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DEVELOPMENT STRATEGY OF RUSHYDRO GROUP
FOR THE PERIOD UNTIL 2020 WITH AN OUTLOOK FOR 2025
approved by the Board of Directors of PJSC RusHydro 06.06.20161
Dear shareholders and investors,
On June 6, 2016, the company’s Board of Directors
approved the development strategy through 2020 with
an outlook for 2025.
Unlike the previous strategy, the new plan outlines
development goals and directions for the entire group
of companies, including our Far Eastern subgroup. In
accordance with the Strategy the Company will focus on
efficient use of water resources, maintaining reliability of
the Unified Energy System of Russia, as well as ensuring
social and economic development of the Far East through
reliable and safe accessto energy infrastructure for
consumers.
One of the main strategic goals is to ensure reliable and
safe operation of power generation facilities, as well as
economic efficiency of investments into projects of risk
mitigation and prevention of possible damage.

By contributing to development of electricity sector of the
Far East, the Company will contribute to implementation
of government goals of accelerated social-economic
development of the region.
The Group will pay significant attention to employing
and retaining the most qualified personnel, as well as
to systematic development of employees’ knowledge
and skills.
The new strategy fully responds to external challenges
that RusHydro is facing and prioritizes internal resource
mobilization. This is the strategy of efficiency, both
operational and financial. It is the focus on efficiency
that will guarantee our success going forward.
N.G. Shulginov
Chairman of the Management Board –
General Director of PJSC RusHydro

Dear colleagues,
While working on the updated strategy, we clearly
understood the enormous responsibility towards the
state, employees and investors.
The updated document fully grasps the unique standing
of the company: it is both a public joint stock company
and an infrastructure company.
Therefore, the strategy effectively combines increase of
the investment appeal and ensuring safe and reliable
operation of the energy infrastructure.
The guiding principles of the new strategy are safe
operation of facilities, the growth of the company’s value
and return on investments to shareholders. The Group
aims to maximize free cash flow to ensure financial
stability and independence from external funding,
strives to optimize its organizational structure in order
to reduce transaction costs and increase market value.
The cornerstones of value creation are: optimization of

refurbishment and modernization programs; construction
of efficient and competitive new capacity; optimization
of financial investments portfolio; reduction of RAO ES
East subgroup’s debt and streamlining of RusHydro’s
Far Eastern assets.
Management will make every effort to achieve target
parameters set by the strategy.

D.I. Rizhinashvili
Member of the Board, First Deputy
Director General of PJSC RusHydro

MISSION: EFFICIENT USE OF WATER RESOURCES, ENSUING RELIABILITY OF RUSSIA’S UNIFIED ENERGY SYSTEM, AS WELL AS
FAVOURABLE CONDITIONS FOR SOCIAL AND ECONOMIC DEVELOPMENT OF THE FAR EASTERN REGIONS BY PROVIDING RELIABLE
ACCESS TO ENERGY INFRASTRUCTURE FOR EXISTING AND PROSPECTIVE USERS.
1

Published in a short version.
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RUSHYDRO GROUP AT PRESENT
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Wind PP
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Scientific and research design organizations

RusHydro Group, with total installed capacity of over 38.6
GW, is one of the largest Russian energy companies, as well
as the country’s leader in renewable power generation1.
The Group2 operates over 70 renewable energy facilities
with the installed capacity of 29.6 GW, including the largest
hydropower plant in Russia –Sayano-Shushenskaya, the
newest and the most state-of-the-art hydropower plant in
Russia – Boguchanskaya, 9 hydropower plants of the VolgaKama cascade, Zeyskaya, Bureyskaya and Novosibirskaya
and North Caucasus hydropower plants, geothermal power
plants in Kamchatka, Zagorskaya pumped storage plant, as
well as facilities of the largest supplier of electricity and
heat in the Russian Far East – RAO ES East Subgroup (with
installed capacity of 8.9 GW). In addition, the Group includes
RusHydro electricity retail,

1
2
3

R&D, design and surveying, general contractors and O&M
subsidiaries.
RusHydro Group plays a key role in the economic and social
development of the country, contributing to Russia’s energy
independence. PJSC RusHydro is included in the list of
strategic companies of the Russian Federation3.
The Company is a backbone of the national economy:
- an infrastructure company operating key public
infrastructure systems in the country and ensuring their
functioning and safety;
- a commercial company seeking growth in the company
value and acceptable rates of return to shareholders;
- an instrument of the government, allowing to solve
complex social and economic issues of territorial
development of the country.

35
19

The company has been implementing a number of largescale investment projects in different regions of Russia:
the construction of Nizhne-Bureyskaya (Amur region),
Ust-Srednekanskaya (Magadan region), Zaramagskie
(the Republic of North Ossetia-Alania) hydropower
plants, Zagorskaya pumped storage-2 (Moscow region),
Zelenchukskaya HPP-PSHPP (Karachay-Cherkess Republic),
the construction of fossil fuel combined heat and power
(CHP) generation in the Far East – the first stage of
Sakhalinskaya CHP-2 (Sakhalin region), CHP in Sovetskaya
Gavan (Khabarovsk region) and the first stage of Yakutskaya
CHP-2 (Yakutia), as well as Vostochnaya CHP.

