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Independent Auditors’ Report

To the Board of Directors of Joint-Stock Company@C of Centre”

We have audited the accompanying consolidated dinhstatements of Joint-Stock Company
“IDGC of Centre” (the “Company”) and its subsidesi (the “Group”), which comprise the
consolidated statement of financial position as3htDecember 2009, and the consolidated
statements of comprehensive income, changes ityeayuil cash flows for the year then ended,
and a summary of significant accounting policied ather explanatory notes.

Management's Responsibility for thensolidated Financial Statements

Management is responsible for the preparation amd gresentation of these consolidated
financial statements in accordance with InternatioRinancial Reporting Standards. This
responsibility includes: designing, implementingl anaintaining internal control relevant to the
preparation and fair presentation of consolidateanicial statements that are free from material
misstatements, whether due to fraud or error; 8ee@nd applying appropriate accounting
policies; and making accounting estimates thateasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on
our audit. We conducted our audit in accordancé witernational Standards on Auditing.
Those standards require that we comply with relewvethical requirements and plan and
perform the audit to obtain reasonable assuraneghehthe consolidated financial statements
are free of material misstatement.

An audit involves performing procedures to obtairdia evidence about the amounts and
disclosures in the consolidated financial statememhe procedures selected depend on the
auditor's judgment, including the assessment of risks of material misstatement of the
consolidated financial statements, whether due réudf or error. In making those risk
assessments, the auditor considers internal comti@yant to the entity’s preparation and fair
presentation of the consolidated financial stateésminorder to design audit procedures that are
appropriate in the circumstances, but not for theppse of expressing an opinion on the
effectiveness of the entity’s internal control. Aaudit also includes evaluating the
appropriateness of accounting principles used had@¢asonableness of accounting estimates
made by management, as well as evaluating the lbyenesentation of the consolidated
financial statements.

We believe that the audit evidence we have obtaimedfficient and appropriate to provide a
basis for our opinion.

ZAO KPMG, a company incorporated under the LawthefRussian Federation
and a member firm of the KPMG network of indeperdeember firms
affiliated with KPMG International Cooperative (“H#G International”), a
Swiss entity



Independent Auditors' Report
Page 2

Basis for Qualified Opinion

We did not observe the counting of inventoriesestadit RUR 1,189,256 thousand as at
1 January 2008 because we were engaged as audgfitibrs Group only after that date. It was
impracticable to satisfy ourselves as to thoseritony quantities by other audit procedures.
Accordingly, we were unable to determine whethey adjustments might be necessary to
operating expenses, income tax expense and pootité year ended 31 December 2008.

Qualified Opinion

In our opinion, except for the effects on the cepanding figures of such adjustments, if any,
that might have been determined to be necessarythsekbn practicable to obtain sufficient
appropriate audit evidence as described in thesBfmsi Qualified Opinion paragraph, the
consolidated financial statements present fairy,all material respects, the consolidated
financial position of the Group as at 31 Decemb80 and its consolidated financial
performance and its consolidated cash flows for year then ended in accordance with
International Financial Reporting Standards.

ZAO KPMG
30 April 2010



JSC “IDGC of Centre”
ConsolidatedStatement of Comprehensive Incorfue the year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

Year ended Year ended
Note 31 December 2009 31 December 2008

Revenue 7 49,313,709 43,726,639
Operating expenses 8 (45,266,019) (38,841,920)
Other operating income 722,325 1,050,979
Results from operating activities 4,770,015 5,935,698
Finance income 10 98,748 10,903
Finance costs 10 (2,123,278) (1,570 147)
Net finance costs (2,024,530) (1,559,244)
Profit before income tax 2,745,485 4,376,454
Income tax expense 11 (639,478) (1,590,734)
Profit and total comprehensive income for the year 2,106,007 2,785,720
Profit and total comprehensive income attributableto:

Owners of the Company 2,105,390 2,785,720

Minority interest 617 -
Profit and total comprehensive income for the year 2,106,007 2,785,720
Earnings per share — basic and diluted
(in Russian Roubles) 21 0.050 0.066

These consolidated financial statements were apgrox 30 April 2010:

General Director
E.F. Makarov

Accounting Policy Director
S. U. Puzenko

5

The consolidated statement of comprehensive indsnte be read in conjunction with the notes to, &mthning part of, the

consolidated financial statements set out on pa&ges1.



JSC “IDGC of Centre”

ConsolidatedStatement of Financial Positioras at 31 December 2009

Thousands of Russian Roubles, unless otherwisél state

Note
ASSETS
Non-current assets
Property, plant and equipment 12
Intangible assets 13
Investments and financial assets 15
Other non-current assets 16
Total non-current assets

Current assets

Cash and cash equivalents 17
Trade and other receivables 18
Income tax receivable

Inventories 19
Other current assets

Total current assets

Total assets

EQUITY AND LIABILITIES

Equity 20
Share capital

Additional paid-in capital

Retained earnings

Total equity attributable to equity holders of the
Company

Minority interest
Total equity

Non-current liabilities

Loans and borrowings 22
Finance lease liability 23
Employee benefits 24
Deferred tax liabilities 14

Other non-current liabilities
Total non-current liabilities

Current liabilities

Loans and borrowings 22
Finance lease liability 23
Trade and other payables 26
Employee payables 25
Income tax payable

Other taxes payable 27

Total current liabilities
Total liabilities
Total equity and liabilities

The consolidated statement of financial positiortasbe read in
consolidated financial statements set out on pa&gei1.

31 December 2009

31 December 2008

3,385,105 41,344,634
1,262,685 900,749
755,261 34,271

106,095 124,505

45,519,146 42,404,159
368,171 74,672
,035,467 5,193,726

79,743 47,921
1,232,130 1,363,067
91,635 80,439
6,807,146 6,759,825

52,326,292 49,163,984

4,221,794 4,221,794
88,660 88,660

24,238,902 21,777,436

28,549,356 26,087,890
3,824 -

28,553,180 26,087,890
5,163,144 3,979,557
1,447,002 2,078,361
1,447,817 1,146,076
1,888,303 1,874,285

93,098 43,380

10,039,364 9,121,659

5,963,106 5,401,751
762,393 1,047,926
5,877,949 6,500,383
480,874 473,803
5,003 17,104
644,423 513,468
13,733,748 13,954,435
23,773,112 23,076,094
52,326,292 49,163,984
6

conjunction with the notes to, andnfng part of, the



JSC “IDGC of Centre”

Consolidated Statement of Cash Flows for the year eh@& December 2009

Thousands of Russian Roubles, unless otherwisél state

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before income tax

Adjustments for:

Depreciation and amortization

Allowance for impairment of accounts receivable
Net finance costs

Provision for inventory obsolescence

Loss on disposal of property, plant and equipment
Gain on disposal of investments

Gain on disposal of subsidiaries

Bad debts written-off

Adjustment for other non-cash transactions

Cash flows from operating activities before changeis working

capital

Change in trade and other receivables
Change in inventories

Change in other assets

Change in trade and other payables
Change in employee payables
Change in employee benefits
Change in other liabilities

Change in other taxes payable

Cash flows from operations before income taxes aridterest paid

Interest paid

Income tax paid

Cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of property, plant and equipment anmgible assets

Proceeds from disposal of property, plant and egeig
Acquisition of subsidiaries

Proceeds from disposal of subsidiaries

Proceeds from disposal of investments

Interest received

Cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loans and borrowings

Repayment of loans and borrowings

Repayment of finance lease liabilities

Cash flows from financing activities

Net increase/ (decrease)in cash and cash equivalent
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Year ended Year ended
Note 31 December 2009 31 December 2008
2,745,485 4,376,454
8 4,631,208 3,743,246
8 768,261 290,786
10 2,024,530 1,559,244
8 130,860 37,306
183,783 158,081
- (13,784)
- (12,733)
8 5,478 160,423
(388,369) (666,592)
10,101,236 9,632,431
(594,521) (2,153,077)
4,943 (211,117)
(164,855) 146,417
(652,850) 3,360,461
7,071 (392,588)
150,688 (626,704)
50,182 31,003
130,955 30,598
9,032,849 9,817,424
(2,174,455) (1,155,788)
(758,402) (1,314,648)
6,099,992 7,346,988
(6,593,902) (9,788,000)
76,024 52,370
8,603 -
- 55,356
- 93,466
2,823 10,903
(6,506,452) (9,575,905)
16,501,767 12,840,707
(14,736,144) (10,013,455)
(1,065,664) (892,340)
699,959 1,934,912
293,499 (294,005)
74,672 368,677
368,171 74,672

7

The consolidated statement of cash flows is todael in conjunction with the notes to, and formiragt f, the consolidated

financial statements set out on pages 9 —41.



JSC “IDGC of Centre”

Consolidated Statement of Changes in Equity for tyear ended 31 December 2009

Thousands of Russian Roubles, unless otherwissstat

At 1 January 2008

Profit for the year

Total comprehensive income
At 31 December 2008

Profit for the year

Total comprehensive income
Acquisition of minority interest
Other movements

At 31 December 2009

Attributable to shareholders of the Group

Ordinary Additional Retained
share capital paid in capital earnings Total Minority interest Total equity

4,221,794 88,660 18,991,716 3,302,170 - 23,302,170
- - 2,785,720 2,785,720 - 2,785,720

- - 2,785,720 2,185,7 - 2,785,720

4,221,794 88,660 21,777,436 26,087,890 - 26,087,890

- - 2,105,39( 2,105,390 617 2,106,007

- - 2,105,39(C 2,105,390 617 2,106,007

- - - - 3,207 3,207

- - 356,076 356,076 356,076
4,221,794 88,660 24,238,902 28,549,356 3,824 28,553,180

The consolidated statement of changes in equitylie read in conjunction with the notes to, ardhfog part of, the consolidated financial staternesgt out on pages 9 — 41.



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

1 BACKGROUND

@) The Group and its operations

Joint-Stock Company “IDGC of Centre” (hereaftee titompany”) and its subsidiaries (together reféiie as the
“Group”) comprise Russian open joint stock comparie defined in the Civil Code of the Russian Fatiter. The
Company was set up on 17 December 2004 based aiuRes no. 154 of 9 December 2004 and pursuant to the
Board of Directors’ decision (board of directorseeting minutes no. 178 of 1 October 2004) and Mamemt
Board decision (Management Board minute no. 1102%November 2004) of the Russian Open Joint-Stock
Company RAO “United Energy Systems of Russia” (aftez, “RAO UES").

The Company'’s registered office is 4/2, Glukharewmé, Moscow, 129090, Russia.

The Group’s principal activity is the transmissiohelectricity and the connection of customerstte &lectricity
grid.

