





Geographical Position of the Company

JSCIDGC of the North-West carries out its activity in the territory of
7 constituent entities of the Russian Federation located in the Norcth-West
region: the Republic of Karelia, Komi Republic, Arkhangelsk Region, Vologda

Region, Murmansk Region, Novgorod Region, and Pskov Region.

Area of service Population of service
region, sq. km region, people

JSCIDGC of the

North-West 1585900 6311 150
JSCIDGC of the

North-West’s share of

Russia’s territory 9,2% 4,4%

Length of lines $-35kV and above

Overhead lines, km Cable lines, km

Pcs

MVA

166 642 7 945

1143

17 877

The number of employees is 14,847 people.

Organizational
Structure of the
Company

JSCIDGC of the North-West
carries out its activities in the
status of the operational company
and incorporates 7 branches
geographically dispersed within the
limits of the North-West region:

« JSC Arkhenergo;

«JSC Vologdaenergo;

« JSC Karelenergo;

« JSC Kolenergo;

¢ JSC Komienergo;

« JSC Novgorodenergo;

« JSC Pskovenergo;
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Description of the
Company’s Competitive
Environment

The main types of the services rendered
by JSC IDGC of the North-West

are transmission of electric energy
through distribution electric networks
and technological connection of
energy-receiving devices (electrical
installations) of legal entities and
physical persons to electric networks.

According to the decision of the
Federal Tariff Service of the Russian
Federation (Order No.191-E as of 3
June 2008), JSC IDGC of the North-
West is included in the register of the
natural monopoly's entities carrying
out the activities of electric energy
transmission under No. 47.1.116.

Territorial grid organizations and

other proprietors (owners) of electric
grid facilities, which carry out the
activities on electric energy transmission
and technological connection in the
territory of the North-West Federal
District, can be also attributed to che
Company’s competitive environment.
The share of electric energy transmission
through these networks is increasing but
actually, under the existing conditions,
the competition of other network
organizations with JSC IDGC of the
North-West is not considerable. It is
caused by a developed natural monopoly
structure of the electricity transmission
market and provision of services on
technological connection. On this stage
of development of the electric power
industry, owners of clectric grid facilities
are not able to provide an alternative as
to the volumes and capacities available

now in JSC IDGC of the North-West.

It should be noted that the major

part of electric power delivered to
consumers through distribution
networks of other grid organizations is
also transmitted by these organizations
through the networks of JSC IDGC of
the North-West at high and medium
voltage levels. The volumes of the
transmitted electric power through the
network of JSC IDGC of the North-

West are represented in the table.

Transmission through the network of JSC

B D IDGC of the North-West, in million kWh
2008 2009 2010
Arkhenergo 3 580 3 492 3 602
Vologdaenergo 9 404 7 956 8 748
Karelenergo 7 451 6 796 7 294
Kolenergo 11 661 10 525 10 828
Komienergo 5 466 5 400 5238
Novgorodenergo 3 254 3 170 3 337
Pskovenergo 1 620 1 608 1 674
JSCIDGC of the
North-West 42 437 38 948 40 752

The share of electric energy supplied to the network of territorial grid organizations in
2010 was 29,8 % out of the total volume of transmission through the networks of JSC
IDGC of the North-West. The data divided by branches are represented in the table below.

Share of supply to the grid of territorial
network organizations, %

B D

2008 2009 2010
Arkhenergo 15.2 18.4 22.3
Vologdaenergo 28.4 33.9 26.8
Karelenergo 23.3 25.9 24.8
Kolenergo 19.0 20.8 49.1
Komienergo 6.5 6.5 27.3
Novgorodenergo 35.5 35.6 35.4
Pskovenergo 5.7 5.7 5.2
JSCIDGC of the
North-West 21.1 23.2 29.8

The share increase of supply to

the network of territorial network
organizations of the Republic of Karelia,
the Komi Republic, and the Arkhangelsk
Region is caused by TNO’s development
at the expense of existing consumers’
grids and appearance of new network
organizations in these territories. In

the Republic of Karelia they are JSC
Karelsky okatysh, JSC Prionezhskaya
Grid company, JSC Petrozavodsk
Utility Systems, in the Komi Republic —
territorial network organization TNO
DGC Energotrade, in the Arkhangelsk
Region —JSC The 28th Electric Grid
and JSC Transenergo. Decrease of
supply to the grid of territorial network
organizations of the Vologda and the
Murmansk Regions is connected with
the growth of the own consumers’ share

of JSC IDGC of the North-West.

It is racher difficult to estimate

the market share of JSC IDGC of

the North-West for technological
connection services. A number of grid
organizations rendering services on
technological connection operate in

the regions where the branches of JSC
IDGC of the North-West carry out their
activities. As it was already mentioned

above, the principal competitors are

represented by network organizations

(territorial network organizations

and municipal unitary enterprises).

According to the expert evaluations
of the Company’s management now
the market share of JSC IDGC of
the North-West for technological
connection in the North-West
Federal District is about 80-90%.

Due to the lack of consolidated
information and close cooperation

of JSC IDGC of the North-West

with other grid organizations it is

impossible to calculate the total market

share for technological connection

with larger degree of confidence.

At the same time in actual situation

the competition between existing grid

organizations in the technological

connection services market is

practically absent. It is naturally caused

by monopoly structure of market of

rendering services on technological

connection. At this stage of electric

power industry development the

owners of clectrical grid facilities

are not able to suggest an alternative
of JSC IDGC of the North-West

in terms of volume and capacity.
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Development and
Implementation of

State Policy

One of the main activity areas of
JSCIDGC of the North-West on
development of an attractive and
complete image of a public grid company
consists in relations with governmental
authorities and public relations (federal,
regional and municipal state agencies,
social and political associations, etc.).

An integral element of the Company’s
strategic management is presented by
control of communication processes
within the Company’s information
policy. Developing and realizing
long-term communication strategy
and communication environment
optimization the Company adheres to
the uniform principles of reputation
and information policy of JSC

IDGC Holding, its subsidiaries

and affiliates. For the purpose of its
implementation, promotion of brand
recognition, formation of positive
reputation and open-to-information
company image, information influence
audience extension the Company has
organized interaction with the leading
regional and industry mass media.

In 2010 the Department for Auchorities,
Public Organizations and Mass Media
Relations of JSC IDGC of the North-
West was completely formed and

staffed with specialists. Key directions
of this work become arrangement of
communication with public authorities
and international cooperation.

Essential component of activity line
appears management of work with the
bodies of RF Presidential Authorized
Representative in the North-West
Federal District. Within this process
the policy of utmost involvement

of the embassy into the currentand
strategic issues (including problems) of
functions of the North-West Federal
District distribution grid complex in
the area of responsibility of JSC IDGC
of the North-West. The Deputy RF
Presidential Authorized Representative
in the North-West Federal District,
Evgeny Lukyanov, entered JSC IDGC
of the North-West’s Board of Directors.

JSC IDGC of the North-West
initiated requests from RF Presidential
Authorized Representative Ilya
Klebanov to the constituent entities of
the North-West region about the ways
of implementing government control
over realization of tariff campaign 2010.
The received materials are currently
being analyzed by operating teams of
the Ambassador’s bodies. The measures
on implementing government control
over realization investment programs
of the electrical grid companies

and organizations of constituent
entities of the North-West Federal
District are also being prepared.

Within the framework of the state
policy implementation the Director
of JSC IDGC of the North-West
Alexander Kukhmay took partin the
meeting of the Security Council of the
Russian Federation in St. Petersburg
devoted to the issues of energy saving
and energy cffectiveness. The meeting
was held under the direct leadership of
Secretary of the Security Council of
the Russian Federation N. Patrushev.

Director General of JSC IDGC of the
North-West A. Kukhmay is a constant
participant of the planned events being
carried out by the RF Ambassador of
the North-West region for controlling
preparation and passage of autumn

and winter period. In order to increase
reliability and quality of electric energy
to be supplied, the measures aimed

at consolidation of distribution grid
complex of the North-West Federal
District are being prepared together
with the bodies of the RF Presidential
Authorized Representative in the North-
West Federal District and mainly on the
basis of existing powers and structure

of JSC IDGC of the North-West.

For the purpose of the Company’s
information-image and communication
strategies implementation personal
meetings and consultations with the
leaders of Regions of the North-West
Federal District are held. Among

them and within the framework of
these meetings the work on narrowing
of differences and preparation of
Cooperation Agreements with regions
of the North-West Federal District

is carried out. For preparation of
Agreements a strategy of developing
amechanism of controlling the
execution of Agreements, collaboration
of working groups and formation

of subject areas for continuous

working dialogue was chosen.



JSCIDGC of the North-West actively
implements ideology of utmost
involvement of the Company’s top
managers into solution of tasks on the
Company’s functioning in Regions

of the North-West Federal District.
Working meetings of top managers with
the territories’ leadership serves as the
basis for solving the problems of JSC
IDGC of the North-West functioning.

In all the regions of the North-West
Federal District the work on preparation
of Cooperation Agreements with
executive authorities of constituent
entities has been carried out. The
Agreements are planned to be signed
during the 1-2 quarters of 2011.

The Department’s members
participate in the events organized in
the territories and aimed at solving
regional problems associated with
issues of consumers’ technological
connection and implementation of
programs on clectric power industry
development. Round-table conferences
on the corresponding subject matters
were held in the Arkhangelsk
Region, the Komi Republic.

Implementation of activity coordination
with public authorities is also reflected
on antiterrorism strcngthcning of
power facilities of JSC IDGC of the
North-West. Within the framework

of unplanned video conference after
the terrorist act at the Baksansk
Hydroelectric Plant in Kabardino-
Balkaria the branches of JSC IDGC of
the North-West were set specific targets
both of organizational and technical
character. Antiterrorism actions are
carried out with direct participation

of employees of RF Presidential
Authorized Representative’s bodies

in the North-West Federal District

as well as officials of governmental
security agencies of the Region, fire
protection servicesand EMERCOM.

Lobbying for power energy specialists,
JSC IDGC of the North-West
demonstrates proactive position of
energy community, which is interested to
create a clear and transparent algorithm
for interaction of energy companies

and public authorities, aimed at the
eflicient operation and development

of energy grid, implementation of the
Energy Strategy in Russia. The main
trends of this work are represented

by constant monitoring of legislative
processes and active direct involvement
of the Company’s leaders and employees
into the law-making procedure.

By its representatives JSC IDGC of the
North-West takes part in the work of
constituent entities’ public authorities
of the North-West Federal District,

in activities of public authorities’
commissions and committees, elaborates
proposals for participation in territorial
and regional programs. Thus, the
Director of the branch of JSC IDGC of
the North-West JSC Novgorodenergo
Vladimir Chistyakov is a deputy of the
Novgorod Regional Duma of the fourth
convocation and a member of the branch
of the political party United Russia; the
Director of the branch of JSC IDGC

of the North-West JSC Vologdacenergo
Alexander Klimanov is a deputy of the
Vologda City Duma, is clected as the
leader of the branch of the political
party United Russia and went into the
Vologda City Strategic Development
Council. Alexander Mishurinsky,
Director of the production division
Totemskie Electricheskie Seti of JSC
IDGC of the North-West’s branch JSC
Vologdaenergo, is clected as a deputy

of the Vologda Region Legislative
Assembly, on continuing basis works in
the Budget and Taxation Committee.
Vladimir Migalnikov, Director of the
production division Velikoustyugskie
Electricheskie Seti, is the second
representative of JSC IDGC of the
North-West’s branch Vologdaenergo

in the legislative body of the Vologda
Region. He has been working in the
legislative assembly since March 2007, he
is Deputy Chairman of the State Legal
Activities, Legality and Human Righes
Committee. 10 employees of JSC IDGC
of the North-West are elected into
legislative authorities of municipal units,
other 12 specialists of the Company are
elected as deputies of rural settlements
in different constituent entities of the
North-West region of the Russian
Federation. Ivan Medvedev, Director of
JSCIDGC of the North-West’s branch
Komienergo, was clected as a deputy of
the State Council of the Komi Republic.
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In order to carry out constant
monitoring of the Russian federation
law in the sphere of electric power
industry JSC IDGC of the North-West
organized the work for participation of
top managers and specialists in activities
of the State Duma Committee of the
Russian Federation for Power Industry
and Transportation. The Company takes
partin holding round-table conferences
on electric power problematics and
prepares proposals for minutes of
proceedings and the Committece’s draft
decisions. Continual working contacts
with the Committee’s leadership, its
Chairman and the body’s leadership are
formed. Considering that the clectric
power industry reform is not finally
completed, this work is very perspective.

For the purpose of creating favorable
conditions for further development

of small and medium business in the
territory of the North-West Federal
District and for implementation of

the Russian Federation Government
regulation No. 334 as 0£21.04.2009 on
introduction of changes into some acts of
the Russian Federation government for
improving the procedure of consumers’
technological connection to electric

grid neework in the part of privileged
technological connection of small and
medium business enterprises to electric
grid neework with power up to 100 kW
and for development of the Cooperation
Agreement between JSC IDGC Holding
and the public organization for small
and medium business Opora Rossii
signed on 28.10.2009, the working
meetings of Director General of JSC
IDGC of the North-West Alexander
Kukhmay with the Chairman of the
Opora Rossii Committee on Power
Industry Mikhail Kolesnikov are

held, the plans of cooperation with
regional divisions for 2011 arc shaped.

Within the framework of interaction
with public organizations influencing on
economic activity of JSC IDGC of the
North-West the consultations with the
leadership of Association for ecconomical
interaction of the North-West Federal
District constituent entities (Association
Severo-Zapad) are held. The Company’s
permanent membership in this
Association is under consideration.

The Company conducts the work on
preparation of proposals on improving
the federal legislation and changing
official normative acts. In particular,
according to conclusions made by the
Russian Federation government after
the fires of anomalously hot summer in
2010 and multiple damages of power
transmission lines during the autumn
and winter period of 2010-2011,
JSCIDGC Holding together with

the Forestry Agency of the Russian
Federation created a working group
for elaboration of corresponding
proposals on changes in legislation.
Deputy Director of the Department
for Authorities, Public Organizations
and Mass Media Relations Valery
Mamontov was appointed as the
responsible secretary of this working
group. The prepared decisions will make
it possible to reduce the financial load
of electric grid companies connected
with maintenance of cuttings and
protective zones of power transmission
lines and also to create conditions in
order to prevent fall of trees on power
transmission lines. Formation of a
strategy in this area is closely connected
with the set of fire precaution measures
being carried out by the Forestry
Agency of the Russian Federation.

The work with the competent ministries
and agencies of the federal level was
activated. On 07.07.2010 Partnership
and Interaction Agreement with the RF
Interregional territorial administration
of Department of Energy in the North-
West Federal District was signed. The
leader of the administration Sergey
Podkolozin participated as an observer
in the planned trainings carried out

by the Company’s branches; he is

also a member of expert council of
Corporate Presentation day (CPD)
being quarterly organized by JSC
IDGC of the North-West.

For organization of work with

the competent federal ministries

and their subdivisions appearance
interaction models are prepared with
description of specific functions of
particular public authorities and
direct algorithm for interaction.

Within international cooperation

the working meetings with the
representatives of business circles of
France and Italy were held in 2010. In
October 2010 the Italian company
Duplomatic Oleodinamica presented
the Company’s products being of
interest to the Company’s functioning.

On 16 August, 2010 the working
meeting of Alexander Kukhmay,
Director General of JSC IDGC of the
North-West, with the representatives

of the State Grid Corporation of
China (SGCC) took place.

On 25 September, 2010 the negotiations
on cooperation with the leadership of
the State Commission of the People's
Republic of China for Electric Power
Industry Regulation were carried on.

In October 2010 Deputy Director

of the Department for Authorities,
Public Organizations and Mass Media
Relations Valery Mamontov addressed
with the presentation at the round-table
meeting of Business Reputation Club

in Belgium on the issue of business
interaction with public authorities.

The main task of JSC IDGC of the
North-West in the sphere of interaction
with public authorities of all levels
remains in creation of positive and
conflict-free relations, forecastability

for business development, mutual
understanding and stable development of
the Company in long-term perspective.
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Corporate According to the Code, the Improvement of Corporate
Governance corporate governance system of Governance in the Company

Corporate Governance
Principles

JSC IDGC of the North-West considers
the corporate governance system, first
of all, as an instrument of the human
rights protection and observance of
sharcholders’ interests. The mission of
the efficient corporate governance is
to decrease the investment risks and
the cost of the debt capital, increase
the investment attractiveness and
sharcholder value of the company, and
strengthen the commercial goodwill.

Following the major provisions of the
Corporate Code of Conduct of FEMS of
Russia and taking into consideration the
recommendations of the best practices
of corporate governance, on October 31,
2006, the Company’s Board of Directors
approved the Corporate Governance
Code of JSC IDGC of the Norcth-West

(hereinafter referred to as the Code).

For further improvement of the
corporate governance as a resource, the
use of which can considerably promote
the successful development of the
Company as a whole, on

22 August 2008 the Board of Directors
approved the redraft of the Code',
most completely considering the
recommendations of the Russian
Federal Financial Markers Service.

JSCIDGC of the North-West is
based on the following principles:

1. Accountability

The Code determines the accountability
of the Company’s Board of Directors
to all the shareholders in accordance
with the current legislation of the
Russian Federation and serves as
guidelines for the Board of Directors
during the strategy making,
management by, and control over
the implementation of the activity of
the Company’s executive bodies.

2. Justice

The company is obliged to protect the
sharcholders’ rights and ensure equal
concern to all shareholders. The Board
of Directors provides all the sharcholders
with the right to get efficient protection
in case of their rules violation.

3. Transparency

The Company ensures the timely
disclosure of the reliable information
about its activity, including its
financial position, social and
ecological indicators, performance,
property structure and management
of the Company as well as provides

a free access to such information

to all the interested persons.

4. Responsibility

The Company recognizes the

rights of all the interested persons
determined by the current legislation
of the Russian Federation and is
aimed to cooperate with such persons
for the purposes of its development
and financial stability provision.

All the principles mentioned above

arc implemented by JSC IDGC of the
North-West in practice. Together with
this, the Company tends to improve
the corporate governance using the
experience of other companies, following
the latest changes of the legislation of
the Russian Federation and the leading
standards in this sphere, as well as
bringing the corresponding corrections
to its corporate governance system>.

1. You can find the full version of the Corporate Governance Code of JSC IDGC of the North-West at http://www.mrsksevzap.ru

At present, the Company's key criteria
of good corporate governance are:

o professional structured Board of Directors;
o initiative Board Committees;

o cffective external audit and an
adequate system of internal
control and risk management;

o transparency and disclosure procedures;

« openness in relations with the

mnvestment Commumty.
At the annual sharcholders meeting
as of 24 June, 2010 the Board of
Directors was elected with a strong
professional structure, experience and
qualifications of its members. Members
of the Board of Directors of JSC IDGC
of the North-West have significant
managerial experience, all of them
have leading positions in organizations
they represented. In addition, most of
the Board members have significant
industry experience. The representatives
of minority sharcholders Remes Seppo
Yukha, Dronova Tatiana Petrovna,
being competent specialists in the
sphere of electric power industry make
valuable contribution to the work of the
Board of Directors and its Committees.
The interests of minority sharcholders
are also represented by Kulikov Denis
Victorovich, Executive Director of
the Investor Protection Association.
Professional staff makes it possible to
form objective opinion of the Board
of Directors on the questions under
discussion and it eventually contributes
to strengthening of the sharcholders’
and investors’ trust to the Company.

2. Information on compliance to the Corporate Code of Conduct is given in Appendix 1, information on compliance to the Corporate Code of Conduct

of FEMS of Russia is represented in Appendix 2 to the Annual Report of JSC IDGC of the North-West as of the end of 2010.
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The efficiency of the Board of Directors

is supported by the work of Committees.

The Company has established five
committees of the Board of Directors:
Strategy and Development Commiteee,
HR and Remuneration Committee,
Audit Committee and the Committee
on technological connection to the
grid. Committees play an active role
in decision-making, conduct full-
time meetings to discuss the key

issues of the Company’s activity and
to elaborate recommendations to

the Company’s Board of Directors

for making deliberate decisions.

The Committee for Strategy and
Development that includes three
representatives of minority shareholders
(Dronova Tatiana Petrovna, Remes
Seppo Yukha, Shevchuk Alexander
Victorovich) is actively involved into the
process of making strategic decisions.

For the first time the managerial activity
appraisal of the Company’s Board of
Directors and its Committees will be
carried out based on results of 2010. This
procedure will make it possible to reveal
the most significant risks in activities of
the Board of Directors and Committees,
in development of the Company’s
corporate governance system as a whole
as well as to determine principal zones
of their development and improvement.

In order to improve the procedures

of internal control the Company
implements risk management project.
Within this project the Company

has worked out a description of five

key business processes: commercial
accounting and sales of services for
electricity transmission, procurement
activities, maintenance activities,
investment activities and technological
connection. Besides, the control business
environment of commercial accounting
and sales of services for electricity
transmission has been analyzed.

Proactive approach to engage with
investors and disclosure of information
is prescribed by the Company’s
Corporate Governance Code and the
Information Policy. The Company
publishes investor calendar with
indication of dates of major events for
investors and analysts, regularly informs
the community about the results of

its activities. The Company publishes
quarterly newsletters with updated
intermediate data on performance and
finance indicators of the Company

as well as information on main
decisions of the Board of Directors

and the structure of ownership.

The Company quickly informs the
investors and other interested parties
on all significant events of activities by
press releases and press conferences.

During the accounting period the
Company conducted meetings with the
representatives of investment companies
and the large investment funds from
Great Britain, USA, Finland, France,
Sweden, Switzerland and Japan.

An important source of information

is the Company’s website (in Russian
and English), which publishes Articles
of Association, internal documents,
financial statements, annual reports, as
well as information on other important
events. In addition, since 2009 JSC
IDGC of the North-West has been
presenting financial reporting in
compliance with IFRS standards. Thus,
statements for 2009 were published on
11.05.2010 (1.5 months before the date of
Annual General Sharcholder’s Meeting),
and it enabled the shareholders to
make deliberate decisions on items

on the agenda. The Company is
planning to prepare the reports for
2010 according to IFRS standards

by 01.05.2011. For improvement of
information transparency, starting
from 2012, the Company plans to
publish quarterly reports in compliance
with IFRS standards within 30 days
after the end of the period. The
Company discloses information on
related-party transactions, publishes
the register of related parties of
JSCIDGC of the North-West and

its subsidiaries as determined in
accordance with IFRS (IAS) 24.

As part of further corporate
governance improving the Company
plans to implement several initiatives:

e Obrain the international ranking
of corporate governance;

e Carry out annual managerial activity
appraisal of the board of directors,
including its committees, and
comparative analysis of received results;

o Increase the company’s transparency for
shareholder, potential investors, analysts,
professional equity market participants,
enforcement and regulatory authorities
and other categories of interested parties;

e Implement a functional strategy for
building a unified system of internal
control and risk management.
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Governance and

Control Bodies

The Management System of JSC IDGC
of the North-West is implemented
on the basis of the current legislation
of the Russian Federation, the
Company’s Articles of Association’,
as well as the Corporate Governance
Code of the Company. The System
of the Company’s Corporate
Governance includes the following
governance and control bodies:

1. General Meeting of
Shareholders — the body through
which the sharcholders realize

their right to participate in the
Company’s management.

2. The Board of Directors — the
body responsible for development
strategy generation, corporate
management and control over financial
and economic activities of the Company.

3. Management Board - the collegial
executive body entitled to solve the

most difficult issues of management

by the Company’s current activities.

4. Director General — the sole
executive body carrying out the
current management by the Company’s
activities and responsible for the
implementation of its strategy worked
out by the Board of Directors.

5. Auditing Commission — the body
carrying out the regularly control over
the Company’s financial activities.

General Meeting of
Shareholders

The competence of the shareholders’
meeting?, shareholders rights, regulation
of the general sharcholders meetings
procedure are determined in accordance
with the Federal Law on Joint-Stock
Companies, Articles of Association

of JSC IDGC of the North-West

and Regulations for the Procedure

of Preparation and Carrying out of
General Meeting of Sharcholders of
JSCIDGC of the North-West.

The Company’s sharcholders take
partin the management of the
Company through decisions made at
the General Meeting of Sharcholders
concerning such issues as approval of
Articles of Association, introduction

of amendments to the Articles of
Association, approval of internal
documents regulating the activities of
the management bodies, election of the
members for the Board of Directors and
the Auditing Commission, approval

of annual accounting and financial
reports, auditor, dividends payment

as well as other issues according of the
legislation of the Russian Federation and
the Company’s Articles of Association.

The Company timely and properly
informs the shareholders and other
interested parties about carrying out

of General Shareholders Meetings.
According to the Articles of Association
of JSC IDGC of the North-West

the notices informing about holding
General Shareholders Meetings shall be
published not later than 30 days before
carrying out (in compliance with the
paragraph 1, article 52, of the Federal
Law on Joint Stock Companies). This
term determined for publishing notices
positively influences on the procedure
of General Meeting of Shareholders,

as it enables maximum possible
amount of sharcholders (including the
foreign ones) to reccive information
about arrangement of the meeting .

Information (materials) for the items
on agenda of the Annual General
Sharcholder’s Meeting for 2009,

with observance of time prescribed
by the Russian Federation law, was
placed on the Company’s website in
Russian and English languages.

Regulations for procedure of
preparation and holding of General
Meeting of Shareholders of JSC IDGC
of the North-West govern the stages and
the process of meetings rather in detail.

Main Decisions of

the General Meeting

of Shareholders

In 2010 JSC IDGC of the North-
West held only one General
Meeting of Sharcholders’.

On 24 June, 2010 by the decision of
the Annual General Shareholder’s
Meeting, the following documents
were approved: Annual Report on the
basis of results of the 2009 financial
year, annual accounting (financial)
statements, distribution of profit, the
Company’s Auditor, new structures
of representatives of the Board of
Directors and the Auditing Commission
were elected, and redrafted Articles
of Association were adopted.

The Board of Directors

The major functions of the Board of
Directors consist in determination

of strategy and priority trends of the
Company’s development, supervision
over the activities of the executive bodies,
and implementation of the objective
assessment of the Company’s financial
standing. Authorities of the members of
the Board of Directors® are rather wide
and allow them to influence considerably
on the Company’s activities. This
determines the high level of responsibility
of the Board of Directors’ members

to the shareholders and the Company
for decisions they should make. The
accountability to the sharcholders is

one of the generally accepted principles
of the corporate governance realized in
the practical activity of the Company.

The Articles of Association and
internal documents of JSC IDGC of
the North-West specify a number of
regulations describing the activity of
the Board of Directors from the point
of view of the Corporate Governance
Code observance, in particular:

1. Authorities of the Board of Directors
concerning the quarterly and annual
assessment of the financial condition
of the Company are defined;

2. The accountability principle

is being implemented, including
through the transition of election

and early termination of the power
issues of Director General to the
competence of the Board of Directors;

3. You can find the full version of the Articles of Association and internal documents of JSC IDGC of the North-West at the Company’s website: http://www.mrsksevzap.ru
4. Information on the competence of the General Meeting of Shareholders is given at the website of JSC IDGC of the North-West: http://www.mrsksevzap.ru/about/struct/
S. Information on decisions made by the Company’s General Meeting of Shareholders is available at the website of JSC IDGC of the North-West: bttp://www.mrsksevzap.ru
6. Information on authorities of the Company’s Board of Directors is placed at the website of JSC IDGC of the North-West: http://www.mrsksevzap.ru/about/struct/
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3. We assigned the responsibility of
the members of the Board of Directors
to keep from any kind of activities
which can lead to a conflict between
their interests and the interests of the
Company, the obligation to inform
the Board of Directors in case of
occurrence of such a conflict as well
the obligation to keep from the voting
concerning the respective issues;

4. Meetings of the Board of
Directors should take place
at least once in six weeks;

5. To increase the efficiency of the
Board of Directors, we determined
the right of its members to require
and timely receive qualitative and
complete information about the
activity of the Company, including
commercial secret information;

6. Inclusion of independent directors
in the structure of the Board of
Directors contributes to its balanced
state in terms of possibilities for
exercising rights and considering
interests of all the sharcholder groups.

Independent directors are elected

to the membership structure of the
Board of Directors of JSC IDGC of
the Norcth-West by the cumulative
votes of investors, both foreign and
Russian. This fact has undoubtedly

a considerable positive influence on
the candidate’s independence and the
structure of the Board of Directors.

The cumulative voting used by election
of the members of the Company’s
Board of Directors makes it possible

to introduce the representatives

of minority shareholders into its
structure in accordance with the
structure of the Company’s property
and to consider the interests of all
general categories of sharcholders.

Procedural issues of the Company’s
Board of Directors activities are
controlled by the Regulations of

JSC IDGC of the North-West for
Procedure of Convening and Holding
of the Board of Directors’ Meetings.

Meetings of the Board
of Directors

In 2010, 16 meetings of the JSC
IDGC of the North-West Board
of Directors were carried out,
three of them were in presence’.

The following major decisions
were taken at the meetings of
the Board of Directors®:

1. Target values of the Company’s
key performance indicators (KPI),
business plan and the Company’s
investment program for 2010

and 2011 were approved;

2. The Company’s Annual
complex program of purchases
for 2010 was approved;

3. The program of non-
government pension coverage
of the Company’s employees for
2010 and 2011 was approved;

4. The Company’s insurance
program for 2010 was approved;

5. The program of activities
directed to traumatism prevention
inJSC IDGC of the North-West
for 2009-2010 was approved;

6. The JSC IDGC of the North-West
program for human resources support
and development was approved;

7. The following areas of the Company’s
activities were determined as priorities:

o to increase the level of antiterrorism
and countersabotage security of the
Company’s electrical grid facilities;

o to take measures aimed at reduction
of risks of third parties’ traumatism in
the area of responsibility of JSC IDGC
of the North-West for 2011-2012;

o works on registration of rights for real
property facilities, registration / recurring
registration of rights to use the land
parcels for the period 0f2011-2012;

o activities associated with energy saving
and increase of energy effectiveness;

8. Personal structures of the
Committees of the Board of
Directors were defined; the budgets
of the Committees of the Board

of Directors were approved;

9. Redrafted Regulations for HR
and Remuneration Committee and
for Audit Committee of the JSC
IDGC of the North-West Board

of Directors were approved;

10. The decision to cancel the
agreement with the registrar JSC
MCD that carried out keeping of the
Company’s share register was taken,
the conclusion was approved and terms
of contract with the registrar JSC
Registrar R.O.S.T. were determined;

11. Participation of JSC IDGC of
the North-West in NPP Market
Council and in NPP Association
of Energy Auditors and Energy
Services Companies was approved;

12. Participation of JSC IDGC of the
North-West by the way of creation
(establishment) in JSC IDGC of

the North-West was approved;

In addition to that the Company’s
Board of Directors accepted a number
of documents regulating the activity of
the Company in different directions:

o redrafted Regulation on the dividend
policy of JSC IDGC of the North-West;

o risk management policy of JSC
IDGC of the North-West;

« internal control policy of JSC
IDGC of the North-West.

Quarterly, the Board of Directors of
JSCIDGC of the North-West analyzed
the reports on the Company’s activity
trends and work statements of the
Company’s Management Board.

Structure of the Company’s Board of Directors

The quantitative structure of the Board of Directors is determined
by the Articles of Association and accounts for 11 members.

In 2010 the Company’s Board of Directors operated in two structures:

During the period from 10 June 2009 up to 24 June 2010 the Board of Directors
of JSC IDGC of the North-West operated in the following personal structure:
N.N. Shvets, A.V. Demidov, A.A. Popov, A.M. Kukhmay, S.N. Ivanov, S.J. Remes,
T.P. Dronova, S.N. Popovsky, V.I. Sinyansky, A.A. Khvalko, V.M. Shogenov.

7. Information on participation of the members of the Company’s Board of Directors in the meetings of 2010 is given in Appendix 2 to the Annual Report
8. Information on decisions made by the Company’s Board of Directors is available at the website of JSC IDGC of the North-West: http://www.mrsksevzap.ru
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The present structure of the JSC IDGC of the North-West Board of Directors

PEREPELKIN
Aleksey Yurievich

Chairman of the Board of Directors
Position: Member of the Management
Board, Deputy Director General

for Corporate Governance and

Property of JSCIDGC Holding,
Citizenship: Russian.

Year of birth: 1970.

Education: higher, the Moscow State Law
Academy, major in Law, lawyer: the Moscow
State Technical University n.a. N.E. Bauman
optical devicesand systems, optical enginecr.
Positions for the last 5 years:

2005-2006 - Deputy Director General

for Legal Services, JSC Gazoil;

2006-2007 - Head of Analytical
Administration in the Federal Tax Service;

2007-2009 — Counselor of State, Head of

the Main Administration of the Ministry

of Defense of the Russian Federation;
2009-2009 - Dircctor for Corporate
Policy in JSCIDGC Holding;

2009-present — Member of the

Management Board, Deputy Director
General for Corporate Governance and
Property of JSCIDGC Holding.

Involved in management bodies

of other organizations:

Member of the Board of Directors: JSCIDGC
Center and the Volga Region, JSCIDGC Center,
JSC Center for EES Counting Optimization.
Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition

or alienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the

member of the Board of Directors

of the Company: June 24, 2010.

SANNIKOV
Aleksey Valerievich

Chairman of the Board of Directors
Position: Deputy Director General

of JSCIDGC Holding.

Citizenship: Russian.

Year of birth: 1965.

Education: highcr, N.I. Lobachevsky

State University of Gorky, major in
Radiophysics and Electronics.

Positions for the last 5 years:

2005-2007 — Head of the Russian Federal Tarift
Service’s Administration for chulation and
Control of Pricing in Electric Power Industry;
2007-2008 - Director of the Department
for Generation and Reforming Market of
Electric Power JSC Atomenergoprom;
2009-present — Deputy Director

General of JSCIDGC Holding,

Involved in management bodies

of other organizations:

Member of the Board of Directors: J[SC
Kubanenergo, JSC Tyumenenergo.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the
member of the Board of Directors
of the Company: Junc 24,2010.

DRONOVA
Tatiana Petrovna

Chairman of the Board of Directors
Position: Deputy Director General

for Strategy and Development of

CJSC Encrgosoyuz Investment Holding.
Citizenship: Russian.

Year of birth: 1954.

Education: higher, Financial Academy
under the Government of the Russian
Federation of Moscow, major in
Finances and Credit, cconomist.
Positions for the last 5 years:
2003-2008 — Chief Accountant

of JSC Mosenergo;

2008-present — Deputy Director

for Strategy and Development of

CJSC Energosoyuz Investment Holding.
She is not involved in management
bodies of other organizations.
Share in the authorized capital of JSC
IDGC of the North-West: nonc.
Closed transactions for acquisition
oralienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the
member of the Board of Directors
of the Company: Junc 10,2009.
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KULIKOV
Denis Victorovich

Chairman of the Board of Directors
Position: Executive Director of the

Investor Protection Association.
Citizenship: Russian.

Year of birth: 1975.

Education: highcr, Moscow

State Law Academy.

Positions for the last 5 years:
2005-present — Executive Director of

the Investor Protection Association.
Involved in management bodies

of other organizations:

Member of the Board of Directors: JSCUTC,
JSC OGK-2,]JSC MUEC, JSC North-West
Telecom, JSC Baikalvestkom, J[SC UEC,

JSC Dalsvyaz,JSC CenterTelecom, JSCIDGC

Volga,]SC Volgatelecom, JSC Uralsvyazinform.

Share in the authorized capital of JSC
IDGC of the North-West: none.
Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Board of Directors

of the Company: Junc 24,2010.

KUKHMAY
Alexander Markovich

Chairman of the Board of Directors
Position: Director General of JSC

IDGC of the North-West

Citizenship: Russian.

Year of birth: 1951.

Education: highcr, M.1.Kalinin Lcningrad
Polytechnic Institute, major in Electric Traction
and Automation of Traction Devices

The Academy of National Economy under

the Government of the Russian Federation,
program Company Development Management.
Positions for the last 5 years:

2004-2005 - Deputy, First Deputy

Director General of JSC Sevzap NTC;
2005-2008 — Technical Director —

First Deputy Director General of

JSCIDGC of the North-West;

2008-present - Director General of

JSCIDGC of the North-West.

He is not involved in management
bodies of other organizations.

Share in the authorized capital of JSC
IDGC of the North-West: 0,0005%.
Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Board of Directors

of the Company: Junc 10,2009.

The present structure of the JSC IDGC of the North-West Board of Directors
was elected at the Annual General Sharcholder’s Meeting on 24 June 2010

LUKYANOV
Evgeny Vladimirovich

Chairman of the Board of Directors
Position: Deputy Secretary of the Security
Council of the Russian Federation.
Citizenship: Russian.

Year of birth: 1951.

Education: highcr, A.A.Zhdanov Lcningrad
State University, major in English Language and
Literature, qualiﬁcation: pllilologisr, spcciulist
in Germanic studies, translator and interpreter.
Positions for the last 5 years:

2006-2010 -Deputy RF Presidential
Authorized Representative in the

North-West Federal District;

2010-present - Deputy Secretary of the
Sccurity Council of the Russian Federation.
He is not involved in management

bodies of other organizations.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the
member of the Board of Directors
of the Company: Junc 24,2010.

9. The consent of members of the Board of Directors, members of the Management Board on information disclosure
represented in the Annual Report of JSC IDGC of the North-West as of the end of 2010 was received.
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The present structure of the JSC IDGC of the North-West Board of Directors

POPOV
Alexander Albertovich

Chairman of the Board of Directors

Position: Dcput\ Director General, Head
of the Bodies of [SCIDGC Holding,

Citizenship: Russian.
Year of birth: 1955.

Education: higher, Zhicomir Higher
Education Mlllmr\ Command 9J1001 of Radio
Elcctronics of Air Defense named after Lenin
Komsomol, majorin Commands and Tactics
of Radio Engincering Facilities, officer with
higher military spunlcduc ation - engincer

f01 operating s radio engineering hulltus

Military Command Krasnoznamennaya
Academy of Air Defense named after

Marshal of the Soviet Union G.K. Zhukov,
major in Commands and Headquarters,
Operations and Tactics of Air Defense Armics,
officer with higher military education.
Russian Acadcmy of Public Administration
under the President of the Russian Federation,
State and municipal management.

Positions for the past S years:

1972-2007 - Military Service and

Federal Sccurity Service of Russia;

2007 - Chicf Expert of Vice-President Service
management personnel (OAU) - Security
director of JSC AVTOVAZ GROUP;

2007 - Head of Human Resources Department
of the Amur chion Administration under
the RF Presidentand the RF Government;
2007-2008 — Head of the Governor and

the chional Government Staff of the

Amur Region Administration;

2008-2009 - Head of the Amur Region
Representative Office under the RF

President and the RF Government;
2009-present — Dcpun Director General -
Head of the Bodies of JSCIDGC Holding.

Involved in management bodies

of other organizations:

Member of the Board of Directors: JSC
MOESK, JSCIDGC Centerand the Volga
Region, JSCIDGC Siberia, ]SC Lenenergo.
Share in the authorized capital of JSC
IDGC of the North-West: none.
Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the

member of the Board of Directors
of the Company: Junc 10,2009.

REMES
SEPPO YUKHA

Chairman of the Board of Directors
Position: Director General of Kiuru Led.
Citizenship: citizen of Finland.

Year of birth: 1955.

Education: higher, University of Oulu
(Finland), economist; Higher School of Business
Economy and Management, Turku City
(lemd\ Candidate of Economic Sciences.
Positions for the past S years:

2004-2007 - Senior Adviser, CJSC

FIM Investment bank

2008-present - Director General of Kiuru Led.
Involved in management bodies

of other organizations:

Member of the Board of Directors: JSC
IDGC Holding,]JSC Lenenergo, JSC Sollers,
JSC Sibur Holding, JSC OMZ, EOS Russia,
JSC Insticute ENERGOSETPROJECT.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Board of Directors
of the Company: Junc 24,2006.

Date of the last election as the
member of the Board of Directors
of the Company: May 29,2008.

SINYANSKY
Vasiliy Ivanovich

Chairman of the Board of Directors
Position: Director General of ODA
(Operational Dispatch Administration) of
the North-West,a branch of J[SC SO UES.
Citizenship: Russian.

Year of birth: 1950.

Education: higher, Karaganda Polytechnical
Institute (Univ usm\ engineer- clectrician
Positions for the past 5 years:
1999-present — Director General of ODA
(Operational Dispatch Administration) of
the North-West, a branch of J[SC SO UES.
He is not involved in management
bodies of other organizations:

Share in the authorized capital of JSC
IDGC of the North-West: 0,0002%.

Closed transactions for acquisition
oralienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Board of Directors
of the Company: May 29,2008.
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YURCHUK
Sergey Evgenievich

Chairman of the Board of Directors
Position: Finance Director of
JSCIDGC Holding,

Citizenship: Russian.

Year of birth: 1966.

Education: higher, M.V. Lomonosov
Moscow State University, cconomist.
Positions for the past S years:
2005-2008 - Dircctor for Economyand
Finance of JSC Shipyard Severnaya vert;
2008-2009 - Deputy Director General for
Economy and Finance of CJSC Almaz press;
2009-present - Finance Director

of JSCIDGC Holding.

Involved in management of
other organizations:

Member of the Board of Directors: J[SCIDGC

South, [SCMOESK, JSC Lenenergo.
Share in the authorized capital of JSC
IDGC of the North-West: none.
Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the
member of the Board of Directors

of the Company: Junc 24,2010.

SHOGENOY Valery
Mukhamedovich

Chairman of the Board of Directors

Position: Deputy Director of the Russian

Federation Government Department.
Citizenship: Russian.

Year of birth: 1981.

Education: llighcr, Incernational University,
major in Law, PhD in Economics.

Positions for the past 5 years:

2004-2008 - Deputy Head of the Department,
Federal Energy Agency Department Head.
2008-2010 - Deputy Director of the Department
of the Economic chulution and the Property
Relations in the Fuel and Power Complex of the
Ministry 0fEncrgy of the Russian Federation.
2010-present — Deputy Director of the Russian
Federation Government Deparement.
Involved in management of

other organizations:

Member of the Board of Directors:

JSC Glavsetservice ENES, JSC Electrosetservice
ENES,JSC DESP,JSCIDGC Centerand

the Volga Region, JSCIDGC Northern
Caucasia, [SCIDGC Ural,JSC Yantarencrgo,
JSC Rescarchand Development Centre of the
Volga Region, JSC Rescarch and Development
Centre of North-West, JSC Research and
Development Centre of South, JSC Rescarch
and Development Centre of Siberia,

JSC Nedvizhimost VNIPIenergoprom,

JSC Rescarchand Development Centre of Ural,
JSC Rescarchand Development Centre of EES,
JSC Tambovskaya energosbytovaya companiya,
JSC Altayenergosbyt, JSC Yakutskenergo,

JSC Peredvizhnaya energetika, JSC Rostopprom,
JSC Rostovskoe toplivnoc predpriyatic,
JSCVNIMIL JSC CGE,JSCMNMZ,
JSCVGCCh,JSC Krasnodarneftegeofizika,
JSC Mosenergoremont.

Share in the authorized capital of JSC
IDGC of the North-West: none.

Closed transactions for acquisition

or alienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the

member of the Board of Directors

of the Company: June 10,2009.

Remuneration of

the Members of the

Board of Directors

According to the Corporate
Governance Code of JSC IDGC of
the North-West the remuneration
system for the members of the Board
of Directors complies with the market
conditions, it is transparent and clear.

Types, amount and procedure of
remuneration and benefits payment
to the members of the Board of
Directors of JSC IDGC of the North-
West in 2010 were controlled by

the Regulations for Remuneration
and Compensation Payment to the
Members of the Board of Directors of
JSCIDGC of the North-West approved
at the Annual General Shareholder’s
Meeting as 0f 29.05.200810.

The system of remunerations payment
to the members of the Company’s
Board of Directors according to

the Regulations on Remuneration
and Compensation Payment to the
Members of the Board of Directors

of JSC IDGC of the North-West

includes three categories of payments:

For each meeting the member of the
Board of Directors took part in.

For participation in the meeting

of the Board of Directors held in

the external form, the member of

the Board of Directors gets the
remuneration in the amount equal to
eight minimum monthly tariffs of the
first rate decermined by the sector tariff
agreement in the electric power complex
of the Russian Federation (hereinafter
referred to as the Agreement) for the day
of the Company’s Board of Directors
meeting carrying out considering the
indexation specified in the Agreement
within one month after holding the
meeting of the Board of Directors.

For participation in the meeting of
the Board of Directors carried out

in presence of the sharcholders the
member of the Board of Directors

is paid remuneration in the amount
equal to ten minimum monthly tariffs
of the first rate determined by the
Agreement for the day of the Board
of Directors meeting considering the
indexation specified in the Agreement
within one month after holding the
meeting of the Board of Directors.

The amount of remuneration to the

10. Full version of the Regulations for Remuneration and Compensation Payment to the Members of the Board of Directors

of JSCIDGC of the North-West is available at the Company’s website: http://www.mrsksevzap.ru/
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Chairman (Deputy Chairman) for
cach meeting, where he executed the
functions of the Chairman of the
Board of Directors, increases by 50%.

For the index of the Company’s

net profit according to the data of

the annual accounting statements
approved by the General Meeting

of the Company’s shareholders.

Remuneration to the members of the
Board of Directors is connected with the
net profit calculated in compliance with
the Russian Accounting Standards. The
amount of remuneration for the index of
the net profit depends on the amount of
the attended meetings (participation in
work) of the Board of Directors during
the year when according to the results

of activities the net profit was realized.

Additional remuneration in case of

the Company’s market capitalization
increase during the period of

work of the Board of Directors.

According to the Regulations on
Remuneration and Compensation
Payment to the chairman and
Members of the Board of Directors of
IDGC of the North-West, to whom
payments from profit organizations
are restricted or prohibited by

Federal Law, remuneration and
compensation are not paid.

The amount of additional remuneration
to each member of the Board

of Directors, being paid for the
Company’s market capitalization
increase, is equal to 0,0175 percent

from increment of the Company’s
commercial value calculated over the
period from election of the member
into the Board of Directors up to new
clection into the Board of Directors.

Payments of remuneration for
increment of the Company’s commercial
value are made under compliance

with the following conditions:

o if from the moment of permission
for the shares to be sold at the Stock
exchanges RTS and MICEX up to
termination of the member’s powers
passed not less than six months;

o if the monthly average volume of
transactions made in equity shares of
JSCIDGC of the North-West within
the period of authorities of the Board’
members of to be remunerated comprises
to RURLS million at the stock exchange.

Besides, according to the Regulations for Remuneration and Compensation
Payments to the Members of the JSC IDGC of the North-West Board of Directors,
the member of the Board is compensated only for actual charges incurred

which are associated with execution of functions of the Board’s members.

Remunerations paid to the members of

the Board of Directors in!!.

Remunera-
tion for the
index of the

Company’s
net profit
in 2009,

in RUR

Structure of the Board
of Directors

Structure of the Board of
Directors elected by the An-
nual General Shareholder’s

Meeting on 29.05.2008 276762

Remu-| Remunera-
neration in | tion for par-
case of the | ticipation in
Company’s | the meetings
market capi- | of the Board
talization | of Directors,
increase in RUR*

276762

Structure of the Board of
Directors elected by the An-
nual General Shareholder’s

Meeting on 10.06.2009 332 115

2645805| 2977920

Structure of the Board of
Directors elected by the An-
nual General Shareholder’s
Meeting on 24.06.2010 -

1741953| 1741953

Total 608 877

4387758 4996635

* For calculation of remunerations for participation in the meetings of the Board of Directors in 2010
the following minimum monthly tariffs were used: Ist quarter of 2010 — RUR3,867; 2nd quarter
0f 2010 — RUR3,991, 3rd quarter of 2010 — RUR4,037; 4th quarter of 2010 — RUR4,107.

The total amount of remunerations
paid to the members of the
Company’s Board of Directors in

2010 accounted for RUR25,963.

The Company considers that the
current system of benefits is highly
productive and the amount of
remuneration of the members of the
Board of Directors corresponds to the
merits of the members of the Board of
Directors and the scope of the Company.

Committees of the

Board of the Directors
Within implementation of principles
determined in the Corporate Governance
Code, the Company created the
consulting bodies under the Company’s
Board of Directors: Audit Committee,
HR and Remuneration Committee,
Strategy and Development Committee,
Reliability Committee and Committee
for Technological Connection

to Electrical Grids (hereinafter

referred to as the Committee).

This group in the system of the Company’s
corporate governance bodies takes
aspecial position as it meets the best
standards of corporate governance

within the framework of the Company’s

openness by making the most important
decisions for all groups of sharcholders

of JSC IDGC of the North-West.