In accordance with Federal Law «On Electricity» No. 35-ФЗ as of 26.03.2003 hydropower generation along with the use of solar
,
wind and other sources is included into the renewable energy sources.
Hereinafter the Group is referred to as RusHydro Group, which incorporates PJSC RusHydro (the executive office and branches), as well as its subsidiaries.
According to the Russian President’s Decree No. 688 as of May 21, 2012.
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The Company explores the potential for development
of wind farms, hydropower plants in river basins of
the North Caucasus, Siberia, North-Western and Volga
Federal Districts to select the most promising design and
construction technologies.
RusHydro creates an environment supporting the
development and creation of innovative products to meet the
scientific and technological needs of the Group and carries
out development projects aimed at testing and implementing
innovative solutions, as well as enters into the partnership
with Russian and international equipment manufacturers,
development institutions and energy companies.

1

Further construction to 310.5 МW

As one of the largest Russian energy companies, RusHydro is
aware of its social responsibility and focuses on prudent use
of water resources, development of renewable energy and
introduction of new environmentally friendly technologies.
In order to ensure transparency of corporate actions and
changes RusHydro Group seeks to develop partnerships
with shareholders, authorities, investors, clients, and nongovernmental organizations, improving and expanding
opportunities in decision-making with regard to their rights
and interests.
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Boguchanskaya HPP.................................... 2 997 МВТ
Bureyskaya HPP.....................................................2 010
Cascade of Verhnevolzhskie HPPs......................476.6
Cascade of Vilyuyskie HPPs.....................................680
Volzhskaya HPP......................................................2 650
Votkinskaya HPP....................................................1 020
HPP of Dagestanian branch.............................. 1 785.5
Zhigulevskaya HPP.................................................2 404
Zagorskaya PSHPP.................................................1 200
Zeyskaya HPP..........................................................1 330
HPP of Kabardino-Balkarskiy branch..................157.5
Kamskaya HPP...........................................................549
HPP of Karachayevo-Cherkess branch...............160.6
Kolyimskaya HPP......................................................900
Cascade of Kubanskie HPPs..................................476.5
Nizhegorodskaya HPP...............................................520
Novosibirskaya HPP..................................................465
Saratovskaya HPP..................................................1 391
Sayano-Shushenskaya HPP.................................6 721
Sevan-Razdanskiy Cascade of HPPs............... 561.41
HPP of North Ossetian branch................................79.5
Tolmachevskie HPPs................................................45.2
Cheboksarskaya HPP.............................................1 370
Verhne-Mutnovskaya Geothermal PP..................... 12
Mutnovskaya Geothermal PP.................................... 50
Pauzhetskaya Geothermal PP........................... 12+2.5
Zaragizhskaya HPP...................................................30.6
Zaramagskie HPPs............................................. 15+342
Gotsatlinskaya HPP...................................................100
Zagorskaya PSHPP-2................................................840
Zelenchukskaya HPP-PSPP.....................................140
Nizhne-Bureyskaya HPP..........................................320
Ust-Srednekanskaya HPP.......................................5701
Far Eastern power company
Krasnoyarskenergosbyt
Ryazan power supply company
Chuvash power supply company
Power supply company of Bashkortostan
Amurskaya CHP.........................................................285
Anadyskaya CHP.......................................................... 30
Anadyrskaya CHP......................................................... 56
Artemovskaya CHP....................................................400
Blagoveschenskaya CHP..........................................280
Vladivostokskaya CHPs............................................542
Kamchatskaya CHPs..............................................392.5
Komsomolskaya CHP-1, CHP-2...........................222.5
Komsomolskaya CHP-3...........................................360
Kyzym (mobile PP)...................................................... 72
Labytnangi (portative PC)........................................... 73
Magadanskaya CHP.................................................... 96
Mirninskaya CHP ............................................................... 72
Neryungrinskaya CHP................................................570
Nikolaevskaya CHP.................................................130.6
Partizanskaya CHP.....................................................203
Primorskaya CHP....................................................1 467
Raichikhinskaya CHP .............................................. 102
Sakhalinskaya CHP...................................................168
Urengoy (mobile PP) .................................................. 72
Khabarovskie CHPs................................................1 155
Chulmanskaya CHP..................................................... 48
Egvekinotskaya CHP-1............................................... 34
Yuzhno-Sakhalinskaya CHP-1................................455
Yakutskaya CHP.........................................................368
Arkagalinskaya CHP..................................................224
Mayskaya CHP............................................................. 81
Chaunskaya CHP.......................................................34.5
Yakutskaya CHP........................................................... 12
CHP Vostochnaya...................................................139.5
CHP Sovetskaya Gavan.............................................120
Sakhalinskaya CHP-2...............................................120
Yakutskaya CHP-2.....................................................193
Kislogubskaya Tidal PP............................................. 1.7
WPP in the village Ust-Kamchatsk......................... 1.1
WDC in Nikolskoe village...........................................0.55
WDC in Nikolskoe village...........................................0.55
Batagayskaya SPP........................................................ 1
«Mosoblgidroproekt»
All-Russian Vedeneev Hydraulic Engineering
Research Institute
79 «Gidroproekt» Institute named after S.Ya. Zhuk
80 «Lengidroproekt» Institute
81 SE R&DI
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CORPORATE VALUES