The Group consists of the Company and two subgigiar OJSC “Energetic” and OJCS “Yaroslavskaya \agee
Company”

The reorganisation of the Company was complete@March 2008 as a result of the merger of thimfiohg
entities with the Company: OJSC “Belgorodenergo’JSQ “Bryanskenergo”;0JSC “Voronezhenergo”; OJSC
“Kostromaenergo”; OJSC “Kurskenergo”; OJSC “Lipetskrgo”; OJSC “Orelenergo”; OJSC “Smolenskenergo”;
0OJSC “Tambovenergo”; OJSC “Tverenergo”; OJSC “Yargn”.

The merger was effected through the conversionhafes issued by the Company in exchange for shiarde
merged entities. As a result of the merger, thevebnentioned companies ceased to exist as sepagateentities
and the Company became their legal successor.

On 1 July 2008 RAO UES ceased to exist as a sepkagdl entity and transferred the shares of thegamy to JSC
IDGC Holding, a newly formed state-controlled entit

As at 31 December 2009, the Government of the Badsederation owned 54.99% shares of JSC IDGC hipldi
which in turn owned 50.23% of the Company.

The Government of the Russian Federation influetfte$&roup’s activities through setting transmisdiriffs.

(b) Russian business environment

The Russian Federation has been experiencinggablagnd economic change that has affected, andcorainue to
affect, the activities of enterprises operatinghis environment. Consequently, operations in thesfin Federation
involve risks that typically do not exist in othmarkets. In addition, the contraction in the cdg@tal credit markets
and its impact on the Russian economy have fuittteeased the level of economic uncertainty ingheironment.
These consolidated financial statements reflectagament’s assessment of the impact of the Russiaimdss
environment on the operations and the financialtippsof the Group. The future business environmeay differ
from management’s assessment.

2 BASIS OF PREPARATION

(@) Statement of compliance

These consolidated financial statements (herein&fieancial Statements”) have been prepared in@znce with
International Financial Reporting Standards (“IFRSs

(b) Basis of measurement

The Financial Statements are prepared on the ivataost basis except for investments at fair @ahrough profit
or loss; and property, plant and equipment whiels wevalued to determine deemed cost as part @dbgetion of
IFRS as at 1 January 2007.

(c) Functional and presentation currency

The national currency of the Russian FederatiamésRussian Rouble (“RUR”), which is the Compargrsl its
subsidiaries’ functional currency and the curreimcyhich these Financial Statements are presented.

All financial information presented in RUR has be&eanded to the nearest thousand.



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

(d) Use of judgements, estimates and assumptions

The preparation of consolidated financial statemeant conformity with IFRSs requires management taken
judgments, estimates and assumptions that affecapplication of accounting policies and the reggb@mounts of
assets, liabilities, income and expenses. Actigilte may differ from those estimates.

Estimates and underlying assumptions are reviewe@roongoing basis. Revisions to accounting eséisnate
recognised in the period in which the estimatesewised and in any future periods affected.

Information about critical judgments in applyingcaanting policies that have the most significarfeef on the
amounts recognised in the Financial Statementgiaded in the following notes:

* Note 28 — allowances for impairment of trade arftepteceivables

Information about assumptions and estimation uno@iés that have a significant risk of resultimga material
adjustment within the next financial year is inaddn the following notes:

* Note 12 — useful lives of property, plant and equept
* Note 24 — employee benefits

* Note 31 — contingencies.

(e) Changes in accounting policies and presentation

With effect from 1 January 2009, the Group changedccounting policies in the following areas:
< determination and presentation of operating segsnantl
» presentation of financial statements.

0] Determination and presentation of operating segment

As at 1 January 2009 the Group determines and mesperating segments based on the informatidrirtteanally
is provided to the Board of experts, which is threup’s operating decision making body. This chaimggccounting
policy is due to the adoption of International Fio&al Reporting Standard @perating Segment®reviously the
Group did not disclose information about operasagments.

Comparative segment information has been presdantednformity with the requirements of IFRS 8. Sinthe
change in accounting policy only impacts presemtatind disclosure aspects, there is no impact anings per
share.

An operating segment is a component of the Groap émgages in business activities from which it reayn
revenues and incur expenses, including revenueegpenses that relate to transactions with anhefGroup’s
other components. An operating segment’s operagéisglts are reviewed regularly by the Board of etgp make
decisions about resources to be allocated to thmeet and assess its performance, and for whidnedésfinancial
information is available.

Segment results that are reported to the Boardmdres include items directly attributable to arsegt as well as
those that can be allocated on a reasonable basis.

Segment capital expenditure is the total cost iezliduring the year to acquire property, plant egdipment, and
intangible assets.

(ii) Presentation of financial statements

The Group applies revised IAS 1 Presentation ofkdial Statements (2007), which became effectivatas
January 2009. The revised standard requires argega of all owner changes in equity to be préseérn the
consolidated statement of changes in equity, wiseah non-owner changes in equity are presentedhén
consolidated statement of comprehensive income.

Comparative information has been re-presented aoittlalso is in conformity with the revised stardiaSince the
change in accounting policy only impacts presentaispects, there is no impact on earnings peeshar

10



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

3 SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have beediapgonsistently to all periods presented in thEgeancial
Statements, and have been applied consistentlyrbypGentities, except as explained in note 2 (d)clvaddresses
changes in accounting policies.

@) Basis of consolidation
0] Subsidiaries

Subsidiaries are entities controlled by the Gro@pntrol exists when the Group has the power to govke
financial and operating policies of an entity sd@sbtain benefits from its activities. In assagstontrol, potential
voting rights that currently are exercisable arketainto account. The financial statements of glibges are
included in the consolidated financial statememsnfthe date that control commences until the tizdé control
ceases. The accounting policies of subsidiarie® teen changed when necessary to align them watipdlicies
adopted by the Group.

(i) Transactions eliminated on consolidation

Intra-group balances and transactions, and anyalisee income and expenses arising from intra-gtoampsactions,
are eliminated in preparing the consolidated fimgratatements.

(iii) Business combinations involving entities under commcontrol

A business combination involving entities or bussg®s under common control is a business combinatiarich
all of the combining entities or businesses aramaltely controlled by the same party both beford after the
business combination, and that control is not ttans

Business combinations arising from transfers ddrigdts in entities that are under the control efshareholder that
controls the Group are accounted for as if the s@tgpn had occurred at the beginning of the eatlmmparative
period presented or, if later, at the date that rmom control was established; for this purpose coatpees are
restated. The assets and liabilities acquired ecegnised at the carrying amounts recognized pusijioin the
acquired entity’s IFRS financial statements. Theponents of equity of the acquired entities areeddd the same
components within Group equity except that any ehzapital of the acquired entities is recognizedpag of
retained earnings. Any cash paid for the acquisisaecognised directly in equity.

(b) Financial instruments
0] Non-derivative financial instruments

Non-derivative financial instruments comprise irwesnts in equity, trade and other receivables, @ash cash
equivalents, loans and borrowings, and trade amer gtayables.

The Group initially recognises loans and receivaldad deposits on the date that they are originaidther
financial assets (including assets designatediravdiue through profit or loss) are recognisediatly on the trade
date at which the Group becomes a party to the@cmial provisions of the instrument.

The Group derecognises a financial asset whendhw&actual rights to the cash flows from the assgiire, or it
transfers the rights to receive the contractuah dlasvs on the financial asset in a transactiowich substantially
all the risks and rewards of ownership of the friahasset are transferred. Any interest in tramsfefinancial
assets that is created or retained by the Grorgeagnised as a separate asset or liability.

Financial assets and liabilities are offset and rthe amount presented in the consolidated stateofefihancial
position when, and only when, the Group has a lgght to offset the amounts and intends eithesdttle on a net
basis or to realise the asset and settle theitiabimultaneously.

The Group has the following non-derivative finah@asets: financial assets at fair value througifitpor loss,
loans and receivables and available-for-sale filzdassets.

Financial assets at fair value through profit osk

A financial asset is classified at fair value ttghuprofit or loss if it is classified as held foading or is designated
as such upon initial recognition. Financial assets designated at fair value through profit or ldsthe Group
manages such investments and makes purchase andesaions based on their fair value in accordavitke the
Group’s documented risk management or investmeatesty. Upon initial recognition attributable tranton costs

11



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

are recognised in profit or loss as incurred. Fiigmassets at fair value through profit or loss areasured at fair
value, and changes therein are recognised in fmokdss.

Loans and receivables

Loans and receivables are financial assets witkdfigsr determinable payments that are not quoteahimctive
market. Such assets are recognised initially atvi@ue plus any directly attributable transactemsts. Subsequent
to initial recognition loans and receivables areasueed at amortised cost using the effective intereethod, less
any impairment losses. Loans and receivables cammade and other receivables.

Cash and cash equivalents comprise cash balanttesnginal maturities of three months or less.
Available-for-sale financial assets

Available-for-sale financial assets are non-deiafinancial assets that are designated as aledifab-sale and
that are not classified in any of the previous gatees. The Group’s investments in certain equégusities are
classified as available-for-sale financial ass&tsch assets are recognised initially at fair vadlies any directly
attributable transaction costs. Subsequent talmigicognition, they are measured at fair value @rahges therein,
other than impairment losses (see note 3(f)(iB,racognised in other comprehensive income ancpies within

equity in the fair value reserve. When an investn®derecognised or impaired, the cumulative gailoss in other
comprehensive income is transferred to profit sslo

Investments in equity securities that are not qiate a stock exchange and where fair value canaatelably
measured are stated at cost less impairment losses.

(ii) Non-derivative financial liabilities

All financial liabilities are recognised initiallpn the trade date at which the Group becomes g parthe
contractual provisions of the instrument.

The Group derecognises a financial liability whisnciontractual obligations are discharged or céeat@r expire.
The Group has the following non-derivative finahdigbilities: loans and borrowings, and trade atioer payables.

Such financial liabilities are recognised initialgt fair value plus any directly attributable tracison costs.
Subsequent to initial recognition these finandadbilities are measured at amortised cost usingffestive interest
method.

(c) Property, plant and equipment
0] Recognition and measurement

Items of property, plant and equipment are measatedst less accumulated depreciation and impaitriosses.

The cost of property, plant and equipment at 1 dgn@007, the date of transition to IFRSs, was rddteed by
reference to its fair value at that date.

Cost includes expenditures that are directly atteble to the acquisition of the asset. The costetffconstructed
assets includes the cost of materials and diréctula any other costs directly attributable to gimg the asset to a
working condition for its intended use, the costsgdismantling and removing of assets and restotirgy site on
which they are located, and capitalised borrowiosis. Purchased software that is integral to thetfonality of the
related equipment is capitalized as part of thaimgent.

