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Report Profile

This represents the first sustainability report of Gazprom Group’s
Generating Companies (the “generating companies”) for the calendar

years 2012-2013.

How did we prepare this sustainability re-
port?

This sustainability report has been pre-
pared in reference with the principles and
guidance in the Global Reporting Initiative
Guidelines (GRI 4), including the Electric
Utility Sector Supplement, and is “in accor-
dance” with the Core option in terms of dis-
closure.

Going forward, we plan to gradually ex-
pand the amount of information to be dis-
closed in our sustainability reports and move
to the Comprehensive level. For this reason,
this report provides wider disclosure on cer-
tain aspects than is required by the Core op-
tion.

For a full list of aspects covered by this
report and the relevant page number in the
report, please see the GRI Content Index sec-
tion.

This sustainability report has undergone
a “Materiality Matters” check by GRI experts.
In preparing this report, we did not hold any
public hearings involving representatives of
relevant stakeholders, but we plan to con-
sider this going forward.

Including OAO Murmanskaya CHP

3 1

What scope and boundaries have we cho-
sen for this sustainability report?

We have chosen a biennial reporting cy-
cle, in line with the existing corporate prac-
tices of OAO Gazprom, our parent company.
This report focuses mostly on the data for the
last two calendar years (2012 and 2013). But
since this is our first sustainability report, it
also discloses our previous achievements
that are most relevant to our stakeholders
and to further sustainable development of
our generating companies.

This report discusses the sustainable
development of Gazprom Energoholding’s
three generating companies: OAO Mosener-
go, OAO TGC-1', and OAO OGK-2 [all listed
on the Moscow Exchange]. The report does
not disclose sustainability-related informa-
tion about OAO MOEK’s performance as the
company only joined Gazprom Energohold-
ing in late 2013. We intend to expand the
scope of our next sustainability report by
adding information on OAO MOEK’s perfor-
mance.

Report Profile

What were the sources of information for
this sustainability report?

We used management reports and most
recent audited IFRS financial statements as
of the date of this report as the key source
of information on performance by the gen-
erating companies. The data reflecting the
performance of our generating companies
on aspects not covered by management re-
ports or financial statements were obtained
by sending information requests to relevant
units of the companies in reference with G4
Sustainability Reporting Guidelines.

Unless indicated otherwise, data for Gaz-
prom Energoholding provided in this report
are consolidated data for the three com-
panies, OAO Mosenergo, OAO TGC-1 and
0AO OGK-2.

The report contains mid-term and long-
term plans of Gazprom Energoholding’s
generating companies. Their implementa-
tion is subject to inherent risks and uncer-
tainties including factors beyond the control
of Gazprom Energoholding’s generating
companies.

Fig. 1. 000 Gazprom Energoholding, OAO Mosenergo, OAO OGK-2 headquarters, Moscow
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CEQ Statement

Dear colleagues and partners,

CEOQ Statement

Thank you for reading this first sustainability report by Gazprom Energoholding’s generating companies.

Why are sustainability issues important
to our companies today?
e First of all, because uninterrupted electric-
ity and heat supply to industrial consumers
and households in many Russian regions,
including such key cities as Moscow, Saint
Petersburg and Sochi, relies on generating
capacities of our companies. This means
everyday responsibility for the quality and
safety of lives and jobs of tens of millions of
people!
e Given the high technological complexity
and the scale of our operations, we have to
look beyond simple economic efficiency. The
unique character of our equipment requires
us to continuously improve the safety of op-
erations and provide continuous training and
education to our employees.
e Another aspect of our development con-
sists in increasing energy efficiency and
minimising our environmental impact. To
this end, we annually reduce the utilisation
rates of worn-out or outdated assets replac-

ing them with new capacity. Many of our in-
vestment projects feature unique know-how
solutions.

e We are committed to the openness and
transparency of our business and maintain
an open dialogue with all stakeholders, be-
lieving that the disclosure of non-financial in-
formation about our performance in the form
of a sustainability report will become a good
starting point for such dialogue.

e One of our objectives consists in increas-
ing the shareholder value of our generating
companies. Sustainability performance is an
increasingly important driver of a business'
market value, one that is considered by most
major players in the stock market.

How was Gazprom Energoholding estab-
lished and what are its growth milestones?

In April 2007, OAO Gazprom’s Board of
Directors approved the Company’s Power
Generation Strategy. The Strategy defined
growing OAO Gazprom’s capitalisation by

improving ROE, optimising the fuel mix and
achieving synergies through combining gas
business and power generation as a key goal
in developing the company’s power genera-
tion business. To develop Gazprom Group’s
power generation business the Strategy
provided for the acquisition of interests in
generating companies, construction of new
capacities and the establishment of a holding
company to consolidate Gazprom Group’s
power generation assets. 000 Gazprom
Energoholding [100% subsidiary of OAO
Gazprom] became such a company, which
started developing and introducing common
corporate standards for management of the
generating companies, OAO Mosenergo,
OAO TGC-1 and OAO OGK-2.

Much has changed over these years. Sig-
nificant private investments were attracted to
the Russian power generation industry. The
electricity market was liberalised, and a ca-
pacity market is in place. Since 2011, capac-
ity has been marketed including under ca-

@ )
e ~ s ™ ~ ) 4 ) Generating companies
of
0AO Mosenergo, 000 Gazprom 0AO 0GK-6 0AO MOEK joins Gazprom Energoholding
OAO TGK-1, Energoholding joins Gazprom (Mosenergo, T6K-1,
0AO 0GK-2 and is created 0AO 0GK-2 Energoholding 0GK-2, MOEK)
OAQ OGK-6 join Installed capacity
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azprom Group (electricity): 37.7 GW
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Fig. 2. Gazprom Energoholding’s formation and growth

pacity supply agreements (CSA). CSA terms
provide for investment in the construction
of new generation facilities with guaranteed
cost reimbursement as costs are reflected in
the final price of capacity, resulting in an IRR
rate of at least 14%. The heat supply segment
is still regulated, although a phased reform
process is underway. Power generation has
become a rapidly growing, promising line of
business for Gazprom Group.

What are our strategic sustainability
goals and priorities?

As reform continues in the Russian en-
ergy sector, with the initial goal of creating a
competitive environment in the industry, we
are encouraged to focus on improvements
and modernisation. We seek to cut costs, op-
timise equipment utilisation and the fuel mix,
reduce the operating hours of loss-making
production facilities, and optimise the or-
ganisational structure. We are also aware of
the immense responsibility of our generating
companies to ensure uninterrupted heat and
electricity supplies to industrial customers
and households. For this reason, we are pay-
ing special attention to the reliability, safety
and energy efficiency of our generating

companies in our efforts to make operations
more competitive.

Today, our key strategic sustainability pri-
orities include:
1) Ensuring reliable, safe and efficient op-
eration of power plants and heat supply net-
Works;
2) Increasing the operating efficiency and
market capitalisation of Gazprom Energo-
holding’s assets;
3) Improving our competitive edge in the
utility market by unlocking our potential in
operations and technology;
4) Building an optimal capacity mix by
completing the implementation of CSA pro-
grammes, upgrading fixed assets and de-
commissioning inefficient facilities;
5) Optimising the fuel mix of generating
companies, introducing energy saving tech-
nology solutions, developing and applying
methods based on sustainable use of energy
resources;
6) Ensuring sustainable use of natural re-
sources, improving environmental safety
standards, and minimising the environmental
footprint of our power plants;
7) Becoming a preferred employer that at-
tracts committed and highly efficient people;
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8) Contributing to the social development of
the regions where our generating companies
operate; and

9) Expanding the business of Gazprom
Energoholding by acquiring strong assets
and participating in attractive investment
opportunities for construction of generating
capacity in Russia (particularly in energy
deficient regions) and abroad.

What we achieved in 2012-2013:

e inincreasing the efficiency of operating
processes and management

The implementation of our cost optimi-
sation programmes was our top priority
in improving the performance of our gen-
erating companies in 2012-2013; They in-
clude: lean production?, shareholder value
maximisation, personnel cost optimisation,
and optimisation of upgrade and technical
re-equipment initiatives. Cost reduction was
not the only outcome of these measures.
Most of them have had a comprehensive
impact, providing the benefits of lower fuel
consumption, higher energy efficiency,
higher labour productivity and lower pollut-
ant emissions.

The optimisation initiatives implemented
by our generating companies in 2012-2013
resulted in lower fuel consumption. Our tech-
nical and organisational initiatives helped re-
duce unit fuel consumption by 1.0-2.5-g/kWh
at Surgutskaya GRES-1, Troitskaya GRES, No-
vocherkasskaya GRES and Pskovskaya GRES,

even despite the underutilisation of these as-
sets (i.e. under sub-optimal operating condi-
tions). In 2012-2013, OAO Mosenergo cut its
fuel consumption by more than 6.5% through
growing the share of CCGT generation in the
total electricity production from 14.8% to
18.9%.

Thanks to the previously implemented

investment projects, in 2012-2013, we ac-
tively leveraged our technical capabilities to
diversify our fuel mix towards cheaper types
of fuel by switching some of our generating
capacities both from coal to gas and from
gas to coal, depending on the fuel price situ-
ation.
In 2013, the Company successfully com-
pleted the first stage of a project to intro-
duce EIMSGC®, a specialised SAP-based
business process management system. The
project is being implemented as part of the
general Information Technology Strategy of
OAOQO Gazprom. This milestone means that
we have brought the quality of economic
planning, contracting and repair processes
to a new level, with the processes becoming
transparent, and decision-making faster.
The project also lay the ground for further
implementation of new, advanced business
management tools.

e implementation of investment projects

In 2012-2013, Gazprom Energohold-
ing considerably strengthened its strategic
leadership position in the Russian electricity
sector.

Our generating companies are implement-
ing a mandatory investment programme as part
of our GSA effort in line with agreed timelines.
Overall, Gazprom Energoholding committed
to commission a total of 9 GW of generating
capacity as a result of its construction and
upgrade projects under the CSA programme
(from 2007 to 2016). In 2007-2013, the ag-
gregate new generating capacity commis-
sioned across Gazprom Energoholding’s
companies exceeded 5 GW, including c.
2 GW commissioned in 2012 and 2013. By
2017, the Group expects to complete the re-
maining projects and thereby fully meet its
construction obligations under CSA. In 2013,
the total share of new capacity in the rev-
enues of the Group’s generating companies
reached 15.9% (against 11.1% in 2012), and
it keeps growing.

In 2012, we launched Russia’s largest
heat generation facility over the last 30 years:
an 800 MW combined cycle gas turbine unit
(CCGT-800 unit) at Kirishskaya GRES. It is
currently the most powerful CCGT unitin Rus-
sia and already in 2013 it greatly contributed
to improved economic and operating perfor-
mance of OAO OGK-2. In 2013, Kirishskaya
GRES recorded the largest power production
growth across the Company: 24% year-on-
year, with the significant part of this produc-
tion attributable to the new, highly efficient
CCGT-800. The Russian Government Prize
in Science and Technology awarded to the
project confirms the correctness of our deci-

2 The Lean Production programme has been run by OAO Mosenergo since 2009 and by OAO TGC-1 since 2011.
3 The information management system for generating companies
5 4 two hydropower units with a combined installed capacity of 60 MW were commissioned, providing for further capacity increases totaling 13.25 MW

sion to launch the project, acknowledging the
project’s innovative value and the importance
of the resulting experience for the industry.

Adlerskaya TPP became a milestone in
our investment activities in 2012-2013. The
power plant’s two CCGT units, 180 MW each,
were completed in late 2012. The new ca-
pacity additions both addressed the electric-
ity shortages in the areas around Sochi and
ensured reliable heat and electricity supply
to sports and infrastructure facilities at the
22nd Winter Olympics and the 11th Paralym-
pic Winter Games.

In 2013, OAO TGC-1 completed its ambi-
tious multi-year reconstruction of the Vuoksa
HPP Cascade, the largest supplier of clean
electricity on the Karelian Isthmus. Eight hy-
dro power units were upgraded, while the
Cascade’s capacity was raised to 240 MW+,
and the equipment’s environmental safety
was considerably improved.

In 2013, OAO TGC-1 already commis-
sioned new CCGT units at Yuzhnaya, Pra-
voberezhnaya and Pervomayskaya CHPs in
Saint Petersburg. They took the load off out-
dated and inefficient facilities and increased
OAO TGC-1’s revenue from capacity sales
under CSA by 50% year-on-year.

e reduction in the environmental impact
of our operating facilities

2013 was the Year of Ecology at 0AQO Gaz-
prom, and 2014 is the Year of Ecological Cul-
ture. Environmental protection has always
been a priority for Gazprom Energoholding’s

companies. We are guided by the principles
of sustainable use of resources and are
committed to minimising our environmental
footprint.

Every year, we implement large-scale in-
vestment projects to replace outdated gen-
erating facilities with new high-performance
equipment. Since the new and reconstructed
facilities consume less fuel, the replacement
of outdated facilities not only improves the
economic performance of our generating
companies but also greatly contributes to
their improved environmental performance.
As a result, in 2013 alone, the total amount
of pollutant emissions per production unit at
our power plants was down 8% year-on-year.

In addition, our generating companies
implement special measures to reduce emis-
sions and improve wastewater treatment.
Among other things, they install low-toxicity
boiler burners, roll-out the fuel staged com-
bustion technology and a flue gas recircula-
tion circuit, and construct new or reconstruct
the existing treatment facilities. As a result
of these measures, the amount of emissions
by power plants of our companies were Sig-
nificantly below the Russian maximum lev-
els throughout the reporting period (2012-
2013).

o labour and social relations

As Russia’s competitive environment
evolves in the electricity sector, the Com-
pany’s ability to generate profit will greatly
depend on the qualifications and skills of its
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Fig. 3. 2013 was the Year of Ecology at OAO Gazprom.

people.

In our labour practices, we pay specific at-
tention to efficient motivation, training, pro-
fessional development, occupational safety
and promotion of Gazprom Group’s common
corporate culture across the generating com-
panies. In 2012-2013, the key achievement
in this area was the drafting of the Code of
Corporate Ethics of 000 Gazprom Energo-
holding, which will serve as the basis for
Codes of Corporate Ethics of OAO Mosener-
go, OAO TGC-1, OAO OGK-2 and OAO MOEK.

In 2012-2013, our employees enrolled
in various training, career enhancement and
professional development programmes and
won multiple industry contests held both by
Gazprom Group and at the national level.

Gazprom  Energoholding’s  generating

5 For heating and hot water supply

companies actively contribute to improve-
ments in the quality of life in the regions
where they operate through job creation and
reliable supplies of heat and electricity to res-
idential areas, social and industrial facilities,
but also by consistently supporting sports,
academic and cultural events and initiatives.
Targeted aid to children, senior citizens and
industry veterans is a priority in our social
and charitable activities.

e acquisition of assets

In September 2013, Gazprom Energohold-
ing was joined by Moscow Integrated Power
Company (OAO MOEK). OAO MOEK is a ma-
jor player in Moscow’s heat supply market
and the world’s largest integrated company
generating, transmitting, distributing, and re-
tailing heat energy?, responsible for dispatch

6 6 In November 2014 new PGU-420 unit was commissioned at Cherepovetskaya GRES.

schedules of heat supply facilities and net-
works, and connections to the heat supply
system in Moscow and the Moscow Region.
The company supplies heat to 13 million res-
idents of Moscow.

As a result, Gazprom Energoholding be-
came the largest company in the Russian
market both in terms of installed electricity
capacity (over 37 GW) and installed thermal
capacity (c. 64 thousand Gcal). The acqui-
sition of OAO MOEK is not only a strategic
milestone in our business expansion plans
but will also address the following issues:

e eliminate the risks of OAO Mosenergo
losing its share of Moscow’s heat supply
market;

e increase Gazprom Group’s share of Mos-
cow’s heat supply market and obtain the sta-
tus of a “single heat supply company”;

e improve capacity utilisation for
OAO Mosenergo’s power plants and reduce
gas consumption in the region by taking the
load off MOEK’s boiler facilities and thus cut-
ting back on pricier reserve fuel during peak
loads.

For customers in Moscow and the Mos-
cow Region this means higher reliability
and efficiency of heat supplies due to im-
proved coordination of operations across the
Group’s companies.

What are our short-term (2014-2015)
and mid-term (until 2016-2020) objectives?
In the short term (2014-2015), our key
objective is to strengthen the balance sheet
of our companies by increasing the profit-
ability of operations, streamlining costs and

improving production efficiency. In 2014-
2015, OAO Mosenergo expects to com-
plete the construction of CCGT-420 units at
TPP-16 and TPP-20, and CCGT-220 unit at
TPP-12. One of the priority objectives for
OAOQ OGK-2 for these years is to complete
the construction of, and launch, GSA facili-
ties of Serovskaya, Troitskaya, Ryazanskaya
and Novocherkasskaya GRESs®. The com-
missioning of these units will improve the
Company’s technical and economic perfor-
mance.

To increase the operating reliability of
equipment, reduce repair times and im-
prove repair quality we reviewed our ap-
proach to repair management. In 2015,
we are planning to shift to long-term con-
tracting arrangements with contractors
for maintenance and repair services for
our power plants. The advantages of such
contracting have already been tested dur-
ing CCGT-800 equipment maintenance at
Kirishskaya GRES.

We are working in parallel on establish-
ing our own repair company within Gazprom
Energoholding that will provide equipment
maintenance services to all our generat-
ing companies including OAO Mosenergo,
OAO TGC-1, OAO OGK-2 and OAO MOEK.
This will reduce the dependence of our gen-
erating companies on third-party contractors
and boost the quality of repair works, while
cutting their costs.

We are currently developing a Plan of Heat
Supply to Moscow until 2030, including indi-
vidual plans for 2015, 2016, 2017, 2020 and
2025 subject to the development of Greater

Moscow. The Plan of Heat Supply is to be-
come a basic document defining the strat-
egy and the common technical policy for the
future development of the city’s heat supply
systems, which will cover the existing and fu-
ture heat loads in the most cost-efficient way
and with a minimum environmental impact.

In the mid-term (2016-2020), we seek to
increase profitability of our own generating
assets and expand and streamline our busi-
ness structure through efficient mergers and
acquisitions and penetration of foreign mar-
kets.

Since early 2014, OAO OGK-2 has been
building an additional element to its corpo-
rate structure — the Task Force for Strategic
Initiatives that will cover a broad range of the
Company’s sustainability performance is-
sues. They will include:

e the Company’s economic impacts on so-
ciety;

e long-term and mutually beneficial partner-
ships;

e R&D projects and the implementation of
new technologies in heat and electricity gen-
eration;

e unlocking employees’ professional and
creative potential;

e protection of shareholders’ interests

e compliance with the highest environmen-
tal standards; and

e improvements in the Company’s profit-
ability and market capitalisation; long-term
growth of our business.

The first results of the Task Force for
Strategic Initiatives at 0AO 0GK-2 will be-
come visible as soon as 2014-2016, and
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we plan to discuss them in our second
Sustainability Report. If the Task Force
for Strategic Initiatives operating within
OAO OGK-2 proves itself an efficient sus-
tainability management tool, we will repli-
cate this success across other companies
of Gazprom Energoholding.

What macroeconomic and political trends
may influence our performance in the short
(2014-2015) and medium (until 2016-2020)
term?

Over the last several years, Russia has en-
joyed a steady economic growth. The country
has a positive foreign trade balance, while its
debt-to-GDP ratio is among the world’s low-
est. We are present in the most developed
economic regions of the country, including
Moscow and Saint Petersburg, where we
capture sustained high demand for heat and
electricity and enjoy a strong payment disci-
pline both now and in the short to medium
term. The electricity generation market, par-
ticularly in the European part of Russia, will
come under pressure as new nuclear power
generation capacity comes online, with the
generation mix shifted towards nuclear pow-
er as a matter of priority.

We are constantly monitoring all risks
caused by sanctions imposed on Russia by
a number of countries due to the current in-
ternational political situation and are devel-

oping potential safeguards to ensure further
sustainable growth of our companies in the
short and medium term. In particular, we
estimate that a considerable portion of the
equipment we purchase in Western Europe
can be sourced in China, where equipment
manufacturers provide similar products.
Chinese equipment is already used by power
plants of OAO Mosenergo. We take pro-ac-
tive steps to reduce the use of foreign power
plant automation and control systems. Al-
ready today, most s team turbine units
and the instrumentation and control sys-
tems of combined cycle gas turbine units at
power plants of Gazprom Energoholding’s
generating companies are equipped with
controllers by TECON Engineering, the lead-
ing Russian equipment manufacturer and
provider of industrial automation engineer-
ing solutions that joined Gazprom Group in
2011.

Fuel is the key resource sourced by our
generating companies to generate electric-
ity and heat and changes in fuel prices are
a material risk for our companies. We typi-
cally hedge this risk by entering into long-
term contracts for the supply of key fuels
and building sufficient stocks of reserve fu-
els taking guidance from the Russian Minis-
try of Energy. At the same time, unlike many
other players in the market, we further miti-
gate this risk through high diversification of

our fuel mix, which includes gas, coal and
fuel oil. Moreover, hydro generation ac-
counts for more than 40% in OAO TGC-1’s
production.

The electricity and heat sectors of the en-
ergy industry are now in the active phase of
reform. The reform is accompanied by regu-
latory changes within the industry, which car-
ries significant risks around the forecasts for
the industry’s long-term development trends
and is a curb on its investment appeal.

Non-payments are an industry-wide is-
sue. The industry is developing targeted
measures, supported by regulatory chang-
es to minimise the issue (e.g. in 2013, the
wholesale market introduced a system of
financial guarantees, significantly improv-
ing the payment discipline among buyers).
Nevertheless, our generating companies take
vigorous efforts to address non-payments
through customer channels and courts. Our
non-payers include consumers in regions
with historically low payment discipline such
as the Republic of Tuva and the North Cau-
casus, and a number of industrial customers
(in particular, in the chemical industry) that
are legally exempted from any restrictions
on electricity supply due to their specific op-
eration profiles. As a result, they have been
building up customer debts with virtually no
consequences. In addition, Gazprom Energo-
holding and other energy companies have

pursued legal actions both in Russia and
abroad on the debt by Energostream.

At the same time, our generating compa-
nies enjoy all sector-specific advantages in-
herent to the Russian electricity sector. They
include a competitive environment, stable
cash flows matching the steady demand
with a high growth potential in the coming
years, and guaranteed payback from invest-
ment projects under CSA. All this makes
the sector attractive to a widely diversified
range of high quality investors. Apart from
Gazprom Group, companies operating in the
Russian electricity sector include leading
multi-nationals (Fortum, Enel and E.ON),
major Russian companies (Onexim Group,
Basic Element), and large state-owned com-
panies.

The potential launch of an asset upgrade
programme that offers returns on invest-
ment similar to those under GSA projects
is among the most promising opportuni-
ties to drive the sector’s future growth. We
estimate our total upgrade requirements
of generating capacities in Russia to be at
least 20 GW until 2020. Capacity upgrade
projects are on average c. 3,080% cheaper
than CSA projects, while their lead times are
1.5-2 times shorter. Therefore, an upgrade
programme would accelerate the capacity
upgrade process and provide the benefit of
much lower costs. At present, however, this

programme is only at the stage of discus-
sions with regulators.

An increase in the share of co-genera-
tion, particularly in large cities, is expected
to become an important trend in the devel-
opment of the Russian electricity industry.
All advantages of combined generation will
come useful provided that the electricity
and capacity markets are improved accord-
ingly alongside the heat supply market,
while the transition to Unified Heat Supply
Organisations will provide a natural impe-
tus for generating companies to replace
their outdated capacity, resulting in higher
profitability in the Russian heat generation
market.

Chief Executive Officer
000 Gazprom Energoholding
Denis V. Fedorov
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About Our Companies
Business map G4-3

G4-5
A 0 ol ey Registered address Actual address G4-7
structure 6
OAO Mosenergo 119526, Moscow, Vernadskogo 119526, Moscow, Vernadskogo GAZPRHM
prospect, 101 bld. 3 prospect, 101 bld. 3 @ﬂnlpRnM
0AO TGC-1 198188, Russia, Saint Petersburg, 197198, Saint Petersburg,
Bronevaya Str. 6, Litera B Dobroljubova pr., 16 Corp. 2, Litera °
A, Arena Hall Business Centre Scope of the Sustainability Report
by generayion companies
OAO Murmanskaya CHP 183038, Murmansk, Shmidta Str., 14 183038, Murmansk, Shmidta Str., 14 of 000 Gazprom Energoholding
0AO 0GK-2 Solnechnodolsk, Izobilnensky District, 119526, Moscow, Vernadskogo [ @ h ( j ) l l l
Stavropolsky Kraj, Russia, 356128 prospect, 101 bld. 3 kel GAZPROM GMIISEIIEIIEII e —
—— 535% e N
\_ ;0 /0 N . ;
OAO MOEK 119048, Moscow, Yefremova Str., 10 119048, Moscow, Yefremova Str., 10 %’/jjt}’/ INTER var
f@ ) s @ N\ ¢ UES RAOUES ROSSETI
> Cvezmresionenercaseyr C:lm;x-z e /L/ 3 Y
. J 0 W)
000 Gazprom Energoholding is a vertically integrated holding company (100% \ 51f L / WZ/&'W? TGK-5
owned subsidiary of 0OAO Gazprom) that operates Gazprom Group's generating Electricity sale [ e a0y
companies (0AO Mosenergo, 0AO TGC-1, 0AO OGK-2 and 0AO MOEK) in line and distribution oL e
with unified corporate standards. The management processes are in line with the \_90.3% _Minority shareholding (1-10%)
i i - i in generating and grid companies
procedures set out by applicable laws, articles of association and other internal e @ w
regulations of the companies. The key control mechanism to manage subsidiaries GII:[:-I | ———
and affiliates is the participation of 000 Gazprom Energoholding's representatives \ 77,3% )y
in the Boards of Directors and Board Committees of relevant generating companies 7 @ \
GMI]EI( -

L 988% )

000 Gazprom Energoholding’s key areas
of activity:

e |nvolvement in the development of
Gazprom Group’s strategy on the electricity
sector; its implementation and control over
its implementation by generating compa-
nies,

— Development and implementation of effec-
tive common strategies and policies across

generating companies (Technical Policy, En-
vironmental Policy, HR Policy, etc.),

e Contributing to the vision of, and exer-
cise of powers, by the controlling shareholder
of Gazprom Group’s generating companies.
— Development of a set of measures to im-
prove the efficiency of the corporate gover-
nance system and cut costs of generating
companies;

Fig. 4. Corporate organisational structure of Gazprom Energoholding

Key generating assets in which
000 Gazprom Energoholding has
a major shareholding.

(1) - until Q1 2014

@ GAZPROM
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— Implementation of a common investment
strategy and control over its implementation
by generating companies.

e Projection of the Group’s single vision
in government relations and relations with
market regulators and major counterparties.

The core business of our generating com-
panies (OAO Mosenergo, OAO TGC-1 and
OAO 0GK-2) is to produce and supply power
and generation capacity to the wholesale
market; and to generate and distribute heat
to end consumers:

e OAO Mosenergo supplies 58% of elec-
tricity and c. 43% of heat consumed by the
Moscow Metropolitan Area (Moscow and
the Moscow Region). OAO Mosenergo’s
share of Moscow’s heat supply market (ex-
cluding the newly added areas) is 69%. As
at the end of 2013, OAO Mosenergo com-
prised 15 power plants with a combined in-
stalled electricity capacity of 12.3 thousand
MW and a combined heat capacity of 35.1
thousand Gcal/h.

e As at the end of 2013, OAO TGC-1 in-
cluded 55 power plants in Saint Petersburg,
the Republic of Karelia, and the Leningrad
and Murmansk Regions, with a combined
installed electricity capacity of 7.2 thousand
MW and a combined heat capacity of 14.2
thousand Gcal/h. Nineteen power plants of

the Company are located beyond the Arctic
Circle. OAO TGC-1 has a unique structure of
production assets, with hydro generation ac-
counting for c. 40% of its combined installed
capacity. OAO TGC-1 also operates a subsid-
iary generating company, OAO Murmanskaya
CHP, which covers c¢. 70% of heat supply to
Murmansk.

e OAO OGK-2 is Russia’s largest heat
generation company. As of late 2013, its
generation capacity comprised eleven power
plant branches across Russia with a com-
bined installed capacity of 18.0 GW, repre-
senting ¢. 7% of the total Russian electricity
production.

e OAO MOEK: MOEK currently operates
c. 15,700 km of heating grids (on a single-
pipe basis) and 195 thermal power plants
with a combined heat capacity of 16,692.6
Geal/h, and eight electricity generation facili-
ties with a combined electricity capacity of
193.3 MW and a combined heat capacity of
130.8 Gcal/h. The company services more
than 70 thousand buildings, including 32.5
thousand residential buildings.

Our generating facilities are only present
in Russia, which is also our key distribution
market. Generation capacity locations and
distribution markets of our generating com-
panies across Russia:

(] (gm:u-z

06K-2
§
06K-2

(gmnsmmm

Cgm;v,z
Cg (gm;vrz
f:@m;n—z 5 fgm;l-z
(gm-z fﬁnuu—z Cgm-z

Fig. 5. Sketch map of generating facilities of Gazprom Energoholding's companies.

Fig. 6. Stavropolskaya GRES

@ GAZPROM

G4-6
G4-8
G4-9



2012-2013 Sustainability Report by Generating Companies of Gazprom Energoholding

About Our Companies

Branches

Distribution markets / Free power

Generating regions

Distribution markets / Free power

Branches Generating regions

flow zones flow zones
Mosenergo 0AO0 Murmanskaya CHP Murmansk Murmansk
P. G. Smidovich SPP-1 Moscow Moscow and Moscow Region 0GK-2
?Pg-gmso” GRES-3 Surgutskaya GRES-1 Tyumen Tyumen Region
TPP:9 Ryazanskaya GRES Centre Ryazan Region
M. Ya. Ufayev TPP-11 Cherepovetskaya GRES Vologda Region
TPP-12 Stavropolskaya GRES Stavropol Territory
TPP-16 Kuban
TPP-17 Adlerskaya TPP Krasnodar Territory
TPP-20 Kirishskaya GRES W Leningrad Region
TPP-21 est |
TPP-22 Pskovskaya GRES Pskov Region
TPP-23 Troitskaya GRES Ural Chelyabinsk Region
als
Igggg Serovskaya GRES r Sverdlovsk Region
TPP-27 Novocherkasskaya GRES Rostov Rostov Region
TGC-1 Krasnoyarskaya GRES-2 Siberia Krasnoyarsk Territory
Nevsky Branch: West Saint Petersburg and Leningrad
Centralnaya CHP Region
Pravoberezhnaya CHP
Severnaya CHP
Z\?{g\ﬂgzkgﬁwp Categories of consumers serviced by our companies in the Russian Federation:
Narvskaya HPP We mainly sell electricity and capacity in the Wholesale Electricity and Capacity Market (WECM), where
Vlyborgskaya CHP buyers are large-scale consumers, energy distribution (energy supply) organisations and guaranteeing
Vasileostrovskaya CHP suppliers who buy electricity (capacity) to sell it to end consumers, including retail consumers. We divide
Ladoga HPP Cascade : . :
Yuzhnaya CHP heat energy consumers into the following groups:
Dubrovskaya CHP e Industrial and equivalent consumers;
Vuoksa HPP Cascade e Wholesale buyers / resellers;
Kals{(y Branch Kolskaya Murmansk Region e Public sector consumers:
Apatitskaya CHP
Niva HPP Cascade e Utilities (including managing companies, condominiums / housing cooperatives);
Serebryansky HPP Cascade e Other consumers.
Tuloma HPP Cascade
Paz HPP Cascade
Karelsky Branch West Republic of Karelia
Petrozavodskaya CHP

Kem HPP Cascade
Vlyg HPP Cascade
Suna HPP Cascade

@ GAZPROM
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Exports
r . — : The Republik
2 Lake Saima | Vuoksa HPP Cascade 1 of Karelia
w Svetogorskaya HPP
. Lake L
. 3 .__l Finland r. Vuoksa axe adoga
£ o
i b Lesogorskaya HPP
- - "..-- -E.___':-'i :
Baltic Sea .
O o O Volkhov
Saint Petersburg
Some power plants of OAO TGC-1 are uniquely lo- RUSSIA
cated to export part of their electricity to Finland and Leningradskaya obl.
Norway. Estonia is another possible destination. In .
. . . stonia
2012-2013, electricity was exported to Finland and
Norway’: Fig. 9. Location of the Vuoksa HPP Cascade

. _ Electricity exports, million kWh
Fig. 7. Lesogorskaya HPP Supply
destination Supply source 2012 2013 2014F
Finland « from the trunk lines of Svetogorskaya HPP of Vuoksa HPP Cas- 580 554 422

cade in the Leningrad Region via the 110 kV Imatra-1 line;

« from the trunk lines of Kaitakoski HPP of Paz HPP Cascade in
the Murmansk Region via the 110 kV L-82 line. The maximum
supply capacity reaches 70 MW during spring floods.

Norway « from the trunk lines of Borisoglebskaya HPP of Paz HPP 152 138 178
Cascade in the Murmansk Region via the 154 kV L-225 line. The
maximum supply capacity may reach 56 MW, while the normal
operating capacity is 28 MW.

Total 132 692 600

We make wholesale exports under existing agreements with major electric utilities in Norway and Finland.