The Committees of the Board of Directors
preliminarily consider, work out and
present the recommendations (opinions)
concerning the most important issues
pertaining to the competence of the

Board of Directors. The decisions of

the Board of Directors are advisory for

the Company’s Board of Directors.

The activity of the Committees is
regulated by the local regulatory
documents of the Company, Regulations
for the Committees of the Company’s
Board of Directors controlling the activity,
forming procedure, competence and the
term of authorities of the Committees

of the Company’s Board of Directors.

Quantitative and personal structure
of each Committee of the Board of
Directors is defined by the decision
of the Board of Directors.

Since the members of the Committees
are elected for a period of time till the
first meeting of the Board of Directors
in its new structure is carried out,
there were two personal structures

of each Committee in 2010. Active

11. Remunerations paid to the members of the Board of Directors, its Commi, the M.

Board and the Audit Committee are indicated with Personal income tax.
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quantitative and personal structures
of the Committees are determined by
the decision of the Board of Directors
as of 30.07.2010 (Minutes No. 61/1)

In 2010 the structures of the Audit
Committee, HR and Remuneration
Comnmittee (from July, 2010) consist only
of the members of the Company’s Board of
Directors. In 2010 Independent Directors
were involved in the work of the Strategy
and Development Committee, the Audit
Committee, the HR and Remuneration
Committee, the Committee for
Technological Connection to Electrical
Grids. In addition, the Independent
Directors headed the Audit Committee
and the Committee for Technological
Connection to Electrical Grids.

Audit Committee

Key tasks and goals of the Audit
Committee are provision of effective
work of the Board of Directors,
evaluation of candidates for auditors,
evaluation of auditor’s reports, efliciency
evaluation of internal control procedures
and risk management, development

of proposals on their improvement.

The current structure of the
Audit Committee includes:

1. Seppo Yukha Remes — Chairman of
the Committee, Member of the Board
of Directors, Independent Director,
Director General of Kiuru Led.

2. Tatiana Petrovna Dronova — Member
of the Board of Directors, Independent
Director, Deputy Director General of
CJSC Energosoyuz Investment Holding.

3. Denis Victorovich Kulikov — Member
of the Board of Directors, Independent
Director, Executive Director of the
Investor Protection Association.

4. Aleksey Yurievich Perepelkin

— Chairman of the Board of the
Directors, Member of the Management
Board, Deputy Director General

for Corporate Governance and

Property of JSC IDGC Holding.

5. Alexander Albertovich Popov -
Member of the Board of Directors,
Deputy Director General, Head of
the Bodies of JSC IDGC Holding

6. Sergey Evgenievich Yurchuk
— Member of the Board of
Directors, Finance Director

of JSCIDGC Holding.

Under the decision of the Audit
Committee as of 27.08.2010
(Minutes No. 1) for making more
detailed and deliberate decisions in
the as pertaining to internal audit
and risk management the expert
Olga Victorovna Popova (Principal
Examiner of the Internal Auditand
Risk Management Department of JSC
IDGC Holding) was involved into
activity of the Audit Committee.

In 2010 the Audit Committee held
eight meetings; three of them were

in presence. In the course of the
meetings recommendations were
considered and given to the Board of
Directors, in particular, concerning
information (materials) for the Annual
General Shareholder’s Meeting:

o annual accounting statements of
the Company for the year 2009;

o evaluation of the auditor's report on
accounting and financial (accounting)
statements of the Company for the
year 2009 prepared according to the
Russian Accounting Standards;

« nominated auditor to audit the financial
(accounting) statements of the Company
under the Russian Accounting Standards
in 2010 for approval at the Annual General
Meeting of the Company for the year 2009.

With regard to internal control,
audit and risk management:

» work statements of subdivisions for
the Company’s internal control and
audit are considered quarterly;

« analysis of contracts for the
Company’s consulting services for
2009-2010 was performed;

o preliminary, before approval at the meeting
of the Board of Directors, the following
internal documents of the Company were
examined: Risk Management Policy in JSC
IDGC of the North-West, Internal Control
Policy of JSC IDGC of the North-West;

o information on state of affairs concerning
realization of documents aimed at
improvement and development of the
Company’s internal control, audit and
risk management was considered;

o independent appraisers’ reports
on determination of market value
of the Company’s real property
are preliminary considered.

With regard to effective work

of the Committee:

e in compliance with the requirements of
the Federal Financial Markets Service
of Russia changes and amendments
to the Regulation for the Audit
Committee applicable to efficiency
evaluation of the Company’s internal
control procedures and stiffening of
criteria for election of the Committee’s
personal structure were prepared;

o Procedures for preparation of
issues to be considered at the Audit
Committee’s meetings were approvcd;

« Regulation on the Company’s
Internal Audit and Risk Management
Department is agreed;

o form and structure of work statement
of the Company’s Internal Audit and
Risk Management Department to the
Audit Committee were approved..

HR and Remuneration
Committee

In compliance with the corresponding
Regulation the competence of the HR and
Remuneration Committee of the Board
of Directors of JSC IDGC of the North-
West includes the actual issues of creating
principles and criteria of remuneration of
the members of the Board of Directors,
Management Board, Director Generals
of the Company as well as determination
of material conditions of the agreements
with the members of the collegial and
sole executive bodies, together with the
regulation of their activity assessment.

The current structure of the HR
and Remuneration Committee:

1. Alexander Albertovich Popov

— Chairman of the Committee,
Member of the Board of Directors,
Deputy Director General, Head of
the Bodies of JSC IDGC Holding.

2. Denis Victorovich Kulikov — Member
of the Board of Directors, Independent
Director, Executive Director of the
Investor Protection Association.

3. Alcksey Yurievich Perepelkin

— Chairman of the Board of the
Directors, Member of the Management
Board, Deputy Director General

for Corporate Governance and

Property of JSC IDGC Holding,

4. Sergey Evgenievich Yurchuk
— Member of the Board of
Directors, Finance Director

of JSCIDGC Holding.

5. Evgeny Vladimirovich Lukyanov
— Member of the Board of
Directors, Deputy RF Presidential
Authorized Representative in

the North-West region.
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In 2010 the Committee held

three meetings, in the course of
which the following issues were
considered and approved:

° Personal structure OfPCrSOllnCl reserve

for positions of executive bodies and
the Company’s branches for 2010;

« candidate for the position of Deputy
Director General for Logistics and
Material Support of the Company;

o the Company’s program for
human resources support and
development till 2014;

o changes and amendments to
the Regulation for the HR and
Remuneration Committee applicable
to widening of objectives, tasks and
competence of the Committee and
stiffening of criteria for election of the
Committee’s personal structure.

Strategy and Development
Committee

The Strategy and Development
Committee, in accordance with the
corresponding Regulation, develops
and provides recommendations to the
Board of Directors of the Company on
priorities, strategic objectives and core
principles for the strategic development
of the Company, as well as on
performance evaluation, improvement
of investment opportunities and
financial planning of the Company.

The current structure of the Strategy
and Development Committee:

1. Mikhail Yurievich Kurbatov
— Chairman of the Strategy
and Development Committee,

Deputy Director General of
JSCIDGC Holding.

2. Tatiana Petrovna Dronova — Member
of the Board of Directors, Independent
Director, Deputy Director General of

CJSC Energosoyuz Investment Holding.

3. Seppo Yukha Remes — Member of
the Board of Directors, Independent

Director, Director General of Kiuru Ltd.

4. Aleksey Yurievich Perepelkin

— Chairman of the Board of the
Directors, Member of the Management
Board, Deputy Director General

for Corporate Governance and

Property of JSC IDGC Holding.

5. Evgeny Vladimirovich Lukyanov
— Member of the Board of
Directors, Deputy RF Presidential
Authorized Representative in

the North-West region.

6. Valery Mukhamedovich
Shogenov — Member of the Board
of Directors, Deputy Director of the
Russian Federation Government
Department of Energy.

7. Vladimir Vyacheslavovich Inozemtsev
— Head of the Electric Energy
Transportation and Energy Saving

Department of JSC IDGC Holding.

8. Marina Alexandrovna Lavrova —
Deputy Head of the Business Planning
Department of JSC IDGC Holding,

9. Sergey Nikolaevich Lapin —
First Deputy Director of the
Strategy and Development Center

of JSCIDGC Holding.

10. Veniamin Shmuilovich Pinkhasik
— Consultant of JSC Lenenergo,
Director General of JSC IDGC of
the North-West (2005-2008).

11. Alexander Alexandrovich
Filatov — Managing Director of the
Independent Director Association.

12. Alexander Victorovich Shevchuk
— Deputy Executive Director of the
Investor Protection Association.

In 2010 the Strategy and Development
Committee held eleven meetings; two
of them were in presence. In the course
of the meetings recommendations
were considered and given to the
Board of Directors, in particular,
applicable to the following issues:

 With regard to priority directions
of the Company activities:
o increase the level of antiterrorism

and countersabotage security of the
Company’s electrical grid facilities;

execution of the program for risk reduction
of third parties’ traumatism in the area

of responsibility of JSC IDGC of the
North-West for the years 2010-2012;

registration of rights for real property
facilities, registration / recurring
registration of rights to use the land
parcels for the period of 2011-2014.

With regard to financial-economic
and investment activities:

the Company’s key performance
indicators (KPI), business plan and the
Company’s investment program for 2010
and 2011, as well as quarterly reports

on their execution, were approved;

analysis of the actual charges of the
Company for insurance of the Company’s
property in 2008-2010 was performed;

redrafted Regulation on dividend
policy of [SCIDGC of the
North-West was approved;

the program of non-government
pension coverage of the Company’s
employees for 2010 was approved

With regard to participation of the
Company in other organizations:

the Company’s participation in

NPP Market Council, NPP Association
of Energy Auditors and Energy Services
Companies, ]SC Energoservice North-
West, conditions for termination of
participation in JSC Private Security
Firm Energy were approved.



Reliability Committee
Establishment of the Reliability
Committee is determined by the
necessity of guarantee provision
of the control and preservation
of the reliability functioning of
the Company’s grid complex.

The current structure of the Strategy
and Development Committee:

1. Sergey Vladimirovich Shpilevoy
— Chairman of the Reliabilicy
Committee, Deputy Head of the
Industrial Control and Labor Safety
Directorate of JSC IDGC Holding.

2. Andrey Vladimirovich Bocharov
— Head of the Administration

for Prevention of Emergency
Situations of JSC IDGC Holding.

3. Marina Evgenievna Shvedko
— Deputy Head of the Capital
Construction Department

of JSCIDGC Holding.

4. Artem Viktorovich Mogin —
Deputy Director General of JSC SO
UES ODA of the North-West.

5. Yury Nikolaevich Bocharov -
Dean of Electromechanic Faculey of
the St. Petersburg State Polytechnic
University, professor, D.E.

6. Georgy Vasilievich Turlov — Deputy
Director General — Chief Engineer
of JSC IDGC of the North-West.

In 2010 the Reliabilicy Committee
held cight meetings; one of them
was in presence. In the course of
the meetings the following issues
were considered and analyzed:

o the Company’s investment program
for 2010 and 2011, quarterly reports
on its execution with relation to
complex reliability requirements;

o quarterly execution of the
Company’s repair program;

o speed of relay protection of buses
6-10 kW at the Company’s substations;

o organization of operative and
technological control of power
transmission lines and equipment of
the Company’s substations in 2009;

o execution of goal-oriented programs for
increasing the level and improvement
of fire protection at the electrical
grid facilities of the Company;

o state of fixed assets of the
Company’s energy facilities;

o standard for organizing maintenance
and repair works in electrical
grids of the Company.
With regard to increase of the
Company’s reliability during the

periods of extreme natural influences:

o report on results of the Company’s
work under the conditions of autumn
and winter period of 2009-2010; tasks
on preparation of the Company’s
electrical grid facilities to the autumn
and winter period of 2010-2011;

o report on passing the spring flood of 2010

by the Company’s electrical grid complex;

e report on preparation of the
Company’s electrical grid complex
to the storm season of 2010;

o report on preparation of the Company
to the work during the autumn and
winter period of 2010-2011.

Committee on Technological
Connection to the Grid

The main purpose of the Committee

on technological connection to the grid
is to ensure transparency of activities
and non-discriminatory access to
technological connection of consumers
to the electric networks of the Company.

The current structure of the
Committee on technological
connection to the grid:

1. Tatiana Petrovna Dronova —
Chairman of the Committee,
Independent Director, Deputy Director
General for Strategy and Development,
CJSC Energosoyuz Investment Holding,

2. Vera Leonidovna Grishina —
Director of the North-West branch of
CJSC Energy Forecasting Agency.

3. Valentin Mikhailovich Komarov —
Head of the Department for perspective
development and technological

connection of JSC IDGC Holding.

4. Sergey Gerogievich Papafanasopulo —
Director for development of dispatcher
control technologies of the branch JSC
SO UES ODA of the North-West.

5. Vladimir Alekseevich Bloshchitsyn
— Deputy Director General of the
Capital Construction Department

of JSC IDGC of the North-West.

6. Anatoly Valerievich Kushnerov
- Deputy Director General for
Corporate Governance of JSC
IDGC of the North-West.

7. Alexander Vladimirovich
Mikhalkov — Deputy Director
General for development and
implementation of services of JSC
IDGC of the North-West.

In 2010 the Committee on technological
connection to the grid held three
meetings and considered in particular:

e report on exccution of technological
connection of consumers to electrical

networks of JSC IDGC of the North-West;

o report on volume of shortfall in income
from realization of technological
connection for privileged categories
of applicants to electrical networks

of JSC IDGC of the North-West;

o report on complaints and appeals
on technological connection to the
distribution grids of the Company;

o analysis of work with complaints and
appeals on technological connection to
the distribution grids of the Company.
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Remuneration of Members
of Committees of the
Board of Directors

Types, amount and procedure of
remuneration and benefits payment

to the members of Committees of

the Company’s Board of Directors

are governed by the Regulations for
Remuneration and Compensation
Payment to the Members of Committees
of the Board of Directors of JSC
IDGC of the North-West, approved
by the decision of the Company’s
Board of Directors as of 25.08.2009.

Regulations provide the payment of
remuneration for each meeting, in
which the member of the Committee
of the Board of Directors took part.

For participation in the meeting

of the Committee of the Board of
Directors held in the external form,
the member of the Board of Directors
gets the remuneration in the amount
equal to one minimum monthly
tariff of the first rate determined by
the sector tariff agreement in the
electric power complex of the Russian
Federation for the day of the meeting
of the Board of Directors’ Committee
considering the indexation specified
in the Agreement within 30 calendar
days after holding the meeting of the
Committee of the Board of Directors.

For participation in the meeting

of the Committee of the Board of
Directors carried out in presence of
the shareholders the member of the
Committee of the Board of Directors
is paid remuneration in the amount
equal to two minimum monthly tariffs
of the first rate determined by the
Agreement for the day of the meeting
of the Board of Directors’ Committee
considering the indexation specified
in the Agreement within 30 calendar
days after holding the meeting of the

Committee of the Board of Directors.

The amount of remuneration paid to
the Chairman (Deputy Chairman for
each meeting, at which he functions as
Chairman of the Board of Directors)
shall be increased by 50%.

Besides, according to the Regulations
on remuneration and compensation
to the members of Committees of the
Board of Directors of JSC IDGC of
the North-West, the member of the
Committee of the Board of Directors
is compensated only for actual charges
incurred related to the functions

of a member of the Committee.

Remunerations paid to the members of Committees

of the Board of Directors in 2010

Name of the Committee of

the Board of Directors

Remuneration for participation
in the meetings of Committees of
the Board of Directors, in RUR*

Audit Committee 212570
Reliability Committee 135 970
Strategy and Development Committee 309907
HR and Remuneration Committee 49 697
Committee on Technological

Connection to the Grid 69 094
Total 777 239

* For calculation of remunerations for participation in the meetings of the Committees
of the Board of Directors in 2010 the following minimum monthly tariffs were

used: Ist quarter of 2010 — RUR3,867; 2nd quarter of 2010 — RUR3,991,

3rd quarter of 2010 - RUR4,037; 4th quarter of 2010 — RUR4,107.

The total amount of remunerations paid to the members of the Committees of the

Company’s Board of Directors over the accounting period made RUR32,408.

Executive Bodies of the Company

According to the Articles of
Association of J[SC IDGC of the
North-West management of the
Company’s current activity is
performed by the sole executive body
of the Company (Director General)
and collective executive body of the
Company (Management Board)'.
Executive Bodies are accountable
to the Board of Directors and
General Meeting of Shareholders.

The Corporate Governance Code of the
Company, its Articles of Association
and internal documents fixed the
norms enabling to improve quality and
minimizing possibility of interests’
conflict occurrence between the
executive bodies, the Board of Directors
and the sharcholders of the Company.

The following norms were determined:

o Director General and the members of
the Management Board are obliged to
keep from the activities which can lead
to the conflict occurrence between
their interests and the interests of the
Company. In case of occurrence of such
a conflict, Director General and the
members of the Management Board
are obliged to notify the Board of
Directors about this fact. They should
also keep from the discussion and voting
concerning the correspondent issues;

Director General shall quarterly report
about the activity of the Company and
his/her obligations implementation to
the Board of Directors, as well as present
the annual report to the consideration
of the Board of Directors not later than

30 days before the date of the Annual
General Sharcholder’s Meeting. The
Management Board is also accountable
for its activities to the Board of Directors;

e The agreements signed by the
Company with Director General and
the members of the Management
Board, determine the responsibility
for the violation of the Russian laws
concerning the commercial secret.

The Management Board as a collegial
body provides the synergy of not only
different management competences,
but also different functional directions
in the Company. The competence of
the Management Board covers the
development and presentation to the
approval of the Board of Directors the
priority directions of the Company’s
activity and perspective plans of their
realization, implementation of the
strategic control in relation to the
subsidiaries and dependent companies
of JSC IDGC of the North-West.

In 2010, 35 meetings of the
Management Board of the Company
took place; 19 of them were in the form
of the presence of the sharcholders.

According to the Company’s opinion,
the Management Board is fairly
needed; it is an essential institution for
the Company’s efficient activities.

12. Information on competence of Director General and the Management Board is placed at the website of JSC IDGC of the North-West: http://www.mrsksevzap.ru/about/struct/




33

Structure of the

Management Board of JSC

IDGC of the North-West

The initial structure of the Management

Board was approved by the Board
of Directors as of 10.04.2008.

On the proposal of Director
General, the Management Board
of the Company was amended:

o the Company’s Board of Directors elected

G.V. Tourlov into the structure of the
Management Board as 0£26.09.2008;

¢ 25.08.2009 the Company’s Board
of Directors approved amendments
to the quantitative and personal
structure of the Management Board;
it was increased from 7 to 10 members.

V.P. Shchelkonogov, A.1. Chekhoey,

V.M. Shestov were additionally elected;

o by the Company’s decision as of
30.07.2010 the authorities of the
member of the Management Board
A.P. Ignatiev were terminated;

In accordance with the Articles of

Association of JSC IDGC of the

North-West, Director General of

the Company acts as the Chairman

of the Management Board.

Information on the Company's
Director General — Alexander
Markovich Kukhmay - is presented
above in the Section Structure

of the Board of Directors of JSC
IDGC of the North-West.

TURLOV
Georgy Vasilievich

Deputy Chairman of the
Management Board
Position: Deputy Director
General - Chief Engineer.
Citizenship: Russian.
Year of birth: 1951.

Education: higher.

Leningrad Agricultural Institute (1969-
1974), major: engincer-clectrician.

Academy of National Economy under the
Government of the Russian Federation
(1996-1998), major: manager under market
conditions, MBA - Innovative Technologies.
Positions for the past 5 years:

2005-2006 - Deputy Head of Technical
Developmentand Connection of New
Consumers of JSC IDGC of the North-West;
Deputy Head of the Department; Head of
the Department of JSC IDGC of the North-
West Electric Grid Complex Development;
2006-2007 - Head of the Department for
Operation and Development of Distribution
Grid Complex of JSCIDGC of the North-West;
2007-2008 - Deputy Chief Engincer for
Operation and Technical Development

of JSCIDGC of the North-West;
2008-present — Deputy Director General - Chief
Engincer of JSCIDGC of the North-West.
Share in the authorized capital of JSC
IDGC of the North-West: nonec.

Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the

member of the Management Board of
the Company: September 26,2008.

KUSHNEROV
Anatoly Valerievich

Member of the Management Board
Position: Deputy Director General

for Corporate Governance of JSC

IDGC of the North-West.

Citizenship: Russian.

Year of birth: 1971.

Education: higher.

East Kazakhstan State University
(1988-1992), lawyer.

Academy of National Economy under the
Government of the Russian Federation,
major in Strategic Management (2001-2004),
Company Dcvclopmcnt Management.
State Educational Institution of | {igllcr
Professional Training State University

of Management (2004-2005), MBA

- Company Management, Master

of Business Administration.

Positions for the past S years:

2005 - First Deputy Director General

for Corporate Policy and Development
of ]SC Vologdacenergo;

2005-2007 - Director for Corporate
Governance of JSCIDGC of the North-West;

2007-present - Depury Director

General for Corporate Governance of
JSCIDGC of the North-West.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.
Closed transactions for acquisition
oralienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the

member of the Management Board
of the Company: April 10,2008.
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MAKAROVA
Olga Vladimirovna

Member of the Management Board
Position: Deputy Director General

for Economy and Finance of JSC

IDGC of the North-West

Citizenship: Russian.

Year of birth: 1971.

Education: higher.

St. Petersburg University of Economy and
Finance (1991-1996), major: Economist.
Academy of National Economy under the
Government of the Russian Federation
(2007-2009), MBA (Top manager),
Master of Business Administration.
Positions for the past 5 years:
2005-2007 - Director for Economy and
Finance of JSCIDGC of the North-West;
2007-present — Deputy Director

General for Economy and Finance of
JSCIDGC of the North-West.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.
Closed transactions for acquisition

or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Management Board
of the Company: April 10,2008.

MIKHALKOV
Alexander Vladimirovich

Member of the Management Board
Position: Deputy Director General

for Developmentand Services Sales of
JSCIDGC of the North-West.

Citizenship: Russian.

Year of birth: 1962.

Education: higher.

Leningrad Polytechnic University

(1979-1985), major: engincer-clectrician;
Acadcmy of National Economy under the
Government of the Russian Federation, (2004),
Management XX1, manager-cconomist.
Positions for the past 5 years:

2005-2007 - Director for Strategic Management
of JSCIDGC of the North-West;

2007- Deputy Director for Strategic
Management of JSCIDGC of the North-West;
2007-present — Deputy Director General

for Developmentand Services Sales of
JSCIDGC of the North-West.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
oralienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Management Board
of the Company: April 10,2008.

BLOSHCHITSYN
Vladimir Alekseevich

Member of the Management Board
Position: Deputy Director General for Capital
Constructions of JSC IDGC of the Norch-West.
Citizenship: Russian.

Year of birth: 1958.

Education: higher.

Almaty Institute of Power (1978-1983),

major: engineer, teacher of electric

power industry disciplincs.

Positions for the past 5 years:

2005-2006 - Head of the Grids Development

and Power Transmission Department of JSC
IDGC of the North-West; Deputy Technical
Dircector - Head of the Department for
Operation and Development of the Electrical
Grid Complex of JSCIDGC of the North-West;
2006-2007 - Deputy Technical Director

of J[SCIDGC of the North-West;

2007-2008 - Deputy Chicf Engincer

for Operation, Technical Re-

equipment and Reconstruction of
JSCIDGC of the North-West;

2008-2010 - Deputy Director General

for Capital Constructions of JSC

IDGC of the North-West.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
oralienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the

member of the Management Board
of the Company: April 10,2008.
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SHCHELKONOGOV
Vladimir Petrovich

Member of the Management Board
Position: Deputy Director General for
()rganizutional Developmentand Personnel

Management of JSCIDGC of the North-West.

Citizenship: Russian.
Year of birth: 1948.

Education: highcr.

Ural Polytechnic Institute of Kirov (1966-1971),

major: engincer of thermal power plants.
Positions for the past S years:

2006-2006 — Director for Human Resources
of JSCIDGC of the North-West;
2006-2007 - Director for Organizational
Developmentand Human Resources

of [SCIDGC of the North-West;
2007-present — Deputy Director General for
()rganizatioml Developmentand Personnel

Management of JSCIDGC of the North-West.

Share in the authorized capital of JSC
IDGC of the North-West: none.
Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Management Board
of the Company: August 25,2009.

CHEKHOEV
Aslan Inalovich

Member of the Management Board

Position: Deputy Director General for

Investments of J[SC IDGC of the North-West.

Citizenship: Russian.
Year of birth: 1965.

Education: higher.

First Leningrad Medical Institute (1983-1989),

Saint Petersburg Academy of Management
and Economics (2007), major: manager.
Positions for the past S years:
2005-2007 - Deputy Director

General for Investment and Capital
Construction of J[SC OGK-6;

2009-present — Deputy Director General for

Investments of JSC IDGC of the North- West.

Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the

member of the Management Board
of the Company: August25,2009.

SHESTOV
Vladimir Mikhailovich

Member of the Management Board
Position: Deputy Director General for
Sccurity of JSCIDGC of the North-West.
Citizenship: Russian.

Year of birth: 1955.

Education: higher.

Tula Polytechnic Institute (1972-1978),
major: mechanical engineer, Graduate School
of the KGB of the USSR (1986-1989).
Positions for the past S years:

1984-2009 - Service in the Federal

Sccurity Service of Russia;

2009-present - Deputy Director General for
Sccurity of JSCIDGC of the North-West.
Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
oralienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the
member of the Management Board
of the Company: August 25,2009.
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Remuneration of

the Members of the
Management Board
The remuneration system

for the members of the
Management Board includes:

1. Annual basic wages (amount

of wages for the year according
8

to the labor agreements).

2. Remuneration in accordance

with the additional agreements to

the labor agreements with the top
managers functioning as the members
of the Management Board.

In compliance with the provisions of
additional agreements to the labor
agreements made with the members of
the Management Board they are paid a
monthly remuneration for authorities
of the members of the Management
Board in the amount of RUR15,830.

3. Bonus payments according to the
Regulations for Material Incentives of
the Top Managers of JSC IDGC of the
North-West approved by the Company’s
Board of Directors as of 31.03.2007,
with amendments from 10.02.2009.

The amount of bonus payments for

the top managers depends on the
degree of implementation of key
performance indicators (KPI) approved
by the Board of Directors as well as

on the degree of implementation

of individual KPI determined by
Director General for the direction

of activity over the corresponding
periods (quarter and year).

Information on
Director General

The competence of Director General

covers all the issues directed to the

implementation of the current activity

of the Company. According to the

Company’s Articles of Association

Director General has large powers

in such key spheres as property

management, transactions making

on behalf of the Company, issue of

orders, approval of guidelines, and

internal documents in all important

spheres of the Company’s activity".

Alexander Markovich Kukhmay
was elected as Director General
of the Company by the Board of
Directors of JSC IDGC of the

North-West on 01.07.2008.

Remunerations to Director General and members of the
Management Board of the Company paid in 2010

Remuneration Amount of
remuneration, in RUR

Remuneration for functions of the

member of the Management Board 1509779
Remuneration (bonus payment) for achievement
of quarterly KPI determined for the accounting
year (Ist, 2nd, 3rd quarters of2010) 6484 894
Remuneration (bonus payment) for achievement
of yearly KPI determined for 2010 0
Total 7994 673

KUKHMAY
Alexander Markovich

Citizenship: Russian.
Year of birth: 1951.

Education: higher, M. 1. Kalinin Leningrad
Polytechnic Institute (1968-1974), major

in Electrical Haulagc and Automation of
Haul-off Units, engineer-clectrician.

In 1994 in-depth trainingin the USA in the
Academy of International Development
Management of Power Companies.
In2003-2004: Academy of National
Economy under the Government of

the Russian Federation. Company
DevelopmentM anagement program.
Honors:

Certificate of Merit of JSC RAO UES of Russia,
Honored Power Engincer of Unified Encrgy
System of Russia, the honorary title of Veteran
of the complcx distribution network, Gratitude
of the Legislative Assembly of St. Petersburg.
Positions for the past S years:

2004-2005 - Deputy Head, First Deputy
Director General of JSC Sevzap NTC;
2005-2008 - Technical Director —

First Deputy Director General of

JSCIDGC of the North-West;
01.07.2008-present - Director General

of JSCIDGC of the North-West.

Share in the authorized capital of JSC
IDGC of the North-West: 0.0005%.
Closed transactions for acquisition

or alienation of JSC IDGC of the
North-West shares: none.

13. Information on the competence of Director General can be found at the website of JSC IDGC of the North-West: http://www.mrsksevzap.ru/about/struct/
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Remuneration of
Director General

The amount of wages of Director
General and the material benefits
(remuneration) are governed by the
Regulations for Material Incentives
of Director General of [SCIDGC
of the North-West approved by the
Company’s Board of Directors on
21.06.2007, with amendments as
0f28.05.2008 and 10.02.2009.

These regulations determine:

1. The procedure of defining,
approval and change of the amount
of the wages of the Company’s;

2. The types ofbonus payments;

3. The procedure of payment of
wage and remunerations;

4. The procedure of making
decisions aimed at realization of
the approved Regulations.

The amount of bonus payments of
Director General depends on the degree
of implementation of key performance
indicators (KPI) approved by the Board
of Directors for the corresponding
periods (quarter and year).

Auditing Commission

of the Company

Control and assessment of the quality
of management of JSC IDGC of the
North-West is carried out by the
Board of Directors (including Audit
Committee), Auditing Commission,
internal control office and external
auditor of the Company).

Auditing Commission is the instrument
of control over the activity of the
Company from the part of sharcholders.
The undeniable advantages of the
Auditing Commission of the Company
are legal approval the auditing
commission notion together with

the right of convening of the General
Sharcholders Meeting. Another
important thing in the activity of the
Auditing Commission is the right

to require the presentation of the
documents concerning the financial
and industrial activity of the Company
from the Company’s officials.

Information on main decisions
taken at the Auditing Commission’s
meetings in 2010:

o at the Auditing Commission’s meeting
as 0£22.03.2010 (Minutes No. 4) the
decision on terms of complex control
execution of JSC IDGC of the North-

West financial and economic activities
based on the results of 2009 was made;

at the Auditing Commission’s meeting
as 0f29.04.2010 (Minutes No. 6) the
opinion of the Auditing Commission
on results of financial and economic
activities of JSC IDGC of the North-
West for 2009 was approved;

at the Auditing Commission’s meeting
as 0f 02.07.2010 (Minutes No. 1) the
Chairman and the Secretary of new
structure of the Auditing Commission
were elected; the program of actions
for the Auditing Commission in the
period 2010-2011 was approved;

at the Auditing Commission’s meeting
a5 07.12.2010 (Minutes No. 3) the
decision on controlling individual
matters of the Company’s financial and
economic activities for 9 months of
2010 in compliance with the program
of actions for the Auditing Commission
in the period 2010-2011 was made.

Structure of the Auditing
Commission of JSC IDGC
of the North-West

The quantitative structure of

the Auditing Commission of the
Company is defined by the Articles of
Association and consists of 5 people.

Two structures of the Auditing
Commission worked in 2010.

In the period from June 10, 2009

to June 24, 2010 the Auditing
Commission included the following
personal structure: M.M. Saukh,
LV. Mikhno, L.R. Matyunina,

N.P. Krivobokova, G.V. Grishin.

The current structure of the Auditing
Commission of JSC IDGC of the
North-West was elected at the Annual
General Shareholder’s Meeting of

the Company as of June 24, 2010.
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ALIMURADOVA
Izumrud Aligadzhievna

Chairman of the Auditing Commission.
Position: Dircctor for Internal Audit

and Risk Management Department

of JSCIDGC Holding.

Citizenship: Russian.

Year of birth: 1971.

Education: Candidate of cconomic sciences
Positions for the past 5 years:

2003-2009 - Director for Development

of JSC Energoconsult;

2009-present — Head of Internal Audic

and Risk Management Department

of JSCIDGC Holding.

Share in the authorized capital of JSC
IDGC of the North-West: none.
Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the

member of the Management Board
of the Company: June 24, 2010.

SAUKH
Maxim Mikhailovich

Member of the Auditing Commission.
Position: First Deputy Head of Corporate
Governance and Shareholder Relations
Department of JSCIDGC Holding,
Citizenship: Russian.

Year of birth: 1979.

Education: highcr lcgal education, St.
Petersburg University of Humanities.
Positions for the past 5 years:
2004-2008 - Leading Expert, Principal
Examiner, Head of Corporate

Governance and Shareholder Relations
Department of RAO UES of Russia;
2004-2008 - Senior Project Manager of
the Group for compliance with the rights
of sharcholders of the Project Center to
complete the reorganization of RAO

UES of Russia JSCIDGC Holding;
2008-present — Deputy Head of Corporate
Governance and Shareholder Relations
Department of IDGC Holding; First Deputy
Head of Corporate Governance and Sharcholder
Relations Department of IDGC Holding.
Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the

member of the Management Board
of the Company: Junc 10,2009.

KORMUSHKINA
Lyudmila Dmitrievna

Member of the Auditing Commission.
Position: Head of Internal Audit, Financial
Auditand Examination of JSCIDGC Holding,
Citizenship: Russian.

Year of birth: 1956.

Education: higher, Far Eastern State
Academy of Economics and Management.
Positions for the past 5 years:

2004-2008 - Lcading Expertof Internal

Audit Department of RAO UES of Russia;
2008-present — Head of Department for Audit
Organizationand Conduct of JSCIDGC
Holding; Head of Internal Audit, Financial
Auditand Examination of JSCIDGC Holding.
Share in the authorized capital of JSC
IDGC of the North-West: nonc.

Closed transactions for acquisition
oralienation of JSC IDGC of the
North-West shares: none.

Date of the first election as the
member of the Management Board
of the Company: Junc 24,2010.
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ARKHIPOV FILIPPOVA Auditor of the Company
Vladimir Nikolaevich Irina Alexandrovna The financial statement internal audic

Member of the Auditing Commission.
Position: Head of Sccurity Department
of JSCIDGC Holding.

Citizenship: Russian.

Year of birth: 1956.

Education: highcr, Novosibirsk
Electrotechnical Institute of Communication,
communication engineer.

Positions for the past 5 years:

2006-2009 - Director General of CJSC Rustel;
2009-present - First Deputy Head of Sccurity
Department of JSCIDGC Holding, Head of
Sccurity Department of JSC IDGC Holding,

Share in the authorized capital of JSC
IDGC of the North-West: none.
Closed transactions for acquisition
or alienation of JSC IDGC of the
North-West shares: nonc.

Date of the first election as the
member of the Management Board
of the Company: June 24, 2010.

Member of the Auditing Commission performance is the important element

.. . - in th al m of control over th
Position: LcadmgExpcrtoﬂntcmal the total system of control over the

. > .
Audit, Financial Auditand Examination actvity of the Company § executive

ofJSCIDGC Holding. body carried out by the sharcholders.
Citizenship: Russian. According to art. 1 of Federal Law on
Year ofbirth: 1958. Auditing Activity as of 30.12.2008
Education: higher, Ryazan No. 307-FZ and art. 86 of Federal

Agriculeural Institute. . :
& Law on Joint-Stock Companies as of

Positions for the past 5 years: 26.12.1995 N208-FZ, the auditor shall
2006-2009 - Leading Expert of

conduct an independent checkup of
JSC Energoconsulting

_ the financial-economical activity of
(& eQE N M % o
200)'}“”““,7 lf,tadm,g F“\Pu,t of the Company to approve the reliability
Internal Audit, Financial Auditand Fihe f <l fih
Examination of [SCIDGC Holding, ofthe financial statement ofthe

Share in the authorized capital of JSC Company on the basis of its accounting
IDGC of the North-West: nonc. (financial) reports in order to express

Closed transactions for acquisition an opinion on such statements.

oralienation of JSCIDGC of the On 24.06.2010 the Annual General

North-West shares: none. , )

D fehe first electi b Sharcholder’s Meeting of the Company
are of the rst election as the approved CJSC ENPI Consule

member of the Management Board
of the Company: Junc 24,2010.

Remunerations paid to the members of the Auditing Commission in 2010

Bosnarpa>kpeHue
PeBHU3MOHHON KOMHCCHH
The amount and procedure of
remuneration payment and benefits
payment to the members of the Auditing
Commission of the Issuer in 2010

was governed by the Regulations on
Remuneration and Compensation
Payment to the Members of the
Auditing Commission of JSC IDGC

of the North-West approved by the
decision of the Annual General
Sharcholder’s Meeting as of 29.05.2008.

According to the Regulations for
participation in the check up (audit)
of the financial and industrial activity
of the Company, the member of the
Auditing Commission gets lump—sum
remuneration in the amount equal to
25 minimum monthly tariff rates of
the first rate determined by the sector
tariff agreement in the electric power
complex of the Russian Federation
(hereinafter referred to as Agreement)
for the period of the checkup (audit)
carrying out, considering the indexation
determined by the Agreement.

Besides, the member of the Auditing
Commission gets the remuneration
ofall actual charges he / she incurred

during the checkup (audit).

The current system of the
motivation of the members of the
Auditing Commission positively
influenced the productivity of
the given body of control.

Amount for checking

Type of remuneration based on the results of
the year 2009, in RUR*

Remuneration for participation in auditing check-up 548 762
including involved specialists and experts -
Benefits and / or compensation of charges 206725
including involved specialists and experts 206725
Additional compensation -
Total 755 487
including involved specialists and experts 206725

* For calculation of remunerations for participation in the meetings of the Board of Directors in 2010
the following minimum monthly tariffs were used: 1st quarter of 2010 — RUR3,867; 2nd quarter
0f2010 - RUR3,991, 3rd quarter of 2010 - RUR4,037; 4th quarter of 2010 — RUR4,107.
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(Moscow city) as the auditor of
financial statements for 2010 prepared
in accordance with the Russian
legislation applicable to accounting,

CJSC ENPI Consult renders audit and
consulting services from 1993 and is a
member of self-regulating organization
of non-commercial partnership
‘Institute of Professional Auditors

CJSC ENPI Consult is also a member
of International Association of
Auditing and Consulting Companies
Moore Stephens International
Limited, Union of Professional
Auditing Organizations, Institute

of Social and Ethical Accounting
(AccountAbility), Partnership of

the Russian Company of Evaluators,
International Federation of real

estate market participants (FIABCI),
Interregional Union of Tariff Experts.

Currently the Company is working
with many enterprises of electric
power industry sector: JSC IDGC
Holding, JSC IDGC Ural,JSC

IDGC Siberia, JSC Tyumenenergo,
JSC Yantarenergo, JSC Yakutskenergo,
JSC Magadanenergo and

other large companies.

The amount of payment for the
auditor’s services in 2010 equal to
RUR3,068 million, including 18%
VAT is determined by the decision
of the Board of Directors as of
31.08.2010 (Minutes No. 62/2).

Starting from the reports for the
year 2008 the Company prepares
consolidated financial statements in
compliance with the International
Financial Reporting Standards
(IFRS). The auditor reviewing

these statements is CJSC KPMG
(North-West Regional Center).

CJSC KPMG is a company incorporated
under the Russian legislation in 1990,
amember of the KPMG network of
independent firms, included into the
KPMG International Cooperative
(KPMG International) registered

under the legislation of Switzerland.

CJSC KPMG renders auditing and
consulting services on taxation

and finances, is a member of self-
regulating organization of auditors of
non-commercial partnership Audit
Chamber of Russia, as well as a member
of European Business Association,
Association of Russian Banks, Russian
Association of Industrialists and
Entrepreneurs, National Council on
Corporate Governance, Institute of
Professional Accountants and Auditors
of Russia and many other international
professional associations and companies.

Sclection of auditing organization

for conducting audit of financial
statements of JSC IDGC Holding’s
subsidiaries and affiliates in compliance
with the International Financial
Reporting Standards (IFRS) was
carried out by the Central Purchasing
Commission of JSC IDGC Holding.

CJSC KPMG became the winner of
this selection and was recommended

to the Company as the auditor of
financial statements for 2010 according
to IFRS with amount of remuneration

RURS,850 million, including 18% VAT.

In compliance with the legislation of
the Russian Federation and internal
regulatory documents of the Company
the candidacy for the auditor of
consolidated financial statements
according to IFRS is not subject to
consideration of the Board of Directors
of JSC IDGC of the North-West and
approval at the General Meeting of
Shareholders. Determination of the
remuneration amount for the auditor
of financial statements according to
IFRS is also out of competence of

the Company’s Board of Directors.

Works on special auditing tasks for
JSC ENPI Consult and JSC KPMG
were not carried out. Deferred and
delayed payments for rendering

the auditor’s services are absent.

There are no factors that can influence
on independence of the Company’s
auditors as well as considerable
interests connecting the auditors
(officials of the auditors) with the
Company (the Company’s officials).

According to the requirements of art. 12
of the Federal Law on Auditing Activity
as 0f 30.12.2008 No. 307-FZ the auditors
are completely independent from the
management bodies of the Company.
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Significant

Corporate Actions

ccisions taken by the management
bodies which can lead to considerable
changes in the activity of the Company
and influence on the welfare of its
shareholders and other interested
persons shall be transparent and
grounded. The law determines the
special procedure of making decisions
concerning the approval of the major
transactions and interested party
transactions. The redrafted Arrticles
of Association of JSC IDGC of the
North-West considerably extended
the list of transactions requiring

the preliminary approval by the
Company’s Board of Directors:

o Preliminary approval by the Board of
Directors of the decisions on making
transactions, the subject of which is
non-current assets of the Company
accounting for more than 10 percent
of the balance value of these assets
for the date of the decision taking
on making such a transaction.

Preliminary approval by the Board of
Directors of the decisions concerning
the transactions making (including
several interconnected transactions),
connected with alienation or possibility
of alienation of property making up the
fixed assets, nonmaterial assets, objects
of non-completed construction with the
purpose of production, transmission,
dispatching, distribution of the electric
and heat power in cases (amounts),
determined by individual decisions of
the Board of Directors of the Company.

o Preliminary approval by the Board of
Directors of the decisions concerning
the transactions making (including
several interconnected transactions),
connected with alienation, or possibility
of alienation of property, making up the
fixed assets, non-material assets, objects
of uncompleted construction, without
the purpose of production, transmission,
dispatching, and distribution of the electric
and heat power in cases (dimensions)
determined by individual decisions of
the Board of Directors of the Company.

The Board of Directors approves the
candidature of the independent appraiser,
involved for determination of the shares
value, property and other assets of the
Company in cases specified in the Federal
law on Joint Stock Companies, the Articles
of Association as well as individual
decision of the Board of Directors.

For the purpose of additional control
over transactions carried out by the
Company, specifying the regulations
of the Articles of Association
mentioned above, the Company’s
Board of Directors determined that
the decisions concerning transactions
making by the Company (including
several interconnected transactions) are
subjected to the preliminary approval
of the Company’s Board of Directors:

e Transactions connected with the
alienation or possible alicnation of
the property, making up the fixed
assets related in accordance with the
legislation to real property as well as
the nonmaterial assets, objects of non-
completed construction irrespective
of the purposes of use (assignment)
and their balance or market cost;

Transactions connected with the
alienation or possible alienation of the
property making up fixed assets except for
those which according to the legislation
pertain to the real property, irrespective of
use (assignment) purposes, which balance
or market cost exceeds RUR30 million;

Transactions connected with acquisition
irrespective of balance or market cost of:

1. electric power facilities being
operated, under repair or out
of operation excluding:

purchased on account of fees for
technological connection to the
Company’s electrical grid facilities
under agreements for technological
connection according to individual
projects in compliance with the
technical requirements;

e duly included into the Company’s
investment program with acquisition
price RURS million (without VAT)
and less following the provisions
described in the decision of the
Company’s Board of Directors as of
25.11.2010 (Minutes No. 66/6);

purchased on the unrequited

basis following the provisions
described in the decision of the
Company’s Board of Directors as of

25.11.2010 (Minutes No. 66/6);

purchased exclusively on account of
debt redemption under agreements

for operative and technological
maintenance by means of execution of
agreements on compensation following
the provisions described in the decision
of the Company’s Board of Directors

as 0f25.11.2010 (Minutes No. 66/6);

purchased instead of those liquidated by
third parties under contracts (agreements)
executed with them for procedure of
allowance for waste within fulfillment

of technical requirements following the
provisions described in the decision of
the Company’s Board of Directors as
0f25.11.2010 (Minutes No. 66/6);

2. real property objects not

pertaining to electric power facilities

irrespective of the purposes of their use
(assignment), excluding land parcels:

purchased in compliance with the articles
2and 3 of the Federal Law on Putting

in Force the Land Code of the Russian
Federation as 0f 25.10.2001 No. 137-FZ;

purchased in compliance with the
investment projects on construction
(reconstruction) of electric power facilities.

°

In 2010 the Company did not make any
large transactions (several interconnected
transactions) directly or indirectly
connected with the alienation or possibility
of alienation of property with the cost
amounting to 25 or more percent of

the balance value of assets determined
according to the data of accounting
statements as of the last reporting date'.

14. Information on transactions with any interest made by the Company during the accounting year is represented
in Appendix 4 to the Annual Report of JSC IDGC of the North-West as of the end of 2010.
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Security Market and On March 18, 2008, the Federal Information on Rights
Joint-Stock Capital Service for Financial Markets registered Assigned by Shares

11 additional securities issues with of Each Category

of the Company

Joint-Stock Capital

As of December 31, 2010 the amount of
the authorized capital of the Company
accounts for 9,578,592,313 (nine billion
five hundred seventy eight million five

hundred ninety two thousand three
hundred thirteen) rubles 80 kopecks.

The authorized capital was
formed as follows.

The first placement of shares of JSC
IDGC of the North-West accounted
for 100,000,000 (one hundred million)
pieces with the par value 10 kopecks
cach was carried out on 23.12.2004
(date of the state registration of the
Company as a legal body) by means

of shares acquisition by the sole
founder - JSC RAO UES of Russia.

The issue of the securities of JSC IDGC
of the North-West was registered

by the Federal Service for Financial
Markets on 23.03.2005 under the state
registration number No. 1-01-0334-D.

25.12.2007 the Management Board

of JSC RAO UES of Russia within

the framework of functioning of
Extraordinary General Meeting of
Shareholders of JSC IDGC of the
North-West took the decision to increase
the authorized capital of the Company
by means of additional registered
ordinary shares placement the amount
of which accounted for 95,687,000,000
picces with the par value 10 kopecks per
cach.22.01.2008 in accordance with
the given decision the amendments

to the Articles of Association of the
Company were registered, on the basis
of which the Company determined

the additional placement of the

shares accounted for 95,687,000,000
picces with the par value 10 kopecks
per cach the total amount of which

accounted for RUR9,568,700,000.

the numbers: 1-01-03347-D-001D,
1-01-03347-D-002D,
1-01-03347-D-003D,
1-01-03347-D-004D,1-01-03347-D-
005D, 1-01-03347-D-006D,1-01-
03347-D-007D, 1-01-03347-D-008D,
1-01-03347-D-009D,
1-01-03347-D-010D,1-
01-03347-D-011D.

Placement of the shares of additional
issues was carried out as of April 1,2008.
The type of placement is the conversion
of shares of JSC Astrakhanenergo,

JSC Vologdaenergo, JSC AEK
Komienergo, JSC Karelenergo,JSC
Kolenergo, JSC Novgorodenergo,

JSC Pskovenergo attached to JSC
IDGC of the North-West in addition

to ordinary shares of the Company.

After the completion of the conversion
procedure, the authorized capital of the
Company accounted for 9,578,592,313
(nine billion five hundred seventy

cight million five hundred ninety two
thousand three hundred thirteen)
rubles and 80 kopecks and consisted
0f95,785,923,138 pieces (ninety five
billion seven hundred cighty five million
nine hundred twenty three thousand
one hundred thirty cight) pieces with
the par value of 10 kopecks per each.

Amount of the ordinary shares in the
authorized capital of the issuer: 100%.

On August 21,2008 the Federal
Service for Financial Markets carried
out the cancellation of the following
individual numbers (codes) 001D,
002D, 003D, 004D, 005D, 006D,
007D, 008D, 009D, 010D, 011D in
carlier assigned numbers of additional
securities issues and combined all

the additional issues under the state
registration number No. 1-01-03347-D.

In accordance with paragraph 6.2,
Article 6 of the Articles of Association
of JSC IDGC of the North-West

cach ordinary registered share of the
Company presents to shareholder (its
owner) the equal amount of rights.