When parts of an item of property, plant and eq@ipimhave different useful lives, they are accourftadas
separate items (major components) of property t@ad equipment.

Gains and losses on disposal of an item of propgtant and equipment are recognized net in “otiprating
income” or “other operating expense” in profit oss$.
(ii) Subsequent costs

The cost of replacing part of an item of propepiant and equipment is recognized in the carryimpant of the
item if it is probable that the future economic éfts embodied within the part will flow to the Gno and its cost
can be measured reliably. The carrying amount efrédplaced part is derecognised. The costs of dyetatday
servicing of property, plant and equipment are gacxed in profit or loss as incurred.

12



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

(iii) Depreciation

Depreciation is recognized in profit or loss ortraight-line basis over the estimated useful ligégach part of an
item of property, plant and equipment. Leased asart depreciated over the shorter of the lease &ed their
useful lives unless it is reasonably certain thatGroup will obtain ownership by the end of theske term. Land is
not depreciated.

The estimated useful lives of property, plant agdigment by type of facility are as follows:

e Buildings 15 - 50 years

¢ Transmission networks 5 —20 years
e Equipment for electricity transformation 20 years

e Other 1-30 years

Depreciation methods, useful lives and residualieslare reviewed at each financial year end andstadj if
appropriate

(iv) Leased assets

Leases in terms of which the Group assumes sul@tardll the risks and rewards of ownership arasslfied as
finance leases. Upon initial recognition the leaasset is measured at an amount equal to the loivwer fair value
and the present value of the minimum lease paym8otssequent to initial recognition, the assetoanted for in
accordance with the accounting policy applicabléhai asset.

Leases, other than finance leases, are treatepleasting leases, and leased assets are not reedgnithe Group’s
consolidated statement of financial position. Opiagalease payments (net of benefits granted byléhsor) are
recognized in profit or loss on a straight lineibawer the lease term.

(d) Intangible assets
0] Initial recognition
Intangible assets that are acquired by the Groupichwhave finite useful lives, are measured at dest

accumulated amortisation and accumulated impairfosses.

(ii) Subsequent expenditure

Subsequent expenditure is capitalised only whémcieases the future economic benefits embodigddrspecific
asset to which it relates. All other expendituresisognized in profit or loss as incurred.

(iii) Amortization

Amortisation is recognised in profit or loss onti@ight-line basis over the estimated useful lisEgtangible assets
from the date that they are available for use sthtemost closely reflects the expected patternomisumption of
future economic benefits embodied in the asset.

The useful lives of intangible assets are as fatow

e Patents and licenses 1-12 years

e Computer software 1-10 years

Amortization methods, useful lives and residualuesal are reviewed at each financial year end andstdj if
appropriate.

(e) Inventories

Inventories are measured at the lower of cost abdealizable value.

The cost of inventories includes all acquisitiorstsp production costs and other costs incurreditg bnventories
to their existing condition and location. Invengesriare written-off to the profit and loss at averagst.

Net realizable value is the estimated selling pricghe ordinary course of business, less the astichcosts of
completion and selling expenses.

13



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

) Impairment
0] Financial assets

A financial asset not carried at fair value throygfit or loss is assessed at each reporting ttatdetermine
whether there is any objective evidence that iinipaired. A financial asset is impaired if objeetievidence
indicates that a loss event has occurred afteinttial recognition of the asset, and that the legent had a negative
effect on the estimated future cash flows of tlsaeaithat can be estimated reliably.

Objective evidence that financial assets (includiqgity securities) are impaired can include defaubelinquency
by a debtor, restructuring of an amount due toGheup on terms that the Group would not consideemtise,
indications that a debtor or issuer will enter lrapkcy, the disappearance of an active market feeaurity. In
addition, for an investment in an equity secursignificant or prolonged decline in its fair valbelow its cost is
objective evidence of impairment.

An impairment loss in respect of a financial asseisured at amortised cost is calculated as tferalite between
its carrying amount, and the present value of thiimated future cash flows discounted at the assmiginal
effective interest rate. Losses are recognisedrofitpor loss and reflected in an allowance accoagainst
receivables. Interest on the impaired asset cosina be recognised through the unwinding of tkealint. When a
subsequent event causes the amount of impairmesttto decrease, the decrease in impairment loss/éssed
through profit or loss.

Impairment losses on available-for-sale equity s&ea are recognised by transferring the cumuéatoss that has
been recognised in other comprehensive income peggknted in the fair value reserve in equity, afipor loss.
Any subsequent recovery in fair value of an impdhieailable-for-sale equity securities is recogmige other
comprehensive income.

(ii) Non-financial assets

The carrying amounts of the Group’s non-financiaseds, other than inventories and deferred taxtsasaee
reviewed at each reporting date to determine whdttexe is any indication of impairment. If any Buadication
exists, then the asset’s recoverable amount ismattd.

The recoverable amount of an asset or cash-gemgrnatiit is the greater of its value in use andats value less
costs to sell. In assessing value in use, the asinfuture cash flows are discounted to theirgmesgalue using a
pre-tax discount rate that reflects current magssessments of the time value of money and the si&cific to the
asset. For the purpose of impairment testing, asmet grouped together into the smallest groupseéta that
generates cash inflows from continuing use thataagely independent of the cash inflows of otheseds or groups
of assets (the “cash-generating unit”).

An impairment loss is recognised if the carryingoammt of an asset or its cash-generating unit exxetd
recoverable amount. Impairment losses are recagjmisprofit or loss. Impairment losses recognisedespect of
cash-generating units are allocated to reducedhying amount of the assets in the unit (groupirdfs) on a pro
rata basis.

Impairment losses recognised in prior periods asessed at each reporting date for any indicati@mtghe loss has
decreased or no longer exists. An impairment leseversed if there has been a change in the estiniged to
determine the recoverable amount. An impairmers isseversed only to the extent that the assatlying amount
does not exceed the carrying amount that would teen determined, net of depreciation or amortisatif no
impairment loss had been recognised.

(9) Provisions

A provision is recognized if, as a result of a pastnt, the Group has a present legal or constriotbligation that
can be estimated reliably, and it is probable dratoutflow of economic benefits will be required gettle the
obligation. Provisions are determined by discouptime expected future cash flows at a pre-tax ttze reflects
current market assessments of the time value oegnand the risks specific to the liability. The unging of the
discount is recognised as finance cost.
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(h) Revenue

Revenue from electricity transmission is recogniiethe consolidated statement of comprehensivenecwhen
the customer acceptance of the volume of eleatriciinsmitted is received. The tariffs for energgnsmission are
approved by the Federal Tariff Agency and Regidrargy Commission of each region of the Group’sajjens.

Revenue from connection services represents aefandable fee for connecting the customer to thetatity grid
network. The tariffs for connection services ar@raped by the Federal Tariff Agency and Regionakrgy
Commission of each region of the Group’s operatiofise terms, conditions and amounts of these fees a
negotiated separately and are independent from deesrated by electricity transmission servicesvelRae is
recognized when electricity is activated and thstamer is connected to the grid network or, fortamis where
connection services are performed in stages, revisnecognized in proportion to the stage of catiph when an
act of acceptance is signed by the customer.

Revenue from installation, repair and maintenameeices and other sales is recognized when théfisem risks
and rewards of ownership of the goods have passta tbuyer or when the services are provided.

0] Finance income and costs

Finance income comprises interest income on casiméx@s and bank deposits, dividend income and @saimgthe
fair value of financial assets at fair value thrbuymofit and loss. Interest income is recognisei ascrues in profit
or loss, using the effective interest method. Dévid income is recognised in profit or loss on thgedhat the
Group'’s right to receive payment is established.

Finance costs comprise interest expense on borgswamployee benefits, finance leases, changdeifair value
of financial assets at fair value through profitldoss. All borrowing costs are recognised in grofiloss using the
effective interest method, except for borrowingtsaglated to qualifying assets which are recoghaepart of the
cost of such assets.

0] Income tax expense

Income tax expense comprises current and defeswedricome tax expense is recognized in profibsslexcept to
the extent that it relates to a business combinatio items recognised directly in equity or in@tltomprehensive
income.

Current tax is the expected tax payable on thebtaxacome for the year, using tax rates enactesubstantively
enacted at the reporting date, and any adjustrogaktpayable in respect of previous years.

Deferred tax is recognized in respect of tempodifferences between the carrying amounts of assetdiabilities
for financial reporting purposes and the amoun&duUsr taxation purposes. Deferred tax is not ragegl for the
following temporary differences: the initial recdtijpn of assets or liabilities in a transactiontti®not a business
combination and that affects neither accounting t@xable profit, and differences relating to invesnts in
subsidiaries to the extent that it is probable thaly will not reverse in the foreseeable futurefddred tax is
measured at the tax rates that are expected tphiedto the temporary differences when they reeebased on the
laws that have been enacted or substantively ethdwgtehe reporting date. Deferred tax assets atillities are
offset if there is a legally enforceable right fifset current tax assets and liabilities, and tredgte to income taxes
levied by the same tax authority on the same taxabtity, or on different tax entities, but theyeimd to settle
current tax liabilities and assets on a net basikair tax assets and liabilities will be realis#chultaneously.

A deferred tax asset is recognized for unused dagels, tax credits and deductible temporary diffas, to the
extent that it is probable that future taxable psoWwill be available against which temporary diffece can be
utilized. Deferred tax assets are reviewed at eapbrting date and are reduced to the extent thatrio longer
probable that the related tax benefit will be rzedi.

(k) Employee benefits

0] Defined contribution plans

A defined contribution plan is a post-employmemésgé plan under which an entity pays fixed conitibns into a
separate entity and will have no legal or constveabbligation to pay further amounts. Obligatidos contributions
to defined contribution pension plans, includingsBia’s State pension fund, are recognised as alogespbenefit
expense in profit or loss in the periods duringahhservices are rendered by employees. Prepaiditnatigns are
recognised as an asset to the extent that a clastdrer a reduction in future payments is available
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(ii) Defined benefits plan

A defined benefit plan is a post-employment bengfin other than a defined contribution plan. Theup’s net
obligation in respect of defined benefit pensioanglis calculated separately for each plan by afitignthe amount
of future benefit that employees have earned irnefor their service in the current and prior pds; that benefit is
discounted to determine its present value, andwmgcognised past service costs and the fair vaillany plan
assets are deducted. The discount rate is the afi¢tee reporting date on government bonds thas haaturity dates
approximating the terms of the Group’s obligati@ml that are denominated in the same currency iohwihe
benefits are expected to be paid. The calculaBguerformed by using the projected unit credit méthVhen the
calculation results in a benefit to the Group, rtbeognised asset is limited to the net total of anyecognised past
service costs and the present value of any fuefinds from the plan or reductions in future cdmittions to the
plan.