List of export contracts Counterparty Country Date

2013 Fortum Power and Heat Finland 20 December 2012
01 November 2012-2014 RAO Nordic Oy* Norway 31 October 2012
01 November 2012-2014 RAO Nordic Oy* Finland 31 October 2012

Note: Contracts with Scaent Europower Ltd and RAO Nordic Oy were signed through Inter RAO UES acting as an agent on its own behalf,

but for the account of OAO TGC-1 as a principal.
@ GAZPROM
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Company overview

2012 2013 In 2013, electricity output by our generating companies decreased year-on-year. On the one hand, the decline was in line with the
Headcount?, employees (at the year-end) industry-wide trends and was due to increased production at nuclear power plants. On the other hand, a number of factors inherent
Mosenergo 7556 7584 to our companies were at play here. They include the companies’ policies, which are aimed at minimising utilisation of inefficient
1601 7’ 857 7’ 648 equipment; and higher outdoor air temperatures in Moscow (the area covered by 0AO Mosenergo) and in the Russian Northwest
— ’ ’ (covered by OAO TGC-1) in Q4 2013 as compared to Q4 2012. 0AO Mosenergo's output was also affected by a higher net power
including Murmanskaya CHP 677 698 flow into the Moskva free power flow zone; production at 0AO TGC-1's hydro power plants was down due to low water levels in Q3
0GK-2 9,857 9,040 and Q4 2013, and the output declines at 0AO 0GK-2 were due to the instructions of the System Operator and the overall decline in
Total 25,270 24,272 electricity consumption.
Net sales, RUB mm Share capital structure
Mosenergo 167,139 156,663 Srraholders As of 31 December 2012 As of 31 December 2013
TGC-1 62,168 69,853 Number of shares % Number of shares %
including Murmanskaya CHP 4,103 4,628 Mosenergo
0GK-2 104,213 111,976 000 Gazprom Energoholding 21,265,104,840 53.50 21,265,104,840 53.50
Total 323,520 338,492 Moscow Department of City Property 10,512,012,316 26.45 10,512,012,316 26.45
Electricity output, kWh bn JSC INTER RAO Capital 2,007,375,795 5.05 2,007,375,795 5.05
Mosenergo 61.3 58.6 Other 5,964,866,749 15.00 5,964,866,749 15.00
TGC-1 30.4 29 3 Total 39,749,359,700 100.00 39,749,359,700 100.00
including Murmanskaya CHP 0.017 0.016 TGC-1
0GK-2 759 707 000 Gazprom Energoholding 1,996,046,978,490 51.79 1,996,046,978,490 51.79
Total 166.9 158.6 Fortum 989,152,846,571 25.66 989,152,846,571 25.66
Efiective heat outout. Geal mm Other 869,141,591,510 and 3/7 22.55 869,141,591,510 and 3/7 22.55
y 62 7’ 576 Total 3,854,341,416,571 and 3/7  100.00 3,854,341,416,571 and 3/7  100.00
0senergo i ’ and Murmanskaya CHP
T6C-1 26,7 25,7 0AO TGC-1 429,636,109 90.34 429,636,109 90.34
including Murmanskaya CHP 2,1 2,0 Other 45,928,407 9.66 45,928,407 9.66
0GK-2 6,1 6,9 Total 475,564,516 100.00 475,564,516 100.00
Total 101,4 100,1 0GK-2
Total asset value, RUB bn OAO Tsentrenergoholding 29,970,066,506 50.52 81,081,177,617 73.42
Mosenergo 265.2 338.9 000 Gazprom Energoholding 4,026,935,977 6.73 4,026,935,977 3.65
TGC-1 1479 150.6 JSC INTER RAO Capital 3,382,211,029 5.70 3,382,211,029 3.06
InC|Ud|ng I\/Iurmanskaya CHP 31 39 Other 21 ,948,713,448 37.05 21 ,950,836,247 19.87
0GK-2 149.9 167.3 Total 59,327,926,960 100.00 110,441,160,870 100.00
Total 563.0 656.8 Debt to equity split, RUB bn®
2012 2013
Debt Equity Total Debt Equity Total
Mosenergo 18.5 205.0 223.5 26.5 258.4 284.9 @
TGC-1 36.7 90.8 127.5 32.7 97.1 129.8
8 Including employees working under civil law contracts and part-time employees. 0GK-2 23 6 84.8 108.2 34.7 78.3 113.0 anpRnM

ENERGOHOLDING

1 2 9 Consolidated IFRS statements for OAO Mosenergo, OAO TGC-1 and OAO OGK-2
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Installed capacity broken down by primary energy source and regulation mechanism Installed capacity of generating facilities (MW), with market sales regulated by various | U

mechanisms, as of 31 December 2013 (broken down by primary energy source)

Pricing for the capacity offered by our companies is determined by the distribution mechanisms and the overall framework of
contracts on the wholesale market:

Primary energy source

Capacity regulation mechanisms

CSA CCO Forced Total
o Free market pricing: Mosenergo
- Competitive Capacity Outtake (CCO) means trading in capacity at free (unregulated) prices determined through competitive Gas™ 1745 10.164 93 12.141
bidding process. — :
Requlated pricing: Other facilities (failed to pass - - - 121
¢ hegulated pricing: the CCO procedure; did not apply
- Capacity Supply Agreements (CSA) are contracts between suppliers and generating facilities that are included in the list of for CCO; to be decommissioned,
CSA generating facilities approved by the Russian Government. On the one hand, CSA secure suppliers’ obligations to implement etc.)
their approved investment programmes and, on the other, guarantee payments for capacity of new (upgraded) generating facilities. Total 12,262
The capacity supply period under CSA is ten years. CSA capacity price is set in agreements based on the parameters approved TGC-1
by the relevant Resolution of the Russian Government, Gas 1.280 2 581 74 3.935
- Sale and purchase agreements for capacity of generating facilities that supply capacity in a forced mode are signed by Coal _ 266 B 266
suppliers who have not been selected during the CCO procedure but are essential for normal operation of the power grid and Hydro 60 2 859 _ 2919
heat supplles.to .retall consumers. Under the IeX|st|ng rules, such genera.tmg facilities get the status of a “forced ;.lenerator :«.Tnd Fuel oil (Murmanskaya CHP) All electricity generated by Murman- 19
supply capacity in a forced mode. The capacity of “forced generators” is allocated among buyers pro rata to their consumption skaya CHP is used to meet the local
peaks. Prices for capacity of generating facilities that supply capacity in a forced mode are set by the Federal Tariff Service of needs
the Russian Federation. Other facilities (failed to pass - - - 119
the CCO procedure; did not apply
for CCO; to be decommissioned,
etc.)
I Total 7,251
0GK-2
Gas 9,498 1,571 - 11,069
Coal 3,874 - - 3,874
Combined " 2,602 300 150 3,052
Total 17,995

Fig. 10. Pravoberezhnaya CHP. Nevsky Branch

10 Includes the capacities at TPP-17 and TPP-22 that can use coal as reserve and start-up fuel.

11 Inthe reporting period (2012-2013), Novocherkasskaya GRES, Cherepovetskaya GRES and Serovskaya GRES of 0AO OGK-2 used both gas and coal for heat

1 3 and electricity generation to adjust their fuel mixes to fluctuations in prices for these fuels.

@ GAZPROM
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Electricity and heat output broken down by primary energy source

2012 2013
Electricity output, Heat output, thousand Electricity output, Heat output, thousand
thousand MWh Geal thousand MWh Geal
Mosenergo

Gas 54,030 58,911 51,224 58,165
Combined fuels (gas/coal) 7,304 9,516 7,418 9,431

Total 61,334 68,427 58,642 67,596

TGC-1

Gas 16,485 23,107 16,924 22,096
Coal 388 1,171 373 1,170
Hydro 13,499 - 11,990 -
Electricity - 3 - 2

Fuel oil (OAO Murmanskaya CHP) 17 2,157 16 2,047

Total 30,389 26,438 29,303 25,315

0GK-2

Gas 41,119 4,302 40,113 4,889

Coal 11,318 1,509 8,611 1,422
Combined fuels (gas/coal) 22,765 503 21,935 201

Total 75,202 6,314 70,659 6,812
Electricity sales broken down by regulating mechanism

Electricity sales in the wholesale market broken Mosenergo TGK-1" 0GK-2

down by regulating mechanism, thousand MWh 2012 2013 2012 2013 2012 2013
Regulated contracts (RC) 12,012 11,439 5,176 9,421 12,547 12,974
Day-ahead market (DAM) 51,129 48,499 25,903 24,775 62,413 57,394
Balancing market (BM) 1,711 1,748 1,062 1,105 3,847 3,639
Free bilateral contracts (FBC) 945 24 2,056 1,601 - -
Exports - - 732 692 - -
Retail market - - 89 66 1,106 1,213
Total 65,797 61,710 35,018 33,660 79,913 75,220

12 Murmanskaya CHP does not sell electricity in the wholesale market.
13 Under paragraph 32 of Resolution No. 1172 of 27 December 2010 by the Russian Government, generating companies (including
generating companies of Gazprom Energoholding) must sell all electricity generated by them in the wholesale market. To sell electricity
1 4 in the retail market we first purchase it in the wholesale market and then resell it to retail customers.

TPP-17 and TPP-22 of OAO Mosenergo, OAO Mosenergo and OAO OGK-2, along with
as well as Novocherkasskaya GRES, Chere- electricity and heat generation statistics for
povetskaya GRES and Serovskaya GRES of gas- and coal-fired plants, we keep similar
OAO OGK-2 can use both gas and coal for records for facilities that use combined fuels.
heat and electricity generation, enabling ad-
justments of the fuel mix to fluctuations in
prices for these fuels. Given the above, for

Our generating companies trade in electricity in the Russian wholesale market
according to the rules set for the Wholesale Electricity and Capacity Market and
approved by Resolution No. 1172 of 27 December 2010 by the Russian Government,
and using the following regulating mechanisms:

e Regulated price: trading in electricity at regulated prices (tariffs) under Regu-
lated Contracts (RC) for sale and purchase of electricity and capacity. RCs are used
only for electricity supplies earmarked for delivery to retail and equivalent consumers,
and to guaranteeing suppliers operating in North Caucasus republics, in the Republic
of Tuva and in the Republic of Buryatia.

o Unregulated price is determined within the following markets:

- Day-Ahead Market (DAM): trading in electricity at free (unregulated) prices de-
termined through competitive selection of price bids from suppliers one day before
actual delivery.

- Balancing Market (BM): trading in electricity at free (unregulated) prices deter-
mined through competitive selection of price bids from suppliers and market players
with regulated consumption at least one hour before the actual electricity supply so
as to halance the electricity generation and consumption.

- Free Bilateral Contracts (FBC): trading in electricity at unregulated prices under
free bilateral sale and purchase agreements

@ GAZPROM
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Pricing of thermal energy supplied by our companies, their cost structure,
and the economic rationale for heat tariffs are guided by Federal Law No. 190-
FZ On Heat Supply of 27 July 2010, the Heat Supply Pricing Framework, and the
Rules for Regulation of Prices (Tariffs) in the Heat Supply Market as approved
by Resolution No. 1075 On Pricing in the Heat Supply Market of 22 October
2012, Recommended Practices for Calculation of Regulated Prices (Tariffs) in
the Heat Supply Market as approved by Order No. 760-e of 13 June 2013 of the
Federal Tariff Service of Russia, and Chapter No. 25 of the Russian Tax Code.

Applicable laws provide for potential preferential heat tariffs for certain
categories of consumers. The preferential heat tariffs are granted subject
to the existence of relevant law in the relevant constituent region of the
Russian Federation. The relevant law of the region of the Russian Federation
specifies consumer groups entitled to the benefits, grounds for providing
such benefits and the compensation procedure for lost income payable to

heat supply companies.

We helieve the most practical way would be to present the structure of effective heat output by our companies broken down by regulation

type and consumer group.

EU-3
OHeat supply by regulation type / Mosenergo TGC-1 0GK-2
consumer group, thousand Gcal Nevsky, Kolsky and Murmanskaya CHP
Karelsky Branches
2012 2013 2012 2013 2012 2013 2012 2013
Wholesale buyers / resellers (in- 16,420.0  46,860.9 6,204.5 6,189.2 - - 2,870.00 3,064.44
cluding heat suppliers)
Public sector consumers 7,342.4 3,907.4 1,824.5 1,793.3 185.0 158.0 31.22 35.55
Industrial and equivalent consumers  2,705.7 2,552.5 1,097.7 1,017.0 63.0 45.0 2,224.78  2,659.96
Utilities (including housing ad- 25,932.0 4,266.1 11,721.0 10,9378 1,570.0 1,532.0 748.10 607.46
ministrations (UZhKh), municipal
housing administrations (GZhU),
condominiums (TSZh) / housing
cooperatives (ZhSK)
Retail consumers (households) - - - - - - 9.15 8.93
Other consumers 13,420.6 9,883.2 3,468.5 3,472.5 163.0 230.0 148.76 104.03
Heat energy for loss compensation  2,842.0 108.3 1,947.0 2,038.0 120.0 115.0 - -
Total 68,662.7 67,5784  26,263.2 254478 2,101.0 2,080.0 6,032.01 6,480.37
G4-12

Corporate supply chain

Fuel is the key resource purchased by our companies to generate electricity and heat. According to data from IFRS statements, fuel costs
also dominate the variable cost structure of each of our generating companies.

2012 2013
Fuel costs, RUB Variable costs, Share of fuel Fuel costs, RUB Variable costs, Share of fuel
mm RUB mm costs in variable mm RUB mm costs in variable
costs, % costs, %
Mosenergo 83,339 115,189 72.3 89,443 108,411 82.5
TGC-1 27,214 35,464 76.7 29,537 38,585 76.6
0GK-2 62,108 71,305 87.1 64,307 73,973 86.9

The structure of fixed costs at our gener-
ating companies is dominated by personnel,

repair and tax costs.

Diversification of supplies by our gener-

ating companies depends on fuel mix and
the distances between their generating fa-
cilities. In particular, the high regional con-
centration of operating facilities and gas be-

ing the main fuel for most power plants of
OAO Mosenergo and OAO TGC-1 provides
for their low supply diversification.

In 2012-2013, 000 Gazprom mezhregiongaz Moscow was the key gas supplier
to OAO Mosenergo's power plants. In December 2012, 0AO Mosenergo also entered
into an agreement for the supply of natural gas with OAO NOVATEK. The agreement
provides for the supply of 9,050 mmcm of natural gas per year in 2013-2015. The
total amount to be supplied by 0AO NOVATEK over three years will thus exceed 27
bem of natural gas, with the total amount of gas supplies in 2013-2015 expected to
be c. 40 bem. The gas supply agreement was signed with OAO NOVATEK as a result
of our efforts to optimise fuel sourcing, since under the agreement, the gas is priced
according to an order by the Federal Tariff Service of Russia that sets the minimum
wholesale gas price for the region's industrial consumers.

O0AO TGC-1 also announced an auction with a view to diversify its gas supplies,
initiated by Fortum Power and Heat, its minority shareholder. However, no bids were
submitted by alternative suppliers.

0 cazpRoM

1 5 14 Changes in the breakdown of effective heat output by Mosenergo in 2013 are due to a changed delivery point.
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Coal has the same share as gas in the fuel
mix of 0AO OGK-2, with the company’s gen-
erating facilities spread across eleven Rus-
sian regions. For this reason, OAO OGK-2

actively cooperates with regional coal suppli-
ers to optimise its fuel costs by sourcing gas
and various types of coal to supply its power
plants. Various branches of OAO OGK-2 are

supplied with coal from Kansko-Achinsky,
Podmoskovny, Borodinsky, Pereyaslovsky,
Rostovsky and Ekibastuzsky coal basins,
mainly under long-term supply agreements.
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Fig. 11. Supply chain indicating major suppliers and their shares in the Company's relevant raw materials costs

In the supply chain diagram above, we
have shown our major suppliers and their
shares in the company’s costs of purchas-
ing relevant fuels: natural gas and coal.
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For OAO TGC-1, we also indicated water
withdrawal sources due to their noticeable
share in the company’s variable costs and
the high level of supplies concentration. To

identify major suppliers we used a material-
ity threshold: the diagram shows suppliers
whose share in the Company’s costs for a
given fuel exceeds 5%.

Fig. 12. Delivery of a new gas turbine to the CCGT-420 unit at TPP-20

We build our relations with all suppliers
on the principles of responsible partner-
ship, regardless of their share in the sup-
ply chain structure. We are committed to
maintaining long-term, stable and mutually
beneficial relations with our suppliers. To
this end, all our companies continuously
work to make supplies more stable and
pricing more transparent. In selecting our
suppliers and contractors we use mostly
bidding procedures. However, we seek to
make sure that our counterparties have an
impeccable business reputation and en-
sure compliance with laws and corporate
and business ethics.

Procurement practices of our companies
are governed by the Procurement Regula-
tions of OAO Mosenergo, OAO TGC-1 and
OAO OGK-2. All our procurement proce-
dures are compliant with the Constitution of
the Russian Federation, the Civil Code of the
Russian Federation, Federal Law No. 223-FZ
On Procurement of Goods, Works and Ser-
vices by Certain Types of Legal Entities of
18 July 2011, other federal laws or regula-
tory acts of the Russian Federation, as well
as with the generally accepted principles of
the global procurement practices, and other
regulations, including local, that are binding
on our companies.
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Business units included in the consolidated financial
statements

Corporate governance structure

([ General ) ( )
S Board
The consolidated financial statements of 0AO Mosenergo, 0AO TGC-1 and OAO OGK-2 hareholders =1 0.0 ore : ! :
include data for the following subsidiaries: \___Meeting ) \ J . .
Committee for . _ Committee for
idi * Strategy and Audit Reliabi;ity Human Resources
pubsidiany B e 2 s \ committee Committee :
31 December 31 December Audit Investments and Remuneration
2012 2013 . Management i
Commmittee Board Commit{ees of the Board of Directors
Mosenergo \. J . J |
000 TSK Mosenergo 100% 100% * :
; ; : ( ) ( ) Internal
000 Centralniy remontno-mekhanicheskiy zavod 100% 100% Audit General Audit
uditor )
000 OGK-Investprojekt 91% 90.5% Director visi
proj 0 0 L ) L ) L Division
000 Teploenergoremont 65%
000 Teploenergoremont-Moscow 72% Fig. 13. Corporate governance structure in generating companies of Gazprom Energoholding Group
: o .
0AD Remont ingenernyh kommunikacly 65% The corporate governance structure in The General Shareholders Meeting is the  Association and the Regulations on the Gen-
000 Energo-Kran 91% our generating companies, OAO Mosenergo, supreme governance body in each gener- eral Shareholders Meeting. The extraordinary
Autonomous Non-Commercial Organisation KvaliTEK - 65% 0AO TGC-1 and OAO OGK-2 follows unified ating company. It enables shareholders to  General Shareholders Meeting may be con-
TGC-1 standards. Corporate governance bodies in  obtain information on the company’s activi-  vened by the company’s Board of Directors at
. . each of our generating companies include ties, its performance and plans, and exercise its own discretion, or as requested by the Au-
0AD Murmanskaya CHP. . 90.34% 90.34% the General Shareholders Meeting, Board of their rights to participate in the management  dit Commission, the auditor, or shareholders
OAQ St. Petersburg Heating Grid 74.99% 74.99% Directors, Management Board and General —of the company. The General Shareholders (shareholder) who own at least 10% of the
0GK-2 Director. The Management Board and Gen- Meeting makes decisions on the most impor-  voting shares in the company as of the date
000 0GK-Investprojekt 49% _ eral Director are executive bodies. The Board tant matters related to the company’s opera-  of such request. [tems to the agenda of the
o . . of Directors and the management run the tions within the competence of the General extraordinary General Shareholders Meetings
000 OGK-2 Finance 100% 100% companies in strict compliance with the prin-  Shareholders Meeting. The Board of Direc- are proposed by the initiator of the Meeting.
000 Center 112 100% 100%

The current sustainability report in-
cludes only some data for subsidiaries and
affiliates of generating companies OAO
Mosenergo, OAO TGC-1 and OAO OGK-2:
all performance data, except financials, are
provided net of subsidiaries. All financials
are given as per consolidated IFRS finan-
cial statements. We did not include non-

financial information for subsidiaries of
Gazprom Energoholding’s generating com-
panies as we need to improve our internal
corporate data collection systems. We,
however, are planning to gradually cover
all subsidiaries of OAO Mosenergo, 0AQ
TGC-1 and OAO OGK-2 with non-financial
reporting.

ciples of rigorous protection of shareholders’
and investors’ rights, transparency and infor-
mation openness.

17 15 Federal Law No. 208-FZ On Joint-Stock Companies dated 26 December 1995 (as amended on 21 July 2014)

tors, all executive bodies of the company and
the Audit Commission are accountable to the
General Shareholders Meeting.

The competence and procedures for con-
vening, preparing, holding and summaris-
ing the results of the General Shareholders
Meeting in each of our generating companies
are compliant with the laws of the Russian
Federation' and are set out in internal regu-
lations of the companies, i.e. their Articles of

The existing procedure ensures equal treat-
ment of all shareholders in our companies.

The General Shareholders Meeting of each
of our companies elects an Audit Commis-
sion to oversee their respective financial and
business operations, monitor compliance of
the existing accounting and financial report-
ing procedures with the laws and corporate
regulations, and help assure more efficient
asset management.
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The Boards of Directors in all of our gen-
erating companies provide the overall gov-
ernance of the companies, make decisions
on significant matters, oversee the imple-
mentation of decisions taken by the Gen-
eral Shareholders Meeting, and monitor the
protection of rights and legitimate interests
of the company according with statutory
requirements. The competence of, and the
procedures, for the Board of Directors in our
companies are governed by internal regula-
tions (Articles of Association and Regula-
tions on the Board of Directors). The Board
of Director is a collective governance body
elected by the General Shareholders Meet-
ing for a term until the next annual General
Shareholders Meeting. The General Share-
holders Meeting may decide to terminate
the offices of all members of the Board of
Directors before their terms expire. Persons
elected to the Board of Directors may be re-
elected any number of times. Candidates for
the Board of Directors may be nominated
by shareholders who own at least 2% of
the voting shares in the company, or by the
Board of Directors if the number of share-
holders’ nominees is insufficient.

Committees of the Board

The Board of Directors in any of our gen-
erating companies has four committees in
place: Committee for Business Strategy and
Investments; Audit Committee; Committee
for Human Resources and Remuneration;
and Reliability Committee. These Commit-
tees are advisory and deliberative bodies that
ensure effective performance by the Board of
Directors of its duties for the overall gover-
nance of the company’s operations.

18

Committee for Strategy and Investments:

e determines overall strategic priorities and
goals and general principles of corporate de-
velopment,

e assesses the company’s performance in
the medium and longer term,

e reviews the progress in the implementa-
tion of approved strategic development pro-
grammes and projects,

e make adjustments to the adopted develop-
ment strategy,

e determines the Key Performance Indica-
tors (KPIs) subject to approval by the Board
of Directors,

e monitors progress against strategic goals
and Key Performance Indicators (KPI) ap-
proved by the Board of Directors,

e determines and improves the business
planning and budgeting policies,

e provides financial planning and deter-
mines the credit and dividend policies,

e considers debt financing options, includ-
ing placement of bonds and issuance of other
debt securities,

e makes investment decisions, and

® organises reviews of investment projects
and programmes submitted to the Board of
Directors for consideration.

Audit Committee:

e prepares and submits recommendations
on audit and internal control to the Board of
Directors,

e evaluates and nominates candidates to act
as the company’s auditors,

e examines the auditor’s report, and

e assesses the performance of internal con-
trol procedures and drafts proposals as to
their improvement.

Reliability Committee:

® reviews strategic priorities, goals and prin-
ciples of corporate development for compli-
ance with comprehensive reliability require-
ments,

e reviews technical re-equipment and re-
construction programmes and generation
facility repair plans and oversees their imple-
mentation,

e prepares proposals for the Committee for
Human Resources and Remuneration for ap-
praisal of the management’s performance in
ensuring compliance with comprehensive re-
liability requirements,

® assesses measures taken to address
emergencies and major process breakdowns
for completeness and adequacy,

e examines and approves the Technical Pol-
icy of the company and the annual report by
the company’s General Director on its imple-
mentation, and

® assesses the performance of the com-
pany’s technical services in ensuring op-
erating reliability of grid and generation
equipment, facilities and other process in-
frastructures.

Committee for Human Resources and
Remuneration:

e prepares and submits recommendations
on HR, remuneration and social / employ-
ment policies of the company to the Board
of Directors.

Management Board is a collective ex-
ecutive body that manages day-to-day
operations in each of our generating com-
panies. The Management Board reports to
the General Shareholders Meeting and the

Board of Directors of the company. Mem-
bers of the Management Board are elected
and appointed by the Board of Directors.
The Management Board is responsible for
the implementation of the corporate goals,
strategies and policies. The General Direc-
tor acts as the Chairman of the company’s
Management Board. Activities of the Man-
agement Board are governed by the Articles
of Association and the Regulations on the
Management Board.

The Management Board develops for-
ward-looking plans for key business lines of
the company and submits them to the Board
of Directors for consideration; examines re-
ports by Deputy General Directors; makes
decisions on transactions whose value ex-
ceeds 5% of the book value of the company’s
assets (except for transactions falling within
the Board of Directors’ mandate).

The General Director of each generating
company presides over the Management
Board and manages day-to-day operations of
the company as a chief executive officer. He
or she is appointed by the Board of Directors
and reports to the Board of Directors and the
General Shareholders Meeting.

The Audit Committee in each generating
company is a collective body elected by the
General Shareholders Meeting to monitor fi-
nancial and business activities.

The auditor’s nomination is approved by
the General Shareholders Meeting of each
generating company on an annual basis. The
auditor is responsible for auditing financial
and business performance of the company
according with the legal regulations of the
Russian Federation under a relevant agree-
ment signed with the auditor.

The corporate secretary in OAO Mosenergo
ensures the operation of mechanisms put
in place for shareholders to exercise their
rights and protect their interests, including
compliance with the procedure for holding
the General Shareholders Meeting; performs
the functions of the Secretary of the General
Meeting and the Board of Directors; makes
arrangements for activities of governance
and control bodies and interaction between
the company’s Board of Directors and its
management; ensures storage, disclosure
and provision of information about the com-
pany; takes measures to maintain corporate
traditions and settle disputes and conflicts;
and monitors that the company’s interests
are observed, including in relations with the
Regulator and government authorities.

OAO TGC-1 and OAO OGK-2 have no
permanent corporate secretary position in
place. In OAO TGC-1, these functions are
performed by the Secretary of the Board of
Directors and the Head of Shareholder Rela-
tions, and in OAO OGK-2, they are assigned
between 000 Gazprom Energoholding act-
ing as the Secretary of the Board of Direc-
tors and its committees and the company’s
General Shareholders Meeting, and the Cor-
porate and Property Relations Unit of the
Corporate and Legal Matters Directorate.

Some functions may be partially del-
egated and responsibilities for addressing
day-to-day economic, environmental and so-
cial issues may be re-distributed within the
corporate structure of our generating com-
panies.
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Economic

Social ¢

Environmental

Mosenergo

« Marketing

« Finance

« Production

« Budgeting management within Effi-
ciency and Control Function

« Personnel Management

« Ecological Service within the Occupational Health, Safety and

Environment Division
« Branches have officers responsible for all environmental pro-

tection areas.

TGC-1

» Economic and Finance

« Personnel Management

« Ecological Service of the Power Plant Operation Department

« Karelsky and Kolsky Branches have environmental sectors

in place

0GK-2

« Economics Division
« Financial Division

« Personnel Management Division

« Operating Expenses Planning and Analysis Section

« Branches also have in place Environmental Protection Sec-

tions

Corporate values, principles, standards and rules of conduct

000 Gazprom Energoholding’s Code
of Corporate Ethics, approved on 15 No-
vember 2013 is the core document lay-
ing out values, principles, standards and
rules of conduct within Gazprom Energo-
holding Group. Its provisions contain
basic guidance for all subsidiaries and
affiliates, including its generating com-
panies OAO Mosenergo, OAO TGC-1, and
OAO OGK-2. Currently, it serves as ba-
sis for developing and approving similar
Codes of Corporate Ethics by our generat-
ing companies (as of the date of publica-
tion of this Report, OAO OGK-2 approved
its Code of Corporate Ethics).

In accordance with 000 Gazprom Energo-
holding’s Code of Corporate Ethics, our core
values include:

e Professionalism, meaning a deep under-
standing of one’s own job, completion of
tasks in time and with proper quality, and
continuous development of professional
knowledge and skills

e Proactiveness, meaning proactive and
independent approach taken by employees
towards streamlining the production process
e |eanness, meaning a responsible and lean
approach to using corporate assets, one’s
own and other employees’ work time

e Mutual respect, meaning a team spirit
in performing work, confidence, benevo-
lence, and cooperation in addressing the
tasks set

e Openness to dialogue, meaning open and
fair information sharing and readiness to de-
velop the best solution collectively

1 g 16 Responsibility for social issues may be partially delegated to other business units.

e Succession, meaning respect for the work
and experience of older generations, interac-
tion between the beginners and highly expe-
rienced workers, and professional training
and mentoring

e |mage, meaning the use of techniques
and strategies to build a positive corporate
image.

All employees of 000 Gazprom Energo-
holding and Gazprom Energoholding Group’s
generating companies are to read its Code of
Corporate Ethics against signature. Orienta-
tions are arranged for newcomers.

The responsibility to ensure compliance
with 000 Gazprom Energoholding’s Code of
Corporate Ethics is vested in the Corporate
Ethics Commission that can be approached
through memos, e-mail or hotline.

Membership in organisations

Membership in Non-Profit

Market Council

Partnership

NP Market Council unites, on a mem-
bership basis, wholesale electricity and
capacity sellers and buyers, wholesale
electricity market players, operators of
commercial and technological infrastruc-
ture in the wholesale market, as well as
other organisations active in the electric
energy sector in Russia. Our generating
companies, OAO Mosenergo, OAO TGC-1,
and OAO OGK-2, are also members of NP
Market Council, as required by clause 1 of
Article 35 of the Federal Law On Electric
Energy Sector. All of them are on List B of
the Chamber of Electric Power Sellers. This
list includes partnership members that
meet the following criteria:

e are electricity suppliers,

e sell, in the wholesale market, electricity
generated using generating equipment that is
beneficially owned or otherwise lawfully held
by them,

e their sales in the wholesale electricity mar-
ket, with natural gas used as the main fuel,
exceeds sales of electricity generated using
any other fuel.

In accordance with part 6 of clause 1 of
Article 33 of the Federal Law On Electric En-
ergy Sector, core objectives of NP Market
Council, in the attainment of which we are
actively involved, are to:

e support the operation of commercial mar-
ket infrastructure,

e ensure efficient interconnection between
the wholesale and retail markets,

e foster favourable conditions to attract in-
vestments in the electric energy sector,

e develop a common position among the
wholesale and retail market players when
drafting regulatory documents governing the
electric energy sector,

e organise, based on self-regulation, an
efficient system for wholesale and retail
trade in electricity, capacity, and other
goods and services that may be offered in
the wholesale and retail markets to ensure
energy security of the Russian Federation,
unity of the economic space, freedom of
economic activity and competition in the
wholesale and retail markets, a balance of
interests of electricity and power produc-
ers and buyers, and satisfaction of the pub-
lic needs for reliable and sustainable elec-
tricity supply.
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We believe that, although NP Market Council plays a key role in ensuring
operation of the electricity market in Russia, its work could be organised in a more
efficient way. First of all, its clear pitfalls include a disproportionate distribution
of votes among its members, irrespectively of their available capacity and actual
role in the market. In addition, many significant players of the Russian electricity
and capacity market, including 000 Gazprom Energoholding, are represented
at NP Market Council only through their subsidiary generating companies. As a
result, a considerable portion of issues that could have been discussed within NP
Market Council in an efficient and rational way are addressed through negotiations
between major electricity and power producers and the Government of the Russian
Federation, the Ministry of Energy and other key sectoral regulatory authorities.
(Please confirm the wording of the management's position since it caused
additional questions upon approval at Gazprom Energoholding).

Membership in Noncommercial Partnership
Council of Power Producers

NCP Council of Power Producers (herein-
after, the Partnership) unites Russian gener-
ating companies controls about 70% of gen-
erating capacity and over 90% of installed
heat capacity at all power plants throughout
the country. Apart from 000 Gazprom En-
ergoholding, Partnership members include
OAOQ Generating Company, OAO EuroSibEn-
ergo., OAO Inter RAO Electric Power Plants,
OAO Quadra, IES Holding, OAO LUKOIL,
000 Siberian Generating Company, OAO SI-
BECO, OAO TGC-2, OAO Fortum, OAO E.ON
Russia, and OAO ENEL OGK-5.

The Partnership’s strategic objective
is to promote a favourable investment
climate in the energy sector. To achieve
this objective, the generating companies
develop, within the Partnership forum, a
common position on draft statutory regu-
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lations, projects and programmes aimed
to promote the development of the electric
energy sector and on interaction with the
public authorities at all levels, as well as
with infrastructure, non-profit and public
organisations in Russia and abroad. The
Partnership promotes economic, produc-
tion, research, and technical contacts be-
tween its member companies, represents
and protects their interests and rights be-
fore legislative and executive authorities,
and also provides information and analyti-
cal support to them.

However, it also has pitfalls, such as a
disproportionate distribution of votes among
its members, irrespectively of their available
capacity and actual role in the market.

The Partnership is a member of adviso-
ry bodies, task forces, and expert councils
which affect development and operation of
the electric energy sector, including those

under the Government of the Russian Fed-
eration, State Duma of the Russian Federa-
tion, Ministry of Energy of Russia, Ministry
of Industry and Trade of Russia, Ministry of
Economic Development of Russia, Federal
Antimonopoly Service of Russia, NP Mar-
ket Council, Federal Tariff Service of Russia,
Russian Union of Industrialists and Entrepre-
neurs, Chamber of Commerce and Industry
of Russia, etc.

Membership in the Interregional Sectoral
Association of Employers in the Energy
Industry (RaPE)

The Interregional Sectoral Association of
Employers in the Energy Industry (RaPE As-
sociation) represents the interests of sec-
toral employers in their relations with trade
unions, public, and local authorities. The
RaPE Association includes energy compa-
nies operating in 43 regions of Russia, such
as OAO Integrated Energy Systems, OAO For-
tum, OAO 0OGK-2, OAOQ TGC-1, OAO Mosen-
ergo, OAO Tsentrenergoholding, OAO Quadra,
OAO Irkutskenergo, and OAO Irkutsk Electric
Grid Company.

Representation in the RaPE Association
helps our generating companies effectively
protect their interests in social and labour
relations in the electric energy sector and
be actively involved in improvement of legal
framework.

In particular, representatives of em-
ployers in the energy sector, the Ministry
of Energy of the Russian Federation, and
Public Association All-Russian Electric
Trade Union prepared and discussed the
first professional standard in the electric

energy sector Thermal Power Plant Facili-
ties Operator within the RaPE Association
forumin 2013. It was recommended for ap-
proval by the Ministry of Labour and Social
Protection of the Russian Federation on
25 March 2014, following a meeting of the
Ministry’s Expert Council on Professional
Standards. This professional standard pro-
vides a framework to develop training and
retraining programmes for shift supervi-
sors at thermal power plants. Moreover,
the RaPE Association will develop another
17 professional standards covering heat
generation.

Membership in Non-Profit Partnership
Scientific-Technical Council of the Unified
Energy System (NP STC UES)

Although Gazprom Energoholding Group’s
generating companies are not members of
NP STC UES as such, their interests there are
represented by OAQO Tsentrenergoholding, an
affiliate of Gazprom Energoholding Group.

NP STC UES unites sectoral organisa-
tions to analyse the most important projects
and goals in the electric energy sector and
develop related solutions. Activities of NP
STC UES include all stages of development
of the national energy sector, including war-
time and post-war recovery, hydropower
development, DC and AC grid hydropower,
establishment of the USSR united energy
system, the post-war transition of thermal
power generation to high and supercritical
steam parameters, and, during the post-
war years, implementation of modern gas
turbine and steam and gas technologies, as
well as many other matters.

The Partnership structure also includes
the Scientific-Technical Board comprised
of renowned scientists and highly quali-
fied energy experts, including academi-
cians, corresponding members of the Rus-
sian Academy of Sciences, candidates and
doctors of sciences. At its meeting, the
Scientific-Technical Board of NP STC UES
reviews energy facility construction, re-
equipment, and renovation projects; regu-
latory and technical documents; feasibility
studies on deployment of new technolo-
gies, and other projects and work affect-
ing Russia’s united energy system, which
require highly qualified expertise and sup-
port. Over the past decade, it addressed
and developed recommendations for over
500 important projects in the electric en-
ergy sector.

Gazprom Energoholding Group’s gener-
ating companies cooperate with the Part-
nership within innovative projects in the
national energy sector, such as a project to
develop a 520 MW and higher power CCGT
and a project to modernise the GTE-160
turbines for the CCGT-450 unit.
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During the reporting period (2012-2013),
no changes in terms of locations, types of
activities, opening or dissolution of enter-
prises took place at Gazprom Energoholding
Group’s generating companies.

However, the following material changes
in the size, organisational structure, supply
chains, business expansion, equity structure,
locations of major suppliers, and terms of
supply contracts occurred during the said
period.

Generating capacity increase
In 2012, OAO OGK-2 commissioned a
CCGT-800 unit at Kirishskaya GRES (tested

Fig. 14. Adlerskaya TPP

Material changes in the organisation during the reporting period

capacity is 775 MW, a 540 MW increase).
On 1 February 2013, the Adlerskaya TPP was
certified and started supplying capacity un-
der a capacity supply agreement (installed
capacity is 351 MW). Moreover, renovation
of Unit No. 7 at Novocherkasskaya GRES was
completed in 2012, with its installed capacity
up by 36 MW.