Shareholders-owners of the
Company’s ordinary registered

shares (according to the paragraph
6.2, Section 6 of the Articles of
Association) have the following rights:

e participate personally or through the
representative in the General Meeting of
Sharcholders with the right to vote for
all the issues of his / her competence;

introduce proposals to the agenda of the
General Meeting in the order determined
by the legislation of the Russian Federation
and these Articles of Association;

acquire information about the activity of

the Company and get acquainted with the
documents of the Company in accordance
with article 91 of the Federal law on Joint-
Stock Companies, other normative and
legal acts and these Articles of Association;

get dividends declared by the Company;

primary acquisition of additional shares
and equity securities placed by means

of subscription of additional shares and
equity securities convertible into shares
in the amount proportionate to the
amount of additional shares belonging
to them in cases determined by the
legislation of the Russia Federation;

in case of the Company’s liquidation
to get the part of its property;

exercise other rights prescribed by the
legislation of the Russian Federation
and these Articles of Association.
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Information on Declared Shares

In accordance with the paragraph 4.6, Section 4 of the Articles of Association
of JSC IDGC of the North-West the Company declares in addition to the
listed shares 1,076,862 (one million seventy six thousand eight hundred sixty
two) picces of the ordinary registered shares with par value of 10 (ten) kopecks
per each for the total amount of the nominal value accounted for 107,686
(one hundred seven thousand six hundred cighty six) rubles 20 kopecks.

Ordinary registered shares declared by the Company to listing entitle their owners with
the rights determined by the paragraph 6.2, Section 6 of the Articles of Association.

Structure of Joint-Stock Capital of the Company as of 31.12.2010

Statistical data on the Company’s shareholders at the date of

share register opening to the Annual General Shareholder’s
Meeting based on the results of 2009 (12.05.2010)

1. OAO «Xoaauur MPCK» 55,38%

2. THE BANK OF NEW MELLON 15,51%
3. Energosouz Holding Limited 5,65%

4.HQ BANKAKTIEBOL AG 5,86%

5. IIpouunc opuandeckue u
¢usnyeckue anna 17,60%

Share in the Share in the
Quantity | Authorized| Quantity| Authorized
capital, % i

JSCIDGC Holding 1 55,38 - -
Legal entities 305 5,24 109 30.02
Individuals 14037 S,47 21 3.89

As 0f 31.12.2010, the overall number of shareholders (excluding
clients of the national holders) amounted to 12,540.

Information on Activities to Increase Market
Capitalization of the Company

All the securities of the Company are in circulation. At the end of the May
2008 the securities of the Company were included into the lists of securities
approved for circulation at Russian trading floors of RT'S and MICEX.

1) RTS-classic — the code of
the securities MRKZ;

2) RTS-exchange - MRKZG;
3) MICEX - MRKZ.

At the moment securities of JSC
IDGC of the North-West are included
into quotation list B of MICEX and
in non-listed securities of RTS.

The Company signed the agreement
with JSC RusIndex for services
rendering concerning the information
and technological support of the set
of interactive web instruments, in
accordance with which the corporate
website of the Company and the website
rustocks.com (aimed at the foreign
investors) place the information about
JSCIDGC of the North-West, in
English as well, including information
about the current rates of the Company’s
shares, announcements and releases of
JSCIDGC of the North-West, with
the distribution of the materials to
different agencies located outside the
territory of the Russian Federation. In
addition, implementing the principle
of transparency in the activities of the
Company, this resource has annual
reports of JSC IDGC of the North-
West in English, as well as other
materials, including press releases
issued on the most important events
in the Company’s activity, thereby
increasing the opportunity for non-
residents to get acquainted with it.

On continuing basis in 2010 the
quarterly bulletin for the investors was
issued with information on the current
financial and economic situation and
technical condition of the Company
as well as the major parameters and
plans of the investment activity.

According to the norms determined
in the Regulations, the management
of JSC IDGC of the North-West
carries out press conferences and
briefings dedicated to important events
which take place in the Company.
With the help of the Company’s press
service, the Company distributes the
official comments about its activity
and future development in mass
media, and answers the requests of
the mass media representatives.
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Capitalization of JSC IDGC of the North-Wes” in 2010 According to the resules of 2010

according to MICEX . )
( 8 ) the Company fixed a loss. This loss
is associated both with financing
30,000,000,000 the investment program, that will
positively reflect on the Company’s
25,000,000,000 . .
__» operating activity in the future,
20,000,000,000 ag and negative factors. The major
f part of distribution grid complex
15,000,000,000 . .
/ entities of the country faced with
10,000,000,000 /\./_( the problems of non-payments and
5,000,000,000 ° cncrg}'f 'consumptlon dcc.rcasc' duc' to
/ the crisis. However, the situation in
0 : ; J : z : the sector is gradually adjusting. Over

2 #3.2008 3 Ke.2008 4 ke.2008 1 Hp.2009 2 Hp.2009 3 48.2005 4 1B8.2000 1 #6.2010 2 vB.2010 5 k6. 2010 4 KE.2010

the year 2010 supply to the grid of JSC
IDGC of the North-West increased
by 4.3% in comparison with 2009 and
amounted to 43,734.7 million kWh.

Dynamics of the value of the Company’s shares, according to MICEX Prime advantage of the Company is

transition to tariff formation on the

= basis of RAB-regulation. From January
2010 the branch Novgorodenergo
14000 |
is regulated by the RAB-method
130,00 for the long-term period of 3 years.
From January 1, 2011 the branches
120,00 Vologdaenergo and Pskovenergo
transited to RAB for the long-term
11000 | period of 5 years. Branches Arkhenergo,
Kolenergo, Komienergo adopted the
100,00 method of long-term parameters for the
period of 3 years. In 2011 the branch
80.00 Karelenergo is regulated by the method
of economically sound expenses.
S : ! ! ! ! The necess: -nues of ISC
1-aHe. 10 2-map. 10 1-mau. 10 2-wion. 10 1-ceH. 10 1-Ho4. 10 31-pex. 10 1€ NECESsary gross revenuces o J
IDGC of the North-West will increase
1-]JSC IDGC of the North-West; 2 - MICEX-indicator, composite; in 2010 by RUR?7 billion (+27%), the
3 - MICEX-indjicator, energetics

own necessary gross revenues will
rise by RUR3 billion (+22%). The
growth of OPEX under control will
come up by RUR1.2 billion (+15%).

Dynamics of share prices of JSC IDGC of the North-West in 2010 Long-term investment programs with
(according to MICEX) the total amount of RUR4.6 billion in
B 2011 are developed for tariff schedules
ofLes, wr ncia agi, pyo.
0000000 03 of all the branches of JSC IDGC
of the North-West. The investment
S0000000 | 0as volumes grew 1.6 times. For the
year 2012 the investment volumes
) arc expected to grow 1.8 times.
0000001 s Starting from 2013 and further it is
intended to keep to the volumes of
30000000 0.15 investment recourses development.
Thus, the Company’s shares have
20000000 | Ll : . .
sufficient potential for purchasing by
lump-sum. The shares of [SCIDGC
10000000 4 | ‘ | L 005 of the North-West can be described as
securities with low risk of investment.
o J.I,l IIIIIII 1l IlIII-I IIl-I.l-IIlII I A, I

12/01/2010 26/03/2000 26/05/2010 16/06/2010 06,/07/2010 25/09,2010 G4/11,2010 25/12/2010
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Transparency

of Information

Rules and approaches to information
disclosure, the order and terms of its
disclosure and presentation, list of
information and documents subjected
to disclosure to all the interested persons
is determined by the Regulations for
Information Policy of JSC IDGC

of the North-West. The endeavor

of the Company to build actually
productive system of information
disclosure and insurance of the high
transparency level is reflected in the
principles of information policy,

set forth in the Regulations:

o guarantee of completeness and reliability
of the disclosed information;

« cfficiency of the disclosure of information
concerning all essential facts in its activity;
« provision of high level of the integrity
of information pertaining, according
to the internal documents to the

state, official or commercial secret;

o publicity and non-selectivity of
information disclosure.

The Regulations was compiled
considering the requirements of the
leading international standards of
information disclosure. It also takes
into consideration the concerns of
different interested parties, including
sharcholders and the potential
investors, creditors and contractors.

Further in its activity, the Company
intends to adhere to the principles
mentioned above and besides the
methods of information disclosure,
determined by the legislation, it
plans to carry out meetings with
sharcholders and investors and
publish information in mass media.

As of September 30, 2005 the Board
of Directors approved the Regulations
for Insider Information of JSC IDGC
of the North-West, which determined

the notion of the insider information,
list of persons-insiders, their obligations
and responsibility. The Company also
determined the list of information
which makes up the official and
commercial secret, conditions of
access to such information and the
possibility of its use. The goal of the
Company was to follow the reasonable
balance between the openness and the
intention to prcjudicc its interests.

The official website of the Company

is the most important source of
knowledge and an active mechanism
of the Company’s information policy
implementation. Quarterly, the
Company publishes the financial
statement, annually — the financial
statement in accordance with
international standards. The Company
publishes the annual report for the

sharcholders. It highlights the key
trends of the industrial and financial
activity and reflects the economic
analysis according to the results of the
work for the reporting year. To provide
the equal access of all the interested
participants to information and, in
particular, ensure information rights
and interests of foreign shareholders
and investors, the Company also
discloses information in English at
the English version of the website.

In accordance with the Russian
Federation laws on securities, the list

of the affiliated persons of JSCIDGC
of the North-West is presented in
Appendix 5. The list of announcements
on material facts published at the
corporate Internet website in 2010

by JSC IDGC of the North-West

is presented in Appendix 6.

Subsidiaries and Affiliates

Information on Subsidiaries and Affiliates in which
the Company’s Owns at Least 20% of the Voting Shares

List of subsidiaries and affiliates of JSC IDGC of the North-West as of 31.12.2010"

Enterprise which shares (shares in the authorized

capital) are in possession of the Compan:

% in the authorized capital

LLC Energia Private Security Company 80.00
JSC Lesnaya skazka 97.96
JSC Pskovenergoavto 100.00
JSC Pskovenergosbyt 100.00
JSC Pskovenergoagent 100.00

Within the framework of the strategy of subsidiary business development JSC

IDGC of the North-West intends at most to optimize the structure of the assets

by means of decrease of participation in non-profile and additional business.

Corporate Governance of Subsidiaries and Affiliates

JSCIDGC of the North-West being
the shareholder in subsidiaries and
affiliates, carries out its relations

with the latter, governed by the
requirements of the Russian laws, the
Company’s Articles of Association

and internal documents, by Articles of
Association and internal documents

of subsidiaries and affiliates, which
determine the order of the activity of
Management Board and control bodies
(Regulations on the Boards of Directors,
Auditing Commissions and etc.).

Incerests of the Company in the
activity of subsidiaries and afliliates
are realized in the development and

implementation of the corporate
governance policy which includes
several directions, such as:

o formation of and control over the
implementation of the strategy of
subsidiaries and afhiliates development;

e planning of and control over the financial
results of subsidiaries’ and affiliates’
activity, including the determination of
directions and control of subsidiaries’
and afhiliates’ profit distribution;

o control over the financial and industrial
activity of subsidiaries and afhliates
including transactions making with the
assets of subsidiaries and affiliates;

o uninterrupted increase of
productivity of internal processes

15. Information on participation of JSC IDGC of the North-West in profile and non-profile types of activities is presented
in Appendix 7 to the Annual Report of JSC IDGC of the North-West as of the end of 2010.
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of subsidiaries and affiliates in the
sphere of business management;

o forming and implementation of the staff
policy of subsidiaries and affiliates.

Corporate Governance of subsidiaries
and dependent companies in JSC
IDGC of the North-West is carried out
through the system of bodies of decision
taking and control in accordance

with the interest of the Company:

o the Board of Directors of JSC
IDGC of the North-West;

o the Management Board of JSC
IDGC of the North-West;

o the Board of Directors of
subsidiaries and affiliates

o the Auditing Commission of
subsidiaries and afhiliates.

The Company has an approved
Procedure for interaction of JSC
IDGC of the North-West with the
organizations in which JSC IDGC
of the North-West participates.

This document was approved
with the purpose of:

o ensuring a stable financial development,
profitable operation of the Company,
subsidiaries and affiliates;

o ensuring compliance with the current
legislation of the Russian Federation
in the process of the Company’s,
subsidiaries’ and affiliates’ activities;

o protecting the rights and lawful
interests of the Company’s, subsidiaries

and afhiliates’ shareholders;

e increasing investment attractiveness
of the Company, subsidiaries and
affiliates by guaranteeing their corporate
transparency, balance and predictability
of the corporate policy as a whole;

» harmonization of relations between the
Company’s, subsidiaries’ and affiliates’
sharcholders and officers, excluding
occurrence of conflicts between them;

investment policy of the Company,
subsidiaries and afhiliates;

« improvement of interaction efficiency
of subsidiaries and afhliates in
all areas of their activities;

» harmonization of relations between
the Company, subsidiarics and
affiliates and the federal authorities,
agencies of constituent entities
and municipal authorities.

Remuneration of the members of the
Board of Directors of subsidiaries and
affiliates consists in fixed wages for

the participation in the meeting of the
Board of Directors and temporary part
actually calculated from the amount of
the dividends declared by the Company
related to the equity shares and amount
of meetings in which the member of the
Board of Directors took part. Thus, the
activity of the members of the Board of
Directors concerning the participation
in the meetings is encouraged and the
productivity of work of the Board of
Directors is correspondently increased.

o creating conditions for balanced
development of relations between
energy organizations with organizations
in other sectors of ecconomy;

o development and implementation
of a coordinated and effective

The exception is LLC Energia
Private Security Company, which
members of the Board of Directors
get only fixed remuneration for
participation in meetings.

Information on Management and Control Bodies of JSC IDGC of the North-West

Director General
JSC Lesnaya skazka

Board of Directors

Auditing Commission

Elena Vladimirovna Sopoleva

1. Vladimir Vasilievich Kirichuk —
Chairman of the Board of Directors

2. Daniil Evgenievich Savelyev

3. Elena Vladimirovna Sopoleva

4. Khomyakov Andrey Nikolaevich

5. Nikolai Vladimirovich Shibaev

1. Albina Mikhailovna Sotnikova
2. Oksana Sergeevna Bogdanova
3. Zakhar Nikolaevich Lukichev

JSC Pskovenergoavto

Alexander Sergeevich Petrov

1. Gennady Vladimirovich Grishin —
Chairman of the Board of Directors

2. Aleksey Nikolaevich Boev

3. Alexander Sergeevich Petrov

4. Sayan Balzhinimaevich Tsyrendashiev
5. Valery Alexandrovich Dobryden

1. Lidiya Georgievna Solpekovskaya
2. Sergey Ivanovich Ochikov
3. Tamara Vasilievna Lavrentsova

JSC Pskovenergoagent

Tatiana Alekseevna Churikova

1. Anna Alexandrovna Povetkina —
Chairman of the Board of Directors

2. Margarita Alexandrovna Storchay

3. Khomyakov Andrey Nikolaevich

4. Tatiana Alekseevna Churikova

5. Victor Vasilievich Yakutovich

1. Elena Arkadievna Glodya
2. Lyudmila Dmitrievna Kormushkina
3. Larisa Valentinovna Khan

JSC Pskovenergosbyt

Olga Veniaminovna Smirnova

1. Svetlana Vasilievna Gorshkova —
Chairman of the Board of Directors

2. Elena Georgievna Isacva

3. Maxim Mikhailovich Saukh

4. Olga Veniaminovna Smirnova

5. Evgeny Victorovich Stakanov

1. Gennady Vladimirovich Grishin
2.Irina Gennadievna Ilyina
3. Irina Alexandrovna Filippova

LLC Energia Private Security Company

Vladimir Nikolaevich Serdtsev

1. Anatoly Victorovich Gorbunov —
Chairman of the Board of Directors

2. Vladislav Alexandrovich Gorokhov

3. Vitaly Andreevich Stepanov

4. Vladimir Nikolaevich Serdtsev

5. Alexander Nikolaevich Tsarev

Inspector — Elena Yurievna Morozova
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Internal Control System and

Risk Management

Basic Documents
Regulating the Internal
Control and Risk
Management System

Ensuring the effectiveness and
continuous improvement of internal
control and risk management systems
is one of the priorities of JSC IDGC
of the North-West. Development of
internal control and risk management
is aimed to ensure the reasonable
confidence in achieving the strategic
goals of JSC IDGC of the North-
West, save the assets and investment
attractiveness, maintain management
efficiency and ensure the uninterrupted
energy supply to customers and energy
effectiveness of production activity.

The main local regulations governing
the internal control and risk
management system are as follows:
The Internal Control Policy and

Risk Management Policy of the
Company (approved by the Board of
Directors of JSC IDGC of the North-
West dated 23.06.2010, Minutes

No. 60/15), Regulations on internal
control procedures of JSC IDGC
of the North-West (approved by the
Board of Directors of JSC IDGC of
the North-West dated 17.12.2008,
Minutes No. 38/6), as well as other
local regulations of the Company.

Participants

of the Internal
Control and Risk
Management System
and Responsibility
Delineation

Participants of the Risk
Management System.

Director General (Management Board)
of the Company is responsible for

the effective risk management. The
Branch Directors are responsible for
the effective risk management at lower
levels of the Company management.

Heads of Departments at all
management levels are responsible for
timely identification, risk assessment,
development and implementation of
the activities, and risk monitoring.

Risk management function coordinators
(SRM coordinators) at all management
levels are responsible for methodological
support and coordination (timely
information gathering) of all risk
management processes, as well as full
and timely provision of information
about the risks of all interested

parties (including the Management
Board, the Board of Directors).

Audit Committee (Board of Directors)
provides the supervision of the
risk management effectiveness..

Participants of the
Internal control System.
The Board of Directors determines
the internal control policy and
evaluates the effectiveness of
internal control procedures.

The Audit Committee of the Board

of the Company makes the overall
assessment of the Company's internal
control procedures effectiveness (also on
the basis of the Company's subdivisions'
reports and records, authorized to

carry out the internal control/audit).

Director General of the Company
is responsible for the internal
control procedures functioning.

Direct assessment of the adequacy,
sufficiency and efficiency of internal
control procedures, as well as
monitoring compliance with internal
control procedures is implemented

by a separate structural unit of the
executive body of the Company, i.e. by a
subdivision of the Company authorized
to carry out the internal control/audit.

For the purposes of the Company’s
financial and economic activity
system-based control, the internal
control procedures is implemented by a
subdivision of the Company authorized
to carry out the internal control/audit,
in collaboration with other bodies

and subdivisions of the Company.

Internal control over the financial

and economic activity is assigned to

the Internal Audit Department, as

well as of internal control and audit
subdivisions of the Company’s branches.
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Results of Control Measures
in the Framework of
Implemented Inspections
For the purposes of ensuring the
effective internal control of the
Company's financial and economic
activity Director General of the
Company approved the plan of
subdivisions' internal control
inspections and audit of the Company
for the year of 2010. The plan was agreed
with the Audit Committee of the Board
of Directors, which includes complex
inspections in the following arcas:
e verification of internal control and
risk managcment SyStCnlS;
e investment activities;
o technological connection activities;
. electricity transportation activities;
e procurement activities;
e repair activities;
o check of compliance with local
regulations of the Company.
Thus, the activity of the internal control
and audit subdivisions of JSC IDGC
of the North-West is not limited to the
approved audits plan, but is carried out
in accordance with the Regulations on
the Internal Audit Office of JSC IDGC
of the North-West and the relevant local
regulatory documents of the Company.

Based on the results of the inspections,
orders directed at removing the
revealed remarks and improving the
control environment were issued.

Report on the work of internal control
and audit departments of the Company
was considered by the Audit Committee
of the Board on a quarterly basis.

Improvement of Internal
Control and Risk
Management Systems

In order to improve the internal
control and risk management processes
in 2010, the Company organized

the work on implementation of an
integrated internal control and risk
management system which is defined
to standardize the control environment
and risk assessment of key business
processes of the Company, as well as
implementation of risk management
processes. The principal direction of
risk management and internal control
system development was identified as
the transition from exclusively audit
nature of the control procedures to

a three-type control combination:
audit, current and preventive control.
According to the results of efforts to
improve the risk managementand
internal control system the Regulations
on the control environment and the
Company's core business processes
risks were designed, as well as the key
risks registry. In the future it is planned
to continue the improvement of the
risk management and internal control
system with the transition from the
standardized to optimized maturity
level, as well as control procedures' and

risk management processes' automation.

Key Risks and Actions

on Their Minimization

Risk management is regarded as one

of the most important elements of
strategic management and internal
control. JSC IDGC of the North-West
started establishing the integrated

risk management and internal control
system. Under this system it is planned
to support the effective information
exchange required for the operational
and strategic risk management between
the Board of Directors, executive
bodies and all functional units.

Strategic Risks

Country and Regional Risks
Country and regional risks include:

1. Downside risks of the actual
electricity consumption by end
consumers, due to macroeconomic
factors by reason of lowering product
demand in the world and domestic
markets as a result of crisis (for
example, in the oil, gas and metal
markets), implementing energy
effectiveness programs, transition to
alternative energy sources, consumers'
building of own generation, clectricity
networks, electricity consumption
reduction due to the changes in
weather or climatic conditions.

The Company’s activities for risk
minimization are as follows:

e permanent control of the
electricity consumption;

« forming and providing tariff proposals
for productive supply in accordance
with the consumers' demands
to the regulatory agencies;

« working with consumers to agree the
target figures of electricity productive
supply to be included in a contract for the
next year in the amount of applications.
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2. The risk of accidents at power plants
due to adverse natural phenomena
(hurricane winds, heavy snow, ice-
covered ground, low temperatures)
relating to the geographic and
climatic features of the North-

West region of the country.

The Company’s activities for risk
minimization are as follows:
o designing power assets, taking into

account the peculiarities of the
regional climate and geography;

o carrying out electrical distribution
units’ complex insurance protection
from natural disasters.

In general, JSC IDGC of the North-
West believes it unlikely that the
Company's activity and fulfillment
of its obligations will be significantly
affected by country and regional
risks in the midterm prospect.

Industry Risks
Industry risks include:

1. Downside risks of the service

scope resulting from the termination
(discontinuation) of the equipment
rental related to UNPG network under
last mile contracts with JSC FGC

UES which may arise from changes in
regulatory and legislative framework.

The Company’s activities for risk

minimization are as follows:

o control of compliance with JSC FGC
UES contractual obligations, and

timely provision of documentation to
the prolongation of the last mile lease;

o monitoring the state of the contractual
campaign for extending the lease
agreement with JSC FGC UES;

o monitoring the electricity balance and
analysis of the actual prevailing energy
losses and efficiency of electric supply with
and without consideration of consumers
attached to the equipment leased under

last mile contracts with JSC FGC UES.

2. Risks of resource lack (human and
financial) to meet the requirements
of Federal Law No. 261-FZ on Energy
Saving and Energy Effectiveness
Increase and Amending Certain
Legislative Acts of the Russian
Federation, which are expressed

in setting excessive requirements

for installation (replacement)

of energy accounting devices in

the energy effectiveness increase
programs approved by the federal

and regional exccutive authorities.

The Company’s activities for risk

minimization are as follows:

« applications monitoring and prognoses
on intercom replacement (installation)
in order to forecast the volume of
applications and obligations of the
company’s network for the following year;

o preventive development of energy
effectiveness increase programs;

o coordination of programs with
the regional governments;

e advanced training of technical
personnel to reduce the metering
device installation terms.

3. The risk of building by large
consumers of JSC IDGC of

the North-West the alternative
electricity supply and generating
facilities and the refusal of the major
consumers from the payment system
for electricity transmission.

The Company’s activities for risk

minimization are as follows:

e constant monitoring of reports on the
execution of contracts for generating

facilities' technological connection to

networks of JSC IDGC of the North-West;

¢ monitoring of information sources
on network and the generation
projects at large consumers;

o active work with consumers aimed at the
formation of mutually beneficial relations.

4. Risks of significant growth in overdue
accounts reccivables and growth of
uncollectible receivables for electricity
transmission services associated with
disagreements with consumers on

the use of branch-specific legislation

in terms of payments for electricity
transmission services. Overdue
receivable for electricity transmission
services have the greatest unit weight in
the structure of the Company’s accounts
receivable and have the greatest impact
on its financial results. Moreover, the
impact of this risk shows itselfin the
need to attract credit resources in
connection with the shortfall of funds
from contractors, in a tough schedule of
payments to the Company's suppliers,
payroll, taxes and other payments.

The Company’s activities for risk
minimization are as follows:

« ongoing analysis of disagreement
causes during the coordination of the
transmitted electricity volume;

« developing the short-term action
plans to eliminate the causes of
conflict with customers;

o developing the action plan-schedule
to reduce accounts receivable for
clectricity transmission services
and control over its execution;

« gaining judicial practice and creating
positive precedents in the events where
a consumer wrongfully litigates its
ownership of delivery points (c.g. denial
of public utilities' performers to fix
the electricity amount consumed by
common house needs or determined
by common house accounting unit).

Regulatory risks
Risks of the tariff and

industry regulation

Risks of the tariffand
industry regulation are:

1. Risks of non-recognition by regional
agencies of the Company's full
expenditures included in the tariff for
electricity transmission, which may

be caused by limiting the growth of
the electricity tariff fixed at the federal
level. This risk entails the impossibility
of total compensation of JSC IDGC
of the North-West economically
reasonable expenses and limitation of
the equity investment amount in the
development of the electric grid.



The Company’s activities for risk
minimization are as follows:
o cooperating with regional bodies of
tariff regulation for establishment
of economically sound tariffs
which compensate for all expenses
of the Company and ensure the

implementation of the investment
program to the necessary extent;

o implementing the balanced policy

on the costs formation.
2. Risks of revenue reduction from the
process of technological connection
due to the significant increase in the
number of privileged consumers and the
value of a connected power compared
to the planned ones, due to changes
in the legislation at the federal level.

A revenue reduction risk due to
decreasing volumes of connecting
power in the consumers' applications
for technological connection as a
result of crisis or the increasing tariff
for technological connection.

The Company’s activities for risk
minimization are as follows:

o monitoring the applications for
technological connection;

o forming a technological connection
forecast with the purpose to predict the
applications' volume and the following
year company commitments;

o monitoring federal and regional
development programs;

o performing the program improving
consumer confidence in the
Company by explaining the whole
process of technological connection
(information at the official site);

o creating a Customer Service Centre.

Risks of technological connection as a
result of the work done for JSC IDGC
of the North-West are negligible.

3. Risks of the antimonopoly legislation
violation recognition in terms of
provision of electricity transmission
services, and in the provision of
technological connection services.

The Company’s activities for risk
minimization are as follows:

o timely processing the consumers’
applications and complaints;

« enforcing strict regulations and
control for timely disclosure of
information in accordance with the
laws of the Russian Federation;

o existence of an internal regulation
defining the activities performed
by each structural unit.
4. Risk of non-controllable prices
change in the electric power and
capacity wholesale market upwards
exceeding the value built into the cariff
for indemnification of losses of the
electric power by a regulating body.

The Company’s activities for risk
minimization are as follows:
o timely appealing to the regulatory body

for inclusion in the rate of falling costs
due to increased prices in the WMEP.

o control of bills for sales organizations
in order not allow the overestimation
of the value and losses cost;

o identifying and eliminating the
freelance consumption;

o implementing the plan for transmission
loss enhancement measures;

The probability of such

risks remains high.

Financial risks

Currency and interest rate risks
1. Risks of higher interest rates for
the use of actually involved and
newly attracted credit resources.

Asaresult of the ongoing global
economic crisis there is instability in
capital and credit markets in a number
of the most economically developed
countries. Several major international
financial institutions are in the state
of bankruptcy, takeover by other
financial institutions and/or receive
financial support from the state.

Despite the measures taken or to be
taken by the Russian government

to stabilize the situation due to the
volatility in world capital and credit
markets, including the Russian
Federation, there is an economic
uncertainty about the credit availabilicy
and cost both for the Group and its
counterparties. Economic uncertainties
may persist in the near future.

Since for the implementation of its
core business JSC IDGC of the North-
West provides the debt financing,
there are risks of higher interest

rates for use of actually involved and
newly attracted credit resources.

The Company’s activities for risk
minimization are as follows:

o diversifying the credit portfolio
by creditor banks;

o creating a free credit limic under the credit
agreements signed in more than one bank;

o signing credit agreements which
stipulate the right of early repayment
without forfeit penalty commonly used
by the Company if the bank begins

to unduly raise the interest rate.
Currency risks connected with
upward changes in the major world
currency rate and influence on the
financial condition of the Company
are assessed as negligible. To reduce the
risk of world currencies appreciation
influence, the Company considers
the possibility of replacing foreign
manufacture equipment used in
some investment and repair projects
for analogs produced in Russia.
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Inflation risks

Inflation’s negative impact on the
financial and economic activity of

the Company may be expressed in

the receivable devaluation with a
significant delay or default of payment,
increase in prices for accessories,
equipment and other inventory used
by the Company in its activity.

The Company’s activities for risk
minimization are as follows:

o working with regulators in setting
tariffs for the next year to account the
inflationary cost increases in the tariff;

o making tender procurements
of materials and services.

o optimize costs through the
development and implementation of
the cost management program;

e optimizing the accounts
receivable management;

o Increasing the turnover of
circulating assets.

The probability of negative
consequences for the Company
during the fulfillment of the relevant
measures is estimated as low.

Risks connected with non-
performance of obligations

by counterparties

The presence of unscrupulous vendors
in the market, specific character of
purchased products, short fulfillment
time can lead to the realization of the
risks associated with the failure by
suppliers of goods (works, services) to
perform their obligations and hence
the accounts receivables growth.

The Company’s key measures to reduce

these risks are aimed at minimizing
the advance payments under contracts
with suppliers, maintaining the
register of unscrupulous vendors

by continuous monitoring of the
timing and cost of the planning and
conduct of procurement procedures.

Risks of default in investees
commissioning

These risks are part of the financial
risks and can be caused by faulty
mistakes in planning the investment
program, agreement terms delay and
individual development program
approval in various authoritics, long
delays in obtaining land, obtaining
building permits, consumer rejection
of technological connection.

The Company takes all measures

to minimize the risks associated
with the investment activity aimed
at compliance with the rules of the
investment programs approval and
rules for control over investment
programs implementation by the
Ministry of Energy of the Russian
Federation. The system of investment
programs realization and financing
control, including the weekly control
is in effect. Local regulations on
capital construction and investment
program planning are developed.
The measures aimed at timely
material support and time and
quality observances of contracting
organizations are performed.
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Operational and

technological risks

1. Impact on the development

pace of the Company's power grid
facilities may have a risk of raising the
prices for equipment, materials and
contracting organizations' services
used by the Company in its activities
by their suppliers and contractors.

The Company's activity to minimize
the risks is aimed at maintaining
the competitive environment in the
works and services procurement area:
o establishing the KPIs that increase

the transparency of procurement,

control of grounding of unregulated
procurement part increase;

o controlling the compliance with the
number of procedures carried out in
various ways in the planned values;

o developing technical specifications drafts
for design and survey works, installation
and construction works, works of
operational and repair activities on the
basis of standard technical specifications;

o expert groups and Procurement
Commission control the time limits for
expert evaluation of the procurement
participants' applications (offers).

2. Risks concerned with the equipment
ageing and fixed assets depreciation,
the possibility of adverse changes

in the industry, operation of the
equipment with maximum deviation
from standard technical requirements,
opcrational pcrsonncl errors, omissions
dispatch schedule and discipline. These
factors can lead to risks of ensuring
safe operation of industrial facilities
and, consequently, the violation of
legislation in the field of industrial and
fire safety, risk of consumers” power
supply system violation resulting

from the accidents at substations and
network sections, risks of injury of third
persons and Company's personnel.

The Company’s activities for risk
minimization are as follows:

o reconstruction of working
network facilities;

« modernization;

o development of networks to improve
redundancy in emergency situations;

o insurance of property, hazardous facilitics,
vehicles, liability insurance, staff from
accidents and diseases, as well as medical
insurance, pre-certification training of
employees operating the equipment;

constant control of the equipment
condition and compliance with operation
rules for power plants, equipment,
buildings and structures operation;

analysis of the causes and background
of emerging risk events, advanced
training and certification of workers;

expanded program of injury prevention of
third parties (placing preventive materials
in the media, carrying out preventive
cognitive-game measuresin  children’s
recreational institutions, safety lessons in
educational institutions, broadcasting of
videos about child injury and electrical
accident prevention, production of visual
propaganda materials about the danger
of unassisted interference in the work of
the electric power plant equipment, etc.).

3. Risks connected with disruptions
in the work of information systems
due to faults that imply the
suspension of functional divisions
users, whose work is provided by IS
data, loss of information stored in
databases, including management
(accounting, tax accounting)
databases. These risks are estimated
by the Company to be insignificant.

The Company’s activities for risk
minimization are as follows:
o organizing the backup power

supply of IS server hardware;
« organizing the backup intelligence link;
e implementing the faule-

tolerant system software;

e organizing Service desk in the
Company's subdivisions;

o implementing the imposition and
platform control equipment;

o organizing the data centre for
industrial air-conditioning systems;

o organizing the data back-up measure;

e organizing the virus protection.

Juridical (legal) risks

Legal risks are typical for JSC IDGC of
the North-West as well as for any other
business entity carrying out activities in
the territory of the Russian Federation.
First of all, the legal risks due to specifics
of the current legislation, its changes,
the ambiguity in interpretation of
regulations, presence of conflicting
court rulings on similar issues.

Legal risks connected with the
ambiguous interpretation of the tax
and levy legislation, probability of
changes in the order, rates, terms of tax
accrual and payment, changes in the
legislation on joint stock companies and
corporate governance are not essential

for JSC IDGC of the North-West.

Constant monitoring of changes in
the legislation and judicial practice
allows us to plan the financial

and business activities taking

into account such changes.

The accounting service in
conjunction with the legal support
service work in the field of tax base
calculating methodology and their
compliance with the applicable laws
is under control. Preliminary legal
examination of corporate procedures,
operations and transactions of

the Company is carried out.
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Production Activities
of the Company

Types of Production
Activities of the
Company

To gain profit and satisfy its own
needs, JSC IDGC of the North-West
has the right to carry out any activities
allowed by the law, including:

« rendering of electricity
transmission services;

o operational and process management;

o rendering of services for technological
connection of energy receiving devices
(electrical installations) of legal entities
and individuals to electric networks;

o collection, transfer and processing of
technological information, including
measurement and accounting data;

o control over safe maintenance
of consumers’ electrical
installations connected to the
Company’s electric networks;

o activities related to electric
networks operation.

Today the Company’s main task is

to arrange efficient management of
the distribution grid system of the
North-West, avoidance of networks
wear and tear, energy shortage and
unconstraint consumers’ connection.

Key Performance Indicators
The main production activity of JSC IDGC of the North-

West is rendering of electricity transmission services.

Based on the work resules in 2010, the Company’s network supply amounted to 43,735
million kWh, energy transmission — 40,752 million kWh, electric energy loss — 6.8%.

Indicators of the Company’s networks electricity transmission in 2010

Network

Branch/IDGC of cansmission, million

the North-West million KWh
Arkhenergo 4114 3602 513 12.46

Vologdaenergo 9193 8748 445 4.84

Karelenergo 7 671 7 294 376 4.90

Kolenergo 11 180 10 828 352 3.15

Komienergo 5871 5238 633 10.78

Novgorodenergo 3755 3367 389 10.35

Pskovenergo 1950 1674 276 14.14

IDGC of the North-West 43735 40752 2983 6.82

Dynamics of the volume of services rendered to end users (boiler net
supply) for 3 years is presented by branches in the table below:

Volume of electricity transmission
services rendered, million kKWh

Increase/ Increase/

decrease decrease

2008 2009| 2010 by 2008 by 2009
million million

Branch/IDGC of

the North-West

Arkhenergo 3580 3332| 3452 -248| -0.07 120| 0.04
Vologdaenergo 9404| 7956| 8748| -1447| -0.15 792| 0.10
Karelenergo 7451| 6796| 7285 -655| -0.09 489| 0.07
Kolenergo 11586|10441| 10736| -1145| -0.10 295| 0.03
Komienergo 5453| 5372| 5212 -81| -0.01 -160 | -0.03
Novgorodenergo 3253| 3170| 3363 -84| -0.03 193] 0.06
Pskovenergo 1607| 1608| 1674 1| 0.00 66| 0.04
IDGC of the

North-West 42335|38675|40471| -3659| -8.6| 1796| 4.6

In 2009, there was a sharp decrease as compared to the indicators in 2009

in the net transmission and energy
transfer compared to 2008. Reduced
production was due to the crisis
caused by the decline in production
and, consequently, reduced electricity
consumption by large users.

Based on the work results of JSC IDGC
of the North-West in 2010, the volume
of electricity transmission services
amounted to 40,471 million kWh, which

(38,675 million kWh) was 1,792 million
kWh or 4.6 % higher. Such growth

was the result of after-crisis restoration
of industry facilities' operation. The
lower volume of rendered services was
observed in JSC Komienergo of JSC
IDGC of the North-West only. This was
due to the exclusion in 20100f last mile
volumes from the service contract with
CJSC Evraziyskaya Energeticheskaya
Kompaniya, which concluded a direct
electricity transmission contract

with JSC FGC UES with regard to

the objects mentioned. The resulting
volume of services for the last mile
objects electricity transmission

of JSC Komienergo amounted to

224.2 million kWh in 2010.
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The Company’s networks energy losses in 2010

Energy losses

Increase/ Increase/
2008 2009 2010 | decrease by 2008 | decrease by 2009

il A - B PG B
the North-West kWh kWh kWh kWh

Arkhenergo 13.52 12.74 12.46 -0.78 -0.28

Vologdaenergo 440 4.47 450 5.36 445 4.84 10 0.89 -5 -0.52

Karelenergo 368 4.71 379 5.28 376 4.9 11| 0.57 -3| -0.38

Kolenergo 438 3.62 374 3.43 352 3.15 -65| -0.19 -22| -0.28

Komienergo 630 10.34 654 10.79 633 10.78 23 0.45 -20| -0.01

Novgorodenergo 362 10.01 365 10.32 389 10.35 3 0.31 24| 0.03

Pskovenergo 263 13.97 266 14.17 276 14.14 2| 0.20 10| -0.03

IDGC of the North-West 3062 6.70 2997 7.14| 2983 6.82 -65| 0.44 -14| -0.32

Performance of the business plan with regard to non-
exceeding of energy losses level for 2010:

_Target 2010 Actual 2010

Steady decrease of energy losses at

the networks of JSC IDGC of the
North-West has been shown through
2008-2010. In 2009 the loss percentage

increased by 0.4 due to sufficient drop Branch/IDGC of ---
of electric energy network supply. the North-West kWh kWh

Actual energy losses at the networks Arkhenergo 12.92 12.46 -0.45
of JSC IDGC of the North-West Vologdaenergo 452 5.26 445 4.84 -8 -0.42
amounted to 2,983 million kWh or Karelenergo 383 5.36 376 4.90 -7 -0.45
6.8% of network supply in 2010. As Kolenergo 415 3.78 352 3.15 -63 -0.63
compared to 2009, with the network Komienergo 638 10.53 633 10.78 -5 0.25
supply growth by 4.3%, the Company's Novgorodenergo 359 10.16 389 10.35 30 0.19
overall losses reduced by 14 million Pskovenergo 269 1416 276 14.14 71 0.2
kWh or by 0.32% in relation to electric IDGC of the

energy network supply. Slight increase North-West 3027 7.18 2983 6.82 -44 -0.36
oflosses in JSC Novgorodenergo and

JSC Pskovenergo was due to the growth

ofload losses in branches” networks. Energy Saving and Approved Target Figures for
The Company’s Board of Directors Energy Effectiveness Energy Saving and Energy

has established for 2010 a target loss Increase Effectiveness Increase

figure of 7.18% (3,027 million kWh.). In accordance with Order of the
Actual energy losses are 44 million
kWh or 0.36% lower than those

established by the business plan.

In accordance with Federal Law
No. 261-FZ on Energy Saving and
Energy Effectiveness Increase and

Government of the Russian Federation
No. 340 on the Procedure of Setting

of Requirements to Programs for
Making Amendments to Separate

Legal Acts of the Russian Federation
JSC IDGC of the North-West started

Energy Saving and Increase of Energy
Effectiveness of Organizations, which
Carry Out Regulated Activities

developing a long-term program for
energy saving and energy effectiveness
increase in the Company’s branches.

0f15.05.2010, regional executive
authorities, which in accordance

with the Legislation of the Russian
Federation on state regulation of prices
(rates) regulates prices (rates) for goods
(services) in 2010, developed and
approved requirements to the programs
of energy saving of organizations,
which carry out regulated activities.



The programs for energy saving and
increase of energy effectiveness of the
Company’s branches shall be complied
with the requirements set thereto.

Programs are aimed at achievement of
new target indicators, characterizing:

o loss level reduction;

« reduction of energy resources consumption
for production and economic needs.

Energy saving and energy effectiveness
increase programs include the
following target indicators:

o reduction of specific consumption

of energy resources for production
and economic needs;

o provision with accounting devices for
points where energy resources are supplied
for production and economic needs;

o provision with electricity meters in
the electric energy retail market.

2010 Target Indicator Figures, Degree of Achievement
Regional executive authorities in the field of tariff regulation when approving tariffs
for electricity transmission at distributive networks of JSC IDGC of the North-West
for 2010 have accepted target indicators characterizing the loss level reduction.

Target indicator figures, energy loss reduction for 2010 and the degree of
achievement in the Company's branches are shown in the table below.

thousand thousand
Branch kWh kWh

Arkhenergo 517 099 13.18 512797 12.46
Vologdaenergo 452248 5.26 444747 4.84
Karelenergo 384 631 5.28 376 177 4.90
Kolenergo 499 650 4.45 351 867 3.15
Komienergo 637710 10.42 633 053 10.78
Novgorodenergo 358 650 10.12 388 607 10.35
Pskovenergo 271757 14.52 275725 14.14

Losses reduced mainly due to measures
taken in order to reveal non-accounted
consumption. The effect in this area was
21,356 million kWh. Measures taken

to reveal non-contractual consumption
also contributed to this reduction.

The effect in this area was 11.25

million kWh. Reduction of technical
losses resulted from fulfillment of
organizational arrangements amounted
to 13,089 million kWh and technical
arrangement to 4,942 million kWh.
The largest effect was shown in JSC
Vologdaenergo, JSC Karelenergo,

and JSC Kolenergo. In the branches
mentioned, in addition to loss relative
value reduction, a sufficient effect of loss
absolute value reduction was achieved.
In JSC Kolenergo favorable with regard
to losses reduction 110 (150) kV network
modes of work developed in 2010.

In JSC Novgorodenergo and JSC
Komienergo the actual value of energy
losses exceeded the target one. Here,

in JSC Komienergo loss relative value
reduction was due to exclusion of 224.2
million kWh for last miles objects
(CJSC Evraziyskaya Energeticheskaya
Kompaniya) for both supply to and from
the network. When including specified
volumes in the branch's balance sheet,
actual losses volume in 2010 will amount
10.39% (with the target value of 10.53%).

Causes of increase/decrease of
electric energy losses are more
detailed in the part of the chaprer,
where energy losses are described.
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Approved target indicators of energy saving and energy effectiveness increase and
the degree of their achievement in JSC IDGC of the North-West.

Target value

2009 2010 (target) 2010 (actual)
Approved target indicators Measurement units | (actual)

RUR mln,
including VAT 4199.63 4960.96 18.13 4929.40 -0.64
million kWh 2996.77 3027.36 1.02 2983.25 -1.46
Energy losses, including % to FA 7.14 7.18 0.45 6.82 -4.95
RUR mln,
substations’ own needs million kWh 98.86 100.90 2.07 97.17 -3.70
Consumption of resources for
economic needs, including RUR mln,
by resources types including VAT 353.95 386.70 9.25 398.35 3.01
RUR mln,
including VAT 348.73 380.58 9.13 392.27 3.07
Fuel and energy, including ton of reference fuel | 43 286.43 41587.16 -3.93% 43 421.05 4.41%
RUR mlin,
including VAT 273.62 294.94 7.79 298.94 1.36
thousand kWh | 94 495.19 89221.34 -5.58 93 533.42 4.83
thousand kWh per
Electric energy sq.m. of premises area 0.11 0.10 -5.58 0.11 4.83
RUR mlin,
including VAT 73.52 83.15 13.09 91.16 9.64
Geal|  67692.39 67 089.10 -0.89 70 505.87 5.09
Geal per sq.m. of
Thermal energy premises area 0.18 0.18 -0.89 0.19 5.09
thous. cub. m
(Gceal) 23.05 24.18 4.90 23.20 -4.04
RUR mln,
Hot water supply including VAT 0.90 0.92 1.58 0.95 3.32
thous. cub. m 281.03 236.01 -16.00 238.76 1.17
RUR mln,
Cold water supply including VAT 4.32 5.21 20.59 5.13 -1.49
thous. cub. m 583.84 763.40 30.76 625.32 -18.09
RUR mlin,
Natural gas including VAT 1.59 2.49 56.25 2.17 -12.96
Equipment with the account
of economic needs, including
by resources types % 86.00 100.00 16.28 100.00 0.00
Electric energy % 90.00 100.00 11.11 100.00 0.00
Thermal energy % 78.00 100.00 28.21 100.00 0.00
Hot water supply % 66.00 100.00 51.52 100.00 0.00
Cold water supply % 80.00 100.00 25.00 100.00 0.00
Natural gas % 100.00 100.00 0.00 100.00 0.00
Provision with electricity meters in the
electric energy retail market, including % 31.06 33.04 6.37 32.75 -0.88
commercial accounting within the
limits of balance pertain of a DGC % 80.34 85.11 5.94 85.11 0.00
pes. 99 576.00 109 353.00 9.82 102 728.00 -6.06
commercial accounting at electric % of received
units of consumers (under FZ-261) applications 100.00 100.00 0.00% 100.00 0.00%
commercial accounting
automation % 0.76 0.82 8.12% 0.88 7.43%
technical accounting % 41.66 41.66 0.00% 41.66 0.00%
technical accounting automation % 8.41 8.56 1.85% 8.59 0.32%

Financial Expenses for
Energy Saving and Energy
Effectiveness Increase

Expenses for Energy Saving and Energy Effectiveness Increase of the Company

Branch/IDGC of
the North-West

Repair program,

RUR thous. (without VAT)

Special control programs
of the investment program.
RUR thous. (without VAT)

Expenses for p ‘j.formla“cc, Og. | Arkhenergo 176 124 12 487
ar a“:{gcmcms > directlyor (‘i“. frectly ; Vologdaenergo 263854 14767
aimed at energy saving and increase o Karelenergo 113 663 84788
energy effectiveness of the Company,
) ) Kolenergo 157 496 6146
are set forth in the repair program -
. Komienergo 276 574 60 356
and special control programs
. Novgorodenergo 102 384 44083
of the investment program.
Pskovenergo 137 235 32168
IDGC of the North-West 1565923 254795
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Energy Resources Consumption for Production and Economic Needs
Planned values of energy resources consumption for production and economic needs in physical and value
terms are given in the Energy Resources Consumption for Production and Economic Needs Table
| 2010]
Branch/IDGC of Measurement -- Deviation
the North-West Description units Target | Actual value, %
Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 386450 | 398350 3
RUR thous.* 294938 | 298941 1
electric energy thousand kWh 89221 93533 5
RUR thous.* 83 145 91 163 10
thermal energy Gecal 67 089 70505 5
RUR thous.* 4959 5129 3
cold water supply thous. cub. m. m 247 238 -4
RUR thous.* 917 948 3
hot water supply thous. cub. m 24 23 -4
RUR thous.* 2 491 2168 -13
IDGC of the North-West natural gas thous. cub. m 763 625 -18
Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 103 800 99 480 -4
RUR thous.* 96030| 92500 -4
electric energy thousand kWh 18 672 19 404 4
RUR thous.* 6210 5570 -10
thermal energy Gecal 4710 3786 -20
RUR thous.* 597 597 0
cold water supply thous. cub. m 11 11 0
RUR thous.*
hot water supply thous. cub. m
RUR thous.* 970 810 -16
Arkhenergo natural gas thous. cub. m 403 309 -23
Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 73 670 67520 -8
RUR thous.* 58400| 50732 -13
electric energy thousand kWh 20978 20048 -4
RUR thous.* 14 440 15790 9
thermal energy Geal 15 329 15111 -1
RUR thous.* 770 937 22
cold water supply thous. cub. m 26 33 27
RUR thous.* 50 60 20
hot water supply thous. cub. m 2 2 0
RUR thous.*
Vologdaenergo natural gas thous. cub. m
Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 22750 24750 9
RUR thous.* 17 640| 20262 15
electric energy thousand kWh 9520 10203 10
RUR thous.* 4 650 3931 -15
thermal energy Geal 3360 4226 26
RUR thous.* 330 399 21
cold water supply thous. cub. m 18 19 6
RUR thous.* 130 160 23
hot water supply thous. cub. m 4 5 25
RUR thous.*
Karelenergo natural gas thous. cub. m
Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 28100 21360 -28
RUR thous.* 16109 20382 27
electric energy thousand kWh 6724 7 041 5
RUR thous.* 11121 13910 25
thermal energy Geal 8 440 9246 10
RUR thous.* 870 980 13
cold water supply thous. cub. m 84 91 8
RUR thous.*
hot water supply thous. cub. m
RUR thous.*
Kolenergo natural gas thous. cub. m
Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 80250 89494 12
RUR thous.* 39123 43718 12
electric energy thousand kWh 12 136 14 560 20
RUR thous.* 38 604 43569 13
thermal energy Geal 28500 31929 12
RUR thous.* 1490 1328 -11
cold water supply thous. cub. m 49 42 -14
RUR thous.* 741 727 -2
hot water supply thous. cub. m 18 16 -11
RUR thous.* 290 152 -48
Komienergo natural gas thous. cub. m 89 45 -49
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Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 40290 42 680 6
RUR thous.* 36150 38316 6
electric energy thousand kWh 10 405 10 464 1
RUR thous.* 2420 2710 12
thermal energy Gecal 1947 1303 -33
RUR thous.* 499 456 -9
cold water supply thous. cub. m 35 15 -57
RUR thous.*
hot water supply thous. cub. m
RUR thous.* 1223 1192 -3
Novgorodenergo natural gas thous. cub. m 266 267 0
Energy resources, supplied based on
delivery (purchase) contracts Total: RUR thous.* 37 600 39150 4
RUR thous.* 31487 | 33030 5
electric energy thousand kWh 10784 11 813 10
RUR thous.* 5700 5678 0
thermal energy Geal 4803 4905 2
RUR thous.* 400 432 8
cold water supply thous. cub. m 22 26 18
RUR thous.*
hot water supply thous. cub. m
RUR thous.* 12 14 17
Pskovenergo natural gas thous. cub. m 5 4 -20
* amount specified with VAT; and economic needs were related e change of actual natural and climatic
to the following factors: conditions, having an effect on

Main reasons of deviation of cost energy resources consumption;

and volumes of energy resources o deviation of actual tariffs

o application of calculation methods to
determine energy resources volumes.

consumption for production from planned cost;

Financial Expenses for

Arrangement of Ener gy Provision Provision
Resources Accounting Bra D 0 expenses, expenses,
Arrangement e No i

Expenses for installation/modernization

of energy resources meters at 196 points pes. | RUR thous. pes.| RUR thous.
of energy resources supply under the Arkhenergo 39 269 39 120
Plan of Installation/Modernization of Vologdaenergo 88 1124 88 1036
Electricity and Thermal Capacity, Cold Karelenergo* 0 0 0 0
and Hot Water, Natural Gas Meters at Kolenergo 37 3018 37 2078
objects of production and economic Komienergo 6 13 6 10
needs objects of JSC IDGC of the Novgorodenergo* 0 0 0 0
North-West amounted to RUR3,721.25 Pskovenergo 26 787 26 477
thous., without VAT. Those are more IDGC of the North-West 196 5211 196 3721
detailed in the Table Expenses for

Provision of Ener gy Resources Supply * energy resources meters were installed in full before fulfillment of installation

Points of JSC IDGC of the North-West measures was arranged, so expenses were not envisaged in 2010.

with Accounting Systems in 2010:

Expenses for implementation of the Program of perspective development
of electric energy accounting systems in the retail market in 2010

Branch/IDGC of Cost (repair
the North-West LS oo gram) 2010 1tz
0 0

Arkhenergo 0

Vologdaenergo 21358 0 21358
Karelenergo 0 0 0
Kolenergo 0 0 0
Komienergo 0 0 0
Novgorodenergo 1149 0 1149
Pskovenergo 0 5587 5587
IDGC of the North-West 22507 5587 28 094




Provision with accounting
devices for points where
energy resources are
supplied for production

and economic needs

For the purposes of Art.13 of Federal
Law No.261-FZ on Energy Saving

and Energy Effectiveness Increase and
Making Amendments to Separate Legal
Acts of the Russian Federation, the

Plan of Installation/Modernization of
Electricity and Thermal Capacity, Cold
and Hot Water, Natural Gas Meters

at production and economic needs
objects of JSC IDGC of the North-West
has been developed and approved, in
accordance with which meters had to
be installed/modernized at all points

of arelevant energy resource supply.