When the benefits of a plan are improved, the portif the increased benefit relating to past serbig employees
is recognised in profit or loss on a straight-lb@sis over the average period until the benefitoe vested. To the
extent that the benefits vest immediately, the aspes recognised immediately in profit or loss.

The Group recognises all actuarial gains and loagssg from defined benefit plans in profit os$oin the period
in which they arise.

(iii) Other long-term employee benefits

The Group’s net obligation in respect of long-teemployee benefits other than pension plans is theuat of
future benefit that employees have earned in refturtheir service in the current and prior periothat benefit is
discounted to determine its present value, andaih@alue of any related assets is deducted.

The discount rate is the yield at the reportingedat government bonds that have maturity datesoajpating the
terms of the Group’s obligations as at reportingedand that are denominated in the same currengyhich the
benefits are expected to be paid.

The Group calculates obligation in respect of othrg-term employee benefits using the projecteitiunathod.
Interest cost as a result of discount releasecizsgriized as finance costs in profit or loss.

Actuarial gain and losses and past benefit costs ahe measured because of introduction of newhanges in
existing social programs, are recognized in fulbant in profit or loss in the period in which thegcur.

(iv) Short-term benefits

Short-term employee benefit obligations are meakarean undiscounted basis and are expensed i rédss as
the employees perform their duties.

A liability is recognized for the amount expectecbe paid under short-term cash bonus or profitispalans if the
Group has a present legal or constructive obligatiopay this amount as a result of past servicgiged by the
employee and if the obligation can be estimatadbbl.

0] Share capital

Ordinary shares are classified as equity. Increatersts directly attributable to the issue of nady shares and
share options are recognised as a deduction fraityeget of any tax effects.

(m) Earnings per share

The Group presents basic earnings per share (ER&Yat its ordinary shares. Basic EPS is calcdlatedividing
the profit or loss attributable to ordinary shareleos of the Group by the weighted average numbardinary
shares outstanding during the period.

(n) Segment reporting

An operating segment is a component of the Groap ¢mgages in business activities from which it reayn
revenues and incur expenses, including revenueegpenses that relate to transactions with anhefGroup’s
other components. All operating segments’ operat@sylts are reviewed regularly by the board ofegtgpto make
decisions about resources to be allocated to thmeet and assess its performance, and for whichedésfinancial
information is available (see note 2 (e) (i)).
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(0) New Standards and Interpretations not yet adopted

A number of new Standards, amendments to Standadisnterpretations are not yet effective as ab8tember
2009, and have not been applied in preparing Finhrgtatements. Of these pronouncements, potgntibé
following will have an impact on the Group’s opévas. The Group plans to adopt these pronouncenvemes
they become effective.

* Revised IAS 24Related Party Disclosures (2009htroduces an exemption from the basic disclosure
requirements in relation to related party disclesuand outstanding balances, including commitmeots,
government-related entities. Additionally, the stamd has been revised to simplify some of the mtasien
guidance that was previously non-reciprocal. Thasesl standard is to be applied retrospectivelyaionual
periods beginning on or after 1 January 2011. Theu@® has not yet determined the potential effecthef
amendment.

* Revised IFRS 3Business Combination&008) and amended IAS 27 (2008pnsolidated and Separate
Financial Statementgame into effect on 1 July 2009 (i.e. they becamendatory for the Group’s 2010
consolidated financial statements). The revisiaidrass, among other things, accounting for stepisitipns,
require acquisition-related costs to be recogniasdexpenses and remove the exception for changes in
contingent consideration to be accounted by adjggipodwill. The revisions also address how nortrodimg
interests in subsidiaries should be measured upquisition and require the effects of transactiofith non-
controlling interests to be recognised directhequity. The Group has not yet determined the piatleaffect of
the amendment.

* |FRS 9Financial Instrumentwill be effective for annual periods beginning onafter 1 January 2013. The
new standard is to be issued in several phasedsaimdended to replace International Financial R&pg
Standard IAS 39 Financial Instruments: Recognitiod Measurement once the project is completed dial
of 2010. The first phase of IFRS 9 was issued imd¥aber 2009 and relates to the recognition and uneaent
of financial assets. The Group recognises than#ve standard introduces many changes to the aéonguor
financial instruments and is likely to have a siigaint impact on Group’s consolidated financiatetaents. The
impact of these changes will be analysed duringcthegse of the project as further phases of thedsta are
issued.

VariousImprovements to IFR3$&ve been dealt with on a standard-by-standard.baiamendments, which result
in accounting changes for presentation, recogniiomeasurement purposes, will come into effecteantier than 1
January 2010. The Group has not yet ardlthe likely impact of the improvements on its fical position or
performance.

4 DETERMINATION OF FAIR VALUES

A number of the Group’s accounting policies andcldisures require the determination of fair valusy, hoth
financial and non-financial assets and liabiliti€sair values have been determined for measuremmohtfer
disclosure purposes based on the following methddsen applicable, further information about theuaggtions
made in determining fair values is disclosed inrtbtes specific to that asset or liability.

(@) Investments in equity

The fair value of financial assets at fair valueotlgh profit or loss and available-for-sale finahcassets is
determined by reference to their quoted bid pridh@reporting date.

(b) Trade and other receivables

The fair value of trade and other receivables isreged as the present value of future cash flaliggounted at the
market rate of interest at the reporting date. Tdirsvalue is determined for disclosure purposes.

(c) Non-derivative financial liabilities

Fair value, which is determined for disclosure psgs, is calculated based on the present valugwkfprincipal
and interest cash flows, discounted at the maket af interest at the reporting date. For finaleeses the market
rate of interest is determined by reference tolamhéase agreements.
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5 DISPOSALS OF SUBSIDIARIES

In 2008 the Company disposed of its investment ISO “Haulage contractor Lipetskenergo”. The subsidi
contributed RUR 11,679 thousand to the net profit the year, including the gain on disposal of
RUR 12,733 thousand.

The disposal of the subsidiary had the followinfgetf on the Group’s assets and liabilities at thie @f disposal:

Carrying amount
at date of disposal

Non-current assets

Property, plant and equipment 35,792
Deferred tax assets 113
Total non-current assets 35,905
Current assets

Inventories 1,408
Income tax receivable 297
Trade and other receivables 8,671
Cash and cash equivalents 1,254
Other current assets 243
Total current assets 11,873
Total assets 47,778
Non-current liabilities

Deferred tax liabilities 254
Total non-current liabilities 254
Current liabilities

Trade and other payables 3,647
Total current liabilities 3,647
Total liabilities 3,901
Net assets and liabilities 43,877
Consideration received, satisfied in cash 56,610
Cash disposed of 1,254
Net cash inflow 55,356
6 OPERATING SEGMENTS

The Group has eleven reportable segments repregdirainches of the Company, as described belovehadre the
Group’s strategic business units. The strategidnleas units offer similar services representingignaission of
electric power and connection services, and areageth separately. For each of the strategic busimgits, the
Board of experts, the Group’s operating decisiokingabody, reviews internal management reports toleast a
quarterly basis.

“Others” include operations of subsidiaries andlikad office branch. None of them meets any ofjthentitative
thresholds for determining reportable segment9d02r 2008.

Information regarding the results of each repoga@gment is included below. Performance is medsimsed on
segment profit before income tax, as included @ittiernal management reports that are reviewetthdBoard of
experts. Segment profit is used to measure perfcenas management believes that such informatitmeisnost
relevant in evaluating the results of certain sagseelative to other entities that operate withiese industries.

Segment reports are based on the information regant statutory accounts, which differ significgnftom the
consolidated financial statements prepared undeBIReconciliation of items measured as reportedgdoard of
experts with similar in these Financial statemémtfudes those reclassifications and adjustmeratisaie necessary
for financial statements to be presented in acecarelavith IFRS.
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0] Information about reportable segments

As at and for the year ended 31 December 2009:

Belgorod- Bryansk- Voronezh- Kostroma- Lipetsk- Smolensk- Tambov-
energo energo energo energo Kurskenergo energo Orelenergo energo energo Tverenergc Yarenergo  Others Total

Revenue from
electricity transmission 7,536,615 3,496,307 5,960,673 2,668,654 3,647,160 5,063,352 2,284,146 3,457,572 2,731,409 5,363,316 4,660,730 11,897 46,881,831
Revenue from
connection services 231,497 83,678 360,556 88,696 115,000 97,836 21,473 55,247 30,684 246,231 315,796 59 1,646,753
Other revenue 220,876 22,027 7,744 10,609 29,701 28,089 6,861 160,997 12,828 14,296 22,620 32,730 569,378
Total external
revenues 7,988,988 3,602,012 6,328,973 2,767,959 3,791,861 5,189,277 2,312,480 3,673,816 2,774,921 5,623,843 4,999,146 44,686 49,097,962
Results from
operating activities 1,151,886 117,663 572,039 73,995 163,538 245,856 22,098 87,441 (108,913) 630,134 555,510 111576 3,622,823
Finance income 44 1 - 307 2 - - 4 - - 13 2,750 3,121
Finance costs (138,848) (43,462) (72,607) (105,880) (69,819) (99,571)  (144,585) (155,437) (108,808)  (204,988) (84,386) (4) (1,228,395)
Reportable segment
profit/(loss) before
income tax 1,013,082 74,202 499,432 (31,578) 93,721 146,285  (122,487) (67,992) (217,721) 425,146 471,137 114,322 2,397,549
Depreciation and
amortization 1,057,735 181,557 318,777 201,409 430,976 505,000 139,457 371,296 188,391 310,741 290,689 11,460 4,007,488
Reportable segment
assets 12,997,598 3,387,491 6,083,090 3,159,800 5,580,320 8,826,623 2,495,025 4,110,094 2,951,214 5,606,942 4,914,660 996,937 61,109,794
Property, plant and
equipment 12,130,101 2,437,699 5,224,500 2,620,583 4,260,733 7,381,976 1,876,184 3,173,060 2,573,951 3,671,534 3,740,003 31,140 49,121,464
Reportable segment
liabilities 1,842,165 771,365 1,035,939 719,902 552,921 532,104 867,262 921,706 383,835 1,308,372 1,532,339 9,382,688 19,850,598
Capital expenditure 2,466,632 323,769 603,017 229,695 490,877 654,901 266,388 304,472 169,936 536,083 473,074 11,717 6,530,561
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As at and for the year ended 31 December 2008:

Belgorod-

energo Bryanskenergo Voronezhenergc Kostromaenergo Kurskenergo Lipetskenergo Orelenergo SmolenskenergoTambovenergo Tverenergc Yarenergo  Others Total
Revenue from
electricity transmission 6,520,443 3,015,936 5,213,215 2,304,066 2,922,767 4,484,520 2,108,348 2,952,636 2,512,683 4,423,068 3,693,118 - 40,150,800
Revenue from
connection services 1,215,862 143,482 337,029 60,636 176,690 132,708 54,089 204,109 16,868 114,628 345,990 - 2,802,091
Other revenue 249,995 4,168 4,880 4,513 10,382 9,919 16,072 88,635 16,950 10,834 9,736 220,139 646,223
Total external
revenues 7,986,300 3,163,586 5,555,124 2,369,215 3,109,839 4,627,147 2,178,509 3,245,380 2,546,501 4,548,530 4 048,844 220,139 43,599,114
Results from
operating activities 1,679,145 28,645 220,155 180,885 256,214 373,759 (112,575) 221,999 (186,812) 10,563 276,767 158,463 3,107,208
Finance income 563 - 103 434 11 10 13 6,054 14 1 92 3,627 10,922
Finance costs (92,938) (25,647) (66,492) (74,198) (51,672) (34,577)  (89,304) (46,205) (54,867) (96,581) (71,379) (12,227) (705,087)
Reportable segment
profit/(loss) before
income tax 1,586,770 2,998 153,766 107,121 204,553 339,192 (201,866) 181,848 (241,665) (86,017) 205,480 160,863 2,413,043
Depreciation and
amortization 903,134 191,341 260,659 180,430 383,358 449,785 142,612 307,428 182,795 267,101 256,300 1,360 3,526,303
Reportable segment
assets 11,753,638 3,245,388 5,844,167 3,217,931 5,275,177 8,764,724 2,471,976 3,967,802 2,960,121 5,507,434 4,832,310 276,927 58,117,595
Property, plant and
equipment 10,723,398 2,376,865 4,759,166 2,347,611 4,335,023 6,830,787 1,571,143 2,912,005 2,509,590 3,329,745 3,507,412 34,143 45,236,888
Reportable segment
liabilities 1,957,781 650,706 1,571,209 665,335 607,878 1,087,151 1,115,484 757,646 584,617 1,979,019 1,884,790 5,583,232 18,444,848
Capital expenditure 2,352,568 397,185 890,736 435,992 562,181 1,098,535 381,148 624,455 276,280 648,837 526,085 10,098 8,204,100
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(i) Major customer

In 2009 revenue from one customer of the Grouptremt (Belgorodenergo) represented approximatetyp 13

(RUR 6,450,482 thousand) of the Group’s total reserin 2008 no customer represented more than 1f0#teo

Group’s total revenue.

(iii) Reconciliations of reportable segment revenues,fitror loss and assets and liabilities

Reconciliation of key segment items measured asrtep to the board of experts with similar itemstlirese

Financial statements is presented in the tablesibel

Revenues

Total revenue for reportable segments
Elimination of inter-segment revenue
Reclassification

Consolidated revenue

Profit before income tax

Total profit before income tax for reportable segtse
Adjustments for depreciation of property, plant aggipment
Recognition of financial assets related to empldyaefit fund
Unused vacation and annual bonus provision

Recognition of employee benefit obligations

Adjustment for finance lease

Adjustment for allowance for impairment of accotexteivables
Provision for inventory obsolescence

Other adjustments

Consolidated profit before income tax

Assets

Total assets for reportable segments

Elimination of inter-segment assets

Adjustments for property, plant and equipment

Recognition of financial assets related to empldyasefit fund
Adjustment for allowance for impairment of accotexteivables
Provision for inventory obsolescence

Adjustment for deferred tax

Other adjustments

Consolidated total assets

Year ended
31 December 2009

Year ended
31 December 2008

49,097,962 43,599,114
(12,271) (170,483)
228,018 298,008

49,313,709 43,726,639

Year ended Year ended

31 December 2009

31 December 2008

2,397,549 2,413,043
(179,378 38,653
179,97¢ -
(13,265) 76,460
(301,741) 475,897
718,190 686,130
57,30: 687,632
(130,860) (37,306)
17,717 35,945
2,745,485 4,376,48

31 December 2009

31 December 2008

61,109,794 58,117,595
(42,268) (22,444)
(8,634,258) (8,334,523)
625,065 -
(307,134) (364,438)
(275,607) (144,747)
(136,000) (129,994)
(13,300) 42535
52,326,292 49,163,984
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Liabilities

Total liabilities for reportable segments
Elimination of inter-segment liabilities
Adjustment for finance lease

Unused vacation and annual bonus provision
Recognition of employee benefit obligations
Adjustment for deferred tax

Other adjustments

Consolidated total liabilities

7 REVENUE

Electricity transmission
Connection services
Rent

Repairs and maintenance
Other

31 December 2009

31 December 2008

19,850,598 18,444,848
(25,973) (7,089)
2,209,395 3,126,286
190,919 184,440
1,447,817 1,146,076
138,993 225,661
(38,637) (44,128)
23,773,112 23,076,094
Year ended Year ended

31 December 2009 31 December 2008
46,777,977 40,150,828
1,646,75: 2,801,648

293,767 275,092

159,753 230,215
435,458 268,856
49,313,70¢ 43,726,639

Revenue from connection services represents aefandable fee for connecting the customer to thetatity grid

network.

8 OPERATING EXPENSES

Electricity transmission

Purchased electricity

Personnel costs (Note 9)

Depreciation and amortization

Raw materials and supplies

Accounting outsourcing services

Electricity metering services

Allowance for impairment of accounts receivable
Repairs, maintenance and installation services
Electricity for own needs

Rent

Transportation costs

Consulting, legal and audit services

Insurance

Taxes other than income tax

Security

Provision for inventory obsolescence
Telecommunication services

Agent's fees on purchases

Year ended Year ended

31 December 2009 31 December 2008
12,853,883 10,980,122
9,767,839 7,528,255
8,687,723 6,984,251
4,631,208 3,743,246
1,471,110 1,508,331
1,300,180 927,218
864,177 1,846,966
768,261 290,786
567,494 573,808
420,871 354,550
413,622 260,521
405,700 236,416
353,618 396,305
239,072 245,050

214,519 2204
194,027 163,822
130,860 37,306
120,008 339,892
16,353 63,739
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Membership fee
Bad debt written-off
Other

9 PERSONNEL COSTS

Salaries and wages

Contribution to the state pension fund
Recognized actuarial loss/(gain)

Unified Social Tax

Finance aid to employees and pensioners
Current service cost

Unused vacation provision

Annual bonus provision

Past service cost

Other personnel costs

14,227 107,124
5,478 160,423
1,825,789 1,840,985
45,266,019 38,841,920
Year ended Year ended
31 December 2009 31 December 2008
6,381,304 5,ZB8
1,066,215 997,059
495,127 (765,030)
389,051 320,578
236,072 3854
61,902 66,659
56,508 18,982
(43,243) 43,243
(188,703) 191661
233,490 475,302
8,687,723 6,984,2b

The average number of employees (including prodactind non production staff) was 25,412 in 2009080

24,199 employees).

10 FINANCE INCOME AND COSTS

Finance income

Net change in fair value of financial investmertt§a& value through profit

and loss
Interest income

Finance costs

Interest expense
Interest on finance lease liabilities

Net change in fair value of financial investmerttga& value through profit

and loss

Interest expense on employee benefits obligation

Year ended

31 December 2009

Year ended

31 December 2008

95,925 -
2,823 10,903
98,748 10,903
1,228,395 705,087
743,828 487,820
- 226,433
151,055 150,807
2,123,278 1,570,147
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11 INCOME TAX EXPENSE

The Group’s applicable tax rate is the income t&te 0f 20% (2008: 24%). With effect from 1 Janua®@9, the

income tax rate has been reduced to 20%.

Year ended Year ended

31 December 2009 31 December 2008

Current tax expense

Current year (773,309) (1,176,644)
Adjustment for prior years 58,830 -
(714,479) (1,176,644)
Deferred tax expense
Origination and reversal of temporary differences 75,001 (326,019)
Change in tax rate - (88,071)
75,001 (414,090)
(639,478) (1,590,734)
Reconciliation of effective tax rate:
Year ended Year ended
31 December 2009 % 31 December 2008 %
Profit before income tax 2,745,485 100 4,376,454 100
Income tax expense at applicable tax rate (549,097) (20) (1,050,349) (24)
Change in tax rate - - (88,071) )
Adjustment for prior years 58,830 2 - -
Non-deductible items (149,211) (5) (452,314) (10)
Allowance for impairment of accounts receivable - - (145,931) 3)
Welfare, social and discretionary payments to
employees (109,014) 4 (119,353) (3)
Charitable contributions - - (18,997) ()]
Other (40,197) Q) (168,033) 4
(639,478) (23) (1,590,734) (36)
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12 PROPERTY, PLANT AND EQUIPMENT
Equipment for

Land and Transmission electricity Construction

buildings networks transformation Other in progress Total
Deemed cost
At 1 January 2008 5,666,879 18,998,517 5,898,723 2,879,000 2,483,666 35,926,785
Additions 198,811 364,121 1,463,978 660,322 9,261,797 11,949,029
Transfers 2,061,126 2,672,200 1,744,269 1,082,974 (7,560,569) -
Disposals (21,590) (61,229) (17,048) (212,636) (37,929) (350,432)
Balance as at
31 December 2008 7,905,226 21,973,609 9,089,922 4,409,660 4,146,965 47,525,382
At 1 January 2009 7,905,226 21,973,609 9,089,922 4,409,660 4,146,965 47,525,382
Additions 72,745 202,302 242,507 29,487 6,107,348 6,654,389
Transfers 2,021,709 1,919,576 2,496,963 1,044,981 (7,483,22¢ -
Disposals (29,433) (61,563) (39,683) (149,185) (44,336) (324,20cC
Balance as at
31 December 2009 9,970,247 24,033,924 11,789,709 5,334,943 2,726,748 53,855,571
Accumulated
depreciation
At 1 January 2008 (268,515)  (1,590,045) (450,470) (371,603) - (2,680,633)
Depreciation for the year (439,658) (1,827,766) (774,805) (562,486) - (3,604,715)
Disposals 2,774 14,651 6,356 80,819 - 104,600
At 31 December 2008 (705,399)  (3,403,160) (1,218,919) (853,270) - (6,180,748)
At 1 January 2009 (705,399) (3,403,160) (1,218,919) (853,270) - (6,180,748)
Depreciation for the year (574,860) (2,131,305) (976,890) (679,553) - (4,362,60¢
Disposals 4,068 23,814 14,901 40,107 - 82,890
At 31 December 2009 (1,276,191) (5,510,651) (2,180,908) (1,492,716) - (10,460,466)
Net book value
At 1 January 2008 5,398,364 17,408,472 5,448,253 2,507,397 2,483,666 33,246,152
At 31 December 2008 7,199,827 18,570,449 7,871,003 3,556,390 4,146,965 41,344,634
At 31 December 2009 8,694,056 18,523,273 9,608,801 3,842,227 2,726,748 43,395,105

As at 31 December 2009 construction in progresiides advance payments for property, plant andpaegemt of

RUR 54,898 thousand (as at 31 December 2008: RI32@8 thousand).

