC’s governance all the 
objects constituting the unEG.

Dividend policy
our dividend policy is based on the approach of 
balancing the interests of our shareholders and the 
Company’s development needs taking into account the 
necessity to increase the Company’s capital-raising 
potential and capitalization.

A resolution on payment of dividends is adopted 
by the General Meeting of Shareholder subject 
to a recommendation made by the Board of Di-
rectors. Recommended dividends volume is as-
sessed by the Board of Directors basing on the 
Company’s financial results and with due regard 
to the Russia’s government order № 774-р of 
29.05.2006. According to the order at least 25% 
of the net profit for the reporting period (exclud-
ing income from revaluation of financial assets) of 
partially state-owned companies could be spent 
on dividend disbursement, if not specified other-
wise by governmental acts.

In accordance with Russian legislation, the Char-
ter of Federal Grid Company, and the Dividend 
policy, the source for dividend payments is the 
Company’s net profit, which is determined on 
the basis of the Company’s annual statutory ac-
counts. At the moment we are working on a new 
methodology for dividend basis calculation that 
could harmonize IAS and RAS approaches.

According to Federal Grid Company’s 2015 statu-
tory financial statements, the Company’s net profit 
for the reporting year amounted to RUB 17,870 
million. Taking into account the net profit for the 
period the Company’s management will recom-
mend the General Meeting of Shareholders to 
adopt a resolution to pay dividends for 2015. A 

resolution on the payment of dividends for 2015 
will be adopted by the Company’s Annual General 
Meeting of Shareholders in June 2016.

Details on the Company’s dividend policy are 
available on our website in the “Investors / Share 
Information / Dividends” section.

4. MARKET REVIEW
As of the end of 2015 with Russia’s industrial out-
put decreasing by 3.4% (growth of 1.7% in 2014), 
output of certain industries such as metallurgy 
and machinery and equipment production, featur-
ing high electric consumption, reduced by 6.5% 
and 11.1% accordingly1.

According to the data provided by the System op-
erator of UES2, the energy consumption volume 
in Russia’s UES decreased by 0.55% against the 
previous year and amounted to 1,008.3 billion 
kWh. The electricity export in 2015 increased by 
25% but still constituted an insignificant share in 
the consumption structure of UES (less than 2%). 
An average annual growth rate of electricity con-
sumption in UES is expected to be 100.81% in 
2016—2022.

With modernization of production technologies 
and energy saving programmes put into force, 
specific energy consumption kept on decreas-
ing with regards to the majority of power-hungry 
products during the previous years. A sustained 
growth of specific energy consumption remained 
only in oil drilling industry.

The mentioned factors adjust the effect from 
changes in demand’s geographical structure and 
distribution of loads. They also allow using the 
current power capacity reserves of the Grid and 
delaying expensive capacity increase projects.

Organization and control over electricity supply 
network constitute a separate sector of power 
industry. Being a key element of infrastructure of 
Russian electricity market, our company is a natu-
ral monopolist in the sector, and thus doing busi-
ness under government regulation.

The volume and physical characteristics of the 
services rendered by FGC are highly dependent 
on overall economic environment due to infra-
structural nature of power industry in general and 
power grid in particular.

The volume of services provided in backbone 
electric grids is assessed as power capacity 
provided to electricity transmission services cli-

1 Source: Ministry of Economic Development  of Russian Federation, “On the results of social-economic development of Russian Federation in 2015”, 
Moscow, February 2016. 
2 Source: System operator of UES, “Report on Russia’s UES functioning in 2015”.

2011 2012 2013 2014 2015

90.9 90.5 91.4 90.9
87.9

 ▶ Power capacity paid by electricity transmission 
services clients of FGC, GW

 ▶ Physical volume of technological connection 
services provided, MW

2011 2012 2013 2014 2015

6,058

4,569
3,793

5,537

8,185

Regulation S Rule 144A

Proportion 1 GdR: 500 shares 1 GdR: 500 shares

Code iSin: uS3133542015
CommonCode: 036273577 

iSin: uS3133541025
CommonCode: 0362733372

Price per 1 GdR as of 31.12.2015 0,361 uS dollars -

Amount of GdR’s issued as of 
31.12.2015

1,183,441 46,034

Key features
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Long-term development programme
in december 2014 the Board of directors adopted1 the 
Long-term development programme for 2015—2019 
with the prospect till 2030, previously approved by the 
government of Russia.

in 2015 we revised the long-term development 
programme, considering more severe business 
environment, caused by certain external factors and 
the macroeconomic indicators dynamics reported 
at the end of 2014 — beginning of 2015. The goals 
and objectives as well as measures to reach target 
indicators were revised and clarified. the revised 
programme has become more focused on cost saving:

 • more ambitious operational cost saving objectives 
than those stipulated by the corresponding 
governmental acts;

 • more conservative approach applied to the unEG 
development plans and proceeds indicators.

 • in 2014 the independent auditor matched target 
and actual values of key efficiency indicators and 
analyzed the reasons for revealed discrepancies 
(the results are provided in the auditor’s report 
of 31.07.2015). the auditor states that for the 
reporting period the actual values surpassed the 
target ones due to the implementation of a number 
of efficiency upgrade measures.

 • the key results of the long-term development 
programme in 2015 were as follows:

 • undertaking in full a set of import substitution 
measures, as set forth by the corresponding plans;

 • Surpassing target indicators of specific operational 
and investment expenses as well as labour 
productivity;

 • Saving almost 49.4 million kWh as a result of 
implementing a set of measures directed at lowering 
losses of electricity during unEG transmission;

 • Reducing the duration of electricity transmission 
cutoffs by 46%.

The strategic goals for the period 2015—2019 are:

 • maintaining high reliability of the unEG;

 • implementing the long-term investment programme 
under the conditions of tariff restrictions and 30% 
reduction of specific investment expenses by 
2017 compared with those of 2012;

 • Adhering to the prearranged timeline when carrying 
out investment projects of state importance;

 • Adhering to the principles of economic and technical 
feasibility when making decisions with regards to 
backbone grid development scheme;

 • implementing economic model of technological 
connection based on a balance of interests and fair 
risks distribution between submitter (client) and the 
Company;

 • minimum 30% reduction of specific operational 
costs by 2017 compared with those of 2012 
maintaining the same high level of reliability and 
quality of power supply;

 • optimization of the current power capacity load;

 • developing a step-by-step programme to 
consolidate all the objects constituting the unEG;

 • maintaining the Company’s credit rating at the level 
of Russian federation’s sovereign credit rating.

Risk management system
Risk management system, being an element of 
comprehensive internal control system, is a set 
of mechanisms and tools ensuring availability of 
corresponding organizational structure and measures 
to develop, adopt, monitor, revise and constantly 
improve risk management processes within fGC. 

in accordance with the recommendations set forth by 
the Russian Code of Corporate Governance in 2015 
the Board of directors adopted Provision on Risk 
management System (protocol nr. 291 of 19.11.2015).

the Provision was developed on the basis of headmost 
Russian and international standards, including:

 • methodology instructions on preparing a 
risk management provision, approved by the 
Government of Russian federation;

 • the Russian Code of Corporate Governance;

 • moscow Stock Exchange listing Rules;

 • international standards iSo:2009, 31000:2010 and 
31010:2011 with regards to risk management;

 • Risk management Standard by federation of 
European Risk management Associations.

taking into account the recent economic and political 
trends in the course of further upgrading the existing 
risk management system, we updated the risk map 
so that it could reflect all the challenges of business 
environment the Company experienced in the reporting 
period and will face in the near future. We also 

developed a set of measures allowing the Company to 
mitigate to some extent the revealed risks.

the key risks can be divided into three groups by the 
parameter of magnitude: critical, significant, moderate. 
none of the revealed risks is assessed as critical.

the following table provides brief characteristics 
of the significant risks with growing magnitude. in 
comparison with the risk assessment results of the 
previous year, the amount of such significant risks 
with growing magnitude has fallen to 3. however, the 
tariffs regulation and macroeconomic environment 
risks have increased their influence.