The level of provision with energy
resources meters before and after
implementation of the Installation/
Modernization Plan is given

in the Provision with Energy
Resources Meters Table:

Enerey resource Measurement Provision
gy Units in 2009

IDGC of the North-West

Actual
provision as

0f01.01.2011

Electric energy % 90 100
Thermal capacity % 78 100
Cold water supply % 80 100
Hot water supply % 66 100
Natural gas % 100 100
Arkhenergo
Electric energy % 77 100
Thermal capacity % 92 100
Cold water supply % 100 100
Hot water supply % 100 100
Natural gas % 100 100
Vologdaenergo
Electric energy % 76 100
Thermal capacity % 33 100
Cold water supply % 60 100
Hot water supply % 43 100
Natural gas % Not used Not used
Karelenergo
Electric energy % 100 100
Thermal capacity % 100 100
Cold water supply % 100 100
Hot water supply % 100 100
Natural gas % Not used Not used
Kolenergo
Electric energy % 100 100
Thermal capacity % 28 100
Cold water supply % 57 100
Hot water supply % 40 100
Natural gas % Not used Not used
Komienergo
Electric energy % 90 100
Thermal capacity % 78 100
Cold water supply % 80 100
Hot water supply % 66 100
Natural gas % 100 100
Novgorodenergo
Electric energy % 100 100
Thermal capacity % 100 100
Cold water supply % 100 100
Hot water supply % Not used* Not used*
Natural gas % Not used Not used
Pskovenergo
Electric energy % 100 100
Thermal capacity % 75 100
Cold water supply % 100 100
Hot water supply % 67 100
Natural gas % 100 100

*in order to account hot water consumption thermal capacity and cold water supply meters are used.




62

ANNUAL REPORT of JSC IDGC of the North-West as of the end of 2010

Energy Loss Reduction
Measures
A set of measures aimed at optimization

(reduction) of losses level has been
implemented in JSC IDGC of the

North-West under the priority direction.

Asaresult of implementation of a set
of measures for losses optimization
in 2010, the total effect amounted

to 39.618 million kWh or 0.09

% of delivery to network.

Main arrangements for energy losses
reduction for 2010 are listed below.

As aresule of implementation of
measures, aimed at non-technical
losses reduction, the effect amounted
to 21.356 million kWh. Such reduction
was achieved due to fulfillment of
measures aimed at reveal of non-
accounted consumption. Reduction

of technical losses at the expenses of
organizational arrangement fulfillment
was 13.089 million kWh and technical
arrangements 4.942 million kWh.

Reduction of losses has been
achieved due to implementation of
the following main arrangements:

Replacement of branches of 0.4 kV OL
to buildings. 1.153 thous. pcs. of 0.4 kV
OL branches to buildings were replaced
during the accounting year with a naked
wire on a self-supporting insulated wire
(SIW). Such arrangements are carried
out along with putting of meters on
buildings’ faces and allow avoiding
possible non-accounted consumption of
clectric energy, unauthorized access to
accounting circuits, external exposure
on correct operation of a meter, access
of the personnel of a grid company

and a capacity supply company to

take houschold users' readings, ctc.

Technical check of electric energy
accounting complexes. During 2010
technical (instrumental) checks were
conducted at 505.03 thous. electric
energy accounting complexes. Based
on the results of the arrangements
specified, violations were revealed and
eliminated at accounting complexes,
which allowed to reduce losses by
21.352 million kWh, non-accounted
(non-contractual and unaccounted)
consumption of 32.621 million kWh
revealed. Under accounted electric
capacity is calculated under extra-charge
acts in accordance with the regulatory

2010 Plan for losses reduction was 100% fulfilled.

Description of a measure Loss reduction,
P million kWh

Measures for reduction of electric

energy technical losses 18.263
Replacement of capacity transmission lines cables 1.579
Replacement of branches from

0.38 kV OL to buildings 0.106
Replacement of overloaded/

underloaded transformers 1.226
Switching off of transformers at 2 transformer

substations and seasonal load substations 10.092
Equalization of load of phases in 0.4 kV networks 0.261
Installation and putting into operation

of capacity-factor correction units 0.200
Installation and putting into operation of AVR

devices at load tap change transformers 0.005
Optimization of 6-35 kV lines disjunction

points with double-way feed 0.006
Optimization of disjunction points

of contours of electric networks with

nominal voltage of 20 kV and lower 0.007
Optimization of load by putting into

operation of auxiliary generators 1.025
Reduction of consumption for substations' own needs 2.724
Downsizing of 0.35-35 kV distribution lines 0.801
Other measures 0.231
Measures for reduction of non-technical energy losses 21.356

and legal acts of the Russian federation
from the moment of the last technical
check or by the period of limitation
(not exceeding 3 years). Thus, electric
energy net supply for 2010 included
kWh, lost during previous years.

Arrangement of the system of technical
accounting of electric energy at IDGC
of the North-West main substations.
In order to initiate more detailed
analysis of reasons of increased losses,
their localization and elimination, the
works on equipment of auxiliary electric
energy technical accounting points
were carried out. Thus, 1.562 thous.
accounting complexes were installed,
replaced or repaired during 2010.

1. Taking of control reading from
calculation electric energy accounting
complexes. In order to determine the
volume of the electricity transmission
service rendered, the personnel of JSC
IDGC of the North-West every month
visits household users and carries out
taking of control readings from meters
installed for entities. There are over
1,419.8 thous. of houschold users supply
points and 150.3 thous. entities supply
points (including in the network of

adjacent territorial grid organizations)
within the operational activity area of
JSCIDGC of the North-West. Readings
taking arrangements were carried out

in 2010 at IDGC of the North-West
facilities with the following regularity:
household users — once a quarter (over
364.1 thous. accounting points per
month); legal entities — for meters,
installed ac JSC IDGC of the North-
West objects — every month (over 7.845
thous. accounting points per month),

at consumer’s objects — once a quarter
(over 47.915 thous. accounting points
per month). Over 5,038.3 thous. checks
of correct reading and reliability of
meters’ reading information submitted
were carried out, which increased the
volume of net supply and, therefore,
reduced account losses of electric energy

by more than 21.356051 million kWh.

2. Development of the Program
of Perspective Development

of Accounting Systems of the
electric energy retail market. The
Program has been agreed on by JSC
IDGC Holding, approved by the
Company’s Board of Directors on
22.02.2011 (Minutes No.71/11).




Information on Executed Non-Accounted Consumption Acts

Claims filed Cases won

pes| ™illion| RURmIn|  pes| RURmIn|  pes| RURmin|  pes| RURmin

I O\
w

Total 2354 22.0 235 2452 21.0 - - -
Legal entities 851 13.3 6.6 881 5.2 - - -
Individuals 1503 8.7 16.9 1571 15.8 - - -

Information on Executed Noncontractual Consumption Acts

Claims filed Cases won

Total 1952 60.9 2686.7 1765 2560.1 415 152.8 330 150.4
Legal entities 568 51.7 134.8 470 16.1 75 149.3 71 148.5
Individuals 1384 9.2 2551.9 1295 2544.0 340 3.5 259 1.9

Information on Partial or Full Restraint on Electric Energy Consumption for
Non-Payer Users by Applications of Power Supply Companies

Number of
applications | ful-
sent by PSC | filled Not fulfilled by a grid compan
blank ride of a brigade with-| PSC
including by reason of out restraint execution | cancel
| including[ |
pCs

objects
included in
the List...
unavail-| of Appen-
able dix6of| con-
techni-| PP ofthe nection avoid-
cal abil- Russian to net- ance
ity to | Federation works of con-
Branch/IDGC of switch| No.530 of of other| total,| by fault| by fault| sumer’s
the North-West pcs off | 31.08.2009 owners pcs | of DGC | of PSC| access
Arkhenergo 2044| 657| 55 11 5 1 17 21 - 17 4| 1332
11
Vologdaenergo 133771597 97 82 8 7| 683
Karelenergo 773| 347| 11 4 - - - 7 - - 7| 415
Kolenergo 605| 229 376
Komienergo 1968| 811 39 7 - - 13 19 - 3 16| 1118
Novgorodenergo 2566| 471 - - - - - - - - -1 2095
Pskovenergo 1819| 316| 31 16 - - - 6 - - 6| 1472
IDGC of the 18
North-West 23152 (4428|233 38 5 1 30 135 0 28 40| 491
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Proceedings from Electric Energy Transmission Services Rendered

The total amount of revenues from electricity transmission services rendered by JSC
IDGC of the North-West in 2010 was RUR29,909 million.

Amount of Revenues for Electric Energy Transmission Service Broken Down by Branches

Branch/IDGC of

Approved business plan

Average tariff,

Average tariff,

the Norch-West N e | Revenues wich | (| NESPPY] Revenues with| ST

million kWh | VAT RURmIn | "R jp 1wk | million kwh | VAT RURmIn | g iyg /1w
Arkhenergo 3311 4262 1.10 3 452 4291 1.06
Vologdaenergo 8 149 5697 0.62 8748 5595 0.56
Karelenergo 6770 4176 0.54 7285 4152 0.50
Kolenergo 10 425 4169 0.35 10736 4137 0.34
Komienergo 5404 5986 0.94 5212 5789 0.94
Novgorodenergo 3172 2797 0.77 3363 3013 0.78
Pskovenergo 1630 2835 1.49 1674 2932 1.50
IDGC of the North-West 38 861 29922 0.67 40471 29909 0.64

As compared to the target values, the actual volume of electricity transmission in 2010 increased by 1,610 million kWh or
4.1%, revenues reduced by RUR13 million or 0.04% against the target values. Revenues’ reduction was mainly due fixed cost
of the electricity transmission services, rendered to the consumers, who sclected a double-rate tariff for settlements.

Consumers’ Debt to a Grid Company for Electric Energy Transmission Services Rendered and
Grid Company’s Debt for Acquisition of electric energy to Compensate for Losses

Consumers’ debt

Accounts Receivable Accounts Payable

Debt of a grid company
for acquisition of

Debt of a grid company
for acquisition of

for electricity Consumers’ debt for electric energy to electric energy to
transmission services | electricity transmission| compensate for losses compensate for
as of the beginning of servicesas of theend | asofthebeginningof| lossesas of the end of
the year, RUR mln,| ofthe year, RUR mln, the year, RUR mln, the year, RUR mln,
including VAT including VAT including VAT including VAT

Branch/IDGC of . - - -
the North-West Not
accepted
for
accounting accounting
Accepted byagrid| Accepted| byagrid
for| company for| company
Including Including | accounting (losses | accounting (losses
that under that under under under
Arkhenergo 860.9 559.4 519.1 3.7 72.4 42.5 9.1 60.8
Vologdaenergo 12079 822 878.3 223.5 43.4 - 59.6 10.4
Karelenergo 816.2 485.5 1075.8 493.6 60.9 1.05 124.4 24.1
Kolenergo 565.8 - 522.3 - 31.1 - 28.6 -
Komienergo 1130.9 744.6 507.4 23.4 142.9 82.4 155.8 32.2
Novgorodenergo 62.0 - 99.8 - -0.09 - 18.2 -
Pskovenergo 80.5 - 140.8 - 16.9 - 0 -

IDGC of the

North-West 4724.2 2611.4 37435 744.2 367.5 125.9 395.8 127.6

Accounts receivable for electricity transmission services as of 01.01.2010 was RUR4,724.2 million, including
debt under dispute RUR2,611.4 million. Accounts receivable for electricity transmission services at the
end of the year was RUR3,743.5 million, including debt under dispute RUR744.2 million.



In 2010 debt under dispute reduced
by RUR1,867 million, including:
o RUR1,047 million — payment of

enforcement orders under won legal
claims for debt under dispute for 2009;

o RURS588.6 million — making of
adjustment records to book keeping,
related to lost legal claims for debt
under dispute with CJSC Evraziyskaya
Energeticheskaya Kompaniya for 2009.

Remaining debt under dispute is
currently under proceedings.

Accounts payable for acquisition of
electric energy to compensate for the
Company’s losses as of 01.01.2010 was
RUR367.5 million, including debt under
dispute RUR125.9 million. Accounts
payable of the Company for acquisition
of electric energy to compensate for the
Company’s losses as of the end of the
year was RUR395.8 million, including
that under dispute RUR127.6 million.

Expenses of JSC IDGC of the North-West for Payment
of Services Rendered by JSC FGC UES in 2010

The Company’s expenses for payment of services of JSC FGC UES
in 2010 amount to RUR7,096,480 thous. (without VAT).

Volumes of ren- :
d : Expenses for payment of services
ered services

B TOM YHUCAC

Branch/IDGC of Net s Cost of !
the NOl‘th-WeSt ﬂ P?Clty services of n(il'matl?’e
ow from osses in
uneG| J SCS(E;;: 0%;\;&? UNPG
Installed| network, . ’| networks,
voltage,| thousand RUR RUR
MW kWh thous. thous.
Arkhenergo 308| 1516532 510302 324995 185 307
Vologdaenergo 1151| 7841719| 1473275| 1213479 259796
Karelcnergo 1012 4117763 1305012| 1066762 238 250
Kolenergo 1403| 6044603 1715200| 1479359 235 841
Komienergo 675 2713011 1076856 711 875 364981
Novgorodenergo 467| 2869292 605902 492 556 113 346
Pskovenergo 324| 1686480 409 933 341 634 68299
IDGC of the
North-West 5340|26789401| 7096480| 5630659 | 1465821

Dcbras of 01.01.2010 was 421.65 RUR mln and as of 31.12.2010 578.56
RUR mln. Debt increase at the end of the year is related to the growth of
tariffs for services of JSC FGC UES as compared to 2009. JSC IDGC of
the North-West does not have any overdue debt to JSC FGC UES.
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Tariffs for Electric
Energy Transmission
Services

In the reporting year the Company’s
tariff policy was directed at ensuring
of profitable operation of the
Company. In 2010 tariffs for electricity
transmission services for consumers

of JSC IDGC of the North-West’s
branches were established by:

o Order of the Tariff and Price Department
of the Arkhangelsk Region No.77-¢/4
0£28.12.2009 for JSC Arkhenergo
of JSC IDGC of the North-West;

o Order of the Regional Energy Committee
of the Vologda Region No.485 of
28.12.2009, with amendments No.84
0£07.2010 for JSC Vologdaenergo of
JSCIDGC of the North-West;

o Order of the State Energy and Tariff
Regulation Committee of the Republic
of Karelia No.203 of 02.12.2009, with
amendments No.71 0f 09.07.2010 and
No. 81 0f 31.08.2010 for JSC Karelenergo
of JSC IDGC of the North-West;

o Order of the Tariff Regulation Directorate
of the Murmansk Region No. 45/2 of
23.12.2009, with amendments No.31/1
0£30.04.2010 for JSC Kolenergo of
JSCIDGC of the North-West;

o Order of the Tariff Service of the Komi
Republic No.113/10 0f15.12.2009, as with
amendments No.41/1 of 08.07.2010 and
No.64/1 0f 01.10.2010 for JSC Komienergo
of JSC IDGC of the North-West;

e Order of the Price and Tariff Policy
Committee of the Novgorod
Region No.48/8 0f 24.12.2009
for JSC Novgorodenergo of JSC
IDGC of the North-West;

o Orders of the State Tariff Committee
of the Pskov Region No. 49-¢ of
30.12.2009 for JSC Pskovenergo
of IDGC of the North-West.

Along with the tariffs for clectricity
transmission services, Resolution of
the Price and Tariff Policy Committee
of the Novgorod Region No.48/8
0f24.12.2009 established long-

term regulation parameters of JSC
Novgorodenergo of JSC IDGC of the
North-West for the period 2010-2012,
calculated using the return on invested
capital method (Regulatory Asset Base —
RAB). Therefore, JSC Novgorodenergo
was the first of the branches of J[SC
IDGC of the North-West, which

started to use a new progressive long-
g
term tariff regulation method.

RAB is notable for establishment

of tariff parameters for a long term-
term regulation period from three to
five years. Generation of investments
in the development of the capacity
supply neework complex is secured by a
guarantee of return on the investments
and the rate of return on the invested
capital determined in advance. Here,
significant volume of capital investments
is financed at the expense of non-

tariff sources, which prevents from
tariffs growth and reduces load on
consumers. Application of RAB also
encourages increasing ofoperational
eﬂiciency, costs reduction, ensuring
reliability and high quality of the
services rendered. With the obvious
advantages and proven efliciency of
the new long-term tariff regulation
taken into account, the Company is
planning to switch all branches of JSC

IDGC of the North-West to RAB.

During 2010, it was agreed wicth JSC
Vologdaenergo and JSC Pskovenergoto
to switch to RAB from 2011. With

the obvious advantages and proven
efficiency of the new long-term tariff
regulation taken into account, the
Company is planning to switch

all branches of JSC IDGC of the
North-West to RAB in the future.

There was a wide variation of tariffs

for electricity transmission services
across the regions, accountable to
JSCIDGC of the North-West. High
differentiation is due to different
balance of voltage levels. Branches with
predominantly low voltage clectric
networks, for instance JSC Pskovenergo,
had higher tariffs, which was caused

by higher cost of electric networks
maintenance, as compared to branches
with predominantly high voltage
electric networks like JSC Kolenergo.

Average tariffs for electricity transmission services
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Kolenergo* — information on JSC Kolenergo branch based on the distorted balance




Besides, the Tariff Regulation
Directorate of the Murmansk Region
(hereinafter referred to as TRD) when
making tariff decisions for 2010 to
calculate regional tariffs for clectricity
transmission services applied electric
energy (voltage) balance, which
differed from actual the clectric energy
balance in the region with regard to
the differentiation by voltage levels,
which resulted in tariff proceedings

of JSC Kolenergo lowered by RURI
billion; thus the average tariff of JSC
Kolenergo in the diagram below is
specified in two versions: calculated
based on the TRD’s expert opinion and
the one obtained as result of TRD’s
application of distorted balance.

All the information below is also
presented in two versions: based on a
tariff decision and distorted balance of
the Murmansk Region (in brackets).

Approved tariffs ensured in aggregate
surplus of tariff proceedings by 6%
(2%) up to RUR26.6 (25.53) billion.
Here, federal factors accounted for
42.2 % (43.9%) of essential gross
revenues (hereinafter referred to

as EGR), regional factors — 57.8%
(56.1%) of EGR, 8.3% (8.9%) of which
constitute expenses for payment

to territorial grid companies.

With regard to tariff regulation in
2010, an increasing impact of the
investment component of a tariff for
electricity transmission should be
emphasized. Regulating authorities of
the North-West tariffs for transmission
services put to EGR of JSCIDGC

of the North-West over RUR2.8
billion of the investment component,
which is 15% less than in 2009.

Surplus of regional factors to tariff revenues (2010 vs. 2009), RUR mln

3000 [

2500 [

2000 |

1500 [

1000

500

-47 RUR min -1,65%

[268 RUR mIn +5,82%

-64RURmMIN-2,11%

-133RURmMIN-7,2%

292RUR min +21,09%

||
-55 RUR min -3,6%

Arkhenergo

|
50 RUR min +10,82%

Vologdaenergo

Karelenergo

-1207 RUR mIn -65,31%

Kolenergo

Kolenergo*

Komienergo

Novgorodenergo

Pskovenergo

Kolenergo* — information on JSC Kolenergo branch based on the distorted balance

2009 2010

including including

Total return on Total return on

investments capital|  investments capital

in atariff,| investments, inatariff,| investments,

Branch RUR mln RUR mln RUR mln RUR mln
Arkhenergo 404.7 126.0 278.3 0
Vologdaenergo 577.9 0 588.9 11.0
Karelenergo 310.1 136.8 309.4 118.5
Kolenergo 399.1 194.5 222.6 0
Komienergo 780.6 408.5 408.5 150.0
Novgorodenergo 503.9 158.9 439.6 94.6
Pskovenergo 322.9 100.6 446.3 224.5
Total 3299.2 1125.3 2807.1 598.6
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Organization of Technological Connection

Regulatory Base for Technological Connection

o Federal Law No. 35-FZ on Electric Energy
Industry 0f26.03.2003 (heep://www.
mursksevzap.ru/files/clients/35.doc).

o Resolution of the Government of the
Russian Federation No.861 on Approval of
Regulations for Free Access to Electric Energy
Transmission Services and Rendering of
These Services, Regulations for Free Access
to the Operational Dispatch Management
Services in the Electric Energy Industry and
Rendering of These Services, Regulations
for Free Access to the Wholesale Market
Trading System Administrator’s Services and
Rendering of These Services and Regulations
of Technological Connection of Energy
Receiving Devices (Electrical Installations)
of Legal Entities and Individuals to Electric
Networks, 0f27.12.2004 (htep://www.
mrsksevzap.ru/files/clients/861.xtf).

Resolution of the Government of the
Russian Federation No. 14 on Approval
of Regulations for Settlement of Disputes

Arising Out of Installation and Application
of Fees for Technological Connection and
(or) Tariff Rates Set by State Prices (Tariffs)
Regulation Authorities to Determine

the Amount of Such Fees (Standardized
Tariff Rates), of 09.01.2009 (heep://www.
mursksevzap.ru/files/ clients/14.pdf).

Resolution of the Government of the Russian
Federation No. 674 on the Procedure of
Review of Disagreements Arising Between
Executive Authorities of Subjects of the
Russian Federation in the Sphere of State
Tariff Regulation, Organizations, Which
Carry Out Regulated Activities, and
Consumers, of 05.11.2003 (heep://www.
mursksevzap.ru/files/clients/674.pdf).

Resolution of the Government of the
Russian Federation No. 492 on Substantial
Terms and Conditions and the Procedure
of Settlement of Disagreements Related

to the Right to Enter into Contracts

for Capacity Grid Facilities, Included

in the Unified National (All-Russian)
Capacity Grid, 0f15.06.2009 (heep:/www.
mrsksevzap.ru/files/clients/492.doc).

Resolution of the Government of

the Russian Federation No. 977 on
Investment Programs of Electric Energy
Industry Subjects, of 01.12.2009.

e Order of the Ministry of Energy of the
Russian Federation No. 56 on Organization of
works at the Ministry of Energy of the Russian
Federation on Control for Implementation
of Investment Programs of Electric Energy
Industry Subjects, of 02.09.2008 (heep://
www.mrsksevzap.ru/files/ clients/S6.pdf).

o The Land Code of the Russian Federation,
Article 89 of the Lands of Electric Energy
Industry (hetp://base.consultant.ru/
cons/cgi/online.cgizreq=doc;base=LAW
:n=95743;1d=134;dst=4294967295).

o Resolution of the Government of the
Russian Federation No. 486 on Approval
of Regulations for Determination of Sizes
of Land Plots Designated for Overhead
Capacity Transmission Lines and Capacity
Transmission Poles, Which Service Electric
networks, of 11.08.2003 (heep://www.
mrsksevzap.ru/files/clients/486.pdf).

o Resolution of the Government of the
Russian Federation No. 98 on Approval
of Regulations to Monitor Application of
Fees for Technological Connection and (or)
Standardized Tariff Rates, Determining the
Amount of Such Fees, of 09.02.2009 (heep://
www.mrsksevzap.ru/files/clients/98.pdf).

o Order of the Ministry of Industry and
Energy of Russia No. 216 on Approval of
Methodological Recommendations for
Establishment of Preliminary Capacity
Delivery Parameters of Generating Facilities
under Construction (Reconstruction)
Under Normal Energy System Operation
Modes, Accounted When Determining
Payment For Technological Connection
of such Generating Facilities to Capacity
Grid Facilities, of 30.04.2008 (htep://www.
mrsksevzap.ru/files/clients/216.pdf).

o Order of the Russian Federal Service
for Ecological, Technical and Nuclear
Supervision (RosTechNadzor) No. 212 on
Approval of the Procedure for Organization
of works to Issue Electrical Installations
Operating Permissions, of 07.04.2008 (heep:/
www.mrsksevzap.ru/files/clients/212.pdf).

o Letter of RosTechNadzor No. KP-
24/756 on Application of the Procedure
for Organization of works to Issue
Electrical Installations Operating
Permissions, of 15.07.2008 (heep://www.
mursksevzap.ru/files/clients/756.pdf).

e SP 31-110-2003 Design and Assembly

of Electrical Installations of Residential

and Public Buildings (approved by
Resolution of the Russian Federation

State Committee for Construction,
Architectural and Housing Policy (Gosstroy)
No. 194 0£26.11.2003) (htep://www.
mirsksevzap.ru/files/clients/194.pdf).
Instruction on the Procedure of Agreement

of Application of Electric Boilers and
Other Electrical Heaters (approved by

the Ministry of Fuel and Energy of Russia
on 24.11.1992) (heep://www.mrsksevzap.
ru/files/clients/inser_92.pdf).

Order of the Ministry of Energy of Russia
No. 280 on Approval of the Instruction

on Lighting Protection Installation for
Buildings, Structures and Industrial

Urilities, of 30.06.2003 (heep://www.
mrsksevzap.ru/files/clients/280.pdf).

Federal Law No. 41-FZ on State Regulation of
Tariffs for Electricity and Heat in the Russian
Federation, of 14.04.1995 (* Document
becomes invalid upon full enforcement

of FL on Electric Energy Industry);

Order of the Government of the

Russian Federation No. 109 on
Electricity and Heat Pricing in the
Russian Federation, 0f 26.02.2004.
Order of the Federal Tariff Service (FTS)
of Russia No. 365-¢/5 on Approval

of Methodological Instructions for
Determination of the Amount of

Fees for Technological Connection to
Electric Networks, of 30.11.2010.

Order of FT'S of Russia No. 89-¢/1

on Approval of the List and Forms of
Documents, Submitted for Review of
Disagreements Related to State Regulation of
Tariffs for Electricity and Heat, 0£23.09.2004.

With regard to information disclosure

by electric capacity markets subjects:
Resolution of the Government of the
Russian Federation No. 24 on Establishment
of Standards for Information Disclosure

by Wholesale and Retail Electric Capacity
Markets’ Subjects, 0f21.01.2004.

Order of the Federal Antimonopoly Service
(FAS) of Russia No. 224 on Approval of
Regulations for Review of Applications

for Contestation of a Refusal to Provide

with Information, as Specified in the
Standards for Information Disclosure by
Wholesale and Retail Electric Capacity
Markets’ Subjects, 0£29.09.2005.

The Code of the Russian Federation on
Administrative Violations, Article 19.8.1

Non-Provision of Data or Provision

of Knowingly False Information on
Their Activities by Natural Monopolies
and (or) Utility Providers..
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Information on Implementation of Customer Service Standards
Customer Service Centers of JSC IDGC of the North-West are
responsible for complex service of electricity consumers and maintenance

of unified service standards. Today 23 Customer Service Centers where

52 people work are successfully operating in all seven branches.

Branch/IDGC of Number of Customer Service Centers (CSC)
the North-West as 0of 01.01.2011

Arkhenergo 2 CSCs (Arkhangelsk, Severodvinsk)
Vologdaenergo CSC (Vologda)
Karelenergo 3 CSCs (Petrozavodsk, Kem, Sortavala)
Kolenergo 3 CSCs (Murmashi, Murmansk, Apatity)
6 CSCs (Syktyvkar (3 CSCs),

Komienergo Ukhta, Vorkuta, Pechora)
4 CSCs (Velikiy Novgorod, Borovichi,

Novgorodenergo Valday, Staraya Russa)
Pskovenergo 4 CSCs (Pskov, Velikie Luki, Opochka, Bezhanitsy)
IDGC of the North-West 23 CSCs

Besides, 113 experts responsible for
customer relations establishment carry
out customer service center’s functions
in the production departments.

Main functions performed by such
structural departments are as follows:
organization of work on registration,
processing and support of consumers’
applications to make service contracts
for electric capacity transportation,
technological connection, additional
paid services; organization of work

on creating the most comfortable
conditions for consumers,
implementation of a constant
interaction system with customers in
order to improve the quality of service;
organization of receipt, accounting,
analysis of customers’ complaints and
claims, sectlement of disagreements.

The following organizational and
administrative documents have been put
into effect to fulfill the abovementioned:

¢ 0n02.07.2010 Standard Analysis and
Assessment of Consumers’ Satisfaction was
approved and put into operation by Order
of JSC IDGC of the North-West No. 291.
The Standard specifies: the procedure
of communication channels and media
use when interacting with target groups,
the procedure of interaction of executive
subdivisions and Company’s branches
in the course of collection, analysis and
usc of information. Besides, it provides
methods of analysis of information,
obtained during study of the Company’s
customers’ expectations and requirements.

e on 01.11.2010 terms and subdivisions
responsible for submission of reporting
data when determining and calculating
indicators of rendered services' quality
were established by Order of JSC IDGC of
the North-West No. 530 on Execution of
Order of the Government of the Russian
Federation No. 1220 on Establishment of
Indicators of Reliability and Quality of
Products Supplied and Services Rendered
Applied When Determining Long-Term
Tariffs, of 31.12.2009, as well as by Order
of the Ministry of Energy of Russia No.
296 on Establishment of Methodological
Instructions on Calculation of The Level
of Reliability of Products Supplied and
Services Rendered for Unified National
(All-Russian) Capacity Grid Management
Organizations and Territorial Grid
Organizations, of 29.06.2010.

on 09.11.2010 terms and channels of
publication and submission of information,

as well as people responsible for submission
of information to be disclosed were
determined by Order of JSC IDGC of

the North-West No. 551 on Disclosure

of Information in Accordance with

Order of the Government of the Russian
Federation No. 24 on Establishment of
Standards of Information Disclosure by
Wholesale and Retail Electric Capacity
Markets Subjects, 0f21.01.2004.

e 0on 16.11.2010 customers’ poll was put
in place on a permanent basis in all
customer service centers starting from
01.12.2010 by Letter of JSC IDGC
of the North-West No. 52-06/7660
on Conduction of Customers’ Poll in
Customer Service Centers, PD and DZ.

Efficient customer feedback is a tool,
which allows to solve arising questions
related to the Company’s activity,
including those related to technological
connection (TC) within the terms
established by regulatory documents.
Disclosure of TC information, in
particular, location of index maps

and information on the load of main
substations on the Company’s websites,
clear competent consultations of

the Company’s personnel given by
requests of consumers, had contributed
greatly to making the situation in

the regions serviced by JSC IDGC

of the North-West less tense.
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To effectuate customers’ feedback, For
Customers Section at websites of the
Company and all branches is used in
full. This Section contains information
in the territory of service and services
rendered, tariffs and prices set for the
services rendered, customer service
centers, customer feedback forms,

as well as contact information for
consumers. Any interested person can
freely access the information mentioned.

Special attention is given to the
informational content of special

Section Technological Connection. In
accordance with Order of JSC IDGC of
the North-West No. 365 on Measures for
Execution of Order of the Government
of the Russian Federation No. 334 of
21.04.2009 of 07.08.2009, such Section
was fully updated. Technological
Connection Section provides consumers
with easily accessible procedure of
technological connection, all normative
and legal base, standard document
forms, criteria of technical possibility

of technological connection. The list of
standard questions and answers for the
most common situations one can face
with within the Company's activity,

has been developed and applied.

In order to achieve efficient customer
feedback system, formation and
further improvement of the system

of on-site and off-site service, the
Customer Relations Sector of IDGC
of the North-West has developed an
interactive questionnaire EVALUATE
OUR WORK, which under the
uninterrupted poll taking mode has
been posted on the Company’s website
since 24.11.2010. Each quarter based
on the poll results, in accordance with
Standard Analysis and Assessment

of Customers’ Satisfaction, a study

of the information received is carried
out, which allows to take measures to
improve the quality of service, expand
potential additional services. It is
planned to post information on poll
results on the Company’s website. From
posting of the interactive questionnaire
on the website at the end of 2010 (a
little more than for one month) 46
customers’ questionnaires were received.

Since January 2011 Complaints and
Claims Accounting and Accounting
of Additional Paid Services
automated systems have been put
into operation at all branches of

JSC IDGC of the North-West.

The complaints and claims accounting
automated system allows to improve

the customer service level, reducing
terms for making management decisions
with regard to customers’ applications
due to quick submission, completeness
and reliability of information, which
fully complies with the Quality Policy
of JSC IDGC of the North-West.

Implementation of automated
accounting and control over APS
contracts’ execution makes it
possible to organize this work,

while the integration of the APS
accounting automated system with
the corporate informational system
of tax and book keeping accounting
increases efficiency of the personnel’s
performance. Corresponding of such
counteragents with book keeping
helps to avoid manual posting of
data from one system to another.

Information on
Technological Connection
Tariffs for 2010 and
Approval of Tariffs for 2011
In accordance with Federal Law No.
41-FZ on State Regulation of Tariffs
for Electricity and Heat in the Russian
Federation, of 14.04.1995, executive
authorities of the constituent entities
of the Russian Federation in the
sphere of state tariff regulation set

fees for technological connection

to distribution electric networks.

In 2010 investment component
tariffs for technological connection
were established at five branches of
JSCIDGC of the North-West — JSC
Arkhenergo, JSC Vologdaenergo,
JSC Karelenergo, JSC Komienergo
and JSC Pskovenergo.

In JSC Kolenergo Resolution of the
Tariff Regulation Directorate of

the Murmansk Region No. 8/1 of
10.03.2010 canceled valid tariffs for
technological connection with the
investment component starting from
01.04.2010 (excepr for the tariff for
technological connection of energy
receiving devices of legal entities and
individuals up to 15 kW). Payment
under contracts for technological
connection to a capacity over 15 kW
was established on a case-by-case basis.

In]JSC Novgorodenergo tariffs for
technological connection without the
investment component were established
by Resolution of the Price and Tariff
Committee of the Region No. 49 of
25.12.2009. When complying with the
technical requirements by the branch
with regard to justified requirements

to strengthening of the existing electric
grid (construction of new capacity
transmission lines, substations, increase
of lines and wires sections, replacement
or increase of transformers voltage,
expansion of distribution of devices,
installation of voltage regulators in
order to ensure reliability and high
quality of electric energy) to connect
to one power supply source of energy
receiving devices with the capacity of
over 100 kW, and to two power supply
sources of energy receiving devices
with the capacity of over 15 kW, due

to connection of new facilities, the
amount of payment is established
based on an individual project.
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The Tariff and Price Agency of the
Arkhangelsk Region established new
tariffs for technological connection of
applicants’ energy receiving devices with
a capacity of up to 8,500 kW inclusive
with the account of the investment
component for JSC Arkhenergo, by
Resolution No. 22-¢/1 of 16.07.2010.

Tariffs for technological connection

of applicants’ energy receiving devices
with a capacity of up to 650 kW inclusive
with the account of the investment
component for JSC Vologdaenergo

of JSC IDGC of the North-West

were established by Resolution of the
Regional Energy Committee of the
Vologda Region No. 69 of 30.04.2010.

Order of the State Tariff Committee
of the Pskov Region No. 24-¢ of
03.11.2010 cancelled tariffs for
technological connection with the
investment component, except for
the tariff up to 15 kW, effective in
2010, starting from 01.01.2011.

In]JSC Novgorodenergo of JSC IDGC
of the North-West in 2010 the tariff for
technological connection of applicants’
energy receiving devices with a capacity
of up to 100 kW inclusive for the

level of voltage of 0.4-10 kV with the
account of the investment component
by Resolution of the Price and Tariff
Policy Committee of the Novgorod
Region No. 25 of 30.04.2010.

Also in 2010 for JSC Komienergo the
Tariff Service of the Komi Republic
established tariffs for technological
connection of applicants’ energy
receiving devices with a capacity

of up to 750 kW inclusive with the
breakdown by components with

the account of the investment
component and with the breakdown
by technological connection zones, by
its Resolution No. 7/1 of 15.02.2010.

In 2010 based on Federal Law No.
187-FZ 0£26.07.2010 amendments
were made to Federal Law No. 35-

FZ on Electric Energy Industry
0£26.03.2003, in accordance with
which from January 1, 2011, the fees
for technological connection cannot
include the investment component to
cover expenses, related to development
of existing infrastructure, including
relations between objects of territorial
grid organizations and objects of

the unified national (All-Russian)
capacity grid, except for expenses for
construction of capacity grid facilitics,
from existing capacity grid facilities

objects to associable energy receiving
devices and (or) electric energy industry
objects. Expenses included in the

fees for technological connection are
established by the federal executive
body in the sphere of tariff regulation.

In 2010 by Order of FTS of Russia
No. 365-¢/5 0f 30.11.2010 changes
to the Methodological Instructions
for Determination of the Amount of
Fees for Technological Connection
to Electric Networks were made.

In 2011 previously established tariff
rates for technological connection
with the investment component in
JSC Arkhenergo, JSC Vologdaenergo,
JSC Karelenergo and JSC Komienergo
were prolonged. In JSC Kolenergo, JSC
Novgorodenergo and JSC Pskovenergo
tariffs for technological connection are
established on a case-by-case basis.

Not all tariffs currently effective in
the territory of service of JSC IDGC
of the North-West for technological
connection of applicants’ energy
receiving devices satisfy the interests
of JSC IDGC of the North-West.

In addition, there are currently
disagreements in establishing of tariffs
for fees for technological connection
based on an individual project by
authorized executive bodies in the
sphere of state regulation. With the
complexity of the situation taken into
account, JSC IDGC of the North-
West carries out a close dialog with
executive authorities of constituent
entities of the Russian Federation in
the sphere of tariff regulation in order
to establish economically justified
fees for technological connection.

In 2009 by Order of the Government
of the Russian Federation No. 334 of
21.04.2009 amendments were made
to the Regulations for Technological
Connection of Energy Receiving
Devices of Electricity consumers,
Electric Capacity Generating Facilities,
as well as Capacity Grid Facilities
Owned by Grid Organizations

and Other Persons, to Electric
networks, approved by Order of

the Government of the Russian
Federation No. 861 27.12.2004.

In this regard, at all regions, where JSC
IDGC of the North-West carries out

its activity, for applicants making an
application for technological connection
of energy receiving devices with the
capacity not exceeding 15 kW inclusive
(with the previously connected capacity

taken into account) the cost under the
contract for technological connection
is RUR550 (including VAT), provided
that the distance from the applicant’s
land plot’s borders to the capacity grid
facilities of JSC IDGC of the North-
West of a voltage class required by

an applicant, is less than 300 meters

in cities and urban settlements and

less than 500 meters at rural areas.
Technological connection of applicants’
energy receiving devices with a capacity
of up to 15 kW inclusive for connection
point for RUR550 (including VAT)
causes, in its turn, shortfall in income
of the Company, which arise during
execution of obligations on mentioned
applicants’ connection. Nevertheless,
JSCIDGC of the North-West carries
out connection thereof in accordance
with the applicable legislation.

Volumes and tariffs for technological
connection, applied for to the tariff
regulation authority in reporting

2010 and for 2011, and tariffs for
technological connection are set forth in
Appendix No. 11 to the Annual Report.
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Volume of Demand for
Technological Connection

Dynamics of Changes in Demand
18,574 applications for technological
connection of applicants’ energy
receiving devices for the total capacity
0f965.04 MW were filed in JSC

IDGC of the North-West in 2010.
13,220 applications for technological
connection of applicants’ energy
receiving devices for the total capacity
0f763.83 MW were filed in JSC

IDGC of the North-West in 2009.
10,892 applications for technological
connection of applicants’ energy
receiving devices for the total capacity
0f 1,295.7 MW were filed in JSC IDGC
of the North-West in 2008. Thus, the
number of applications filed in 2010
increased by 5,354 as compared to
2009 and by 7,682 as compared to
2008. Increase of the total number of
applicants who applied for technological
connection to electric networks of JSC
IDGC of the North-West was mainly
due to the growth of applications
submission for technological
connection of energy receiving devices
with a capacity of up to 15 kW.

Moreover, in 2010 8 applications
were filed in JSC IDGC of the North-
West for technological connection

of generating facilities for the total
capacity 0f 221.9 MW. JSC IDGC of
the North-West prepared and sent to
applicants 8 drafts of contracts for
technological connection of capacity
generating facilities (based on the
application of the current year), 2
contracts of which for the total capacity
of 194 MW were made in 2010.

To carry out technological connection
of applicants’ energy receiving

devices with a capacity of up to 15

kW inclusive, 16,968 applications for
the total capacity of 165.7 MW were
filed in 2010, 11,395 applications for
technological connection of applicants’
energy receiving devices for the total
capacity of 89.3 MW were filed during
the same period 0f2009. The growth

of the number of applications filed was
67.2%, of capacity requested 53.9%. The
increase in the number of applications
for technological connection of
applicants’ electrical installations

with the capacity of up to 15 kW was
due to the amendments made to the
Technological Connection Regulations.

Technological Connection Activity Analysis
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Technological Connection
Activity Results for 2008-2010
During 2010, 15,509 contracts for
technological connection of applicants'
energy receiving devices for the total
capacity of 293.5 MW were made. The
number of contracts for technological
connection of applicants' energy
receiving devices in 2009 amounted to
10,088 for the total capacity of 341 MW.
As compared to 2009, the number of
contracts for technological connection
for 2010 increased by 5,421, the growth
was 35%, the capacity volume decreased
by 46.4 MW or by 16%. The increase

in the number of contracts signed is
due to the ongoing growth of demand
for applicants’ energy receiving devices
technological connection services

with the connected capacity of energy
receiving devices up to 15 kW.

Technological connection volumes
depend on the current condition and
plans on the economic development of
regions, where branches of JSCIDGC
of the North-West are located. Wich
the necessity of construction of new
facilities in the course of consumers’
connection taken into account, the
terms of implementation of separate
(large) connection projects can be

up to 2-3 years. Here, the volume of
connected capacity is accounted in
the year of the project completion.

8,229 contracts for technological
connection of applicants’ energy
receiving devices with the total capacity
0f 157.8 MW were executed in 2010; of
them 6,326 contracts with individuals
for public living needs for the total
capacity of 52.1 MW. 6,430 contracts for
technological connection of applicants'
energy receiving devices with the total
capacity of 214.3 MW were executed

by JSC IDGC of the North-West in
2009; of them 4,758 contracts with
individuals for public living needs

for the total capacity of 32.5 MW.

Number of TC Number of TC Number of TC
applications applications applications
filed in 2008 filed in 2009 filed in 2010
with the with the
total total
capacity capacity
National economy of (N)
industr kW DCS
Individuals 6554 42 183 9555 74206 13818 | 136784
Electric power
industry
(generation) 140| 138900 8| 69275 8| 221895
Electric power
industry (TNO’s
electric networks) 132| 91950 164 80109 116| 291999
Non-ferrous and
ferrous metallurgy 3| 127000 2| 61000 0 0
Petrol, chemical
and petrochemical
industry 78| 90743 88| 48733 47| 40401
Machinery and
metalworking 3 3 665 5 890 9 506
Forest,
woodworking,
pulp and paper,
glass, porcelain
industry 234 | 104913 132| 43040 89 57 005
Construction
materials industry 40| 207 682 17 6062 15 3785
Light, food, flour-
and-cereals and
feed mill industry 21 6707 16 3351 36| 10769
Other industries 198| 43650 114| 65609 53| 12878
Agriculture 141| 25254 93 11 463 181| 26381
Transportation 78 6060 84| 59128 68| 38651
IT and
communication 355 4 857 257 1755 299 6956
Trade, catering,
storage facilities,
logistics. 569 91 458 624 35172 524 14 468
Other commercial
organizations 221 28 785 233 16 083 369 26205
Housing and
utilities sector 267| 80298 264| 59943 146 6170
Residential
construction 468| 105615 259| 56439 216| 69 353
Budget
organizations 261 39702 410| 42862 504| 51149
Other 1269 194551 903 97 983 2084| 171581
1391 1050
Total by industries 4 478 790 3673| 758897 4764 152
Total with 1433 1186
individuals 11 032 973 13228| 833103 18 582 936
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All money from the technological
connection CONEracts is spent to execute
these contracts. The major part of the
money is spent on the development of
electric networks, i.e. new construction,
modernization and reconstruction.

Volumes of technological connection
facilities put into operation in 2010
amounted to 462.06 km of lines and
82.4 MVA of transformer capacity,

in 2009 volumes of facilities put into
operation amounted to 223 km of lines
and 136.4 MVA of transformer capacity.

Analyzing the structure of
applications submitted for 2008,

it should be noted that the most of
them fall on the following areas:

o manufacturing (14%);

o clectric power industry (generation) (10%);
o ferrous and non-ferrous industry (9%);

« housing construction (7%).

« forest, woodworking, pulp and
paper, glass industry (7%);

o other (10 %).

The number of technological connection applications by industryin 2008-2010, MW
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Connection for the for the
Category total total
Description capacity capacity

of (N) of (N)
up to 15 kW, total 16798 | 163 699 169 1946 1 4
from 15 to 100
kW, total 790 41575 200 13 252 1 60
from 100 to
750 kW 245 62080 251 88 747 2 1128
over 750 kW 12| 186759 93| 254984 12| 150807
Total 17 845| 454113 713 | 358929 16| 151999

Analyzing the structure of
applications submitted for 2009,
it should be noted that the most of
them fall on the following areas:

o electric power industry (TNO's
clectric networks) (10%);

« individuals (9%);
o clectric power industry (generation) (8%);

o other (12%).