STRATEGIC GOALS
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RELIABLE AND SAFE OPERATIONS
OF COMPANY’S FACILITIES

The Company ensures that equipment and hydraulic facilities and infrastructure of thermal power plants
are operated in a reliable and safe manner for the good of the society and environment, while taking into
account economic efficiency of investments

STEADY DEVELOPMENT
OF POWER GENERATION

The Company aims to increase power generation output by means of improving efficiency of refurbishment
and modernization of its existing assets and investments in new efficient projects

DEVELOPMENT OF THE FAR EASTERN
POWER GENERATION

The Company ensures steady energy development in the Far East and is involved in the implementation of
government policy of accelerated social and economic development of the region

GROWTH OF THE COMPANY’S VALUE

The company seeks to increase its intrinsic value, investment appeal and ensure value creation without
compromising reliable and safe operation of the Company’s facilities

CLEAN ENERGY

Safe and reliable operation of facilities

ENGINEERING CULTURE

Safe and reliable operation of assets

PROSPEROUS SOCIETY

Reliability and infrastructure development, water resources management, development of hydropower
generation potential and expansion of renewable energy sources, contributing to the development of regions,
the economic growth, welfare and prosperity of society

RESPONSIBLE BUSINESS

Social policy aiming to support employees and residents of the regions where the Company operates

LEADING COMPANY

Commitment to leadership through joint efforts of the employees, consolidation of resources and business
competence in pursuit of excellence in every aspect of its operations

UNITED TEAM

Opportunities for further development and fair remuneration of employees to achieve the Company’s competitive
advantages in different areas of activity (team spirit, self-expression and fulfilment of each person’s potential)

LEARNING ENVIRONMENT

New technologies and unlimited opportunities for development.

NEW ENERGY

Professional development of the youth since school years

goal-oriented vision
RusHydro is an efficient operating company focused on safe
operations of its facilities, value creation and higher returns
to shareholders. The Group seeks to maximize free cash flow
to enhance financial stability and independence from external
sources, streamline its organizational structure in order to
reduce transaction costs, increase market value with a view
of preparing for an effective partial privatization in public and
shareholders’ interest. In its policies, the Company aims to
follow international standards of social responsibility, applies
best environmental protection practices.

The Company carries out the best-in-class and goaloriented development of human resources, maintaining high
requirements for professional and personal competencies of
employees to achieve ambitious targets.
By 2020-2025, RusHydro Group intends to fulfil its
commitments to build new hydropower facilities and achieve
its development targets in the Far East of Russia, carry out
modernization and life-time extension of key assets, complete
the construction of new fossil fuel power generation facilities

in the Far East, currently developed in accordance with the
Decree of the President of Russia No. 1564 as of November
22, 2012. In order to increase operational efficiency and
improve its financial stability, the Company will carry out
an extensive set of measures to reduce costs and optimize
asset management, reduce debt of RAO ES East Subgroup
through capital raise in favour of a strategic investor. This
should create a solid base for sustainable growth of dividend
payments to shareholders.

KEY PILLARS OF VALUE GROWTH → MAIN DEVELOPMENT AREAS
Increase in efficiency
of rehabilitation and
modernization program

Development of efficient
new capacities

Reduction of debt of RAO
ES East Subgroup

Optimization of financial
investment portfolio

More efficient management of the
Far Eastern assets and focus on their
operational efficiency