3 Protocol Nr.243 of 19.12.2014

Risk description mitigation measures Risk occurrence

Tariffs regulation risks

lower investment component of the tariff.
Reduction of electricity transmission services 
actual revenue.
increase of costs with regards to electricity 
transmission via foreign energy systems.
deviation of actual average tariff from the one 
stipulated by the business plan.

Changes in the investment programme and 
its financing structure.
Proposing changes to regulatory acts with 
regards to: tariff setting and determination of 
indicators used to set tariffs.
Efficiency increase of operating and invest-
ment activities and consecutive implementa-
tion of RAB regulation principles.
Quality upgrade of budget planning and 
supervision over implementation.

An increase in borrowing costs — interests 
payable increased by RuB 7,091 million 
(+30.2%).
An increase in fees to foreign grid companies 
by RuB 642 million (+30.6%).
the approved tariffs stipulate for a contracted 
capacity basis in settlement of clients ac-
counts. Actually settlement of direct consum-
ers’ accounts is being made on an actual 
capacity consumption basis — gross revenue 
requirement decreased by RuB 484 million 
(–0.3%).

Economic environment risks in country and region

Worse basic macroeconomic indicators of 
the country’s economy: GDP, inflation rate, 
unemployment, etc.

Crisis response (anti-crisis) programme and 
other expenses reduction programmes with 
regards to separate activities (investment in 
the first place) were adopted.
the long-term development programme for 
2015 — 2019 stipulates for overall efficiency 
increase: 30% and at least 30% reduction of 
specific investment and operational costs 
correspondingly by 2017 compared with 
2012; power supply reliability increase.

With crude oil prices dwindling, rouble 
negative exchange rate dynamics, economic 
sanctions against Russia, the magnitude of 
the risk has increased.
macroeconomic environment has worsen, 
power consumption and, hence, the demand 
on the Company’s services have dropped. 
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Risk description mitigation measures Risk occurrence

Risks regarding import substitution programme implementation

the risks might affect maintaining the 
required level of quality of services and reli-
ability of the unEG objects functioning:
Restrictions or even prohibition of purchasing 
electric machinery (mutual economic sanc-
tions, absence of required technology or lack 
of equipment and competence regarding do-
mestic manufacturers of electric machinery).
Price surge with regards to electric machinery 
due to negative economic environment 
(weaker rouble, discriminating sales policy 
applied by foreign manufacturers to Russian 
customers). 

the Company developed and adopted (order 
nr. 820p of 29.12.2014) a set of measures to 
manage the risks regarding the implementa-
tion of import equipment, technologies, mate-
rials and systems substitution programme for 
2015 — 2019.
the measures are:
 • Setting priorities on specific projects from 

the investment programme;

 • Amending standard purchase contracts 
and tendering documentations to fix 
prices on electric machinery and to hedge 
exchange risks;

 • increasing the range of electric machinery 
of domestic manufacturing which could be 
used for the needs of fGS’s objects;

 • increasing the share of domestically 
manufactured electric machinery in the 
structure of purchases with due regard to 
the current legislation;

 • Centralizing purchasing process for 
key groups of electric machinery, being 
supplied under the import substitution 
programme;

 • long-term contracting with domestic 
manufacturers and foreign producers 
allocating their manufacturing facilities in 
Russia;

 • Stimulating innovative development of 
Russian electric machinery manufacturers, 
including technology transfers and 
innovations into manufacturing processes;

interacting with federal, regional and local 
authorities to provide domestic manufactur-
ers with any possible preferences. 

in 2015 the magnitude of the risks increased 
following the worsening of Russian foreign 
relations — implementation by a number of 
countries additional economic sanctions and 
counter sanctions.
in 4th quarter of 2015 due to the Russian 
sanctions against turkey, custom clearance 
procedures, applied to products made in 
turkey and including components for electric 
machinery, were strengthened. that leads to 
higher risks of supply deadlines breach with 
regards to the electric machinery conceived 
of such components, that are supposed to be 
supplied to the objects of the Company.

6. OPERATING ACTIVITIES

Electricity transmission services 
federal Grid Company’s principal activity is the 
transmission of electricity via the Russian unified 
national Electric Grid (the “unEG”). Payments for this 
type of service are the main source of revenue for the 
Company.

According to Russian legislation, electricity 
transmission services via the unEG are monopolistic 
activities and are regulated by the Russian 
Government.

the price for electricity transmission services is 
determined by tariffs set by the Russian federal tariff 
Service, and since 01.07.2015 by the Russian federal 
Anti-monopoly Service, including:

 • the price for electricity transmission services 
provided to maintain operation of the power assets 
constituting the unEG;

 • normative technological losses of electricity during 
unEG transmission for the respective subject of the 
Russian federation.

for 2015, the volume of electricity transmission 
services provided by the Company increased by 
2.04% and amounted to 525,8 billion kWh and RuB 
157,8 billion according to our audited ifRS financial 
statements. the number of customers during the 
reporting period increased to 473 organizations. this 
increase was mainly due to the new customers of 
technological connection services and reduction in the 
amount of “last mile”4 companies, which led to fCG 
concluding direct contracts with its customers.

As of 31 december 2015 our key5 consumers of 
electricity transmission services consisted of the 
following:

 • JSC “Tyumenenergo” — 10.63%;

 • PJSC “IDGC of Centre” — 9.77%;

 • PJSC “MOESK” — 9.50%;

 • JSC “IDGC of Urals”-“Sverdlovenergo” — 4.24%;

4  «Last mile» is a form of cross-subsidisation under which large industrial consumers connected directly to backbone grids of Federal Grid Company 
pay for electricity transmission services under distribution grid tariffs of IDGCs,  which have leased part of grid facilities of the Company («last mile»).
5  Such customers’ shares in the revenue (IFRS) exceeded 2%.
6  Number of contracts with direct private customers, distribution grid companies and power generating objects.

 • PJSC “Lenenergo” — 4.07%.

 • JSC “IDGC of Urals”-“Chelyabenergo” — 3.15%;

 • JSC “DRSK” — 3.11%;

 • PJSC “Kubanenergo” — 3.07%;

 • JSC “RUSAL Krasnoyarsk” — 2.32%;

 • PJSC “IDGC of South”-“Rostovenergo” — 2.06%

 Details on electricity transmission services 
provided by the Company are available on our 
website in the “Operations / Energy transmission” 
section.

Technological connection services
technological connections are a complex service 
that provides for the actual connection of electricity 
receiving devices (power units) to the electric grid 
system. We provide technological connection services 
to new consumers as well as to existing customers 
that need to increase power consumption.

our primary goal is to synchronize industrial 
development in different regions of Russia with the 
current capacity of backbone electric grids. 