Analyzing the structure of
applications submitted for 2010,

it should be noted that the most of
them fall on the following areas:

o electric power industry (TNO's
clectric networks) (24.6%);

o clectric power industry
(generation) (18.7%);

o other (14.5%);

o individuals (11.5 %);

« housing construction (5.8%).

When analyzing the structure

of applications for technological
connection within the North-West
Federal District for 2008-2010, what
is of special interest is the negative
dynamics of the number of applications
submitted and requested capacity

at such key industries as petrol,
chemical and petrochemical industry
(reduction from 90.7 to 40.0 MW/);
forest industry (reduction from 105
to 57 MW); construction materials
industry (reduction from 207.7 to

3.9 MW) and housing construction
(reduction from 80.3 to 6.2 MW).
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Dynamics of Applications for Technological Connection up
15 kW (inclusive) and Requested Capacity in 2010
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In 1Q 0f2010 2,990 applications for technological connection
were filed, in 2Q - 4,107, in 3Q - At 13Q - 4,593, and in 4Q of 2010

5,288 applications for technological connection were filed.

The volume of the demand for technological connection and its satisfaction

for 2010 is provided in Appendix No. 12 to the Annual Report.

Dynamics of the Company’s Revenues from
Technological Connection Activity
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In 2010 revenues from technological
connection ofapplicants’ power units
to electric networks of JSC IDGC

of the North-West was 668 RUR
mln, as compared to 2009 revenues
increased by RUR171 million.

In 2009 reduction of revenues was due to
adjustment of large applicants’ plans on
putting into operation of new facilities,
resulted from the financial crisis. In 2010
revenues from technological connection
services increased due to improvement
of the economic situation in the country.

When carrying out its activity, JSC
IDGC of the North-West is first of all

focused on the customer. Thus, the
main attention is paid to the increase of
the customer service quality, including
by enhancement of services quality,
reduction of technological connection
terms, and fulfillment of applicant’s
technical arrangements by forces of

JSC IDGC of the North-West.

In order to control the technological
connection in JSC IDGC of the
North-West, the Automated System of
Consumers’ Technological Connection
program has been implemented.

Organization of
the Perspective
Development Process

Information on availability
of Agreements concluded
with Administrations of
constituent entities of

the Russian Federation
Currently all regions, where JSC IDGC
of the North-West facilities are located,
are getting ready to sign Agreements.
Agreements drafts are updated based
on the form suggested by JSC Holding
IDGC of the North-West. Kukhmay
A.M,, Director General of JSC IDGC
of the North-West made a relevant
order for preparation of updated
Agreements. Agreements are planned
to be signed in 1-2 quarters 2011.

Vologdaenergo

The Agreements on interaction between
the Government of the Vologda

Region and JSC RIO UPS of Russia

for development of the electric power
system in the Vologda Region and
ensuring of uninterrupted power supply
of consumers thereof (hereinafter
referred to as the Agreement) was signed
on 19.02.2008 in order to implement
measures aimed at prevention of
capacity deficiency, increase of reliability,
ensuring a possibility of connection of
new consumers to electric necworks.

In accordance with the Agreement

and the investment program of JSC
Vologdacenergo of JSCIDGC of the
North-West, 662.8 RUR mln of capital
investments were disbursed in 2010,
including that with regard to objects
under the Agreement — 135.3 RUR mln:

¢ 110 kV SS reconstruction Central
second phase —22.1 RUR mln,

e 110 kV SS reconstruction
Iskra — 21.6 RUR mln,

¢ 110 kV SS reconstruction
Zapadnaya — 17.8 RUR mln,

e 110 kV SS reconstruction
PS - 9.8 RUR mln,

¢ 35kV OL reconstruction
Vodorazdelnaya — 23.3 RUR mln,

¢ 35kV SS reconstruction Pakhomovskaya
of Vytegorsk District — 40.6 RUR mln,

o 110 kV SS reconstruction Lugovaya
Vologda City - 0.028 RUR mln
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Due to deficiency of financing
sources, the term of implementation
and putting into operation of the
following facilities was postponed:

o 110 kV SS Zapadnaya Vologda City —
reconstruction of ODS -35 kV, CDS-6
kV (under the long-term IPR expected
to be put into operation in 2013 2014);

35kV SS Mozhayskoe of Vologda District
- reconstruction of ODS-35 kV (SS is

expected to be put into operation in 2013);

110 kV SS Gryazovets — replacement of
transformers (10 MVA) with the increase
of SS installed capacity up to 50 MVA
(the investment project is not expected
to be implemented prior to 2015, the
implementation term was postponed);

110 kV SS Lugovaya Vologda City
— reconstruction of ODS-110 kV
with transformers replacement,
CDDEI-10kV (expected to be put
into operation in 2012-2014);

35kV OL construction Dymkovo-
Blagoveschenie of Velikiy
Ustyug Districtin 2014.

e In accordance with the Agreement
JSC Vologdaenergo of JSC IDGC of
the North-West is expected to putinto
operation the following facilities in 2011:

110 kV SS Iskra Cherepovets —
reconstruction of ODS-110 kV with
transformers replacement, CDDEI-10

kV, increase of SS installed capacity
up to 80 MVA - 274.4 RUR mln;

35kV OL Vodorazdelnaya of
Vytegorsk District — 35 kV OL

reconstruction — 34 km (che term

of putting into operation under the

Agreement - 2010) — 87.3 RUR mln

At the same time due to the lack

of financing sources, the following
capacities under the Agreement will
not be put into operation in 2011:

110 kV OL Suda-1.2 -
reconstruction of 110 kV OL;

110 kV SS Tarnoga - reconstruction
of ODS-110 kV with transformers
replacement, CDDEI-10 kV (expected
to be put into operation in 2012-2013);

35kV SS Novinkovskaya of Vytegorsk
District — reconstruction of ODS-
35kV, CDDEI-10 kV (expected to

be put into operation in 2014);

110 kV SS Vostochnaya Vologda City —
reconstruction of ODS-110 kV (expected
to be putinto operation in 2015);

110 kV OL Chagoda-Babaevo -
construction of new 110 kV OL

- 63 km (under the long-term IPR
construction and putting of the line

into operation is expected within

the period from 2014 to 2017).

The total sum of investments,
disbursed for facilities under the
Agreement in 2011, is expected to
amount to 368.9 RUR mln, including:

o Project of reconstruction of 110 kV OL
Sheksninskaya 1,2 with branch lines
on 110/10 kV SS Iskra, 110/10 kV SS
Zayagorba, 110/10 kV SS Nifantovo and
Sheksninskaya HPP - 5.0 RUR mln;

e 110 kV SS Zapadnaya Vologda
City - reconstruction of ODS-110
kV with transformers replacement,
ODS-35kV, CDS-6kV (expected
to be putinto operation under the
Agreement in 2010) - 2.2 RUR mln

To the fact the situation on territorial
planning of industry and housing
construction development in

the Vologda Region has changed
after signing of the Agreement,

and also due to the financial and
economic crisis, the necessity of
adjustment thereof occurred.

Work on adjustment of the Agreement
(developing suggestions with new
arrangements implementation terms)
has been currently carried out together
with the Energy Committee of the
Department of Construction, Industry
and Energy of the Vologda Region.

Kolenergo

The Agreement on interaction between
the Government of the Murmansk
Region and JSC RAO UES of Russia
for implementation of measures of

the power complex development in

the Murmansk Region (hercinafter
referred to as the Agreement) was
signed on 09.11.2007. The subject
thereof is mutual implementation of
Program of Ensuring of Reliability and
Development of the Power System in
the Murmansk Region for 2007-2012
(hereinafter referred to as the Program),
as well as other arrangements aimed

at prevention of capacity deficiency,
increase of reliability of power supply
of the Murmansk Region’s consumers
to ensure a possibility of connection of
new consumers to electric networks.

Under the Agreement specified and the
investment program of JSC Kolenergo
of JSC IDGC of the North-West,
44.711 RUR mln of capital investments
were disbursed in 2010, including:

¢ 35kV SS reconstruction No. 338 with
replacement of CDDEI-6 kV, 2x16 by
2x25 MVA transformers — 4 RUR mln;

e 110 kV SS reconstruction No. 31 with
replacement of T-1 transformer, B-110

kV installation and replacement of
35kV equipment — 8.9 RUR mln;
o reconstruction and technical

reequippment of power grid facilities

voltage 0.4-150 kV — 31.8 RUR mln.

The expected volume of capital
investment for 2010 amounted to 1,482
RUR mln, based on the performance
results in 2010, the Agreement has
been executed by 3%, actual execution
amounted to 44.7 RUR mln

2350 MVA SS capacities have been
put into operation with the target
one of 90 MVA, which is 26% and
on OL - 1.57 km with the target
length of 110 km, which is 1%.

Such failure was due to non-
performance of facilities adjustment
under the Agreement.

Administration of the Murmansk
Region did not accept suggestions

of JSC Kolenergo of JSC IDGC of

the North-West for adjustment of
Agreements. Requirements of the
Administration of the Murmansk Region
to maintenance of facilities under the
Agreement based on the initial version
are not objective due to the change in the
economic environment and consumers’
refusal from initial intentions.

Komienergo

The Agreement on interaction between
the Government of the Komi Republic
and JSC RAO UES of Russia for the
electric power system development in
the Komi Republic (hereinafter referred
to as the Agreement) was signed on
29.04.2008. No adjustments were made
to the Agreement as of 01.01.2011.

In accordance with the Agreement
the total volume of planned

capital investments amounted

to RUR3,162.2 million, without
VAT, including by years:

¢ 2007 — RUR711.22 million, without VAT;
¢ 2008 — RUR808.9 million, without VAT;
02009 — RUR412.9 million, without VAT;
¢ 2010 — RURG11.4 million, without VAT:
¢ 2011 — RURG17.8 million, without VAT.
134.7 MVA of transformer capacities
and 639.6 km of power transmission
lines are expected to be built and put
into operation, including by years:

¢ 2007 - 73.8 MVA, 102 km;

¢ 2008 — 48.3 MVA, 185.8 km;

©2009 - 93.6km;

©2010-123 km;

02011 — 12.6 MVA, 135.2 km.
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Information on availability
(development) of network
perspective development
plans, agreed on with

the Administration of
constituent entities of

the Russian Federation

Arkhenergo

LLC Vologdaselenergoprocke developed
Plans of Power System Perspective
Development in the Arkhangelsk
Region for the period up to 2015 with
the perspective up to 2020 (hereinafter
referred to as Plans). In January 2010,
Administration of the Arkhangelsk
Region approved these Plans. Plans

have not been revised as of 01.01.2011.

In accordance with Order of the
Government of the Russian Federation
No. 823 Plan and Program for Electric
Power Industry Development in the
Arkhangelsk Region for the Period of
2011-2015 of 17.10.2009, (hereinafter
referred to as the Plan) has been reviewed
by JSC Arkhenergo of JSC IDGC of

the North-West and comments on the
Programs improvement were delivered
in Letter No. 20-11/10170 of 25.11.2010.
At the same time order documents and
normative legal acts on organization

of works for the development of a new
draft of the plan and program of the
development of the Arkhangelsk Region
are currently being agreed on by the
Government of the Arkhangelsk Region.

Vologdaenergo

LLC Vologdaselenergoprocke developed
Plan of Perspective Development of
35-110 kV voltage Electric Networks

in JSC Vologdacnergo in the Vologda
Region up to 2016 in 2008.

In accordance with Order of the
Government of the Russian Federation
No. 823 0f 17.10.2009, the Department
of Fuel and Energy Complex in the
Vologda Region developed in April 2010
Plan and Program for Electric Power
Industry Development in the Vologda
Region (hereinafter referred to as the
Plan). It was based on Plan of Perspective
Development of 35-110 kV voleage
Electric Networks in JSC Vologdaenergo
in the Vologda Region up to 2016.

In 2011 the Government of the Vologda
Region plans to adjust (update) the Plan
in order to make it compliant with the
territorial development plans and actual
condition of the electric power grid
facilities in the territory of the Region.
JSC Vologdaenergo of JSC IDGC of
the North-West sent suggestions on

the Plan’s adjustment to the terms

of reference to the Department

of Fuel and Energy Complex.

Karelenergo
Sevzapenergocetprocke Institute
developed and JSC Karelenergo
approved Plan of Perspective
Development of 35-110 kV
voltage Electric Networks at
Karelenergo (hereinafter referred
to as the Plan) on 15.11.2007.

The Plan was developed in accordance
with the Strategy of Social and
Economic Development of the
Republic of Karelia up to 2020, as
well as based on the materials of

the Program of the North-West

OES Development up to 2020.

The Plan has been currently
adjusted and agreed on in JSC
SO UPS Karelia RDO.

In accordance with Order of the
Government of the Russian Federation
No. 823 0£17.10.2009, the State Energy
and Tariff Regulation Committee of the
Republic of Karelia with participation
of JSC Karelenergo of JSC IDGC of
the North-West has developed the
Program of Perspective Development
of the Electric Power Industry for

the Period up to 2015 - hereinafter

the Program (approved by Order of

the Government of the Republic of
Karelia No. 271p-ITof22.06.2010 N).

JSC Karelenergo of JSC IDGC of the
North-West for the purposes of annual
adjustment sent to the State HUS and
Energy Committee of the Republic of
Karelia suggestions for implementation
of the electric power grid complex
development in the Republic of Karelia.

Kolenergo

In 2008 -2009JSC
Sevzapenergosetprockt -
Zapadselenergoprockt of JSC North-
West Power Engineering Center
developed the Plan of the Development
of 35-150 kV Distribution Electric
Neeworks of JSC Kolenergo of JSC
IDGC of the North-West for the
period of up to 2015 (hereinafter
referred to as 35-150 kV Plan).

In 2008 JSC Sevzapenergosetprocke

- Zapadselenergoprockt of JSC North-
West Power Engineering Center
developed the Plan of the Development
0f0.4-10 kV Electric Networks of

JSC Kolenergo of JSCIDGC of the
North-West (hereinafter referred

to as 0.4-10 kV Plan). The 0.4-10 kV
Plan was agreed on and approved in

JSC IDGC of the North-West.

On 23.01.2009 the Technical Council
of JSC Kolenergo of JSC IDGC of
the North-West made changes to

the developed Plan of Kolenergo
DPG development with regard to
arrangement of power supply of the
northern part of the Kola Peninsula.

The Ministry of Energy and Housing
and Utilities Sector of the Murmansk
Region has agreed on the 35 — 150
kV Plan for the period up to 2015.

The Development Plan, with the
decisions and adjustments taken
thereafter, has been approved by
JSCIDGC of the North-West.
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Komienergo

The Plan of the Development of 35-110
kV Distribution Electric Networks

of JSC AEK Komienergo for the
period up to 2015 has been developed
by PC Sevzapenergosetprocke of JSC
SevZap R&D Center and approved

by JSC IDGC of the North-West.

Novgorodenergo

In 2007 JSC Sevzapenergosetprockt

- Zapadselenergoprockt of JSC North-
West Power Engineering Center
developed the Plan of Perspective
Development of 35-110 kV Electric
Networks of JSC Novgorodenergo

in the Novgorod Region up to 2015
and Assessment of Works Volumes

in 0.38-10 kV Distribution Grids.

In accordance with Order of

the Government of the Russian
Federation No. 823 of 17.10.2009, the
Administration of the Novgorod Region
together with JSC Novgorodenergo

of JSC IDGC of the North-West

has developed the project of Plans

and Programs of the Perspective
Development of Electric Power Industry
of the Novgorod Region for the period
0f2011-2015, which is currently being
agreed on by the Administration

of the Novgorod Region.

Pskovenergo

In 2006 by the order of JSC Pskovenergo
the following Plans (hereinafter

referred to as Plans) were developed:

o Plan of Development, Reconstruction
and Technical Reequipment of 35-110 kV
Electric Networks of JSC Pskovenergo
in the Pskov Region up to 2015 and
Assessment of Works Volumes in 0.38-10
kV Distribution Grids. Developer - JSC
SevZap R&D Center, Saint Petcrsburg;

o Plan of Reconstruction and Development
of City Electric Networks in Pskov
City. Developer — SUE Project Institute
Giprokommuncncrgo, Ivanovo;

o Plan of Reconstruction and Development
of City Electric Networks in Velikie
Luki City. Developer — SUE Project
Institute Giprokommuncnergo, Ivanovo.

Under the Long-Term investment

Program of JSC Pskovenergoof JSC

IDGC of the North-West for the

period 0of 2011-2015, the Plan of

Development, Reconstruction and

Technical Reequipment of 35-110

Electric Networks is expected to be

revised and updated in 2013, the Plan

of Reconstruction and Development
of City Electric Networks in Pskov

City and the Plan of Reconstruction

and Development of City Electric

Networks in Velikie Luki City in 2014.

In accordance with Order of the
Government of the Russian Federation
No. 823 0f 17.10.2009, in March 2010
the Administration of the Pskov Region
initiated development if plans and
programs of the electric power industry
development in the Pskov Region

with participation of JSC Pskovenergo
of JSC IDGC of the North-West.

UNPG Facilities Availability

Arkhenergo

UNPG facilities, located in the territory
of the Arkhangelsk Region, belong

to branch of JSC FGC UES IPG of

the North-West. IPG of the North-
West of JSC FGC has not provided

JSC Arkhenergo of JSCIDGC of

the North-West with the investment
program on such facilities. Owner of
facilities for technological connection
has not closed any substations.

Open main substations:

e 220 kV DS Pervomayskiy;
o 110 kV SS Pervomayskaya;
¢ 220 kV SS Obozerskaya;
¢ 220 kV SS Savino;

¢ 220 kV SS Plesetsk;

¢ 220 kV SS Konosha;
0220 kV SS Velsk;

220 kV SS Shangaly;

¢ 220 kV SS Kizema;

¢ 220 kV SS Zaovrazhie;

¢ 220kV SS Urdoma.
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Vologdaenergo

JSC Vologdacnergo of JSCIDGC
of the North-West has no UNPG
facilities on the balance thereof.

Center IPG of JSC of FGC UES,
which has UNPG facilities at its
disposal, carries out activity in the
territory of the Vologda Region.

Center IPG of JSC of FGC UES has
the following power grid facilities in
the territory of the Vologda Region:

Closed main substations:

 220/10kV SS Pervomayskaya;

220/110/35/10/6 kV SS
Vologda - Yuzhnaya;

¢ 220/110kV SSDSS -1;

« 500/220 kV SS Cherepovetskaya;

« 500/220/10 kV SS Vologodskaya;
220/110/35/10/6 kV SS Sokol.
Open main substations:

¢ 750/500 kV SS Belozerskaya;
«220/110/10 kV SS Zashcksninskaya;
«220/110/10 kV SS Rostilovo;
«220kV SSDSS -2.

750/500 kV SS Belozerskaya and
220/110/35/10/6 kV SS Vologda
- Yuzhnaya are currently under
reconstruction; redesigning of
220/110/10 kV SS Rostilovo

has been also started.

Karelenergo

10 UNPG SS —7220kV SSand 3 330 kV
SS with the installed capacity of 1,941.5
MVA, owned by IPG of the North-West
of JSC FGC UES arelocated in the
territory of the Republic of Karelia

e SS-87 Loukhi;

« $5-91 Kondopoga;

¢ $5-90 Petrozavodskaya;
¢ SS-2 Drevlyanka;

¢ §5-24 Suoyarvi;

o $5-92 Lyaskelya;

e $5-97 Sortavalskaya;

o $5-19 Medvezhiegorsk;
¢ S5-10 Kem;

o PIT-103 Segezha.

No substation has been closed for
technological connection so far.

Kolenergo

UNPG 330 kV supergrids, owned
by IPG of the North-West of JSC
FGC UES, are located in the
territory of the Murmansk Region
in addition to electric networks of
JSC Kolenergo of JSC IDGC of the
North-West. 5,330 kV substations are
included in 330 kV grids of IPG of
the North-West of JSC FGC UES:
« 330/150/35/10 kV SS;

« 330/110/35 KV SS;

¢ 330/150/35 kV SS;

« 330/150/ KV SS;

¢ 150/110 kV SS.

330 kV SS §5-200 in Vykhodnoy
settlement, which supplies power
to the northern part of the Kola
power system and Murmansk City,
has restricted connected capacity
by the carrying capacity of AT-

1,2 autoconnected transformers

by the work mode of the grid.

Komienergo

14 substations, belonging to
UNPG, are located in the territory
of the Komi Republic.

The list of UNPG facilities:

Open main substations:

¢ 220/110/10 kV SS Syktyvkar;

¢ 220/110/10 kV SS Mikun;

¢ 220/35/10 kV SS Sindor;
220/110/35 kV SS Ukhta;
©220/110/10 kV SS Zekenoborsk:;
¢ 220/110/35/10 kV SS Pechora;
« 220/35/10 kV SS Synya;
220/10 kV SS Severnaya;
©220/35/10 kV SS GazlLift;

¢ 220/35/6 kV SS Vozey;
220/35/6 kV SS Severniy Vozey;
0 220/35/10 kV SS Inta;

¢ 220/110/35 kV SS Vorkuta.
Closed main substations:
 220/35/6 kV SS Usinskaya.

In accordance with the letters of IPG
of the North-West of JSC FGC UES,
220/35/6 kV SS Usinskaya (Usinsk

town) refers to main substations with
technological connection limitation.

Due to technical arrangements on
redistribution of capacity by 35 kV
grids between 220 kV main substations,
implemented by JSC Komienergo of

JSCIDGC of the North-West, load
on Usinskaya substation reduced.

Asof 01.01.2011 contracts for
technological connection of power
units in Usinsk town region (to 35
kV substations with main substation
SS Usinskaya) with the total capacity
of 2,369 kVA, have been executed

and at the stage of conclusion.

In order to avoid capacity deficiency in
Usinsk town, the Program of priority
order measures of IPG of the North-
West of JSC FGC UES for 2007-2012
(with regard to UNPG power grid
power facilities in the Komi Republic),
being a part of the Agreement on
interaction between the Government
of the Komi Republic and JSC RAO
UES of Russia for electric power system
development in the Komi Republic
and insurance of power supply of

its consumers (hereinafter referred

to as the Agreement), concluded on
29.04.2008, provides as follows:

o Construction of 220 kV OL Pechorskaya
GRES-Usinsk with reequipment of
overhangs to 220/35/10 kV SS Gorodskaya;

o Construction 0f 220/35/6 kV SS
Gorodskaya with 2x40 MVA transformers
with 220 kV OL overhangs.

The funding source under
the Agreement is fees for
technological connection.

However IPG of the North-West

of JSC FGC UES informed that it
rejected construction of 220/35/10 kV
SS Gorodskaya due to deficiency of
funding sources, resulted from lack of
technological connection applications.

The Tariff Service of the Komi
Republic refused to include project
Construction of 220 kV SS Gorodskaya-
Usinsk with 220 kV OL Overhangs

in Usinsk Town (with the substation

to be put into operation in 2013) in

the long-term investment program

of JSC Komienergo of JSC IDGC

of the North-West 2011-2015.

There is currently no information on
possible construction of 220/35/10
kV'SS Gorodskaya by IPG of the
North-West of JSC FGC UES
available in JSC Komienergo of

JSC IDGC of the North-West.
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Novgorodenergo
The following UNPG facilities are
located in the territory of the Novgorod

Region: five 330 kV substations, two
750 kV OL and nine 330 kV OL

Open main substations:

« 330/110/35/10 kV SS Chudovo;

« 330/110/10 kV SS Okulovskaya;

« 330/110/35/10 kV SS Novgorodskaya;
« 330/110/10 kV SS Yugo-Zapadnaya;
 330/110/10 kV SS Starorusskaya.

IPG of the North-West of JSC
FGC UES established limitations
for technological connection at
330/110/10 kV SS Okulovskaya.

The investment program of IPG

of the North-West of JSC FGC
UES for 2010-2014, established by
Order of the Ministry of Energy in
the RF No. 547 of 12.11.2010, the
provides for the UNPG facilities in
the Novgorod Region as follows:

o reconstruction of 330/110/10 kV SS
Okulovskaya with installation of 125
MVA transformer during 2014-2015;

o expansion of 110 kV ODS of SS
Yugo-Zapadnaya for 2 linear cells for
technological connection of JSC MN
Druzhba (BTS-2) during 2010-2012;

e construction of new 330/110 kV
2x125 MVA SS Ruchey during 2012-
2013 for technological connection
of LLC ParokRUS and other large
consumers of the Region;

« construction of 330 kV OL overhang of
330/110 kV SS Yugo-Zapadnaya — 330/110
kV SS Novgorodskaya for delivery of
capacity of Novgorodskaya CHP of SE
JSC TGC in the Novgorod Region;

o reconstruction of 330/110 kV SS
Starorusskaya with replacement of 110 kV
oil switches (8 pes) during 2012-2013.

The Administration together

with JSC Novgorodenergo of
JSCIDGC of the North-West is
currently working on displacement

0f330/110 kV SS Okulovskaya

reconstruction time for earlier terms.

Pskovenergo

The following UNPG facilities
are located in the territory

of the Pskov Region:
330/110/10kV SS:

e No. 53 Pskov;

o No. 102 Velikoretskaya;

¢ No. 131 Novosokolniki.
330kVOL:

o L-309 Rezekne-Velikoretskaya;
o L.-345 Polotsk-Novosokolniki;
e L-358 Pskov-Tartu;

o L-411 Velikoretskaya-Pskov;

o L-412 Kingisepp-Pskov;

o L-413 PGRES-Velikoretskaya;
o L-480 PGRES-Novosokolniki;
o L-481 PGRES-Novgorod
330/110/10 kV SS No. 131

Novosokolniki has limitation for

technological connection.

Information on Federal
Available Housing Target
Programs and Other
Federal Target Programs

Arkhenergo

JSC Arkhenergo of JSCIDGC
of the North-West takes no

part in implementation of the
programs mentioned and has no
information with regard thereto.

Vologdaenergo

Available Housing Federal
Target Program (FTP)

In the territory of the Vologda Region
housing construction under the
Available Housing FTP has been
carried out at two plots of Vologda
City: microdistrict Yuzhniy-3 with
projected electric capacity of 40 MW
and microdistrict Belozerskiy with
projected electric capacity of 20 MW.

To supply microdistrict Belozerskiy
with power, it is planned to reconstruct
110 kV SS Zapadnaya, the design

of which was prepared by LLC
Vologdasclenergoproect in 2008-2010.

110 kV SS Zapadnaya is expected to
be put into operation in 2013-2014.

In 2008 LLC Edinstvo filed an
application to JSC Vologdaenergo of
JSCIDGC of the North-West for the
power capacity to be connected of
4.87 MW at microdistrict Belozerskiy,
but the contract was not accepted.

No applications from other applicants-
developers at microdistrict Belozerskiy
were received by JSC Vologdaenergo of
JSCIDGC of the North-West in 2010.

To supply microdistrict Yuzhniy-3
with power, it is planned to reconstruct
110 kV SS Lugovaya, the design

of which was prepared by LLC
Vologdasclenergoproect in 2008-2009.

110 kV SS Lugovaya is expected to
be put into operation in 2014.

No applications from applicants-
developers at microdistrict Yuzhniy-3
were received by JSC Vologdaenergo of
JSC IDGC of the North-West in 2010.



Pilot projects of construction
materials, products and constructions
enterprises development. In 2010

in rural settlement Kazakovskoe of
Vytegorskiy district of the Vologda
Region woodworking plant LDK

No. 2 was constructed, which under
the TC contract was connected to

the grids of JSC Vologdaenergo of
JSCIDGC of the North-West.

Special economic zones.

To fasten the development of advanced
metal processing and production of
brand new technological components,
as well as to implement the plan of the
Governor of the Vologda Region for

2007-2012, approved by Order of the
Government of the Vologda Region

No. 1452 0£30.10.2007 for the purposes

of social and economic development

of the region, industrial park Sheksna

construction was initiated in the

territory of Sheksna District (Order
of the Government of the Vologda
Region No. 1469 of 28.07.2008).

In 2010 the pipe section plant

(production of building closed

fabricated sections for building,

production output up to 250 thous.

tons per year) was put into operation,
and construction of a biotechnical

plant for meat-and-bone meal

Information on Regional (Federal) Target Programs Being Implemented

2010 target program parameters

tankage and inedible fat production
from animals residues initiated.

Target indicators of industrial
park Sheksna disbursements:

o volume of investments — RUR37 billion;

o volume of industrial production

— RUR43 billion;
 number of employees — 10 thous. people.

In order to ensure stabile economic
growth, increase quality of life of
Sokol town’s population, by Order
of the Government of the Vologda
Region No. 605 0f 24.05.2010 the
long-term target program Complex
Modernization of Sokol Town of the

Technological connecti
program objects in 2010

Num-
Purpose| berof Ag-
Details of docu- ofthe | objects| gregate
Subject of the Rus- | Program de- ments, effecting param- | connect- | capacity,
sian Federation scription the program Description eter| ed,pcs MBr
Order of the
Government
Available of the Vologda Commissioning
Housinginthe| Region No. 1730 of housing in
Vologda Region Vologda Region 0£09.09.2008 the Region | theus-cub-m2 406
Order of the
Government
of the Vologda
Region No. 1469 | Program funding RUR
Vologda Region IP Sheksna 0f 28.07.2008 volume mln 82.2
Order of the
Government
of the Vologda
Region No. 605 | Program funding RUR
Vologda Region IP Sokol 0f 24.05.2010 volume mln 974.9
Order of the
Development of Government of
physical fitness the Republic of Sports and
The Republic and sports in the | Karelia No. 295p- | recreation center in
of Karelia RF for 2006-2015 IT 0f 18.10.2005 | Lahdenpohja town pcs 1 1 0.25| 6990.0| 4340.0
Order of the
Government of
Fire safety in the the Republic of
The Republic RF for the period | Karelia No. 157-I1 Fire station at
of Karelia up to 2012 of 15.07.2009 Valaam Isl. pes 1 1 0.19| 2333.2| 1101.0
Law of the Komi
Republic No. 120
100-RZ on Target
Republican thous.
Program House Commissioning | cub. m2
for 2008 -2012, of residential | incl. in-
of November 13, houses, total | div. de-
2007 (as amended sq.m., including | velopers: 40
Target Republican on 23.12.2009 individual |  thous.
The Komi Republic Program House No. 134-P3) developers|  sq.m.
Order of the
Agricultural the
Ministry of the Komi
FTP Social Rural | Russian Federation Republic
Development of September Federal budget RUR
The Komi Republic up to 2012 03,2010 allocations |  thous. 13.2
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Vologda Region for 2010-2012, provided
for construction of Industrial park
Sokol, was established. It is planned

to build enterprises of frame house
building, OSB boards and biological
fuel production, woodworking and
production of soft roof covering
materials and insulancs, assembly

and service maintenance of houses,
production of furniture and accessories.

In 2010 construction of a biological
fuel production plant with the
planned capacity of 64 tones per year
was initiated. LLC Zemlya-Resurs
filed an application for technological
connection for 3.5.MW.

Atboth industrial parks (Sheksna

and Sokol) funded with the regional
budget resources, construction of
110/10 kV substations was initiated
with the installed transformer capacity
of 80 MVA cach. No applications

for technological connection were
filed to JSC Vologdaenergo of
JSCIDGC of the North-West.

Kolenergo

In accordance with the Order of the
Government of the Russian Federation
0f04.12.2007, the Regional Perinatal
Center of Murmansk City has been
currently constructed and equipped

in the territory of the Murmansk
Region funded by the resources

of the federal budget for 2010.

JSC Murmansk Gorelektrostal has
filed an application for technological
connection of the Regional Perinatal
Center in Murmansk City to electric
networks of JSC Kolenergo of
JSCIDGC of the North-West. To
connect stated loads, the contract for
technological connection No. 50-
02/43 0f 10.07.2009 was concluded.

According to the contract, the object’s
connection on a temporary basis was
carried out in 2010, on a permanent basis
-in 2011 after reconstruction of SS-388.

Novgorodenergo

JSC Novgorodenergo of JSCIDGC
of the North-West took no part in
federal target programs during 2010. .
Pilot projects of construction

materials, products and constructions
enterprises development.

The works under pilot projects of

construction materials, products and
constructions enterprises development
in 2010 were performed based on

the following large applications:

LLC Parok RUS, the basalt fiber-
based heat mineral-cotton insulation
production plant, has entered into
the contract for technological
connection of 22.5 MW capacity.

State support of commercial
organizations

In the territory of the Novgorod
Region Law No. 654-OZ 0f654-O3 of
21.12.2009 has been adopted in order
to provide commercial organizations
with state support to form favorable
conditions of attraction and allocation
of domestic and foreign capital,
economic and social development,
establishment of market infrastructure
at the territories of Batetskiy,
Volotovskiy, Marevskiy, Parfinskiy and
Poddorskiy Municipal Districts of the
Region. In 2010 works were performed
under the following applications:

o LLC Production Enterprise KatMet
concluded the contract for technological
connection of 3.0 MW of capacity
at Bateeskiy sectlement, of which

technological connection to 0.3
MW was carried out in 2009;

LLC New Technologies concluded the
contract for technological connection
of pig-breeding complex at Pola
settlement of Parfinskiy Municipal

District for technological connection
of the capacity of 0.60 MW;

LLC Elekeroplast concluded the
contract for technological connection

(supplementary agreement of 25.11.2010)
of the plastic sheet cogging production
line at Pola settlement of Parfinskiy
Municipal District for technological
connection of the capacity of 0.45 MW

LLC Severniy Les concluded the
contract for technological connection

of the woodworking plant at Parfinskiy
Municipal District for technological
connection of the capacity of 0.536 MW.

Pskovenergo

There are no federal target programs
implemented in the territory

of the Pskov Region with the
participation of JSC Pskovenergo

of JSC IDGC of the North-West.

Information for Generation
Facilities Connection

Arkhenergo

No applications for generation
facilities were received.

Vologdaenergo

Under the investment program
of JSC TGC-2, 110-GT unit is
expected to be put into operation

in Q32012 at Vologda CHP.

JSC IDGC of the North-West and
JSC TGC-2 signed the contract
for technological connection.

Project’s tasks and objectives: To
fulfill by 110-GT unit block of
Vologda CHP an optimal plan of
electric power supply of JSC TGC-2
in the Vologda Region, which involves
construction of 110 kV DSS and
reconstruction of existing 110 kV OL.

Construction terms: 2009-2012.

Power input: capacity expected
to be received from 110-PGU.

Contract price: estimated
- 241 RUR mln

Cl disbursed and funded: disbursed
as 0f 31.12.2010 — 25 RUR mln;
funded — 88.7 RUR mln

DSS and OL working project has been
fulfilled by 100%. Registration of plots
designated for OL for the period of
construction is currently being carried
out. The permission for 110 kV DSS

construction has been obtained.

With regard to 110 kV DSS
construction: PASS MO ABB (5 pcs)
has been delivered, the construction
permission RU35327000-242 of
21.11.2010 has been obrained, based
on the results of the tender for
construction and installation works,
contractor JSC Electrocentromontazh
has been determined, contract No.
B303-10/0971 0f 02.09.2010 has been
concluded for the amount of 117.3
RUR mln, including VAT. By now the
contractor has carried out preliminary
works (dissembling of existing
structures), set piling, ground grid

and 50% of vertical territory planning.
Foundation piling has been completed,
DSS fencing, building of 110 kV portals
and warchouse dissembling has been
carried out. Disbursements in 2010
amounted to 4 RUR mln, disbursement
in January 2011 — 1.9 RUR mln
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With regard to 110 kV OL construction:
Based on the results of examination of
existing supports’ conditions, performed
by JSC OGRES, it was determined to
shore foundations of supports, located
at water-logged plots — No. 44,43,42 41.
Based on the results of the tender for
construction and installation works,
contractor LLC Peterburgenergostroy
has been determined, contract No.
B303-10/1594 of 10.11.2010 has been
concluded for the amount of 52 RUR
mln, including VAT. The contractor

has been currently completing the
facility with materials, and earch works
performance are being agreed on.

Karelenergo

In accordance with the Agreement on
construction of new power facilities,
concluded between the Government of
the Republic of Karelia and CJSC Nord-
Gidro, hydrogenation facilities with the
total capacity of 100 MW are expected
to be put into operation in the territory
of the Republic of Karelia by 2015.

The works on hydrogenation facilities
connection to electric networks of
JSC Karelenergo of JSC IDGC of the
North-West have been carried out
inJSC Karelenergo of JSCIDGC

of the North-West together with

the representatives of CJSC Nord-
Gidro, JSC SO UPS Karelia RDO.

As of 31.12.2010 the contract for
technological connection of small-scale
HPP Ryumyakoski (630 kW) between
JSC Karelenergo of JSC IDGC of the
North-West and CJSC Nord-Gidro.

In order to ensure power supply by
these power plants no reinforcement
of branch’s grids is required.

On 01.04.2010 the contract for
technological connection of generation
facilities of JSC Segezhckiy Pulp-
and-Paper Plant with the installed
capacity of 181.6 MW (Polar Bear
Project). The Project provides for

the development of own power

and thermal generation based on

gas turbine units with the capacity
delivery to the grid up to 10 MW.

In order to ensure power supply by
generation facilities of JSC Segezhckiy
Pulp-and-Paper Plant under the

Polar Bear Project, reinforcement of
the grids of JSC Karelenergo of JSC
IDGC of the North-West is required.
Measures and volumes of reinforcement
shall be based on technical

conditions under development.

Kolenergo

In January 2010 JSC Malaya
Mezenskaya TPP applied to JSC
Kolenergo of JSC IDGC of the North-
West for technological connection of
Severnaya Tidal Power Plant (TPP).

Object — Severnaya Tidal Power Plant.
Capacity connected — 12,000 kW

The contract for technological
connection was concluded and signed
on 28.04.2010. The power supply
Plan was agreed on with JSC SO UPS
of RDO of the Power System of the
Murmansk Region in August 2010,
with JSC Kolenergo of JSC IDGC of
the North-West in September 2010.

Technical conditions were
developed, agreed on by Kola RDO
and approved by JSC IDGC of

the North-West on 18.01.2011.

The list of facilities, required to
ensure power supply under the
power supply plan agreed:

« construction of single-circuit

150 kV overhead line;

« construction of single-circuit 35 kV
overhead line from 35 kV DSS;

o reconstruction of 150/35/6 kV SS-99;

o construction of 150 kV cell at
150 kV DSS of HPP-18;

o construction of Severnaya TPP
with 150 kV DSS and 35 kV DSS
with 2 16 MVA transformers.

Komienergo

The following applications for
technological connection have been
currently executed in JSC Komienergo
of JSC IDGC of the North-West:

o Gas-Powered TPP No. 1. Customer JSC
Vorkutaugol. Capacity — 11.6 MW. TC
application 0f 30.09.2010. The power
supply plan has not been developed.
Physical and monetary volume can be
determined upon preparation of the PSP.

¢ Gas-Powered TPP No. 2. Customer JSC
Vorkutaugol. Capacity - 5.8 MW. TC
application of 30.09.2010. The power
supply plan has not been developed.
Physical and monetary volume can be
determined upon preparation of PSP.

Novgorodenergo

Under the application of JSC TGC-2,
reccived by JSC Novgorodenergo of JSC
IDGC of the North-West on 17.08.2010,
JSC IDGC of the North-West has
prepared and sent the draft of the
contract for technological connection
of additional capacity of 10 MW to

the branch's grids. Technological
connection of additional capacity is
caused by reconstruction of st. No. 2
P-50-130/13 turbine unit and, therefore,
increase of maximal installed capacity
of generating equipment by 10 MW.
Connection points — existing to 110

kV OL Ilmenskaya-1 and 110 kV OL
Ilmenskaya-2. The project was not

agreed on by JSC TGC-2 in 2010.
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Pskovenergo

The following applications for
technological connection of
generation facilities of CJSC Nord-
Gidro to electric networks of J[SC
IDGC of the North-West have been
received by JSC Pskovenergo of
JSCIDGC of the North-West:

« application of 30.03.2009 for technological
connection of Porkhovskaya small-scale
HPP with the capacity of 1,000 kW/;

« application of 30.03.2009 for technological
connection of Kopylkovskaya small-scale
HPP with the capacity of 440 kW;

« application of 04.10.2010 for technological
connection of Kopylkovskaya small-scale
HPP with the capacity of 320 kW

« application of 30.03.2009 for technological
connection of Rubilovskaya small-scale
HPP with the capacity of 1,000 kW.

JSCIDGC of the North-West has
executed and sent to the applicant
Contracts for technological

connection of generation facilities.

Contracts for technological connection
of Porkhovskaya small-scale HPP and
Rubilovskaya small-scale HPP were
made, but the applicant fails to fulfill
its obligations thereunder. Contracts
for technological connection of
Kopylkovskaya small-scale HPP (under
the application of 30.03.2009 and
under the application of 04.10.2010)
were sent to CJSC Nord-Gidro,

but no contract drafts signed by the
applicants have been received by JSC
IDGC of the North-West up till now.

At the present time letters on
cancellation of applications for
technological connection of
Kopylkovskaya small-scale HPP
(pursuant to Clause 15 of Technological
Connection Regulations) have

been sent to CJSC Nord-Gidro.

Information on Introduction
of Standards in the Company
The Standard for Forecast of

Perspective Change of Loads and

Power Consumption in the territory of
the subject of the Russian Federation,
Serviced by JSC IDGC of the North-
West was effected by Order of JSC
IDGC of the North-West No. 415

on Establishment of Organization
Standard STO 01.51.01-2009, of 11.09.
Based on STO 01.51.01-2009, the
2010-2014 forecast campaign has been
carried out during the period from
01.10.2009 t01.06.2010. Amended
Organization Standard STO 01.51.01-

2010 was effected by Order of JSC
IDGC of the North-West No. 472

on Establishment of Amended STO
01.51.01-2010, of 05.10.2010, based on
which the 2011-2016 forecast campaign
has been carried out by 31.12.2010.

Acts of Record of Technical
Characteristics of Connection
Points of DGC-FGC

In accordance with the minutes of

the meeting with Director Generals

of IDGC of the North-West, IPG,
DGC No. 21-np 0f 16.11.2006 and
Order of JSC IDGC of the North-
West No. 123p 27.11.2007, the work
on record of technical characteristics
of connection points of DGC-FGC
was arranged. JSC Arkhenergo, JSC
Karelenergo, JSC Kolenergo, JSC
Komienergo, JSC Novgorodenergo, JSC
Pskovenergo have completed the works
on record of technical characteristics
of DGC-FGC connection points.

Vologdaenergo

In execution of Resolution of J[SC
RAO UES of Russia and JSC FGC
UES No. 323p/348p of 08.12.2006,
JSC Vologdaenergo of JSC IDGC
of the North-West executed Acts of
Agreement of Technical Characteristics
of Previously Connected Power
Receivers (Vologdaenergo’s power
units) to Grids of JSC FGC UES
(hereinafter referred to as Acts).

Acts, signed by JSC Vologdaenergo of
JSCIDGC of the North-West and JSC
FGC UES - Vologodskoe IPGE, were
sent to Vologodskoe IPGE at carly June
2008 for further approval ac Center IPG.
Acts have not been approved by now.

By Letter No. 17/1-1974 0£ 02.10.2008
copies of the Acts above mentioned were
sent to Vologodskoe IPGE of JSC FGC
UES:; however, answer to the Letter
specified has not been received yet.

In 2010 Appendix No. 1 Technical
Characteristics of Connection Points for
2010 to Supplementary Agreement No.
11 to Contract for UNPG electricity
transmission No. N¢ 150/TT-BO11-
06/0003 of 19.12.2005 was signed
between Vologodskoe IPGE of JSC
FGC UES and JSC Vologdaenergo

of JSC IDGC of the North-West.

Acts of Record of Technical
Characteristics of Connection
Points of DGC - Consumer
(MUE, TNO, Legal Entities)

In accordance with the minutes of the
meeting with Director Generals of
IDGC of the North-West, IPG, DGC
No. 21-np 0£16.11.2006 and Order

of JSC IDGC of the North-West No.
123p 27.11.2007, the work on record
of characteristics of connection points
of DGC-Consumer (MUE, TNO,
legal entitics) was arranged. JSC
Arkhenergo, JSC Vologdacnergo, JSC
Karelenergo, JSC Komienergo, JSC
Novgorodenergo u JSC Pskovenergo
have completed the works on record
of technical characteristics of
DGC-FGC connection points.

Kolenergo

The work on execution of acts of

record of technical characteristics of
connection points of DGC - Consumer
(MUE, TNO, legal entities) has not
been completed due to the fact that

JSC Murmanskaya Gorelektroset
refused to carry out this work.

Asof01.01.2011, 1,082 record acts were
signed (98%) for 1,274 points (98%).
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Record of Technical Parameters of Connection Points DGC - Consumer (MUE, TNO, legal entities) as 0of01.01.2011

Number of signed | Number of refused
Number of record acts total, pcs record acts record acts

35kV
Branch/IDGC of and
the North-West Subscriber| 0.4kV| 6-20kV more total pcs MW pcs MW
Legal entities
up to 750 kVA 78 247 10 082 79 88408 83 420 - 4988 -
Legal entities
over 750 kVA 865 1900 143 2908 2752 - 156 --
IDGC of the TNO 158 679 60 897 828 - 56 -
North-West Total: 79270 12 661 282 92213 87 000 - 5200 -
Legal entities
up to 750 kVA 11373 934 1 12308 9903 666 2 405 164
Legal entities
over 750 kVA 26 178 24 228 142 397 86 134
TNO 5 68 8 81 32 55 49 65
Arkhenergo Total:| 11404 1180 33 12617 10077 1118 2540 363
Legal entities
up to 750 kVA 4984 772 0 5756 5 745 541 11 1
Legal entities
over 750 kVA 29 206 15 250 245 5004 5 16
TNO 3 37 1 41 41 912 0 0
Vologdaenergo Total: 5016 1015 16 6047 6031 6457 16 17
Legal entities
up to 750 kVA 3936 333 18 4287 4287 129 - -
Legal entities
over 750 kVA 439 391 14 844 844 476 - -
TNO 59 278 29 366 366 703 - -
Karelenergo Total: 4434 1002 61 5497 5497 1308 -
Legal entities
up to 750 kVA 520 261 3 784 784 167 - -
Legal entities
over 750 kVA 0 94 5 929 929 210 -
TNO 0 207 12 219 199 243 7
Kolenergo Total: 520 562 20 1102 1082 620 7
Legal entities
up to 750 kVA | 31 649 5605 44| 37298 35502 - 1796 -
Legal entities
over 750 kVA 278 594 76 948 883 - 65 -
TNO 30 16 5 51 51 - 0 -
Komienergo Total: 31957 6215 125| 38297| 36436 - 1861 -
Legal entities
up to 750 kVA 5 684 755 13 6452 6069 285 383 23
Legal entities
over 750 kVA 29 45 9 83 83 127 - -
TNO 0 3 4 7 7 3 - -
Novgorodenergo Total: 5713 803 26 6542 6159 415 383 23
Legal entities
upto 750 kVA| 20101 1422 0 21523 21130 750 393 8
Legal entities
over 750 kVA 64 392 0 456 456 323 0 0
TNO 61 70 1 132 132 61 0 0
Pskovenergo Total:| 20226 1884 1 22111 21718 1134 393 8
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Record of Technical Parameters of Connection Points DGC - Consumer (MUE, TNO, legal entities) as 0of 01.01.2011

Number of signed | Number of refused
Number of record acts total, pcs record acts record acts

35kV
Branch/IDGC of and
the North-West Subscriber 0.4kV| 6-20kV more DCS MW DCS 0%0\%

Legal entities
up to 750 kVA | 115 183 11 658 238| 127079| 120015 7064
Legal entities
over 750 kVA 1211 2431 338 3980 3804 191
IDGC of the TNO 208 1448 78] 1734|1631 89
North-West Total:| 116 602 15 537 654| 132793| 125450 7344
Legal entities
up to 750 kVA| 22805 1253 1 24059 19 626 666 4433 164
Legal entities
over 750 kVA 29 284 37 350 226 397 124 134
TNO 6 131 9 146 64 55 82 65
Arkhenergo Total:| 22840 1668 47| 24555 19916 1118 4639 363
Legal entities
up to 750 kVA 19 944 1197 0 21 141 21131 541 10 1
Legal entities
over 750 kVA 327 351 56 734 732 5003 2 11
TNO 18 534 2 554 554 912
Vologdaenergo Total:| 20289 2082 58| 22429| 22417 6456 12 12
Legal entities
up to 750 kVA 4086 358 18 4462 4462 129
Legal entities
over 750 kVA 491 470 22 983 983 476
TNO 65 448 47 560 560 703
Karelenergo Total: 4642 1276 87 6005 6005 1308
Legal entities
up to 750 kVA 573 281 3 857 857 167
Legal entities
over 750 kVA 0 174 6 180 180 210
TNO 0 225 12 237 216 243 7
Kolenergo Total: 573 680 21 1274 1253 620 7
Legal entities
up to 750 kVA | 31 649 5605 44| 37298 35502 1796
Legal entities
over 750 kVA 263 594 76 948 883 65
TNO 30 16 5 51 51 0
Komienergo Total:| 31957 6215 125| 38297| 36436 1861
Legal entities
up to 750 kVA 7016 1492 172 8 680 8248 285 432 23
Legal entities
over 750 kVA 37 128 141 306 306 127
TNO 28 24 2 54 54 3
Novgorodenergo Total: 7 081 1644 315 9040 8608 415 432 23
Legal entities
up to 750 kVA 29110 1472 0| 30582 30189 750 393 8
Legal entities
over 750 kVA 64 430 0 494 494 324
TNO 61 70 1 132 132 60
Pskovenergo Total:| 29235 1972 1| 31208 30815 1134 393 8
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Operative and Technological Management Structure

Network Management Centers (NMC) were formed and function at all
branches of JSC IDGC of the North-West. The content of NMC at all

branches of JSC IDGC of the North-West has been established based
on the typical structure, approved by the Company’s Order.