The amount of capitalized interest in 2009 was RI8R,103 thousand (in 2008: RUR 161,028 thousand).

Leased property, plant and equipment

The Group leases production equipment and trarespmntvehicles under a number of finance leaseemgeats.

Title to the leased assets transfers to the Grotheand of each lease.
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As at 31 December 2009 and 31 December 2008 théauk value of leased property, plant and equipment
accounted for as part of the Group’s property, todand equipment, was as follows:

Equipment for

Land and Transmission electricity
Buildings networks transformation Other Total
Cost 124,734 371,522 2,651,239 1,202,598 4,350,093
Accumulated depreciation (8,534) (24,097) (1928)3 (176,158) (332,187)
Net book value at 31 December 2008 116,200 347,425 2,527,841 1,026,440 4,017,906
Cost 111,551 363,915 2,821,671 638,248 3,935,385
Accumulated depreciation (14,607) (37,953) (299,960) (149,519) (502,039)
Net book value at 31 December 2009 96,944 325,962 2,521,711 488,729 3,433,346
13 INTANGIBLE ASSETS
Other intangible
Software Licenses assets Total
Cost
At 1 January 2008 392,870 47,936 89,736 530,542
Reclassification (222,547) 95,713 126,834 -
Additions 185,968 60,775 359,857 606,600
Disposals (22,649) (6,336) (17,958) (46,943)
At 31 December 2008 333,642 198,088 558,469 1,090,199
At 1 January 2009 333,642 198,088 558,469 11030
Reclassification (56,622) (4,716) 61,338 -
Additions 182,714 2,277 464,044 649,035
Disposals (35,097) (37,616) (8,307) (81,020)
At 31 December 2009 424,637 158,033 1,075,544 1,658,214
Accumulated amortization
At 1 January 2008 (64,907) (9,050) (23,493) ,490)
Reclassification 11,789 (14,358) 2,569 -
Amortization for the year (6,858) (69,448) (6252 (138,531)
Disposals 22,343 6,333 17,855 46,531
At 31 December 2008 (37,633) (86,523) (65,294) (189,450)
At 1 January 2009 (37,633) (86,523) (65,294) 89(450)
Reclassification 5,379 392 (5,771) -
Amortization for the year (100,498) (54,014) (114,088) (268,600)
Disposals 35,097 19,117 8,307 62,521
At 31 December 2009 (97,655) (121,028) (176,846) (395,529)
Net book value
At 1 January 2008 327,963 38,886 66,243 433,092
At 31 December 2008 296,009 111,565 493,175 900,749
At 31 December 2009 326,982 37,005 898,698 1,262,685
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14 DEFERRED TAX ASSETS AND LIABILITIES

(a) Recognized deferred tax assets and liabilities

Deferred tax assets and liabilities are attribidblthe following items:

Assets Liabilities Net
2009 2008 2009 2008 2009 2008
Property, plant and equipment 23,186 28,321 (2,751,091) (2,695,924) (2,727,905)(2,667,603)
Other non-current assets 1,158 1,236 - - 1,158 1,236
Inventories 55,171 31,770 - - 55,171 31,770
Trade and other receivables 270,852 79,393 - - 270,852 79,393
Other current assets 66 79 - - 66 79
Finance lease liabilities 441,879 625,257 - - 441,879 625,257
Post employment benefit
liability 155,172 19,057 - - 155,172 19,057
Employee payables 39,541 36,888 - - 39,541 36,888
Other 776 - (125,013) (362) (124,237) (362)
Deferred tax assets/(liabilities) 987,801 822,001 (2,876,104) (2,696,286) ,888,303) (1,874,285)
(b) Movements in temporary differences during the year
Recognised in  Recognised directl

1 January 2009 profit or loss in equity 31 December 2009
Property, plant and equipment (2,667,603) (60,302) - (2,727,905)
Other non-current assets 1,236 (78) - 1,158
Inventories 31,770 23,401 - 55,171
Trade and other receivables 79,393 191,459 - 270,852
Other current assets 79 (13) - 66
Finance lease liabilities 625,257 (183,378) - 441,879
Post employment benefit liability 19,057 136,115 - 155,172
Employee payables 36,888 2,653 - 39,541
Other (362) (34,856) (89,019) (124,237)

(1,874,285) 75,001 (89,019) (1,888,303)
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Recognised in

1 January 2008 profit or loss 31 December 2008

Property, plant and equipment (2,349,920) (317,683) (2,667,603)
Other non-current assets 7,328 (6,092) 1,236
Inventories 29,220 2,550 31,770
Trade and other receivables 259,750 (180,357) 79,393
Other current assets 12,109 (12,030) 79
Finance lease liabilities 409,694 215,563 625,257
Post employment benefit liability 63,516 (44,459) 19,057
Employee payables 135,879 (98,991) 36,888
Other (27,771) 27,409 (362)

(1,460,195) (414,090) (1,874,285)
15 INVESTMENTS AND FINANCIAL ASSETS

31 December 2009 31 December 2008

Financial assets related to employee benefit fund 625,065 -

Investments designates at fair value through pawiit loss 128,191 32,266

Available-for-sale financial assets 2,005 2,005
755,261 34,271

All investments and financial assets are statefhiatvalue and belong to Level 1 and Level 2 in thg value
hierarchy.

Financial assets related to employee benefit fund

Financial assets related to the employee benefid felate to the Group contributions accumulatethesolidary
and employees’ individual pension accounts withNloa-State Pension Fund of Electric Power Indugrngployee
benefit fund). Subject to certain restrictions citmitions to the employee benefit fund can be wilnh at the
discretion of the Group.

The Group’s exposure related to credit risks angainment losses related to other investments arahéial assets
is disclosed in Note 28.

16 OTHER NON-CURRENT ASSETS

31 December 2009 31 December 2008
Other accounts receivable 61,858 66,641
Less: Other accounts receivable impairment allowanc (3,854) (1,947)
Other assets 47,036 59,811
Trade accounts receivable 1,055 2,977
Less: Trade accounts receivable impairment alloeanc - (2,977)

106,095 124,505
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17 CASH AND CASH EQUIVALENTS

Cash and cash equivalents mainly represent casdnik accounts amounted to RUI88,171thousand denominated
in rubles (31 December 2008: RUR 74,672 thousand).

18 TRADE AND OTHER RECEIVABLES

31 December 2009 31 December 2008
Trade receivables 5,339,951 4,558,151
Trade receivables impairment allowance (1,387,140) (745,928)
Advances issued 378,600 677,797
Advances issued impairment allowance (62,295) (61,498)
VAT recoverable 327,055 464,870
Taxes receivable 14,812 45,401
Other receivables 470,721 278,657
Other receivables impairment allowance (46,237) (23,724)

5,035,467 5,193,726

For more detailed information concerning the GreugXposure to credit risks and impairment losslasee to trade
and other receivables refer to Note 28.

19 INVENTORIES

31 December 2009 31 December 2008
Materials and supplies 1,505,427 1,504,963
Inventory for resale 2,310 2,851
Total inventories 1,507,737 1,507,814
Less: provision for inventory obsolescence (803) (144,747)
Total 1,232,130 1,363,067

At 31 December 2009 inventories with a carrying antaf RUR 964,108 thousand were pledged as cadliater
bank loans (31 December 2008: RUR 611,123 thousémeder to Note 22).

20 EQUITY
(a) Share capital
Ordinary shares
31 December 2009 31 December 2008
Issued shares, fully paid 42,217,941,468 42,217,941,468
Par value (in RUR) 0.10 0.10

29



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

Prior to the reorganization that occurred on 31 df1&2008, the Company’s share capital consistedd6f0D0,000
ordinary shares of 0.10 RUR par value. The shap@tateof 42,217,941,468 shares of the Company waséd
through the issuance of shares of the Company andecsion of these newly issued shares into theeshaf the
merged entities (refer to Note 1).

(b) Dividends

In accordance with Russian legislation the Compangistributable reserves are limited to the balan€e
accumulated retained earnings as recorded in timep@oy’s statutory financial statements preparedcitordance
with Russian Accounting Principles. The Company heatdined earnings, including profit for the cutrgear, of
RUR 3,634,541 thousand for the year ended 31 Deeef009 (31 December 2008: RUR 2,164,904 thousand).

At the annual shareholders meeting held on 11 2008 the decision was made not to declare dividéodthe
year 2008.

21 EARNINGS PER SHARE

The calculation of earnings per share was baseth@met profit for the year attributable to ordinahareholders
and the weighted average number of ordinary shaméstanding during the year. The Company has ndivtl
potential ordinary shares. The number of shartakisn as the number of shares issued as part cédhganization.

Number of shares unless otherwise stated Ordinary shares Ordinary shares

31 December 2009 31 December 2008
Authorized shares 42,217,941,468 42,217,941,468
Par value (in RUR) 0.10 0.10
On issue at beginning of year 42,217,941,468 42,217,941,468
On issue at end of year 42,217,941,468 42,217,941,468
Weighted average number of shares 42,217,941,468 42,217,941,468
Profit for the year 2,105,390 2,785,720
Earning per share (in RUR) 0.050 0.066
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22 LOANS AND BORROWINGS

This note provides information about the contractigmms of the Group’s loans and borrowings. Forreno
information about the Group’s exposure to interas risk, refer to Note 28.