Answering the needs of our customers we pay 
much attention to transparency and availability of 
technological connection process, that results in less 
stages of the process and, hence, shorter timeline.

in 2015, we concluded 2066 agreements to provide 
technological connection services (226 agreements 
concluded in 2014). the main reason for the decrease 
of the concluded agreements number was legal 
restriction preventing from taking orders with voltage 
class less than 110 kV. Economic situation in Russia 
was another reason. the total volume of maximum 
capacity with regards to technological connection 
services rendered increased by 46% and amounted to:

 • 2.8 GW under the agreements with consumers and 
distribution grid companies;

 • 5.4 GW under the agreements with power generating 
objects.
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 Details on electricity transmission services 
provided by the Company are available on our 
website in the “Operations / Technological 
connection” section.

Upgrading the quality of services
With the variety of climate zones in Russia, we take 
very seriously our mission of providing sustainable 
power supply. We do our best to ensure the provision 
of electricity to our customers on a reliable basis, 
adhering to all the necessary technical specifications.

one of the key goals of the long-term development 
programme is maintaining high reliability of the 
infrastructure and further reduction of energy 
undersupply.

upgrading reliability and maintaining efficient 
functioning of the unEG are directed by the funds 
renewal programme, which is a part of the investment 
programme for 2015 — 2020, approved by the Ministry 
of Energy’s orders nr. 979 and 980 of 18.12.2015.

the renewal programme’s budget reaches RuB 
118.2 billion. During 2015 — 2020 commissioning 
of 11,452 mVA and 331.5 km of transmission lines 

7  The table demonstrates the projects with capacity exceeding 100 MW each.. 8  Including rented sites as well as switchgears and units at substations of other owners.

Largest technological connection projects for 20157

Customer object Capacity, mW

JSC “E.on Russia” Berezovskaya state district power plant, unit nr.3 800

PJSC “WGC-2” Cherepovetskaya state district power plant, unit nr.4 420

JSC “Inter RAO — Electrogeneracia” uzhnouralskaya state district power plant-2, unit nr.1 400

JSC “Fortum” Chelyabinskaya tPP-3, unit nr.3 220

PJSC “moESK” transformer substation 110 kV mGu added to sub-
station 500 kV ochakovo

83,17

JSC “GAZPROMNEFT — Moscow Oil Refinery” Substation 220 kV GPP-3 added to substation 500 kV 
Chagino

67

federal treasury Enterprise R&d Centre Vostochny spaceport, 1 stage 60

llC «Yandex dC» Substation 110 kV Yandexс 56

JSC “Vancorneft” Substation 110 kV nPS-1 20

PJSC “IDGC of Urals” transformer substation 110 kV ustinovo Geolog 
added to substation 220 kV Khimkompleksс

19,65

JSC “Tyumenenergo” transformer substation 110 kV Geolog added to 
substation 220 kV Barsovo

18

Key production indicators

2015 2014 Change 2015/2014

number of substations8 931 924 + 0.8%

total transmission grid length including rented lines, thou-
sand km

139.1 138.8 + 0.2%

Electricity transmitted from the unEG, mWh 525 769 515 250 + 2.04%

Actual electricity losses, mWh 23 478 21 261 + 10.4%

transformer capacity including rented substations, GVA 334.5 332.1 + 0.7%

declared capacity, mW 87 920 90 887 –3.3%

are scheduled by the programme. for 2016 the 
programme provides for capacity commissioning of 
2,033 mVA with the budget of RuB 16.7 billion.

Carrying out activities stipulated by the Company’s 
repairs programme guarantees reliability of the unEG. 
the programme is based on the results of regular 
diagnostics of technical condition of equipment taking 
into account local environment, normative documents 
by manufacturers and our rich experience in the 
industry.

Scheduled for 2015 repairs, maintenance and 
diagnostics with regards to the unEG equipment were 
performed in full:

 • Repaired 215 transformers’ branches; 19 reactors’ 
branches, 14,448 disconnectors, 2,191 switches and 
around 10,270 transmission tower footings;

 • Cleared 43,4 thousand ha of electricity transmission 
lines;

 • Replaced 125,917 insulators on high-voltage 
transmission lines.

the reliability and efficiency of our grids is upgraded 
with every year as new equipment is commissioned, 
timely diagnostics and repairs carried out and staff 
development is conducted:

 • undersupply of energy to our customers dropped 
by one half in 2015 and continues tends to be on 
a low level. in 2015 the undersupply amounted to 
1,725 MWh against 3,565 MWh in 2014.;

 • despite constant increases in assets subject to 
maintenance, in 2015 the accident rate at our 
power assets dropped by 22% and total amount of 
accidents decreased by 17.3%;

 • Actual losses of electricity in our grids continues 
to decrease. in 2015, losses were 23.5 billion kWh, 
which amounted to 4.47% of total electricity supply. 
the 2.2 billion kWh increase in actual electricity 
losses in comparison with 2014 was due to the run 
regime change of the unEG, corresponding load 
regime change of power stations, rescheduling 
power capacity loads of consumers, and new 
equipment commissioning.

 • As a result of implementation of our Energy 
efficiency programme, the total effect of energy 
saving in 2015 amounted to 49.4 million kWh. 

the measures taken as a part of our Energy efficiency 
programme in 2015 were focused on the following 
points:

 • optimization of circuit and regime parameters;

 • lower electric energy consumption of the 
substations owned by fGC;

 • upgrading electric grids and energy saving 
equipment commissioning.

Apart from the decrease of actual electricity losses 
(49.4 million kWh) the technological effect of the 
programme also includes lower electric (0.7 million 
kWh) and heat (1.06 thousand gigacalories) 
energy consumption in buildings. Additionally the 
implementation of the programme resulted in lower 
consumption of gasoline and diesel fuel. in 2015, total 
economic effect reached RuB 60.3 million of which 
RuB 54.8 million was made due to the reduction of 
electricity losses.
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7. DEVELOPMENT OUTLOOK FOR THE 
COMPANY

INVESTMENTS
our Company’s investments are primarily aimed 
at modernisation and reliability upgrades to the 
unified national Electric Grid in order to ensure an 
uninterrupted supply of electricity to our consumers. 
under the investment activities we carry out complex 
projects with the purpose of building new electric grid 
infrastructure units and reconstruction of the existing 
ones.

The priority goals for the Company’s  Investment 
programme include: 

 • maintaining reliability of the unEG functioning 
to ensure uninterrupted electricity supply to our 
customers;

 • Providing electricity supply to objects of high State 
importance;

 • Providing quality and availability of energy 
transmission and technological connection services;

 • improvement of the efficiency of backbone 
electric grids by implementing power efficiency 
programmes;

 • Synchronization of the Company’s development 
programme with those of power generating objects 
and distribution grid companies;

 • development of an efficient system to control and 
monitor all the objects constituting the unEG;

 • Providing reliable power supply with separate 
functioning of unified Energy Systems of Russia and 
ukraine;

The Company’s 2016 — 2020 Investment programm9 
was prepared under the current economic environment 
featuring significant increase in borrowing costs, 
financial markets’ limitedness, inflation rate increase, 
exchange rate fluctuations and customers’ bad debts.

With the actual financing being 84% of the plans, 
during the reporting period fGC reached almost 
all target indicators stipulated by the Programme 
(commissioning of power capacity — 99% of the target 
value, transmission lines — 101%).