Structure of NMC of the branch of JSC IDGC of the North-West

First Deputy Director of a Branch — Chief Engineer

NETWORK CONTROL CENTER

Deputy Chief Engineer
for Operative and
Technological Management — Head of NMC

Relay Protection
and Automatic

IT

Dispatcher Electrical Department

Service Modes
Service

Equipment Service

Structure of Operational Technological
Management in the Company’s Branches

NMC’s Completeness with Personnel and Functions Performed

NMC'’s Content
Branch and Completeness Functions performed
with Personnel
Dispatcher service Twenty-four-hour duty with
(DS) - 8 people. |  execution of operational functions
Electrical Mode Service in the area of operational
Arkhenergo (EMS) - 4 people. responsibility of JSC Arkhenergo.
Twenty-four-hour duty with
DS - 7 people. execution of non-operational
Vologdaenergo EMS - 2 people. functions in JSC Vologdaenergo.
Twenty-four-hour duty with
execution of operational functions
in the area of operational
DS - 10 people. responsibility of JSC Karelenergo
Karelenergo EMS - 4 people. at the first stage volume.
Twenty-four-hour duty
with execution of non-
DS - 8 people. operational functions in JSC
Kolenergo EMS - 3 people. Kolenergo in general.
Twenty-four-hour duty with
execution of operational functions
DS - 8 people. in the area of operational
Komienergo EMS - 5 people. | responsibility of JSC Komienergo.
Twenty-four-hour duty with
DS - 8 people. execution of non-operational
Novgorodenergo EMS - 2 people.| functions in JSC Novgorodenergo.
Twenty-four-hour duty with
execution of operational functions
DS - 10 people. in the area of operational
Pskovenergo EMS - 4 people. |  responsibility of JSC Pskovenergo.

Arrangement of operational
technological management and
preparation to acceptance of branches
of JSC IDGC of the North-West by
Network Management Centers have
been carried out in accordance with
the administrative documents of JSC
Holding IDGC of the North-West
and JSC SO UPS. NCCs were created

in branches based on two models:

o NMC'’s formation at the executive
body ab initio (JSC Arkhenergo, JSC
Vologdaencrgo,jSC Komienergo,
JSC Novgorodenergo).

e NMC’s formation on the basis of
operational and dispatch departments
of the production department (JSC
Karelenergo, ]SC Kolenergo).
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Branch Operating dispatching service Operating dispatching groups
(ODS) of production departments (ODG) of distribution zones

Arkhangelsk
electric networks

Arkhangelsk DZ
Severodvinsk DZ
Primorsk DZ
Kholmogorsk DZ
Pinezhsk DZ
Mezensk DZ

Plesetsk
electric networks

Plesetsk DZ
Kargopolsk DZ
Nyandomsk DZ
Konoshsk DZ
Onezhsk DZ

Velsk
electric networks

Velsk DZ
Ustiansk DZ
Shenkursk DZ
Vinogradovsk DZ

Arkhenergo

Kotlass
electric networks

Kotlass DZ

Kotlass city DZ
Verkhne-Totemsk DZ
Vilegodsk DZ
Cherevkovsk DZ
Solvychegodsk DZ
Lensk DZ

Vologda
electric networks

Vologda DZ
Gryazovets DZ
Sokol DZ

Kharovsk DZ
Ust-Kubensk DZ
Vozhngodsk DZ
Syamzhensk DZ
Mezhdurechensk DZ

Cherepovets
electric networks

Cherepovets DZ
Sheksna DZ
Chagodoschensk DZ
Ustyuzhensk DZ
Babaevsk DZ
Kaduysk DZ

Velikiy Ustyug electric networks

Cherepovets DZ
Sheksna DZ
Chagodoschensk DZ
Ustyuzhensk DZ
Babaevsk DZ
Kaduysk DZ

Totemsk
electric networks

Totemsk DZ
Tarnogsk DZ
Verkhovazhsk DZ
Babushkinsk DZ

Vologdaenergo

Kirillovsk
electric networks

Vytegorsk DZ
Vashkinsk DZ
Belozersk DZ

South Karelia electric networks

Prionezhsk DZ
Olonetsk DZ
Medvezhiegorsk DZ-3
Pudozhsk DZ

Western Karelia
electric networks

DZ-2 Suoyarvi town
DZ-5 Sortavala town

Karelenergo

Northern electric networks

Belomorsk DZ
Loukhsk DZ
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Branch Operating dispatching service Operating dispatching groups
o (ODS) of production departments (ODG) of distribution zones

Northern Pechengsk DZ
electric networks Distribution grids service
Central
Kolenergo electric networks Monchegorsk group of substations
Kortkerossk DZ
Knyazhpogostsk DZ
Syktyvdinsk DZ
Sysolsk DZ
Koygorodsk DZ
Yst-Vymsk DZ
Priluzsk DZ
Southern Ust-Kulomsk DZ
electric networks Udorsk DZ
Novoborsk DZ
Sosnogorsk DZ
Ukhtinsk DZ
Troitsko-Pechorsk DZ
Vuktylsk DZ
Central Izhemsk DZ
electric networks Ust-Tsylemsk DZ
Pechorsk City DZ
Kazhderomsk DZ
Kozhvinsk DZ
Pechorsk Usinsk DZ
electric networks Vozeysk DZ
Komsomolsk DZ
Vorkuta Gornyatsk DZ
electric networks Intinsk DZ
Syktyvkar City DZ
Syktyvkar Ezhvinsk DZ
Komienergo electric networks Krasnozatonsk DZ
Novgorod DZ
Shimsk DZ
Soletsk DZ
Malovishersk DZ
Chudovsk DZ
Ilmensk Batetsk DZ
electric networks Rogavskiy Plot
Demyansk DZ
Valday Marevsk DZ
electric networks Krestetsk DZ
Borovichi DZ
Okulov DZ
Moshensk DZ
Khvoininsk DZ
Borovichi Pestovsk DZ
electric networks Lyubytinsk DZ
Starorusskiy DZ
Parfinskiy DZ
Poddorskiy DZ
Starorusskie Kholmskiy DZ
Novgorodenergo electric networks Volotovskiy DZ
Northern
electric networks DZ No. 1, No. 2, No. 3, No. 4
Western electric networks DZ No. 1, No. 2, No. 3, No. 4
Eastern electric networks DZ No. 1, No. 2, No. 3, No. 4
Pskovenergo Southern electric networks DZ No. 1, No. 2, No. 3, No. 4
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Operational and Technological Management by the Example of JSC Arkhenergo

Arkhangelsk Regional Dispatching Service

Arkhenergo NMC

Arkhangelskye ES Plesetskye Es
<= < < < < -
<+ <+ <+ <] < <
< < < < < <~ <
< < « <+ Rl < <+
< < < < < <— < <—
< < < < < < <! A
<
>
— —
Non operational functions operational

Note: the scheme shows JSC Arkbenergo’s structure, where NMC carries out operational functions o the
Sfullest extent. This variant is given as an example of NMC'’s formation ab initio.

Operational and Technological Management by the Example of JSC Karelenergo

Karelskoye Regional Dispatching Service

«— D
Non operational functions Operational functions

Note: the scheme shows JSC Karelenergo’s structure, where NMC carries out operational functions to the fullest extent. This
variant is given as an example of NMC's formation on the basis of PD South Karelia Electric Networks.



During the period specified in order
to fulfill technical requirements

of JSC SO UPS to modernization

and expansion of communication
channels and the information reporting
system (IRS) under the Standard IRS
Program and Standard Technical
Requirements to arrangement of
information exchange with dispatcher
centers, approved by JSC Holding
IDGC of the North-West and JSC SO
UPS, IRS Programs were developed,
agreed on with branches of JSC SO
UPS and approved at six branches of
JSCIDGC of the North-West. IRS
Program of JSC Vologdaenergo has not
been agreed on in the branch of JSC
SO UPS Central IDS. The Program
has been currently revised with the
account of the system operator’s
comments, agreed on with branch of
JSC SO UPS Vologodskoe RDO and
sent to Central IDS for approval.

Premises and work places of NMC’s
traffic officers have been prepared
atall branches in accordance with
the sanitary standards and equipped
with necessary technical devises.

In 2010 the project on developing the
operational and technical management
system of IDGC of the North-West at
work places of OOUS duty operator.
Under the project, it was arranged

to collect data of operational and
informational complexes at all branches
of the Company (over 3,000 remote
measuring and approximately 1,600 TV
signals), which simplifies monitoring of
power facilities’ condition and weather
conditions at the service territory.

During the reporting period, OUT
of JSC IDGC of the North-West
has developed and sent to the
branches regulatory documents

for arrangement of operational and
technological management with the
account of specificity and structural
peculiarities of the Company:

« Regulations for submission of operational
information on technological violations
and emergencies in the distribution
network complex of the North-West.

. Regulations for operative interaction
between JSC IDGC of the North-West
and branches thereof and branches of JSC
SO UPS of IDO of the North-West and
RDO of operational zone of IDO of the
North-West during operation of dispatch

and technological management means.

o Organization Standard Arrangement
of Dispatcher Work Places in Branches
of JSC IDGC of the North-West.

e Provision on mutual relationships between
Network Management Centers of JSC
FGC UES of IPG of the North-West
and JSC IDGC of the North-West.

« Instruction on Arrangement of
Operational and Dispatch Management

in JSC IDGC of the North-West.

o Instruction on Operational Negotiations
Conduction and Record Keeping.
o The list of repair schemes of electric

networks and substations of JSC
IDGC of the North-West for 2011.

o Instruction for personnel’s activity in
JSCIDGC of the North-West in case of a
threat of a terrorist act at power facilities.

In 2010 the Management Center of
JSC Arkhenergo of JSC IDGC of the
North-West undertook operational
functions in the second stage volume.

Volumes of Fulfillment of Operational Equipment Management Functions
and NCCs of branches of JSC IDGC of the North-West

Fulfillment of Volume of operational management/support of NMC of DGC

operational
functions

110 220) kV PTL, pcs| 110(220) kV SS under

operational supervision

Branch/JSC

D s e R
Arkhenergo + 4 113 68
Vologdaenergo - 0 0 0
Karelenergo + 34 11 33
Kolenergo - 0 0 0
Komienergo + 2 23 12
Novgorodenergo - 0 0 0
Pskovenergo + 30 70 100
Total IDGC of the North-West 4 70 217 213

assessment Commissions will be
created by branches of JSC IDGC of
the North-West subject to mandatory
participation of representatives of

branches of JSC SO UPS — RDO.
The NMC ofJSC Vologdaenergo is

Further redistribution of equipment

by management method for NMC

shall be carried out based on NMC'’s
readiness, including based on fulfillment

fully ready to undertake operational
functions, preliminary check thereof has
been carried out, Vologodskoe RDO,
branch of JSC SO UPS will determine
final check terms and the date, when it
starts to fulfill its operational functions.

of requirements to communication
channels and IRS. NMC’s readiness

By the end of 2011 nerwork control
centers of JSC Kolenergo and JSC
Novgorodenergo are expected to
undertake operational functions.
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Among stated schedule plans of NMC formation arrangements, the following has not been executed yet:

Arrangement description| Ground of Non-performance Expected terms

Work of the commission Failure to agree on the
on assessment of NMC’s IRS Program by the
readiness to undertake system operator. March 2011
operational functions.

Determination of the

term of operational SO Branch’s refusal to take
functions fulfillment part in the commission’s
beginning. Undertaking activity due to failure to
of operational functions agree on target models
Vologdaenergo in the first stage volume. of NMC'’s structure. June 2011
. , Lack of financing due to
Preparation of NMC’s the tariff decision of 2010. 2Q of 2011

dispatcher work place at the

building of the executive body. Equipment redistribution

at the dispatcher service
RDO’s approval of in accordance with newly
redistribution of equipment accepted regulatory

Kolenergo by operational purpose. documents of SO. April 2011
Acceptance of PTL and SS
equipment into operational
management and support in Lack of financing due to
Komienergo the second stage volume. the tariff decision of 2010. 3Q of 2011
Acceptance of operational
functions in the Ist NMC’s personnel
Novgorodenergo stage volume. | incompleteness (3 dispatchers). 3Q of 2011

Organization of digital communication and information
transmission channels; distribution grid facilities
monitoring and management improvement programs.

In 2010 Programs of modernization and Arrangement under Programs of JSC
expansion of the system of collection Arkhenergo, JSC Vologdacnergo, JSC
Komienergo, JSC Novgorodenergo,
of JSC Arkhenergo, JSC Vologdacnergo, JSC Pskovenergo are planned for

and transmission of information to SS

JSC Karelenergo, JSC Kolenergo, JSC
Komienergo, JSC Novgorodenergo,
JSC Pskovenergo (hercinafeer referred
to as Programs) were developed.

Programs are approved at all branches
by Director General of JSC IDGC
of the North-West Kukhmay A.M.

Programs of six branches (except for
JSC Vologdaenergo) are approved
by Central IDO of JSC SO UPS.

2010-2015, JSC Karelenergo — 2010-
2016, JSC Kolenergo — 2010-2020.

Total cost (without VAT) of
amounted to 76.9 RUR mln, without
VAT, including by branches:

Arkhenergo - RURO million;
Vologdaenergo — RUR66.4 million;
Karelenergo — RUR0.9 million;
Kolenergo — RUR4.0 million;
Komienergo — RURO0.1 million;
Novgorodenergo — RUR3.7 million;
Pskovenergo — RUR1.8 million.
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Arrangements under the Program of modernization and expansion of the system of
collection and transmission of information to SS of branches in 2010

Expenses for
fulfillment of
arrangements

in 2010,

RUR thous.,

Arrangement under
the IRS Program

actually
implemented in 2010

Description of the IPR Project/
Description of services (repair,
maintenance, etc.) self-cost

2010 planned arrangement

under the IRS Program

without VAT
JSC Arkhenergo (total expenses — 0)

JSC Vologdaenergo (total expenses — 66,433)

Telecommunication network Telecommunication network

Telecommunication network

carries out
connection of the

communication
Organization of a direct channel to Organization of a direct
channel to SS 95 Haapalampi KareliaRDO| channel to SS 95 Haapalampi *

modernization Stage 1 Executed modernization IPR 36 622 modernization Stage 1
Modernization of Kharovsk Modernization of Kharovsk Modernization of Kharovsk
DZ SS Teleautomation Executed DZ SS Teleautomation IPR 13 380 DZ SS Teleautomation
Reconstruction of
Reconstruction of SS Tsentralnaya Reconstruction of SS §S Tsentralnaya
(teleautomation costs) Executed Tsentralnaya IPR 6967 (teleautomation costs)
Reconstruction of SS Iskra Reconstruction Reconstruction of SS Iskra
(teleautomation costs) Executed of SS Iskra IPR 9 464 (teleautomation costs)
JSC Karelenergo (total expenses — 914)
Modernization of
teleautomatics of SS 34 Modernization of TM of
Lahdenpohja (3 TN, 10 TT) Executed SS 34 Lahdenpohja 564
Modernization of teleautomatics Modernization of TM
of SS 95 Haapalampi (3 TN, 6 TT) Executed of SS 95 Haapalampi 350
Equipment installed,
communication
operator (SZT)
carries out
connection of the
communication
Organization of a direct channel channel to Modernization of TM * - included in costs for
to SS 34 Lahdenpohja Karelia RDO of SS 95 Haapalampi *| teleautomatics modernization
Equipment installed,
communication
operator (SZT)

* - included in costs for
teleautomatics modernization

JSC Kolenergo (total expenses — 3,964)

Reconstruction of the

Equipment is to be

SS-11a,b,v,g,d, e Implementation information collection assembled at the end of pilot
SS-87 TM equipment in 2Q 2011 system of MSSG of CPG - operation of SST SS-116
Included in
expenses for
Under complex |  reconstruc-
S$S-69 TM equipment Executed reconstruction of SS-69 | tion of §S-69
Organization of communication
channels at plot of §S-5 - TSUSU Executed| Repair of USU of PD of CPG 2000
Repair of communication
channels at plots of USU of
§§$5-S856,USUof SS5 - SS
28, USU of SS 5 - 8§ 29, USU
of §§5 - CUSU, USU of SS
5 — SRS, USU of S 5 — radio
Organization of a main direct center of Gorelaya mountain Organization of a main direct
channel and TM of SS-5 - §S-53 Executed - 8§53 of SS of CPG 1964 | channel and TM of SS-5 - SS-53

JSC Komienergo (total expenses — 142.6)
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Arrangement under

Expenses for

fulfillment of

2010 planned arrangement the IRS Program DescnP o alidic II.’R Proj ec.t/ arrangements
under the IRS Program Description of services (repair, 222010
g : a.ctually maintenance, etc.) self-cost h 2
implemented in 2010 R({IR t %111‘51:
without
Main digital
communication
channel arranged to Arrangement was planned
- PD Vorkutinskie PG - 142 550 | under the IRS Program for 2011
JSC Novgorodenergo - (total expenses — 3,670)
Setting of retranslation
at OIC for information
SS Spasskaya TN (1 connection) Executed In-house 0 transmission at N of RDO
Setting of retranslation
at OIC for information
SS Mostischi TN (2 connections) Executed In-house 0 transmission at N of RDO
Setting of retranslation
at OIC for information
SSBOS T1I (2 connections) Executed In-house 0 transmission at N of RDO
Setting of retranslation
at OIC for information
SS Rayonnaya T1 (3 connections) Executed In-house 0 transmission at N of RDO
Creation of NMC of JSC
SS Vostochnaya T1 (2 connections) Executed Novgorodenergo 80
Setting of retranslation
at OIC for information
SS Zapadnaya T1 (2 connections) Executed In-house 0 transmission at N of RDO
Setting of retranslation
at OIC for information
SS Antonovo TN (2 connections) Executed In-house 0 transmission at N of RDO
Creation of NMC of JSC
SS Pes T1 (3 connections) Executed Novgorodenergo 80
Creation of NMC of JSC
SS Pestovo T1 (2 connections) Executed Novgorodenergo 80
Creation of NMC of JSC
SS Kipriya TI (2 connections) Executed Novgorodenergo 439
Creation of NMC of JSC
SS Nebolchi TT (2 connections) Executed Novgorodenergo 439
Setting of retranslation
at OIC for information
SS Novaya T1I (2 connections) Executed In-house 0 transmission at N of RDO
Creation of NMC of JSC
SS Ruch’i (2 connections) Executed Novgorodenergo 80
Reconstruction of
communication channels Dispatcher communication
SS Yubileynaya — main and for the Network at Khvoyninskiy DZ and
reserve communication and Management Center of JSC telemetry information at
teleautomatics channels at FOCL Executed Novgorodenergo with PD 684,5 PD BPG, NMC, RDO
Reconstruction of
communication channels
SS Kabozha - main and for the Network Dispatcher communication at
reserve communication and Management Center of JSC Pestovskiy DZ and telemetry
teleautomatics channels at FOCL Executed Novgorodenergo with PD 517,7 information at PD BPG
Reconstruction of
communication channels Dispatcher communication
SS Moshenskoe - main and for the Network at PD BPG and telemetry
reserve communication and Management Center of JSC information at PD BPG,
teleautomatics channels at FOCL Executed Novgorodenergo with PD 583,2 NMC, N RDO
Reconstruction of
communication channels Dispatcher communication
SS Selskaya - main and for the Network at PD BPG and telemetry
reserve communication and Management Center of JSC information at PD BPG,
teleautomatics channels at FOCL Executed Novgorodenergo with PD 303,1 NMC, N RDO
Reconstruction of
communication channels Dispatcher communication
SS Ogneupory - main and for the Network at PD BPG and telemetry
reserve communication and Management Center of JSC information at PD BPG,
teleautomatics channels at FOCL Executed Novgorodenergo with PD 383,2 NMC, N RDO
JSC Pskovenergo - (total expenses — 1,782)
Replacement of TM for SS-113 and Teleautomatics at SS and
at DP of DZ No. 3 of PD of SES Executed ADCS modernization 1414 at the dispatcher unit
Digital communication channel Purchase of other devices
of $§-119-of PD of VPG Executed and equipment 368 Fiber flash equipment
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Repair and Maintenance
Activities

JSCIDGC of the North-West is
servicing 166.642 thous. km of
overhead power transmission lines
(circuit length), 7.945 thous. km of
cable power transmission lines, 1,143
substations with the voltage from 35
kV and the installed capacity of power

transformers equaling to 17.877 MVA.

In 2010 the following was

repaired in physical terms:

o Repair of 35-110 kV OL - 2,006
km (102% of the target);

e 35-150 kV substations — 44
pes (100% of the target);

¢ 0.4-20kVPTL - 4,589 km
(106% of the target);

¢ 35-110 kV OL sites cleared — 5,944
Ha (112% of the target);

o 6-20 kV OL sites cleared — 5,843
Ha (114% of the targer).

Tortal costs of electric networks
capital repair in 2010 amounted
to RUR1,227.3 mln, including:

o Repair of 35-110kV OL -
RUR174.1 million;

e Repair of 0.4-20 kV DL -
RURS522.1 million;

o Repair of equipment of 35-150

kV SS — RUR250.6 million;
e 35-150 kV OL sites clearing

— RUR71.0 million;
e 620 kV OL sites clearing

- RUR75.2 million
Low volumes of technical reequipment
and reconstruction of power grid
facilities do not allow to stop the
process of fixed assets deterioration,
over 60% of which have worked out
their service lives. The level of physical
wear specified requires corresponding
volumes of financing under the repair
program to maintain equipment in
operable condition. Volumes under the
repair programs during recent years

Repair Programs Cost Volumes Dynamics for 2008-2010 (RUR mln)
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have been insufhicient and remained at Achievement of Key OL Repair Physical Indicators for 2008-2010

approximately the same level, which in
light of the growing cost of contractors’

services and materials leads to the 8000 [ M 2010 2299
forced reduction of physical repair 2000 Bl 2009
programs indicators as compared 2008

to the previous planning periods. 6000

The increase in physical volumes by 5000
separate repair activities is carried
out due to reduction of others, which 4000
is extremely inefficient and does 3000
not allow planning all repair works
ensuring uninterrupted power supply 2000 [

of consumers at an acceptable level.
1000

The lack of repair programs financing

has a great influence on the lowering of 0 T T T T
Jectri . i e . At ti Repair of Repair of Clearing of Clearing of tracks of
electric power grid complex operation 35.220kVOL (km) 0,4-20kVOL (km)  35-220kVOL (Ha)  6-20 kv OL (Ha)

reliability, has a potential effect on the

increase of technological violations
with all ensuing consequences

Achievement of Key Indicators for Repair of 35-220 kV

(deficient supply, RRO costs, etc.). switches and 6-20/0.4 kV TS for 2008-2010 (pcs)
The dynamics of cost and physical
indicators of repair programs of IDGC 2000 [~ g 2010
of the North-West for 2008-2010 is B 2000
shown in the following diagrams. 5008 1560 1604
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Repair of 35-220 kV switches Repair of 6-20/0.4 kV TS

Achievement of Key Indicators for Capital Repair of 35-220 kV

Transformers and Complex Repair of 35-220 kV SS
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Purchasing Activity of the Company

Main Provisions

of the Company’s
Purchasing Policy

The Purchasing Policy of JSC IDGC
of the North-West approved by the
decision of the Company’s Board of
Directors on 18.07.2008 (minutes No.
34/2) is directed at ensuring of target
and efficient spending of the Company’s
monetary funds, as well as receipt of
economically feasible costs (market
prices for products) and prevention of

possible misuse by purchasing personnel.

The Company’s purchasing activity

is carried out in accordance with

the Regulation on the procedure of
regulated purchases of goods, works,
services for the needs of JSC IDGC
of the North-West as amended (the
Regulation) approved by the decision
of the Company’s Board of Directors
on 10.04.2008 (minutes No. 29/9). The
Regulation is posted on the website of
JSCIDGC of the North-West heep://
www.mrsksevzap.ru/ in the section
Purchasing Activity Management.

The Regulation on the permanent
Central Tender Committee of JSC
IDGC of the North-West ensuring the
development and implementation of
aunified policy of goods, works and
services purchases for the Company’s
needs, the activity of which is aimed
at ensuring the highest economic
efficiency, was approved by the
Company's Board of Directors on
12.11.2008 (minutes No. 37/5).

Regulation of the purchasing

activities of the Company:

o is carried out by application of mandatory
procedures to be complied with by the
purchasing personnel for each purchase
with the cost of over RUR500,000
(without VAT) (these procedures can be
also applied for lower priced purchases,
when deemed to be reasonable). The
Company cannot divide up purchases to
make regulations inapplicable thereto;

o is based on the system approach, which
stipulates that the Company should
have the regulation environment,
established of the organizational
structure of purchase management and
control, trained purchasing personnel,
organized purchase infrastructure;

o ensures compliance with the corporate

integrity of purchase rules;

o sets authorities and responsibilities

of purchasing personnel;

o is based on a reasonable use of special
methods for strengthening of market
rules for each particular purchase.

The Central Tender Committee,

i.c. central purchasing body, of the
Company (hereinafter referred to as
CTC) with the personnel composition
established by the Company’s Board
of Directors, grants permission for
product purchase, carries out control
and coordination of the purchasing
activity for the Company’s needs.

To carry out planning and
operational management of the
purchasing activity, the Logistic
Assistance Department is formed
in the Company, which carries

out the following functions:

o development if purchasing activity

methodology documents;

o ensuring of operation of the central tender

committee working on a permanent basis;

o implementation of the Company’s

purchase procedures;

 monitoring of the Company’s

purchasing activity performance;

« conduction of expertise of the Company’s
documents for compliance thereof with

effective purchasing activity standards;

o conduction of checks of the company’s

branches’ purchasing activity;

o participation in purchase, tender and
expert committees of the Company and
committees of external Organizers of

purchases for the Company’s need;

o participation in the work of committees
for review of complaints filed by
purchasing activity participants
against the activity of purchase and

tender committees of the Company.

Single source

Applied in cases set
forth in Clause 7.8 of
the Regulation on the
procedure of regulated
purchases of goods,
works, services for the  |——
Company'’s needs

Open tenders

Main methods are
applied in most cases

Closed tenders

Applied, if at least one of the following factors exists:

due to the complexity level, special character of the product, other
characteristics of the product's market, it can be purchased from a

limited range of suppliers (the number of which is known), subject
to invitation of all suppliers to take part in the tender purchase;

direct address attraction of participants serves a mean of guarantee
of confidentiality, required in the customer’s interests;

cost of purchase not exceeding:

« for purchasing construction materials and contractor works —
RUR3,000,000 (without value-added tax);

for purchasing other goods, works and services = RUR1,500,000
(without value-added tax).

the Provision on the procedure
of scheduled purchases of

goods, works, services for the
Company'’s needs needs

Tenders Offer requests Price requests
Main purchase method in Applied in cases set forth in Applied in cases set forth in
accordance with Clause 7.1.1 of Clause 7.5 of the Provision on Clause 7.6 of the Provision on

the procedure of scheduled
purchases of goods, works,
services for the Company’s

the procedure of scheduled
purchases of goods, works,
services for the Company’s
needs
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To carry out planning and operational
management of the purchasing
activity in JSC IDGC of the
North-West, separate structural
subdivisions involved in goods, works,
services purchase, were formed:

in the executive authority:

the Logistics Assistance Department;

in branches:

¢ JSC Arkhenergo — Contractual
and Tender Work of the Logistics
Assistance Department;

«JSC Vologdaenergo — Tender

Purchase Department;

¢ JSC Karelenergo — Tender Purchase
Department of the Logistics
Assistance Department;

¢ JSC Kolenergo — Logistics Department;

¢ JSC Komienergo — Tender
Purchase Department;

¢ JSC Novgorodenergo —
Logistics Department;

o JSC Pskovenergo — Logistics Department
of the Logistics Assistance Service.

Experts who are trained in purchasing
activity in specialized educational
institutions work in these subdivisions.

Description of Purchasing
Methods Applied and Terms
of Selection Thereof

To carry out the purchasing
activity, the Company uses the
following purchasing methods
set forth in the Regulation:

o open single stage tender,

o closed single stage tender;

e open request for proposals,

o closed request for proposal,

e open price inquiry,

o closed price inquiry;

o single source purchase.
g p

Key factors influencing the selection
of purchasing methods, other than
an open tender, are as follows:

o level of complexity of products purchased;
o peculiarities of products purchased;
o cost of purchase;

o necessity of confidentiality insurance,
required in the Company’s interests;

o required purchase terms.

The list of mass media for publishing
of official purchase information has
been established by the decision

of the Board of Directors of
26.02.2010 (minutes No. 54/9).

There is Purchases section on

the Company’s website, which
includes the following subsections:
Purchases Announcement, Tender
and Purchases Announcements,
Purchasing Results, Purchase Archive,
Purchasing Activity Management,
Defected Products Received.

E-Commerce Application
Description

B cootserln accordance with the
Regulation, the Company may use any
purchasing methods with the use of
virtual electronic trading platforms in
the international computer network
Internet for performance thereof (during
the whole time or at certain stages).

JSC IDGC of the North-West the
information analytical and trade
operational system “Market of
Products, Services and Technologies
for the Electric Power Industry”

at heep://www.b2b-energo.ru, the
system of informational support at
heep://www.tzselekera.ru, trading
platform of JSC Holding IDGC of
the North-West at heep://www.b2b-
mrsk.ru, as were defined as systems
of electronic commerce established
by the decision of the Board of
Directors on 26.02.2010 (minutes No.
54/9). Regulated purchases, analysis
of the purchased products market
are carried out based on them.

38% of purchases of the total quantity
of competitive procedures were carried
out in JSC IDGC of the North-

West with the use of the electronic
platform in general in 2010.

Low percentage of tender
holding based on the electronic
trading platform is due to

the following factors:

o high tariffs for tender participants,
leading to more failed procedures;

o significant part of tenders was not
held at electronic platforms due to
absence of tender participants or
presence of one participant only;

« insufficiently developed communication
infrastructure in the territory of several
branches, which prevents from wide
application of a possibility to attract
external organizations (among registered
users) to perform repair and construction
works and supply of small batches of goods

with regard to product line groups;

regional organizations are mainly small
and often do not have Internet access

and qualified specialists to take part

in electronic tenders; besides, they do

not want to disburse their funds to

pay for systems' services and have weak
motivation due to absence of competitors;

adjustment of main production
programs, which causes urgent
unregulated purchases.
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The Procedure of Formation and
Implementation of the Annual
Integrated Purchasing Program
In accordance with the Regulation,
the procedure of purchase planning
and development of the annual
integrated purchasing program

(AIPP) shall be established based on
the regulatory document on AIPP.

The Company’s AIPP is formed
based on expenses, stipulated
by the Company’s business
plan, and established by the

Company’s Board of Directors.

The AIPP is published on the
Company’s website and additional
Internet resource
heep://www.b2b-energo.ru. by activity
types and without statement of
scheduled (limit) prices within one
week upon approval thereof by the
Company's Board of Directors.

The AIPP is implemented by
arrangement and scheduled purchasing
in accordance with the terms, methods
and volumes, set forth in the AIPP.

2010 AIPP of JSC IDGC of the
North-West was established by the
decision of the Board of Directors on

23.06.2010 (minutes No. 60/15).

2010 AIPP of JSC IDGC of the North-
West adjusted to 2011 production
programs was approved by the

decision of the Board of Directors

on 25.11.2010 (minutes No. 66/6).

Annual Reporting of JSC IDGC of the North-West on

Purchasing Activities by Activity Types and Purchasing Methods

Implementation of the annual integrated purchasing program, comparison

of target and actual indicators (by purchasing methods).

RUR thous., including VAT

T Actual for
arget fora h :
: the reporting
reporting year seriod
2010 2010 | volume pur- pur-
Target Actual chase chase
quan- quan-
tity (in tity (in
Open tender 6701036 4 852233 100 658 72 546
Closed tender 312 318 244711 100 15 78 9
Open request
for prices 184910 184 381 100 140 100 154
Closed request
for prices 1200 1184 100 1 99 1
Open request
for proposals 1608208 | 1396447 100 502 87 465
Closed request
for proposals 6166 4767 100 4 77 4
Open competitive
dialogue 159 379 209285 100 12 131 21
Closed competitive
dialogue 0 0 0 0 0 0
Single source 20502 864 | 19962957 100 442 97 442
Single source (by
the results of failed
open procedures) 0 865 316 0 0 0 132
Total (purchasing
volume) 29476081 | 27721281 100 1774 94 1774
including 0 0 0 0
Open purchase
procedures 8614533| 6617945 100 1311 771 1185
Attraction of
third-party
organizations 0 0 0 0 0 0
Use of ETP (% of
the total amount
of competitors'
purchases) 3523 350 2627976 100 555 75 500
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Implementation of the 2010 annual
integrated purchasing program,
comparison of target and actual
indicartors (by activity types).

Comparison of target and actual

indicators by quantity of purchases
with the account of branches

TOTAL:
Target — 1,774 pcs.
Actual -1,792 pcs.

Comparison of target and actual

indicators by the amount with

the account of branches.

TOTAL:

Target — RUR29,476 million (with VAT).

Actual - RUR27,721 million (with VAT)

Classification of activity types:

NC - New construction;

TRR - Technical reequipping and
reconstruction;

PRP — Power repair production;

IT - Information technologics;

R&D - research and development;

CS - consulting services; AS — appraisal
services; Other — other services.

Comparison of target and actual indicators by quantity of

purchases (with the account of branches, pcs).
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ConComparison of target and actual indicators by the
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Information on Key Indicators of AIPP for 2011

The list and purchase volume for the
Company’s AIPP project for 2011 has
been currently at the stage of formation
and approval in accordance with the
financing volume, stipulated by the
Company's business plan for 2011.

Approximate AIPP indicators
for 2011 are 965 purchases in
the amount of RUR16,538,119
thous. with VAT, including:

« Executive body of JSC IDGC of the
North-West - 61 purchases in the amount
of RUR1,828,575 thous. with VAT.

e branches:

¢ JSC Arkhenergo - 125 purchases
in the amount of RUR 3,592,870
thous. with VAT.

« JSC Vologdaenergo - 160 purchases
in the amount of RUR3,994,411
thous. with VAT.

¢ JSC Karelenergo - 102 purchases
in the amount of RUR1,090,098
thous. with VAT.

¢ JSC Kolenergo - 105 purchases
in the amount of RUR1,083,887
thous. with VAT.

¢ JSC Komienergo - 149 purchases in the
amount of RUR545,040 thous. with VAT.

¢ JSC Novgorodenergo — 155

purchases in the amount of
RUR2,938,762 thous. with VAT.

« JSC Pskovenergo - 108 purchases
in the amount of RUR1,464,476
thous. with VAT.

Information on the Company’s
purchasing activity is posted on the
websites of JSC IDGC of the North-
West, branches (links to websites of
branches of JSC IDGC of the North-
West are placed at the front page of the
Company’s website) and on the website
of information analytical and trade
operational system “Market of Products,
Services and Technologies for Electric
Power Industry”
hetp://www.b2b-energo.ru,
heep://www.b2b-mrsk.ru.




Information The Company’s Computer Equipment (CE) Status
Technologies :

Quantit
The key task of the organizational and at the
methodological work on formation beginning at the end Should be
and use of IT resources is to ensure IDGC of the North-West of2010 0f2010 replaced
JSC IDGC of the North-West has PC, working stations 6454 6761 1852
affordable and high-quality I'T services. Server equipment 594 644 162

The automation level can be A significant surplus of server

equipment has been demonstrated

as compared to the previous periods,
which is firsc of all due to the Company’s
development within the operational
structure and growth of centralized

The key trend shown in the development
of computing technologies and

server equipment is unification

thereof. Measures, which allowed
preparing of centralized purchase of
computer equipment within the whole

assessed based on the range of tasks
as high, based on the total level of
tasks used as medium (automation
of key business processes).

The works have been carried out

in accordance with the regulating
documents, integrated in the
Quality Management System.

Development of IT
Infrastructure
Asof01.01.2011 JSC IDGC of the
North-West had 6,761 portable
computers (PCs, notebooks,

PDA) and 644 644 servers.

Key principles of CE configuration

is to provide a failsafe and high
performance work of the system used,
safety and information protection
insurance, use of the unified

projects volume. Renewal and extension
of CE fleet has been speeding up as
compared to the previous periods.

Company in 2011, were implemented
during the reporting period..

Development of Telecommunication Means

Provision of Substations with Communication Channels

Provision of

referred to as DCC) as of 31.12.2010 in JSC IDGC of the North-West, pcs:

-220 kV substations with digital communication channels (hereinafter

110-220 kV SS 35kV SS

Branch/IDGC of
the North-West

informational space of the Company. Arkhenergo 87 6 2 78 3 0
Change in the CE quantitative Vologdaenergo 87 34 24 124 8 7
composition and qualitative content Karelenergo 54 7 2 95 2 1
thereof is provided below. To Kolenergo 73 27 12 48 4 2
assess the quality of CE the Main Komienergo 90 29 1 107 9 0
Regulations for the Technical Novgorodenergo 74 33 12 60 4 1
Information Technologies Policy of Pskovenergo 100 15 1 70 0 0
JSCRAO UES of Russia were used. IDGC of the North-West 565 151 54 582 30 11
Construction of FOCL

Yolumes of FOCL-OL Construction in Branches of JSC IDGC of the North-West, km.

the North-West length in 2009 in 2010
Arkhenergo 531 268 146
Vologdaenergo 851 5 846
Karelenergo 604 176 39
Kolenergo 1268 268 290
Komienergo 0 0 0
Novgorodenergo 648 18 28
Pskovenergo 1233 113 288
IDGC of the North-West 5135 848 1637

Construction during the reporting period was carried out at the

expense of external investors for the right of transit.
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APCS Development

Development of Substations’ Automatics
Condition of teleautomatics of 35-220 kV as of 31.12.2010

in JSC IDGC of the North-West, pcs:

110-220 kV SS 35kV SS
Te- Te- Te- Te-

leauto-

Branch/IDGC of mated

the North-West in 2010
Arkhenergo 87 65 2 78 42 0
Vologdaenergo 87 81 5 124 94 5
Karelenergo 54 50 2 95 60 1
Kolenergo 73 69 0 48 36 1
Komienergo 90 62 1 107 42 1
Novgorodenergo 74 74 8 60 60 1
Pskovenergo 100 90 2 70 51 3
IDGC of the North-West 565 491 20 582 385 12

Development of Network Management Centers

_ Fulfillment of

Operational Functions
JSC as 0f 01.01.2010 (0) (¢
Arkhenergo from 2009 OIC KOTMINT
Vologdaenergo no OIC Sistel
Karelenergo from 2009 OICKOTMINT
Kolenergo from 2010 DDCS 2
Komienergo from 2009 OIC Dispatcher
Novgorodenergo from 2010 ENMAC (GE)
Pskovenergo from 2004 DDCS 2

In 2010 the following projects for creation/modernization of

NCCs of JSC IDGC of the North-West were executed:
o Creation of NMC in JSC Novgorodenergo;

« Reconstruction of communication channels and teleautomatics for
NMC ofJSC Novgorodenergo with production departments.

Development of Electric Power Accounting Systems

The number of accounting points in REM created/modernized
in 2010 under the investment program is as follows:

o Vologdaenergo — 646 pcs (putting into operation of multi-apartment residential houses 0.4 kV);

o Novgorodenergo — 76 pcs (external accounting points 0.4 kV).
o Total at IDGC of the North-West — 722 pcs.

Besides, creation/modernization of REM accounting points in JSC
Pskovenergo is carried out mostly at self-cost. In 2010 7,030 pes (0.4
pcs) of accounting points were modernized at self-cost.

Development of the
Corporate Information
Management System (CIMS)
During the reporting period the activity
on maintenance of license fineness

of the general purpose software use

and unification thercof was carried

out in accordance with the plan.

The reporting period was characterized
by a significant growth of the share of
centralized projects, implemented under
the general system automation project.

The level of automation can be
assessed based on the range of tasks
as high, based on the general level
of the tasks used as medium (key
business processes automation).

The works have been carried out
in accordance with the regulatory
documents, integrated in the
Ql_ality Management System.

Coverage of business processes
described in QMS by main

automation systems is given below.

In 2010 the Company succeeded

to switch to the unified CIM
system of ATR Energo Accounting
and Tax Reporting based on 1S
Enterprise 8.1. platform and provide
the accounting office and other
services with necessary analytics.

The system of salary automated
calculation AIS Personnel Management
has been put into commercial operation.

The automated system of consumers’
technological connection process
management (ASCTCPM) has been

put into commercial operation.

The Holding’s initiation of the
development of IT development
strategies, as well as partial financial
sequestering suspended implementation
of a number of scheduled projects,
aimed at CIMS development. The
development of IT development strategy,
scheduled for 2012, is an important
milestone of stable IT development.

The level of automation can be
assessed based on the general level
of the tasks used as medium (key
business processes automation).



Coverage of Business Processes in JSC IDGC of the North-West

QMS business processes Automation systems Centralization

Document flow, office
applications, electronic
reporting via Internet,

Ul. IS consultant, Business
Strategic and operational Studio 3 business
management modeling system Partial
1C:Accounting 8.1,
U2. Office applications,
Corporate governance document flow Partial
CIM of ATR on the basis
U3. of 1§ 8.1, 1S: Accounting
Economic and financial 8.1, Office applications,
management client bank, EIIS DIP Yes
U4.
Quality management Office applications No
Us.
Human Resources 1C:Personnel
management management Yes
B1. Document flow,
Marketing Office applications Partial
B2. In-house developed
Technological connection software Yes
B3.
Networks development
planning Office applications No
B4.
Development and
implementation of the
investment program Office applications No
In-house developed
software. Modus
complex, RastrWin
software, AWP of RPAE,
control of dispatcher
communication,
B5. log of ACS and
Operational and DTMM equipment
technological failures, dispatcher’s
management (OTM) application, etc. Partial
RAP - standard, TKZ-
3000, AWP of RPAE
BRIZ, PC Kosmos,
B6. DTSS 3, AIS Omnis-
Fulfillment of Utilites, power flow
transmission services accounting, UMS enforce Partial
PC EnergoAudit, own
B7. developments, Albatros,
Repair and maintenance PC Grand budget Partial
Ol. IS Consultant,
Legal support KodeksStroyEkspert, etc. Yes
02. CIMS Procurement,
Logistics Assistance b2b-energo, TPS-Electra Partial
1C:Accounting 8.1, Office
applications, accounting
03. of computer equipment,
IT infrastructure support technical support line Partial

IT Organization and
Management

In order to improve the effective
management system and make it
compliant with the requirements of
international standard ISO 9001:2000,
detailed business processes of the
Company’s IT subdivisions were
developed in the Company. The Deputy
Director General, the Company’s
Chief Engineer, controls business
processes of the IT subdivisions.

Based on the analysis of business
processes during the reporting
period, new standard STO
01.03.02 — 2011. Organization
Standard. Quality Management
System. IT Activity Organization
for IT activity management was
developed, approved and issued in
JSCIDGC of the North-West.

The work on implementation
of the Standard’s provisions has
been currently carried out.

Business processes are
regulated in accordance with
the following documents:

e Information technologies technical
policy of JSC IDGC of the North-West,
approved by the first Deputy Director
General, the Technical Director, of J[SC
IDGC of the North-West of 14.05.2007;

e Provision on the information
technologies and telecommunications
committee of J[SC IDGC of the North-
West, approved by Order of Director
General No. 47P of 31.03.2009;

o IT activity management Standard of

JSCIDGC of the North-West, 2005;

e STO 01.03.02 - 2011. Organization
Standard. Quality Management
System. I'T Activity Organization;

o Provision on the Information
Technologies Department.
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¢ In 2010 the system of automated salary

Main Results of the Reporting Period
The Company’s IT Expenses Structure

Expenses for 2010, RUR mln(including VAT)
Description

calculation at AIS Personnel Management
was put into commercial operation.

Operational maintenance of contracts

at CIM of ATR Energo was arranged.

___target| _actual|__target| _actual

The system of fixed assets accounting

Telecommunication services 92.1 92.0 107.2 92.2 in accordance with the International
Computer equipment (CE) 215 21.8 29.4 29.8 Financial Reporting Standards
Telecommunication and (IFRS) has been applied.
network equipment 104.7 103.5 14.6 14.7 ¢ In 2010 program Automated System of
Software - licenses: 12.7 15.6 36.1 25.3 Consumers’ Technological Connection
Oﬁce soﬁware 1.5 2.56 9.52 9.81 was out into commercial operation.
G ] All documents for technological
eneral system software 1.4 1.3 20.4 10.9 i . o
— — connection of consumers to electric
Specialized applications 9.8 11.7 7.1 6.7 networks in branches are executed via
Automated management systems: 62.4 339 54.3 61.1 this system. The work of all production
Document flow 0.0 0.4 0.7 1.2 departments, including DZs, is carried
Technological management 16.7 15.5 19.0 18.4 outin the bm“Ch’s‘u“iﬁCd informational
Services and customers 6.5 0 0 0 base through terminal access.

Mauaintenance and At the end 0f 2010 claims and suggestions

repairs, purchases 11.0 0 10.4 9.8 accounting blocks and additional

Accounting and tax reporting 11.4 1.1 15.9 23.4 services Oféutomated S,yswm of )

y - ; - 5 P Consumers’ Technological Connection
ccounting of electric power 16.5 16.5 L5 L5 program implementation was started.

Other systems 0.3 0.3 8.4 8.4 , )

Total > 266 2416 2732 e Under the Company’s operational and
ota 935 7 : 3. technological activity Project Formation
Target 535.1 of Operational and Dispatch Management

Actual 489.9 (Dispatcher Service) for JSC IDGC of

the North-West has been implemented.
In the reporting period total IT expenses increase by 58% as compared to 2009
and exceeded pre-crisis indices. Increase of funds, allocated to maintenance
of hardware and software structure was also seen during the period specified.
Large funds are spent on telecommunication and communication means.

IT Infrastructure
Development Perspectives
Key tasks of the development of CIMS

to be automated in 2011 are as follows:

o Elaboration of the Company’s
IT development concept

together with the Holding;

¢ Modernization and
development of CE fleet;

o Formation of the company’s

Key Achievements in IT Improvement Area CIMS placform;

e Creation of the IT infrastructure

Arrangements on organization
of centralized purchase of
equipment within the Company
were carried outin 2011.

o The internal information
portal was formed.

o The share of centralized project
increased, allowing saving funds,
spent for implementation thereof.

o In 2010 commercial operation of CIM
of ATR Energo was carried out. At
present time all subdivisions work on the
basis of unified informational platform
1S: Enterprise 8.1 via terminal access.
Automated data exchange between the
base, installed at the executive body
of JSC IDGC of the North-West and
informational bases of Branches is
carried out every day. The process of the
system’s shift on platform 1S: Enterprise
8.1 was started at the end 0f 2010.

o With regard to accounting and
tax reporting (CIM of ATR) the
following has been carried out:

o full automation of RAS
accounting operations;

» communication with other informational
systems, applied for automation of
process, data on which are required
for accounting and tax reporting;

o record keeping based on the unified
regulatory reference information;

o current control of correctness of
economic transactions reflection in
accordance with the requirements of
legislation, Accounting Policy and
internal accounting standards, as well as of
completeness of the informational base;

o change and improvement of the automated
accounting system due to the changes
of requirements set to accounting and
reporting, as well as terms of conduction
of financial and economic activity.

management system;

o Creation of the informational
safety system.

With regard to CIMS:

e implementation of the automated
transport operation management system;

o implementation of the network assets
and M&R management system;

o the system of reserves, purchases
and supplies management.

e management of the company’s
main activity.