Since January 2012, Pervomayskaya
CHP at OAO TGC-1 started to supply capac-
ity from two CCGT-180 units to the whole-
sale market, driving a 180 MW capacity
increase. Also in 2012, the construction of
CCGT-450 was completed successfully at
the Pravoberezhnaya CHP site (tested ca-

pacity is 463 MW). In 2013, OAO TGC-1
commissioned two hydroelectric generat-
ing sets at the Vuoksa HPP Cascade (total
installed capacity is 60 MW, a 13.25 MW
increase). After commissioning of Hydro-
power Unit No. 5 at the Lesogorskaya HPP,
the complex renovation of the Vuoksa HPP
Cascade was completed.

Organisational structure

On 29 February 2012, the Board of Direc-
tors of OAO Mosenergo approved member-
ships of the Company in a number of entities.
It was resolved to set up four 100% sub-
sidiaries of OAO Mosenergo: 000 GRES-3
Elektrogorsk, 000 TPP-6 Orekhovo-Zuyevo,
000 TPP-17 Stupino, and 000 TPP-29 Elek-
trostal

OAO O0GK-2 introduced a standard
structure for branches with effect from
1 April 2013 and a new structure for its
executive bodies with effect from 1 May
2013.

No significant changes occurred in the or-
ganisational structure of OAQ TGC-1.

Business expansion

Expansion of OAO Mosenergo’s business
in 2012-2013:
e To implement the project Construction of
Unit No. 4 at Cherepovetskaya GRES Based
on Steam and Gas Technology, Unit No. 4
(CCGT-420) of OAO Mosenergo purchased
a 51% share in the authorised capital of
000 OGK - Invest Project (project inves-

17 As per the Resolution of the Board of Directors dated 7 November 2014, 0AO Mosenergo will sell its share in the authorised
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capital of 000 Teploenergoremont Moscow.

tor) on 12 October 2012. Commissioning
of Unit No. 4 at CCGT-420 of Cherepovets-
kaya GRES will increase the power plant’s
capacity and competitiveness in the elec-
tricity market, improve its performance by
reducing its specific fuel consumption and
increasing energy output, and will also di-
versify fuels used by the power plant. Later,
OAO Mosenergo decided to increase its
share in the authorised capital of 000 OGK -
Invest Project to 95% (minutes of the meet-
ing of the Board of Directors No. 8 dated 29
November 2012).

e On 30 October 2013, OAO Mosenergo ac-
quired a 65% share in the authorised capital
of 000 Teploenergoremont under a sale and
purchase agreement.

e 0On 30 October 2013, OAO Mosenergo ac-
quired a 72% share in the authorised capital
of 000 Teploenergoremont Moscow under a
sale and purchase agreement'”.

In January 2013 OAO OGK-2 expanded its
business by commissioning the Adlerskaya
TPP that successfully supplied electricity
and heat to the sports and tourist infrastruc-
ture facilities in Sochi. The commissioning
of the Adlerskaya TPP increased electricity
and heat generation by OAO OGK-2, result-
ing in expansion of its business. However,
OAO OGK-2 is an operator (lessee), with
000 Gazprom Investproject being the own-
er (lessor) of the Adlerskaya TPP.

No significant business expansion took
place at OAO TGC-1 in 2012-2013.

Fig. 15. Denis Fedorov, CEO of
Gazprom Energoholding, takes part
in the Olympic Torch Relay
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000 Gazprom Energoholding also contributed to the expansion of Gazprom
Group’s electric energy business in 2012-2013:

¢ In September 2013, 000 Gazprom Energoholding completed acquisition
of 89.98% in OAO MOEK and the assets serving to the Moscow heat energy
infrastructure and leased from the Government of Moscow by OAQO MOEK. The
tendered asset value was RUB 98.6 hillion. Acquisition of shares and assets of
0AO MOEK would give the Group synergies in reduction of fuel consumption by
the Moscow heating system by redirecting loads from 0AO MOEK’s hoilers to
0AO Mosenergo’s power plants and more efficient heating system management.
0AO MOEK and OAO Mosenergo jointly account for 90% of heat energy generated

and distributed in Moscow.

Capital structure

To finance a large-scale investment pro-
gramme, OAO OGK-2 arranged an additional
issue of shares, completed on 26 April 2013.
Within the additional issue, OAO OGK-2
placed 51.1 billion or 46.47% of additional
shares, worth RUB 23 billion. As a result, the
shares held by the shareholders in the autho-
rised capital of OAO OGK-2 changed as fol-
lows:

— the share held by 000 Gazprom En-
ergoholding (including through its subsidiary
OAO Tsentrenergoholding) increased from
57.25% t0 77.07%,

—the share held by ZAO Inter RAO Capital,
decreased from 5.7% 10 3.06%.
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No significant changes occurred in the
capital structure of OAO Mosenergo and
0AOQ TGGC-1.

Locations of major suppliers and terms of
supply agreements

To streamline fuel sourcing,
OAO Mosenergo entered into a natural gas
supply agreement with OAO NOVATEK on 5
December 2012. The agreement provides
for annual supply of 9,050 mmcm of gas to
OAO Mosenergo’s power plants in 2013-
2015. The total amount to be supplied over
three years will thus exceed 27 bcm. Under
the agreement, the gas is priced accord-
ing to an order by the Federal Tariff Service

Fig. 16. TPP-21

of Russia that sets the minimum wholesale
gas price for the region’s industrial con-
sumers. The estimated agreement price
until 2015 does not exceed RUB 121 bil-
lion.

In 2013, Kirishskaya GRES, a branch of
0AO OGK-2, acquired a valuable experi-
ence in maintaining CCGT-800 steam and
gas equipment comprised of two SGT5-
4000F gas turbines and two Sgen5-1000A
generators. In March 2013, lengthy nego-
tiations finally led to a long-term contract
for maintenance of that equipment until
2025. It is an innovative unit comprising
cutting-edge equipment including that of
foreign manufacturers, which required

new flexible approaches to its maintenance
and repair. The experience gained during
contract execution and equipment main-
tenance provided a solid framework to
make similar contracts at Cherepovetskaya
GRES and Serovskaya GRES, branches of
0AO 0OGK-2.

A key task in 2013 was to arrange main-
tenance of the Adlerskaya TPP, a cutting-
edge steam and gas cycle power plant. The
power plant is fitted with the most advanced
equipment and consists of two autonomous
CCGT-180 units, each comprising two gas
turbines manufactured by Ansaldo Energia
(Italy) and a steam turbine manufactured
by OAO Kaluga Turbine Works (Russia).

Timely executed maintenance agreements
and a number of operating decisions en-
abled reliable and seamless operation of the
Adlerskaya TPP during the Winter Olympic
and Paralympic Games and, thus, success-
ful supply of electricity and heat to Sochi,
sports and tourist facilities, and at the same
time maintain warranties for the equipment
at the Adlerskaya TPP.

No significant changes in terms of supply
agreements or locations of major suppliers
occurred at 0AO TGC-1.
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Fig. 17. Meeting during Gazprom Energoholding Investor and Analyst Day, Saint-Petersburyg,

May 2012

Sustainability of generating companies di-
rectly depends on the quality of stakeholder
relations. We strive to maintain open dialogue
with all stakeholders, as we believe that our
companies have influence on are influenced
by them to the same extent. We believe that

responsibility, openness, and due respect for
the interests of all stakeholders during the
decision-making process are a prerequisite
for efficient interaction between us.

We unite representatives of stakeholders
that are most closely connected with busi-

Stakeholder Relations
Key stakeholder groups

nesses of our companies into the following
groups:
e Investment community (shareholders, in-
vestors, and analysts),
e (Capital suppliers (lenders and rating agen-
cies),
e Local communities (local population, civil
society organisations and local authorities),
e Customers (wholesale heat, electricity,
and capacity buyers, including guarantee-
ing suppliers and major industrial consum-
ers),
e Government of the Russian Federation and
sectoral regulatory authorities and organisa-
tions, as well as ministries, agencies and re-
gional executive authorities,
e Environmental organisations,
e (Goods and service suppliers,
e Employees and trade unions.

Key principles we were guided by when
determining these groups were:
e their shared interests and expectations
from our companies,
e the nature of their impact on the achieve-
ment of our companies’ strategic goals,
e tools that we use to interact with them.

G4-24
G4-25
G4-18

Fig. 18. Meeting during Gazprom Power Generation Day, November 2012

@ GAZPROM
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Ways of stakeholder interaction

Stakeholders and topics of interest

Forms of interaction

Frequency of interaction

Investment community (shareholders and
investors)

Topics of interest:

« financial and performance indicators,

« investment programmes,

« dividend policy,

« shareholder value increase;

« production efficiency increase and cost
reduction,

« business development strategy,

* M&A.

General shareholders meetings of 0AO Mosenergo, OAO TGC-1 and OAO OGK-2, where
all most important matters related to the companies' businesses are discussed.

Annual meetings of shareholders of OAO Mosenergo, OAO TGC-1 and OAO OGK-2 are held once a year.
In addition, one extraordinary meeting of shareholders of OAO Mosenergo and two extraordinary meet-
ings of shareholders of OAO TGC-1 were held in 2012-2013.

The Boards of Directors and committees of the Boards of Directors of 0AO Mosenergo,
OAOQ TGC-1, and OAO OGK-2 as a forum for ongoing interaction with major represented
shareholders in the form of consultations, search for compromises, and finding com-
mon grounds for the most topical issues,

On a regular basis subject to the established corporate procedures.

Task forces on individual matters related to the Group's strategic development (M&A),
involving representatives of minority shareholders.

We have a practice of setting up ad hoc task forces involving minority shareholders to draft resolutions
on such matters (e.g. merger of 0AO OGK-2 and OAO OGK-6).

Regular IR campaigns, including meetings between the management of 000 Gazprom
Energoholding, OAO Mosenergo, OAO TGC-1 and OAO OGK-2 and representatives of
shareholders, investors and analysts.

On a regular basis, we hold annual:

« Gazprom Investor Day,

« Gazprom Energy Day,

« Gazprom Energoholding Investor and Analyst Day.

Regular conferences calls are held to discuss IFRS results of OAO Mosenergo, OAO
0GK-2 and OAO TGC-1.

In 2012-2013, the following activities were held:

« 7 conference calls to discuss the financial results of 0AO Mosenergo,
« 6 conference calls to discuss the financial results of 0AO TGC-1,

« 5 conferences calls to discuss the financial results of 0AO 0GK-2.

One-off meetings, both one-on-one and in small groups, held with shareholders, ana-
lysts, and investors of 000 Gazprom Energoholding, OAO Mosenergo, OAO TGC-1 and
OAO OGK-2 at events organised by investment funds and banks.

In 2012, meetings were held:

« with 18 shareholders, analysts, and investors during the Russia Forum on 30 January—1 February 2012;
« with 8 shareholders, analysts and investors during Morgan Stanley Utility Trip on 22 March 2012,

« with 23 shareholders, analysts, and investors during Morgan Stanley Utility Trip on 22 March 2012;

In 2013, meetings were held:

« with 23 shareholders, analysts, and investors during the Russia Forum on 16-17 April 2013,

« with 6 shareholders, analysts and investors during the Renaissance Capital’s 17th Annual Investor
Conference on 24 June 2013,

« with 18 shareholders, analysts and investors during the RUSSIA CALLING! VTB Investment Forum on
1-3 October 2013.

Disclosures on the websites of 000 Gazprom Energoholding, OAO Mosenergo, OAO
TGC-1, and OAO OGK-2 and personalized circulation of information in accordance with
Russian laws, and submission of all information required by foreign laws to the deposi-
tory banks of our companies.

Website disclosures are updated with new data subject to mandatory disclosure in accordance with Rus-
sian laws, as they appear.
Information is transferred to foreign depository banks on a regular basis and upon request.

Disclosures of presentations and information materials not subject to mandatory publi-
cation under the laws but providing clarifications or reference on websites of 000 Gaz-
prom Energoholding, OAO Mosenergo, OAO TGC-1, and OAO OGK-2 and personalized
circulation for convenience of shareholders, analysts, and investors.

IR campaigns, preparation of all reports, and other corporate events which we believe could be of inter-
est to shareholders, analysts, and investors, are covered on websites of our companies by publication of
presentations and information materials, including press-releases.
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Stakeholders and topics of interest

Forms of interaction

Frequency of interaction

Calls, management meetings and disclosure of information.

Upon request of shareholders, analysts or investors — upon request of shareholders (up to several times
a week).

Companies additionally interact with major shareholders when preparing for the meetings of the Board
of Directors or committees of the Board of Directors, or General Shareholders Meeting, including dis-
cussion and submission of proposals by shareholders to be introduced in the agenda of such meetings,
as well as nomination of candidates to the governing bodies and their committees.

Capital suppliers (lenders and rating
agencies)

Topics of interest:

« financial and performance indicators,

« investment programmes,

« debt indicators and debt portfolio struc-
ture,

« borrowing policy,

« business development strategy,

* M&A.

Meetings between the management of OAO Mosenergo and OAO TGC-1 and represen-
tatives of rating agencies, and disclosure of all requested information.

For OAO Mosenergo: annually, when ratings assigned by Standard & Poor's and Fitch Ratings are
changed or confirmed.

For OAO TGC-1: one-off interaction during the reporting period (2012-2013) when the ratings assigned
by RusRating were changed or confirmed. Since 27 March 2014, RusRating no longer assigns its credit
rating to OAO TGC-1.

Negotiations at offering bonds or making bank loans.

One-off basis.

Negotiations within Gazprom Group regarding intragroup loans.

One-off basis.

Regular publication of reports on the Group companies' performance.

Reports published by OAO Mosenergo, OAO TGC-1, and OAO OGK-2 on an annual and quarterly basis
include information on their financial condition, liabilities and potential risks.

Local communities (local population,
civil society organisations, and local
authorities)

Topics of interest:

« uninterrupted heat and electricity sup-
ply,

« compliance with environmental norms
and standards,

« energy saving and energy efficiency,

« compliance with safety standards and
rules,

 new jobs and salary levels,

« taxes,

« charity,

« joint activities with public organisations
and local authorities,

« contribution to the development of local
infrastructure,

« business development.

Involvement in expert consultations, meetings, and task forces on regional develop-

ment, established by municipal authorities.

On a regular basis.

Regular information meetings with the public authorities in the regions where the Group

companies are present.

On a regular basis.

Public consultations.

At the inception of each construction of new industrial facilities.

Regular publication of reports on the Group companies' performance.

Reports published by OAO Mosenergo, OAO TGC-1 and OAO OGK-2 on an annual and quarterly
basis include information on the investment and social projects implemented by our companies,
including projects aimed to promote development of the regions where our production facilities are
located.

Cultural and awareness raising events to increase local awareness of:

« heat and electricity production,

« operations of our companies in relevant regions,
« ways to improve energy efficiency and safety,
« emergency procedures connected with operation of our facilities.

Our generating companies, i.e. OAO Mosenergo, OAO TGC-1 and OAO OGK-2, organise (each in the
region where it operates) such events on a monthly basis and also participate in events held by local
authorities and public organisations.

Publication and circulation through the media of information affecting interests of the All decisions and all events which as we believe can be of interest to local communities in the regions
local population, other companies, and local authorities in the regions where the Group where the Group companies operate are covered by publication of information materials, including press
companies operate on websites of 000 Gazprom Energoholding, OAO Mosenergo, OAO releases.

TGC-1, and OAO OGK-2.
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Stakeholders and topics of interest Forms of interaction Frequency of interaction

Customers (wholesale heat, electricity, Interaction with wholesale buyers on matters related to connection, sale, and purchase On a regular basis in accordance with the existing contracts.
and capacity buyers, including guaran- of heat, electricity, and capacity under standard agreements or under free bilateral con-
teeing suppliers and major industrial tracts through the intermediary Trading System Administrator and System Operator.
consumers)

Topics of interest:

 uninterrupted heat and electricity

supply,

« performance indicators,

« investment programmes,

« connection terms,

« efficiency improvement,

« business development strategy.

Government of the Russian Federation, Participation in the meetings of the Government Commission on the Fuel and Energy Gazprom Group’s management jointly with regulatory authorities carry out ongoing work to streamline

sectoral ministries and agencies, and Complex and the Conciliation Committee under the Ministry of Energy. the existing regulation and develop a deregulated electricity market.

regional executive authorities Interaction with organisations that determine the rules of operation of the Russian heat In its relations with the Government of the Russian Federation and sectoral regulatory authorities at dif-
Topics of interest: and electricity market (Federal Antimonopoly Service, Federal Tariff Service, Ministry ferent levels, Gazprom Group’s management is guided by the commercial interests of the Group, and
« uninterrupted heat and electricity of Economic Development, etc.), as well as with the Trading System Administrator and seeks to negotiate the most economically beneficial conditions for our generating companies in terms
supply, System Operator. of tariff, tax, and other regulations.

« performance and financial indicators, Cooperation with the Supervisory Board of NP Market Council and with the Supervi-

« investment programmes, sory Council of NCP Council of Power Producers.

« efficiency improvement,
« business development strategy,

« M&A.

Environmental organisations Environmental management system (EMS) certification at the production sites of OAO Extension of EMS standards (ISO 14001:2004) to all generating capacities of our companies is ongoing.

Topics of interest: Mosenergo, OAO TGC-1, and OAO OGK-2. Several power plants pass certification every year. 6415

* compliance with environmental NOrMS  pyyjic consultations involving environmental organisations. At the inception of each construction of a new facility at our company's sites we hold public consulta- |—

and standards,

e . tions involving environmental organisations.
« mitigation/increase of all types of envi-

ronmental impact, Environmental audits and publication of environmental reports. Independent audit reports on compliance with the international environmental management stan-
« environmental programmes and cam- dards are published annually on the web-sites of 0AO Mosenergo, OAO TGC-1 and OAO OGK-2.
paigns,

« investment programmes,
« energy efficiency improvement,
« business development strategy.

@ GAZPROM
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Stakeholders and topics of interest

Forms of interaction

Frequency of interaction

Goods and service suppliers

Topics of interest:

« creditworthiness,

« procurement regulations and transpar-
ency,

« environmental, technical, and other
sourcing rules and standards,

« investment programmes,

« business development strategy.

Disclosure of a complete set of information on procurement and the sourcing procedure
simultaneously and equally for all potential suppliers.

Each time any of our companies holds a tender we post invitations to bid at http://zakupki.gov.ru/ and in
GazNeftetorg.ru trading system (http://www.gazneftetorg.ru/), as well as on the website of the relevant
company.

Application of universal sourcing requirements and criteria in accordance with the rel-
evant international standard, which ensures a fair selection process and equal opportu-
nities for all potential suppliers.

We use IS0 9001:2008 as a universal criterion to assess reliability and good faith of potential sup-
pliers.

When any of our companies organises procurements in sensitive areas of business, the procure-
ment committee of the relevant company is involved in the decision making process to select a
supplier.

Disclosure of information on the total number and value of contracts made through the
procurement process.

All information about previous procurements of goods and services is stored in the relevant sections on
our companies' websites

Employees and trade unions

Topics of interest:

e uninterrupted heat and electricity
supply,

« compliance with environmental norms
and standards,

« compliance with safety standards and
rules,

» new jobs and salary levels,

« social security and healthcare,

« professional growth and development
opportunities,

« corporate culture,

« business development,

collective bargaining agreements,

employee incentive schemes,

professional training and skill development,

occupational safety, mandatory medical examinations, work place certification, on-the-
job safety briefings,

sporting and cultural events,

Employee social security: voluntary medical insurance, recreation for employees and
their family members, accident insurance, non-state pension schemes.

We are consistently interacting with trade unions, maintain employee training and skill development
programmes, and use all employee social security engines.

Sporting and cultural events are held from time to time to reinforce the Group’s corporate culture.
Occupational safety activities are held in accordance with Russian laws.

We did not take any additional measures
to reinforce stakeholder relations, wheth-
er internal or external for our companies,
specifically for the purposes of this Sus-

tent building of stakeholder relations and,
therefore, use all interaction tools which
we believe to be relevant and efficient on
a reqular basis.

tainability Report. We believe in consis-
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At our companies, risk management in-
cludes regular risk identification, analysis
and prevention, as well as mitigation of pos-
sible negative consequences.

In making decisions related to risk man-

Organisation’s approach to risk management

agement, activity planning or business de-
velopment, we are guided by internationally
recognised Principle 15 of the Rio Decla-
ration on Environment and Development,
United Nations, 1992: “Where there are

threats of serious or irreversible damage,
lack of full scientific certainty shall not be
used as a reason for postponing cost-ef-
fective measures to prevent environmental
degradation.”

We understand that our generating
companies are not only exposed to in-
ternal and external risks, but also may
expose our stakeholders. Therefore, we
undertake similar steps with respect to

similar exposures of key stakeholders
which may arise out of operations of our
companies.

Risks

Affected stakeholders

Measures taken

Risks related to the electricity and capacity market operation and heat supply to consumers

G4-2
G4-14

G4-27

Decreased electricity and heat demand due to a decline in pro-
duction in Russia caused by the economic crisis and energy sav-

ing measures.

« shareholders, investors,

« local population,

« creditors and rating agencies,

« goods and service suppliers,

« employees.

Implementation of programmes to improve operating efficiency;
Long-term electricity and heat supply contracts.

Change in electricity prices in the unregulated market, accompa-
nied by an uncertainty and heat tariff restrictions in connection
with the dependence on the decisions of tariff regulation authori-

ties.

« hareholders, investors,

« local population,

« creditors and rating agencies,

« wholesale heat, electricity, and capacity buyers,

Long-term electricity and heat supply contracts.
Active work within NP Market Council and NP Trading System Administrator.

Change in prices for energy carriers, services (including repair),

materials and equipment.

« shareholders, investors,

« creditors and rating agencies,

« local population,

« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-

ers and major industrial consumers,
« goods and service suppliers.

Timely optimisation of fuel balance structure and proactive enabling measures.
Implementation of production cost reduction and fuel saving programmes (including

commissioning of CCGT units).

Medium-term agreements with suppliers at fixed prices stated in business plans.

Maintenance of reserve fuel stock (coal and fuel oil) at power plants to support extra fuel
consumption, if necessary, and avoid large-scale one-off purchases.
Optimisation of repair & operation and capital construction costs.

Tender-based supplier selection.

Risk of non-payments for electricity
and heat.

« shareholders, investors,

« creditors and rating agencies,
« local population, civil society organisations and local authorities,

« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-

ers and major industrial consumers,
« sectoral regulatory authorities.

Work in the Commission for Payments in the Wholesale Electricity and Capacity Market,
preparation of proposals on improvement of payment discipline in the wholesale elec-

tricity and capacity market.

For regular non-payers — heat supply limitations (it is possible only in retail markets;

Gazprom Energoholding may not be involved; it can be done only after a number of no-
tices and only with respect to facilities other than socially significant facilities or facilities
that can not be disconnected by virtue of law).

Specific production and technical risks

Accidents due to wear and tear of fixed assets.

« shareholders, investors,

« local population, civil society organisations and local authorities,

« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-

ers and major industrial consumers,
« sectoral regulatory authorities,

« environmental organisations,

- employees and trade unions.

Timely repair and modernisation, upgrading, and retrofitting.
Implementation of an investment programme providing for construction of new facilities

at the existing power plant sites.

Gradual decommissioning of old facilities.
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Risks

Affected stakeholders

Measures taken

Failure to meet contractual obligations by contractors and part- e local population, civil society organisations and local authorities,
ners in terms of deliver periods and quality of raw materials and e« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-

components or services.

ers and major industrial consumers,
« environmental organisations,
- employees and trade unions,

Reinforcement of the preliminary counterparty risk analysis system.
Control of fulfilment of obligations by counterparties.

Risks of weather conditions, seasonal water content changes.

« shareholders, investors, and analysts,

« creditors,

« wholesale heat, electricity, and capacity buyers,
« goods and service suppliers,

« employees and trade unions.

Our companies are not in full control of this risk. Nevertheless, we take it into account
during planning and strategic decision making.

Competition with more efficient

electricity producers, including those using
innovative technologies, in the context of a
liberalised market.

« shareholders, investors,

« creditors and rating agencies,

« wholesale heat, electricity, and capacity buyers,
« sectoral regulatory authorities,

« environmental organisations,

« goods and service suppliers,

« employees and trade unions.

Implementation of programmes to improve operating efficiency.
Timely repair and modernisation, upgrading and retrofitting.
Additional employee training and development.

Increased future competition after all energy companies complete
their investment programmes, including the risk of distribution
grid expansion, which will make “locked” capacities of energy
systems in the Murmansk Region (Kola Nuclear Power Plant) and
Siberia accessible by a wider range of consumers in the first pric-
ing zone.

« shareholders, investors,

« creditors and rating agencies,

« wholesale heat, electricity, and capacity buyers,
« sectoral regulatory authorities,

« goods and service suppliers,

« employees and trade unions.

Implementation of programmes to improve operating efficiency.
Timely repair and modernisation, upgrading and retrofitting.
Long-term electricity and heat supply agreements.

Government regulation risks

Decisions by the government authorities to freeze or limit elec-
tricity and heat tariff growth or approve tariffs below the costs
incurred by our companies.

« shareholders, investors,
« creditors and rating agencies,
« wholesale heat, electricity, and capacity buyers,

« | Government of the Russian Federation and sectoral regulatory authorities.

Active interaction with the Federal Tariff Service of Russia, regional energy commis-
sions, and fuel and energy committees in regions and cities, where our companies have
generating facilities, to ensure approval of reasonable tariffs

Amendments to regulations governing activities of energy sector
players, including the rules governing the wholesale electricity
and capacity market, as well as regulations on heat supply and
utilities.

« shareholders, investors, and analysts,
« creditors and rating agencies,

« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-

ers and major industrial consumers,

« Government of the Russian Federation and sectoral regulatory authorities.

Involvement in drafting of regulations and regulatory impact assessment of draft regula-
tions; development of a consolidated position of generating companies on amendments
to wholesale market rules within NCP Council of Power Producers, and communication
of this position to the authors of draft regulations.

Risks of changes in the requirements to licensing of our compa-
nies’ core activities or rights to use items

with limited circulation (including

natural resources).

« shareholders, investors, and analysts,
« creditors and rating agencies,

Upon expiration of licenses or in case of changes in licensing requirements, 0AO OGK-
2 will take all possible steps to maintain current or obtain new licenses and will also

« local communities (local population, civil society organisations and local au- perform all actions necessary to align its activity with the new licensing requirements.

thorities),

« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-

ers and major industrial consumers,

« Government of the Russian Federation and sectoral regulatory authorities,

« environmental organisations,
« goods and service suppliers,
« employees and trade unions
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Risks

Affected stakeholders

Measures taken

Risks of changes in Russian legislation, specifically in tax and
civil laws.

« shareholders, investors, and analysts,

« creditors and rating agencies,

« local communities (local population, civil society organisations and local au-
thorities),

« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-
ers and major industrial consumers,

« Government of the Russian Federation and sectoral regulatory authorities,

« environmental organisations,

« goods and service suppliers,

- employees and trade unions.

Timely review of changes in taxation and legislation, and respective adjustment of cor-
porate procedures and processes.

Risks during implementation of investment projects

Risks of financial and reputational losses during investment
project implementation:

« shortage of funds to ensure full project financing,

- project implementation delays and related sanctions imposed
on the companies in accordance with the CSA terms and condi-
tions,

« unexpected increase in costs and deterioration of the approved
project parameters,

« compliance of the projects implemented with the standards and
requirements of regulatory authorities.

« shareholders, investors,

« creditors,

« local population and local authorities,

« wholesale heat, electricity, and capacity buyers, including guaranteeing suppli-
ers and major industrial consumers,

« Government of the Russian Federation and sectoral regulators,

« environmental organisations,

« goods and service suppliers,

- employees and trade unions.

Selection of sources of finance for investment programmes.
Improvement of organisation and supervision of work by everyone engaged in invest-
ment project implementation.

Tough penalties for a failure to meet critical investment project milestones incorpo-
rated in agreements with suppliers and contractors.

Detailed designing of technical solutions to be used.

Risks related to financial markets

Interest risk.

« shareholders, investors,
« creditors,
« goods and service suppliers.

Raising of short- and long-term loans subject to optimal loan portfolio structure and
value.
Issue of bonds subject to a favourable market situation.

Inflation:

« decreased real value of receivables in case of deferred or de-
layed payments,

e increased interest payable,

e increased cost of goods and services purchased,

« decreased real value of funds raised to implement an investment
programme.

« shareholders, investors,

« creditors and rating agencies,

« goods and service suppliers,

« Government of the Russian Federation and sectoral regulatory authorities,
« employees and trade unions.

Efforts to ensure approval of reasonable tariffs for the companies, subject to govern-
ment limitations.
Internal cost reduction.

Foreign exchange risk.

« creditors and rating agencies,
* goods and service suppliers.

Maintaining an open currency position as minimized as possible.
Revision of plans for purchasing imported goods in foreign currencies.

Risk of outflow of foreign speculative capital in case of an un-
stable political and economic situation, market downturns or eco-
nomic development deceleration.

« shareholders, investors,
« creditors and rating agencies.

Our companies are not in full control of this risk. However, we take proactive steps to
increase shareholder value of our companies and ensure stable share prices.
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Risks

Affected stakeholders

Measures taken

Environmental risks

Risk of environmental damage or pollution with subsequent civil
liability and the need to take steps
to rectify such damage.

« shareholders, investors,

« creditors and rating agencies,

« local communities (local population, civil society organisations and local au-
thorities),

« sectoral regulatory authorities,

« environmental organisations.

Control of activities to ensure compliance with Russian and international environmental
standards.

Employee training to respond to any emergency that can cause environmental dam-
age at generating facility sites, including joint exercises with the Federal Fire Service of
EMERCOM of Russia, ambulance service, and special rescue teams.

Asset upgrading and retrofitting, and production process adjustment to reduce environ-
mental impact during normal operation.

Environmental liability insurance.

Sacial risks
Risk of terrorist attacks at our generating facilities. « shareholders, investors, Counter-terrorism activities in accordance with Russian statutory requirements.
« creditors, Property and personnel insurance.
« local communities (local population, civil society organisations and local au-
thorities),

« Government of the Russian Federation,
« environmental organisations,
« employees and trade unions.

Risks connected with production failures and accidents caused
by human error.

« shareholders, investors, and analysts,

« creditors and rating agencies,

« local communities (local population, civil society organisations and local au-
thorities),

« customers (wholesale heat, electricity, and capacity buyers, including guaran-
teeing suppliers and major industrial consumers),

« Government of the Russian Federation and sectoral regulatory authorities,

« environmental organisations,

« employees and trade unions.

Commercial insurance of property, civil liability of owners of hazardous production and
hydraulic facilities, vehicles, etc.

Careful personnel selection against the required set of qualifications.

Personnel briefing, training, and development (including special simulator training).
Control of compliance with safety rules and work discipline.

Corruption risks and risks of conflict of interests.

« Goods and service suppliers,
« Employees and trade unions.

Internal control to ensure no conflict of interests arises during procurement, contract-
ing, and recruitment.
Implementation of the Code of Corporate Ethics by 000 Gazprom Energoholding, and its
roll-out across all companies of Gazprom Energoholding Group.

Establishment and operation of the Corporate Ethics Commission by 000 Gazprom
Energoholding.
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Economic Sustainability

Management's approach to ensure economic sustainability within the organisation and investment decision-making

Since our generating companies are main heat
and electricity suppliers to both households and
industrial enterprises in the regions where they
operate, their economic sustainability affects not
only their shareholders, investors, creditors, sup-
pliers and employees. Economic sustainability of
our companies has an important social effect on all
heat and electricity consumers.

To ensure economic sustainability of our gen-
erating companies, we implement programmes
aimed at streamlining costs and improving financial
performance:

e Lean Production programme,

e Personnel cost optimisation,

e Relatively fixed costs optimisation,

e Upgrading and retrofitting programme optimisation,
e Repair and capex programmes optimisation,

e Shareholder value increase programme.

Our key objectives include optimisation of all
cost items (variable, relatively fixed, capex) and
improvement of asset performance. The cumulative
effect of such programmes on EBITDA of the gen-
erating companies totalled RUB 4.5 billion in 2012
and RUB 4.1 billion in 2013.

For the first time ever, we tested the globally
recognized lean production scheme at O0AO
Mosenergo. To adapt foreign experience to the
specifics of our companies and incorporate it locally,
we developed the Lean Production programme
in cooperation with McKinsey & Company 's
consultants. The programme covered various aspects
of the Company's operation, from the organisational
structure of its production divisions and HR policy to
procurement, and we continue its deployment and
development. Currently, 0AQO TGC-1 is implementing
such programme at its generating sites.
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Economic effect of cost optimisation and financial performance improvement programmes on EBITDA of our generating companies

EBITDA The key effect was driven by the following activities
increase, RUB
billion
2012.
0AO Mosenergo 0.7 « Lean Production programme;
« Headcount optimisation;
« SAP deployment;
« Reduction of prices through tenders.
0AOQ TGC-1 1.3 « Shareholder value increase programme (cost optimisation, lean production, disposal of non-core assets);
« CSA investment programme optimisation;
« Automatic commercial electricity metering system;
« Retrofitting programme curtailment.
0AO OGK-2 2.5 « Synergy through consolidation of 0GK-2 and OGK-6;
« Cost reduction plan;
« Centralised coal procurement, service outsourcing;
« Headcount and transportation cost reduction.
2013
OAO Mosenergo 1.5 « TPP-28 shut-down (savings on salaries, contributions to extra-budgetary funds, repair costs and fuel consumption due to cost reduction after
load shift to TPP-21);
« Road transportation and vehicle-related cost optimisation;
« Reduction of costs related to materials, repair and operation, security, fire safety (abandonment of fire stations), and insurance;
« Activities to improve investment efficiency;
« Disposal of non-core assets.
0AO TGC-1 1.8 « Reduction of excessive downtime during overhaul, intermediate or current repair;
« Procurement system optimisation;
« Reduction of production costs connected with repair of equipment, buildings and structures, as well as expenses for water supply, consumables, etc.,
« Non-production cost reduction (travel expenses, subscription expenses, cleaning, IT services, rent, insurance, advertising and marketing);
« Sales efficiency improvement;
« Inventory stock reduction at the warehouses of OAO TGC-1 and centralisation of warehousing facilities at the structural divisions;
« Disposal of non-core assets.
0AO 0OGK-2 0.8 « Organisational structure unification and headcount optimisation, variable salary reduction;

« Reduction of insurance contributions to extra-budgetary funds;

« Fuel balance optimisation and improvement of process fuel procurement efficiency;

« Savings during procurements;

« Non-production cost reduction (travel expenses, telephone expenses, IT services);

« Improvement of efficiency of sales and implementation of energy security enhancement plans (inter alia, through controlling power range ad-
justment, including lower limit reduction to 105 MW and upper limit increase to 220 MW for the power generating units of Pskovskaya GRES);

« Disposal of non-core assets.
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According to GRI 4.0 methodology, economic value distributed includes the

following components:

e operating costs - amounts paid to counterparties for materials, product
components, equipment and services, or as lease fees, license fees, commission,
royalty or payments made to contract workers, etc;

e payroll and other payments and benefits - payroll, payments to the government
authorities on behalf of employees (taxes, charges, contributions to the
unemployment insurance fund), as well as pension and insurance contributions,
employee healthcare costs, severance payments, and other forms of employee

support;

e payments to providers of capital - dividends to shareholders of all classes
and interest paid to creditors. Since our companies' shareholders include federal
territories and municipalities, the amount payable to them was reflected in the

“budget payments” item;

¢ hudget payments - all taxes payable by the organisation, except for deferred taxes.
Since our companies' shareholders include federal territories and municipalities,
this amount also includes dividends payable to them;

e community investments - donations to charities and non-governmental
organisations or research institutions, costs incurred to maintain public
infrastructure, and direct financing of social programmes, cultural and awareness

raising events.