DEVELOPMENT STRATEGY OF RUSHYDRO GROUP
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KEY TASKS IN MAIN TRENDS OF DEVELOPMENT
IMPROVING EFFICIENCY OF REHABILITATION
AND MODERNIZATION PROGRAM. FURTHER
DEVELOPMENT OF TECHNOLOGICAL COMPLEX
RusHydro Group chooses a dynamic development path based
on operational efficiency and modernization of its asset base.
A key focus of development and efficiency improvement of
power generating facilities is improving the efficiency of
rehabilitation and modernization projects. Project selection
for rehabilitation and modernization program should reflect
the following criteria:
the project is deemed efficient only after
financial and economic efficiency evaluation based on the
Company’s methodology is conducted., Such methodology
takes into account, among other things, planned reductions
in operation, maintenance and repairs costs , elimination of
capacity restrictions, risk mitigation, including risks of
operations interruption. The evaluation also considers the
technical condition of the equipment in operation based on
technical condition indexes.
refurbishment is aimed at ensuring safe and
uninterrupted operations of power generating facilities,
including compliance with regulations by supervisory bodies,
monitoring systems , automated technical process control
systems, relay protection and automation systems and
emergency control, preventing operation in off-design
conditions.
Projects that do not meet the above requirements should be
excluded from the rehabilitation and modernization program.
Key objectives in this area are: rehabilitation and
modernization program efficiency improvement of through
more rigorous projects selection, projects economic
efficiency assessment and costs and r timelines optimization;
increasing economic efficiency; improving methodological
framework of production management, hydropower plants’
regime optimization ; maximization of cash flows from
existing generating assets through uprating of installed
capacity and output, reduction of auxiliary consumption.
Technological complex of RusHydro Group
Building an efficient operating management system also
includes optimization of all related processes (including
planning, procurement, logistics, automated productionrelated data collection system and cost accounting
system), organizational structure improvement and finetuning incentive system for production personnel, as
well as design and construction processes optimization.
Taking into account the Company’s cost optimization
policy, it is essential to enhance technological complexes
efficiency. In today’s environment, research and
development could be made more efficient through:
- Operating costs reduction of and productivity
improvement.

- Expanded scope of activities and entrance to new
markets.
- Carrying out proactive marketing policy.
- Increasing the external orders share in the revenue
structure.
In order to enhance the competitiveness of companies
constituting the technological complex on domestic and
international markets, and to increase the number of
orders from external customers, the following measures
are planned:
- Reduction of the unit cost by improving the quality
of planning, improvement in design and construction
technologies.
- Decrease in design and construction duration, including
by introducing innovative solutions at the design and
construction stages.
- Development of new expertise: manufacturing,
procurement, project search, and sales.
- In-service training and engineering personnel
development, upgrading training infrastructure,
its modernization and enhanced accessibility for
employees to necessary tools.
- Optimization of the engineering complex structure and
control system .
- Increasing the number of orders from external parties
outside of RusHydro Group.
- Pricing system improvement on the sector and federal
levels.
- Developing experimental sites to test innovative
technologies and engineering solutions.
Pursuing import substitution policy, the Company
intends to increase share of domestic products in its
production process, which is planned to be achieved
through manufacturing localization for certain types of
equipment and parts.
As part of its international strategy, the Company focuses
on providing technological solutions, development of
international cooperation with a view to maximize
the potential for the exchange of best practices and
information about the latest technologies, discussion of
issues related to hydropower generation and renewables,
as well as attracting foreign investment, advanced and
innovative technologies to support projects implemented
by RusHydro.

DEVELOPING EFFICIENT CAPACITIES.
CHANGING APPROACHES TO THE INVESTMENT
PROGRAM DEVELOPMENT
RusHydro Group’s Strategy objectives achievement requires
changes in approaches to the investment program.
On the first stage, investment policy change will include
completion of ongoing construction projects, as well as
rehabilitation and modernization costs optimization.
Extending construction schedules of projects already in
progress is inappropriate, as it would entail an increase in
capital expenditures for the completion (and in some cases
additional costs associated with maintaining facilities in a
safe condition) as well as cause delay in cash flows from
new capacities. Cancellation of ongoing construction
projects will only lead to negative consequences, namely,
substantial outflow of funds due to the need to conserve
and maintain the facilities in a safe condition, which will not
be offset in the future. The second stage envisages a
decrease in costs required to finance the rehabilitation and
modernization program, increased efficiency of new
facilities design and projects under the technical
rehabilitation and modernization program, launch of new
projects is a subject to their cost-effectiveness.
Free cash flow will be used to repay debt as well as pay
dividends in compliance with the laws and regulations of
the Russian Federation to ensure an attractive level of
dividend yield for shareholders, including the state.
Strategic and infrastructure projects can receive state
support in the form of project implementation on a publicprivate partnership basis (hereinafter - PPP). In this context,
the PPP suggests that the government could finance design
and construction of the hydraulic facilities and subsequently
lease these assets to RusHydro. The state can also ensure
favourable financing terms (interest rate, principal debt
repayment schedule) for RusHydro.
In a globalized economy and rapidly changing business
environment, it is especially important for the Company to
establish stable long-term business relationships with its
partners, including investors, members of joint projects,
suppliers and customers in order to achieve maximum
synergy from joint projects . Partnerships will be set up both
at the level of RusHydro Group and within the Group’s
individual companies.
Energy-intensive industrial projects relying on hydropower
plants are of a special interest for the Group. Key objectives
in this area are: changes in the investment policy;
establishing long-term relationships with customers;
increasing the investment appeal of pumped storage
technology; creating basis for further development and
construction of new power generating facilities; changes in
regulatory base aimed at hydropower generation
development, including pumped storage.
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REDUCTION OF RAO ES OF EAST
SUBGROUP DEBT
The Company focuses on reduction of RAO ES East Subgroup
debt. The priority solution to the problem for the Group is to
raise capital from a strategic investor/bank in the amount
from RUB 55 billion to RUB 85 billion to refinance the debt
of companies in RAO ES East Subgroup.
OPTIMIZATION OF THE FINANCIAL
INVESTMENT STRUCTURE. DIVESTMENT
OF ASSETS
Sale of selected assets will provide additional funds for
implementation of priority investment projects and
refurbishment. The sale of assets will be done only at
economically efficient terms.