Main 2011 APCS projects
aimed (with disbursement
at 2011 over 10 RUR mln,
without VAT) are as follows:

APCS projects:

o Modernization of the Dispatcher
panel of ODG of Cherepovets
DZ (Vologdaenergo);

e Technical reequipment of SS 21, SS
21A, SS 318, S§ 395, SS 20, SS 20A, SS
101, SS 52, SS 314 with implementation
of ACS of TSS (Kolenergo);

¢ Modernization of ADCS of Sosnogorskiy
DZ (CPG) (Komienergo);

o Reconstruction of ADPCS
(Novgorodenergo);
o Modernization of ADCS (Pskovenergo);

¢ Modernization, development
of communication means and
communication systems (Pskovenergo).

NMC objects:

o Reconstruction of NMC (in
accordance with the requirement

to NMC of RGC) (Kolenergo);

By electric power accounting
systems and AIEPAS subjects:

o Retail market AIEPAS (Karelenergo);

o Technical reequipment of the accounting
system (Novgorodenergo);

By telecommunication subjects:

o Modernization of the telecommunication
network (Vologdacnergo);

o Reconstruction of HF communication
equipment of SS Mikun - SS
Usogorsk (Dispatch and technological
information transmission systems
(DTITS), plot SS Mikun - SS
Usogorsk) (SPG) (Komienergo);

 Reconstruction of ATS at Shimskiy,
Batetskiy, Chudovskoy, Khvoinincskiy,
Demyanskiy, Kholmskom
DZs (Novgorodenergo).

The more detailed list of tasks to be
automated in the first curn shall be
established within the IT development
concept being elaborated.

Issues related to license maintenance
of the software used remain
in the center of attention.

Quality Policy of
the Company

Quality policy of JSC DGC of the
North-West is a set of principles

the Company applies in its day-to-

day activity. Their availability has
determined the direction of the
Company’s development and serves as
a basis for drawing up both medium-
term and long-term development plans.

The Company has the Quality
Policy, which is a combination of
priorities and valuable orientations

it follows with regard to all of its
stakeholders (consumers, employees,
suppliers, company, etc.). The Quality

Policy is a separate document.

The Quality Policy of JSC IDGC of
the North-West was established by
the Order of Director General of JSC
IDGC of the North-West in 2008
and is effective as a component of
the Company's strategic planning.

Due to revision of International
Standard ISO 9001:2000 Quality
Management System. Requirements
(GOST RISO 9001:2001) and

its approval as amended MS ISO
9001:2008 (and correspondingly GOST
RISO 9001-2008), the Quality Policy
of the Company was revised in 2010
and complies with the set requirements
and reflects existing priorities and
vision of the Company’s strategy.

Main Provisions of

the Quality Policy

JSC IDGC of the North-West is

an interregional distributional grid
company, which provides electricity
transmission and technological
connection services in the territory of
the North-West region of the unified
national power grid of Russia.

The Company considers development
of the efhicient distributional electric
power grid complex and constant
quality improvement of rendered
services as the priority tasks of the
Company, understanding the quality
as reliability and uninterrupted
power supply subject to all technical
requirements and support of a

high level service of consumers.

The priority objective is achieved
through development, implementation
and improvement of the Quality
Management System compliant with
the requirements of ISO 9001:2008.

Main principles to improve

services quality are as follows:

e constant determination and fulfillment of
consumers’ requirements, improvement
of quality of service thereof;

e constant improvement of the
Quality Management System of
the Company by application of
modern management methods;

e strict distribution and regulation
of responsibilities and authorities
within the Company;

« optimization of production and
management processcs;

e constant improvement of personnel’s
qualification and creation of favorable
conditions for each employec’s
participation in the Company’s activity;

o the best feasible use of the
Company’s resources;

e development of long-term, stable
and mutually beneficial partnership
relationships with suppliers;

« making of management decisions
based on the constant analysis of the
Company’s performance results;

e keeping of corporate values at a high level.
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The Company’s management takes
the leading position in the Quality
Policy’s implementation and shall:

¢ allocate necessary financial,
material and technical and human
resources in a timely manner;

« apply the efficient system of
personnel’s motivation.

In order to implement the main
principles and management
benchmarks set forth in the Quality
Policy of the Company, there is the
Quality Management System (QMS)
implemented and maintained in

the Company, which is conformed
by successful certification auditing
of the Company in 2009 under
supervision of Certification
Association Russkiy Registr.

The Company has been actively carried
out arrangements for implementation,
ensuring of execution of the QMS
main principles and development of
the corporate management system
based on the QMS since 2007. During
this period key QMS-based modern
management mechanisms, procedures
and tools, aimed at improvement of the
Company’s performance results were
formed, tested and implemented.

In the uninterrupted implementation
of main principles of the Company's
Quality Policy and functioning in its
QMS development and management
advantages achieved thereby, the
management of JSC IDGC of the
North-West sees a possibility to

reach a number of basic objectives

of the Company’s activity:

o improvement of reliability and safety
of consumers’ power supply.

o development of the production potential
due to application of hidden reserves of
the Company and cost optimization.

« increase of capitalization and
growth of the Company’s profit.

Under the development of the
Company’s Quality Management
System and implementation of
the Company’s Quality Policy

principles, key activity directions

of the Company in 2010 were:

o design and implementation of QMS-
based modern management systems
in the Company (risk management,
ecological management, occupational
safety and personal health management);

standardization, implementation

of unified corporate documented
procedures of organization and
conduction of the Company’s activity;

optimization of the Company’s
organizational structure, improvement of
organizational and functional structure,
regulation of the Company’s processes and
procedures based on the complex approach
with the account of rational functional
links establishment and development of
efficient interaction at all management

levels and blocks of the Company;

arrangement of employees’ training
involving learning of modern
principles and methods of organization
and conduction of the activity in
accordance with the requirements of

the QMS effective in the Company;

development of a unified informational
and consulting system of the
Company’s provision with necessary
internal and external regulatory and
technical documents, creation of a
unified information space with regard
to normative and methodological
support of the Company’s activity;

improvement of the system of target
planning, monitoring, analysis and
assessment of the performance results;

organization and maintenance of
the system of the internal audit and
control of effective management
system of the Company; carrying out
of monitoring, control and analysis
of the Company’s business processes
performance, components of the
management system and the system
in general on a permanent basis;

implementation of the business
modeling and business processes
managcmcnt automation System‘

In 2010 the analysis of the quality
management system performance
in 2009 was carried out. The
analysis was carried out with regard
to all fundamental components

of the management system:

o analysis of the Company’s Quality System;

o analysis of achievement of

quality Objectives for 2009;

e results of monitoring and measuring of
the Company’s business processes;

o results of internal audits of the
quality management system and
external checks’ results;

e corrective and prcventive measures status;

o consumer’s satisfaction with the level
and quality of rendered services;

o assessment of products’ compliance;
o level of standardization;

e improvements.

Based on the analysis resules the
Company’s management system’s weak
points were revealed, as well as the
reserves of activity’s improvement and
key directions of the system development
and performance improvement.

Based on the results of the analysis
conducted, the set of measures aimed
atimprovement of the management
system effective in the Company was
suggested in order to achieve the best
compliance with the Company’s Quality
Policy principles for 2010-2011.

Based on the results 0f 2010 compliance
of the quality management system’s
functioning with the set requirements,
and fulfillment of principles of constant
activity and the Company’s performance
results improvement was confirmed
during QMS Inspection Check for
compliance with the requirements of
International Standard ISO 9001:2008
and its domestic analogue GOST R
1SO 9001-2008, conducted to confirm
the compliance certificate, issued to the

Company by CA Russkiy Registr.

The priority direction of the development
of the management system effective

in the Company in 2011 should

become the implementation of the

risk management system based on the
existing management system as well as
development of an integrated quality
management system, combining various
components of the management system.






108 ANNUAL REPORT of JSC IDGC of the North-West as of the end of 2010

Investment Activities Indicators for Investment Activities

Summing up the investment activities
of JSC IDGC of the North-West in
2010, it is necessary to note the high
rates reached as a result of investment

2010 Cost and Physical Parameters of the Investment Activities

programs implementation in JSC

IDGC of the North-West’s branches. Devel- Fma'nc-

opment

Branch/IDGC

The investment program of JSC
IDGC of the North-West was
approved by the Board of Directors
on 07.04.2010 (Minutes No. 57/12).

With the planned investments Arkhenergo 140.1 143.2| 2015 8.4 25.4 5.0 15.4
amount of RUR2,338.573 million the Vologdaenergo 684.0| 757.4| 8419 77.4| 239.4 375 67.8
assimilation of capital investments Karelenergo 371.0| 331.8| 3155 57.3| 189.4 44.2 66.7
was RUR2,705.759 million or Kolenergo 110.7| 66.0| 1345| 39.6| 66.0| 16.1| 64.4
116% of the annual plan. Komienergo 523.6| 4289| 647.8| 95.0| 139.1| 33.7| 92.6
In general, all the planned goals and Novgorodenergo | 369.7| 340.4| 6225 5.8 60.0 5.1 30.9
investment tasks set by the investment Pskovenergo 487.5| 486.3| 474.8 15.0| 177.7 11.3| 108.9
program for 2010 and approved by the Executive office 19.2 20.2 32.6

Board of Directors for 2010 have been IDGC of the

met in JSC IDGC of the North-West. North-West 2705.8| 2574.2| 3271.2| 2985| 897.0 152.9| 446.7

2008-2010 Capital Investment Dynamics, RUR mln, without VAT

Branch/IDGC 2008 2009 2010

Arkhenergo 292.2 213.0 140.1
Vologdaenergo 758.7 378.6 684.0
On the background of increased Karelenergo 419.1 110.5 371.0
investmefnthin the ﬁ}:(ed ca[,JiLal in]hSC Kolenergo 4923 203.9 110.7
;D th ore ZN?;;(;ZVESBSS ranches Komienergo 1003.3 594.9 523.6
ortheperiod o i M Novgorodenergo 685.0 848.7 369.7
connection with the development
fehe f o . Pskovenergo 359.0 348.6 487.5
of the financial crisis and regional :
electricity consumption recession Executive office 14.5 21.3 19.2
the investment volume decreased IDGC of the North-West 4024.1 27195 2705.8

for more than 30% in 2009.
In 2010 the Company's difficult

financial situation caused by the
deterioration of counterparts’ payment

discipline in electricity transmission Capital Investment of JSC IDGC of the North-West
and the noncompliance with and Its Branches, RUR mln, without VAT

the plan ofi i , 11
e plan of incoming revenue, as well as 5000

negative outcomes of tariff regulation Bl 2010 _

in certain branches led to a reduction Il 2009 ;N,:

in planned investment by 15% to the 4000 [~ 2008

level 0£2009. However, the post-crisis

recovery and a significant increase | 3 2
3000 R g

in the volume of work performed

in the framework of the consumers'
technological connection allowed 2000
to keep the total volume of capital

investments in 2010 at the 2009 level.
1000

0 —T T T T T
Arkhenergo Karelenergo Komienergo Pskovenergo IDGC of the
North-West

Vologdaenergo Kolenergo Novgorodenergo Executive office
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Trends and Structure of
Capital Investments

In general, JSC IDGC of the
North-West's planned investment
levels in the areas of capital
investments have been met.

Failure of the capital investments plan
accomplishment for TR&R in JSC
Kolenergo (78%) was due to the project
design change on “Reconstruction of
35kV SS No. 338 with the replacement
of complete distribution device of
external installation CDDEI-6 kV,
2x16 Transformers to 2x25 MVA
Transformers’ Investment Project and
construction and installation works'
terms postponement. In the Company's
executive office (60%) the failure was due
to the disruption of equipment supplies
for the ‘Equipment not Included

in the Estimates of Construction
Projects’ item caused by the supplier.

In addition, due to the changes in the
equipment manufacturer's product
line, it became necessary to make
changes to the specification.

Failure of the capital investments plan
for new construction and expansion
of JSC Karelenergo (86%) was related
to the economizing on IP 35/6 kV
SS-1c Sortavala Novaya Substation
Second Start-up Facility Construction
settled as a result of tender procedures.
Failure in JSC Kolenergo (87%) was
related to the economizing in IP DC-
150 kV Construction Project near
Titan scttlement for the power supply
of Oleniy Ruchei Ore-Dressing and
Processing Enterprise settled as a result
of tender procedures, as well as long-
term coordination of design solutions
with related organizations (NHPP,
LLC Apatit, KMES, KRDU).

Capital Investment Direction

Overfulfilling the capital investments

plan for TR&R, new construction and

expansion of the remaining branches

is mainly related to the performance of

consumers' technological connection.

Overfulfilling the capital expenditure
plan on the purchase of FA in JSC
Karelenergo (3,797%) was associated
with the purchase of 0.4-6 kW

OL from Horticultural and
Market-Gardening Non-Commercial
Association Granite, Horticultural
Non-Commercial Association Zarya,
Horticultural Non-Commercial
Association Romashka, Horticultural
Non-Commercial Association
Urzhakovo, as well as the land plot in
Sortavala approved by the Investment
Commission of JSC IDGC Holding.

Overfulfilling the capital expenditure
plan on the purchase of FA in JSC
Komienergo (1,509%) was related

to the purchase of 110 kV OL No.
127, 128 Kozhva-Kyrtael approved

by the Investment Commission

of JSCIDGC Holding and the
purchase of profile property of

JSC Vorkutaugol according to the

Technological Connection Contract.

During the implementation of the
investment policy reflected in the
investment program, the following
facilities were put into service
after reconstruction in 2010:

In JSC IDGC of the North-West’s
branch JSC Arkhenergo:

o in November 2010, the works on
the second start-up reconstruction

complex Voznesenie-Terentievskaya
OL-110 kV were completed.

Voznesenie-Ieventievskaya OL-110
RV is located in Verkbnetoemsky and

Vynogradovkiy districts of the Arkhangelsk
region. The total length of existing
Voznesenie-Ieventievskaya OL-110 kV
was 47 km. In 2009, during the first
start-up complex realization, a 27.023
km long segment starting from pile No.
68 to pile No. 216 was reconstructed.

The works on the old line dismantling
and the reconstruction of Voznesenie
110/10 kW SS and Terentievskaya
110/10 kV SS were conducted as part

of the second start-up complex.

At Voznesenie 110/10 kV SS the VI-110
kV (NAMI-110), disconnecting switches:
RGP-1, RGP-2, 110 kV receiving unit
(B110), and stress cone unit were installed.
At Terentievskaya 110/10 kV SS the
VI-110 (NAMI-110) was installed.
Implementation of this investment
project increased the reliability of
consumers’ electric energy supply in
Verkbnetoemsky and Vynogradovskiy
districts of the Arkhangelsk region.
Construction and installation

works were carried out by JSC
Vologodskaya Mehkolonna No. 19.

Fixed assets input amounted

to RUR21.55 million.

o The reconstruction of sanitary facilities,
internal and external engineering
networks of the Repair and Production
Base of Serovsky Distribution Zone

(RPB SRES) building was completed.
The performance of facility works was

necessary for executing the regulatory
bodies requirements (State Fire Control
Service, State Inspectorate of Labor, and
State Epidemiological Surveillance).
During the reconstruction, the building up
of the foam block third floor was carried out.
The roof of the building was soft along the
concrete slabs, heat-insulated and ventilated;
the existing footing was reinforced-concrete,
pile and with monolithic grillage. The
facades of the building were reconstructed
with the replacement of window units and
wall insulation (the facade was vented and
made of fiber cement boards). The networks’
replacement (1, 2 floors) and arvangement
(3 floor) was implemented: electricity,

heat, cold and hot water supply, sewerage,
telephone, radio, firefighting and balanced

ventilation were installed. Reconstruction

Technical repowering

and reconstruction, RUR New construction, RUR Fixed assets acquisition,

: D mln, without VAT mln, without VAT RUR mln, without VAT
planned actual % | planned actual % | planned actual %

Arkhenergo 100.3 122.4 122 4.4 14.4 329 3.3
Vologdaenergo 631.6 627.7 99 30.7 56.3 184

Karelenergo 188.2 263.6 140 125.0 107.1 86 0 0.3 3797
Kolenergo 61.0 47.4 78 72.8 63.3 87

Komienergo 170.6 211.1 124 199.5 303.7 152 0.6 8.7 1509
Novgorodenergo 248.5 318.5 128 28.5 47.8 168 3.6 3.4 94
Pskovenergo 308.1 311.4 101 133.1 176.2 132

Executive office 32.0 19.2 60

IDGC of the North-West 1740.4| 1921.3 110 594.0 768.7 129 4.2 15.8 373
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of external engineering networks: heating
systems, water supply, sanitation was made.
60 square meters blind area (asphalt
coating) was reconstructed.

The works on reconstruction of the intra-
site territory were carried out. The total
area of works is 532.6 square meters (the
curbs were without the asphalt coating).
The 53 square meter rest area with the
concrete paving slab coating was organized
near the reconstructed building.

The reconstruction was carried out in
order to improve technical and economic
performance of buildings and structures,
as well as the staff working conditions.
Sanitary facilities of RPB SRES

were adjusted in accordance with the
requirements of CRR 2.09.04-97
Administrative and Domestic Buildings.
Fixed assets amounted to

RUR36.95 million.

In JSC IDGC of the North-West’s
branch JSC Vologdaenergo:
o The second stage of Tsentralnaya 110/6 kV

substation reconstruction was finished.

The facility is located in the center

of Vologda and supplies electricity to
social services, housing, manufacturing
Pplants, including the power of trolley
lines' tracking substations.

The reconstruction project involved the
replacement of old transformers with 16
and 20 MVA capacity for the new ones
with 40 MVA capacity each, as well as
the replacement of out-of-date equipment
(the substation was put in operation

in 1974) for modern high-technology
equipment. The project implementation
allowed to reduce operating costs,
increasing the network transmission
capacity, and greatly improving the
network reliability of the facility. The st
reconstruction stage was completed in
2008; the input power was 40 MVA.
Implementing costs of the 2nd
reconstruction phase were RUR187.9
million; the input power was 40 MVA.

o In December this year the Pakhomovskaya
35/6kV substation in Vytegorskiy
district of the Vologda region was put in
operation. As part of the reconstruction
two new 4 MVA power transformers were
put in operation at the power plant.

During the realization of the facility
investment project, the 35 kV open
distributive system (ODS) was
reconstructed, the relay protection

and antomation (RPA) system and

the automated informative electric

power accounting system (AIEPAS)

were upgraded as well as the oil

receiving and drip culverting system

was constructed and new protection
enclosures were builr at the facility.

The reconstruction of Pakhomouvskaya 35/6
kV SS was due to the necessity of ont-of
date equipment replacement, repair and
maintenance sevvices cost minimizing,

as well as energy device adaptation to a
possible load increase in substation.

The power facility start-up will increase the

reliability of electricity supply to consumers,
the largest of which were JSC Belorucheysky
timber industry enterprise and Volgo-Baltic
Channel of Vytegorskiy district and give the

opportunity to join the additional capacities.

The facility was included in the Cooperation
Agreement between the Vologda region
Government and RAO UES of Russia

to develop the Vologda region electric

power system and to ensure the reliable
power supply 10 its consumers.

The expenses for Pakhomouvskaya

SS reconstruction amounted to

about RUR40.628 million; the

power input was 8 MVA.

In JSC IDGC of the North-West’s
branch JSC Karelenergo:
e inJuly, 2010 the Kaalamo SS-23C

reconstruction was completed. The second

35/6kV transformer with 2.5 MVA power
and 35 kV switch block were installed at
the substation as well as 9 kV oil circuit
breakers were replaced by three vacuum
ones and RPA assembling was conducted.

The decision to reconstruct the substation
was taken on the basis of the Technological
Connection Contract with JSC Rusforest.
The substation reconstruction with the
installation of the second transformer
allowed to supply the electric power to LLC
Rusforest sawmill, increased the reliability
of electric supply ro the existing customers,
such as a military unit, railway station,
the local government in the Kaalamo
settlement of Sortavalskiy district.

Costs for reconstruction amounted to
RUR?7.632 million, without VAT,

In JSC IDGC of the North-
West’s branch JSC Kolenergo:

o The reconstruction of OL-35 kW No.
M-46 in the Northern Electric Networks
production department was completed.
As a result of the work performed, the
reliability of electric supply to consumers
of the Kolskiy district was increased.

The facility reconstruction was planned
far 20009. It was plﬂnned to reconstruct

the 2.17 km long section from pile No. 15

to pile No. 26, with the replacement of 12
wood piles. However, due to the contractor’s
backlog on the construction schedule 0.54
km of the line were reconstructed in 2009.
In the first quarter of 2010 the
reconstruction of the remaining section with
the start-up of a 1.55 km line was completed.
The project costs amounted

to RUR7.017 million.

o In December, 2010 the work on 110
kV SS No. 31 reconstruction with
the replacement of a T-1 transformer
from 7.5 to 16 MVA was completed.

The reconstruction was carried out under
the Technological Connection Contract of
Lovozerskiy Ore-Dressing and Processing
Enterprise to Kolenergo branch networks.
1o ensure the applicants’ electricity needs,
a power transformer with the power of
more than twice higher than the previous
level was installed at SS-31. Also during
the reconstruction the replacement of low-
oil-content circuit breakers for vacuum
ones was made. The mounting of control
and power cable tray branches was carried
out and the basement and oil receiver
for the new transformer were produced,
the tower bodies for the equipment
adjacent ro it were installed, and the
newly installed capacity transmission
busline cross-section was increased.
Lovozerskiy Ore-Dressing and Processing
Enterprise industrial site was continuous
power facility, so the works were

carried out during the lowest network
load periods, including weekends.

Certain difficulties were posed by
dismantling and installation of power
transformers at SS-31, their transporting
over long distances, making the basement
under a 16 MVA transformer, and
insulation parameters recovery after its
installation. But all these matters were
settled as work proceeds and as a result the
equipment was put in operation in due time.
The project realization costs

amounted to RURI2.13 million,

the power input was 23.5 MVA.



In JSC IDGC of the North-West’s
branch JSC Komienergo:

o In the first half of 2010, the reconstruction
of Mikun-Yedva 110 kV OL No. 177
(Vezhayka-Vozhskaya section) was

completed ahead of the scheduled start-up
dates. As a result the wooden piles were
replaced by steel PM-110-1 multi-faceted
supports, the mounting of the existing
AC-120 wires on new supports with

new fixtures and polymeric insulating
suspensions installation as well as lightning
protection and grounding device ona 24.1
km long line section was carried out.

In 2009 design and survey works were
carried out and a 10 km long 110 kV line
section was reconstructed at this facility.
The population residing in the territory, the
power supply of which is provided by 110
kV OL No. 177, is 35 thousand people.
Fixed assets amounted to

RURG60.374 million.

o In September 2010, Rayonnaya and Yugo-
Zapadnaya 35/6 kV SS reconstruction and
transformers replacement were completed.

During the reconstruction, power
transformers TM-6300/35/6 at
Rayonnaya 35/6 kV' SS were replaced
for power transformers TD-10000/35/6
from Yugo-Zapadnaya 35/6 kV' SS, and
power transformers at Yugo-Zapadnaya
35/6 kV SS were replaced for power
transformers from Rayonnaya 35/6 kV' SS.
The aim of the project was to ensure
reliability of electricity supply to consumers.
The reason for rearrangement of
transformers between Yugo-Zapadnaya
35/6 kV SS and Rayonnaya 35/6 kV°
88 was 10% overloading at Rayonnaya
35/6 kV SS and a 19% nominal value
load fall in one transformer ar Yugo-
Zapadnaya 35/6 kV'SS. As a result
of the rearrangement the substations
loading will be 69 % of the admissible
loading at Rayonnaya 35/6 kV' SS and
29% at Yugo-Zapadnaya 35/6 kV SS.

The volume of fixed assets amounted to 1.76
RUR mln, power input made 32.60 MVA.

o In December 2010, works on the
Prombaza 35/10 kV SS Reconstruction
project: replacement of transformers, oil
circuit breakers 35 kV (3 pcs.) and 10 kV

(3 pcs.) for vacuum circuit breakers.

The aim of the project was to

ensure reliability of electricity

supply to consumers of Usinsk.

In 2009 design works were performed. In
2010 T-1 (TDNS-10000-35/10) and
T-2 (TMN-10000-35/10) transformers
were replaced for TNDS - 16000/35
UHLI brand transformers.

The cost of the fixed assets brought in
amounted to RUR26.682 million. In
physical terms 32 MVA of transformer
capacity was put in operation.

In JSCIDGC of the North-West’s
branch JSC Nogorogenergo:

o The expansion of Moshenskaya-1 110
kV OL power line was completed.

The facility start-up was planned for Q2
0f 2010, however due to the contractor’s
work completion ahead of schedule the
reconstruction was finished in Q1 of 2010.
The reconstructed section lies across the
woodland (with the height of trees of 30-
40 meters). When the wind strengthens,
the trees may fall over OL-110 kV causing
the line switching-off for a long time.
During the reconstruction, works on
deforestation to the designed width, and
plank road layout were carried out.

The fixed assets brought in amounted

to RUR14.764 million.

In JSC IDGC of the North-West’s
branch JSC Pskovenergo:

o The second stage of one of the largest
Pskovenergo investment program
projects, Pskov 110/10/6 kV substation
No. 53 reconstruction, was completed.

Equipment (switches, disconnectors,

line traps, and coupling capacitors)

was installed in seven 110 kV cells.
Earthing was made for 7 cells.

Testing and tuning on power equipment
in 7 cells, inspection and testing of electric
networks circuit relay protection, control
and alarm systems was performed.
Special attention was paid ro improving
the reconstruction of electrical systems at
the substation. A number of organizational
and technical measures that can further
prevent both direct and indirect contact of
personnel with conductive parts were held.
Works on substation updating started in
2008. In total, JSC Pskovenergo will give
about RUR427 million (without VAT)
for the complex facility reconstruction.

The costs for the second stage realization
amounted to RURI140.63S million.
110/10/6 kV substation No. 53 has been
operated for more than forty years now. It
was the backbone element of Pskovenergo
electrical networks and the power source
for the most part of Pskov and Pskovskiy,
Pechorskiy, Plyusskiy, Strugokrasnenskiy
and Gdovskiy districts. At the regional
center, in addition to residential
neighborhoods, its customers included a
number of industrial enterprises, facilities
of Municipal Enterprise Gorvodokanal,
Municipal Enterprise Pskov Heating
Networks, and urban medical center.
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After the new construction
were put into operation:

1. In December 2010 at the JSC IDGC
of the North-West’s branch JSC
Karelenergo the building of the second
start-up facility Sortavala Novaya SS-

Is, the transformer capacity input of
which made 25 MVA was completed.

The works on the start-up facilicy
complex were completed in 2008.

It resulted to the mounting of the
KRUM-35 kV with vacuum circuit
breakers and installation of the 35/6 kV
transformer with the 25 MVA capacity.

When implementing the second
start-up facility the KRUM-6 kV with
vacuum circuit breakers was mounted
and the second 35/6 kV transformer
with 25 MVA capacity was installed.

Completion of this substation
building allowed covering the power
shortage that exists in Sortavala

and increased the reliability of
clectricity supply to consumers,
including socially significant ones.

Costs to implement the second
start-up facility made RUR98.362
million, input power was 25 MVA.

2.In December, in JSC IDGC of the
North-West's branch JSC Komienergo
the works were completed and the 1st
construction phase of the Sinegorye
20 kV SS-110/10 kV Building Project
was put in operation in Ust-Tsilma
Village with the cable transition
through the Pechora River.

The aim of the project was:

« improve the reliability of power
supply in Ust-Tsilemskiy district
of the Komi Republic;

o establish the reserve supply for electricity
consumers of the Ust-Tsilemskiy district
for a period of scheduled and emergency
repairs of the existing acrial crossing;

o reduce the costs for consumers'
electricity supply from backup sources
(DPP) during planned and emergency
shutdowns of the existing acrial
crossing over the Pechora River.

Put into operation:

o cable transition 20 kV voltage across
the Pechora River. Cable brand:
2XS2YRAA 3x1x50 RM/16 12/20.
Section length was 1.851 km;

o the single-circuit 20 kV OL of Sinegorye
— Pechora River 110/20/10 kV SS
connected to 10 kV DS of Sinegorye
110/20/10 kV SS and to the cable
crossing over the Pechora River on the
dead-end support of the Pechora river
left coast. Section length was 8.63 km;

e double-circuit section of VLZ-10/20
kV from Ust-Tzilma DPP to Ust-Tzilma
110/20/10 kV SS of 5.68 km lcngth.

The amount of the first construction
fixed assets was RUR120.997 million.
In physical terms 21.84 km of power
transmission line was put in operation.

In 2010, JSC IDGC of the
North-West started up several
large investment projects,
which primarily include:

3.InJSCIDGC of the North-West’s
branch JSC Vologdaenergo the

works on the 110 kV DC and 110

kV OL Building Project design and
reconstruction of the existing SS

and Tsentralnaya 1.2 OL to connect
the HRSG 110 of the Vologodskaya
CHPP to the Vologdaenergo clectrical
network were completed. In the
second half of 2010, the Main Power
Equipment Supply Contract and
Construction and Installation Works
Contract for the 110 kV DC building
and Tsentralnaya 1.2 110 kV OL
power line reconstruction were signcd.
Construction of these facilities was
performed under the Technological

Connection Contract with JSC TGC-2.

110 kV DC building to transmit
the power from the Vologodskaya
CHPP was directly related to the
JSC TGC-2's adoption of long-
term strategic development plans,
in order to increase the electric
power sale market at the maximum
level of consumers' heat supply.

Power output from the Vologodskaya
CHPP will be made by cutting-in

to the existing 110 kV Tsentralnaya
1.2 near the CHPP, at the section
between the Lugovaya SS and
tapping on the Vostochanya SS.

Completion of facility construction
and startup was planned for 2012.



4.1In JSC IDGC of the North-
West’s branch JSC Komienergo the
works on Mikun-Yedva 110 kV OL
No. 177 section design (Vozhsky-
Yedva section) were completed.

The Mikun-Yedva 110 kV OL No.

177 section 33.8 km long was put in
operation in 1971. Standard operation
time has expired and the line wear
was 100%. Wood decay measurement
analyses showed the support state
invalid for the further exploitation.

Asaresult of reconstruction in

this section the replacement of 141
wooden intermediate supports for steel
many-sided supports will be made.

The line reconstruction works will be
completed in the III quarter of 2011.

5.In]JSCIDGC of the North-
West’s branch JSC Komienergo the
works on the Construction of 110
kV OL Syktyvkar 220/110/10 kV
SS-Krasnozatonskaya 110/10 kV SS
project design were completed.

The main objectives of the project were:

o create the 110 kV distributing mains
loop system for Sykeyvkar's power
supply, which will increase the network
transmission capacity and improve
the 110/10 kV SS electricity reliability
which supplies the facilities of the city;

o climinate the influence of planned and
emergency outages at Vostochnaya-
Storozhevsk 110 kV OL No. 180 and
Vostochnaya-Mordino 110 kV OL
on the electricity supply reliability
to Sykeyvkar consumers, including
critical infrastructures of the city;

o provide an increasing demand for
electricity in the suburban area of
Krasonzatonskiy Settlement, Maksakovka
Settlement through the construction of a
new Krasnozatonskaya 110/10 kV SS with
the 2x16 MVA capacities. The transformers
with 1x16 and 1x10 MVA capacity in poor
technical condition produced in 1960’s
and dismantled of the Vostochnaya SS
were temporarily installed on the existing
Krasnozatonskaya Substation, besides the
existing substation was overloaded and was
actually a closed-center of power supply;

o reduce the power losses.

Completion of all works under this
facility was planned for 2013.

In total, for the purpose of the facilities’
construction and reconstruction in the
future periods JSC IDGC of the North-
West carried out the design and survey
works amounting to RUR87.12 million.

Saving of JSC IDGC of the North-
West total investment at the 2009

level in 2010 resulted in a shift toward
larger volumes of capital investments
aimed at technical re-equipment and
reconstruction of existing facilitics.
The TR&R investment share increased
by 33% compared to 2009, while
investments for new construction
dropped for 17%. One of the reasons
for such shift was an economic crisis,
which resulted in significantly reduced
power consumption and thus the need
for new power grid construction and
commissioning of new capacities also
dropped. In addition, in 2010, the
increased number of works performed by
technological connection of consumers
(the share of capital investments in
technological connection grew by 21%
by 2009) contributed to the increased
investment in existing networks.

Capital Investments Structure, RUR mln, without VAT

| 2008 2009 2010

Investment activity directions - total: 4024.1 27195 2705.8
Electricity supply facilities, including 3443.8 2050.3 23409
TR&rPR 1895.6 1109.0 1475.9
New construction and expansion
of existing facilities 1398.5 886.2 736.9
Other power grid facilities
(automation, communication) 149.7 55.1 128.1
Metering and control of
electricity, including. 91.4 33.4 22.7
Wholesale market AIEPAS in
the investment program 22.3 4.3
Other means of electricity
accounting and control 69.1 29.1 22.7
R&D of building for future years 123.6 220.1 87.1
Other industrial and economic facilities 137.1 55.5 66.8
Equipment not included in the
estimates of construction projects 158.0 188.2 172.3
Unproductive sphere objects - 0.1
Capital investments in intangible assets - 0.0
Long-term financial investments -
Acquisition of fixed assets 70.2 1719 15.8
Reference:
Development of capital investments in
technological connection of consumers 770.4 886.1 1073.7
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71% of the total investment was

aimed at technical repowering

and reconstruction of the network
complex with a view to reducing the
percentage of mail equipment wear

and the performance of work on
technological connection of consumers.

In 2010, the Investment Program of
JSC IDGC of the North-West was
characterized by a minimal number

of large transient investment projects
either being completed and introduced
in the current period or being started
and carried over 2011. The volume of
fixed assets corresponds to the volume of
capital investments, taking into account
the cost of design and survey works

for future years and the emergence of
the unplanned work on technological
connection of consumers in the second
half 0f2010, the input of which was
scheduled for the first half of 2011.

The decrease in fixed assets by 14%
compared to 2009 due to the completion
of several major investment projects by
JSC Novgorodenergo branch in 2009.

Reduction of large investment projects
in 2010 significantly increased the
amount of work in the distribution net,
the reconstruction/building incremental
cost of which was substantially lower
than in the high voltage networks. This
can be explained by the fact of the input
power growth in 2010 while reducing
the FA input in monetary terms.

The sources of funding for capital
investments were primarily the
Company's own funds (84%). Volume of
the borrowed funds for investments in
2010 amounted to RUR111.7 million.

Structure of JSC IDGC of the North-West Capital Investments in 2010

Il Technical repoweri
and reconstruction

New construction

Bl Acquisition of fixed assets

ng

1%

71%

Fixed Assets Input Dynamics for 2008-2010, RUR mln, without VAT

Branch/IDGC 2008 2009 2010

Arkhenergo 190.2 270.5 143.2
Vologdaenergo 692.6 212.6 757.4
Karelenergo 532.1 81.6 331.8
Kolenergo 467.2 316.8 66.0
Komienergo 1222.6 632.3 428.9
Novgorodenergo 431.8 1100.0 340.4
Pskovenergo 350.0 369.0 486.3
Executive office 14.5 20.3 20.2
IDGC of the North-West 3901.0 3003.1 2574.2

Investment Program Financing Sources

In 2010 JSC IDGC of the North-West implemented the investment
program using the following funding sources:

] 2010

Investment sources, total

2705.8

Accounting year amortization

1402.2

Unused amortization
of previous years

Unused profit of previous years

Own financing
sources

Accounting year profit for
use in the in accounting
year investment program

including

Payment for technological
connection

Additional. emission

Other own funding sources

862.5

Budgetary funds
(federal, municipal)

Borrowed funds (loan interest)

111.7

External funding
sources

Payment for technological
connection

329.3

Other sources of external
financing, including equity
participation in the construction
due to other sources




Planned Amount of
Investments of the
Investment Program

for Future Years

The long-term investment program

of JSC IDGC of the North-West

was formed in accordance with the
requirements of RF Government Decree
No. 977 dated 01.12.2009, taking

into account the tariff regulations

of 2011, the actual execution of the
investment program for 2010 and
contracts for technological connection.

The volume of investments in 2011-
2013 was specified in accordance with
the branches’ investment programs
approved by the regional authorized
bodies of executive power.

Investment growth in fixed capital in
JSC IDGC of the North-West for the
period 0f 2011-2013 was scheduled four
times. The main direction of capital
investment development was technical
repowering and reconstruction of
the network complex (more than
73% of total investments) required
due to high basic equipment wear.

The share of investments in new
construction in the long-term
investment program remained at the
level in 2010 with a slight decrease

of total investments (the rotal
investment share in new construction
for 2011-2013 was 3% lower than

in 2010, equal to 28.4%), due to the
significant construction volume of new
substations and transmission lines,
including in the those in the frame of
technological connection in 2010.

Fixed asset investment growth in
2011,2012 and 2013 due to the real
need for fixed assets renewal and new
construction for the development

of the North-West region.

Capital investment funding sources
during 2012-2016 were primarily
the Company’s won funds (79%), in
the remaining part (21%) they were
borrowed funds for investments.

2010-2013 Investment Program Distribution in the
Area of Capital Investments, RUR mln

Branch/IDGC 2010 2011 2012 2013

JSC Arkhenergo, total 140 783 865 679
TR&R 122 724 772 590
New construction 14 59 93 89
Other 3 - - -
JSC Vologdaenergo, total 684 1148 2169 2594
TR&R 628 865 1773 2353
New construction 56 283 396 241
Other 0 - - -
JSC Karelenergo, total 371 391 678 371
TR&R 264 333 339 370
New construction 107 58 338 -
Other 0,3 - 1 1
JSC Kolenergo, total 111 448 845 1657
TR&R 47 412 531 1180
New construction 63 36 314 477
Other - - - -
JSC Komienergo, total 524 744 1226 1287
TR&PR 211 512 761 522
New construction 304 231 465 765
Other 9 1 - -
JSC Novgorodenergo,

total 370 919 1332 1416
TR&R 318 847 1114 956
New construction 48 67 214 456
Other 3 S 3 4
JSC Pskovenergo, total 488 844 1459 1596
TR&PR 311 546 1013 960
New construction 176 268 447 636
Other - 30 - -
Executive office. total 19 33 - -
TR&R 19 33 - -
New construction - - - -
Other - - - -
IDGC of the North-West 2706 5310 8573 9600
TR&R 1921 4271 6302 6 931
New construction 769 1004 2266 2664
Other 16 35 4 S
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Main Indicators of the Accounting and Financial Reporting

Financial Results
of the Company

Revenue and net cost dynamics
analysis for the Company and
affiliated DGC for 2008-2010

The Company’s revenue in the reporting
period is the combined income of

the following types of activity:

o service rendering on electricity
transmission;

« technological connection to
electrical networks;

« production and sale of DPP electric
energy in JSC Arkhenergo and JSC
Komienergo (property complex DPP
of JSC Komienergo was implemented
in the 4 quarter of 2010);

« maintenance and repair of electricity
supply network objects;

o other services in the core
and non-core activity.

The main consumers of electricity
transmission services rendered by the
Company are sales companies formed
during the reorganization of RAO UES
of Russia Holding. In the future, during
realization of consumers’ transfer to
direct electricity transmission agreements
strategy (bypassing the sales companies),
the share of sales companies in the scope
of the Company’s services will steadily
decrease, however currently the number
of direct consumers is insignificant.

Transition to boiler rate-making method
in the sphere of electricity transmission
in 2008 led to heterogencity of cash
settlement schemes of the Company’s
branches with their consumers. Now
various boiler schemes are ac work in the
area of the company’s responsibility.

Analyzing the Company’s financial and
economic figures one needs to consider,
thatin QI 0of 2008 JSC IDGC of the
North-West fulfilled the functions of sole
executive body of JSC Arkhenergo, JSC
Vologdaenergo, JSC Karelenergo, JSC
Kolenergo, JSC AEK Komienergo, JSC
Novgorodenergo, JSC Pskovenergo. The
Company began its operation as the sole
operation company on 01.04.2008 (2-4

quarters) by integrating the DGC’s above.

In order to compare the data the revenue
and net cost dynamics analysis is carried
out by branches presently integrated in
the JSC IDGC of the North-West. Data
for 2008 in this section is given inclusive
of the actual data for branches in QI

Actual revenue change dynamics for 2008-2010 by branches, RUR mln

2008 2009° 12010

ARKHENERGO TOTAL 2 866 3361 3903
Electricity transmission revenue 2615 3089 3636
TC revenue 21 43 68
Revenue from other activities 230 229 199
VOLOGDAENERGO TOTAL 3988 4525 4831
Electricity transmission revenue 3946 4486 4741
TC revenue 15 11 48
Revenue from other activities 27 29 42
KARELENERGO TOTAL 2511 2 894 3571
Electricity transmission revenue 2433 2855 3519
TC revenue 57 27 36
Revenue from other activities 21 12 16
KOLENERGO TOTAL 3170 3478 3594
Electricity transmission revenue 2964 3439 3506
TC revenue 191 21 59
Revenue from other activities 15 17 28
KOMIENERGO TOTAL 5115 6160 S 455
Electricity transmission revenue 4474 5628 4906
TC revenue 133 64 264
Revenue from other activities 508 468 284
NOVGORODENERGO TOTAL 2 164 2 429 2646
Electricity transmission revenue 1822 2 140 2553
TC revenue 320 266 60
Revenue from other activities 22 23 32
PSKOVENERGO TOTAL 1807 2093 2667
Electricity transmission revenue 1740 1979 2 485
TC revenue 33 65 132
Revenue from other activities 34 50 50
IDGC of the North-West TOTAL 21622 24 944 26 669
Electricity transmission revenue 19 994 23616 25 346
TC revenue 770 497 668
Revenue from other activities 858 831 655

*In accordance with the 2009 business plan performance report approved by the Board of Directors.

The total revenue of JSC IDGC of
the North-West for 2010 amounted
to RUR26,669 million, which is
RUR1,725 million, or 6.9 % more
than the level of 2009. In addition:

o revenue from electricity transmission

increased by RUR1,730 million, or 7.3 %;

e revenue from technological connection
services grew by RUR171 million, or
34.4 %, which is caused by gradual
overcoming of the crisis tendencies
in the economy, accompanied by
growth of industry consumption

in the regions and, as consequence,

increase in the number of applicants;

e revenue from other activities decreased

by RUR176 million, or 21.2 %,

which is caused by reduction of

other core and non-core activity.

Increase of revenue from electricity

transmission services as of 2010

compared to 2009 is non-uniform
for the regions of the JSC IDGC of
the North-West responsibility area.
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The structure of actual revenue for 2010
is as follows: the main share of revenue
comes from electric energy transmission
services — 25.3 billion RUR, or 95 %;
revenue from technological connection
services amounts to RUR668 million,
or 2.5 %; revenue from other activities

- RURG5S million, or 2.5 %.

Total actual net cost for 2010
amounted to RUR25,145 million,
which is more than the level of 2009
by RUR2,259 million, or 9.9 %.
The greatest increase ofcxpenscs is
marked in the following items:

o Purchased power for electric power
loss compensation in networks,
RURG621 million, or 17.5 %, which
can be accounted for by the increase of
liberalization share at the purchased
power market in 2010 and by significant
growth of prices for electric power both
in the controlled and free sector;

Electricity transmission services by UNPG
objects - RUR1,799 million, or 34 %; the
growth is caused by the rise in tariffs for
the services rendered by JSC FGS UES;

Labor costs with deductions - RUR665
million, or 12 %, which is caused by the

following factors: ecconomic effect of
tariff rates (official salaries) indexation,
carried out in 2010 in the amount of 7

9% pursuant to the terms of the Industry
tariff agreement in electric power industry
for 2009-2011 and the corresponding
growth of social deductions, as well as the
growth of the staff number in comparison
with 2009 due to the employment of the
personnel from territorial divisions of
LLC Energobalans of the North-West.

Raw and other materials - RUR124
million, or 10 %, the growth in this

section is connected with the constant
increase in prices for material resources.

Transmission revenue change dynamics
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Data on the actual net cost for 2008-2010 by of JSC IDGC of the North-West’s branches, RUR mln

Branch/IDGC 2008 2009 2010

Arkhenergo Total net cost 3202 3391 3639
Purchased power for loss compensation 717 838 1012
Raw and other materials 265 300 316
Production works and services 384 322 115
Electricity transmission services by the UNPG objects 402 411 510
Labor costs with deductions 847 976 1083
Other expenses 587 544 603
Vologdaenergo Total net cost 3633 3833 4438
Purchased power for loss compensation 440 535 615
Raw and other materials 185 154 250
Production works and services 190 106 118
Electricity transmission services by the UNPG objects 1066 1245 1473
Labor costs with deductions 884 924 1109
Other expenses 868 868 872
Karelenergo Total net cost 2381 2706 3139
Purchased power for loss compensation 310 371 449
Raw and other materials 100 109 129
Production works and services 204 174 218
Electricity transmission services by the UNPG objects 879 1115 1305
Labor costs with deductions 514 572 668
Other expenses 372 365 371
Kolenergo Total net cost 3134 3421 4182
Purchased power for loss compensation 265 283 339
Raw and other materials 91 103 89
Production works and services 711 837 892
Electricity transmission services by the UNPG objects 967 1087 1715
Labor costs with deductions 672 656 701
Other expenses 428 455 446
Komienergo Total net cost 4673 5685 5101
Purchased power for loss compensation 683 858 906
Raw and other materials 336 353 314
Production works and services 907 1321 370
Electricity transmission services by the UNPG objects 641 794 1077
Labor costs with deductions 1298 1473 1560
Other expenses 807 886 874
Novgorodenergo Total net cost 1703 1932 2379
Purchased power for loss compensation 330 368 482
Raw and other materials 92 104 108
Production works and services 151 137 116
Electricity transmission services by the UNPG objects | 290 372 606
Labor costs with deductions 376 426 483
Other expenses 464 526 584
Pskovenergo Total net cost 1724 1918 2266
Purchased power for loss compensation 259 301 374
Raw and other materials 111 129 172
Production works and services 178 176 184
Electricity transmission services by the UNPG objects 223 273 410
Labor costs with deductions 591 645 730
Other expenses 361 393 396
IDGC of the North-West Total net cost 20450 22886 25 145
Purchased power for loss compensation 3004 3556 4177
Raw and other materials 1181 1252 1376
Production works and services 2727 3074 2014
Electricity transmission services by the UNPG objects 4468 5297 7096
Labor costs with deductions 5183 5670 6335
Other expenses 3887 4037 4146
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The data above reflects the
outstripping growth rate of payment
costs for electricity transmission
services of UNPG objects and of
purchased power for compensation
oflosses in comparison with

other Company’s expenses.

By activity types the actual net cost
0f2010 has the following structure:

o Net cost of electricity transmission
- RUR24 485 million, or 97.4 %;

o Net cost of technological connection
services - RUR83 million, or 0.3 %;

o Net cost of other activity -
RURS76 million, or 2.3 %.

Total growth of actual net cost at year-
end 2010 against the level of last year
amounted to 9.9 %, however the revenue
grew only 6.9 %. Such discrepancy is

in many respects caused by the resules
of tariff-balance decisions for 2010

at Kolenergo branch (the established
tariffs led to shortfall in income

over RUR800 million and are being
challenged by the Company in court),
and it explains negative dynamics of the
Company’s gross and net profit figures.

Analysis of the

Company's business plan
fulfillment in 2010

The Company’s business plan for 2010
was approved by the Board of directors
on 07.04.2010 (Minutes No. 57/12).

The table shows the Company’s
activity actual resules’ deviations
from their planned values.

Profit dynamics for 2008-2010, RUR mln

Gross profit

2008 actual
(from 1st
quarter DGC) 2009 actual 2010 actual

1574

2058 1524

Net profit

-857 150 -807

* In accordance with the 2009 business plan performance report approved by the Board of Directors.

Analysis of the Company's plan fulfillment for 2010

2010, RUR mln
absolute,
Indicator target Actual| RURmIn| relative, %
201 0.8

Total revenue 26468 26 669

Electricity transmission

revenue 25 356 25 346 -10 0.0
TC revenue 379 668 289 76.3
Revenue from

other activities 731 655 -76 -10.4
Total net cost 25508 25 145 -363 -1.4
Purchased power for

compensation of losses 4204 4177 -27 -0.6
Raw and other materials 1336 1376 40 3.0
Production works

and services 738 741 3 0.4
Services of JSC FGC UES 7 137 7 096 -41 -0.6
Services of distributing

grid companies 1341 1273 -68 5.1
Labor costs with

deductions 6710 6335 -375 -5.6
Other expenses 4042 4146 104 2.6
Total gross profit 960 1524 564 58.8
Commercial costs 29 25 -4 -13.8
Administrative costs 810 776 -34 -4.2
Sales profit (loss) 121 724 603 498.3
Interest receivable 5 9 4 80.0
Interest payable 741 461 -280 -37.8
Income from

participation in other

organizations 0 24 24

Other income 254 1774 1520 598.4
Other expenses 529 2417 1888 356.9
Profit (loss) before taxes -890 -348 542 -60.9
Profit tax and other

similar payments 160 459 299 186.9
Net profit (loss) -1050 -807 243 -23.1




As the table shows, the total amount
of actual revenue at year-end 2010 is
higher than the planned amount by
RUR201 million, or 1 %, including:

o Electricity transmission revenue is below

scheduled value by RUR10 million

« Revenue from technological

connection services increased by
RUR289 million, or 76 %;

o Revenue from other activities is below
the plan by RUR76 million, or 10 %.