Financial performance of our generating
companies is disclosed in the Sustainability
Report in accordance with the GRI 4.0 meth-
odology. All financials presented in this re-
port are based on the audited consolidated
financial statements of OAO Mosenergo,
OAO TGC-1 and OAO OGK-2 prepared in ac-
cordance with the International Financial Re-
porting Standards (IFRS). Our financial and

accounting statements are further disclosed
on the official websites of our generating
companies:

OAO Mosenergo — http://www.mosenergo.
ru/catalog/281.aspx

OAO TGG-1 - http://www.tgc.rufir/re-
ports/

OAO OGK-2 - http://www.ogk2.ru/rus/si/
finances/

RUB million Mosenergo TGC-1 0GK-2
2012 2013 2012 2013 2012 2013
Net sales 157,139 156,663 62,168 69,853 104,213 111,976
Income from financial 1,608 614 191 188 122 339
investments
Income from asset dis- 1,249 554 672 10 13 22
posals
Direct economic value 159,996 157,831 63,031 70,051 104,348 112,337
generated
RUB million Mosenergo TGC-1 0GK-2
2012 2013 2012 2013 2012 2013
operating expenses 101,499 107,449 40,762 43,879 78,831 85,902
payroll and other pay- 8,594 9,902 6,544 6,794 7,012 7,371
ments and benefits
payments to providers 1,931 3,991 2,014 2,952 2,220 1,823
of capital
budget payments 3,668 2,609 992 1,042 3,311 3,079
community invest- - - 20 18 4] 9
ments
Economic value dis- 115,692 123551 50332 54285 91,379 98,184
tributed
RUB million Mosenergo TGC-1 0GK-2
2012 2013 2012 2013 2012 2013
Direct economic value 159,996 157,831 63,031 70,051 104,348 112,337
generated
Economic value dis- 115,692 123,551 50,332 54285 91,379 98,184
tributed
Economic value re- 44,304 34280 12,699 15766 12,969 14,153

tained

According to GRI 4.0
methodology, direct economic value
generated includes the following
components:

e net sales, i.e. gross sales less
returns, discounts and write-offs;

¢ income from direct investments,
i.e. proceeds in the form of interest
on financial loans, dividends on
shares, royalty or direct income from
the use of organisation's assets (e.g.,
property lease);

¢ income from disposal of assets, i.e.
proceeds from disposal of tangible
or intangible assets.

Based on GRI 4.0 methodology.
economic  value retained s
calculated as the difference between
direct economic value generated
and economic value distributed.
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In addition to external audit, the financial
performance of our generating companies
is also subject to internal controls of OAQO

Gazprom. Internal controls are essential to
protect the interests of shareholders and in-
vestors.

Increased demand from private, commercial, institutional, and industrial consumers EU10

G4-DMA
(paHee

The demand for electricity in Russia EU47)

tional consumers within their operating real estate, and industrial facilities. Currently,

Audit Boards of Audit
Commission l Directors Commitees

Internal Audit
{ Department } >[

Internal Audit
Division

Internal Audit
Subdivisions

C.QIH\ZPIIIIM

HGnzprom

ENERGOHOLDING

Subsidiaries

‘ Audit
Commission

Fig. 19. Internal controls for financial performance of Gazprom Energoholding Group's

generating companies

In their work, the employees of internal
audit divisions at Gazprom Energoholding
Group’s companies are guided by the Code
of Professional Ethics of the Internal Auditor.
Although the internal audit rules and mecha-
nisms used at our companies are rather ef-
ficient, we improve them continuously. New
revisions of the core documents were de-
veloped in 2013, based on OAO Gazprom’s
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common internal control and audit stan-
dards, to improve efficiency of the internal
audit departments at Gazprom Energohold-
ing Group’s companies.

Audit commissions were set up at
Gazprom Energoholding Group’s generat-
ing companies to oversee preparation of
accurate financial and accounting state-
ments.

is driven by economic growth and devel-
opment of regional energy saving pro-
grammes. Upon request of the System
Operator, our generating companies can
supply electricity and capacity to addi-

capacity.

The demand for heat mainly depends on
weather conditions, efficiency of energy sav-
ing measures, as well as on the scale of con-

new residential quarters are actively devel-
oped in the regions where our generating
facilities operate. Subject to their installed ca-
pacity, our companies are also ready to satisfy

struction of apartment buildings, commercial  the demand for heat from such consumers.

0AO Mosenergo considers penetration to new markets in new cities being built close to Moscow and within the New Moscow area

as a way to increase its heat sales.

In January 2013, an agreement was made to lease the heat supply infrastructure in the Khimki city district until 2038. This will
make it possible to ensure uninterrupted heat supply to the city district consumers from Mosenergo’s TPP-21 located in the north of
the capital and increase heat output in the combined operation mode. Heat load of 405 Gcal/h in Khimki and 200 Geal/h in Mytishchi
is expected to be transferred to Mosenergo’s TPP-21 and TPP-27 by 2025.

Medium- and low-capacity co-generation is to be launched in the New Moscow area. Facilities can be joined with power substations,
thus creating unified energy supply facilities, the so-called “energy complexes” that will also be able to generate cold (trigeneration),
if necessary. 10 energy complexes are expected to be developed with a total output of 1,446 MW of electricity and 2,318 Gcal/h of
heat. These energy complexes are: Kommunarka, Vatutinki, Kokoshkino, Moskovsky, Mosrentgen, Novofedorovskoye, Pervomayskoye,
Troitsk, Voronovo, and Rublevo-Arkhangelskoye.

Estimated total electricity demand in the
unified energy system (UES) of Russia is ex-
pected to reach 1,151.0 billion kWh by 2019,
which is 13.2% higher than electricity con-
sumption in 2012 (absolute growth of 134.5
billion kWh), with average annual growth
over the period of 1.79%. The highest elec-
tricity demand growth rates across the UES
of Russia are expected in 2014-2017 driven
by the planned extension and retrofitting of
production facilities at the existing sites and
expected commissioning of new production
facilities at major processing enterprises.
Lower electricity consumption growth rates
after 2017 are due to the expected upgrade
of industrial production, mostly energy-
intensive metallurgical industry, and due to
accelerated development of energy-saving
technology.

Master plan of electric energy facilities in the Russian Federation until 2030

360 4 GW
318
320 - Installed capacity needs, 295
base case scenario 975
280 -
234
240 - 213 173 GW
200 -
211 206
50 199
| 178
145
120 . . :
2008 2010 2015 2020 2025 2030

To implement the general plan, CHPPs will need RUB 10 trillion of investments in the

development of electric energy sector until 2030.

Fig. 20. Master plan of electric energy facilities location in the Russian Federation until 2030
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In our assessment of the future struc-
ture, heat generation and consumption
until 2030, we were guided by the Energy
Strategy of Russia for the period up to
2030. It takes into account deurbanisa-
tion that has already started, including
relocation of industrial production sites
outside of cities and rapid development of
detached houses (52-55% of all housing
commissioned), where heat will be sup-
plied mainly from autonomous sources.
The main growth of heat generation in the

centralised heat supply systems at com-
bined heat power plants can be achieved by
shifting heat loads of boiler houses (gen-
eration by CHPs will increase from 44% to
49-50%). In addition, it will increase the
use of waste-heat utilization plants and
renewable heat sources using geothermal
and solar energy, and biomass. As a result,
the share of heat generated by some boiler
houses in the centralised heat supply sys-
tem will decrease from 49% to 40%.

Decommissioning of inefficient facilities

Decommissioning of inefficient generation equipment, MW

In line with resolution of Gazprom's Board of Directors, in 2012-2013 we analysed
European and Asian electricity markets. In cooperation with external advisers from
Booz & Company and Boston Consulting Group we surveyed key countries in this
region in terms of prospects of development of their electricity markets and their
appeal for Gazprom Group. Detailed analysis captured European and Asian countries
including the markets of China, Japan, South Korea, India, Vietnam, Indonesia, and
Thailand. Based on the findings, four most promising countries in the Asian region
were identified for further research by Gazprom Group: Japan, China, India and
Vietnam.

Based on the study and modelling of the markets in the selected countries,
conclusions were made that, notwithstanding currently low margins and lack of
transparent mechanisms to encourage gas generation in the target countries, gas-
fuelled electricity generation has a huge potential in the future. Therefore, Gazprom
Group will continue the ongoing monitoring of Asian electricity markets to find
promising projects.

General analysis of all European electricity markets showed that a small growth of
gas generation is expected over the next 20 years in a difficult market environment.
Based on the study, four most promising countries were identified for consideration
by Gazprom Group, including Germany, United Kingdom, Turkey and Serbia.

Based on that work, a conclusion can be made that additional monitoring of the
situation around gas generation in Europe is needed to see whether conditions will
arise to ensure payback of such projects. At the same time there are certain individual
projects that may potentially be of interest for Gazprom Group to create additional

synergy.
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Power plant Equipment Decommissioned To be decommissioned
2012 2013 2014-2017
Mosenergo
HPP-1 Turbine Generator - - 76 MW
(TG) of Unit No. 26,
27,28, 29, 30, 31
TG of Unit No. 7F - - 10 MW
TPP-12 TG of Unit No. 1F - 6 MW -
TG of Unit No. 2F - 6 MW -
TPP-16 TGof UnitNo.1,2,3,4 — - 130 MW
TPP-20 TG of Unit No. 1,2,3 - - 90 MW
TPP-28 TG of Unit No. 1 - 25 MW -
TGC-1
Dubrovskaya CHP  TG-1 20 MW -
TG-2 - 50 MW -
Pervomayskaya 1G-1,2,7 110 MW - -
CHP
1G-3,4,5 - - 164 MW
Avtovskaya CHP  TG-1,2,3,4,5 - - 124 MW (provided that the capacity delivery system is retrofitted and
replacement heat generation capacity is commissioned)
Vlyborgskaya CHP  TG-1 - 27.5 MW
TG-2 - - 27.5 MW (provided that 1st stage 35/6 kW substation is retrofitted)
Apatitskaya CHP  TG-2, 5 - o7 MW -
Tsentralnaya CHP  TG-1 of ES-2 - - 20.5 MW
TG-1 of ES-3 - - 2 MW
TG-2, 5 of ES-2 - - 93 MW (provided that replacement heat generation capacity is commissioned)
0GK-2
Novocherkasskaya TG No. 8 264 MW - -
GRES
Troitskaya GRES ~ TG No. 9 - 485 MW -
TG No. 1, 2, 3. - - 255 MW (after retrofitting of the thermal power facilities at Troits-
kaya GRES, from 01 January 2017)
TG No.7 - - 278 MW (documents submitted for decommissioning from 01 January 2015)
Kirishskaya GRES TG No. 6 - 40 MW Decom-
missioned for
mothballing
Serovskaya GRES TG No. 1-8 - - 538 MW (provided that replacement heat generation capacity is
commissioned)
Krasnoyarskaya TG No. 5 - - 90 MW (from 01 January 2016)
GRES-2
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Fig. 21. TPP-16: Disassembly of Cooling
Tower No. 2

Not all generation facilities that
are inefficient in the owner’s view can
approved by the System Operator for
decommissioning due to the risk of
shortages in electricity or heat supply
to retail consumers. The owner must file
an application with the System Operator
to decommission the facility under its
dispatch control. The System Operator
considers the application, decides
whether to approve or reject it, notifies
the applicant about its decision, and then
submits its opinion to the Russian Ministry
of Energy. Where the System Operator
decides to reject a decommissioning
application, the relevant generation
facility should operate in the capacity
market as a “forced generator” and
should be treated on special terms in the
CCO procedure.
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Our generating companies implement
a large-scale investment programme that
provides for greenfield construction of
new facilities and retrofitting or techni-
cal re-equipment of existing generation
and auxiliary facilities. Our investment
efforts primarily focus on increasing the
shareholder value and enhancing the eg-
uity stories of Gazprom Energoholding’s
generating companies; ensuring reliable
uninterrupted electricity and heat sup-
ply to consumers, and mitigating the
adverse environmental impacts by our
power plants. The investment programme
of Gazprom Energoholding’s generating
companies provides for five core project
categories:
e Mandatory investment projects (e.g.
projects under Capacity Supply Agree-
ments (CSA) that are mandatory for imple-
mentation according to statutory require-
ments or requirements of supervisory
authorities;
e QOther strategic projects: related to the
overall business growth of generating
companies, e.g. construction of new units
(initiated by the company’s top manage-
ment and assessed based on a business
plan).
e Efficiency enhancement projects: designed
to additionally increase income or reduce op-
erating expenses and unrelated to capacity

Infrastructure investment projects

additions (assessed against a business plan
and technical criteria).

e Reliability enhancement projects: aimed
at ensuring a smooth operating process by
replacing worn-out equipment (triggered
by the breakdown risk level and assessed
against specific criteria depending on the
equipment type).

e Social and administrative projects: unre-
lated to core operations (triggered by and as-
sessed against qualitative criteria).

Investment projects for the construc-
tion of generation facilities under Capacity
Supply Agreements (CSA) are implement-
ed by Gazprom Group’s generating com-
panies pursuant to Instruction No. 1334-r
On Approval of the List of Generating Fa-
cilities That Will Be Used to Supply Ca-
pacity under Capacity Supply Agreements
of 11 August 2010. The responsibility for
implementing these projects is assigned
to the following generating companies of
Gazprom Group: OAO 0GK-2, 0AO Mosen-
ergo, OAO TGC-1.

On 01 January 2010, Gazprom Group’s
generating companies signed Agency Agree-
ments that, on the one hand, guarantee pay-
back from CSA investment projects, and,
on the other, impose fines on the generat-
ing companies for delays in commissioning
generating facilities (up to 25% of the invest-
ment project costs).

Fig. 22. TPP-16

The total commitment by Gazprom En-
ergoholding’s generating companies to com-
mission generating facilities under their ob-
ligations to supply capacity to the wholesale
market (the “CSA”) between 2008 and 2017
is 8.9 GW, or 29.7% of the combined CSA
commitments nation-wide. This implies that
Gazprom Energoholding is the largest inves-
tor in the Russian electricity sector.

000 Lukoil - Stavropolenergo, 0A0
E.ON -Russia and OAO Mosenergo
made it to the top three generating
companies of Q1 2012 in the quarterly

rating by Nonprofit Partnership
Market Council. The rating is built
based on companies' achievements
in financing their = mandatory
investment programmes under CSA.
Apart from quarterly data, it also
factors in targets through 2017.
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Capacity commissioning in the wholesale electricity and capacity market, MW (CSA capacity growth).

Commissioned

To be decommissioned

Power plant Equipment 2012 2013 2014-2017
Mosenergo
TPP-9 GTE-65 of Unit No. 1 - 64.8
TPP-12 CCGT-220 of Unit No. 1 - 220
TPP-16 CCGT-420 of Unit No. 8 - 420
TPP-20 CCGT-420 of Unit No. 11 - 420
TGC-1
Pervomayskaya CHP Unit No. 2 180 - -
Svetogorskaya HPP of the Vuoksa HPP Cascade Unit No. 4 30.5 - -
Unit No. 2 30.5 -
Pravoberezhnaya CHP 463 -
Lesogorskaya HPP of the Vuoksa HPP Cascade Unit No. 3 29.5 -
Tsentralnaya CHP Facility No. 13, 14 (GTU-CHP, ES-1 - 100
0GK-2
Kirishskaya GRES CCGT-800 540 - -
Adlerskaya TPP 2*CCGT-180 360 - -
Troitskaya GRES STU-660 - 660
Serovskaya GRES 2*CCGT-420 - 840
Novocherkasskaya GRES STU-330 - 330
Retrofitting of Unit No. 7 - -
Ryazanskaya GRES CCGT-330 - 60
Cherepovetskaya GRES CCGT-420 - 420

Most generating facilities are built us-
ing Combined Cycle Gas Turbine (CCGT)
technology solutions. CCGT units offer a
higher efficiency ratio (c. 58% on average)
as compared to gas turbine units (c. 35% on
average), resulting in lower specific operat-
ing expenses. CCGT is one of the greenest
technologies to date. This is mostly due to a
higher efficiency ratio, which reduces emis-
sions, and to the use of natural gas as fuel,
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which results in fewer emissions than fuel oil
or coal.

The total cost to implement all CSA projects
of Gazprom Energoholding Group’s generat-
ing companies is ¢. RUB 405 billion, includ-
ing RUB 314,734.6 million (or 78% of the total
cost of the facilities including VAT) already
used as of 31 December 2013, including:

e For OAO OGK-2: RUB 131,148.0 million or
70% financed,

e For OAO TGC-1: RUB 71,625.1 million or
85% financed; and

e For OAO Mosenergo: RUB 111,961.43 mil-
lion or 84% financed.

The budgeted allocations to finance Gaz-
prom Group’s investment programme for
2014-2016 amount to RUB 150.5 billion. For
the above period, capex is expected to reach
RUB 142 billion.

Fig. 23. Concreting of a cooling tower building at Troitskaya GRES

We are closely following the situation in regional energy markets across
Russia. After we meet our obligations under the mandatory investment
programme, we intend to continue the construction of new facilities, primarily
in regions with low electricity supply. For us, the key criterion for making a
decision to launch an investment project will be achieving returns at the level
not lower than our returns on CSA projects. In particular, one of such projects
is a boiler facility to be commissioned in Saint Petershurg as outdated facilities
at Pervomayskaya CHP are shut down. The internal rate of return for the project
is expected to be 24%.

@ GAZPROM




2012-2013 Sustainability Report by Generating Companies of Gazprom Energoholding

Economic Sustainability

Facility upgrade projects are another
promising investment area for us. We see
these projects as a good alternative to
greenfield projects in terms of both cost
and efficiency. On average, generation up-
grade projects, including advanced upgrade
projects where power plants switch from
surface condensers to CCGT units, lead to

Commissioning cost per 1 KW of capacity, USD

an increase in capacity comparable to that
offered by greenfield construction, while of-
fering 30% to 80% lower costs and 1.5-2
times shorter timelines, depending on the
upgrade level. Their large-scale implemen-
tation, however, requires incentives from
the Government, e.g. introduction of a facil-
ity similar to CSA.

Project completion time, years
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— " .30-80% 4 \
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700-800
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capacity

Capital intensive
upgrade

capacity

Non-capital
intensive upgrade
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construction
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Fig. 24. Comparative cost of implementation of investment projects in the electricity

sector

In addition to construction projects and
advanced upgrades to its facilities, Gazprom
Energoholding pays much attention to main-
taining the quality and technologies of facili-
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ties it operates at advanced level. Our gen-
erating companies carry out repair, technical
re-equipment and upgrade projects for their
facilities on a regular basis

Fig. 25. Installation of Hydropower Unit No. 3 at Lesogorskaya HPP

When assessing the condition of equip-
ment or making decisions to launch or priori-
tise certain activities, we are guided by such
principles as safety, reliability and achievabil-
ity of technical and efficiency performance
targets. Despite the programmes run by our
companies to achieve overall cost reduction,
the total amount of funds allocated annu-
ally by our generating companies for repair,
technical re-equipment and upgrade projects
stays unchanged. We seek to increase the ef-
ficiency of these investments by redistribut-
ing the funds towards the projects that offer
the greatest benefits in terms of efficiency
and technology at the lowest cost.

. " 3 |
-i -.'_ :l" ’

Fig. 26. Installation of a rotor of a Hydropower Unit at Lesogorskaya HPP
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Repairs are carried out at our power plants
in line with the Equipment Repair Sched-
ule that is subject to sign-off by the System
Operator and annual approvals. Technical
re-equipment and retrofitting are carried ac-
cording to the Rules for Implementation of
the Programme for Technical Re-equipment
and Retrofitting.

Mosenergo and 0GK-2
operate an automated system
for management, monitoring and
control of the technical condition of
facilities, and of all activities related
to the implementation of greenfield
construction, technical re-equipment,
retrofitting or repair projects using
a SAP-based EIMSGC'® system.
This system operates from three
specialised modules: Investment
Management (IM), Project System
(PS) and Plant Maintenance (PM).
The modules use a monthly updated
corporate data warehouse and
allow our generating companies
to track and analyse progress in
the implementation of greenfield
construction investment projects
(IM and PS), and plant maintenance
projects (PM). The system facilitates
prompt on-line management decision
making.

R&D for more reliable energy supply and sustainable business growth

The electricity sector is a hi-tech inten-
sive, rapidly growing industry. To stay com-
petitive we, like other major players in the
electricity sector, need to constantly enhance
our operating efficiency and introduce inno-
vative equipment.

Our innovation policy is aligned with the
national policy on innovations that seeks to
accelerate the transition of the Russian econ-

Fig. 27. Process equipment TPP-26

The RSC determines priority and high
potential areas in R&D and innovation poli-
cies of Gazprom Energoholding’s generat-
ing companies to increase their operating
efficiency and upgrade their process ca-
pacities. Key functions of the RSC are as
follows:

e review strategic decisions on technical
and innovative development before they are
taken;

e prepare a list of developed solutions rec-
ommended for roll-out across generating
companies of Gazprom Energoholding;

18 Enterprise Information Management System for Generating Companies
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19 Equipment maintenance and repair

omy to innovation-driven development. We
are also guided by the standards and require-
ments set out in the following documents:

e The General Location Scheme of Electric
Utility Facilities in Russia until 2020 including
outlook until 2030 (approved by the Govern-
ment of the Russian Federation, Minutes of
Meeting of the Government of the Russia No.
24 of 03 June 2010).

e evaluate research and development
(R&D) projects, plans and programmes
and the results of their implementation in
generating companies of Gazprom Energo-
holding;

e examine invitations to participate in fed-
eral, intergovernmental and sectoral R&D
programmes;

The Concept of Technical Policy and
Development of Gazprom Energohold-
ing’s Generating Companies serves as the
key guidance for drafting and implement-
ing R&D policies by our companies. The

e Power Engineering Development Strategy
of the Russian Federation for 2010-2020 in-
cluding outlook until 2030 (draft).
e Russia’s Energy Strategy to 2030.
e Key Provisions (Concept) of the Technical
Policy in the Electricity Sector of Russia until
2030 (RAO UES of Russia, 2008).

In July 2009, 000 Gazprom Energo-
holding set up a Research and Develop-

document sets out the key objective of our
technical policy, i.e. make our companies
more competitive in the energy market by
optimising the operating and process capa-
bilities of our power plants. To achieve this
goal, our R&D efforts are focused on the
following areas:

e minimise specific fuel consumption for
electricity and heat generation by implement-
ing leading-edge technologies and advanced
high performance equipment;

e streamline plant repair and maintenance at
power plants;

ment Council (RSC). Today, it operates as
a deliberative body seeking to increase the
efficiency of research, development and
operating activities of the Company and
energy assets of Gazprom Energoholding’s
generating companies.

e ensure compliance with environmental
requirements in line with the internation-
al commitments and national standards;
and

e increase the level of electricity and
heat generation automation to reduce
process management costs and produc-
tion costs.
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These activities in Gazprom Energo-
holding’s generating companies are led
by the Technical Expert Council (TEC), a
specialised coordinating and deliberative
body. We closely cooperate on innovative
technologies in the electricity sector and
production of advanced energy equipment
with National Research University Moscow
Power Engineering Institute, Bauman Mos-
cow State Technical University, Lomono-
sov Moscow State University Urals Turbine
Works and All-Russia Thermal Engineering
Institute (VTI).

The project for an upgrade of K-300 unit
at Kirishskaya GRES based on CCGT-800
technology is one example of large-scale in-
novation projects that we have implemented.
Though still unique, this project can be rolled
out as a ready-made solution across all Rus-
sian power plants. Apart from the large scale
of CCGT-800 unit at Kirishskaya GRES (800
MW, the largest heat generation plant com-
missioned in Russia over 30 years), this in-
vestment project is also unique from the pro-
cess perspective. In fact, it was a brownfield
project for an upgrade of Generation Unit No.
6 commissioned back in 1975. Two state-
of-the-art gas turbines were added to the
existing steam turbine to boost the unit’s ef-
ficiency ratio from 38% to 55%. This project
was also the first to use unique three-circuit
waste-heat boilers with reheating and natural
circulation functions. Another important ele-
ment of the project is that the legacy equip-
ment used in the steam turbine unit as well
as the existing power plant operation system
and infrastructure were kept for cost efficien-
cy reasons, which considerably cut costs as
no innovative CCGT unit was needed. Such a
large-scale upgrade of a generation unit was
the first in the history of the Russian elec-
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tricity sector, with many unique engineering
solutions employed. Their analysis will allow
us to develop unified requirements and stan-
dards for similar units.

The project for the construction of the
CCGT-800 unit at Kirishskaya GRES was
assigned the status of “innovative” by a
joint meeting of the Scientific and Techni-
cal Board of Nonprofit Partnership Scientific
and Technical Council of the Unified Energy
System and the Scientific Council of the
Russian Academy of Sciences for Reliability
and Safety of Large Energy Systems. This
status implies further testing of engineering
solutions designed to improve the cycle ar-
rangement and operating conditions of the
generation unit, with relevant preferences
granted by Nonprofit Partnership Trading
System Administrator and Nonprofit Part-
nership Market Council for the operation in
the Wholesale Electricity and Capacity Mar-
ket. The Scientific and Technical Council of
the Unified Energy System and the Scientific
Council of the Russian Academy of Sciences
for Reliability and Safety of Large Energy
Systems recommended that the Russian
Ministry of Energy, Ministry of Industry and
Trade, and the Ministry of Economic Devel-
opment include the construction of the 800
MW CCGT based on the existing K-300 gas
turbine at Kirishskaya GRES, a branch of
0AO 0GK-2, in the list of innovative projects
with government support.

Another example of an innovative solu-
tion successfully implemented at our power
plants is the construction of Russia’s first
330 MW carbon block with a circulating fluid-
ized-bed (CFB) at Novocherkasskaya GRES.
The project at Novocherkasskaya GRES is the
most powerful unit in Russia that uses this
technology.

We also consider as innovative the proj-
ect for an upgrade of electric grid equipment
and construction of new CCGT units with a
combined capacity of 100 MW at Tsentral-
naya GHP in Saint Petersburg. This project
iS unique in that this Russia’s oldest power
plant will be upgraded without interrupting
its operation, since it is critical for uninter-
rupted energy supply to central districts of
Saint Petersburg. The implementation of this
project is further complicated not only by
Tsentralnaya CHP being surrounded by his-
torical buildings, but also by the fact that it
marked its 115th anniversary in 2012, and,
accordingly, required restoration as part of
the upgrade project.

In pursuing our innovation policy, we are
constantly facing a number of challenges and
obstacles that are beyond our control. In par-
ticular, Russia does not produce enough gas
turbine equipment to meet the needs of our
companies in building new and upgrading
existing facilities. Moreover, Russia-made
equipment is significantly inferior to the best
foreign equipment in its class in terms of en-
ergy efficiency and reliability. On the other
hand, where foreign equipment is used, its
certification to outdated Russian standards
takes much time and significantly impedes
the process.

Introduction and adaptation of innova-
tive technologies and equipment at power
plants requires thorough preparation and
carries considerable inherent risks. The
initial operation period of the first newly
commissioned commercial equipment
units reveals design errors and structural
drawbacks. We have repeatedly encoun-
tered such situations. As a rule, we ensure
prompt resolution of discovered problems.
In some cases, however, the outcome of

Fig. 28. Kirishskaya GRES
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Fig. 29. CCGT-800 at Kirishskaya GRES
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innovations may fall short of our expec-
tations. For example, in 2010, we added
a GTE-110 (110 MW) gas turbine at Ry-
azanskaya GRES to an existing 310 MW
generation unit operating on a waste heat
recovery basis. In this project, we were un-
able to offset all upgrade costs with the ca-

pacity tariff. The situation was aggravated
by frequent failures of the new equipment
(58 shutdowns in 2010) and a marginal de-
crease in fuel rate — by just 1.6%.
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Economic Sustainability

Government support received by the Company over the reporting period

The government directly holds a stake in the share capital of each generating company of
Gazprom Energoholding (including via federal and municipal entities).

Government's direct interest in the company's share capital, %

2012 2013
Mosenergo 26.45 26.45
TGC-1 0.0036664371 0.0036664371
0GK-2 0.006148 0.003302%

The total amount of government support received by our companies over the reporting
period (2012-2013) in millions of roubles was as follows:

2012 2013
Mosenergo 644 614
TGC-1 (subsidies 316 437
to OAO Murmanskaya CHP)
0GK-2 0AO 0GK-2 did not receive any government support in

2012-2013.

20 In 2013, the government's share in the share capital of 0AO 0GK-2 decreased as

Government support to OAO Mosenergo
mostly includes subsidies resulting from re-
imbursement for the difference in tariffs for
the heat supplied to the city’s residents. The
Government of Moscow pays OAO Mosen-
ergo to cover the difference between the
tariff for heat consumption by the city’s
residents and the company’s tariffs. Thus,
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Fig. 30. TPP-27

in fact, this subsidy is redistributed govern-
ment support to Moscow residents rather
than to OAO Mosenergo.

OAO TGC-2 does not receive any gov-
ernment subsidies. Subsidies, however, are
granted to its subsidiary, OAO Murmans-
kaya CHP. Under Murmansk Region Law
No. 919-01 On the Budgeting Process in the
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Murmansk Region of 11 December 2007,
OAO Murmanskaya CHP receives subsidies
from the budget of the Murmansk Region to
compensate for lost income due to supply
of heat at tariffs that do not cover costs.

OAO OGK-2 does not receive any govern-
ment subsidies.
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41 a result of a follow-on offering.
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Environmental Sustainability

Year 2013 was officially
announced the Environment Year
in Russia.

As the largest holding company combin-
ing Russian generating companies, Gazprom
Energoholding fully understands its environ-
mental responsibility towards present and
future generations and views environmental
sustainability and measures minimising the
environmental impacts of its power plants as
its top priority.

The main impacts of our generation fa-
cilities that can affect the environment and
health of our employees and local residents
living in the immediate vicinity include:

e emissions of greenhouse gases (GHG) and
other pollutants,

e water discharge into water bodies, includ-
ing bottom ash,

e waste disposal,

e use of natural resources (fuel, water and
land resources),

® acoustic noise, and

e vibration.

Both in making all strategic decisions and
in our day-to-day operations we are guided
by Russian environmental laws and regula-
tions. In fact, we go beyond simply maintain-
ing our environmental performance within
the requirements of the limits prescribed by
environmental authorities. We constantly
seek to reduce the man-made impact on the
environment caused by the operation of our
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Environmental Sustainability
Management’s approach to environmental aspects of the Company’s activities

generating companies. We are also confident
that by using natural resources as sustainably
as possible and by implementing energy sav-
ing technologies we greatly contribute to our
operating efficiency and competitiveness in
the energy sector, and in the longer run these
factors may become essential for dynamic
and sustainable development of our compa-
nies.

While developing and improving mea-
sures to protect the environment against the
negative impacts of our operations, we pro-
actively cooperate with environmental regu-
lators, with research and educational institu-
tions working on environmental safety, and
with specialised NGOs and local communi-
ties in the areas where our power plants are
located.

The environmental policy of Gazprom
Energoholding’s generating companies is
in line with OAO Gazprom’s environmen-
tal policy and the concept of its technical
policy and was approved by the Board of
Directors of each generating company. Our
environmental policy is a priority for us
and is communicated to every employee
across our generating companies. The key
principles of the environmental policy of
Gazprom Energoholding’s generating com-
panies are as follows:

e recognise the constitutional human right to
a healthy environment,

e prioritise environmental safety as an ele-
ment of national security,

® assume responsibility for environmental

protection in developing electric utilities in
the regions where our companies’ generating
facilities operate,
e using natural and energy resources in a
sustainable way in generating and transmit-
ting electricity and heat,
e support research on environmental protec-
tion in the electricity sector,
e implement only science-based measures
and prioritise the best existing technologies
to minimise environmental impacts of our
generation facilities,
e factor in potential environmental risks
when taking strategic, management or in-
vestment decisions,
e operate in the territories and water bodies
of high environmental importance only in ex-
ceptional cases subject to specific decisions
by government authorities,
e minimise waste and comply with environ-
mental standards for storage and disposal,
e prioritising preventive measures over re-
sponse to adverse environmental impact,
e maintain open access to environmental
information and in case of emergencies
immediately inform all stakeholders on
their environmental implications and re-
sponse,
e provide open access to the results of envi-
ronmental monitoring of operating branches
of our generating companies, and
e improve the system of environmental
stewardship in line with the best international
practices and standards.

The Environmental Management System

Fig. 31. Pravoberezhnaya CHP

(ESM) compliant with ISO 14001:2004 (as
certificated by independent specialised audi-
tor firms) is the key mechanism used by our
generating companies to manage environ-
mental risks. All business units of our com-
panies have been consistently implementing
it since 2007.

In the reporting period (2012-2013), we
completed the certification of the last busi-
ness units of OAO TGC-1: Kolsky Branch
in 2012, and Karelsky in 2013. The ISO
14001:2004 Environmental Management
System has been put in place in all units

of OAO Mosenergo and OAO TGC-1, and in
five branches of OAO OGK-2: Stavropols-
kaya GRES, Serovskaya GRES, Pskovskaya
GRES, Surgutskaya GRES, and Troitskaya
GRES.
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Environmental Sustainability

Supervisory audits in 2013 confirmed
OAO Mosenergo’s compliance with 1SO
14001:2004; the company was approved
for certificate renewal. All branches of
OAOQ TGC-1 have in place valid certificates
and are planning to renew them later. In
2013, OAO OGK-2 suspended the imple-
mentation of the environmental manage-
ment system in its branches and did not
run any audit. We will maintain and expand
the environmental management system in
branches of 0AO OGK-2 going forward, but
are planning to abandon the formal certifi-
cation of the system due to its high financial
costs and the absence of regulatory require-
ments from regulatory authorities.

Fig. 32. Serovskaya GRES

We prioritise projects that address several issues at a time. E.g. 660 MW
coal dust generation unit No. 10 (STU-660) is being constructed at Troitskaya
GRES, a branch of 0AO OGK-2. Unlike other generation units, it will use higher
quality Kuzbass coal as process fuel, rather than coal from the Ekibastuz coal
basin in the Republic of Kazakhstan. This will cut emissions, while at same time
reducing the amount of hottom ash waste intended for disposal and the specific
water consumption by the branch. Moreover, this unit provides for potential dry
ash (fly ash) screening, which will enable additional reduction of disposed waste
by reclassifying some ash from “waste” into “product”. Additionally, Generation
Unit No. 10 will desulphurise emissions, which will considerably reduce the
amount of sulphur in emissions.

Cel 1 il N
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Fig. 33. Construction of a new coal dust generation unit at Troitskaya GRES

Our companies consistently take targeted
environmental measures in a number of ar-
eas:

e construction and commissioning of high
performance CCGT generation units with
advanced low emission gas turbine combus-
tion chambers to reduce specific emissions
of pollutants (nitrogen oxides, carbon diox-
ide, solid particles, sulphur oxide and green-
house gases);

e retrofitting and upgrades of hydro turbine
equipment using environmentally friendly
materials and construction of run-around
systems for process water supply at power
plants to reduce chemical and thermal pollu-
tion of water bodies;
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e retrofitting of heat grids using new heat in-
sulation materials that more than halve heat
losses to minimise thermal pollution of the
environment and ensure sustainable use of
energy resources;

e construction of new and retrofitting of
existing treatment facilities to prevent dis-
charge of polluted waste water into surface
waters;

e safe treatment of operating waste and re-
duction of waste from solid fuel combustion;
and

e installation of fish protection system at
water withdrawal facilities to prevent damage
to fauna.
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Environmental Sustainability

We also believe that a responsible ap-
proach to environmental issues implies that
we should be as open as possible and should
actively engage all stakeholders. To this end,
we provide regular coverage of all issues
related to the environmental impacts of our
companies and measures taken by them in
relevant sections of our corporate websites
and work on the following issues on an ongo-
ing basis:

e train and enhance environmental skills and
awareness of employees,

e interact with federal and municipal au-
thorities, regulating and non-governmental
organisations, and with other stakeholders
on environmental issues,

e inform suppliers and contractors of our
environmental requirements and stan-
dards and follow up on their implementa-
tion,

e prevent emergency situations with envi-
ronmental implications, and

e allocate and distribute financial resources
to implement our environmental policy.