Long-term loans and borrowings

Effective

Name of lender interest rate Maturity 31 December 2009 31 December 2008
Finance department of
Belgorodskaya oblast Secured 9.45% 2011 345,738 345,722
0JSC “Bank of Moscow” Unsecured 12-12.50% 2010 109,816 218,061
0JSC “Bank VTB” Unsecured 9.70% 2010 380,606 380,604
0JSC “Gazprombank” Unsecured 11-17% 2012 1,227,098 1,729,456
0OJSC “Ogresbank”’( OJSC
“Nordeabank”) Unsecured 11.10-19.50% 2011 410,000 400,000
0JSC “Rosbank” Unsecured 10.90-18% 2012 1,508,637 1,105,377
0JSC “Sberbank” Secured 13.50-18% 2014 1,488,29 587,514
0JSC “Sberbank” Unsecured 13.50-18% 2014 4,254,684 -
0JSC “Svyazbank” Unsecured 11.45% 2011 228,082 452,643
0JSC “Transcreditbank” Unsecured 11-17.95% 2011 833,294 251,305

10,726,250 5,470,682
Less: current portion
Finance department of
Belgorodskaya oblast Secured 9.45% 2009-2010 5,738 5,722
0JSC “Bank of Moscow”  Unsecured 12-12.50% 2009-2010 109,816 108,245
0JSC “Bank VTB” Unsecured 9.70% 2009-2010 380,606 604
0OJSC “Gazprombank” Unsecured 11-17% 2009-2010 402,099 515,656
0JSC “Ogresbank’( OJSC
“Nordeabank”) Unsecured 11.10-19.50% 2010 - 200,000
0JSC “Rosbank” Unsecured 10.90-18% 2009-2010 1,395,895 417,645
0JSC “Sberbank” Secured 13.50-18% 2009-2010 1,428,295 685
0JSC “Sberbank” Unsecured 13.50-18% 2009-2010 899,420 -
0JSC “Svyazbank” Unsecured 11.45% 2009-2010 224,561 224,556
0JSC “Transcreditbank”  Unsecured 11-17.95% 2009-2010 716,676 18,012

5,563,106 1,491,125

Total long-term
borrowings 5,163,144 3,979,557

All the Group’s borrowings are denominated in RUR &ear a fixed interest rate. The effective irgerate is the
market interest rate applicable to the loan ordtite of its receipt.

The carrying value of borrowings approximates tifegir value.
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Current borrowings and current portion of long-tebarrowings

Effective 31 December 31 December
Name of lender interest rate 2009 2008
Finance department of Belgorodskaya oblast Secured 9.45% 5,738 5,722
0JSC “Bank of Moscow” Unsecured 12-12.50% 109,816 108,245
0JSC “Bank VTB” Unsecured 9.70% 380,606 604
0OJSC “Gazprombank” Unsecured 11-17% 802,099 2,114,101
0JSC “Ogresbank”( OJSC “Nordeabank”) Unsecured 119180% - 1,800,000
CJSC “Raiffeisenbank” Unsecured 23.38% - 712,181
0JSC “Rosbank” Unsecured 10.90-18% 18365, 417,645
0JSC “Sberbank” Secured 13.5-18% 1,48,2 685
0JSC “Sberbank” Unsecured 13.5-18% 899,420 -
0OJSC “Svyazbank” Unsecured 11.45% U 224,556
0JSC “Transcreditbank” Unsecured 11-17.95% 716,676 18,012
5,963,106 5,401,751

As at 31 December 2009 the bank loans are secwed ioventories in the amount of RWR4,108thousand

(31 December 2007: RUR 611,123 thousand) (refélote 19).

23 FINANCE LEASE

The finance lease liabilities are secured by thedd assets.

The Group leases production equipment and traresjgmmt vehicles under a number of finance leaseesgeats.

Finance lease liabilities are payable as follows:

At 31 December 2008

Future minimum

Present value of

lease payments  minimum lease payments Interest
Less than one year 1,692,110 1,047,926 644,184
Between one and five years 2,589,350 1,724,642 4,788
After five years 408,729 353,719 55,010
4,690,189 3,126,287 1,563,902
At 31 December 2009
Minimum lease Present value of
payments minimum lease payments Interest
Less than one year 1,261,347 762,393 498,954
Between one and five years 1,994,176 1,421,554 572,622
After five years 26,099 25,448 651
3,281,622 2,209,395 1,072,227

32



JSC “IDGC of Centre”
Notes to the Consolidated Financial Statements foe year ended 31 December 2009
Thousands of Russian Roubles, unless otherwisel state

24 EMPLOYEE BENEFITS

The tables below provide information about the exppé benefit obligations and actuarial assumpticesl for the
years ended 31 December 2008 and 31 December 2009.

The defined benefits obligations arise from unfuhgdans. Other benefits include jubilee benefitdl &umeral
compensations in the case of death in the empleyawhediate family.

(a) Movements in net liability of the defined benefit dligations

31 December 2009 31 December 2008

Present value of defined benefit obligation 1,815,215 1,756,253
Unrecognized past service cost (367,398) (610,177)
1,447,817 1,146,076
(b) Amounts recognized in profit or loss
Year ended Year ended

31 December 2009 31 December 2008
Current service cost 61,902 66,659
Interest expense 151,055 150,807
Past service cost (188,703) 191,616
Recognized actuarial loss/(gain) 495,127 (765,030)
Net expense/(benefit) 519,381 (355,948)
(c) Movements in the present value of the defined beriebbligations

31 December 2009 31 December 2008

Present value of defined benefit obligation atAuday 1,756,253 2,234,181
Current service cost 61,902 66,659
Interest expense 151,055 150,807
Actuarial losses/(gains) 495,127 (765,030)
Benefits paid (217,638) (119,949)
Past service cost (431,484) 189,585
Present value of defined benefit obligation at E&mber 1,815,215 1,756,253

Actuarial losses arising during the year ended 8&dmnber 2009 resulted from changes in actuariahgssons and
experience adjustments: decrease of staff turnlevet (RUR 267,668 thousand), higher than expeittedtase in
membership since previous year (RUR 282,973 thal)sahat was offset by actuarial gains resultingnfran
increase in average annual salary (RUR 55,514 #m)s

Actuarial gains arising during the year ended 3tdbaber 2008 resulted from changes in actuarialngssons and
experience adjustments: increase of discount RtR(308,009 thousand), increase in expected retintrages
(RUR 300,081 thousand) and a higher than expectziledse in membership since the previous year (RUR
156,940 thousand).
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(d) Actuarial assumptions

Principal actuarial assumptions are as follows:

Discount rate, annual
Future salary increase, per year

Inflation rate, per year

(e) Expense recognised in profit or loss

Operating expenses
Finance costs

25 EMPLOYEE PAYABLES

Salaries and wages payable
Unused vacation provision
Annual bonus provision

2009 2008
8.70% 9.00%
5.50% 7.00%
5.50% 6.60%
Year ended Year ended
31 December 2009 31 December 2008
368,326 (506,755)
151,055 150,807
519,381 (355,948)

31 December 2009

31 December 2008

289,955 296,184
190,919 134,376

- 43,243
480,874 473,803

Provision for annual bonuses includes bonuses #mer cimilar payments accrued (including unifiediabtax)

based on employees’ performance.

26 TRADE AND OTHER PAYABLES

Trade accounts payable
Advances received

Other payables and accrued expenses

27 OTHER TAXES PAYABLE

Value added tax
Employee taxes
Property tax
Other taxes

31 December 2009

31 December 2008

3,887,181 3,851,035
1,634,660 2,182,860

356,108 466,488
5,877,949 6,500,383

31 December 2009

31 December 2008

440,903 255,735
66,242 93,765
42,876 56,102
94,402 107,866

644,423 513,468
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28 FINANCIAL RISK MANAGEMENT

(a) Overview

The Group has exposure to the following risks fitsse of financial instruments:
e credit risk;

* liquidity risk;

e market risk.

The Group does not have any significant exposuiitoency risk on sales, purchases and borrowingsause no
significant sales, purchases, or borrowings arehmated in a currency other than the functionatency of the
Company, which is the Russian Rouble.

This note presents information about the Group’poskre to each of the above risks, the Group’sctigs,
policies and processes for measuring and managkgand the Group’s management of capital.

The Group’s principal objective when managing Gpiisk is to sustain its creditworthiness and awal level of
capital adequacy for doing business as a goingeranén order to ensure returns for shareholdedgshamefits to
other stakeholders and to maintain an optimal abgitucture to reduce the cost of borrowed capital

In order to maintain or adjust the capital struefuthe Company may adjust the amount of divideraid o
shareholders, return capital to shareholders aeisgw shares.
(b) Credit risk

Credit risk is the risk of financial loss to thedBp if a customer or counterparty to a financiatinment fails to
meet its contractual obligations, and arises ppialty from the Group’s receivables from customerd amvestment
securities.

0] Trade and other receivables
The Group’s exposure to credit risk is influenceginty by the individual characteristics of eachtonser.

To manage the credit risk the Group attempts, ¢oetttent possible, to demand prepayments from oest As a
rule, prepayment for connection services is setéontract and depends on the amount of capacityg tonnected.

The customer base for electricity transmission isesvis limited to several distribution companies @ small
number of large manufacturing/extraction entergris?’ayments are tracked weekly and electricitystrassion
customers are advised of any failures to submitliinpayments. For quick collection and completata of
accounts receivable collection a working team veaméd to reduce the Company’s finance losses, daugs@on-
fulfilment or insufficient fulfilment by some coratctors of their contractual obligations.

The Group does not require collateral in respettaafe and other receivables.

The Group establishes an allowance for impairmieat tepresents its estimate of anticipated lossesspect of
trade and other receivables that relate to indalighsignificant exposures.
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(ii) Exposure to credit risk

The carrying amount of financial assets represtgsnaximum credit exposure. The maximum exposuieddit
risk at the reporting date was:

31 December 2009 31 December 2008

Trade and other receivables 4,436,354 4,131,850

Investments and financial assets 755,261 34,271

Cash and cash equivalents 368,171 74,672
5,559,786 4,240,793

Financial guarantees are disclosed in Note 31.

The Group’s two most significant customers, regiatistribution entities, account for RUR 1,482, thbusand of
the trade receivables carrying amount at 31 Dece@@@9 (31 December 2008: RUR 1,545,362 thousand).

The maximum exposure to credit risk for trade reaigies (excluding other receivables) at the repgrtiate by type
of customer was:

Carrying amount Carrying amount

at 31 December 2009 at 31 December 2008

Electricity transmission customers 2,563,694
Connection services customers 1 378,847
Other customers 869,682

3,812,223

Impairment losses

The tables below analyze the Group’s trade and o#fteivables into relevant groups based on theduesperiods:

At 31 December 2009 At 31 December 2008
Gross Allowance Gross Allowance
Not past due 2,526,250 (49,674) 3,053,255 (350,758)
Past due 0-3 months 35,790 (11,511) 159,255 -
Past due 3-12 months 2,397,468 (528,310) 1,287,695 (22,820)
Past due more than 12 months 914,077 (847,736) 406,221 (400,998)
5,873,585 (1,437,231) 4,906,426 (774,576)

The movements in the allowance for impairment speet of trade and other receivables during the wese as
follows:

Year ended Year ended
31 December 2009 31 December 2008
Balance at 1 January 774,576 1,204,634
Increase during the period 1,069,338 417,357
Amounts written-off against receivables (94,146) (729,653)
Decrease due to reversal (312,537) (117,762)
Balance at 31 December 1,437,231 774,576
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(c) Liquidity risk

Liquidity risk is the risk that the Group will nbe able to meet its financial obligations as thalydue. The Group
monitors the risk of cash shortfalls by means afrent liquidity planning. The Group’s approach t@amaging
liquidity is to ensure, as far as possible, thatilt always have sufficient liquidity to meet iligbilities when due,
under both normal and stressed conditions, withmurring unacceptable losses or risking damagbeoGroup’s
reputation. This approach is used to analyze paydeges associated with financial assets, andtalfmrecast cash
flows from operating activities.