68% of investments for the year were spent on the 
construction of new capacities, 23% on reconstruction 
and modernization, and the remaining 9% on other 
investment projects for further development of the 
business and the industry in general.

the overall size of the investment programme 
financing for 2016—2020 will amount to RUB 471.1 
billion roubles. Within the framework of implementing 
the investment programme, the Company plans to 
put into operation 44.3 thousand mVA of transformer 
capacity and more than 11.8 thousand km of 
electricity transmission lines.

the investment programme will be financed from 
the following sources: Company’s own funds, bond 
issues, loans originated by third parties and federal 
budget funds. Another key feature of the investment 
programme will be the equal distribution of investment 
expenses within the next 5 years, which will allow our 
Company to save its balanced structure of financing 
sources.

9  Adopted by the Russian Ministry of Energy’s order Nr. 980 of 18.12.2015.

Key indicators of our Company’s Investment programme for 2015

indicator Actual 2015 Status, % 

financing, billion roubles (VAt inclusive) 85.9 84

Application of funds, billion roubles (VAt inclusive) 61.4 98

Transfer of works-in-progress into fixed assets, billion 
roubles

99.5 115

Commissioning (under voltage) mVA 2,318 105

km 663 104

Key features of the adjusted Investment programme for 2016 — 2020

indicator 2016 2017 2018 2019 2020 total

financing, million roubles. 99 000.0 98,100.0 107,655.0 91,012.0 94,301.0 490,068.0

Capacity commissioning, thousand mVA 9.4 9.7 10.8 8.1 6.9 44.9

transmission lines commissioning, thou-
sand km

1.4 1.3 3.3 2.5 3.4 11.9

the key investment projects for the upcoming years 
are the following:

 • Energy infrastructure development in the following 
regions:

 − the Republic of Sakha (Yakutia);
 − BAm and transsib (around the mentioned railway 
mainlines).

 • Energy infrastructure development for oil 
transportation system “Eastern Siberia — the Pacific 
ocean”;

 • damage recovery programme at the Sayano-
Shushenskaya hydroelectric power station;

 • mitigating separate functioning of unified Energy 
Systems of Russia and ukraine;

 • increasing accessibility (connection) of the 
Krasnodar territory’s electric grids;

 • Ensuring power output of power units;

 • Ensuring reliable Russia’s uES functioning being 
separated from the grid systems of the Baltics 
(BREll macroproject);

 • Electricity supply to the natural gas transportation 
system “Power of Siberia”.

Adjustments to the Investment 
programme
As a result of investment programme implementation 
in 2015 and according to the Russian federation 
Government Decree № 977 of 1 December 2009 
(edition of 16 february 2015), fGC developed 
draft changes into the investment programme for 
2016 — 2020.

 Details on the Company’s Investment programme 
are available on our website in the “Operations / 
Investments” section. 

INNOVATION
the management Board and Strategy Committee 
under the Board of directors approved the innovative 
development and modernisation policy aimed at 
creation of an intelligent innovation-based electric grid, 
including:

 • Automate energy consumption management 
systems;

 • Active grid units with altering technical 
characteristics;

 • monitoring system of current grid status; 

 • Automate real-time systems designed to maintain 
operation of the grid within the limits set, functioning 
as a part of an integrated system of analysis and 
decision-making.

to achieve the goals of our innovation policy we 
adopted the innovative development programme for 
2013 — 2017 with the prospect till 2020. The key tasks 
of the programme include:
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New technologies and innovative products 
development:

 • Concept developing for the intelligent energy system 
on the basis of self-adaptive electric grid;

 • developing, testing and commercialization of new 
technologies;

 • developing new services on electricity markets;

 • Energy efficiency upgrade programme;

 • Environmental compatibility upgrade programme;

 • Cooperation with universities and scientific 
organizations;

 • Partnership programmes with innovative small and 
medium enterprises;

 • Cooperation with ventures and Skolkovo institute of 
Science and technology.

New technologies application:

 • Comprehensive pilot projects on establishing self-
adaptive intelligent electric grid;

 • further development, modernization and energy 
efficiency upgrades application to the unEG;

 • Building up manufacturing facilities for 
comprehensive for further modernization of the 
unEG.

Innovative business processes:

 • upgrading the current business processes and new 
governance methods implementation;

 • developing the innovative activities system.

fGC’s innovative development programme provides 
for upgrading use efficiency for Russia’s energy 
potential. the programme also contributes to 
further development of industrial sector of Russia’s 
economy, decrease of imported equipment share and 
establishes conditions for Russian economy gaining 
maximum benefits. 

the key system result of the Programme 
implementation in 2015 was keeping the focus on 
innovation implementation and further development of 
related activities. that was subject to the significant 
results achieved under various R&d programmes and 
projects, and also the objective necessity of innovative 
decisions approbation and application on the unEG 
objects. 

the targeted values of the effectiveness indicators 
mentioned above were reached despite a notable 
drop in the programme’s financing in 2015 — actual 
RuB 3,962.27 million instead of planned RuB 
9,717.44 million. The innovative activities efficiency 
increase ensured the target values for effectiveness 
indicators of the programme being reached.

the following table sets forth some of the key 
effectiveness indicators of the programme for 2015:

the innovative development programme provides for 
carrying out the R&D Programme for 2015 — 2017 
(adopted by the order nr. 133 of 19.03.2015).

the R&d Programme is designed to ensure sustained 
and long-term financing for new technologies and 
equipment, to improve reliability, quality and energy 
efficiency of electricity supply to customers via 
upgrading the unEG, and turning it into an intelligent 
(self-adative) core for power industry technological 
infrastructure.

in 2015, in accordance with the innovative 
development Programme, R&d financing amounted to 
RuB 484.19 million which is 0.28% of the revenue for 
the period. The decrease in financing against 2010 — 
2013 period was due to the adjustments made to the 
investment Programme resulted from changes in tariff 
policy.

in 2015 R&d programme’s key result was development 
of design documentation, standard designs and 
prototypes in various lines:

 • high-temperature superconducting lWC;

 • Splice and terminal boxes for cables with insulation 
mad of ClP;

 • metrological control and monitoring at digital 
substation;

 • Automatic fire suppression system equipped with 
finely-divided spay gears for 220 kV transformers of 
125 — 250 MVA capacity;

 • technical monitoring and fault location system for 
220 — 750 kV lines. 

to adapt to financing restrictions, we are upgrading 
planning and implementation of the R&d Programme 
and focusing our efforts on most progressive and 
crucial segments of innovation activity;

We are also intending to further develop “open 
innovation” mechanisms to work with our partners in 
the field of innovative development.

 Details on the Company’s Investment programme 
are available on our website in the “About Us / 
Innovation” section.

indicator Plan Actual Status

Ratio of actual losses of electricity to total electric energy supply, % 4.46 4.47 undone

Ratio of the personnel to 100 km of the transmission lines, 
units.

14 13,52 done

Amount of patents and registration certificates received during 
the reporting period

20 30 done

Amount of technologies developed and implemented as a result 
of R&d works

2 4 done

Ratio of R&d carried out by universities (expenses) to total R&d 
expenses, %

1.0 2.94 done

8. MOTIVATION FOR 
TOP-MANAGEMENT

in accordance with Provision on Employment 
Agreements and Payment of Remuneration and 
Compensation to top management, adopted by the 
Board of directors on 17.06.2010, remuneration to 
the top management is stipulated by employment 
agreements. the remuneration is comprised of fixed 
(position salary) and variable (bonuses) parts. Amount 
of bonuses is subject to reaching predefined KPis.

in 2015 motivation system for the top management 
provided for quarterly and yearly accrued bonuses 
in accordance with the methodology for Calculation 
and Assessment of KPis for fGC’s top management 
adopted by the Board of directors (protocol nr. 243 of 
22.12.2014).