In our opinion, the most notable achieve-
ments by our companies in the reporting
period (2012-2013) in terms of stakeholder
engagement on the environment are as fol-
lows:

0AO0 Mosenergo: active media coverage
of environmental aspects of the company’s
operations, including reports by TVC TV
channel on the upgrade and environmen-

tal activities in such branches as TPP-20,
TPP-26, TPP-9, and TPP-27 and on energy
safety measures at TPP-21; participation in
the environmental award organised by the
Government of Moscow in 2013 in the Best
Completed Project Using Green and Energy
Saving Technologies (OAO Mosenergo pre-
sented its project Implementation and Initial
Operation of CCGT-420 Unit at TPP-26, a
Branch of OAO Mosenergo.

0AO0 TGC-1: successful interaction with
the Finnish and Norwegian sides on adjusting
the water level and preserving the ecosystem
in Lake Inari; maximum disclosure, including
production of a special film, on the resumed
operation of Matkozhnenskaya HPP; and an
address to children and teenagers on energy,
energy saving and environmental issues via
the myenergy.ru web-site.

0A0 0GK-2: maximum disclosure via
local mass media and direct contacts with
local communities on the environmental
situation at Troitskaya GRES; signing of an
Agreement for Environmental Cooperation
with the Government of the Sverdlovsk Re-
gion.

Each generating company also drafts
and implements an annual Environmental
Plan to reduce the adverse environmental
impacts in the areas where power plants
operate and to ensure sustainable use of
natural resources.

As part of the Year of Ecology announced by 0AO Gazprom, 0AO Mosenergo held
a children's drawings competition Mosenergo Cares about the Environment, and a
photo competition, Sun, Air and Water. Children who participated in the drawings
competition were invited to a tour of TPP-20 and were presented with souvenirs.
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Our heat and electricity generation pro-
cess predetermines our use of various fuels
(gas, fuel oil and coal) as the core feedstock
and our considerable water consumption for
process and auxiliary purposes. All feedstock
and materials used by us meet the existing
national standards and do not contain poly-
chlorinated biphenyls (PCB) or similar sub-
stances.

Fuel use and energy efficiency

Energy consumption and energy ef-
ficiency management in our generating
companies is in line with the requirements
of Federal Law No. 261-FZ On Energy Sav-
ing and Enhanced Energy Efficiency as Well
as Amendments to Certain Legislative Acts
of the Russian Federation of 23 November
2009. All our generating companies are in
compliance with the requirements set out

in Part 1 of Article 16 of Federal Law No.
261-FZ (for organisations that produce or
transport water, natural gas, heat energy,
electricity, natural gas, oil, coal, or oil prod-
ucts, process natural gas or oil, or transport
oil or oil products) and run energy audits of
their facilities. All our generating companies
were issued energy certificates based on the
results of the energy audits.

Issued by Certificate No. Issue date
Mosenergo 000 Intekhenergo-engineering SR0-092-2012.12-07 December 2012
TGC-1 ZAO ECM-Service 338-GPE/12 December 2011
Murmanskaya CHP  OAO A1-Energo 338-GPE/12 December 2011
0GK-2 ZAO ECM-Service 251-GPE/12 December 2011

As their principal fuel, OAO Mosener-
go’s power plants use gas, which counts
among the most environmentally friendly
fossil fuels. As compared to other fuels,
gas, when burnt, generates much less air
pollutants. Apart from gas, two thermal
power plants in the Moscow Region (TPP-
17 and TPP-22) can use solid fuels as their
principal and backup fuels. Before 2005,

the fuel mix for the Moscow Region had
included both peat and coal as solid fuels,
and only coal onwards. Most power plants
of OAO Mosenergo use fuel oil as emer-
gency and backup fuel.

All CHPs of OAO TGC-1 located in Saint
Petersburg and in the Leningrad Region,
as well as Petrozavodskaya CHP in Kare-
lia use gas as their principal fuel, and fuel

oil as their backup fuel. The only excep-
tion is Dubrovskaya CHP in the Leningrad
Region that uses coal as its backup fuel.
Apatitskaya CHP also uses coal as its prin-
cipal fuel. OAO TGC-1 also stands apart in
that its output (unlike OAO Mosenergo and
0AOQ OGK-2) features a significant share of
hydro generation:

2012 2013
HPP output, thou-  Total output, HPP share in ~ HPP output, thou- Total output, HPP share in
sand MWh thousand MWh output sand MWh thousand MWh output
TGC-1 13,499 30,389 44.4% 11,990 29,303 40.9%
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The fuel mix of OAO OGK-2 includes
both gas and coal. In particular, Surguts-
kaya GRES-1, the 2nd stage of Ryazanskaya
GRES, Stavropolskaya GRES, Kirishskaya
GRES, Pskovskaya GRES and Adlerskaya
TPP use gas as their principal and backup
fuel. Coal is the principal fuel for the 1st stage
of Ryazanskaya GRES, Troitskaya GRES, and

Krasnoyarskaya GRES-2. Novocherkasskaya
GRES, Cherepovetskaya GRES and Serovska-
ya GRES can use both gas and coal for heat
and electricity generation, enabling adjust-
ments of the fuel mix to fluctuations in prices
for these fuels.

Five power plants of OAO OGK-2 (No-
vocherkasskaya GRES, Serovskaya GRES,

Troitskaya GRES, Krasnoyarskaya GRES-2,
and Cherepovetskaya GRES) also can use
small amounts of fuel oil as priming and
startup fuel, and four of its stations (Ryazan-
skaya GRES, Stavropolskaya GRES, Kirishs-
kaya GRES, and Pskovskaya GRES) also use
fuel oil as reserve fuel.

Fuel consumption: 2012 2013
Mosenergo

Gas, mmcm 21,514 20,555

Fuel oil, thousand tonnes 213 11

Coal, thousand tonnes 322 565
TGC-1

Gas, mmcm 6,398 6,307

Fuel oil, thousand tonnes 335 262

including Murmanskaya CHP 265 260

Coal, thousand tonnes 366 378
0GK-2

Gas, mmcm 14,673 14,118

Fuel oil, thousand tonnes 169 45

Coal, thousand tonnes 14,967 13,109

We view fuel supply to our companies
as a key driver of their sustainable de-
velopment. For this reason, we enter into

Fig. 35. Krasnoyarskaya GRES-2

long-term agreements for the supply of
key fuels in the requires amounts and build
up sufficient stocks of backup fuels in line

with the orders and guidance of the Rus-
sian Ministry of Energy.

@ GAZPROM

45




2012-2013 Sustainability Report by Generating Companies of Gazprom Energoholding

Environmental Sustainability

Fuel rate?":
2012 2013
Fuel rate for electricity Fuel rate for heat output, Fuel rate for electricity Fuel rate for heat output,
output, g. 0. ./ kWh kg / Geal output, g. 0. e./ kWh kg / Gcal
Mosenergo 247.9 166.0 240.9 165.5
Gas 247.9 166.0 240.9 165.5
TGC-1 284.1 139.8 275.6 138.8
Gas 283.3 139.6 274.6 138.4
Coal 321.0 143.6 325.9 1459
Fuel oil - 174.2 - 174.6
(OAO Murmanskaya CHP)
0GK-2 352.7 153.5 345.1 152.9
Gas 325.3 144.2 316.9 144.4
Coal 417.7 172.8 418.8 173.5
Combined fuels (gas + 384.8 185.7 382.5 187.2
coal)?
Our generating companies fully cover their heat and electricity consumption by their own output.
Heat and electricity consumption for auxiliary purposes:
2012 2013

Electricity consumption
for auxiliary purposes,

Heat consumption for
auxiliary purposes,

Electricity consumption
for auxiliary purposes,

Heat consumption for
auxiliary purposes,

We consider the fuel rate to be the key
energy efficiency metric for generating
companies. We are also happy to highlight
that our companies have seen their fuel
rate for electricity output steadily decline

in the recent years. We attribute this de-
cline to the growing generation share of
new and upgraded units with lower spe-
cific costs.

Under Russia's Energy Strategy to 2030, energy saving initiatives in the Russian
heat supply industry will be pursued in the following areas:
¢ in heat generation: increasing the efficiency ratio of boilers and generation

units,

¢ in heat transmission systems: reducing heat and heat transfer medium losses by

retrofitting heating grids,

¢ in heat consumption systems: metering the quantity and controlling the quality of

heat consumed.

These initiatives will have at least halved specific heat losses (from 19% to
8-10% by the end of the third stage of Russia’s Energy Strategy to 2030), which will
result in fuel savings of at least 40 mm t. 0. e. in Russia by 2030.

billion kWh billion Geal billion kWh billion Geal Heat losses in grids on the balance sheet of our generating companies and their subsidiaries,
Mosenergo 4.7 0.491 46 0.362 millions Gcal:
TGC-1 0.92 0.832 0.92 0.888 2012 2013
including 0.02 0.20 0.02 0.20 Heating grids of OAO Mosenergo Not available 0.052
Murmanskaya CHP (leased to OAO MOEK)
0GK-2 4.4 0.156 4.1 0.204 Heating grids of 000 TSK Mosenergo 0.100 0.192
(100% subsidiary of 0AQ Mosenergo)
Energy losses during heat and electricity ~combined length was 552 km. OAQ TGC-1 has  OAQ OGG-2 has no overhead or underground  5Q st. Petersburg Heating Grid 1584 1514
transmission are another important aspect no electricity or heat transmission grids on electric grids on its balance sheet, but it has  (759% subsidiary of 0AO TGC-1)
that describes the companies’ energy effi- its balance sheet. At the same timg, we have heating grids operated by the company’s 0AO Murmanskaya CHP 0.079704 0.083166
ciency performance. OAO Mosenergo has no  data on the actual heat losses of grids owned  branches (Novocherkasskaya GRES, Pskovs- : : :
Heating grids of OAO 0GK-2 Not available 0.106534

overhead or underground transmission or
distribution electric grids on its balance sheet,
but it has heating grids leased to OAO MOEK
on a paid basis. As of 31 December 2013, their

by subsidiaries of OAO TGC-1. OAO TGC-1
has no heat or electricity grids on its balance
sheet, but we have data on the actual losses
in grids owned by subsidiaries of OAO TGC-1.

kaya GRES, Ryazanskaya GRES, Serovskaya
GRES, Stavropolskaya GRES, Surgutskaya
GRES, Cherepovetskaya GRES) with their
combined length exceeding 116 km.

21 We calculate fuel rate only for the principal fuel for each of our power plants; fuel oil, which is used in small amounts as backup, startup and emergency fuel is not

factored in to the fuel rate calculations.

22 In the reporting period (2012-2013), Novocherkasskaya GRES, Cherepovetskaya GRES and Serovskaya GRES of OAO OGK-2 used both gas and coal for heat and electricity
46 generation to adjust their fuel mixes to fluctuations in prices for these fuels.
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OAO Mosenergo has drafted and ap-
proved a specialised Energy Saving Pro-
gramme for 2010-2015 as part of the Lean
Production programme and pursuant to
Federal Law No. 261-FZ of 23 November
2009, Resolutions No. 1225 On Require-

ments to Regional and Municipal Pro-
grammes on Energy Saving and Energy
Efficiency Enhancement of 31 December
2009 and No. 340 On the Procedure for
Establishing Requirements to Energy Sav-
ing and Energy Efficiency Enhancement for

Energy efficiency enhancement

Regulated Organisations of 15 May 2010
by the Russian Government. In the report-
ing period (2012-2013), OAO Mosenergo
took the following energy saving measures
as part of this programme:

Energy saving measures under ap-

Savings achieved

proved programmes of OAO Mosen- 2012 2013
ergo thou. mmKWh thou.Gcal RUBmm  thou.  mmkWh thou.Geal RUB mm
t.o.e. t.o.e.
0AO Mosenergo's Energy Saving Programme for 2010-2015
1. Strategic measures (commis- 531.78 167.39 - 2,006.49  633.62 140.92 - 2,456.66
sioning CCGT-based equipment;
developing district heating, etc.)
1.1. Use of CCGT units at TPP-21,26  397.54 167.39 - 1,636.65  401.54 140.92 - 1,602.61
and 27
1.2. Transfer of heat loads from Heat  134.24 - - 469.64 232.08 - - 854.05
Distribution Networks and Dis-
trict Heating Plants of OAO MOEK
at TPPs of OAO Mosenergo
2. Measures to reduce specific 78.20 - 67.85 - 108.06 - 95.79
losses and auxiliary consump-
tion
3. Maintenance 8.40 22.90 22.27 60.68 7.57 19.76 10.64 18.76
Economic effect from energy efficiency 540.18 268.48 2221 2,135.02 641.19 268.74 1064 25711.21

measures

In 2011, we decided to replicate the suc-
cessful experience of OAO Mosenergo at
TGC-1. Severnaya CHP was selected for a
pilot under the Lean Production programme
in OAO TGC-1. In 2011 alone, the programme
allowed Severnaya CHP not only eliminate
excessive fuel consumption but even capture
fuel savings:

47

Fuel savings by Severnaya CHPP
(pilot project)
t.o.e.

1,506

Excessive
fuel
consumption

Savings

-336
2011

2010

Following the successful pilot, the Com-
pany decided to roll out the programme
across all CHP of Nevsky Branch, starting
from Q1 2012. In 2012, OAO TGC-1 also ad-
opted and approved its own Energy Saving

and Energy Efficiency Enhancement Pro-
gramme for 2013-2015 pursuant to Federal
Law No. 261-FZ of 23 November 2009 and
Resolutions No. 1225 of 31 December 2009
and No. 340 of 15 May 2010.
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Savings achieved

OAO OGK-2 established a business unit,
Quality Management System and Busi-
ness Solution Assessment Project Centre,
responsible for enhancing the company’s
operating efficiency. In particular, every
year starting from 2013, the Centre has
been preparing a list of measures to en-
hance energy efficiency of core and aux-
iliary equipment in its operating branches.
In line with the approved procedures, every
energy saving initiative is to be systemised
and a relevant certificate must be drafted
and entered into the register. Then the reg-
ister is submitted to the Steering Commit-
tee for approval, and a source of financing
is determined for every cost project. The
overall assessment of the resulting effect

Cherepovetskaya GRES, a branch
of OAO OGK-2, is constructing the
fourth 420 MW generation unit of its
CCGT-420 with a cooling tower. The
specific reference fuel consumption
by the new CCGT unit will be 30%
lower than in standard thermal power

@ GAZPROM

2012 2013
Energy saving measures under approved programmes of OAO TGC-1 thou. mm thou. RUB thou. mm thou. RUB
tonnes of kWh Geal mm tonnes of kWh Geal mm
reference reference
fuel fuel
Lean Production programme
1. Replacement of a standard Main Qil Pump OMN (NPS65-35-500) for an Eco - - - - - 0.28 - 0.29
Vizor EX-156 displacement pump at Vasileostrovskaya CHP.
Energy Saving and Energy Efficiency Enhancement Programme for 2013-2015
1. Deployment of new high-tech equipment 195.00 3.31 - 661.90 - 1.66 - 1.64
1.1.  Deployment CCGT BL-2 at Pervomayskaya CHP, CCGT BL-2 at Pravoberezh-  195.00 3.31 - 661.90 - 1.66 1.64
naya CHP, Hydropower Unit GA-3 at Lesogorskaya HPP. Hydropower Unit
GA-2 at Svetogorskaya HPP, and Hydropower Unit GA-4 at Lesogorskaya
HPP
2. Technical re-equipment and retrofitting of existing core generation and aux- 0.66 0.11 - 2.33 1.05 0.15 - 2.80
iliary equipment
2.1.  Upgrade of Turbine Unit No. 7, including replacement of medium-pressure 0.66 - - 2.24 - - - -
rotors and installation of honeycomb seals, and technical re-equipment of is made at the year end.
Peak Water Boiler PTVM-100 of Unit No. 3 at Avtovskaya CHP
2.2. Technical re-equipment of Peak Water Boiler PTVM-100 of Unit No. 4 at - - - - - - - -
Avtovskaya CHP (new equipment purchased)
2.3. Retrofitting of district heating unit and - - - - 0.63 - - 2.15
cooling tower BG-1600 No. 2 at Petrozavodskaya CHP
2.4. Retrofitting and introduction of frequency control for heating grid and boiler - - - - 042 - - 041
condensate pumps (BCP) 5, 6, 7, 8, and 14 and Network Pump No. 8 and
replacement of the heating grid pipeline using PP foam pipes at Apatitskaya
CHP
2.5. Replacement of overhead high-voltage circuit breakers for four SF6 circuit - 0.10 - 0.07 - - - -
breakers, insta/leftion of energy saving security perimeter lighting at Apatits- e
kaya CHP and Niva HPP-1
2.6. Installation of frequency converters at delivery pumps in the boiler turbine - 0.01 - 0.02 - 0.15 - 024
department and at network pumps of Pump Stations Nos. 8 and 9 in OAO
Murmanskaya CHP
3. Measures taken as part of the repair programme and other organisational 16.97 1.87 0.06 42.32 10.58 1.32 0.32 37.68
and technical measures
3.1.  In Nevsky Branch (45 improvements) 16.40 0.90 - 39.66 10.52 1.12 - 36.72
3.2. In Karelsky Branch 0.38 0.01 - 1.28 - - - -
3.3. In Kolsky Branch 0.18 0.93 - 1.18 - - - -
3.4. In OAO Murmanskaya CHP 0.01 0.03 0.06 0.20 0.06 0.20 0.32 0.96
Economic effect from energy efficiency measures 212.63 5.29 0.06 706.55 11.63 3.41 0.32 42.41
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Bbi6pocbl NapHUKOBbLIX ra30B U UX 3KBUBAJNIEHTOB:

2012 2013
tonnes CO,equivalent  tonnes CO, equivalent
Mosenergo
Co, 41,496,429.2  41,496,429.2  40,513,210.8  40,513,210.8
CH, 32.4 681.2 13.3 279.6
N,0 88.2 27,326.8 69.7 21,610.1
SF, 0.3 6,099.0 0.3 7,024.2
Total 41,496,5501  41530,536.2 405132941  40,542,124.7
TGC-1
CO0, 12,868,475.8  12,868,475.8  13,569,326.2  13,569,326.2
CH, 6.9 1441 1.2 25.0
N,0 20.8 6,455.8 18.9 5,857.5
SF, 19.7 469,874.0 62.8 1,501,589.2%
Total 12,868,523.2  13,344,949.7  13,569,409.1  15,076,797.9
Murmanskaya CHP
Co, 821,848.8 821,648.8 782,017.2 782,017.2
CH, 31.69309 665.55 30.15705 633.298108
N0 6.33817 1,964.97 6.03141 1,869.737271
SF, - - - -
Total 821,886.83 824,479.33 782,053.39 784,520.24
Total TGC-1 + 13,690,410.03 14,169,429.03 14,351,462.49 15,861,318.14
Murmanskaya CHP
0GK-2

CO0, 53,283,669.2  53,283,669.2  48,650,116.1  48,650,116.1
CH, 1,080.2 22,685.1 927.2 9,470.3
N,0 540.5 167,546.6 341.9 106,002.6
Total 53,285,289.9 534739009  48,651,385.2  48,775,589.0

Pollutant and GHG emissions

Air pollutants are harmful for the environ-
ment if their content gets above the natural
levels and beyond regulatory limits. There-
fore, we believe it important to monitor the
environmental impacts of our business and
consistently take measures to cut emissions.

Power plants of our generating companies
have automated systems to monitor quality
and quantities of pollutant emissions. The
data gathered by the system are used both
for internal control and informed decision-
making on management, and fed to spe-
cialised supervisory and regulatory authori-
ties responsible for management of natural
resources and environmental protection.

In the event of meteorological conditions
conducive to dangerous air pollution levels,
our power plants take emergency measures
to reduce pollutant emissions.

Apart from emergency pollutant emis-
sion cuts, our power plants are also install-
ing low-toxicity burners, flue gas recircula-
tion circuits, two-stage combustion circuits
and other high performance devices in their
power generation and water boilers.

In addition to the automated pollutant
emission monitoring system, the power
plants regularly monitor the content and
quantities of pollutant emissions in line with
the schedule (approved by supervisory au-
thorities) of monitoring compliance with reg-
ulatory target emission rates for each source
of emissions. Accredited environmental labo-
ratories monitor the air condition in the areas
covered by power plants, on a regular basis,
both at emission sources and at selected
points within relevant localities.

Our generating companies analyse the
data on intensity and composition of pollut-
ant emissions, the condition of devices and
equipment, and the range of measures taken,
and study the best existing solutions to in-
form planning of air protection measures.

All fuels used by our companies are fossil
fuels. For this reason, we do not separately
discuss emissions from generation using
these fuels. We also do not assess our GHG
emissions as a part of the country’s quotas
under the Kyoto Protocol, as at the 18th ses-
sion of the Conference of the Parties to the
United Nations Framework Gonvention on Cli-

Fig. 37. Cherepovetskaya GRES

23 The considerable year-on-year increase in emissions of SF, in CO, equivalent in 2013 was due to new SF® equipment commissioned in 2013 (the total amount of SF, equipment

increased by 33%, while the total amount of SF, in the equipment grew by 20 times).

mate Change (UNFCCC) held in Doha in De-
cember 2012, Russia withdrew its commit-
ment to cut GHG emissions. In the reporting
period (2012-2013), our companies did not
buy or sell any carbon quotas as the country
has no domestic carbon quota market and
Russian companies have no access to the in-
ternational quota trading market.

All types of pollutant emissions by our
power plants are limited by the Target Emis-
sion Rates (TER) indicated in special authori-
sations issued for stationary pollution sourc-
es under Paragraph 1 of Article 14 of Federal
Law No. 96-FZ On Protection of Ambient Air.

@ GAZPROM
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The amount of pollutant emissions and their intensity per unit of output by all generation capacities of the Company:

2012 2013 2012 2013
Total, tonnes Per total Total, tonnes Per total Total, tonnes Per total Total, tonnes Per total
output unit, output unit, output unit, output unit,
tonnes / thou- tonnes / thou- tonnes / thou- tonnes / thou-
sand MWh sand MWh sand MWh sand MWh
Mosenergo Murmanskaya CHP
solid 871.42 0.01 3,214.46 0.05 solid 70.414 0.03 83.586 0.03
gaseous and liquid 94,103.59 0.88 48,998.67 0.84 gaseous and liquid 14,901.68 5.59 12,518.91 4,94
Including: Including:
nitrogen oxides (in NO,) 40,749.66 0.66 40,072.01 0.68 nitrogen oxides (in NO,) 1,648.84 0.62 1,626.75 0.64
carbon oxide 1,803.65 0.03 886.04 0.02 carbon oxide 64.779 0.02 61.86 0.024
sulphur dioxide 11,527.27 0.19 8,017.74 0.14 sulphur dioxide 13,184.15 4.95 10,819.59 4.28
hydrocarbons (net of volatile organic 4.14 - 4.00 - hydrocarbons (net of volatile organic - - - -
compounds) compounds)
volatile organic compounds 17.87 - 16.51 - volatile organic compounds 3.89 - 10.68 -
benzapyrene 0.02 - 0.02 - benzapyrene - - - -
other gaseous and liquid 1.01 - 0.38 - other gaseous and liquid 0.014 - 0.04 -
Total 54,975.01 0.89 52,213.13 0.89 Total 14,972.09 5.62 12,602.49 4.97
TGC-1 Total TGC-1 + Murmanskaya CHP 54,548.42 6.92 45,788.64 6.10
solid 2,386.58 0.08 2,473.61 0.08 0GK-2
gaseous and liquid 37,189.75 1.22 30,712.53 1.05 solid 98,685.07 1.31 80,034.47 1.13
Including: gaseous and liquid 294,745.41 3.92 267,139.61 3.78
nitrogen oxides (in NO,) 21,900.41 0.72 18,912.78 0.65 Including:
carbon oxide 3,330.00 0.11 5,489.24 0.19 nitrogen oxides (in NO,) 90,670.79 1.21 70,409.36 1.00
sulphur dioxide 11,504.33 0.38 6,262.54 0.21 carbon oxide 39,385.25 0.52 32,779.57 0.46
hydrocarbons (net of volatile organic 0.68 - 0.16 - sulphur dioxide 163,179.41 2.17 162,775.00 2.30
compounds) hydrocarbons (net of volatile organic 0.45 - 4.04 -
volatile organic compounds 16.35 - 15.25 - compounds)
benzapyrene - - - - volatile organic compounds 323.84 - 192.75 -
other gaseous and liquid 57.56 - 32.70 - benzapyrene 0.02 - 0.02 -
Total 39,576.33 1.30 33,186.14 113 other gaseous and liquid 1,185.67 0.02 978.89 0.01
Total 393,430.48 5.23 347174.08 4.91

@ GAZPROM
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All generating capacities of OAO Mosenergo
and OAO TGG-2 generate electricity and heat
by firing hydrocarbon fuel, while in OAO TGC-1

a considerable share in OAO TGC-1’s output
is provided by hydro generation. For this rea-
son, we discuss pollutant emissions per unit

of output by hydrocarbon-fired electricity and
heat generation capacities (CHP) separately
only for OAO TGC-1.

Emissions of major pollutants and their intensity per unit of output by hydrocarbon-fired electricity and heat generating capacities (CHP)
for 0AO TGC-1 (net of 0AO Murmanskaya CHP).

2012 2013
Total, tonnes Per total output unit, Total, tonnes Per total output unit,
tonnes / thousand tonnes / thousand
MWh MWh
TGC-1
solid 2,386.58 0.14 2,473.61 0.14
gaseous and liquid 37,189.75 2.20 30,712.53 1.77
Including:
nitrogen oxides (in NO,) 21,900.41 1.30 18,912.78 1.09
carbon oxide 3,330.00 0.20 5,489.24 0.32
Sulphur dioxide 11,504.33 0.68 6,262.54 0.36
hydrocarbons (net of volatile organic 0.68 - 0.16 -
compounds)
volatile organic compounds 16.35 - 15.25 -
benzapyrene - - - -
other gaseous and liquid 57.56 - 32.70 -
Total 39,575.33 2.34 33,186.14 1.91

In response to ever growing consumer
demand, we are implementing ambitious
investment projects on an annual basis by
launching new high performance generation
capacity and decommissioning outdated and
low performance facilities. As a consequence,

o1

our generation becomes more environmen-
tally friendly and fuel efficient on average.
For this reason, we are considering further
changes in the total emissions per output
unit. Each of our generating companies runs
regular environmental campaigns to reduce

pollutant and greenhouse gas emissions by
old facilities. To measure our progress in this
area we seprately track changes in emissions
from base year (2008) for capacity that had
been owned by the Company in the base year
and is still owned today.

Ryazanskaya GRES, a branch of 0AQ 0GK-2, is completing retrofitting its coal
dust generation unit No. 2, with a capacity increase to 330 MW (STU-330). SRFC
for the generation unit after retrofitting will be 328 g/kWh. Before retrofitting,
its marginal refeience fuel consumption was 389 g/kWh. As a result, specific
pollutant emissions will be reduced by 15.7%.

We are committed to reducing green-
house and pollutant gas emissions by our
generating facilities. In the reporting period
(2012-2013), our efforts included various
activities such as:

e maintenance, set-up and adjustment of
operating conditions for fuel combustion
equipment;

e retrofitting and upgrade of gas recircula-
tion systems; and

e deployment of environmental emission
monitoring and gas analysis systems.

We are also implementing research proj-
ects and deploying new engineering solu-
tions to make the ambient air cleaner. Among
other things, in 2013 OAO Mosenergo and
JSC SRI Atmosphere developed a Method
for Assessing Gross Pollutant Emissions
by Boilers of Thermal Power Plants. RD
34.02.305-98.

With generation boilers of 0AO Mosenergo's power plants being equipped with
an automated environmental monitoring system, we are able to track the content
of pollutants in flue gases on-line and where necessary promptly take standard
measures to reduce emissions. As a result, in the reporting period boiler emission
ratios were never exceeded for any specific ingredient.

Novocherkasskaya GRES of OAO OGK-2
is currently completing the construction of
a 330 MW (STU-330) with a circulating flu-
idised-bed (CFB) boiler. This project is unique
in that, apart from using a cooling tower to
reduce water consumption, it provides for a

coal firing technology that is an optimal tool
to ensure compliance with the existing en-
vironmental standards and applicable Euro-
pean standards for pollutant emissions. This
was the first case when this technology was
introduced in Russia.

@ GAZPROM
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Total cost of emission reduction measures, RUB thousand

2012 2013
Mosenergo 19,737 14,399
TGC-1 294,934 183,856
0GK-2 90,926 80,023

In 2012, 0A0 Mosenergo purchased and commissioned a mobile environmental
laboratory to monitor the condition of ambient air within the areas covered by power
plants. This is a special vehicle with equipment to measure pollutant concentration
in the atmosphere, take air samples and monitor changes in meteorological
parameters. In 2013 alone, we took and analysed 12,660 samples of atmospheric
air in the area covered by power plants of 0AO Mosenergo for nitrogen oxide,
carbon oxide, nitrogen dioxide, sulphur dioxide and dust content.

Fig. 38. Kumskaya HPP

Since the demand for electricity and
heat closely correlates with both seasonal
temperature fluctuations and instability of
current weather conditions, any material

Climate change

climate change in the regions where we
operate would immediately have a notice-
able impact on the income of our gener-
ating companies. Our hydro generation

Fig. 39. Cascade operation scheme with Vuoksa HPP Cascade as an example

Considering that material climate
changes are unlikely in the short and me-
dium term and are hard to accurately fore-
cast in the longer term, we do not assess
their potential financial implications for

our companies. Nevertheless, we do not
rule out this risk and are aware of the fact
that climate change can both be harmful to
our business and become a source of ex-
tra demand and higher profits for us. For

Fig. 40. Hydro turbine operation scheme with Lesogorskaya HPP as an example

facilities owned by OAO TGC-1 are also
exposed to risks related to water level
fluctuations.

this reason, we take pro-active steps to im-
prove the economic, financial and process
sustainability of our business to make sure
we are ready for any possible scenario.

@ GAZPROM
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In managing water resources, we are
guided by the requirements of Russian and
international laws and seek to minimise
the impact the operations of our generat-
ing companies have on water resources. All
our operating processes are compliant with
the following approved regulations aimed to
reduce water consumption, water disposal
and effluent discharges:

e Water Code of the Russian Federation of
14 July 2008; and

e Water Strategy of the Russian Federation
to 2020 of 27 August 2009.

The process of heat and electricity gen-
eration is associated with heavy water con-

Fig. 41. The cooling system in a Steam power
plant (TPP-26)

Service water is also needed to cool
down auxiliary equipment. Once processed
in water treatment facilities, service water
is used to compensate for steam losses in
the principal cycle of the power plant and
the heat supply system. Water is also used

93

sumption and discharge of waste water con-
taining various pollutants.

In our companies, most service water
is consumed by cooling systems of com-
bined heat and power plants where water
is used to condense steam. Steam power
plants obtain high-pressure water steam
from desalinated water by burning fuel.
Steam energy is transformed into me-
chanical energy by rotating the turbine
rotor which is then transformed into elec-
tricity via an electric generator. The steam
exiting from the turbine is condensed by
cooling water.

Fig. 42. The cooling tower of TPP-26

to wash heating surfaces of boilers and
clean equipment (mainly boilers) of de-
posits. Coal-fired power plants use water
to remove ash and slag from generating
facilities to ash dump sites.

Water management

I

[T 330 MW generator B

] Steam turbine

Fig. 43. Flowchart of a coal-fired generation unit at a State District Power Plant (GRES)

h |
A
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Fig. 44. Flowchart of a gas-fired generation unit at a CHPP

Most combined heat and power plants
draw service water from surface water bod-
ies, while some power plants use industrial
waste water. Water from municipal water
pipelines is used for sanitary purposes.

o4

Amount and sources of withdrawn water, thousand cubic metres

Mosenergo TGC-1 0GK-2
Total including
Murmanskaya CHP
2012 2013 2012 2013 2012 2013 2012 2013
Water withdrawal, thousand cubic metres
from surface 476,183 472,445 371,926 328,347 - - 4,158,481 3,781,462
sources
from under- 1,976 1,785 2 2 - - 1,990 1,849
ground sources
from public water 7,048 7,154 121,851 120,030 1,138 1,207 7,039 7,381
supply systems
from other water 49,655 46,525 4,871 5,020 - - 1,236 1,325
supply systems
Total 534,862 527,909 498,650 453399 1,138 1,207 4,168,746 3,792,017
Water reused, thousand cubic metres

Total 27,666 27,129 3,243 2,264 460 159 133,056 133,821

G4-EN1
G4-EN8

G4-EN10

Fig. 45. Monitoring of environmental performance by generating
companies of Gazprom Energoholding Group

Waste water is discharged via special
water outlets into surface water bodies and
sewerage networks. Chemical laboratories
of power plants check the quality of waste
water on a regular basis. Clean-to-standard
waste water includes waste water from
cooling systems, while treated-to-standard
waste water is water that was purified by
treatment facilities. To obtain treated-to-
standard waste water, we use mechanical,
physical / chemical and biological treatment
methods.
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Waste water disposed by the Company and its level of treatment, thousand cubic metres

Mosenergo TGC-1 0GK-2
Total including Murmanskaya
CHP

2012 2013 2012 2013 2012 2013 2012 2013
polluted and untreated - - 136,193 126,059 - - 1,878 1,957
polluted and insufficiently 22,284 22,598 2,283 2,090 125 131 3,110 3,677
treated
clean-to-standard 356,782 301,925 205,092 180,599 - - 4,079,365 3,647,107
(untreated)
treated-to-standard 14,625 15,911 2 5 - - 6,154 5,866
Total 393,691 340,434 343,570 308,753 125 131 4,090,507 3,658,607

Waste water discharged by our generating
companies does not contain polychlorinated bi-
phenyls (PCB) or similar substances and is not
transferred to other organisations for reuse.

Heat discharge by power plants (discharge of cooling water into adjacent water bodies and thermal pollution of water bodies): total amount

and share in the total waste water discharge:

Waste water discharged by our compa-
nies is very warm. Although we do not run
any targeted assessment of impact by this
thermal pollution on ecosystems of rel-

gvant water bodies, we are committed to
limit this impact.

Mosenergo TGC-1 0GK-2
Nevsky, Kolsky and Murmanskaya CHP
Karelsky Branches
2012 2013 2012 2013 2012 2013 2012 2013
Total heat discharge, thou- In 2012-2013, 205,092.2 180,484.4 In 2012-2013, 4,079,365.4 3,739,772.7
sand cubic metres OAOQ Mosenergo did not OAO Murmanskaya CHP
The share of heat discharge ~ Collect data on thermal 59.7 58.5  did not collect data on 99.8 99.7

pollution of water
bodies

in the total waste water
disposal, %

thermal pollution of
water bodies

99

We are actively working to minimise
water consumption and water discharge
by all our power plants, as well as effluent
in waste water. To this end, all our power
plants are constructing or retrofitting spe-
cial waste water treatment and neutralisa-
tion equipment and facilities. In monitoring
the effluent we pay specific attention to oil
products as an essential environmental as-
pect.

In 2013, the Ecological Service and op-
erating branches of OAO Mosenergo jointly
analysed the company’s water consump-
tion and water disposal costs and drafted a
list of cost cutting measures. Out of the 63
measures proposed, they selected 29 least
expensive (below RUB 1m) and fastest pay-
back initiatives. The selected measures are
now being implemented by the company.
Some of them are organisational; some pro-
vide for repairs; and some require invest-
ment in the replacement and upgrade of
existing equipment and infrastructure. The
total cost of these initiatives will be RUB 27
mm, while their annual economic effect is
estimated at RUB 26 mm.