consumers. As part of this interaction, the company plans
to prepare recommendations aimed at increased reliability
of power systems in Far Eastern certain regions.
2) Development of non-hydro renewable energy sources.
The key prospective development areas of RusHydro Group
in the Far East are related to the heat production
development and increasing share of renewable energy
sources (RES) In power generation.
The main effort aimed at increased efficiency and quality of
heat supplies, including through the introduction of new
technologies and equipment modernization , will be applied
in the following spheres:
- Decrease in fuel costs;
- More efficient load of power plants.

Optimization of corporate governance of the Far
Eastern assets of RusHydro Group
The priority step in optimization ofgovernance of the Far
Eastern assets is consolidation of 100% shares of PJSC RAO
ES East in the ownership of PJSC RusHydro as well as
transferring four fossil fuel power plants in the Far Eastern
Federal District after their commissioning from PJSC
RusHydro in direct ownership of RAO ES East Subgroup,
which will allow RAO ES East Subgroup to use additional
cash flows to finance investment programs and operations.
The second stage envisages reduction in the number of
management levels of the Far Eastern assets within the
Group.
Improving operational efficiency of the Far Eastern
assets
Enhancement of operating efficiency of the Subgroup will
focus on:

IMPROVEMENT OF THE FAR EASTERN ASSETS
MANAGEMENT AND THEIR OPERATIONAL
EFFICIENCY

- Reduction of losses in heat transmission pipelines.

Main efforts of RusHydro Group in the Far East will
concentrate efforts on the following areas:

The Far Eastern Federal District has a significant potential
for wider use of renewable energy sources.

- EBITDA growth rate of the Subgroup in line with
average tariffs growth rate in the Far Eastern Federal
District; capping of fixed costs growth rates of,
including personnel costs, coal purchase prices at
the level of tariff growth.

1) Ensuring reliability of power supply to consumers through
facilities modernization and replacement of retired
capacities, as well as changing approaches to investment
and refurbishment programs of all companies of the Group
in the region.

In isolated areas, development of renewable energy sources
in addition to existing generating facilities is one of the ways
to reduce cost of electricity.

- Replacing retired facilities and subsequent
optimization of operation and maintenance costs.

In order to ensure reliable and uninterrupted power and heat
supplies to consumers, RusHydro plans to complete
construction of 4 priority projects in the Far Eastern Federal
District, (Yakutskaya CHP-2 (1st stage), Blagoveshchenskaya
CHP (2nd stage), CHP in Sovetskaya Gavan, Sakhalinskaya
CHP-2 (1st stage), as well as auxiliary infrastructure access roads and railways, electricity and heat output
schemes, sewerage and water supply systems, ash and
slag removal systems, etc.
RusHydro could initiate new construction in the Far East
only to replace retired capacities and further develop power
generation in the region. These developments will have to
meet economic efficiency criteria of and reasonable return
on investment. Projects not meeting the Company’s
investment criteria could only be included in the investment
program following instructions of the federal executive
authorities, subject to direct budget funding, including in the
form of state co-financing.
Upon completion of construction projects, the Company
plans to allocate additional funds to finance refurbishment
programs in the Far East.
RusHydro Group plans to outline proposals for the most
efficient development of the region’s energy infrastructure
through building new and upgrading existing generation and
transmission facilities.
Some regions of the Russian Far East are facing problems,
stemming from the regions’ energy systems specifics. The
Group is in constant interaction with the regional authorities
in order to solve issues related to power supply to

- Preventing supply interruptions and accidents.

3) As major enegy supplier to prospective customers the
Group plays a key role in implementation of the government
policy, aimed at accelerated development of the Far Eastern
region, including via priority development territories (PDTs)
mechanism.
Priority power supply tasks in PDTs include:
- Accelerated connection to electricity and heat
facilities for PDTs resident companies and JSC Far
East Development Corporation (in case accelerated
connection complies with existing regulation).
- Coordinating all related authorities (Russia’s Energy
Ministry, the Ministry for Development of the Russian
Far East, executive bodies in the Far Eastern Federal
District, energy companies, JSC Far East Development
Corporation, resident companies of PDTs) activities in
connection with of issues regarding power supplies in
PDTs.
4) Transition to efficient corporate governance of the Group’s
Far Eastern assets, increase in operational efficiency and
financial sustainability of RAO ES East Subgroup.