Subject to failing to reach a KPi, the management 
Borad’s bonuses get reduced by a certain percent 
according to the KPi’s weight. the most crucial 
quarterly KPis are: “Reliability: absence of major 
accidents” (40%) and “Preventing casualties 
increase” (40%). the most crucial yearly KPis (15% 
each) are: “Return on invested capital”, “Achieving 
required reliability level” and “meeting deadlines of 
technological connection”.

All the KPis applied for motivating the top 
management were introduced into the long-term 
development programme adopted by the Board of 
directors (protocol nr. 243 of 22.12.2014).

for 2015 the remuneration paid to the management 
Board (including the Chairman) was as follows: 

 • Salary — RUB 110,601 thousand;

 • Bonuses — RUB 194,291 thousand;

 • Other kinds of remuneration and compensation — 
RuB 28,770 thousand.

in comparison with 2014 target KPis for 2015 were 
higher. the actual KPis reached in 2015 and targets 
for 2016 are set forth in the table below:
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Strategic goal KPi 2015 2016

target KPi Actual KPi Status target KPi

Power supply reli-
ability

Reliability: absence of 
major accidents

no increase no increase done no increase

Preventing casualties 
increase no increase no increase done no increase

Achieving required reli-
ability level

1* 0.3 done ≤ 1

Company gover-
nance efficiency

Lower specific opera-
tional expenses

≥ 14.2% 24.2% done ≥ 10,5%

Lower specific invest-
ment expenses

≥ 15% 18.3% done ≥23%

Actual electricity 
losses

≤.,27% 4.09% done < 4.13%

Workforce productivity ≥ 17% 21.5% done ≥ 3.9 thousand 
roubles /man hour

developing the 
unEG and carrying 
out projects of 
state importance

meeting commission-
ing deadlines ≥ 95% 115.5% done ≥ 95%

Maintaining finan-
cial soundness 

Return on invested 
capital

≥ 0.9 1.8 done ≥ 0.9

financial leverage ratio ≤ 1.5** 0.43 done -

total shareholders 
return

> an average 
for the previous 
3 years for an 
amount stated by 
the Bod
(-46,3%)

28,0% done

> moEX RCi hanges 
(Regulated Com-
panies index) for 
a positive amount 
stated by the Bod 

Efficient customer 
relations 

meeting technological 
connection deadlines

≤ 1.1 1.0236 done ≤ 1.1 

Consolidated Income Statement (IFRS)

(in millions of roubles) Year ended
31 december 2015

Year ended
31 december 2014

Revenues 187,041 175,968

other operating income 4,001 5,618

operating expenses (130,963) (126,137)

impairment and revaluation loss on property, plant and equipment, net (2,850) (70,775)

Operating profit / (loss) 57,229 (15,326) 

finance income 8,701 5,070

finance costs (9,635) (6,249)

impairment of available-for-sale investments - (6,027)

Share of (loss) / profit of associates and joint ventures (8) 19

Profit / (loss) before income tax 56,287 (22,513)

Income tax (expense) / benefit (12,189) 1,912
Profit / (loss) for the period 44,098 (20,601)

*  Actual services reliability indicator is not higher than the target approved by the Federal Tariff Service.
**  Or whichever is less than the amount stated in a business plan.

9. FINANCIAL RESULTS

this report contains selected financial information, 
which has been derived from the consolidated 
financial statements of PJSC “fGC uES” (the 
“Company”) and its subsidiaries (the “Group”) as at 
and for the year ended 31 December 2015, prepared 
in accordance with international financial Reporting 
Standards (ifRS) and its interpretations as adopted 
by the European union. the selected financial and 
operating data below should be read in conjunction 
with the Group’s consolidated financial statements 
prepared in accordance with ifRS.

Summary of results
For the year ended 31 December 2015 and 2014, the 
Group’s revenue amounted to RUR 187,041 million and 
RUR 175,968 million, respectively. For the year ended 
31 December 2015 the Group’s profit for the period 
amounted to RUR 44,098 million compared to loss in 
the amount of RUR 20,601million for the year ended 
31 December 2014.
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Consolidated Statement of Financial Position (IFRS)

 (in millions of roubles) 31 december  
2015

31 december  
2014

ASSETS

Non-current assets

Property, plant and equipment 821,114 795,029

intangible assets 7,752 8,285

investments in associates and joint ventures 1,691 2,109

Available-for-sale investments 22,271 14,384

deferred income tax assets 260 437

long-term accounts receivable 15,180 2,933

other non-current assets 1,799 1,177

Total non-current assets 870,067 824,354

Current assets

Cash and cash equivalents 28,176 42,068

Bank deposits 30,269 185

Accounts receivable and prepayments 50,043 55,912

income tax prepayments 432 1,516

inventories 16,063 10,446

other current assets 278 694

Total current assets 125,261 110,821 

TOTAL ASSETS 995,328 935,175

EQUITY AND LIABILITIES

Equity

Share capital: ordinary shares 637,333 637,333

treasury shares (4,719) (4,719)

Share premium 10,501 10,501

Reserves 229,578 226,382

Accumulated deficit (252,980) (297,237)

Equity attributable to shareholders of fGC uES 619,713 572,260

non-controlling interest (75) 971

Total equity 619,638 573,231

Non-current liabilities

deferred income tax liabilities 14,589 1,954

non-current debt 250,076 233,291

deferred income 1,105 1,130

Retirement benefit obligations 7,357 6,456

Total non-current liabilities 273,127 242,831

 (in millions of roubles) 31 december  
2015

31 december  
2014

Current liabilities

Accounts payable to shareholders of fGC uES 6 8

Current debt and current portion of non-current debt 31,466 29,686

Accounts payable and accrued charges 71,036 89,316

income tax payable 55 103

Total current liabilities 102,563 119,113

Total liabilities 375,690 361,944

TOTAL EQUITY AND LIABILITIES 995,328 935,175

Consolidated Statement of Cash Flows (IFRS)

(in millions of roubles) Year ended 
31 december  

2015

Year ended 
31 december  

2014

CASH FLOWS FROM OPERATING ACTIVITIES:
Profit / (loss) before income tax 56,287  (22,513) 

Adjustments to reconcile profit / (loss) before income tax to net cash 
provided by operations  

depreciation of property, plant and equipment 39,447 43,365 

loss / (gain) on disposal of property, plant and equipment 3,699 (429) 

Amortisation of intangible assets 1,481 3,773 

impairment and revaluation loss on property, plant and equipment, net 2,850 70,775 

impairment of available-for-sale investments - 6,027 

Share of result of associates 8 (19) 

Accrual of allowance for doubtful debtors 7,063 2,887 

Share-based compensation - 6 

finance income (8,701)  (5,070) 

finance costs 9,635 6,249 

other non-cash operating income (74)  (78) 

Operating cash flows before working capital changes and income tax 
paid 111,695 104,973 