To manage the liquidity risk, the Group has negetialong-term and short-term credit lines with aolpof
commercial banks, designated as highly rated bahksg-term and short-term credit facilities wetgained from
each of the highly rated banks.

As at 31 December 2009 the Group’s unused portfdorng-term and short-term credit line facilitiesxaunted to
RUR 5,495,768 thousand (31 December 2008: RUR543@B thousand).

The following are the contractual maturities ofafirtial liabilities, including estimated interestypsents and
excluding the impact of netting agreements:

Carrying Contractual 12 months or Between 1 and! More than5
amount cash flows less years years
Liabilities as at 31 December 2009
Long-term municipal loans 345,738 388,587 27,200 361,387 -
Long-term bank loans including
current portion 10,380,512 13,078,384 5,825,617 7,252,767 -
Short-term bank loans 400,000 404,734 404,734 - -
Finance lease liabilities 2,209,395 3,282,62 1,261,347 1,994,176 26,099
Trade and other payables 4,039,055 4,039,055 4,029,470 - 9,585
17,374,700 21,192,382 11,548,368 9,608,330 835,6
Carrying Contractual 12 months or Between 1l and:@ Morethan5
amount cash flows less years years
Liabilities as at 31 December 2008
Long-term municipal loans 345,722 415,787 27,200 388,587 -
Long-term bank loans including
current portion 5,124,960 6,292,973 2,086,241 , 208,732 -
Short-term bank loans 3,910,626 4,235,816 48236, - -
Finance lease liabilities 3,126,287 4,690,189 692,110 2,589,350 408,729
Trade and other payables 4,067,461 4,067,461 4,067,461 - -
16,575,056 19,702,226 12,108,828 7,184,669 7208,

Financial guarantees are disclosed in Note 31.

(d) Market risk

Market risk is the risk that changes in market ggjcsuch as interest rates will affect the Groupt®me or the
value of its holding of financial instruments. Tobjective of market risk management is to manage amtrol
market risk exposures within acceptable parametérite optimizing the return.

0] Interest rate risk

The Group’s income and operating cash flows argelgrindependent of changes in market interestsrakbe
Group is exposed to interest rate risk only throomrket value fluctuations of loans and borrowinfise interest
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rates on most long- and short-term loans and bangsiare fixed. Changes in interest rates impaaotaily loans
and borrowings by changing either their fair va(fieed rate debt) or their future cash flows (vatearate debt).

Management does not have a formal policy of det@imgihow much of the Group’s exposure should biexex or
variable rates. However, at the time of raising deans or borrowings management uses its judgneedetide
whether it believes that a fixed or variable ratauld be more favourable to the Group over the ebgakperiod until
maturity.

Profile

At the reporting date the interest rate profiléref Group’s interest-bearing financial instrumemés:

Carrying amount Carrying amount
Fixed rate instruments 31 December 2009 31 December 2008
Financial liabilities 13,335,645 12,507,595

Fair value sensitivity analysis for fixed rate inshents

The Group does not account for any fixed rate ftierassets and liabilities at fair value througbfip and loss, and
the Group does not designate derivatives (intena@st swaps) as hedging instruments under a fairevakdge
accounting model. Therefore a change in interdssrat the reporting date would not affect profitoss.

(e) Fair values

Management believes that at the reporting datefdirevalue of the Group’s financial assets and iligds
approximates their carrying amounts.

) Capital management

Management’s policy is to maintain a strong cagide so as to maintain investor, creditor and etardnfidence
and to sustain future development of the busingssiagement monitors the return on capital, which Group
defines as net profit after tax divided by totadigholders’ equity.

Management seeks to maintain a balance betweehigher returns that might be possible with highmrels of
borrowings and the advantages and security affobgetisound capital position.

There were no changes in the Group’s approachpitetananagement during the year.

The Company and its subsidiaries are subject tereatk capital requirements that require that their assets as
determined in accordance with Russian AccountirigciRrles must exceed their charter capital atialés.

29 OPERATING LEASES

The Group leases a nhumber of land plots owned ¢al lgovernments under operating leases. In additi@nGroup
leases non-residential premises and vehicles.

The land plots leased by the Group are the teiggayn which power lines, equipment for electri¢ignsformation
and other assets are located. Lease paymentsvaaeed regularly to reflect market rentals.

Operating lease rentals under non-cancellable dem®epayable as follows:

31 December 2009 31 December 2008

Less than one year 286,303 280,944
Between one year and five years 601,235 246,023
After five years 2,758,529 662,893

3,646,067 1,189,860

The amount of lease expense under operating leasegnized in profit or loss in 2009 was RUR 412, 8busand
(in 2008: RUR 260,521 thousand).
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30 COMMITMENTS

The Group has outstanding commitments under thraxin for the purchase and construction of prgpetant and
equipment for RUR 2,33951 thousand as at 31 December 2009 (net of VAT) (a8latDecember 2008:
RUR 5,143,008 thousand).

31 CONTINGENCIES

€) Insurance

The insurance industry in the Russian Federatidn & developing state and many forms of insurgmoection
common in other parts of the world are not yet galheavailable. The Group has full insurance cager for its
production facilities and third party liability irespect of property, health and environmental danagsing from
operation of dangerous production units. The Grbag no insurance coverage against losses causkdsiness
interruption.

(b) Litigation

The Group is a party to certain legal proceedingsng in the ordinary course of business. Managendees not
believe than these matters will have a materiatesbseffect on the Group’s financial position apérating results.

(c) Taxation contingencies

The taxation system in the Russian Federation letively new and is characterised by frequent ckanm

legislation, official pronouncements and court digis, which are often unclear, contradictory anbject to

varying interpretation by different tax authoriti€Baxes are subject to review and investigatiomrabyumber of
authorities, which have the authority to imposeesevfines, penalties and interest charges. A tax s@mains open
for review by the tax authorities during the theedsequent calendar years; however, under ceitaimtstances a
tax year may remain open longer. Recent eventdrnwitie Russian Federation suggest that the taostigs are

taking a more assertive position in their intergtien and enforcement of tax legislation.

These circumstances may create tax risks in thsi&ug-ederation that are substantially more sigguifi than in
other countries. Management believes that it hagigeed adequately for tax liabilities based onintgrpretations of
applicable Russian tax legislation, official pronoaments and court decisions. However, the inteafioas of the
relevant authorities could differ and the effecttbrse Financial statements, if the authoritiesewsrccessful in
enforcing their interpretations, could be signifita

(d) Environmental matters

The Company and its predecessors have operatéeé ilectric transmission industry in the Russiatefation for
many years. The enforcement of environmental réigmis in the Russian Federation is evolving and the
enforcement posture of Government authorities istingally being reconsidered. Management peridgica
evaluates its obligations under environmental ratipms.

Potential liabilities might arise as a result ofinbes in legislation and regulation or civil litiigan. The impact of
these potential changes cannot be estimated, bid be material. In the current enforcement climatder existing
legislation, management believes that there argigroficant liabilities for environmental damage.
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(e) Guarantees

The Group issued financial guarantees for loansived by a lessor of the Group.

Amount on contract Amount on contract
31 December 2009 31 December 2008

0JSC “Rosbank” 1,267,130 1,050,000

Belgorodskoe OSB©8582 463,051 767,127

CJSC “Gazenergoprombank” 51,371 90,519

Voronezhskiy branch of OJSC “Alpha Bank” - 68,840
1,781,552 1,976,486

32 RELATED PARTY TRANSACTIONS

€) Control relationships

The Company’s parent as at 31 December 2009 an8 2@8 JSC IDGC Holding. The party with the ultimate
control over the Company is the Government of theditin Federation, which held the majority of tbéng rights
of JSC IDGC Holding.

(b) Transactions with management and close family membg

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

0] Management compensation

Total remuneration paid to the members of the BadrBirectors and the Management Board for the yeated
31 December 2009 was RUR 157,929 thousand (200B: 239,860 thousand).

(c) Transactions with other related parties

Entities under common control of the parent for ffemr 2008 are represented by former RAO UES group
companies.

0] Revenue
Transaction Outstanding Transaction Outstanding
value balance value balance
2009 31 December 2009 2008 31 December 2008
Electricity transmission:
Entities under common control of the parent - - 2,034,666 -
Other state controlled entities 2,165,151 4,257 783,789 61,057
Other revenue:
Entities under common control of the parent - - 10,986 3,304
Other state controlled entities 190,397 17,722 2,156,696 271,472
2,355,548 21,979 4,986,137 335,833

Related party revenue for electricity transmiss®hased on the tariffs determined by the goverrinwther related
party transactions are based on normal marketgrice
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(ii) Expenses
Transaction Outstanding Transaction Outstanding
value balance value balance
2009 31 December 2009 2008 31 December 2008
Electricity transmission:
Entities under common control of the parent - - 384,746 -
Other state controlled entities 8,795,964 576,206 7,223,757 211,568
Other expenses:
Entities under common control of the parent 1,269 9,585 4,108 -
Parent company 441,000 26,019 - -
Other state controlled entities 532,683 145,905 2,885,950 264,748
Related party lessors 541 13 7,139 -
9,771,457 757,728 10,505,700 476,316
(iii) Advances received
Outstanding balance Outstanding balance
31 December 2009 31 December 2008
Other state controlled entities 283,831 73,053
283,831 73,053
(iv) Advances issued
Outstanding balance Outstanding balance
31 December 2009 31 December 2008
Other state controlled entities 48,826 67,020

48,826 67,020

All outstanding balances with related parties ared settled in cash within a year from the repgrtiate. None of
the balances are secured.

(v) Loans and borrowings
Outstanding
Amount loaned balance Amount loaned Outstanding balance
2009 31 December 2009 2008 31 December 2008
Loans received:
State controlled entities 5,690,000 7,580,514 5 (33 2,235,849
5,690,000 7,580,514 1,385,009 2,235,849

Loans are received at market interest rates (tefisiote 28).
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