- More efficient working capital management.
- Long-term fuel contracts.
Energy efficiency improvement through applying modern
technologies, reduction of losses in heat and power
networks, development of renewables will also contribute
to enhanced operational efficiency.
Improvement of payment discipline and receivables
management
RusHydro will implement the following measures to
maximize cash flows from existing generating assets in the
Far East improve payment discipline of consumers and
reduce accounts receivable:
- Monitor major customers solvency.
- Improve receivables collection owed for electricity
and heat supplies.
- Submit proposals to public authorities aimed
at amending the laws and regulations tightening
consumers’ responsibility to pay for energy, as well
as simplifying electricity and heat supply restrictions
to non-payers.

DEVELOPMENT STRATEGY OF RUSHYDRO GROUP

Cooperationwith the state authorities aimed at
changing tariff regulations in the Far Eastern
Federal District
Pursuant to the state policy aimed at curbing tariffs growth
rates, effective tariffs for RAO ES East Subgroup fail not only
to cover return on investment for new generating and grid
facilities construction, but in many cases do not fully include
recurring operating costs.
To find an effective solution to this issue, the Company seeks
to change the tariff regulations in the territory of the Far
Eastern Federal District, which can be implemented in one
of the following ways:
- Compensation of revenues not included in tariffs to
companies of RAO ES of East Subgroup through a
mechanism of special add-ons to capacity prices
for wholesale consumers in price zones of the
unified energy system, ensuring not only adequate
redistribution of revenue and full compensation of
operating costs, but adequate return on invested
capital.
- Direct subsidies paid from the federal budget in order
to compensate for losses incurred by companies of
RAO ES East Subgroup.
The Company also prioritizes the work with relevant
authorities to introduce economically justified long-term
tariff regulation in isolated and non-price areas.
Efficiency of fuel supplies
Ensuring reliable fuel supplies is essential to safe operations
of generating assets and energy system of the Far Eastern
Federal District. Since fuel is one of the major items in
electricity and heat production cost structure, fuel costs
optimization of will provide a significant positive economic
effect. In order to guarantee efficient and uninterrupted fuel
supply to Far Eastern generating assets, RusHydro plans to
implement the following measures:
- Optimization of fuel supplies by sea, including by wider
use of the Northern Sea Route.
- Promotion of competition between fuel suppliers and
wider use of not rated coals.
- Reduction in total reserves of fossil to a level ensuring
sufficient supply reliability

HUMAN RESOURCES
RusHydro follows the highest standards of social
responsibility when it comes to relations with employees,
communities, business partners. The Company considers it
necessary to make a significant contribution to the
promotion of social and economic development in the
regions of its operation, and be a reliable partner of the state
and society in developing a stable and favourable social and
economic environment, which is a basis of RusHydro’s
corporate social responsibility policy.
Human resources development covers the following areas:
- High level of social responsibility towards the general
public and employees.
- Compliance with requirements of the Russia’s electric
power industry personnel reimbursement agreement,
collective union agreements of the Company’s
branches, implementing the housing program for
employees and non-state pension scheme for longterm motivation of personnel.
- Development and implementation of national
occupational standards, including current best
practice within the Company, in international
companies, as well as domestic companies.
- Creating an educational environment in the regions
of the Company’s operation, namely setting up
learning centres to educate the public and youth
on hydropower energy, establishment and
maintenance of production and training information
centres, strategic partnerships with universities and
institutions, engaged in specialized training.
- Preparation and development of prospective
employees to replace retiring operating personnel,
as well as a pool of candidates to hold the executive
positions at the Company and subsidiaries.
- Building a positive employer brand, aimed at
retention and employment of the most qualified and
professional employees.
The Company pays special attention to creation of an
effective institutional environment for training and
developing the staff. Its basic elements include the
Hydropower Corporate University, vocational institutions of
higher and secondary education, training systems, and the
mentoring system at workplaces.
Being a reliable partner of the state and the society,
RusHydro is involved in implementation of government
initiatives to improve productivity and create highperformance jobs in the energy sector.
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KEY STRATEGY INDICATORS
Evaluation of the achievement of the Company’s strategic
goals is based on key strategy indicators developed in

accordance with the long-term financial model and the
Company’s strategic initiatives in key areas.

№

indicator

1

Comprehensive reliability index

to be fulfilled by 100%

2

Commissioning of capacities (cumulative result)

2.4 GW/1,500 Gcal / h

3

The fundamental value of equity, in 2016 prices,
billion rubles

4

Electric and thermal energy supply to the Far Eastern
Federal District, including priority development
territories.

5

EBITDA, billion rubles

target structure of the
share capital
Decree of the President of the Russian Federation No.
596 of May 7, 2012, as well as resolution of the Russian
Government issued in development of the Decree No.
1111-p of July 1, 2013, define the main directions of the
federal property privatization in 2014-2016 and approve a
forecast plan of the federal property privatization providing
for a partial divestment of the government from the capital
of «non-resource sector» companies by 2016, which
includes PJSC RusHydro.