Working capital changes:  

increase in accounts receivable and prepayments (12,824)  (7,946) 

increase in inventories (5,607)  (2,430) 

decrease / (increase) in other non-current assets 387 (69) 

increase / (decrease) in accounts payable and accrued charges 6,299 (1,185) 

Decrease in retirement benefit obligations (2,833) (330) 

income tax received  906 - 

Net cash generated by operating activities 98,023 93,013 
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(in millions of roubles) Year ended 
31 december  

2015

Year ended 
31 december  

2014

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of property, plant and equipment (75,604) (76,899) 

Proceeds from disposal of property, plant and equipment 1,980 3,525 

Purchase of intangible assets (948)  (830) 

Redemption of promissory notes 667 2,923 

loans given (1,000) -

investment in bank deposits (30,422) (688) 

Redemption of bank deposits  337 39,573 

dividends received 21 1 

Purchase of subsidiary (293) -

Sale of subsidiary 568 -

interest received 7,452 4,336 

Net cash used in investing activities (97,242) (28,059) 

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from non-current borrowings  40,099 1

Repayment of current and non-current borrowings (23,210)  (24,582) 

Repayment of lease (150)  (150) 

dividends paid (840)  (436) 

interest paid (30,572)  (22,279) 

Government grants received -  2,933 

Net cash used in financing activities (14,673)  (44,513) 

Net (decrease) / increase in cash and cash equivalents (13,892)  20,441 

Cash and cash equivalents at the beginning of the period  42,068  21,627 

Cash and cash equivalents at the end of the period  28,176  42,068 

Non-IFRS Financial Information

(in millions of roubles, except for margins and ratios in %) Year ended  
31 December

2015

Year ended 
31 December

2014

EBitdA(1) 98,149 25,804

EBitdA margin (2) 52.5% 14.7%

Adjusted EBitdA(3) 109,700 107,676

Adjusted EBitdA margin (2) 58.6% 61.2%

Adjusted operating profit (4) 60,079 55,449

Adjusted operating profit margin (2) 32.1% 31.5%

Adjusted profit for the period (5) 46,378 40,841

Return on assets (6) 4.8% 4.4%

Return on equity (7) 7.8% 7.3%

(1) EBITDA represents profit / (loss) for the period before income tax, finance income and costs, depreciation and amortisation;
(2) Margins are calculated as EBITDA, adjusted EBITDA and adjusted operating profit divided by the total revenue for the period;
(3) Adjusted EBITDA is calculated as EBITDA adjusted to exclude impairment of property, plant and equipment, revaluation loss on 
property, plant and equipment, impairment of available-for-sale investments and to include finance income;
(4) Adjusted operating profit is calculated as operating profit / (loss) adjusted for impairment of property, plant and equipment and 
revaluation of on property, plant and equipment;
(5) Adjusted profit for the period is calculated as profit / (loss) for the period adjusted for impairment of property, plant and 
equipment, revaluation loss on property, plant and equipment, impairment of available-for-sale investments, including respective 
deferred income tax;
(6) Return on assets is calculated as adjusted profit for the period divided by the average total assets for the period;
(7) Return on equity is calculated as adjusted profit for the period divided by the average total equity for the respective period.

the indicators presented above are not financial 
performance measures that are required by, or 
presented in accordance with ifRS. Accordingly, 
they should not be considered as alternatives to 
profit for the period as a measure of operating 
performance or to cash flows from operating 
activities as a liquidity measure. the Group’s 
calculation of these ratios may be different 
from calculations used by other companies and 
therefore comparability may be limited. the Group 
believes that EBitdA and Adjusted EBitdA provide 
useful information to investors, because they are 

indicators of the strength and performance of 
its ongoing business operations and indicators 
of its ability to fund discretionary spending, 
such as: capital expenditures, the acquisition of 
subsidiaries and other investments and its ability 
to incur and service debt. While depreciation and 
amortisation are considered operating costs under 
ifRS, these expenses primarily represent non-cash 
current period allocations of costs associated 
with long-lived assets that have been acquired or 
constructed in prior periods.
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Adjusted profit for the period
Adjusted profit for the period is used to calculate 
the return on assets and the return on equity 
indicators. Profit / (loss) for the period was adjusted 
for impairment of property, plant and equipment, 
revaluation loss on property, plant and equipment, 

impairment of available-for-sale investments, including 
respective deferred income tax.

the following table sets forth a reconciliation 
of adjusted profit for the period to profit for the 
periods indicated.

(in millions of roubles) Year ended 
31 december 

2015

Year ended 
31 december  

2014

Profit / (loss) for the period 44,098 (20,601)

Adjustments to profit / (loss) for the period:  

impairment of PPE 2,850 62

Revaluation of PPE - 70,713

impairment of available-for-sale investments -  6,027 

deferred income tax on adjustments (570) (15,360)

Adjusted profit for the period 46,378  40,841 

(in millions of roubles) Year ended 
31 december 

2015

Year ended 
31 december  

2014

Profit / (loss) for the period 44,098 (20,601)

Add back:  

Income tax expense / (benefit) 12,189 (1,912)

finance income (8,701) (5,070)

finance costs 9,635 6,249

depreciation and amortisation 40,928 47,138

EBITDA 98,149 25,804

Adjustments to EBITDA:  

impairment of PPE 2,850 62
Revaluation of PPE - 70,713

impairment of available-for-sale investments -  6,027 

Add back:  

finance income 8,701 5,070

Adjusted EBITDA 109,700 107,676

EBITDA and Adjusted EBITDA

the following table represents adjusted profit / (loss) and EBitdA for the periods indicated.

Liquidity ratios and other measures

(in millions of roubles, except ratios) 31 december  
2015

31 december
2014

Current liquidity ratio (1) 1.22  0.93 

Cash liquidity ratio (2) 0.57  0.36 

total equity/total assets ratio 0.62  0.61 

net debt (3) 222,903  220,099 

(in millions of roubles 
except for percentages)

Year ended 
31 december 

2015

Percentage  
of total 

revenue

Year ended 
31 december 

2014 

Percentage 
of total 

revenue

Percentage 
change between 

the year ended 
31 december 

2015 and 2014

transmission fee 157,821 84.4% 159,743 90.8% (1.2)%

Connection services 12,425 6.6% 7,028 4.0% 76.8%

Construction services 7,014 3.7% - - 100%

Electricity sales 6,442 3.4% 5,591 3.2% 15.2%
other revenues 3,339 1.9% 3,606 2.0% (7.4)%

total revenues 187,041 100% 175,968 100% 6.3%

(1) Current liquidity ratio is calculated as total current assets divided by total current liabilities;
(2) The cash liquidity ratio is calculated as a sum of cash and cash equivalents, short-term bank deposits and short-term 
promissory notes divided by total current liabilities;
(3) Net debt represents non-current and current debt reduced by cash and cash equivalents, short-term bank deposits and short-
term promissory notes.

Revenue
the Group’s revenue is derived primarily from the 
provision of electricity transmission services. 
Changes in this type of revenue are primarily 
dependent on changes in tariffs set by the fAS 
and volumes of electricity transmitted during the 
period. the Group also earns revenue from the sale 
of electricity generated and sold to third parties by 
the Group’s subsidiaries, services of technological 
connection of electricity producers to power grids 

and services rendered under transmission facilities 
construction contracts.

the Group’s revenue increased by RuR 11,073 million, 
or 6.3%, from RuR 175,968 million for the year ended 
31 december 2014 to RuR 187,041 million for the year 
ended 31 december 2015.

the table below sets out the Group’s revenue for the 
periods indicated.