OAO TGC-1 and Norwegian and Finn-
ish environmental and energy profession-
als jointly work on preserving the natural
parameters of Lake Inari. The parties up-
date their forecasts of the hydrological
situation on a regular basis and use them
to agree water release from Lake Inari, as

well as share information on safe opera-
tion and monitoring of waterworks. Their
joint efforts are primarily focused on bring-
ing changes in water levels in Inari close
to natural changes and preserve its flora
and fauna by recreating the conditions for
fish spawning and conservation of fish re-
sources. The parties cooperate under the
tripartite treaty On Regulation of the Water
Level of Lake Inari using Kaitakoski Hydro
Power Plant signed by the Governments
of the USSR, Norway and Finland in 1959.
The treaty provides for the monitoring of
the water level in Lake Inari, located in Fin-
land, and the Paz River, which flows out
of Inari and runs across Finland, Russia
and Norway. Seven hydro power plants are
installed on the river, including five plants
that are combined into the Paz HPP Cas-
cade of OAO TGC-1 and two plants that are
part of the Norwegian energy system. Kai-
takoski HPP is the balancing power plant
of the hydro system. The HPP is the first
power plant of the Paz HPP Cascade that
directly affects the level of water and deter-
mines the operating mode of downstream
plants. The joint efforts of energy and en-
vironmental experts of the three countries
over more than half a century are an ex-
ample of stable and mutually beneficial
relations between neighbouring nations in
natural resources management.
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OAO TGC-1 has in place a specialised
Water Management Efficiency Improvement
Programme. Its key goal is to improve water
management efficiency by cutting withdrawal
losses of drinking quality water and reducing
waste water discharge into sewerage Sys-
tems.

OAO OGK-2 pursues a programme for
staged transition to the water recirculation
model. A considerable part of water drawn by
the company is used to cool process equip-

Fig. 46. The meeting with environmental experts from Norway and Finland

ment. Water discharged after equipment
cooling is clean-to-standard, so thermal pol-
lution is their key negative impact on natural
water bodies. To reduce this impact all new
generation units of 0AO OGK-2 are designed
and constructed using only the water recir-
culation model for water supply and cooling
towers. This model is used in all newly con-
structed units of Novocherkasskaya GRES,
Cherepovetskaya GRES, Serovskaya GRES
and Troitskaya GRES.

Fig. 47. Lake Inari

In 2013, Ryazanskaya GRES, a branch of 0AO OGK-2 successfully stocked the Novomichurinskoye Reservoir with fish. This
project was implemented as part of a programme developed by the Federal State Budgetary Establishment Central Department of
Fisheries Examination and Review and Protection and Acclimatisation Standards (FSBE TSUREN). A total of 9.5 tonnes of fish was
purchased and released into the reservoir: 6 tonnes of grass and black carps; 2 tonnes of common carps, 1 tonne of silver carps,
and 0.5 tonnes of sterlet sturgeon. Over the recent years, a total of 38 tonnes of fry has been stocked by Ryazanskaya GRES into
the Novomichurinskoye Reservoir.

The fish stocking of the Novomichurinskoye Reservoir is carried out to ensure the normal electricity generation process cycle
at the power plant as small crustaceans and algae harmful to the waterworks equipment serve as food for the fish. This is also a
natural way of improving the environmental condition of the reservoir, which affects the environmental well-being of the entire region.

Fig. 48. Ryazanskaya GRES at Novomichurinskoye Reservoir
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Business and administrative operations
of our generating companies result in in-
dustrial and consumer waste. The level of
adverse environmental impacts of our gen-
erating companies’ operations, primarily
the intensity of pollutant emissions, and
the amount of waste are closely linked to
the electricity generation rate, the configu-
ration and condition of process equipment
at the power plants, as well as to the fuel
mix used.

The following measures are taken by the
companies to collect, use, neutralise, trans-
port and dispose of Hazard Class 1, 2, 3 and
4 wastes:

Waste generation, tonnes

e 0AO Mosenergo: under unlimited licence
No. 077 018 of 09 July 2013 to neutralise and
dispose of Hazard Class 1 to 4 wastes;
e 0AO TGC-1: under licence No. 7800091
of 25 August 2011, valid until 22 June
2015, to collect, use, neutralise, transport
and dispose of Hazard Class 1 to 4 wastes;
and
e 0AO OGK-2: under unlimited licence No.
D 26 00003 of 11 January 2013 to neu-
tralise and dispose of Hazard Class 1 to
4 wastes.

Draft waste generation targets (DWGT)
and waste disposal limits have been devel-
oped and agreed with supervisory authorities

Industrial waste generation

for each branch of our generating compa-
nies. These documents also list the waste
neutralisation and waste disposal sites used
by the Company. The waste is transferred to
other entities to be processed for neutralisa-
tion, recycling or disposal at municipal solid
waste (MSW) landfills.

Even a one-off unauthorised disposal
of industrial waste might cause a genuine
environmental problem. For this reason,
all business units of our companies strictly
monitor their waste treatment. Each type
of industrial waste is collected into special
containers or on special temporary waste
storage sites. Waste is taken out by prop-

Mosenergo TGC-1 0GK-2
Total including
Murmanskaya CHP

2012 2013 2012 2013 2012 2013 2012 2013
Hazard Class 1 11.2 10.7 12.0 8.6 0.36 0.558 11.8 10.9
Hazard Class 2 0.4 1.8 5.4 8.8 - - 1.0 1.0
Hazard Class 3 683.8 660.6 3,761.6 1,623.0 426.35 303.7 1,074.4 931.4
Hazard Class 4 9,676.4 8,946.2 9,135.7 9,273.8 511.6 603.7 212,297.6  183,019.7
Hazard Class 5 108,562.8 161,507.3 74,7934  86,016.3 546.8 502.7 3,341,106.6  2,909,990.7
Total 118,9346 171,266  87,708.1 96,930.5 1,485.1 14106  3,554,4914 3,093,953.7
Including:
oil slime 278.9 164.6 3,086.7 1,117.8 14.00 11.04 24.2 52.8
bottom ash 79,725.0 139,519.3 67,984.5  75624.6 396.0 281.7  3431511.0 2,961,568.5

o7

erly licensed third-party entities in line with
environmental requirements. Then Hazard
Class 1, 2 and 3 wastes and some Hazard
Class 4 wastes are disposed of or recycled
by specialised companies. The bulk of Haz-
ard Class 4 and 5 wastes is taken to mu-
nicipal solid waste landfills. All our waste
disposal destinations have been agreed with
the Russian Federal Service for Supervision
of Natural Resources.

In some cases, waste can be recycled
for re-use. For instance, OAO Mosenergo’s
power plants send their ferrous and non-
ferrous metal waste resulting from repairs
to recycling. Metal recycling reduces the

Fig. 49. TPP-11

intensity of the ore deposit mining and the
impacts on land surface at waste storage
sites, as well as the overall environmental
impact.

Most waste from our operations is rep-
resented by Hazard Classes 4 and 5. They
include bottom ash from coal combustion.
Bottom ash is placed at our own specially li-
censed ash dumps. Out of all the waste we
generate only used-up fluorescent lamps are
of Hazard Class 1. They are carefully collect-
ed and delivered to specialised entities for
disposal (neutralisation).

@ GAZPROM
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Waste disposal, tonnes

2012 2013 2012 2013
Total Including Total Including Total Including Total Including
Oil slime  Bottom ash Oil slime  Bottom ash Oil slime  Bottom ash Oil slime  Bottom ash
Mosenergo Murmanskaya CHP

Taken to our own landfills 31,684.5 - - 93,905.6 - - Taken to our own landfills - - - - - -
Recycled by the Company 239.3 0.9 - 174.8 41.0 - Recycled by the Company 3.759 - - 3.643 - -
Neutralised by the Company - - - - - - Neutralised by the Company - - - - - -
Delivered to third parties 87,454.5 278.0 49,603.1 77,274.7 123.6 47,622.4 Delivered to third parties 1,481.34 14.00 396.0 1,406.975 11.04 281.7
Including for: Including for

recycling 56,420.2 - 49,603.1  52,776.7 - 47,6224 recycling 2744 14.00 - 205.44 11.04 -

neutralisation 549.0 278.0 - 378.9 123.6 - neutralisation 184.268 - - 229.183 - -

storage - - - - - - storage - - - - - -

disposal 30,485.3 - - 24,119.2 - - disposal 1,022.67 - 396.0 972.352 - 281.7

TGC-1 0GK-2

Taken to our own landfills 3,816.6 - - 3,241.2 - - Taken to our own landfills 3,384,489.2 - - 2,941,997 4 - -
Recycled by the Company 3.5 - - 1.5 - - Recycled by the Company 87,086.4 23.7 - 104,158.1 50.8 -
Neutralised by the Company - - - - - - Neutralised by the Company 2.1 - - 2.0 - -
Delivered to third parties 80,842.7 3,086.7 64,612.0  91,926.3 1,117.8 72,914.0 Delivered to third parties 100,709.4 - 72,817.7  71,796.5 - 45,628.5
Including for: Including for:

recycling 38144 258.6 - 6,068.7 - - recycling 85,286.9 - 72,817.7  59,370.2 - 45,700.7

neutralisation 604.3 520.3 - 387.6 2214 - neutralisation 593.2 511.6 - 768.1 466.4 -

storage - - - - - - storage 0.3 - - 0.2 - -

disposal 74,983.2 2,307.8 64,6154  82,396.0 896.4 72,924.6 disposal 14,829.0 - - 11,658.0 - -

In the reporting period (2012-2013),
we continued improving our waste dis-
posal practices and corporate documents
applicable in our companies. As a result, in

28

2012, OAO Mosenergo additionally drafted
a Procedure for In-process Control over In-
dustrial and Consumer Waste Disposal and
a memo on establishing an environmental

management system, while its branches
divided responsibilities for maintaining
areas orderly and clean state among their
business units. In 2012, 0AO 0GK-2 also

drafted and put into effect a Procedure for
In-process Control over Waste Disposal by
0AO OGK-2
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In 2012, to raise the environmental awareness of the personnel at its power plants,
O0AO Mosenergo made warning plates showing the rules for separate collection of

municipal solid waste.

A considerable part of OAO OGK-2’s
capacities are coal-fired, which makes the
issue of bottom ash disposal particularly
important for our Company. To reduce its
amount and maintain the useful capacity
of existing ash dumps, coal-fired branches
of OAO OGK-2 (such as Novocherkasskaya
GRES, Cherepovetskaya GRES and Troits-
kaya GRES) take measures to dispose of
bottom ash waste from ash dumps and re-
move dry ash directly from under electric
filters. At present, we are considering stor-
ing bottom ash waste from Krasnoyarskaya
GRES in the mined-out area of the Borodin-
sky coal basin.

Bottom ash from Troitskaya GRES of
OAO OGK-2 is taken to an ash dump at the
salt lake of Shubarkol. Since it is located in
the Kostanay Region of Kazakhstan, Rus-
sia’s neighbour, all relevant environmental
measures are taken in accordance with the
Environmental Code of the Republic of Ka-
zakhstan. In particular, we monitor emis-
sions at the ash dump on a regular basis,
as well as run operating and environmental
monitoring of environmental impacts of the
ash dump, pulp pipeline and water duct of
Troitskaya GRES, which are also located in
the Republic of Kazakhstan. The following
measures were taken at the ash dump in
2012-2013:

e dust suppression at ash storage areas by
planting perennial grasses;
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e maintenance of fences and separation
dams of the ash dump;

e monitoring at the ash dump;

e assessment of the technical condition of
dams and measurement of the free capacity
of Sections 2 and 3;

e replacement of a section of the ash dis-
posal pipeline and the clarified water pipe-
line;

e reclamation of the ash dump’s Sections 1
and 2;

e ash dump zoning;

e preparation of draft TER (Republic of Ka-
zakhstan);

e construction of a water stop at the clarified
water channel of Section 3;

e drafting of environmental control pro-
grammes;

e development of a project for reclamation
of lands disturbed by the construction and
operation of the ash dump alongside the right
bank of the Kairak River.

Currently, all these measures are carried
out according to the Plan of Measures by
Troitskaya GRES, a Branch of OAO OGK-2,
to Reduce the Adverse Environmental Im-
pact of the Ash Dump at Lake Shubarkol
in 2013-2014, agreed with the Ministry of
Environment of the Republic of Kazakhstan.
Upon its expiry, we will adopt a similar plan
for 2015-2016 (and so on until we finish us-
ing and shut down the ash dump).

By setting up an ash dump at the salt lake of Shubarkol, we noticeably changed the local environment. Some of these changes
are negative, but some are positive for the local flora and fauna. E.g. meltwater from the eastern water withdrawal area of the
dump was obstructed by the dam, which resulted in a new water reservoir, Vostochny. It proved to lie on the path of seasonal
bird migrations. Currently, the new lake hosts ducks, herons, cranes, coots, and swans, with many of the species featured in the
Russian Red List of endangered species. An increase in the fowl population led to higher numbers of birds of prey (kites, golden
eagles, falcons and snowy owls) and carnivorous animals (foxes, corsacs, and ferrets). Once fresh, the surface waters in the ash
dump vicinities created favourable living and spawning conditions for carps. Gudgeons, which also appeared in the lake, are also a
sign that the water is relatively clean. Moreover, grain crops on the land around the dump have increased, while the area of saline

soils has shrunk, creating more agricultural lands.

Fines and non-financial penalties imposed on the Company for violation

of environmental laws

Mosenergo TGC-1 0GK-2
Total including Murmans-
kaya CHP
2012 2013 2012 2013 2012 2013 2012 2013
Number of non-financial penalties imposed ) 3 17 12 4 3 - 4
Total amount of fines imposed, RUB thou-  110.0 - 357.0 2,7102.7 105.0 90.0 21,326.1  1,635.0

sand

The largest fine imposed on OAO OGK-
2 in 2012 was related to the company’s
operation of the ash dump of Troitskaya

GRES in the Republic of Kazakhstan. Since
all violations of Kazakhstan’s environmen-
tal laws that had been identified were rem-

edied, in 2013, the company’s fine costs
reduced dramatically.

2012 2013
0GK-2
Amount of fines imposed in the Russian Federation, 135.0 140.0
RUB thousand
Amount of fines imposed in the Republic of Kazakhstan, 21,139.1 1,471.8
RUB thousand
Total amount of fines imposed, RUB thousand 21,2741 1,611.8

@ GAZPROM
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Environmental costs and investments

| G4-EN31

Environmental costs and investments, RUB thousand

Mosenergo TGC-1 0GK-2 Mosenergo TGC-1 0GK-2
Total including Total including
Murmanskaya Murmanskaya
CHP CHP
2012 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012 2013

Preparation and approval of 25,142 20,135 5260 10,502 887 252 6,980 10,660 — protection of the environment 1,904 656 943 969 - - - 337
permits against noise, vibration and other
In-process environmental control 18,861 26,505 11,762 12641 284 459 19752 25029 Physicalimpacts
and monitoring — preservation of biodiversity and - - - - - - 772 424
Compensation for adverse envi- 25433 26,832 136561 172,669 7950 5458 324,082 361,799 Protection of nature areas
ronmental impact, including fines —research and developmen 85 - - - - - - -
and recovery costs — other - - 2075 19,149 - - 2486 2,131
Equity investments to improve 85,725 51943 176,830 53,637 - 4,258 357,805 56,678 . .
environmental performance, !:ees f_or environmental services, 628,511 594,921 265,109 354515 2,777 2,600 171,700 157,423
including including

. — ambient air protection and 9465 13,139 5,421 2,690 818 197 8,457 12,119
— water protection 47,664 2,616 176,830 50,736 - 4,258 - - climate change prevention
— ambient air protection 37,361 34834 - 2,901 - - 13159 49,166  _\yaste water collection and 546,424 512,808 163,320 227,823 1,192 1,541 3,997 3,850
— land protection - - - - - - 344646 3,299 treatment
fish protection and reproduction 700 14,493 _ _ _ _ _ 4213 — waste treatment 66,913 65,018 92,741 106,699 767 862 29,746 31,535
— disposal, neutralisation and - - - - - - 307,264 184,941 — protection and remediation of 681 493 2,387 17,004 - - 79,291 11,501
burial of toxic waste land, surface and ground waters
Current (operating) environmen- 50,420 27,950 264,423 187,019 6176 6,793 307,263 184,940  — protection of the environment 1,448 3,463 296 299 - - 6 6
tal costs, including against noise, vibration and other
— ambient air protection and 19302 10,043 19,337 14267 1407 1523 77,251 4gg97  Physicalimpacts
climate change prevention — preservation of biodiversity and - - 944 - - - 1,190 3,298
_ waste water collection and 17906 9301 134419 57,368 4769 5270 111235 101,039 Protection of nature areas
treatment — radiation safety of environment - - - - - - 2 8
— waste treatment 10,625 7,850 107,620 95,315 - - 103,497 16,253 —research and development 857 - - - - - - -
— protection and remediation of 598 100 429 351 - - 12,022 15,759 - other 2,723 - - - - - - -

land, surface and ground waters
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Environmental complaints received
by the companies in 2012-2013

Mosenergo TGC-1% 0GK-2
2012 2013 2012 2013 2012 2013
total number of envi- 4 6 2 1 1 6
ronmental complaints
received by the Com-
pany from the public in
the reporting period
the share of complaints 4/100% 6/100% 2/100% 1/100% 1/100% 6/100%
that we started to ad-
dress in the reporting
period, number / %
the share of com- 4/100% 6/100% 1/50% 1/100% 1/100% 6/100%

plaints resolved over
the reporting period,
number / %

Fig. 50. TPP-21

61 24 0OAO Murmanskaya CHP did not receive any environmental complaints in 2012-2013.

Environmental awards

On 19 December 2011, OAO Mosenergo won the
second prize for the Best Completed Project Using
Green and Energy Saving Technologies, awarded by
the Government of Moscow for designing and orga-
nising the implementation of advanced high perfor-
mance environmental technologies at the company’s
power plants.

In addition, the Government of Moscow
recognised the environmental performance of
OAO Mosenergo by awarding the company a diplo-
ma For Important Contribution to the Environmen-
tal Protection of Moscow.

OAO Mosenergo intends to keep improving its
performance. In 2011, Swedish SWECO ran an audit
of the company’s power plants, the results of which
are currently used to implement a number of effi-
cient environmental measures.

In 2012, OAO TGC-1 won the Crystal Drop, an
award by GUP Vodokanal of St. Petersburg, as the
Best User. The Crystal Drop award was first run in
2012. Winners and runners-up were selected by a
special panel of experts set up by GUP Vodokanal
of St. Petersburg. They nominees were evaluated
against special criteria, with the major criterion be-
ing timely and full discharge of contractual obliga-
tions and the implementation of environmental and
water protection measures by the user. Winners
were selected in several categories. 0AO TGC-1 be-
came No. 1 among Saint Petersburg heat and elec-
tricity suppliers.
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Fig. 51. Environmental diploma awarded to OAO Mosenergo by the Govern-
ment of Moscow in 2011
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Fig. 52. Diploma issued to OAO TGC-1 as the winner of the Crystal Drop, an
award launched by SUE Vodokanal of St. Petersburg
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Labour Sustainability

Management's approach to HR policy and occupational health and safety

The HR policy and the personnel manage-
ment system of Gazprom Energoholding’s
generating companies are aligned with the
strategic goal of OAO Gazprom: “become
a leader among global energy companies”
and are aimed at building a team of profes-
sionals capable of delivering their objectives
in an efficient way. We believe that our HR
policy must primarily focus on achieving and
maintaining a stable status of a “preferred
employer” that attracts committed and highly
efficient people.

We are aware that the compliance with
labour law requirements and competitive
remuneration are the necessary, but not
sufficient conditions for retaining highly
skilled professionals and recruiting new
talent. For this reason, we strongly focus
on creating safe and comfortable working
conditions and providing our employees
with opportunities for career enhancement
and professional development as well as
to holding skills contests for employees,
sports, recreational and other events and
programmes. We also care about social
security of our employees. We believe that
all this combined provides an incentive for
long and efficient employment experience
with our companies and makes our employ-
ees aware of their value to the Company
and of the importance of their contribution
to the overall success. The key principles of
the HR policies of our generating compa-
nies are as follows:
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e transparency and openness,

e aspirations for sectoral leadership,

o efficient investments in the personnel,
® ongoing improvements, and

e organisational discipline.

The Human Resources Management
Policy of OAO Gazprom, its Subsidiaries
and Entities for 2011-2015 (approved by
Resolution No. 49 of OAO Gazprom’s Man-
agement Committee of 07 November 2009)
is the underlying document for personnel
management in Gazprom Energoholding’s
generating companies. Corporate docu-
ments of our companies were drafted in
strict compliance with the above document
and statutory requirements of the Russian
Federation.

Occupational health and safety is a key
industrial safety priority in our companies
and is governed by the requirements of ap-
plicable regulations on industrial safety, in-
cluding:

e Federal Law No. 116-FZ On Industrial Safe-
ty of Hazardous Operating Facilities (HOF) of
21 July 1997, and

e the Rules for In-Process Control over
Compliance with Industrial Safety Require-
ments at Hazardous Operating Facilities as
approved by Resolution No. 263 of the Rus-
sian Government of 10 March 1999.

Our companies have in place a specialised
Occupational Health Management System
(OHMS) that is driven by:
® aprocess-based approach,

e compliance with the statutory occupation-
al health rules and standards,

e systemised training of operating personnel
in safe work methods and techniques, sup-
ported with regular refresher trainings,

e regular follow-up and appraisal of occupa-
tional health efforts,

e the interest of employees in safe working
conditions,

e full logistical support for occupational
safety events, and

e responsibility of each employee for safety
at his or her workplace.

We work towards building a
common governance and manage-
ment framework across in Gazprom
Energoholding’s generating compa-
nies. These efforts will result in the
unification of articles of associa-
tion, organisational structures, core
business processes, and corporate
statistical and analytical reporting
forms.

Corporate human resources

As of 31 December 2013, the headcount
of Gazprom Energoholding’s generating
companies (including persons employed
under civil law agreements) was 24,272

Fig. 53. Employee of TPP-26

employees, down 3.9% year-on-year, or by
998 employees. By 31 December 2013, the
share of women stayed flat year-on-year at
31%.
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The total headcount including persons employed under commercial contracts and part-time

In recruiting employees and selecting without regard for any social status or keep-  bation are given a job assignment for the pro-

employees (by region and by gender)

nominees for management positions, we fo-
cus exclusively on their professional skills,

ing relevant statistics. Each new employee
receives job orientation. Employees on pro-

bation period, on expiry of which we assess
their performance.

Region of operation 2012 2013
Female Male Female Male Headcount of corporate governance / management hodies by gender and age
Mosenergo Below 30 From 30 to 50 Above 50
Moscow and Moscow Region 2,144 5,412 2,148 5,436 2012 2013 2012 2013 2012 2013
2144 5,412 2148 5436 Female Male Female Male Female Male Female Male Female Male Female Male
Total for Mosenergo 7556 7584 Mosenergo 9% 200 104 212 314 831 328 878 188 807 213 784
TGC-1 TGC-1 34 146 20 144 223 681 231 636 144 538 150 524
. including 1 7 1 6 7 54 7 51 5 29 6 29
Saint Petersburg 1,231 2,432 1,140 2,344 Murmanskaya CHP
Leningrad Region 272 751 217 AL 0GK-2 16 39 16 38 307 717 312 727 154 360 141 329
Republic of Karelia 228 722 228 734
Murmansk Region 597 1,624 538 1626 Total headcount by staff and non-staff employee, by type of employment contract and gender
including Murmanskaya CHP 168 509 170 528 et o P il o s o - '\'0”_'3"3” -
mployment contract wi mployment contract wi ommercial contrac
Total for TGC-1 2,328 5,529 2,233 5415 i a{‘,taff employee appa):t-time employee
1,857 1,648 2012 2013 2012 2013 2012 2013
0GK-2 Female Male Female Male Female Male Female Male Female Male Female Male
Tyumen Region 323 708 296 678 Mosenergo 2119 5367 2,113 5,366 9 13 11 11 12 36 24 59
Ryazan Region 447 880 396 796 TGC-1 2,299 5462 2217 5,365 7 42 5 21 22 25 11 29
Sta\./ropol Terrlltory 298 601 263 937 ;l’}zlrﬁ;’:i kaya CHP 158 505 165 921 4 3 2 4 & 1 3 3
Leningrad Region 298 238 302 516 0GK-2 3543 6309 3167 5870 1 1 _ ~ ~ 3 B 3
Chelyabinsk Region 483 1,007 419 848
Rostov Region 514 739 491 701 Staff headcount by type of employment and gender
Krasnoyarsk Territory 314 696 235 658 Full-time Part-time
Vologda Region 242 322 245 335 2012 2013 2012 2013
Sverdlovsk Region 201 350 179 343 Female Male Female Male Female Male Female Male
: Mosenergo 2,119 5,367 2,114 5,365 9 13 11 11
Pskov Region 167 221 149 206 TGC-1% 2283 5,454 2,205 5,356 16 8 12 9
Krasnodar Territory 99 110 67 121 including 158 505 165 591 B B B B
3,544 6,313 3,167 5,873 Murmanskaya CHP
Total for 0GK-2* 0,857 0,040 0GK-2 3544 6.310 3167 5870 - - - -
Total for Gazprom Energoholding's 25,270 24272

generating companies

25 Including employees of the Company's headquarters in Moscow.
63 26 Information on staff employees (net of part-time)
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In 2012-2013, the average staff turnover
(ratio of the number of employees dismissed
for cause and the average number of employ-
ees on the payroll in the reporting period) in
Gazprom Energoholding’s generating com-

Staff turnover

panies was 8-10%. The following factors
contribute to our recruitment and retention of
skilled personnel:

e competitive remuneration (above average
across regions in which we operate),

e a number of benefits and compensations
payable to employees under corporate docu-
ments, and

e personnel  development
(training, career opportunities).

programmes

Below 30 From 30 to 50 Above 50
2012 2013 2012 2013 2012 2013
Female Male Female Male Female Male Female Male Female Male Female Male
Employees hired in 2012-2013
Mosenergo 89 284 83 301 78 160 83 209 31 64 65 54
TGC-1 82 315 92 272 78 183 81 143 31 46 22 99
including 1 14 6 18 7 10 12 17 - 1 - 5
Murmanskaya CHP
0GK-2 28 66 24 56 23 56 18 42 6 17 8 18
Employees dismissed in 2012-2013
Mosenergo 63 134 48 157 105 172 108 134 85 166 98 254
TGC-1 55 209 51 209 89 176 79 145 106 204 102 218
including 1 3 2 4 2 2 5 8 7 12 4 12
Murmanskaya CHP
0GK-2 23 55 12 29 55 131 20 49 45 107 36 86
Average employment time in our companies for employees dismissed in 2012-2013
Mosenergo 4y 4y 3y 2y 12y 13y 11y 11y 23y 23y 22y 23y
oo 2y 2y 2y s Ny SN S B myoay A
2m 4m 9m am 8dm 4m 10m
;ll}f//run?g;qskaya CHP 2 ! fn”d 23{ fn”d 2 A ﬁq”d 2 A fn”d i?lé/ 3y Lig a6n3</1 iﬁg ?nél 1;13, 21y
am 6m om 4m 3m 6m
0GK-2

OAO OGK-2 did not keep statistical records on the employment time for employees dismissed in 2012-2013

and in the previous periods. The average employment period in OAO OGK-2 is 12.7 years.

Staff remuneration

The remuneration system existing in
Gazprom Energoholding’s generating com-
panies contains a fixed part and a variable
part of remuneration. The fixed part con-
sists of fixed remuneration payable to em-
ployees and compensation payments de-
pending on their work conditions and the
nature of job. The variable part includes in-
crements and incentive payments, includ-
ing bonuses that are assessed on expiry
of the reporting period (month, quarter, or
year) subject to achievement of Key Per-
formance Indicators (KPI), which serve as
a tool to appraise employees’ performance
and motivation.

The remuneration framework of

OAO Mosenergo provides for a system of
grades (job positions) that reflect the dif-
ferences among employees depending on
their scope of job, level of responsibility

e

Fig. 54. Employee of TPP-20

and other factors that are used to assess
the fixed part of remuneration. 0AO TGC-1
and OAO OGK-2 assess their fixed remu-
neration using a wage rate system (or a
wage rate scale) that reflects the differ-
ences among employees depending on the
complexity of their job duties and achieve-
ment of work targets.

Pursuant to Russian laws, the regions
where our generating companies operate
employ the unified minimum wage rate
(MWR), which is the same for all employ-
ees regardless of their gender. The wage
rate for employees at the lowest positions
with our companies is above the MWR ap-
plicable in relevant regions and does not
depend on the gender or age of the em-
ployee. The average wage rate in our com-
panies is also maintained at a level above
the average regional.

@ GAZPROM
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Minimum wage (including compensation and incentive payments) to MWR ratio

in the regions of operation

Men's average salary to women's average salary ratio by employee category and region of employment

2012 2013
Mosenergo?
Moscow 2.47 2.79
TGC-1

Saint Petersburg 1.75 1.72
Leningrad Region 1.93 2.02
Republic of Karelia 2.92 2.51
. Kolsky Branch 1.93 1.94

Murmansk Region Murmanskaya CHP 210 1.88

0GK-2

Tyumen Region 1.82 7.84
Ryazan Region 1.45 3.19
Stavropol Territory 1.82 3.51
Leningrad Region 1.98 3.57
Chelyabinsk Region 1.82 3.96
Rostov Region 1.82 3.45
Krasnoyarsk Territory 1.65 5.81
Vologda Region 1.82 3.98
Sverdlovsk Region 1.82 3.96
Pskov Region 1.82 3.45
Krasnodar Territory 1.84 3.42

G4-EC5
Management White collar Blue collar G4-LA13
2012 2013 2012 2013 2012 2013
Mosenergo
Moscow and Moscow Region 1.12 1.13 1.18 1.21 1.26 1.24
TGC-1
Saint Petersburg 1.02 1.04 1.15 1.08 1.32 1.31
Leningrad Region 1.13 1.15 1.22 1.20 1.28 1.28
Republic of Karelia 1.09 1.09 1.12 1.10 1.13 1.13
Murmansk Region Kolsky Branch 1.15 1.19 1.11 1.13 1.16 1.16
Murmanskaya CHP 0.9 0.84 1.15 1.17 1.18 1.19
0GK-2

Tyumen Region 1.26 1.15 1.27 1.27 1.39 1.39
Ryazan Region 1.11 1.12 1.24 1.20 1.44 1.34
Stavropol Territory 1.35 1.24 1.23 1.25 1.29 1.29
Leningrad Region 1.28 1.30 1.32 1.33 1.67 1.57
Chelyabinsk Region 1.19 1.16 1.24 1.20 1.26 1.28
Rostov Region 1.21 1.17 1.22 1.20 1.34 1.42
Krasnoyarsk Territory 1.28 1.26 1.20 1.24 1.30 1.29
Vologda Region 1.19 1.21 1.17 1.10 1.28 1.25
Sverdlovsk Region 1.33 1.26 1.10 1.11 1.18 1.20
Pskov Region 1.50 1.61 1.29 1.22 1.50 1.48
Krasnodar Territory 1.27 1.43 1.13 1.19 1.38 1.42

27 OAO Mosenergo calculates this rate for all employees based on Moscow's MWR (as the company is legally registered in Moscow and is subject
65 to the unified wage rate scale), although four power plants of the company are physically located in the Moscow Region.
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In 2012-2013, our generating compa-
nies continued implementing a new ap-
proach to centralised personnel cost plan-
ning and improving the system of financial
incentives for senior executives. For this
purpose, we have developed the Sustain-
able Growth Support Model for Correlation
between Strategic Corporate Development
Plans and Personnel Costs. These efforts
resulted in additional improvements in the
cost management performance of gener-
ating companies and a new tool to moni-
tor management decisions on motivation,
personnel remuneration and organisational
planning. Over the last three years, by ap-
plying these tools, Gazprom Energohold-
ing’s generating companies achieved an
optimal income to cost ratio of personnel,
despite even a worsening environment (in-
troduction of tariff caps).

In particular, Gazprom Energoholding’s
generating companies analyse the growth
rates of specific revenue (per MW of in-
stalled capacity) and remuneration, i.e. the
company’s income to cost ratio of person-
nel, as part of centralised personnel cost
planning. We also factor in the increase in
generation capacity due to greenfield con-
struction, upgrade and retrofitting projects.

Wholesale Generation Companies (WGCs)

25000 7 25000 7
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10000 A 10000 -
5000 - 5000 -
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Territorial Generation Companies (TGCs)
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Fig. 55. Year-on-year changes in the revenue / headcount ratio, a measure of labour efficiency, in 2013 (RUB thousand / employee)

Mosenergo

The positive trends in the revenue / headcount ratio are as follows: 0AO OGK-2 significantly reduced the gap between its performance and the industry-average rate (from 34% to 15%),
while OAO TGC increased its lead over the industry average (from 19% to 36%). OAO Mosenergo maintained its lead over the industry average (193%), which is a neutral trend.
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Fig. 56. Year-on-year changes in the revenue /installed capacity? ratio, a measure of the growth in the return on assets used to calculate KPIs for top managers in 2013 (RUB thou-

sand / MW)

The positive trends in the revenue / in-
stalled capacity are as follows: OAO OGK-2
significantly reduced the gap between its per-
formance and the industry-average rate (from
13% t0 4.5%), while OAO TGC-1 increased its
lead over the industry average (from 17% to

31%). OAO Mosenergo maintained its lead
over the industry average (35%), which is a
neutral trend.

This method enabled HR functions to
control personnel costs in correlation with
the increase /decrease in income of our

generating companies and taking into ac-
count the economy of scale effect and the
implementation of new technologies, which
have a significant impact on both the cost
structure and efficiency and overall oper-
ating and management performance. The

Research and Development Council of
000 Gazprom Energoholding has praised
the results of the Sustainable Growth Sup-
port Model’s implementation and nomi-
nated the project for OAO Gazprom’s 2014
Science and Engineering Award.

@ GAZPROM

65 28 Heat capacity of TGCs (Gcal/h) is adjusted to electrical capacity (MW) using a factor of 1.163.




2012-2013 Sustainability Report by Generating Companies of Gazprom Energoholding

Labour Sustainability

Social security of our employees is a key
priority of our HR policy. The concept of so-
cial partnership that underlies our policy pro-
vides for various social payments, personal
insurance, healthcare and supplementary
pensions offered to employees. In this regard
our social policy provides for the following
social benefits and payments:

Protection of employees' interests and rights; collective bargaining

Protection of the interests and rights of employees; social security

e Voluntary medical insurance (VMI) of
employees. Upon the expiry of a proba-
tion period, every employee gets access to
healthcare services provided under Volun-
tary Medical Insurance programmes. VMI
offers a wide choice of healthcare institu-
tions.

To provide our employees with long-term access to healthcare services, in
2013, we signed agreements with 0AO SOGAZ INSURANCE for voluntary medical

insurance of employees until 2016.

e Accident insurance. Our employees are
insured against occupational accidents.
Benefits payable under the insurance pol-
icy are intended to provide support and
ensure adaptation following an insured oc-
currence.

e Recreation for employees and/or their
children. Gazprom Energoholding’s gen-
erating companies offer their employees
and/or their children recreation or resort
treatment opportunities during the sum-
mer season.

© Non-government pension plans. Gazprom
Energoholding’s generating companies offer
Non-Government Employee Pension Plans to
their employees.

e Support to war and homefront veterans of
World War Il (retired employees of Gazprom
Energoholding’s generating companies).
As part of our social policy, our generat-
ing companies provide annual charitable
support to war and homefront veterans of
World War I1.