2020

2025

561

607
to be fulfilled by 100%

133,6
In compliance with the resolutions of the Russian President
and the Russian government, RusHydro jointly with the
Russian Ministry of Economic Development, the Ministry
of Energy and the Federal Agency for State Property
Management developed the framework for potential sale
of the Russian Federation’s shareholding in RusHydro.
The developed privatization scheme has been approved
by the state authorities and provides for retention of
government’s control in the share capital of RusHydro at
the level of50% + 1 share. Privatization of RusHydro may
be carried out within the established limitations through the
sale of a part of the Russian Federation stake to a strategic
investor and/or public share offering to portfolio investors.

162,8
Importantly, implementation of measures to increase the
Company’s value must precede privatization and ensure
efficient sale and maximization of proceeds to the state
budget.
All decisions and amendments in respect of privatization
are subject to approval by the President of the Russian
Federation and the Russian Government.
Resolving of RAO ES East Subgroup debt issues is also
an important component of achieving the target capital
structure.
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TARGET CORPORATE STRUCTURE OF RUSHYDRO GROUP
The target business structure of RusHydro Group
represents a complex of efficient and competitive assets.

The Company will consider possibility of combining
assets on the basis of territorial and/or business

specialization criteria in order to reduce transaction
costs and increase efficiency.

PJSC RUSHYDRO - GENERATION
FOSSIL FUEL GENERATION, TRANSMISSION & DISTRIBUTION
ASSETS IN THE FAR EAST1

HYDROPOWER GENERATING BRANCHES AND SCSUBSIDIARIES
Bureyskaya HPP
Volzhskaya HPP
Votkinskaya HPP

Kabardino-Balkarian branch

Saratovskaya HPP

JSC DGK

Kamskaya HPP

Sayano- Shushenskaya HPP

JSC DRSK

Karachaevo-Cherkessia branch

North-Osetian branch

Cascade of Verhnevolzhskie HPPs

Cheboksarskaya HPP

PJSC Kamchatskenergo
JSC HPP in Sovetskaya Gavan

Cascade of Kuban HPPs

Zagorskaya PSHPP
Zeyskaya HPP

PJSC Yakutskenergo

PJSC DEK

Dagestan branch
Zhigulevskaya HPP

REGIONAL JSC-ENERGO

JSC Kolyimaenergo

JSC Magadanenergo
JSC Blagoveschenskaya HPP

Nizhegorodskaya HPP

Boguchanskaya HPP2

Novosibirskaya HPP

JSC Geoterm

PJSC KamGEK

Ust-Srednekanskaya HPP3

OJSC Sakhalinenergo

JSC Yakutskaya CHP-2

Others assets of the Far East

JSC Sakhalinskaya CHP-2

PJSC RUSHYDRO - OTHERS ASSETS
TECHNOLOGICAL COMPLEX

CONSTRUCTION

PROJECT DEVELOPMENT

Developer4

JSC Lengidroproekt
JSC Hydroproject Institute

Gotsatlinskaya HPP

REPAIRS
& MAINTENANCE

POWER RETAIL COMPANIES (PRC)
JSC Hydroremont - VKK

JSC Scientiﬁc Research
Institute of Energy Structures
JSC Vedeneev Hydraulic
Engineering Research Institute

LLC PRC of Bashkorstan

2

Alstom-RusHydro9

Zagorskaya PSPP-2
Zaramagskie HPP
Leningradskaya PSPP5

PERSONNEL
TRAINING

Boguchany Energy
and Metals Complex8

Nizhne-Bureyskaya HPP

Maintenance
assetsof the Far East6

JSC Chuvash PRC
PJSC Ryazanskaya
Regional Power Supply Company

Currently, asset management functions are carried out by PJSC RAO ES East Subgroup.
As part of the joint 50/50 project with UC RUSAL – Boguchansky Energy and Metals Complex.
3
168 MW is now in operation; work to increase capacity to 310.5 MW is underway.
4
Currently, JSC Management Company HydroOGK is a subsidiary in charge of hydropower projects construction.
5
The project implementation has been suspended.
6
O&M assets may be consolidated into a single company on a territorial /specialized activity basis.
7
Currently, JSC ESC RusHydro is manages power retail assets.
8
Boguchansky Energy and Metals Complex, which consists of Boguchanskaya hydropower plant and Boguchany aluminium smelter.
9
The joint venture of PJSC RusHydro and Alstom (General Electric) for production of hydropower equipment.
10
The joint venture of PJSC RusHydro and Voith Hydro for production of hydropower equipment.
1

JOINT VENTURE
COMPANY

PJSC Krasnoyarskenergosbyt

OJSC MOSOBLHYDROPROEKT
R&D

ELECTRICITY RETAIL 7

LLC VolgaHydro10

Hydropower
Corporate
University

12

DEVELOPMENT STRATEGY OF RUSHYDRO GROUP

APPENDIX 1. RELATION BETWEEN STRATEGIC GOALS,
KEY TASKS, MEASURES AND KEY STRATEGY INDICATORS
STRATEGIC GOALS
Reliable and secure operations of the
Company's facilities

Sustainable development of power
generation

Development of the Far Eastern Power
Generation

Growth of the Company’s value*

KEY TASKS FOR MAIN AREAS
Development and improvement of
production and technological complex
performance

Investment policy and changing approaches to the investment program
development

Operating efficiency and
transparency

Improvement of the Far Eastern assets management and the Far East energy development
Human resources development

IMPLEMENTATION OF MEASURES IN MAIN STRATEGIC AREAS
KEY STRATEGY INDICATORS
Comprehensive
reliability index

Commissioning of new capacity

Shareholder value

Electricity and heat supply to the Far Eastern Federal District, including to priority
development territories.