Transmission fee
the Group’s revenue from electricity transmission 
services decreased by RUR 1,922 million, or 1.2%, 
from RUR 159,743 million for the year ended 
31 December 2014 to RUR 157,821 million for the 

year ended 31 December 2015. In spite of tariffs 
increase by 3.6%, the revenue decreased due to lower 
capacity level in 2015 (as a result of transfer of direct 
consumers from claimed capacity basis of payment 
to actual).
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Connection services
the Group’s revenue from connection services 
increased by RUR 5,397 million, or 76.8%, 
from RUR 7,028 million for the year ended 
31 December 2014 to RUR 12,425 million for the year 
ended 31 December 2015. The increase related to 
completion of connection services and recognition 
of revenue from these services. the most significant 
customer for connection services was JSC «Concern 
Rosenergoatom» (the amount of revenue was 
RUR 7,673 million).

Construction services
in 2015 the Group started to render services for the 
construction of transmission facilities on the territory 
of Russian federation. As a result the revenue in the 
amount of RUR 7,014 million was recognised.

Electricity sales
the Group’s revenue from electricity sales increased 
by RUR 851 million, or 15.2%, from RUR 5,591 million 
for the year ended 31 december 2014 to RuR 
6,442 million for the year ended 31 December 2015 
as a result of both tariffs growth and increase in 
volumes of electricity sold by OJSC «MGES», which 
was partially offset by decrease in revenue of oJSC 

«nurenergo» caused by loss of the status of the 
electricity supplier in may 2015.

Other revenues
the Group’s other revenues decreased by RuR 
267 million, or 7.4%, from RUR 3,606 million for the 
year ended 31 December 2014 to RUR 3,339 million 
for the year ended 31 December 2015. Other revenues 
include rental income, grids repair and maintenance 
services, communication services, design works and 
research and development services.

Other operating income
other operating income primarily includes income from 
non-core activities. the Group’s other operating income 
decreased by RuR 1,617 million, or 28.8%, from RuR 
5,618 million for the year ended 31 December 2014 
to RuR 4,001 million for the year ended 31 december 
2015. decrease was mainly caused by the fact that 
government grants in the amount of RuR 1,803 million 
were received in 2014 year. No government grants were 
received in 2015.

Operating expenses
the table below sets out the Group’s operating 
expenses for the periods indicated.

Depreciation of property, plant and equipment 
the Group’s depreciation expenses decreased by 
RUR 3,918 million, or 9.03%, from RUR 43,365 million 
for the year ended 31 december 2014 to RuR 
39,447 million for the year ended 31 December 2015, 
mainly due to the fact that as part of revaluation 
of property, plant and equipment, that was carried 
out as at 31 December 2014 the Group reassessed 
the useful lives of certain assets included in Power 
transmission grids group, which resulted in increase of 
period of depreciation of such assets and decrease in 
depreciation charge compared to prior periods. 

Employee benefit expenses and payroll taxes
the Group’s employee benefits expenses and payroll 
taxes decreased by RuR 1,388 million, or 5.22%, from 
RuR 26,606 million for the year ended 31 december 
2014 to RUR 25,218 million for the year ended 31 
december 2015. this was caused by the decrease in 
average number of employees in 2015 year. 

Purchased electricity for production needs
the Group’s expenses for purchased electricity 
increased by RUR 1,145 million, or 8.15%, from 
RUR 14,047 million for the year ended 31 December 2014 
to RUR 15,192 million for the year ended 
31 December 2015. The increase was mainly due to 
increase in volume of electricity and power purchased in 
2015, which was partially compensated by decrease of 
oJSC «nurenergo» purchases caused by the loss of the 
status of the electricity supplier in may 2015.

Taxes other than income tax
the Group’s taxes other than income tax and property 
tax increased by RuR 698 million, or 9.76%, from 
RUR 7,149 million for the year ended 31 December 
2014 to RuR 7,847 million for the year ended 
31 December 2015 mainly due to the increase in 
property tax expenses caused by the gradual abolition 
of tax benefit for power transmission grids.

Accrual of allowance for doubtful debtors
After a detailed analysis of accounts receivable 
as at 31 december 2015 and based on the recent 
legal practice the Group recognized allowance for 
doubtful debts for overdue accounts receivable and 
for certain balances with customers where the Group 
had disputes related to certain terms of transmission 
services. the Group recognized a net accrual of the 
allowance for doubtful debtors in the amount of RuR 
7,063 million for the year ended 31 december 2015. 
For the year ended 31 December 2014, the Group 
recognized a net accrual of the allowance in the 
amount of RUR 2,887 million.

Subcontract works
the Group’s expenses for subcontract works 
increased by RuR 4,646 million, or 274.75%, from 
RUR 1,691 million for the year ended 31 December 
2014 to RuR 6,337 million for the year ended 
31 December 2015 due to the fact that the Group 
started rendering the services of transmission 
facilities construction.

Electricity transit
the Group’s electricity transit expenses increased by 
RUR 420 million, or 11.67%, from RUR 3,599 million 
for the year ended 31 december 2014 to RuR 4,019 
million for the year ended 31 December 2015 which 
was caused both by increase of exchange rate of 
Kazakh tenge to rouble and the increased volumes of 
electricity transmitted through Kazakhstan.

Other expenses
the Group’s other expenses decreased by RuR 953 
million, or 3.56%, from RuR 26,793 million for the 
year ended 31 December 2014 to RUR 25,840 million 
for the year ended 31 December 2015. Other 
expenses are mainly represented by loss / (gain) 
on disposal of property, plant and equipment, 
expenses for materials for repair and construction 
and other materials, expenses for business trips 
and transportation, repairs and maintenance of 
equipment and security services.

Finance income
finance income primarily includes interest income 
from investments in bank deposits and promissory 
notes. Finance income increased by RUR 3,631 million, 
or 71.62%, from RUR 5,070 million for the year ended 
31 december 2014 to RuR 8,701 million for the year 
ended 31 December 2015. The increase was in line 
with the growth of weighted average balances of 
deposits and relates to placement of available cash 
balances to deposit accounts aimed at gaining 
interest income.

Finance costs
Finance costs increased by RUR 3,386 million, or 
54.18%, from RuR 6,249 million for the year ended 
31 December 2014 to RUR 9,635 million the year 
ended 31 December 2015. The increase was primarily 
attributable to issue of certified non-convertible bonds 
in total amount of RUR 40,000 million and the increase 
of weighted average interest rate, applied to bonds 
with variable rates tied to Consumer Price index. 
the average interest rate applied increased by 3.99 
percentage points from 8.10% in 2014 year to 12.09% 
in 2015 year. 

(in millions of roubles except 
for percentages)

Year ended 
31 december 

2015

Percentage 
of total 

operating 
expenses

Year ended 
31 december 

2014

Percentage 
of total 

operating 
expenses

Percentage 
change between 

the year ended 
31 december 

2015 and 2014

depreciation of property, plant and 
equipment 39,447 30.12% 43,365 34.38% (9.03%)

Employee benefit expenses and 
payroll taxes 25,218 19.26% 26,606 21.09% (5.22%)

Purchased electricity for produc-
tion needs 15,192 11.60% 14,047 11.14% 8.15%

taxes other than income tax 7,847 5.99% 7,149 5.67% 9.76%

Accrual of allowance for doubtful 
debtors 7,063 5.39% 2,887 2.29% 144.65%

Subcontract works 6,337 4.84% 1,691 1.34% 274.75%

Electricity transit 4,019 3.06% 3,599 2.85% 11.67%

other expenses 25,840 19.74% 26,793 21.24% (3.56%)

total operating expenses 130,963 100% 126,137 100% 3.83%
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Impairment of available-for-sale 
investments
the impairment loss in 2014 year was caused by 
decrease in market rates of financial investments, 
represented by quoted securities. in 2015 year 
market rates increased, which was reflected in other 
comprehensive income.