We highly value feedback from our personnel and seek to use all available
channels for communication with our employees. They include focus groups,
sessions and workshops, surveys and polls (via circulated e-mails), meetings
of management of various levels with employees, dedicated hotlines, etc. These
activities mainly focus on: assessing personnel satisfaction; adjusting the system
of corporate values; improving utility services available to employees; planning

medical examinations, etc.
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Relations with trade unions and collective bargaining

Relations with trade unions are an im-
portant tool to safeguard the interests of
employees in our generating companies
and maintain a social partnership between
the management and the personnel. Shop-
floor trade unions in branches of 0AO TGC-1
and OAO OGK-2 act as a part of All-Rus-
sian Electric Trade Union. Shop-floor trade
unions in branches of 0AO Mosenergo are
part of Moscow City Trade Union Elektro-
profsoyuz. Although the main objective of
trade unions consists in safeguarding pro-
fessional, labour, and social and economic
rights of employees against violations by
the employer, we believe that their ben-
efit to the employer should not be under-
estimated. For employers, they serve as
a “telltale indicator” of the general senti-
ment in the team, while the trade union’s
support facilitates the implementation of
social initiatives, as well as identification
and resolution of issues in the team on the
whole and for each employee in particular.
Trade unions also represent the interests of
our employees in their relations with other
organisations that may be important in ad-
dressing their needs. The involvement of
trade unions of our companies in the activ-
ities of the Russian Trilateral Commission
on the Regulation of Social and Labour Re-
lations serves as an example of their con-
tribution to upholding and protecting such
interests.

Collective bargaining is another key as-
pect of the relations between generating
companies and trade unions. Our collective

bargaining procedure is based on the Rus-
sian Labour Code and best industry practic-
es. In developing contractual relations be-
tween social partnership stakeholders, we
seek to secure social and economic rights
and guarantees of employees, increase la-
bour efficiency and productivity, improve
work quality, comply with the labour and
process discipline, occupational health
and safety, and workplace hygiene require-
ments.

At OAO Mosenergo, OAO TGC-1 and
OAO OGK-2, collective agreements cover
100% staff employees of branches. All
stakeholders are involved in monitoring
compliance with collective agreements via
periodical (quarterly / half-yearly / yearly) re-
ports and conferences. The companies have
collective bodies in place to discuss matters
related to collective agreements, which com-
prise representatives of employers, employ-
ees (trade unions) and in some cases repre-
sentatives of 000 Gazprom Energoholding.
Collective agreements with employees of our
generating companies include the following
key elements:

e work and leisure time rates; work week,
principal and extra leave durations;

e minimum monthly pay rates for Grade 1
operators: determined taking account of the
CPI for past periods based on the company’s
balance sheet capabilities;

e occupational health: employer’s com-
mitments on safety, medical examinations,
work clothes / footwear, accident insurance,
etc.;

® Dbenefits, guarantees and compensations:
disability payments; financial and similar aid
to employees (for events such as vacation,
marriage, the birth of a child, etc.); recreation
/ medical treatment for employees and their
family members; awards; benefits payable to
retirees.

Relations of our companies with self-
employed businessmen and contractors
(legal entities) engaged to perform specific
jobs are governed by special agreements
entered into between our generating com-
panies and such self-employed business-
men or contractors.

The minimum period of notice to be given
to employees on material changes in all gener-
ating companies of Gazprom Energoholding is
two months, which is in line with the Russian
Labour Code’s requirements. In our gener-
ating companies, collective agreements
also provide for prior notice to be given to
trade unions on any forthcoming reorgani-
sation, and for information to be provided to
them on reorganisation decisions adopted
by the meeting of shareholders, within 20
days from the date of relevant decisions.
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Measures taken by our generating compa-
nies on occupational health and safety are fully
compliant with the requirements of applicable
laws. However, relevant commitments of our
companies are additionally set out in Collec-

Occupational health and safety at workplace

tive Agreements of the generating companies.
In particular, the Occupational Health section
of Collective Agreements contains occupa-
tional health provisions aimed at protecting
the lives and health of employees at work.

Our companies take consistent efforts
to ensure protection of their employees’
lives and health and reduce the occupa-
tional injury rates, focusing on the follow-
ing areas:

Focus areas

Measures

Administrative and financial
support

« supporting the operation of specialised services responsible for occupational health and fire safety;
« financing occupational health measures taken under applicable laws;

Monitoring of the medical
condition of employees

« mandatory preliminary, periodical, pre-shift, and pre-trip medical examinations / inspections of employ-
ees of relevant categories at the expense of the employer;

« preventing the involvement in any work for employees who failed to timely pass a mandatory medical
examination:;

« preventing the involvement of employees, including with their consent, in any work that is counter-
indicative for them for health reasons;

« recording and analysing occupational diseases of employees; developing and implementing relevant
preventive measures.

Healthy and safe work
environment

« creating healthy and safe working conditions at every workplace with subsequent workplace assessment
based on parameter measurements;

« provision of certified protective clothing, footwear and other personal protective equipment, milk and
other equivalent food, detergents and disinfectants (soaps, creams) to employees operating in harmful or
hazardous working conditions, or in extreme temperatures or climatic conditions, or in a polluted environ-
ment in line with the existing standards.

Personnel trainings and
briefings

« organising occupational safety trainings, briefings and knowledge tests for employees in line with the
established procedure;

Occupational health and safety
control and audit

« organising and exercising in-process control in line with the procedure set out in applicable laws;
« running a supplementary cross-audit of occupational health and safety at operating facilities.

Accident investigation, registra-
tion and prevention

« running unbiased investigation and registration of accidents, analysing their causes and preparing tar-
geted measures to prevent similar accidents in future.
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In the reporting period (2012-2013), our
companies implemented the following mea-
sures as part of the existing OHMS:

e Mandatory preliminary, periodical and
unscheduled medical examinations (inspec-
tions):

In line with the procedure in place at
our companies, in 2012-2013, mandatory
preliminary examinations were carried out
for new hires, and periodical examinations,
based on name lists of employees that were
subject to periodical examinations. These
lists were submitted to territorial authori-
ties of the Federal Service for the Over-
sight of Consumer Protection and Welfare
(Rospotrebnadzor). Employees who com-
plained about health problems were direct-
ed to unscheduled medical examinations.
Medical examination services for employ-
ees of Gazprom Energoholding’s generating
companies were provided by 000 SOGAZ-
Medservice under existing agreements. As
part of these efforts, we also held aware-
ness raising meetings, handed out booklets
on preventing viral diseases and materials
promoting blood donation and healthy life-
styles, and organised vaccination of em-
ployees.

e Workplace assessments for quality of
working conditions:

Pursuant to Order No. 342n On Ap-
proval of the Procedure for Assessment of
Workplaces for Quality of Working Condi-
tions by the Russian Ministry of Healthcare

and Social Development of 26 April 2011,
in 2012-2013, Gazprom Energoholding’s
generating companies ran assessments
of workplaces for quality of working con-
ditions. The results of these workplace
assessments included consolidated data
sheets; measurement reports and work-
place assessment cards, and recommen-
dations on reducing the impact of harmful
operating factors to improve the overall
working conditions for employees. The
companies also drafted action plans for
coming years to ensure better and health-
ier working conditions. Employees operat-
ing in harmful and/or hazardous working
conditions were paid compensations.

e Supply of personal protective equipment
(PPE), special clothing and footwear to em-
ployees:

In line with the Standard Norms for Sup-
ply of Special Work Clothes, Footwear and
Other PPE under the Inter-sectoral Rules for
Supply of Special Work Clothes, Footwear
and Other PPE to Employees (Order No.
290n by the Russian Ministry of Healthcare
and Social Development of 01 June 2009),
in 2012-2013, all employees of our compa-
nies operating in harmful and/or hazardous
working conditions or in extreme tempera-
ture conditions, or in a polluted environment,
were issued relevant PPE free of charge. All
PPE issued had been purchased from leading
Russian manufacturers and had certificates
of conformity.

@ GAZPROM

l G4-LA8



2012-2013 Sustainability Report by Generating Companies of Gazprom Energoholding

Labour Sustainability

Fig. 57. In line with the requirements of Russian laws, we provide our employees with special
protective clothing, footwear and other personal protective equipment

e Training in safe occupational practices;
briefings (kick-off, primary, refresher, un-
scheduled):

In line with the requirements of Article
225 of the Russian Labour Code, Resolu-
tion No. 1/29 On Approval of the Procedure
for Occupational Safety Training and Test-
ing of Employees’ Knowledge of Occupa-
tional Safety Requirements by the Russian
Ministry of Labour and Ministry of Educa-
tion of 13 January 2003, GOST 12.0.004-
90, Occupational Safety Standards System.

General Rules, and Order No. 49 Rules for
Personnel Relations in Companies of the
Russian Electric Utility Sector by the Rus-
sian Ministry of Fuel and Energy of 19 Feb-
ruary 2000, in 2012-2013, our companies
briefed their employees on occupational
health safety and safety under the existing
programmes. All briefings were recorded
in briefing logs. A total of 2,840 and 2,961
employees, respectively, were trained in
occupational safety in the Group in 2012-
2013.

OAO Mosenergo has in place an awareness framework to communicate to every
employee information related to occupational health and injury rate:

e a safety calendar, Green Cross, is now available to employees as a new visual
tool to communicate information concerning the situation with occupational health and
injury rate across the company and by branch,

¢ a weekly Occupational Health and Safety Leaflet is circulated via e-mail, providing
information on new regulations, recent accidents, results of occupational health audits, etc.,

¢ identified breaches of occupational health requirements and critical occupational
health issues are discussed in each branch during the weekly Safety Hour.

e Monitoring of occupational health aspects
and safe working conditions

In 2012-2013, a mobile team of the Oc-
cupational Health Service ran periodical
(unscheduled) audits to identify breaches of
applicable regulatory technical documents,
provide occupational health recommenda-
tions to branches, and follow up on correc-
tive measures. Meetings were also held on a
regular basis to discuss regulatory changes
in occupational health.
e Providing employees with protective food,
milk or other equivalent nutrition

In 2012-2013, our employees were issued
free milk or other equivalent food when they
were actually working in harmful conditions.
These measures are taken pursuant to Article
222 of the Russian Labour Code and Order No.

45n On Approval of Standards and Conditions
for Providing Employees Working in Harm-
ful Conditions with Milk or Other Equivalent
Food Products Free of Charge, the Procedure
for Payment of Compensation in the Amount
Equivalent to the Cost of Milk or Other Equiv-
alent Food Products, and the List of Harmful
Workplace Factors That Require Preventive
Consumption of Milk or Other Equivalent Food
Products by the Russian Ministry of Healthcare
and Social Development of 16 February 2009.

OAO Mosenergo is currently
implementing the Safe Behaviour
Culture project to fully eliminate
occupational injuries by deploy-
ing a framework of behavioural
safety audits and comprehensive
personnel training under a cer-
tificated programme, Safety in the
Workplace.

Work-related injuries suffered by employees of the Group's generating companies,

2012-2013
Injuries by severity
Fatal Major Minor
2012 2013 2012 2013 2012 2013
Mosenergo - - - 4 3
TGC-1 % 1% - - 2 1
0GK-2 - - - 1 1
Injuries by gender
Male Female
2012 2013 2012 2013

Mosenergo 2 1 2 2
TGC-1 3 4 - 1
0GK-2 1 1 - -

29 In 2012-2013, no work-related injuries were reported by OAO Murmanskaya CHP.
30 Traffic accidents otherwise than through the employer's fault.
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Injuries by region

2012 2013

Mosenergo

Moscow Metropolitan Area

TGC-1

Saint Petersburg

Leningrad Region

Republic of Karelia

Murmansk Region

0GK-2

Moscow

Tyumen Region

Ryazan Region

Stavropol Territory

Leningrad Region

Chelyabinsk Region

Rostov Region

Krasnoyarsk Territory

Vologda Region

Sverdlovsk Region

Pskov Region

Krasnodar Territory

Our generating companies investigate
accidents resulting in workplace injuries in
line with the requirements of Articles 227 to
231 of the Russian Labour Code and Reso-
[ution No. 73 On the Approval of Forms of
Documents Required for Investigation and

10

Registration of Workplace Accidents and
the Regulations on Specific Requirements
to Investigation of Workplace Accidents in
Certain Sectors and Organisations by the
Russian Ministry of Labour of 24 October
2002.

Compliance with international occupational
health standards

Despite a relatively low injury rate among
our employees, we take pro-active steps to
improve the existing Labour Protection Man-
agement System (LPMS). As of 01 February
2014, Gazprom Energoholding’s generating
companies completed the project to bring
their existing LPMS into compliance with
national regulatory occupational health re-
quirements, i.e. GOST R 12.0.007-2009 Oc-
cupational Safety Standard Systems. Labour
Protection Management System in Organisa-
tion. General Requirements on Development,
Implementation, Audit and Improvement. We

are currently working to bring it into compli-
ance with OHSAS 18001 international stan-
dard.

In 2008, Kirishskaya GRES, a branch
of OAO OGK-2, was certificated to OHSAS
18001. We plan to run a similar certification
in branches of OAO Mosenergo in 2015. We
are currently training managers of all branch-
es of the Company in methods of behavioural
audit of safe behaviour (with more than 500
employees trained to date).

Sports and fitness
Winter and summer athletic competitions
(Spartakiads) are a long-standing corporate

Fig. 58. The team of Novocherkasskaya GRES: the winner of the Summer Spartakiad held in
Ryazan

tradition of our generating companies. We
are confident that sports not only support
human health but also develop in our em-
ployees qualities like winner’s attitude, team
spirit, solidarity and mutual support. These
qualities in their turn help improve perfor-
mance in their jobs.

Over 1,400 employees took part in an-
nual Spartakiads of OAO Mosenergo in
2012-2013. The competitions included: ski-
ing, kettlebells, streetball, swimming, cross-
country running, football, futsal, table tennis,
and shooting.

OAO OGK-2 alternates winter Sparta-
kiads with summer ones. For example, in
2012, the second Winter Spartakiad was
hosted by Surgutskaya GRES-1 (a branch
of OAO 0GK-2) in Khanty-Mansiysk, with
competitions in the following sports: swim-
ming, skis, shooting, and futsal. In 2013,
OAO OGK-2 hosted its sixth Summer Spar-
takiad in the city of Ryazan.

Spartakiads held by our generat-
ing companies fully involve both nov-
ices and experienced athletes, including
those who participated in Spartakiads
held by 000 Gazprom Energoholding or
0AO Gazprom.
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We offer our employees extensive oppor-
tunities to unlock their personal potential
and achieve career growth. Our key focus
areas:
® induction programme for new recruits and
mentoring scheme,

e building a unified management system
in all our generating companies and imple-
menting a unified personnel appraisal sys-
tem,

e maintaining a talent pool and transparent
principles of talent promotion,

e holding corporate skills and innovative
projects contests (in 2012-2013, 5,004 em-
ployees of our generating companies took
part in annual skills contests, with 241 em-
ployees participating in innovative project
contests), and

Raising the quality of human resources

e maintaining a further vocational education
framework.

We believe that personnel’s vocational
training, retraining and career enhance-
ment are essential to achieving the goals
and objectives and ensuring future devel-
opment of our companies. The Regula-
tions on the System of Further Corporate
Vocational Education is the underlying
document governing the relations between
000 Gazprom Energoholding and its gen-
erating companies in education and devel-
opment of personnel across the Group’s
companies, along with standards for orga-
nising vocational training, retraining and
career enhancement for the personnel.

In addition to this document, our com-
panies also have in place specialised pro-

grammes for their management, talent pools
and high-potential employees, providing
training in developing effective manage-
ment tools, improving personal efficiency
and business communication skills, and
motivating subordinates to improve their
professional level and qualifications. They
include the Comprehensive Programme for
the Management of Human Resources of
OAO Gazprom Energoholding, Its Subsid-
jaries and Affiliates and the Supplementary
Training Programme School of Management.

A Corporate Education Portal was
launched in January 2011 to develop the fur-
ther vocational training system. The Portal
helps employees improve their knowledge
and skills using advanced distance learning
solutions. Additionally, over 4,000 workers

The average annual number of training hours per employee broken down by personnel category?'

_ Management White collar Blue collar
Companies 2012 2013 2012 2013 2012 2013
Mosenergo 78 66 74 66 52 29
TGC-1 42 40 72 80 132 125
Murmanskaya CHP 27 14 17 16 57 73
0GK-2 69 74 70 76 54 56

71 31 Our companies did not keep any statistical data on the gender of employees trained in 2012-2013

were trained by corporate training centres.

Gazprom Energoholding’s generating
companies collaborate with leading educa-
tional institutions of Russia, including Na-
tional Research University Moscow Power
Engineering Institute (MPEI), Bauman Mos-
cow State Technical University, Gazprom
Corporate Institute, Corporate Energy Uni-
versity (CEU), and Moscow University of
Economics and Energy (MUEE). We also
maintain relations with regional educational
institutions in the areas where our generat-
ing companies operate. Training is provided
in the form of career enhancement, voca-
tional retraining, short-term workshops and
training courses.

More than 90% of the costs related to
enroliment in personnel training courses

are covered by our companies. For these
purposes, we sign student agreements
with employees. In 2012-2013, the total
amount of financing for personnel training
and development was ¢. RUB 307 mm. This
amount includes RUB 5.9 mm spent on ad-
vanced courses for executives and special-
ists of Gazprom Energoholding in 2013. In
line with Russian laws, long-term training
programmes provide for job-guaranteed
study leaves. In making decisions on send-
ing executives and specialists to training
courses, we take account of the training’s
scheduled duration, current and future de-
velopment plans in their companies, and the
annual consolidated personnel development
plan in Gazprom Energoholding’s generat-
ing companies.

Fig. 59. Contest for the operating personnel of our power plants
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We hold skills contest for our personnel on
an annual basis. 5,004 employees took part
in such competitions in 2012-2013. The key
objectives of these contests are to improve

the operating personnel’s professional
competencies in ensuring the energy grid
reliability; share best corporate practices
in organising and running day-to-day man-

agement of thermal power plant equipment;
improve the forms and methods of activities
ensuring high quality and reliable equip-
ment maintenance.

The team of Novocherkasskaya GRES (OAO OGK-2) won the first prize, while the
team of TPP-25 (OAO Mosenergo) came third in the All-Russian Competition held for
the operating personnel of 150-300 MW unit power plants, hosted at Zheleznovodsk,
the Stavropol Territory, and closed on 21 September 2012. Teams that took part
in the competition: OAO Norilsk-Taimyr Energy Company, ZAO Nizhnevartovskaya
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Fig. 60. Winners of the first corporate contests for the personnel of
unit-based thermal power plants of Gazprom Energoholding’s gener-
ating companies
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Fig. 62. Contest for the operating personnel of Gazprom Energoholding’s
power plants
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Fig. 61. Participant of interregional contests for specialists of
0AO TGC-1’s thermal power plants

Fig. 63. The opening ceremony of a contest held for the operating
staff of unit-based thermal power plants at the Personnel Training
Centre of OAO Mosenergo

GRES, 000 Siberian Generating Company, 0AOQ Far-Eastern Generating Company.

Each team consisted of operators who provide twenty-four-hour control of their
power plant's power equipment. Over the five days of the event, the participants
had to pass through nine rounds of competitions ranging from tests for knowledge
of regulatory technical documents and qualifications required from the operating
personnel to first medical aid to the injured.

Recruitment and development of young talent
Our HR policy aims at maintaining an op-
timal age mix and ensuring the succession of
employee generations as a strategic objec-
tive. Below are the key tools we use to attract
young talent to our companies:
e regular contacts with educational insti-
tutions to attract and recruit high-potential
graduates,
e traineeships and internships for students
of relevant higher and specialised education
institutions,
e participation in Career Fairs and publica-
tion of information on career opportunities
for graduates on stands in higher education
institutions, and in social networks and mass
media, and
e targeted induction and development pro-
grammes for young talent.

The induction programme for all new em-
ployees of our companies, including young
specialists, comprises a specialised digital
course and additional induction trainings.

We pay specific attention to the profes-
sional and career growth of our young talent.

We regularly hold our Contest of Young Tal-
ents and Innovators to encourage and support
the most gifted and active young specialists.
The Contest provides for a multi-tier selection
scheme that can be accessed by employees
of all units and levels. We also regularly hold
conferences and contests within individual
functions (Operations, Personnel Manage-
ment, Capital Construction, etc.).

Although the share of our employees who
will retire in the coming five to ten years is
low, we care about ensuring professional
continuity and succession so that these em-
ployees could successfully pass their experi-
ence on to recent graduates.

In 2012-2013, more than 900 stu-
dents underwent internships at oper-
ating facilities of our generating com-
panies and over 170 young specialists
advanced in their careers by being
promoted.
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Gazprom Energoholding was
awarded a diploma and a letter
of commendation by the Coun-
cil on the HR Policy in Energy of
the Russian Ministry of Energy
for achievements in developing
human resources of the energy
sector and launching innovative
energy awareness resources for
students. In particular, the Coun-
cil praised the My Energy project
to promote creative initiatives,
professional ambitions and ca-
reer motivation among young em-
ployees.

Although no corrupt practices involv-
ing employees of Gazprom Energoholding’s
generating companies were identified in the
reporting period (2012-2013), we take active
preventive measures.

On 15 November 2013, 000 Gazprom
Energoholding approved its Code of Cor-
porate Ethics that serves as the basis for
building a framework to prevent corruption
in our generating companies. The docu-
ment sets out our corporate values and dis-
cusses such issues as conflict of interests,
nepotism, gifts, relations with competitors
and counterparties, combating corruption,

Fig. 64. School students at an event held as part of the My Energy educa-
tional project

Preventing corruption among the Company's employees

and other critical rules of business conduct.
The provisions of the Code of Corporate
Ethics are fundamental for all companies
of Gazprom Energoholding, including our
generating companies (OAO Mosenergo,
O0AOQ TGC-1 and OAQ OGK-2).

In early 2014, we set up a specialised Cor-
porate Ethics Commission, which is responsi-
ble for ensuring compliance with the require-
ments and provisions of the Code of Corporate
Ethics of 000 Gazprom Energoholding. The
Commission can be contacted by e-mail or
over a hotline.

Inthe reporting period (2012-2013), the anti-corruption policies in our generating companies

were governed by the following documents:

Fig. 65. Students of Russian State Geological Prospecting Univer-
sity during a tour of HPP-1

Date of adoption

Mosenergo
Regulations on the Internal Audit Service 03 July 2008
Business Ethics Code 29 September 2011
Regulations on the Procurement Committee 20 December 2011
Regulations on Procurement of Goods, Works, and Services 15 July 2013

TGC-1

Regulations on the Procurement Committee

09 November 2011

Regulations on the Internal Audit Service

11 February 2013

Regulations on Procurement of Goods, Works, and Services

18 July 2013

Murmanskaya CHP

Regulations on the Procurement Committee

26 December 2011

Regulations on Procurement of Goods, Works, and Services 23 August 2013
0GK-2

Corporate Governance Code 26 September 2006

Regulations on the Procurement Committee 19 December 2011

Code of Business Ethics 26 April 2012

Regulations on Procurement 28 June 2013

Regulations on Internal Audit 05 July 2013

In October 2013, Kirishskaya GRES
launched Your Chance, a project which
helped 15 graduates of Kirishsky Dis-
trict's schools selected for their physics
test results enrol onto training courses
held by leading Saint Petershurg univer-
sities for the Unified State Examination
free of charge and apply for engineering
degrees in higher education institutions
in 2014.

Experiencing a lack of engineers and
technicians, we hope that some of these
young people will come back to Kirishi
after graduation. So, as a potential em-
ployer, we are keen that they should be
trained up to the highest standards.

In 2012-2013, 21 employees
of 0AO Mosenergo were trained in
corruption response plans, and 418
employees attended a specialised
briefing on anti-corruption
behaviour.

13
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Social sustainability

Management's approach to corporate projects
that have an impact on society;
availability of grievance mechanisms

We pay attention not only to our finan-
cial and operating performance but also to
the social dimension of our sustainability
performance. We actively engage municipal
authorities, not-for-profit organisations and
local communities, take their interests into
account when making our decisions.

Our generating companies participate in
sponsorship and charitable initiatives on a
regular basis but we only finance projects
that have positive social or humanitarian im-
pacts. We do not engage in any political ac-
tivities and do not finance political parties or
organisations.

To pursue its key charitable and sponsorship activities and assist decision
making on involvement in social projects 0AO 0GK-2 established a Commission on
Charity and Sponsorship, which considers all applications submitted to the company
and requesting charitable support. Subject to financial capabilities of the company,
the Commission approves the charitable and sponsorship support programme on an
annual basis. For example, the company allocated RUB 8,845.5 thousand in 2012
and RUB 9,615 thousand in 2013 for charitable purposes.

We do not restrict involvement of our em-
ployees in social or political activities unless
such activities take work time and require the
use of our corporate resources.

Our power plants are large industrial fa-
cilities and their operations inevitably have
an impact on the environment and the so-
cial life in the regions where they operate,
despite of all preventive measures. The con-
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struction of our infrastructure investment
projects quite obviously causes inconve-
nience to local communities. For this rea-
son, every time we start a new construction
project at production facilities of our com-
panies, we hold public hearings involving
representatives of the general public, regu-
lators, federal and municipal authorities and
environmental groups.

Social sustainability

Ensuring reliable energy supply in the short and longer terms

Reliable electricity supply is in our view
an essential aspect of social sustainability
in the regions where we operate out power
plants. Due to the nature of business in our
generating companies, most of our large
investment projects, while being commer-
cial, focus on developing social infrastruc-
ture in the regions where our companies
operate, i.e. utility infrastructure that sup-
plies heat and electricity to local house-
holds and industrial customers. By con-
structing and upgrading our power plants,
we contribute to higher reliability and sta-
bility of energy supply and partially take
the load off facilities that are less efficient
in terms of fuel costs and have bigger en-
vironmental footprint.

Since energy supply reliability is directly
linked to the technical condition of our gener-
ating capacity and our performance, we con-
stantly focus on the following areas:

Fig. 66. Main control room at Svetogorskaya HPP

e constructing new and upgrading exist-
ing fixed assets (decommissioning ineffi-
cient facilities and building new generation
units),

e implementing new green high-perfor-
mance technologies with high efficiency ra-
tios (e.g. GCGT),

® running regular periodic inspections of the
technical condition of equipment subject to
its hazard class (once every three years) and
before the high-hazard periods (fire hazard,
lightning hazard, spring flood hazard and the
cold season), and

e carrying out preventive maintenance and
repairs to ensure viability, reliable perfor-
mance, safety and controllability of electric
systems.

These efforts minimise the incidence of
electricity or heat supply failures and, if they
do occur, help us restore normal energy sup-
ply in the shortest time possible.

Public holidays, including the
lengthy New Year and Victory Day
“vacations” (in January and in
May, respectively), are particularly
demanding on our power plants. Qur
employees do not take any days
off or leaves for these days and we
have a procedure in place for calling
backup operating personnel. We
also organise twenty-four-hour duty
watches by repair personnel who
always stay available and ready to
arrive at first call.
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Social sustainability

In the reporting period (2012-2013),
OAO Mosenergo, OAO TGC-1 and OAO OGK-2
did not record any problems with electricity or
heat supply to their consumers.

On 08 August 2012, heavy rainfalls ag-
gravated the flood situation in the Belomor-
sky District of the Republic of Karelia, which
led to a shutdown of Matkozhnenskaya HPP
of the Vyg HPP Cascade. However, the load
was promptly redistributed and the emer-
gency situation was contained. As a result,
the incident did not affect energy supplies to
consumers and did not lead to any notice-

able damage to the local environment. In
an effort comparable in scale to a new con-
struction project, the power plant was recon-
structed within a very short period of time.
Representatives of Gazprom Energoholding
and the Federal Environmental, Industrial
and Nuclear Supervision Service of Rus-
sia (Rostechnadzor) jointly held a thor-
ough investigation, inspected similar local
power plants of the Group’s companies,
and drafted technical recommendations on
improvements to avoid similar situations in
future.

Employees of Matkozhnenskaya HPP and the Vyg HPP Cascade were awarded
honorary certificates by the Regional Crisis Management Centre of EMERCOM
of Russia for Karelia for their participation in the response to the disaster.
After the equipment was successfully tested and Hydropower Unit No. 1 of
Matkozhnenskaya HPP resumed its operation, the head of the Republic of Karelia
issued a letter of gratitude to OAO TGC-1 for active involvement in the response

to the disaster in the Belomorsky District.

In 2012-2013, heat networks connect-
ing CHPs of OAO TGC-1 to consumers and
owned by its subsidiary, JSC St. Petersburg
Heating Grid, identified c. 50 emergency
situations due to heating mains bursts. In
all emergency situations, consumers were
promptly connected to backup heating
mains. On average, repairs took up to two
days.

Maintaining and improving the reliabil-
ity and efficiency of electricity and heat
supply requires regular preventive repairs.
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In some cases, this implies temporary
suspension of operation by our generating
facilities. Some of such suspensions occur
as part of a pre-approved plan, and some
take place as a result of decisions taken
on the spot to prevent potential accidents
or other emergencies. This, however, does
not affect heat and electricity supply to
consumers as we promptly redistribute
the load across different generating ca-
pacities of the Company, including backup
facilities.

Fig. 67. At TPP-21

Fig. 68. A series of occupational safety posters designed by Art. Lebedev Studio

for OAO Mosenergo

Fig. 69. A series of occupational safety posters designed by Art. Lebedev Stu-
dio for OAO Mosenergo

Fig. 70. Demonstrating the operation of a generating unit
during a start-up of hydropower unit No. 3 at Lesogorskaya
HPP
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Social sustainability

We use the electric capacity utilization as a wide measure to show the utilisation rate at
our power plants subject to scheduled or unscheduled generation suspensions for various
reasons.

Electric capacity utilization, % (by primary energy source)

Mosenergo TGC-1 0GK-2
Nevsky, Kolsky ~Murmanskaya
and Karelsky CHP
Branches
2012 2013 2012 2013 2012 2013 2012 2013
Gas-fired GHP 56.8 546 50.5 476 - - - -
Coal-fired CHP - - 137 157 - - - -
Fuel oil-fired CHP - - - - 161 155 - -
Gas-fired GRES - - - - - - 438 414
Coal-fired GRES - - - - - - 296 226
Combined fuel GRES - - - - - - 862 432

In 2013, Kirishskaya GRES (a branch of 0AO 0GK-2) won a quality award of the
Leningrad Region Government. A diploma for the first prize in the Large Business
subcategory of the Industrial Business category and the award's symbol were
awarded to Yu. Andreyev, Director of Kirishskaya GRES, by A. Drozdenko, the Governor
of the Leningrad Region. To take part in the contest the management of Kirishskaya
GRES ran a self-audit of its operations against applicable quality criteria and drafted
a special report.

The annual Quality Award of the Leningrad Region Government is an annual
competition for excellence in production and marketing of high quality and
competitive goods or services, and an important contribution to the development and
implementation of advanced quality assurance and management systems. This year
the award was held for the 16th time, with 30 contestants.

16

Cooperation with local communities on safety

Although we put various safeguards into
place to prevent accidents and emergencies
at our power plants, we also run regular drills
to practise emergency scenarios and pro-
cedures. All relevant efforts in the Group’s
generating companies are supervised by the

Fig. 71. Drill at Narvskaya HPP

In particular, on 04 October 2013, the day of
the 81st anniversary of Civil Defence, CHP-21
(OAO Mosenergo) took part in large-scale
hands-on drills involving advanced machin-
ery of EMERCOM of Russia. The drill sce-
nario involved commando teams infiltrating
CHP-21, blowing up a gas pipeline that sup-
plies the power plant, setting fire to a loaded
oil tank car, and destroying the structural el-
ements of a turbine building, with electricity

Emergency and Fire Safety Commission of
000 Gazprom Energoholding, which meets
four times a year. Our drills involve not
only employees of our generating compa-
nies but also representatives of EMERCOM
of Russia, various emergency Services in

and heat supply to part of the city interrupted
as a result. Units of the Federal Fire Service
of the Regional Crisis Management Centre of
EMERCOM of Russia promptly arrived at the
scene of the “fire”. To fight the fire, they used,
among other things, a fire-fighting train and
a fire helicopter equipped with a horizontal
fire-fighting system. The EMERCOM rescu-
ers retrieved the “victims” from under the
collapsed building and rendered first medi-

local communities, as well as healthcare
institutions and NGOs. We also actively
cooperate on these issues with grid com-
panies and other energy generating com-
panies.

Fig. 72. Drill at TPP-21 held as part of the All-Russian Civil Defence Drill

cal aid. A medical team also promptly arrived
at the emergency scene by helicopter to take
the victims to a hospital as soon as possible.
The power plant quickly “switched” consum-
ers left without heat supply to adjacent heat-
ing sources. An emergency of this scale was
successfully handled due to well-coordinated
efforts by employees of OAO Mosenergo and
executive authorities and other organisations
of Moscow.
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Social sustainability

Fig. 73. EMERCOM's advanced machinery used at a drill at TPP-21

Fig. 74. Emergency response and fire safety drill of the operating personnel at TPP-26
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On 6 November 2013, Vyborgskaya CHP
(OAQ TGGC-1) hosted a drill to practise inter-
action between the power plant’s operating
personnel, district forces of EMERCOM of
Russia, the Administration of the Kalininsky
District, 000 SMARP and the emergency
crew of OAO St. Petersburg Heating Grid.
The drill scenario involved a man-made
emergency taking place in low outdoor tem-
peratures and threatening to disrupt heat
and electricity supply to consumers: a fire
breakout covering 100 square metres and
destroying the transformer’s cooling radia-
tor, with an employee suffering second de-
gree burns when fighting the fire. The par-
ties practised for three hours to coordinate
their actions in handling an emergency. The
emergency crew of the power plant and res-
cue crews took joint steps to address the
consequences of the emergency by cleaning
contaminated surfaces and equipment and
taking oil-contaminated soil out to a dis-
posal site. The drill confirmed that the ex-
isting emergency prevention and response

plan for CHP is realistic and fully meets the
current safety requirements applicable to an
energy company.

As part of preparations for the cold
season of 2012-2013, a joint emergency
management drill was held in Moscow to
practise response to interruptions of energy
supply to consumers at low outdoor tem-
peratures. The drill involved dispatchers of a
branch of SO UPS, OAOQ, Regional Dispatch-
ing Office for the Power System of Moscow
and the Moscow Region (Moscow RDO), the
operating personnel of Moscow Main Power
Transmission Lines Company (a branch of
OAO FGC UES), OAO MOEK, duty personnel
of the Regional Crisis Management Gentre
of EMERCOM of Russia for Moscow, gov-
ernment officials and members of local self-
government of Moscow, employees of the
city’s administration services and municipal
entities responsible for handling interrup-
tions of energy supply to consumers in low
outdoor temperatures. The drill scenario
involved damage to a current transformer

and switch equipment, interrupting power
supply to four 110 kW substations, discon-
necting c. 300 transformer substations,
and overloading two 110 kV cable lines.
The emergency resulted in a disruption of
heat and electricity supply to consumers
in the Southern and Southwestern Admin-
istrative Areas of Moscow. Under the drill
scenario, ¢. 150,000 residents of the Rus-
sian capital, social consumers, healthcare
institutions, and industrial, transportation,
communications, and public utility facilities
were left without electricity supply. During
the drill, the participants got training in the
procedure for alerting and mobilising staff
of emergency response centres; hands-on
skills of their dispatch, operating and duty
personnel were improved and readiness for
emergency prevention and response was
assessed. The results confirmed that the
personnel of electricity sector facilities in
the Moscow Metropolitan Area are ready to
sustain operations in a challenging environ-
ment of the cold season.
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Social sustainability

With considerable shares of the energy
supply markets in the regions where we
operate, we are committed to enhancing
energy efficiency not only across our com-
panies but also across regional energy sys-
tems. As part of this effort, we actively pur-
sue initiatives to raise awareness among
local communities of the issues related to
energy saving and engage them on energy
efficiency.