EBITDA

* Taking into account the Company’s priority to ensure reliable and safe operation of generating facilities and energy development in the Far East
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APPENDIX 2. ANALYSIS OF INTERNAL AND EXTERNAL ENVIRONMENT
(SWOT ANALYSIS)
The specific nature of activity determines the key elements defining the internal and external factors of the Company’s development.

STRENGTHS

WEAKNESSES

High market capitalization growth
potential

Company's scale as a factor of
investment appeal

Dependence of hydropower on
climate and natural conditions

High level of wear and tear of
production assets, especially in the
Far Eastern Federal District

Low exposure to fuel costs of the
company’s hydropower fleet

Long lifetime of hydropower
facilities

Long investment cycle and high
capital costs of investment
projects

Residual infrastructure costs and
ongoing projects with limited
economic efficiency

High manoeuvrability and flexibility
of the Group's hydropower plants,
capability for ancillary system
services

Hydropower’s ability to regulate
water flows and output, reducing
the risk of flooding in flood periods,
to accumulate fresh water and
ensure reliable water supply

Excessive debt of RusHydro Group,
primarily due to debt overburden of
RAO ES East Subgroup

Significant discount gap between
market and fundamental value of the
company

OPPORTUNITIES
Development of the market model
incentivizing new projects

State involvement in strengthening of
energy security

Regulatory environment favourable
for RES development

High unutilized technical potential
for development of new hydropower projects

Development and implementation
of new types of equipment and
technologies to increase operational efficiency

Increase of the Company’s investment appeal, cooperation with
strategic investor (investors)

THREATS
High cost of capital and limited
access to long-term borrowings
due international sanctions

Declining investment opportunities
of the state for finance infrastructure
development.

Market model ignoring contribution
of hydropower and pumped storage
to power system stability

Changes in regulatory mechanisms
to support renewable energy
development

Lack of demand from industrial
customers in Siberia and the Far
East

Low growth of unregulated wholesale electricity prices

Shortage of expertise and resources of suppliers and contractors to
implement large-scale programs
of industry development, the
disproportionate growth of prices
for materials and equipment

Threat of technological accidents
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GLOSSARY
(In alphabet order)
BEMO

Boguchansky Energy and Metals Complex

RES

Renewable energy sources. Include hydraulic, solar, wind, geothermal, ocean, waves, tidal energy, energy from ocean temperature
gradient, energy from temperature differences between air masses and ocean, energy from biomass

PSHPP

Pumped-storage hydropower plant is a a facility which converts electric energy received from other power plants into the potential
energy of water; accumulated energy is then transmitted to the grid mainly to cover peak loads

GW

Gigawatt (1 gigawatt equals 1,000,000 kilowatt)

Gcal

Gigacalorie

Gcal / h

Gigacalories per hour

RusHydro Group, Company

PJSC "RusHydro" (HQ and branches), as well as its subsidiaries

Hydraulic facilities

Hydraulic facilities include dams, powerhouses, water discharge and water drain facilities, tunnels, canals, pumping stations, navigation
locks, boat lifts; facilities intended to protect against flooding and damage to the banks of reservoirs, banks and bottom of river beds;
structures (dams), storage enclosures for liquid waste of industrial and agricultural organizations; devices from erosion on the channels,
as well as other facilities for the use of water resources and the prevention of harmful effects of water and liquid waste.

HPP

Hydro power plant is a power plant as a single production and technological complex, which includes the hydraulic facilities and
equipment that convert the mechanical energy of water into electric energy. In the document, unless otherwise specified, HPPs also
include tidal and pumped storage plants

PPP

Public private partnership

UES

The Unified Energy System (UES) of Russia is a complex of production and other property assets of power generation, transmission and
distribution of electricity unified by a centralised operational dispatch control of the power system

kWh

Kilowatt·hour

MW

Megawatt (1 megawatt equals 1,000 kilowatt)

CHP

Combined heat and power plant

WPP

Wind Power Plant

WDC

Wind and Diesel Complex

Free Cash Flow (FCF)

Cash, which remains at the Company's disposal after carrying out all investment. Free cash flow represents the after-tax cash flow
from operating activities net of investment (in fixed and working capital)

Installed capacity

Total nominal active capacity of power generators
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