Profit / (loss) before income tax
the Group recognised profit before income tax in the 
amount of RUR 56,287 million for the year ended 31 
december 2015 and loss before income tax in the 
amount of RUR 22,513 million for the year ended 31 
december 2014.

Income tax (expense) / benefit
the Group recognised income tax expense in the 
amount of RUR 12,189 million for the year ended 31 
december 2015 and income tax benefit in the amount 
of RUR 1,912 million for the year ended 31 December 
2014. the effective tax rate increased from 8.5% to 
22.1%.

Profit / (loss) for the period
As a result of the above-mentioned factors, the Group 
recognised profit in the amount of RUR 44,098 million 
for the year ended 31 december 2015 and loss in 
the amount of RUR 20,601 million for the year ended 
31  December 2014. 

Capital resources
the electricity transmission business is capital-
intensive and many of the Group’s facilities are aged 
and require regular maintenance and upgrades. 
Expenditures to maintain, expand and increase 
the efficiency and size of the transmission grid 
are, accordingly, an important priority and have a 
significant effect on the Group’s cash flows and future 
operating results.

the table below sets out total additions to property, 
plant and equipment and repair and maintenance 
expenditures for the periods indicated.

(in millions of roubles) Year ended
31 december 

2015

Year ended 
31 december 

2014

total addition to property, plant and equipment 75,072 111,994

Repairs and maintenance expenditure 2,171 2,768

(in millions of roubles) 31 december 2015 31 december 2014

total current debt and current portion of non-current debt 31,446 29,686

total non-current debt 250,076 233,291

total debt 281,522 262,977

net debt 222,903 220,099

(in millions of roubles) Year ended 
31 december 

2015

Year ended 
31 December

2014 

net cash generated by operating activities 98,023 93,013

net cash used in investing activities (97,242) (28,059)

Net cash used in financing activities (14,673) (44,513)

net (decrease) / increase in cash and cash equivalents (13,892) 20,441

Cash and cash equivalents at the end of the period  28,176 42,068

Liquidity
the Group’s primary sources of liquidity are cash 
generated via operating activities, debt and equity 
financing. future requirements for the Group’s 
business needs, including those to fund additional 
capital expenditures in accordance with its business 
strategy, are expected to be financed by a combination 

of cash flows generated by the Group’s operating 
activities, as well as external financing sources and 
funds from the Russian Government.

the table below summarizes the Group’s cash flows 
for the periods indicated.

Net cash generated by operating activities
net cash generated by the Group’s operating 
activities increased by RuR 5,010 million, or 5.4%, 
from RUR 93,013 million for the year ended 31 
December 2014 to RUR 98,023 million for the year 
ended 31 december 2015. this was due to the 
revenue increase as described above.

Net cash used in investing activities
net cash used in the Group’s investing activities 
increased by RUR 69,183 million, or 247%, from 
RUR 28,059 million for the year ended 31 December 
2014 to RUR 97,243 million for the year ended 31 
december 2015. this increase was mainly caused 
by redemption of bank deposits in 2014 year and 
placement of bank deposits in 2015 year.

Net cash used in financing activities
net cash used in the Group’s financing activities 
in the year ended 31 December 2015 and 
31 December 2014 amounted to RUR 14,673 million 
and 44,513 million accordingly. the decrease of 
cash outflows in financing activities in 2015 year 
was mainly related to the issue of bond series 37 
and 38 in total amount of RuR 40,000 million. it was 
compensated by the increase in interest expenses 
on bonds with floating rates tied to consumer price 
index.

Debt
As at 31 december 2015, the Group’s total debt 
amounted to RUR 281,522 million as compared to 
RuR 262,977 million as at 31 december 2014.

the following table sets out the Group’s current debt 
and non-current debt for the periods indicated.
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the key reasons for the increase of the Group’s 
debt relates to a placement of two new bond series 
37 and 38 in the amount of RuR 40,000 million. 
the effect was partially compensated by bond’s 
redemption in the amount of RuR 23,210 million.

thus, as of 31 december of 2015 the fGC’s principal 
debt increased by RuR 16.89 billion, or 6.5%, and 
amounted to RuR 274.66 billion. the Company 
meets their liabilities timely and in full.

the debt structure is represented by long-term 
financial instruments featuring a comfortable 
repayment schedule. the debt is 100% unsecured and 
nominated in Russian roubles. there is no exchange 
risk with regards to the debt.

Credit ratings
In January — February 2015 the Company’s credit 
ratings got lowered by one grade on the rating 
scales of Standard&Poor’s, Moody’s и Fitch Ratings. 
Such dynamics was due to the rising since the early 
2014 geopolitical risks, lower economic activity, 

and consequently lower sovereign credit rating of 
Russian federation. despite that the Company’s 
financial stability was at a high level which is proved 
by domestic ratings with regards to independent credit 
standing excluding government support factor.

At the end of 2015 our credit ratings (national 
scale): on Fitch Ratings’s scale — “Prime”, on 
Standard&Poor’s and Moody’s scales — “High 
Grade”. that proves key fGC’s activity indicators to 
be in conformity with the levels required to repay 
obligations timely and in full. 

10. DISCLAIMER

this Annual financial Report has been prepared for 
shareholders of Joint Stock Company «federal Grid 
Company of unified Energy System» (the Company) 
as a body and for no other persons. the Company, its 
directors, employees, agents or advisers do not accept 
responsibility for any other person to whom this 
document is shown or into whose hands it may reach 
and any such responsibility or liability is expressly 
disclaimed against.

By their very nature, statements concerning risks 
and uncertainties that the Company faces in this 
Annual financial Report involve uncertainty since 
future events and circumstances can cause results 
and developments to differ materially from those 
that are anticipated. the forward-looking statements 
contained in this Annual financial Report reflect 
knowledge and information that were available at 
the date of preparing this Report and the Company 
undertakes no obligation to update these forward-
looking statements. further, nothing in this Report 
should be construed as a profit forecast.

11. RESPONSIBILITY STATEMENT

i hereby confirm that to the best of my knowledge:

(a) the consolidated financial statements, prepared 
in accordance with international financial Reporting 
Standards, and their interpretations adopted in the 
European union, give a true and fair value of the 
assets, liabilities, financial position and profit or 
loss of federal Grid Company uES Group, and the 
undertakings included in the consolidation taken as a 
whole (the «Group»); and

(b) the management report includes a fair review of 
the development and performance of the business and 
the position of the Group, together with a description 
of the principal risks and uncertainties that are faced.

maria Pichugina,
deputy Chairman of the management Board,

member of the management Board

April 29, 2016 

 ▶ FGC’s debt portfolio dynamics, in billions of roubles
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Standard & Poor’s ВВ+ / “Negative” ruAA+
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Fitch Ratings ВВВ-/ “Negative” AAA(rus)