In 2013, 000 Gazprom Energo-
holding was awarded a Diploma by
the Russian Ministry of Energy for
achievements in developing human
resources of the energy sector and
launching innovative energy aware-
ness resources for students.

18

Cooperation with local communities on energy saving
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Fig. 76. Standalone on-line platform of the interactive course Safe and Efficient Power Con-
sumption developed by employees of OAO TGC-1 and included in the school curriculum within
Life Safety Fundamentals

In particular, the Russian Ministry of Ener-
gy specifically praised My Energy, an aware-
ness raising initiative by OAO TGC-1 to teach
heat and electricity consumers about lean
energy consumption. The project includes
a range of activities: contacts with schools
and individual teachers; tours of CHPs and
HPPs operated by OAO TGC-1; contests for
children; and open classes for school stu-
dents at experimental platforms hosted by
interactive science museums and children’s
centres. An educational course Safe and Ef-
ficient Power Consumption, developed by
TGC-1’s employees as a joint project with
the Academy of Postgraduate Education and
targeting students and teachers is the core

element of the project. In 2004, the course
was included in the school curriculum on
Life Safety Fundamentals, and one year later
a group of questions based on the course
materials was included in the programme
of school competitions on Life Safety Fun-
damentals. In 2010, the course became in-
teractive and moved to a standalone on-line
platform. In 2013, we launched an educa-
tional game app for iPad targeting school-
children aged seven to ten years. My Energy,
a game app based on the Safe and Efficient
Power Consumption course was Ssuccess-
fully tested as a supplement to Environ-
ment and Life Safety Fundamentals subjects
taught in Russian schools.
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Social sustainability

In autumn 2013, OAO TGC-1, together
with OAQO St. Petersburg Heating Grid and
the Government of Saint Petersburg, co-
sponsored a children’s drawing competi-
tion, Say No to Waste of Money — Save
Heat and Electricity! The Organising Com-

mittee received 850 drawings on energy
saving. ldeas on efficient heat and electric-
ity consumption were shared by pupils and
students of childcare centres, community
centres and art studios not only from Saint
Petersburg and the Leningrad Region, but

roPOACKOW [KOHKYRC]
NETCKOTOPMCYHKA

In October 2013, OAO TGC-1 presented
its stand on energy efficiency, energy sav-

19

ing and environmental safety initiatives at the

14th exhibition The Energy Sector of Karelia.

also from Petrozavodsk, Sortavala, the Mur-
mansk Region, Novorossiysk and Kalinin-
grad. The competition award ceremony was
held on 22 December 2013, the Day of the
Energy Industry.

Sy =

Fig. 78. Winners of the children’s drawing competition, Say No to Waste of Money — Save Heat and Electricity!, and their drawings

Cooperation with local communities on the environment

As part of the Year of Ecology announced
by OAO Gazprom, OAO Mosenergo held a
children’s drawing competition, Mosenergo
Cares about the Environment, and a photo

competition, The Sun, Air and Water. Chil-
dren who participated in the drawing com-
petition were taken on a tour of TPP-20 and
were given keepsake gifts.

Fig. 79. Participants in the children’s drawing competition, Mosenergo Cares about the Envi-

ronment, during a tour of TPP-20

Fig. 80. A drawing by Ivan Khomenko (8 years) submitted to the children’s drawing competi-
tion, Mosenergo Cares about the Environment
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Social sustainability

In May 2013, Petrozavodskaya CHP
(OAO TGGC-1) held Saturday Community
Clean-Up Day, a major event contributing
to the general clean-up and urban green-
ing effort at Petrozavodsk, to the benefit
of all stakeholders. The CHP’s employees
cleaned up and made improvements not
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Fig. 81. Employees of Petrozavodskaya CHP planting a tree

On 27 May 2011, OAO TGC-1, together
with Karelenergo, a branch of IDGC of North-
West®, Karelia Main Power Transmission
Lines Company (a branch of FGC UES),
and the regional unit of All-Russian Electric
Trade Union, opened the Alley of Energy
Engineers on the Lake Onega Embankment
near the monument of Peter the Great. The
Alley is dedicated to the 80th anniversary
of Karelia’s energy system. This joint ini-
tiative was a milestone event for Karelia’s
leading industry. It symbolised the unity of
energy engineers working for the benefit of

only within the territory of the power plant,
but also in the adjacent streets, roadsides
and wastelands, and planted saplings of
viburnum, spiraea, larch, and lilac. Previ-
ously, in 2012, the power plant’s person-
nel had planted several dozens of tree and
bush saplings.
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local communities. In May 2012, the energy
companies continued improving the site by
planting several hundreds of bush saplings
to make a hedge along the alley. A part of
the hedge goes around a metal stele that
symbolises the Sun and energy in general.
The stele was designed by TGC-1 and forged
by Petrozavodsk smiths. The new plantings
nicely complemented the previously planted
lindens, maples, birches and spherical crack
willows. The Alley of Energy Engineers will
not fail to become a ‘green’ symbol of Petro-
zavodsk.

Not-for-profit infrastructure projects run by the Company on a pro bono hasis

Our generating companies are major
employers and taxpayers in the regions
where they operate. So it is safe to say that
our companies mainly have a positive im-
pact on local communities and the regional
economy.

In an extra effort to support local commu-
nities, our generating companies also invest
in small social infrastructure projects on a
pro bono basis. These investments are too
minor to be onerous on the balance sheets
of our companies and cannot significantly
affect the financial stability of our business.
At the same time, they have a great social
impact, both enhancing the quality of life for
local communities and boosting the image of
our companies.

.

Fig. 82. Energetik Cultural Centre, village of Murmashi, Murmansk  Fig. 83

Region

80 32 0On 22 November 2012, Russian President Vladimir Putin signed an order to rename JSC IDGC Holding into JSC Russian Grids.

They include, among others, a new free
ice rink in the Gubernsky Park of Petroza-
vodsk, constructed by OAO TGC-1. The ice
rink was launched on 23 January 2014, but
its construction started immediately after low
temperatures set in autumn 2013. Ice qual-
ity checks, maintenance and ground cleaning
were performed throughout the winter. We
hope that the new ice rink has contributed
to the revival of athletic traditions of Petro-
zavodsk.

Another example is the opening of the En-
ergetik Gultural Centre in the village of Mur-
mashi on 17 May 2013. The Cultural Centre
was built in 1936 and was the hub of social
life not only for Murmashi but also for the
entire Kolsky District of the Murmansk Re-

i

gion. However, on 08 June 1997, the build-
ing was destroyed by a fire. Only the walls
survived. In 2011, a quadripartite agreement
was signed between the Government of the
Murmansk Region, the Administration of the
village of Murmashi, Kolenergo (a branch of
IDGC of the Northwest) and OAO TGC-1 to
restore the Cultural Centre. Under the agree-
ment, 0AO TGC-1 purchased equipment for
the assembly hall of the Cultural Centre. The
rebuilding project started in 2011, with a
permit to commission the building obtained
in February 2013. We expect the life in the
village to become much richer now in excit-
ing events and activities.

. The ribbon-cutting ceremony for Energetik Cultural Centre
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Social sustainability

Our generating companies are fully in-
volved in the cultural life of local communi-
ties in the areas where they operate.

e The Group’s generating companies
sponsor and organise cultural and sports
events.

In winter 2012-2013, as it did in previ-
ous years, OAO TGC-1 co-organised Saint
Petersburg Christmas Fair, held on the
Ostrovsky Square. Using Pushkin’s verse,
Ships of All Flags Will Come to Us! as its slo-
gan, the Fair took place from 21 December
2012 to 14 January 2013 with the support
from the Government of Saint Petersburg,
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Cooperation with local communities on culture and sports

foreign consulates and major Russian and
foreign businesses. 0AO TGC-1 sponsored
provision of an ice rink. The Fair highlighted
national festive traditions of 18 countries
including Russia, Belarus, Ukraine, Turk-
menistan, Armenia, Belgium, the Great
Britain, Germany, ltaly, Spain, the Czech
Republic, Switzerland, Sweden, Lithuania,
Slovakia, the United States, China and India.
The organisers offered the city’s residents
an action-packed entertainment programme
with music and dance shows, contests and
folk games.
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Fig. 84. An ice rink at the Fair held under the slogan Ships of Flags Will Come to Us!

In December 2013, OAO TGC-1 and Kom-
somolskaya Pravda newspaper jointly held
Open Classes for the Day of the Energy Indus-
try at the International Lyceum in Murmansk
and at School No. 9 in Kandalaksha. Students
learned about 17 hydropower plants located
beyond the Arctic Circle, about the trade of
an energy engineer, the training opportuni-
ties offered by educational institutions of
the Region and Russia, and about employ-
ment prospects. Over 1,000 students from
the Murmansk Region, aged 14-15 years,
learned that HPPs can be built underground,
that electricity can be exported to other
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countries, and that energy engineers are in
high demand in today’s world. In the run-up
to the launch of this series of open classes,
Komsomolskaya Pravda — Murmansk pub-
lished an article presenting the initiative. On
10 December 2013, the newspaper published
a full geography lesson prepared by employ-
ees of OAO TGC-1, the leading energy sup-
plier in the Northwest of Russia. The lesson
also included a home assignment. Those
who successfully completed the assignment
were given keepsake gifts by OAO TGC-1 and
Komsomolskaya Pravda.

Fig. 85. Participants of the skiing competition held with the support of Gazprom Energoholding’s generating companies

The Kolsky Branch (OAO TGC-1) and
Zelenoborsky Branch of Murmansk Region
Specialised Sports School for Children and
Youth of the Olympic Reserve for Winter
Sports jointly run an annual skiing competi-
tion for children and teenagers, the Cup of
the Kolsky Branch of OAQ TGC-1. These are
individual and team competitions held to
promote, develop and support skiing in the

Murmansk Region. Athletes born in 1994-
2000 were admitted to the competition. The
Cup was first held in 2010-2011. The com-
petition became a real festival of sports. It
offers entertainment activities for all partici-
pants and spectators, including snowmobile
rides and paintball. Qutdoor festivities are
held on the central square of the village dur-
ing the competition.

——
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Fig. 86. Open lessons, attributed to the Power Generation Day in 2013

On 16 March 2013, the village of Ra-
jakoski of the Pechengsky District in the
Murmansk Region hosted a traditional
17th Ski Track of Friendship for the Bar-
ents Sea countries, a unique mass par-
ticipation ski race across the territory of
three neighbouring countries: Russia, Fin-
land and Norway. About 3,000 people took
part in the Ski Track of Friendship in 2013.
OAO TGC-1 acted as a sponsor and offi-
cial partner of this international race. The
participants crossed three borders within
several hours. Since 1994, the Ski Track
of Friendship is opened by border guards
of the three countries, followed by profes-
sional and amateur athletes. The race is 12
km long, including 7 km in Russia, 4 km in
Norway and 1 km in Finland.
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Social sustainability

Fig. 87. Classes at the Umnikum Centre

Hour of Power, a new joint project by
OAO TGC-1 and Interactive Scientific and En-
tertainment Centre Umnikum, was launched
in 2012. The project’s goal is to teach safe
energy consumption to children and school
students and promote the Safe and Efficient
Energy Consumption school programme in
Saint Petersburg. During weekly practical
lessons and lectures held in a unique exhibi-
tion centre, participants of the Energy Hour
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listened to presenters talk about complex
phenomena and processes in an entertain-
ing way, using a simple language. The pro-
gramme seeks to promote interaction be-
tween energy professionals and students of
Saint Petersburg schools that run Life Safety
Fundamentals lessons, as well as students of
the Day Centre for the Rehabilitation of Un-
attended Children and orphanages of Saint
Petersburg and the Leningrad Region.

e The assets owned by Gazprom Energo-
holding’s generating companies include sites
of cultural and historical heritage.

P. G. Smidovich HPP-1 (OAO Mosenergo),
together with Garage Museum of Contempo-
rary Art, took part in A City Outing, a project
run by the Department of Cultural Heritage

Fig. 88. Participants of an excursion for photo-bloggers

of Moscow. On 14 June 2013, Marianna
Yevstratova, Professor at the Moscow Branch
of the International Academy of Architecture
(IAAM), led a tour of the historical power
plant for the general public.

In February 2012, OAO Mosenergo in-
vited popular bloggers to its HPP-1, and

in May 2012, a similar tour was held by
OAO Mosenergo at its TPP-26 to promote
the electricity sector and draw the public’s
attention to the issue of preserving indus-
trial sites of cultural and historical value.

Fig. 89. P. G. Smidovich HPP-1
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Contacts
Contact person Contact details
000 Gazprom Energoholding Ekaterina Pavlova Phone: (007) (495) 428-47-83 (ext. 4607)
Head of Investor Relations E-mail: pavlovaea@gazenergocom.ru
OAO Mosenergo Denis Voronchikhin Phone: (007) (495) 957-19-57 (ext. 3457)
Investor Relations Manager E-mail: voronchikhinds@mosenergo.ru
O0AO TGC-1 Vaschenko Svetlana Phone: (007) (812) 901-35-04
Head of the Share Capital and Investor Relations E-mail: vaschenko.sa@tgc1.ru
Sector
OAO OGK-2 Rassmagina Alina Phone: (007) (495) 428-54-28 (ext. 2423)

Deputy Head of the Directorate for Corporate Policy E-mail: rassmaginaaz@ogk?2.ru
and Property, Corporate Governance Division
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GRI Content Index:
Table of Compliance by Standard Reporting Elements in Accordance with the “G4 Sustainability Reporting Guidelines” and Indicators of the Electric Utilities Sector Disclosures
(GG4R(|) ) . T 612 Rt GOl o G412 The organization’s supply chain ?ﬁ;lrj]t Our Companies: Corporate supply pp. 15-16 no
. (G 4.0.) Indicator Chapter Page Assurance — : : : :
Indicator G4-13  Significant changes during the ~ About Our Companies: Material changes in  pp. 21-22 no
GENERAL STANDARD DISCLOSURES reporting period the organisation during the reporting period
G4-1  Statement from the most senior CEO Statement pp. 4-7 no G4-14  Whether and how the precau- Stakeholder Relations: Organisation’s ap- p. 28 no
decision-maker of the organization tionary approach or principle is  proach to risk management
G4-2  Description of key impacts, risks, Stakeholder Relations: Organisation’s ap- ~ pp. 28-31 no addressed by th? organization
and opportunities proach to risk management (Principle 15 of “The Rio Declara-
G4-3  The name of the organization About Our Companies: Business map p.8 no ggnmgrr]lt’E)nwronment and Devel-
- i About ies: Busi . 8- : :
Gd-4 123 Eglrr\]lwie(l:;ysbrands, products, bout Our Companies: Business map Pp- 8-9 no G4-15  Externally developed economic,  Stakeholder Relations: Ways of stakeholder pp. 26-27  Assured
: — : : environmental and social char-  interaction by valid
G4-5  The location of the organization’s About Our Companies: Business map p.8 no ters, principles, or other initia-  Gomment: certifi-
headquarters _ . _ tives to which the organization e subscribe to: cates
G4-6  The numper Qf countries where  About Our Companies: Business map pp. 9-10 no subscribes or which it endorses  _ gnvironmental management systems - IS0 from
the organization operates, and 14001:2004: indepen-
names of countries where either — 10 9001:2008 when assessing the reliability and dent audit
the organization has significant trustworthiness of potential suppliers. compa-
operations or that are specifically nies
relevant to the sustainability top- (in most
ics covered in the report affiliates)
- i About ies: Busi : , - : "
Ga-7 Lzzlnfit?r;e of ownership and bout Our Companies: Business map p-8 no G4-16  Memberships of associations About Our Companies: Membership in pp. 19-20 no
— : (such as industry associations)  organisations
G4-8  The markets served About Our Companies: Business map pp. 9-11 no and national or international
G4-9  The scale of the organization About Our Companies: Business map p. 10 no advocacy
About Our Companies: Company overview  p. 12 G4-17  List of all entities included in the  About Our Companies: Business units p. 17 no
G4-10  The total number of employees  Labour Sustainability: Corporate human pp. 62-63 no organization’s consolidated fi- included in the consolidated financial state-
by different breakdowns resources nancial statements or equivalent ments
Comment: A portion of the organization’s work per- documents. .
formed by workers who are legally recognized as self- E”t.'t'e,s included in the organi-
employed, or by individuals other than employees or zation’s consolidated financial
supervised workers, including employees and supervised statements or equivalent docu-
employees of contractors is not substantial. ments, but not covered by the
Our companies do not face significant seasonal varia- report.
tions in employment numbers
G4-11  The percentage of total employ-  Labour Sustainability: Protection of employ- p. 67 no

ees covered by collective bar-
gaining agreements

ees' interests and rights; collective bargain-
ing
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G4-18  The process for defining the
report content and the Aspect
Boundaries.

Report Profile p.3 no

Implementation of the Reporting Principles  p. 23
for Defining Report Content by the organiza-
tion

Comment:

When defining the report content (including the list of
Aspects, covered in the report), we applied the Reporting
Principles for Defining Report Content, listed in the G4
Sustainability Reporting Guidelines:

-The Principle of Stakeholder Inclusiveness;

-The Principle of Sustainable Development Context;

-The Principle of Materiality;

-The Principle of Completeness.

G4-19  The material Aspects identified
in the process for defining report
content

Category “Economic”: no
- Aspect “Economic Performance”;

- Aspect “Market Presence”;

- Aspect “Indirect Economic Impacts”.
Category “Environmental”:

- Aspect “Materials”;

- Aspect “Energy”;

- Aspect “Water”;

- Aspect “Emissions”;

- Aspect “Effluence and Waste”;

- Aspect “Compliance”;

- Aspect “Overall”;

- Aspect “Environmental Grievance Mecha-
nisms”.

Category “Social”:

- Aspect “Employment”;

- Aspect “Labor/Management Relations”;

- Aspect “Occupational Health and Safety”;
- Aspect “Training and Education”;

- Aspect “Diversity and Equal Opportuni-
ties”;

- Aspect “Equal Remuneration for Women
and Men”;

- Aspect “Local Communities”;

- Aspect “Anti-corruption”;

- Aspect “Public Policy”.

G4-20  The Aspect Boundary for each
material Aspect

Report Profile p.3 no
About Our Companies: Business units p. 17

included in the consolidated financial state-

ments

Comment:

— All material Aspects identified in the process for defin-
ing report content and covered in the report are material
for three generating companies of Gazprom Energohold-
ing Group (OAO Mosenergo, OAO TGC-1, OAO OGK-2),
including all their affiliates located in different regions

of Russian Federation and for generating subsidiary of
OAO TGC-1 — OAO Murmanskaya CHPP.

— For subsidiaries (OAO Mosenergo: LLC TSK Mosen-
ergo, LLC Centralniy remontno-mekhanicheskiy za-

vod, LLC OGK-Investprojekt, LLC Teploenergoremont,
LLC Teploenergoremont-Moscow, 0JSC Remont in-
genernyh kommunikaciy, LLC Energo-Kran, Autonomous
Non-Commercial Organisation KvaliTEK; OAO TGC-1:
JSC St. Petersburg Heating Grid; OAO OGK-2: LLC OGK-
Investprojekt, LLC OGK-2 Finance, LLC Center 112) only
Aspect “Economic Performance” is material.

— There are no specific limitations regarding the Aspect
Boundary within the organization.
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G4-21  The Aspect Boundary outside the Report Profile p.3 no G4-22  The effect of any restatements of Report Profile p.3 no
organization for each material T . information provided in previous GComment: We do not report about restatements of in-
Aspect ?g;ggﬁ:ﬁ Aspects are material inside our generating reports, and the reasons for such formation provided in pr%vious reports as this is the first
There is a list of selected aspects, material both inside restatements sustainability report, prepared by generating compan”ies
and outside of our generating companies in every region of Gafprom Energor‘l‘oldlng 9roup (OAO Mos,e”?rgo ,
of our activities: 0AO “TGC-17, OAQO “OGK-2”) according to principles and
Category “Economic” methodology of GRI.
— Aspect “Economic Performance” — material for share- G4-23  Significant changes from previ-  Report Profile p.3 no
holders, investors, lenders and rating agencies, goods ous reporting periods in the Comment: We do not report about significant changes
and service suppliers; Scope and Aspect Boundaries  from previous reporting periods in the Scope and Aspect
— Aspect “Market Presence” — material for local popula- Boundaries as this is the first sustainability report, prepared
tion, local authorities, trade unions; by generating companies of Gazprom Energoholding Group
— Aspect “Indirect Economic Impacts” — material for lo- (OAO “Mosenergo”, 0AO “TGC-17, OAO “OGK-2”) accord-
cal population, local authorities, wholesale heat, electric- ing to principles and methodology of GRI.
ity, and capacity buyers including guaranteeing suppliers G4-24  The list of stakeholder groups  Stakeholder Relations: Key stakeholder p.23 no
and malof"”d‘ﬂs’[”a' CONSUMErs. engaged by the organization groups
Ee};gg:g “I\E/Ir;\;ler:iglg?ﬂts:a'terial for environmental or- G4-25 The bgsis for identification gnd Stakeholder Relations: Key stakeholder p. 23 no
ganisations, goods and service suppliers, shareholders, selection of stakeholders with groups
investors and lenders; whom to engage
_ Aspect “Energy” — material for shareholders, investors, G4-26  The organization’s approach Stakeholder Relations: Ways of stakeholder pp. 24, 27 no
coal and gas suppliers, sectoral regulatory authorities; to stakeholder engagement, interaction
— Aspects “Water”, “Emissions”, “Effluence and Waste”, including frequency of engage-
“Compliance”, “Overall”, “Environmental Grievance ment by type and by stakeholder
Mechanisms” — material for local population, civil Soci- group, and an indication of
ety organisations and local authorities, environmental whether any of the engagement
organisations. was undertaken specifically as
Category “Social”: part of the report preparation
— Aspects “Employment”, “Labor/Management Rela- process
tions”, “Occupational Health and Safety”, “Training and G4-27  Key topics and concerns that have Stakeholder Relations: Organisation’s ap- p. 28 no
Education”, “Diversity and Equal Opportunities”, “Equal been raised through stakeholder ~ proach to risk management
Remuneration for Women and Men” — material for local engagement, and how the
population, civil society organisations and local authori- organization has responded to
ties, sectoral regulatory authorities, trade unions; those key topics and concerns
— Aspect “Local Communities” — material for local popu- G4-28  Reporting period for information  Report Profile p.3 no

lation, civil society organisations and local authorities;
— Aspect “Anti-corruption” — material for goods and
service suppliers, trade unions;

— Aspect “Public Policy” — material for local population,
civil society organisations and local authorities

provided
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G4-29  Date of most recent previous Report Profile p.3 no SPECIFIC STANDARD DISCLOSURES
report Comment: We do not report the date of most recent Category “Economic”
previous report as this is the first sustainability report, G4-DMA Economic Sustainability: Management’s p. 32 no
prepared by generating companies of Gazprom En- approach to ensure economic sustainabil-
ergoholding Group (OAO “Mosenergo”, OAO “TGC-17, ity within the organisation and investment
0AO “0GK-2”) according to principles and methodology decision-making
_ of GRI. . Aspect “Economic Performance”
G4-30  Reporting cycle Report Profile p-3 no G4-EC1  Direct economic value generated Economic Sustainability: Financial and eco-  pp. 33-34 no
G4-31  The contact person for ques- Contacts p. 83 no and distributed nomic performance
tions regarding the report or its G4-EC2  Financial implications and other  Environmental Sustainability: Climate p. 52 no
contejnts . risks and opportunities for the  change
G4-32  The ‘in accordance’ option the Ykasarenb copepxanns GRI: pp. 84-90 no organization’s activities due to  Stakeholder Relations: Organisation’s ap-  p. 29
organization has chosen. The GRI Content Index: climate change proach to risk management
GRI Content Index for the chosen Table of Compliance by Standard Report- GAECA : : : : o
option. ing Elements in Accordance with the “G4 - Financial assistance received Economic Sustainability: Government p. 41 no

The reference to the External As-  Sustainability Reporting Guidelines” and from government support received by the Company over the
surance Report, if the report has Indicators of the Electric Utilities Sector reporting period
been externally assured. Disclosures Aspect “Market Presence’
Report Profile p.3 G4-EC5 Ratios of standard entry level Labour Sustainability: Staff remuneration p. 65 no
wage compared to local mini-
mum wage at significant loca-
tions of operations

G4-33  The organization’s policy and Report Profile p.3 no
current practice with regard to
seeking external assurance for

the report Aspect “Indirect Economic Impacts”
G4-34  The governance structure of the  About Our Companies: Corporate gover- pp. 17-19 no G4-EC7  Development and impact of Economic Sustainability: Infrastructure pp. 36-38 no
organization, including commit-  nance structure infrastructure investments and  investment projects
tees of the highest governance services supported Social sustainability: Not-for-profit infra- p. 80
body, committees responsible structure projects run by the Company on a
for decision-making on eco- pro bono basis
nomic, environmental and social Economic Sustainability: Financial and eco- p. 33
impacts nomic performance
G4-56  The organization’s values, About Our Companies: Corporate values, p.19 no Category “Environmental”
principles, standards and principles, standards and rules of conduct G4-DMA Environmental Sustainability: Management's pp. 42-44 o

norms of behavior such as
codes of conduct and codes of
ethics

approach to environmental aspects of the
Company’s activities
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Aspect “Materials” Aspect “Compliance”
G4-EN1  Materials used by weight or Environmental Sustainability: Fuel use and  pp. 44-46 no G4-EN29 Monetary value of significant Environmental Sustainability: Fines and p. 59 no
volume energy efficiency fines and total number of non- non-financial penalties imposed on the
Environmental Sustainability: Water man-  pp. 54-56 monetary sanctions for non- Company for violation of environmental
agement compliance with environmental  laws
Comment: Our heat and electricity generation process laws and regulations - -
predetermines our use of various fuels (gas, fuel oil and Aspect “Overall
coal) as the core feedstock and our considerable water G4-EN31 Total environmental protection Environmental Sustainability: Environmental p. 60 no
consumption for process and auxiliary purposes expenditures and investments by costs and investments
Aspect “Energy” type
G4-EN3  Energy consumption within the  Environmental Sustainability: Fuel use and  pp. 44-45 no Aspect “Environmental Grievance Mechanisms”
organization enerqy efficiency G4-EN34 Number of grievances about Environmental Sustainability: Environmental p. 61 no
G4-EN5  Energy intensity Environmental Sustainability: Fuel use and  p. 46 no environmental impacts filed, complaints received by the companies in
energy efficiency addressed, and resolved through 2012-2013
G4-EN6  Reduction of energy consump-  Environmental Sustainability: Fuel use and  pp. 47-48 no formal grievance mechanism o
tion energy efficiency Category “Social
Aspect “Water” Sub-category “Labor Practices and Decent Work”
G4-EN8  Total water withdrawal by source Environmental Sustainability: Water man-  p. 54 no G4-DMA Labour Sustainability: Management's ap-  p. 62 no
agement proach to HR policy and occupational health
: o and safety
G4-EN10  The total volume of water re- Environmental Sustainability: Water man- p. 54 no Aspect “Emplovment”
cycled and reused by the organi- agement p p y -
7ation G4-LA1  Total number of new employee  Labour Sustainability: Corporate human p. 64 no
Aspect “Emissions” hires and employee turnover by  resources
) . ) o age group, gender and region
G4-EN15 Direct greenhouse emissions Environmental Sustainability: Pollutant and  p. 49 no “ S
GHG emissions Aspect “Labor/Management Relations
G4-EN18 Greenhouse gas emissions Environmental Sustainability: Pollutant and  p. 49 no Ga-LA4 Mlnlmum potlce periods regard- Labour Sustainability: Occupational health —p. 67 no
. : o ing operational changes, includ- and safety at workplace
intensity GHG emissions ) o
: : — ing whether these are specified
G4-EN19 Rec.iuc'non of greenhouse gas Erlllv(;ronmeptal Sustainability: Pollutant and  pp. 51-52 no in collective agreements
G4-EN21 Ergf SISO(;I; d other significant ~ Envi emlSSI(’[mISS tainability: Pollutant and 50-51 Aspect "Occuipational Health and Safely
- : and other significan nvironmental Sustainability: Pollutant and  pp. 50- no . T :
Al emissions GHG emissions G4-LA6  Rates of injury Labour Sustainability: Occupational health  pp. 69-70 no
Aspect “Eff J Waste” and safety at workplace
: SP ec. uence an lase. — G4-LA8 Health and Safety Topics Cov- Labour Sustainability: Protection of employ- p. 67 no
G4-EN22 Total water discharge Environmental Sustainability: Water man- p. 55 no ered in Formal Agreements with  ees’ interests and rights: collective bargain-
agement Trade Unions ing
G4-EN23 Total weight of waste by type Environmental Sustainability: Industrial pp. 57-39 no Labour Sustainability: Occupational health  pp. 68-69

and disposal method

waste generation
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Aspect “Training and Education” Aspect “Anti-corruption”
G4-LA9  Average hours of training per Labour Sustainability: Raising the quality of p. 71 no G4-S04 Communication and training Labour Sustainability: Preventing corruption p. 73 no
year per employee by gender, human resources on anti-corruption policiesand  among the Company's employees
and by employee category procedures
G4-LA10 Programs for skills management Labour Sustainability: Raising the quality of pp. 71-72 no Aspect “Public Policy”
and lifelong learning that sup- ~ human resources G4-S06 Total monetary value of politi-  Social sustainability: Management's ap- p. 74 no
port the continued employability cal contributions by country and  proach to corporate projects that have an
of employees and assist them in recipient/beneficiary impact on society; availability of grievance
managing career ending mechanisms
Aspect “Diversity and Equal Opportunities” GENERAL STANDARD DISCLOSURES FOR THE ELECTRIC UTILITIES SECTOR
G4-LA12  Composition of governance bod-  Labour Sustainability: Corporate human p. 63 no EU1  Installed capacity, broken down  About Our Companies: Company overview  p. 13 no
ies and breakdown of employees resources by primary energy source and by
per employee category according regulatory regime
to gender, age, minority group EU2  Net energy output broken down  About Our Companies: Company overview  p. 14 no

membership, and other indica-

tors of diversity by primary energy source and by

regulatory regime

. | Aspect “Equal Remunerathn fa.r.Women and Men | EU3  Number of residential, industrial, About Our Companies: Company overview  p. 15 no
G4-LA13 Ratio of basic salary and remu-  Labour Sustainability: Staff remuneration p. 65 no institutional and commercial Comment: We have no information on exact number
nera;uon of V\{[omen tg men pfy customer accounts of residential, industrial, institutional and commercial
emp; loyeef[.ca eg?ry, yt§|gn| - customers, as our generating companies trade electric
cant locations of operation energy on the wholesale market

Sub-category “Society”

EU4  Length of above and under- Environmental Sustainability: Fuel use and  p. 46 no
G4-DMA Social sustainability: Management’s ap- p. 74 no ground transmission and distri-  energy efficiency
proach to corporate pr.ojegt.s that hgve an bution lines by regulatory regime
?eiic;nﬁg ;gc'ety? availability of grievance SPECIFIC STANDARD DISCLOSURES FOR THE ELECTRIC UTILITY SECTOR
Aspect “Local Communities” y (‘:‘ateg.ory. .Economu:. p—_
G4-SO1  Percentage of operations with Social sustainability: Cooperation with local pp. 76-77 no spect A.vallabllltly an.d.Rellablllty
implemented local community  communities on safety G4-DMA  Management approach to ensure Somall susta!nablllty: . pp. 74-76 no
engagement, impact assess- Social sustainability: Cooperation with local pp. 78-79 (fg{]ng)er sho_rlt ST(: Ion%-te:_rnbgll_(:ctnmty Engulrmg retllable energy supply in the short
ments, and development pro- communities on energy saving availability an .re ia |.| y an onqer erm§ _
grams EU10  Planned capacity against pro- Economic Sustainability: Increased demand pp. 34-35 no

Social sustainability: Cooperation with local pp. 79-80

. . jected electricity demand over from private, commercial, institutional, and
communities on the environment

the long term, broken down by  industrial consumers

Social sustainability: Cooperation with local pp. 81-82 energy source and regulatory
communities on culture and sports regime Economic Sustainability: Infrastructure pp. 36-38
Comment: 100% of our generating companies’ affiliates investment projects

in different regions took part in implementing local com-
munity engagement and development programs.

We do not implement any special impact assessments
programs
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Aspect “Demand-Side Management”

Aspect “Disaster/Emergency Planning and Response”

G4-DMA  Contingency planning measures, Environmental Sustainability: Management’s pp. 42-44 no
(former  disaster/emergency management approach to environmental aspects of the
EU21)  plan and training programs, and  Company’s activities
recovery/restoration plans Social sustainability: Cooperation with local  pp. 76-77 no
communities on safety
Aspect “Customer Health and Safety”
EU25  Number of injuries and fatalities = Comment: According to our information, within the re- no
to the public involving company  porting period there were no injuries and fatalities to the
assets including legal judgments, public involving company assets.
settlements and pending legal
cases of diseases
Aspect “Access”
EU27  Number of residential disconnec- Stakeholder Relations: Organisation’s ap- p. 28 no
tions for non-payment, broken proach to risk management
down by duration of disconnec-  Gomment: According to the existing legislation, electric-
tion and by regulatory regime ity supply can be limited for regular non-payers only
on the retail market. Qur companies operate on the
wholesale market and, therefore, are not involved in
this process. Heat supply limitation can be implemented
only after a number of notices and only with respect to
facilities other than socially significant facilities or facili-
ties that can not be disconnected by virtue of law. There
were no heat limitations implemented by our generating
companies within the reporting period.
EU28, Power outrage frequency Social sustainability: Ensuring reliable en-  p. 75 no
EU29  Average power outrage duration ergy supply in the short and longer terms
Comment: There were no power and heat outrages of
consumers, served by OAO “Mosenergo”, 0AO “TGC-1”,
0AO “0GK-2” within the reporting period.
EU30  Average plant availability factor ~ Social sustainability: Ensuring reliable en-  p. 76 no

by energy source ergy supply in the short and longer terms

G4-DMA  Demand-side management Economic Sustainability: Increased demand pp. 34-35 no
(former programs including residential,  from private, commercial, institutional, and
EU7)  commercial, institutional and industrial consumers
industrial programs
Aspect “Research and Development”
G4-DMA  Research and development Economic Sustainability: R&D for more pp. 39-40 no
(former activity and expenditure aimed at reliable energy supply and sustainable busi-
EU8)  providing reliable electricity and  ness growth
promoting sustainable develop-
ment
Aspect “Plant Decommissioning”
G4-DMA  Provisions for decommissioning  Economic Sustainability: Decommissioning  p. 35 no
(paHee  of power sites of inefficient facilities
EU9)
Aspect “System Efficiency”
EU11  Average generation efficiency of  Environmental Sustainability: Fuel use and  p. 46 no
thermal plants by energy source energy efficiency
EU12  Transmission and distribution Environmental Sustainability: Fuel use and  p. 46 no
losses as a percentage of total energy efficiency
energy
Category “Social”
Sub-category “Labor Practices and Decent Work”
Aspect “Employment”
G4-DMA  Programs and processes to Labour Sustainability: Raising the quality of pp. 71-73 no
(former ensure the availability of a skilled human resources
EU14)  workforce
Sub-category “Society”
Aspect “Local Communities”
G4-DMA  Stakeholder participation in deci- Stakeholder Relations: Ways of stakeholder pp. 24-27 no
(former sion making processes related to interaction
EU19)  energy planning and infrastruc-
ture development
EU22  Number of people physically Comment: According to our information, within the no

or economically displaced and
compensation, broken down by
type of project

reporting period there were no people physically or eco-
nomically displaced due to our companies’ activities.
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