Total net cost of JSC IDGC of

the North-West at year-end 2010
amounted to RUR25,14S million,
which is less than the planned value
by RUR363 million, or 1 %.

As the table shows, the expenses
are considerably lower compared to
the plan at the following items:

o Payment fund with deductions

by RUR375 million, or 6 %;

o Electricity transmission services by UNPG

objects by RUR41 million, or 1 %

o Electricity transmission services
by distributing grid companies
by RUR68 million, or 5 %;

o Purchased power for the compensation
of losses by RUR27 million (1 %).

Growth of expenses for Raw and
other materials by RUR40 million

(3 %) is connected with the rise of
prices of material resources above the
planned level (Lubricants, fuel DPP).

The largest share in the structure of
expenses is held by: JSC FGC UES
services cost 28 %, purchased power
for compensation of losses - 17 %,

Labor costs with UST 25 %.

Other (operational and non-
operational) income added up wich
excess amounting to RUR1,520
million or 598 % (planned - RUR254
million, actual RUR1,774 million).

Other (operational and non-
operational) expenses are above

the planned amount by RUR1,888
million or 357 % (planned RUR529
million, actual RUR2,417 million).

The sum of the Company’s other
income and expenses was increased
in relation to the amount approved
in the business plan due to the
inventory of the Company’s assets
and obligations held in 2010.

The Company’s net loss at year-
end amounted to RUR807 million
with RUR1,050 million planned.

The main factors that influenced

the Company’s negative
financial result in 2010:

1. Problems of last mile
contracts dissolution

e Last mile contract revenue writing off
from CJSC Eurasian power company
(branch of Komienergo) for 2009
amounting to RUR589 million (partially
compensated by the restoration
of the reserve created earlier);

e Decrease 0f 2010 revenue concerning
tariff decisions on last mile amounts
of CJSC Eurasian power company
(included in the business plan)
amounting to RUR248 million;

o Creating provision for doubtful debts
in the amount of disagreements with
CJSC Petrozavodskmash (Karelenergo
branch) regarding last mile amounts for
2010 at the rate of RUR130 million

2. Revenue decrease concerning
tariff-balance decisions

o Creating shortfall in Kolenergo branch
income according to the results of tariff
decisions for 2010 amounting to RUR880
million (included in business plan);

e Decrease in consumption of JSC
Severstal (Vologdaenergo branch)
concerning tariffand contractual
volumes at the rate of RURS9 million

3. Non-compensated costs of
natural phenomena consequences’
liquidation in June-July, 2010
amounting to RUR93 million
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The Company’s Key
Performance Indicators

Rapid development of modern economic
relations, necessity of forming a clear
vision of competitive advantages by
companies’ management led to the need
of developing and introducing a system
of balanced parameters that could be
universally applied both for making
strategic administrative decisions and
for assessment of the management
efficiency and improvement of
management motivation.

Russian electric power
industry reform, the purpose of
which is creation of competitive
markets of electric and thermal
energy manufacture, transmission
and sale, actualizes the issue of
firming such system of parameters.

Since the time of its forming
the model of economic planning is
formed and applied in the Company,
based on the system of Key performance
indicators (KPI). According to the JSC
IDGC of the North-West Standard
of business planning approved by the
Board of directors, business plan is
considered as an instrument of KPI.

The Company’s Board
of directors annually approves
and, if necessary, corrects
annual and quarterly KPL

Atyear-end 2010 Return on
equity (ROE) secured by cash flow
for JSC IDGC of the North-West
as a whole amounted to 3.70 % with
3.75% planned. Efficiency of the
investment program realization with
regard to 2010 actually equaled to
110 %, with planned value of 295 %.

Data on actual fulfillment of established KPI for 2010.

Efficiency of the
investment program
realization with regard

Return on equity (ROE) to current year (by
Name of IDGC secured by cash flow, % terms and cost), %
JSCIDGC ofthe
North-West -3,75 -3,70 >95 136

Complex parameter Reliability criterion for JSC
IDGC of the North-West is fulfilled.
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Energy losses in DGC networks

At year-end 2010 total energy losses to total grid output by branches of JSC IDGC
of the North-West are below scheduled (actual 6.82 % with 7.18 % of target).

Name of IDGC/Branch

IDGC of the North-West 7.18 6.82
Arkhenergo 12.92 12.46
Vologdaenergo 5.26 4.84
Karelenergo 5.36 4.90
Kolenergo 3.78 3.15
Komienergo 10.53 10.78
Novgorodenergo 10.16 10.35
Pskovenergo 14.16 14.14

Energy losses to grid output, %



Performance indicators, trends in the

structure of receivables and payables

This section of the annual report provides the information on assets, liabilities
and financial condition of JSC IDGC of the North-West. The information
is provided according to the Company’s financial reporting data.

The analysis of JSC IDGC of the North-West’s assets

Dynamics and structural changes of assets, RUR mIn

as of of as- asof| ofas- asof | ofas-
Indicator 31.12.08 | sets,% | 31.12.09 | sets,% | 31.12.10 | sets,%
Intangible assets - - -
Fixed assets 29039| 79.7%| 29630 77.7%| 29557 77.1%
Construction in progress 1392 3.8% 1106 2.9% 1270 3.3%
Income yielding
investments into
tangible assets - - -
Long term financial
investments 55 0.2% 66 0.2% 70 0.2%
Deferred tax assets 265 0.7% 366 1.0% 155 0.4%
Other non-current assets 106 0.3% 48 0.1% 38 0.1%
Non-current assets 30857| 84.7%| 31216| 81.9% | 31090| 81.1%
Supplies 980 2.7% 928 2.4% 889 2.3%
VAT for gained values 69 0.2% 35 0.1% 43 0.1%
Long-term receivables 152 0.4% 156 0.4% 253 0.7%
Short-term receivables 3286 9.0% 4767 12.5% 4315| 11.3%
Advances paid 437  1.2% 191]  0.5% 169 0.4%
Short-term financial
investments - - -
Monetary assets 632 1.7% 539 1.4% 1132 3.0%
Other current assets 2 286 0.8% 435 1.1%
Current assets 5558| 15.3%| 6902| 18.1%| 7236| 18.9%
TOTAL ASSETS 36416 100%| 38118| 100%| 38326| 100%

Dynamics of non-current assets (RUR mln)
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Dynamics of assets has a constant
tendency towards growth, which is
proved by the dynamics values:

e During the period from 31.12.2008
till31.12.2009 the increase
amounted to RUR1,702 million
in absolute terms or 4.7 %;

e During the period from 31.12.2009
till 31.12.2010 the increase
amounted to RUR208 million
in absolute terms or 0.5 %;

Considering the industry characteristics
of production and the character of JSC
IDGC of the North-West’s activity,
asignificant share in the structure

of non-current assets falls within
permanent assets. During the three-
year period their share (in the structure
of assets) remains practically without

changes (from 77.7 % to 77.1 %).

The share of construction in progress in
the structure of assets from 31.12.2008
till 31.12.2010 had no significant
changes. The growth of investments size
in 2010 by 12.9% in comparison with
2009 occurred mainly due to increase
of construction objects under the
technological connection agreements.

The current capital is one of the major
parameters that define the efficiency
of the enterprise activity since its size
characterizes the organization’s ability
to provide its production activity with
financial and other liquid resources.

Analyzing the dynamics of the
Company’s current assets one can
observe their constant increase: from
RURS,558 million on 31.12.2008 to
RUR?7,236 million on 31.12.2010,
which amounted to 30.2 % of
growth. One should note positive
changes in their structure in 2010.
Changes of current assets in 2010
arce connected with the following:

o reduction of accounts receivable from
buyers and customers by RUR855
million (in comparison with debts of
2009), which significantly influenced
the increase of cash balance at the end
of the reporting period and amounted
to RUR1,132 million, which is RUR593
million more, than on 31.12.2009);

o increase of other debtors’ indebtedness that
occurred in connection with selling the DPP
property complex of Komienergo Branch
and indebtedness for penalties and fines for
using others' monetary assets, accrued asa
result of proceedings with sales companies.
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All these changcs give evidence to Dynamics of current assets (RUR mln)

improvement of current assets’ structure
and positively characterize the current 8000 [

assets management policy in the Company. 2000 -

The current assets’ management policy

— [ ]

of JSC IDGC of the North-West consists 6000 1™
in defining the sufficient level and 5000 [
rational structure of current assets and

in defining the size and structure of their 4000 [
financing resources. In order to fulfill 3000
the purposes of effective use of proper

and borrowed capital and preserve its 2000 [
financial stability the Company works |

1 1 J

in the following directions: raising debt, 1000

according to the approved limits of 0

debt position, and construction of the Asof 31.12.08 Asof 31.12.09 Asof 31.12.10

intelligent and balanced system of budget B Short-term receivables I Monetary assetscpencrsa
| Long-term receivables I Other current assets

management (cash flow management).

Supplies

Dynamics of changes in the structure of accounts receivable of JSC IDGC of the North-West, RUR mIn

As of As of As of
31.12.08| Share,%| 31.12.09| Share,%| 31.12.10| Share,%

Indicator name Accounts receivable
(payments expected more than 12
months after the reporting date) 152 3.9 156 3.1 253 5.3
buyers and customers 64 1.6 37 0.7 32 0.7
Bills of exchange receivable - 0.0 0 0.0 0 0.0
Debts of subsidiaries and affiliates - 0 0
advances paid - 53 1.0 50 1.1
other debtors 88 2.3 66 1.3 171 3.6
Accounts receivable
(payments expected within 12 months
after the reporting date) 3723 96.1 4958 96.9 4485 94.7
buyers and customers 2730 70.5 4408 86.2 3558 75.1
Bills of exchange receivable - - -
Debts of subsidiaries and affiliates 105 2.7 81 1.6 141 3.0
advances paid 437 11.3 191 3.7 169 3.6
including:
to the suppliers of materials 29 20 22
to construction organizations 337 128 87
to repair organizations 2 3 1
to service providers 70 39 58
other advances paid - 1 1
other debtors 451 11.6 278 5.4 617 13.0
including:
penalties, fines and agreement penalty payments 42 40 203
tax overpay to federal budget 3 31 8
tax overpay to the budget of the Russian
Federation constituent territories 48 106 66
tax overpay to local budgets 2 1 1
Overpayments to state non-budgetary funds 14 10 43
non-interest bearing notes 52 - -
other debtors 290 90 296
Total accounts receivable: 3875 100.0 5114 100.0 4738 100.0




The share of construction in progress in
the structure of assets from 31.12.2008
till 31.12.2010 had no significant
changes. The growth of investments size
in 2010 by 12.9% in comparison with
2009 occurred mainly due to increase
of construction objects under the
technological connection agreements.

The current capital is one of
the major parameters that define the
efficiency of the enterprise activity since
its size characterizes the organization’s
ability to provide its production activity

with financial and other liquid resources.

Analyzing the dynamics of the
Company’s current assets one can
observe their constant increase: from
RURS,558 million on 31.12.2008 to
RUR?7,236 million on 31.12.2010,
which amounted to 30.2 % of
growth. One should note positive
changes in their structure in 2010.

Analyzing changes for 2008-2010 one
can conclude that the main growth

of the accounts receivable fell within
2009. Share of long-term reccivables
atyear-end 2008 amounted to 3.9

%, at year-end 2009 — 3.1 % and in
2010 it amounted to 5.9 % of the total
amount of receivables, and the share of
short-term accounts receivable equaled
70.5 % as of 31.12.2008, 86.2 % on
31.12.2009 and 75.1 % on 31.12.2010.

The state of economy in the country,
decline in production, surely increased
the size of debt of sales companies

— the main Company’s contractors,
which affected the growth of buyers
and customers’ debt at year-end 2009.
The growth of accounts reccivable
occurred due to the influence of

two factors, both of which are

the consequences of financial and
economic crisis in the country:

1) violation of payment discipline
on behalf of sales companies;

2) presence of disputable debrts.

Disagreements regarding payment arose
in two areas: first, by the type of the
applied tariff (one-rate and two-rate),
and by the size of the declared capacity
between JSC IDGC of the North-West
and the sales companies. Disputed
amount between JSC IDGC of the
North-West and the main consumers
regarding the rendered transmission
services at year-end 2009 amounted to
RURZ2,317 million, which is 45.3 % of
the Company’s total reccivables or 52.6
% of the buyers and customers’ short-

Dynamics and structure of accounts receivable (RUR mln)
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term indebtedness amount. In 2010
the Society took measures to collect
the disputable debts. The claims of JSC
IDGC of the North-West regarding
recognition of contractual volumes

of rendered services on electricity
transmission were judicially sustained,
which caused a significant decrease

in disputable debts to 410 million

as of 31.12.2010, i.c. by 1 RUR907
million less, than on 31.12.2009.

In 2010 the economic conditions

in the country remain strained,

but the production growth rate

is increasing on the basis of
economic situation stabilization,
which influences the improvement
of financial relations between
contractors and the improvement of
the enterprises’ payment discipline.

All the Company’s branches carry
out work on collecting and excluding
the formation of delayed receivables.
To create the conditions to reduce
the indebtedness JSC IDGC of

the North-West takes a number of
measures in the following areas:

o claim-related work is carried out;

e agreements on the order of debt

repayment (restructuring arrangements)
are being contracted with clients,

which promote the normalization of
payments and reduction of debrts;

o offsets of murtual claims are carried
out with compliance with norms

and requirements of the current
legislation of the Russian Federation.

Growth of other long-term reccivables
atyear-end 2010 is connected with
sale of the DPP property complex in
charge of Komienergo Branch. Due

to signing the payment schedule for
the repayment of obligations between
LLC Regional Generating Company
(Ukhta) and JSC IDGC of the North-
West, this as of 31.12.2010 is referred
to the category of long-term debts.

Increase in the line of Debts in
penalties, fines and penalty payments
in comparison with 2008 and 2009 by
RURI161 million and RUR163 million
accordingly, is connected with showing
the interest for the use of others’
monetary assets, accrued as a result of
proceedings with the sales companies

JSCIDGC of the North-West Net Assets Dynamics

JSC IDGC of the North-West Net Assets Dynamics, RUR mln.

As of As of As of
Indicator name 31.12.2008 | 31.12.2008 | 31.12.2008
Net assets cost 27 890 28218 27 395 1% -3%
Net assets ratio to
authorized capital 291 2.95 2.86
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Net assets cost is the balance Net Assets Dynamics, RUR mln

cost of the Company’s property

(its total assets), reduced by its 30000 —

obligations. This parameter is one 27890 28128 57395

of the major criteria for evaluation 25000 —

of a company’s financial stability.

During 2008-2009 the JSC IDGC of 20000 [

the North-West shows the increase

dynamics, and during 2009-2010 - the 15000 [

dynamics of net assets reduction by

RURS23 million or 10000 —

3 %. The following factors influenced

the change of net assets cost: 5000 F

o - decrease of depreciated book value of
fixed assets due to selling the DPP property 0 J
complex by Komienergo branch; Asof 31.12.2008 Asof 31.12.2009 Asof 31.12.2010

o - reduction of deferred tax assets;

o - increase in the Company’s obligations
due to growth of obligations for
the advance payments received for
services of technological connection
to distributive complex networks.

Ratio of net assets to the authorized
capital of JSC IDGC of the North-
West as of 31.12.2010 amounted to
2.86, which is the criterion of the
Company’s financial stability.

Analysis of JSC IDGC of the North-West’s liabilities

Dynamics and structure of liabilities, RUR mln

as of as of as of
Indicator 31.12.2008 Share, % | 31.12.2009 Share, % | 31.12.2010 Share, %

Authorized capital 9579 26.3 9579 25.1 9579 25.0
Shares repurchased 0 0.0 0 0.0 0 0.0
Additional capital 17 417 47.8 17 401 45.7 17 364 45.3
Reserve capital 307 0.8 337 0.9 344 0.9
Undistributed profit of pevious years 6 0.0 700 1.8 869 2.3
Uncovered loss of pevious years 0 0.0 0 0.0 0 0.0
Undistributed profit (uncovered

loss) of reporting year 598 1.6 150 0.4 -807 2.1
Total-equity capital 27907 76.6 28 167 73.9 27349 71.4
Long-term loans and credits 1969 5.4 4083 10.7 4372 11.4
Deferred tax liabilities 928 2.5 943 2.5 1039 2.7
Other long-term liabilities 12 0.0 40 0.1 301 0.8
Total long-term liabilities 2909 8.0 5067 13.3 5712 14.9
Short-term loans and credits 2732 7.5 575 1.5 279 0.7
Short-term debts payable 2126 5.8 3173 8.3 3151 8.2
Advance payments received 637 1.7 1079 2.8 1723 4.4
Dividends payable 17 0.0 5 0.0 1 0.0
Unearned revenue 35 0.1 51 0.1 46 0.1
Provisions for futre expenses 52 0.1 0 0.0 65 0.2
Other short-term liabilities 0 0.0 0 0.0 0 0.0
Total short-term liabilities 5600 15.4 4883 12.8 5265 13.6
TOTAL LIABILITIES 36 416 100.0% 38 117 100% 38 327 100%




Analyzing the changes during
2008 — 2010 one can conclude
that the structure of JSC IDGC
of the North-West’s liabilities had
no essential changes. The main
share of the Company’s liabilities
falls into the category of Equity
capital: as of 31.12.2008 its share
was 76.6 %; on 31.12.2009 — 73.9
9% and on 31.12.2010 — 71.7 %.

As 0f 31.12.2010 the greatest share

of property sources is taken by
Authorized capital (25.1 %) and
Additional capital (45.6 %). The size of
JSCIDGC of the North-West equity
capital equals RUR27,349 million
and reduction in comparison with
2009 amounted to RUR818 million.
This dynamics was influenced by the
loss resulting from financial activity
in 2010 amounting to RUR807
million caused by negative results of
Kolenergo branch tariff regulation.

Other long-term liabilities are
presented by advance payments for
technological connection, the term
of repayment for which is over 12
months after the reporting date.

Borrowed capital (long-term and short-
term credits and loans) as of 31.12.2010
amounts to RUR4,651 million, which
is by RURS50 million less than that at
year-end 2008 and by RUR7 million
than at year-end 2009. Its share during
the analyzed period varies from 12.9

% to 12.1 %, i.e. dynamics is not
significant. It is necessary to note, that
since there is above mentioned shortfall
in income of Kolenergo branch
present, the Company did not allow
growth of borrowed funds in 2010.
Besides, there is a marked tendency

to decrease of accounts payable.

During 2009 the Company

diversified credit portfolio by credit
products, banks, terms of loan, and
also gradually reduced the amount

of short-term loans and credits

by reorienting them to long-term
borrowed funds. In 2010 the Company
keeps the policy of credit portfolio
management, aimed at attraction

of long-term credits and loans.

The analysis of JSC IDGC of the
North-West total liabilities (long-term
and short-term) shows their growth: in
2008-2009 by RUR1,442 million and
in 2009-2010 by RUR1,027 million.
The growth of accounts payable, both
long-term and short-term, is caused

by growth of advance payments for

Equity capital dynamics (RUR mln)
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Short-term accounts payable

technological connections received.
Its growth in 2010 amounted to
RUR938 million or 86.5 %. This

category of indebtedness is current,
and its obligations are fulfilled
according to contractual terms.
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Changes in the structure of accounts payable of JSC IDGC of the North-West, RUR mln

Indicator As of Asof As of
31.12.08 | Share, % | 31.12.09 | Share, % | 31.12.10 | Share, %

Other long-term liabilities
(exclusive of credits and loans)
accounts payable of suppliers and contractors 2
Other long-term liabilities 12 0 40 1 299 6
accounts payable
(exclusive of credits and loans) 2763 100 4252 99 4874 94
including:
suppliers and contractors 1421 51.2 2263 52.7 2063 39.9
among them:
to construction organizations 566 677 596
to repair organizations 68 75 38
to other suppliers and contractors 787 1511 1429
bills payable 0.25 0.25 0.25
debt to subsidiaries and affiliates 37 1.3 33 0.8 15 0.3
salaries payable to personnel 197 7.1 253 5.9 269 5.2
including:
current 197 253 269
overdue - - -
debt to state and non-budget funds 41 15 74 1.7 65 1.3
including:
to the Pension Fund of the Russian Federation 35 60 55
to Obligatory Medical Indurance Fund 5 9 8
to the Social Insurance Fund 1 3 2
in penalties and fines to State Non-budgetary Funds 0.02 2
taxes and fees payable 306 11.0 468 10.9 556 10.7
including:
to the Fedal budget 186 427 384
to the budgets of constitent territories
of the Russian Federation 118 38 171
to local budgets 2 3 1
advance payments received 637 229 1079 25.1 1783 34.5
other creditors 124 45 82 1.9 123 2.4
Total accounts payable 2775 100.0 4292 100.0 5175 100.0
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Short-term accounts payable at year-end
2010 amounted to RUR4,874 million.
The growth of debt can be marked

in the reporting year: in comparison
with 2008 by RUR2,111 million (or
76.4%.) and by RUR622 million (or
14.6 %) after 2008 accordingly.

Considering the structural changes
during the reporting period one

can conclude that the share of long-
term liabilities, 99 % of which are
represented by advance payments for
technological connection, grew to 6 %.

Short-term debt to suppliers and
contractors for 2010 decreased

by RUR200 million or 8.8 %, in
comparison with debts 0£2009, but
increased by RUR642 million or 45.2 %
compared to year-end 2008. The increase
of indebtedness in 2009 is connected
with change of payment system for



electricity transmission services at
UNPG networks: in 2007-2008 the
terms of contracts regarding payment
stipulated advance payment of 60-70 %%
of the actual cost of services, in 2009-
2010 the scheme of payment stipulates
advancing 22 % of actual cost of services.

The main items of accounts
payable to suppliers and contractors
atyear-end 2010 include:

e Debts o JSC FGC UES - 27.9 %,

 Debts for electric power costs for
compensation of losses — 20.32 %;

o Debes for services of power
transmission through networks of
other network organizations — 9.3 %;

o Debs to suppliers of materials — 4.3 %;

e Debts to construction
organizations — 28.7 %.

The analysis of dynamics of debt

to supplicrs and contractors one
needs to consider, that itis also a
source of covering of buyers and
customers’ accounts receivable

and its reduction in comparison
with year-end 2009 testifies to the
improvement of payment discipline
of the Company’s main consumers.

Sccond largest component of the short-
term accounts payable is indebtedness
in the received advance payments;

its share as of 31.12.2010 amounts to
34.5 %. Its growth amounted to:

¢ 2008-2009 - RUR442 million or 69.4 %;
¢ 2009-2010 - RUR704 million or 65.2 %;

The growth is caused by the increase
of advance payments received under
technological connection contracts.
Increase from 2008 to 2010 amounted
to RUR1,126 million (188.6 %).

Moncy resources for technological
connection are directed towards

the increase of the Company’s non-
current assets and are closed after
performance of all contract obligations.

The Company’s Borrowed and
Equity Capitals Ratio

This indicator characterizes the amount
of the debt capital in the structure

of equity funds and sources of their
formation. At year-end 2010 for RUR1
of the debe capital there was RUR2.51
of equity funds, which characterizes
low debt ratio and high level of the
funds secured by equity capital. And
this, in turn, reflects stable financial
structure of the Company’s funds and
suflicient level of its financial stabilicy.

Borrowed and Equity Capitals Ratio Dynamics

OfJSC IDGC of the North-West

Borrowed and Equity Capitals Ratio dynamics, RUR mln

As of As of As of | Dynamics| Dynamics
Indicator 31.12.08 | 31.12.09 | 31.12.10| for2009| for2010

Debt capital, including 8508 9951 10978 1443 1027
Long-term loans

and credits 1969 4083 4373 2114 290
Other long-term

liabilities, including

deferred tax liabilities 940 984 1340 44 356
Short-term loans

and credits 2732 575 279 -2 157 -296
Short-term debts payable 2763 4253 4 874 1490 621
Dividends payable 17 5 1 -12 -4
Unearned revenues 35 51 46 16 -5
Reserves for future

expenses 52 65 -52 65
Equity capital, including 27907 | 28167| 27349 260 -817
Charter capital 9579 9579 9579 0 0
Additional capital 17 417| 17401| 17364 -16 -37
Reserve capital 307 337 344 30 7
Retained porfit

of past years 6 700 869 694 169
Uncovered loss of past years 0 0 0 0 0
Undistributed profit

(uncovered loss) of

reporting year 598 150 -807 -448 -957
Borrowed and equity

capitals ratio 0.30 0.35 0.40

The ratio of borrowed and equity capitals during the reporting period has a tendency

towards increase. of extra and own means for the considered period tends to increase.

Advance payments for technological connection constitute the bulk of liabilities. When

calculated without the advance payments received for technological connection services,

values of this parameter were the following: as of 31.12.2008 — 0.28, as 0f 31.12.2009
—0.31, as of 31.12.2010 — 0.33. The volume of borrowings in 2010 had no increase.

The Company’s Borrowed and Equity Capitals Ratio, RUR mln

As of As of As of| Dynamics| Dynamics
Indicator 31.12.08 | 31.12.09| 31.12.10 for2009 for 2010

Equity capital 27 907 28 167 27 349 -817
Unearned revenue 35 51 46 16 -5
Liabilities 8 474 9900 10932 1426 1032
Borrowed and equity

capitals ratio 3.30 2.85 251
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Coverage of debt service payments

The indicator “Coverage of debt service
payments” shows the Company’s
ability to repay its current liabilities

by cash flow from operations.

Acyear-end 2010 the Company
is capable of covering 74.9 % of
available credits and loans liabilities
through cash flow from operations.

The essential factor that affected the
dynamics is the Company’s negative
financial result at year end 2010. In 2008
and 2009 the Company’s profit was
RURS598 million and RUR150 million
accordingly. Depreciation expenses
that have a tendency to a constant
increase, and turnover for repayment

of principal, which includes both
prompt and pre-schedule repayment of
liabilities, also have essential influence
on the change of this factor. In this way
the amount of liabilities under credits
and loans repaid in 2008 and 2009
includes the repayment of short-term
tranches and principal amounts, which
considerably increases the turnover for
repayment of liabilities. In 2010 94%

of the Company’s credit portfolio was
represented by long-term liabilities with
repayment terms more than 12 months,
which considerably reduces the amount
of the turnover for the repayment of
credits in the reporting financial year.

Coverage of debt service payments, RUR mln

As of As of As of
31.12.08| 31.12. 09 31.12.10

Net profit (loss) -807
Depreciation expenses 1 960 2 388 2536
Obligations payable 5 648 6378 1842
Interest payble 296 668 465
Coverage of debt service payments 43.0% 36.0% 74.9%

The Company’s Liquidity Analysis

JSC IDGC of the North-West liquidity index.

Liquidity Index As of Asof As of
qucity 31.12.08| 31.12.09| 31.12.10

Absolute liquidity ratio 0.11 0.11 0.22
Quick ratio 0.80 1.20 1.16
Current liquidity ratio 0.97 1.40 1.34

The industrial specificity of the electric
power industry renders minor influence
on liquidity factors (current liquidity);
however this influence still takes place.
In particular, a significant share of the
structure of the distributive network
complex enterprises’ payables constitute
advance payments received under
contracts on consumers’ technological
connection, the availability of which
renders no influence on the Company’s
liquidity, however they participate

in factor calculation formally.

The Company’s liquidity factors show
the enterprise’s ability to promptly
fulfill its obligations. In other

words, the Company is considered
liquid if it is capable to carry out its
obligations by selling current assets.

Analyzing the absolute liquidity
indicator, it is necessary to note that its
growth in 2010 amounted to 100 % as a
result of the increase in cash resources
due to repayment of receivables.

The Company carries out credit
portfolio management focused on
the atcraction of long-term credits,
which allows keeping liquidity

parameters at a high level.

In calculation of liquidity parameters
the reserves for future expenses

and payments are excluded from

the structure of current liabilities,
since they are inherently not the
obligations for repayment.

On the basis of the calculated
factors it is possible to conclude that
JSCIDGC of the North-West has
sufficient solvency, i.c. it is capable
to repay its payment liabilities in
due time with its cash resources.

JSCIDGC of the North-West liquidity
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During the analyzed period the financial
independence ratio has a tendency to
insignificant decrease, which means a
slight increase of dependence on external
sources of financing. But, despite of
decrease, the size of this ratio remains
above norm (more than 0.6). At year-end
201071 % of the Company’s property
was formed from its equity capital,
which testifies that the Company

has sufficient financial stabilicy.

The accounts receivable turnover
indicator shows the period of
indebtedness turnover. In 2010 the
accounts receivable turnover improved,
which testifies to the improvement

of payment discipline of contractors-
debtors. Value of accounts payable
turnover decreased. The Company
need more time for repayment

of its liabilities to creditors.

Reduction of receivables-payables
ratio indicator is connected with the
increase of advance payments received,
which is the short-term liabilities

item the share of which was 99 % of
advance payments for technological
connection services to networks of
JSCIDGC of the North-West. These
advance payments are reflected when
cash recourses are received from
consumers and used for the increase
of non-current assets, and closed

only after signing the technological
connection act. In 2010 the consumers
extinguished accounts receivable to
the Company and the amount of cash
resources at the end of the reporting
period increased from RUR539.1
million to RUR1,132.3 million.

In 2010 accounts receivable
turnover was higher than accounts
payable turnover, which testifies
to the improvement of the
Company’s financial condition.

Company’s Financial Stability Indicators

Financial stability indicators As of As of As of
¥ 31.12.08|  31.12.09| 31.12.10

Financial independence ratio
(equity autonomy) 0.77 0.74 0.71

The Company’s efficiency ratio

Efficiency ratio As of As of As of
Y 31.12. os 31.12. 09 31.12. 10

Accounts l'CCClVablC turnover

Accounts payable turnover 7.9 5.9 5.5

Accounts receivable and payable ratio 1.4 1.2 1.0

Profit Distribution and Dividend Policy of the Company

The new version of JSC IDGC of the
North-West Dividend Policy Regulation
(approved by the Company’s Board

of Directors on 31.08.2010, Minutes
No. 62/2) is accepted in the Company.

Main Principles of the
Dividend Policy

The dividend policy is the complex
of activities to determine quantitative
parameters of the Company’s net
profit distribution between payment According to this Regulation, one of
of dividends to sharcholders and its
preservation at the Company’s disposal

the necessary conditions for payment
of dividends is the presence of net
(by directing it in reserve fund, for profit at the end of financial period
saving (including investment activity)

Net Profit Distribution

by Functions Served

and/or repayment of undistributed
deficit of previous years).

The Company’s dividend policy is Actyear end 2010 there was loss
amounting to RUR807 million.
Therefore the distribution

of the Company’s net profit

based on strict observance of the
sharcholders’ rights stipulated by the
current legislation of the Russian
Federation, the Articles of Association was not carried out.
and the Company’s internal documents.

The dividend policy should also be

focused on achieving the balance of

According to the decisions of annual
General sharcholders’” meetings at year-
end 2008 and 2009, the Company’s

interests between shareholders and net profit was directed to formation

investors, increasing the Company’s of the Reserve Fund according to the

investment appeal, its capitalization Company’s Articles of Association,

and maximum satisfaction of the and also to production development.
sharcholders’ rights and interests

through the growth of share price

and increase of dividend payout.

Distribution of the Company’s Net Profit in 2008-2010, RUR thous.

] 2008 2009 2010

Net profit of the reporting

period, including: 598 241,5 150 430 -807 102
Reserve fund 29912,1 7 521,5 0
Accumulation fund 0 0 0
Production development 568 329,4 142 908,5 0
Dividends 0 0 0
Repayment of undistributed
deficit of previous years 0 0 0
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The Company’s Accounting
Methods and Policy

The Company conducts accounting On the basis of accounting data and in execution of requirements

for solving the problems specified of item 5.1 of the Corporate Governance Code approved by the

in clause 3, Art.1 of Federal Board of Directors on 22.08.2008 (Minutes No. 35/3), the Company

Law on accounting No. 129-FZ presents the following to internal and external users:

dated 21.11.1996, namely:

« For providing the information necessary Accounting (financial) reporting Consolidated financial reporting
for internal and external users of according to the legislation of the according to IFRS.

i i Russian Federation on accounting. , . .
accounting reporting to C(.mtml th_c Company’s consolidated financial
compliance with the Russian laws in . . L . .

8 ; . _ Accounting methods and policy of reporting includes the information on
the Company’s economic operations k o°
. . the Company are documented in the the activity of both JSC IDGC of the
and their expediency, presence and ;
turnover of property and liabilities, use of Company’s Accounting policy for North-West and its subsidiaries and
material, labor and financial resources; 2010, approved by the Order dated afhliates. For the purposes of financial
« For prevention of negative results of 25.12.2009 No.. 676. All csscn.tl.al aspects reporting preparation the ComPany
the Company’s economic activity of the accounting policy provisions, conducts parallel asset accounting
and revealing inner reserves for accepted by the Company, are described according to IFRS. Data on the
provision of its financial stability; in the explanatory note to the annual Company’s other assets and liabilities,
« For gathering complete and trustworchy accounting (financial) reporting. income and expenses are formed by
information on the Company’s activity and Company’s accounting (financial) transformation of accounting data of
its property status, necessary for internal reporting for 2010 including unqualified the Company and its S&A, gathering
users of accounting reporting - directors, opinion of CJSC NP Consultand the and processing of which is conducted
sharcholders, - and for external users - conclusion of the Company’s Revision according to the Accounting policy
investors, creditors and other users of committee are presented in Appendices under the legislation of the Russian
accounting reporting. No. 13-15 to the Annual report. Federation on accounting, into data

according to IFRS. The Company
carries out transition to independent
preparation of financial reporting,
Starting from the reporting for 2011 the
Company’s management is planning

to prepare the reporting using its

own resources on the basis of data of
parallel asset accounting according to
IFRS to the full extent of economic
operations carried out by the Company.

The Company is geared to maximum
convergence of accounting policies for
the purposes of forming accounting
(financial) reporting according to the
legislation of the Russian Federation
on accounting and the financial
reporting according to IFRS.

All essential aspects of the accounting
policy provisions accepted by the
Company are explained in the
comments to the consolidated
financial reporting for the year ended
on December 31, 2010. Consolidated
financial reporting for 2010 and
unqualified opinion of CJSC KMPG
are presented in Appendices No.
16-17 to the Annual report.

The consolidated financial reporting for 2010 and
unqualified audit report of CJSC «KPMG>» are
presented in Appendices N 1-2 to the Annual report.
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HR Policy and Social Partnership

HR Policy

Main principles and purposes of the Company’s HR Policy

The specific nature of JSC IDGC of
the Norcth-West activity determines a
special value of human potential for

the Company’s development. Only
highly qualified employees motivated to
diligent, high-quality performance of
their duties, initiative and innovations
can provide successful implementation
of the Company’s strategy.

The main purpose of the JSC IDGC of
the North-West HR Policy is to create
the personnel management system,
where the Company could have the
stable status of preferable employer in
the opinion of people that are ready and
capable to bring maximum profit to it.
Therefore the Company’s HR Policy

is based on the following principles:

o Combinations of processes of keeping,
renewal and maintaining optimum
quantitative and qualitative structure
of the personnel capable of achieving
current and perspective goals;

« Organization of uniform personnel
record and personnel documentation for
the compliance with labor legislation;

« Forming effective system of personnel’s
moral and social motivation;

e Forming and implementing effective
social policy of the Company;

o Organization of personnel injury
prevention and health preservation system;

« Organizations of effective system of
preparation, retraining and continuing
education for the Company’s personnel.

In order to implement these principles
during 2010 the Company carried out
systematic work aimed at attraction
and keeping professional employees,
creation of effective motivation system,
comfortable working conditions

and opportunities for professional
growth and development.

In order to fulfill work in the specified
areas and to achieve the set goals the
Company developed and the Board

of directors approved on 31.08.2010
(Minutes No. 62/2) the Program of
keeping and development of JSCIDGC
of the North-West human resources.
The program is developed with account
of development areas of distributive

network complex, characteristics of
Northwest region, dynamics of social
and economic development; it contains
the schedule of activities for five years'
perspective - till 2014 inclusive.

The main directions of the Program
of human resource retention,
replenishment and development are:

o Defining the special category of
employees, retention of which has
key value for the Company;

e Developing and implementing the
2
activities on youthification of the
Company’s personnel, in particular the
personnel of industrial divisions (workers

and engineering and technical specialists);

Strengthening cooperation with leading
Russian educational institutions

of higher, secondary and extended
professional education with the
emphasis on power engineering-oriented
educational institutions and faculties;

Development of personnel preparation,
training and retraining system in

the area of wide use of regional
educational centers and introduction
of flexible educational technologies;

o Perfection of motivation system,
development of social partnership system;

o Strengthening the work with
personnel reserve;

e Strengthening the work on psycho-
physiological labor safety provision
for operating personnel activity.

This work resulted in: the increased
filling of shortage specialty
vacancies, improvement of personnel
educational level, significant
decrease of personnel turnover.

Constant methodical support and
control, coordination of personnel
divisions’ work of the branches
allowed to provide full compliance
with all labor legislation requirements
and to retain qualified personnel.

The complete fulfillment of all
conditions of the first Collective
agreement for 2010 — 2011, uniform
for all Company’s branches, was a
significant result of the work.

Data on average number of personnel
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Data on average number of personnel

During the period from 2008 till

2010 there was some growth of the
average number of personnel, which is
connected mainly with the acceptance
of electric power accounting functions,
employment of the corresponding
personnel, and with filling the
vacancies. Staffing level amounts to
97.3%; active turnover level remains
stable and does not exceed 4%.

Dynamics of the average number of personnel by the Company’s Branches

Personnel structure by categories

Personnel scructure by categories
remains unchanged and balanced
for the last three years allowing the

accomplishment of the Company’s tasks.

Personnel distribution by categories at
the Company’s branches is quite even:
out of total number of employees the
management category makes up 17%,
specialists — 28%, workers — 55%.

3500 [
Hl 2010 3007
3052
3000 [~ HH 2009 500 - 2895
2008
2547
2500 [ 2197 23522392
2133 2174

2000 [

— 1290
1500 1224 1354 1147

1100 1168

1000 [
500 [ 209

154 235

0
L L L L
J_ Arkhenergo Karelenergo Komienergo Pskovenergo
Exefcfutive Vologdaenergo Kolenergo Novgorodenergo
office

120% [

100% [ .
16,8

25,9

80% [

60% [

40% [ 57,3

20% [

Personnel structure by categories

. .

.17’2

26,4 27,8

Asof 31.12.2008
Hl \anagers

Specialists

Asof 31.12.2009

Asof 31.12.2010
I \Workers

The age structure of JSC IDGC of the
North-West employees is characterized
by a high number of employees at the
most productive age for professional
activity. The share of employees from
25 till 45 years of age amounts to 50%
of the total number of employees.

Ratio of the employees by age categories
in the Company has been stable for the
last chree years and it remained close

to optimum, which provides necessary
professional qualification of staff and
continuity, natural staff turnover, and
allows organizing the effective program
for mentoring and training on the job.

Insignificant growth of a number of
employees of a pension age (less than

1 %) is connected with the presence
of the branches in structure of the
Society located in the Far North and
equal territories, where retirement age
is lower than in the rest of Russia.

In the framework of the Human
resource support and development
program of JSC IDGC of the North-
West approved by the Board of directors
the personnel age distribution is
constantly monitored. Finding balance
between retirement of personnel,
retaining the highly skilled personnel
and employment of young specialists

is the important component of

the Company’s human resources
replenishment. With this purpose

the Company carries out account

of employees of pre-retirement and
retirement age, schedules retirement
considering the Company’s financial
possibilities for programs of non-

state pension provision. Pensioners-
power engineers are involved in
teaching at the educational centers.
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Dynamics of personnel structure by age
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In order to attract and secure young
specialists at the Company’s enterprises
of electric power industry and to
provide for natural staff turnover in the
framework of the approved Program
Organization JSC IDGC of the North-
West social policy development for
2010-2011, the complex of special
activities is implemented, including:

« Conducting occupational guidance
information meetings with secondary
school graduates by the Company’s
specialists and management. Presenting
information on history and development
prospects of energy industry, demand
for electric engineering specialties,
advanced vocational training and
professional growth opportunities.

e Publishing in the regional media of
the information data on electric power
industry prospects, on vacancies
available in the Company, on social
guarantees and the privileges granted
to the employees by the enterprise.

o Development and placement of
mobile advertising-information stands

in the buildings of secondary and
professional educational institutions
about development of power industry
in Russia, abut status and potential
of working in the industry.

o Conducting open house at the
electric enterprises of the region for
school and university students.

e Concluding long-term gratuitous
contracts on cooperation with professional
educational institutions in conducting
familiarization production practicum
at the electric enterprises of the region
for school and university students.

« Conducting contests of compositions
and creative works on the subject
of energy at secondary schools.

o Development of mentoring system
at the electric enterprises. Assigning
young specialists to skilled employees,
forming the system of professional
knowledge and skills continuity.

e Granting young specialists the opportunity
of priority advanced vocational
training and professional growth.

e Including young specialists in the
reserve for executive positions.

o Support of youth associations’ development
at the enterprises (Young experts’ council).

o Conducting interviews and

information meetings of the Company’s

management with young specialists
68 activities were carried out in 2010
to attract and secure young qualified
employees and specialists at the
enterprises of power supply network
complex: information meetings of power
supply enterprises’ management with
graduates of schools and professional
educational institutions, open houses,
etc. About two thousand school and
university students of the region
participated in them. The Company
has the Company’s Youth Council, the
Regulation on mentoring is successfully
implemented as the Appendix to the
Collective agreement of JSC IDGC of the
North-West, and more than 500 young
employees are included in the reserve
structure to fill managerial vacant posts.

The Company’s personnel
distributed by qualification

Dynamics of personnel
structure by educational level
During the last three years there has
been a tendency towards increase in

the number of employees with higher
professional (two higher) education
and vocational secondary education
and accordingly reduced number of
employees with general secondary
education and junior secondary
education. Improvement of qualitative
characteristics of the personnel in this
arca is connected with the increased
productivity of qualified personnel
search and recruitment for the available
vacancies and organization of workers’
receiving professional training on the job.

Personnel Training

and Development

The Company’s personnel development,
retraining and advanced vocational
training are carried out according to the
Regulation on organization of personnel
development, retraining and advanced
vocational training in JSC IDGC of the
North-West, approved by Order No. 386
of JSC IDGC of the North-West dated
21.08.2009, Procedure of working with
personnel in JSC IDGC of the North-
West, Program of human resources
support and development in JSC IDGC
of the North-West in 2010-2015.



Training of managers and specialists
according to the Regulation on
organization of personnel development,
retraining and advanced vocational
training is carried out by topics that
correspond the business-tasks and the
Company’s technical policy, according
to the instructions of supervising
authorities and is aimed at the increase
of power supply system reliability, of
operation level and of network and
substation equipment repair quality.

According to the approved plan

for 2010 the actual number of JSC
IDGC of the North-West personnel
that went through training is 12,713
people, among them 2 737 managers,
2,414 specialists, 7,562 workers, which
amounts to more than 80 % of the
total number of the personnel. 7,902
people went through pre-examination
preparation (test of industrial norms
and regulations’ awareness). Training
was carried out both on the job and
in the licensed educational centers

(founded by the Company).

Expenses for personnel development,
retraining and advanced vocational
training did not exceed the expenses
approved by the business plan and
budget for 2010 and amounted

t0 0.9% of Salary budget.

The Company’s employees are
trained in the following areas:

o Advanced vocational training of
managers, workers and specialists in the
educational centers and in advanced
vocational training institutions;

o Managers and specialists” participation
in topical workshops;

o Preparation of workers for new position;

e Workers’ training in secondary
profession (allied erade, as a rule);

. Training of technical engineering
personnel in the specialties of
Rostekhnadzor and Russian
bureau of motor vehicles;

o workers receiving higher and
secondary professional education.

Personnel training is carried out
offjob in reputed educational
institutions that have the necessary

license and state accreditation:

¢ FSAETFVE Petersburg Power Engincering

Institute of Professional Development;

o Institute of Professional Development
of Public Administration, Moscow;

« Vologda State Technical University;

o Institute of Professional Development

and Personnel Retraining of Ivanovo
State Power Engineering University;

e Pomor State University named after
M.V. Lomonosov, Arkhangelsk;

o Ukhta State Technical University;

o Sykeyvkar State University
o PEI EC Energetik, Vologda;
e NANEO EC Energetik, Kirov;

e Agro-industrial schools, etc.

: Number of Number of
Name of the Educational Center : S
employees, people | educational activities

Private Educational
Institution Educational
center Energetic, Vologda

1559

150

Educational center of
Kolenergo Branch of JSC
IDGC of the North-West

262

29

Total

1821

179

2009 2010

Relation of Share of employees Relation of | Share of employees
training costs to that went through training costs to | that went through
Salary budget,% training, % Salary budget,% training, %
0.7 86 0.9 81

Dynamics of personnel structure by educational level

100 [ g9 10.0 10.4
80 [ 34.0 333 32.4
60 [ 260 26.0 25.9
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234 24.6 25.0
20 [
6.7 6.1 6.3
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Duc to the deficiency of working
personnel (clectrical engineers, electro-
mechanics) in the remote (rural) areas,
primary vocational training of newly-
employed workers and preparation of
succession candidates for foreman jobs is
organized at the secondary educational
institutions. In this way in 2010 the
Arkhenergo branch signed centralized
contract with Arkhangelsk forestry
engincering college of emperor Peter

I for preparation of the production
department personnel of Arkhangelsk
electric networks according to the
secondary vocational education
curriculum (during three years, thirteen
people). This production department
has a special need in qualified personnel
for working in the removed rural

arcas. The target group of the trainces

is formed of production department
workers considering further work

in the removed distribution zones
(DZ). Branch of Power engineering

and transportation department

of Murmansk State Technical
University operates on the basis of

the Human Resources Development
Department of Kolenergo Branch.

New methods and activities were applied
in order to save training costs and at

the same time to train the personnel

that requires it. Among them are:

o Organization of training on the job,
with onsite visits of instructors of
educational institutions under contracts;

o Expansion of technical training
opportunities, inclusion of the most
pressing issues in the curriculum;

e Reduction of training terms due to
self-study and distance education.

It has become a good tradition to
include the material covered at the
professional development courses
and workshops in the technical
and economic training curriculum
for the interested personnel.

When contacting new educational
institutions, where the employees are set
for training, the surveys are conducted
with the purpose of defining further
work prospects. Namely: training
quality, availability and relevancy of
the presented material, training and
living conditions. The same methods
are used for the employees that are sent
for training at educational institutions
and centers for the first time.

According to the order of JSCIDGC
of the North-West No. 2 dated
12.01.2010 on the organization of the
regional professional skill competition
the competition of 35-110 kV high-
voltage power line service teams was
conducted, according to the results of
which the Branch team was made for
participation in regional competition.

Annual on-site technical and economic
training in production department is
also aimed at professional development
of the personnel. It is conducted without
the performance of the main functions
according to the orders and on the basis
of approved lesson plans. At year-end
2010 it covered approximately 80 % of
the total number of the personnel.

The Company conducts constant work
on re-equipment of classrooms and
practice, on purchase and installation
of modern equipment and software.

Analysis of training efficiency is carried
out. New modern forms and methods of
presentation the material are developed
and implemented, modern interactive
multimedia systems are actively used.

Setting up uniform information
base - electronic library is planned.



Working with the Company’s
Personnel Reserve

Work with personnel reserve is carried
out according to Regulations on
working with personnel reserve for
executive positions, approved by the
order of JSC IDGC of the North-

West dated 15.10.2008 No. 472.

According to the Regulation the
nomenclature of the Executive office
reserve of the Company, its branches
and production departments.

The personnel reserve nomenclature
consists of administrative management
positions by the area of activity,
managers and deputies of structural
divisions, managers of sectors,
production laboratories, senior foremen,
foremen and civil defense executives.

In order to evaluate the dynamics
of important qualities development
(professionally important qualities,
PIQ) and receive recommendations
on the expediency of the reserve
employment, the service of the
human performance reliability
conducted psycho physiological
diagnostics of the reserve staff that
allowed revealing the presence of
optimal personal characteristics and
potential necessary for efficiency
and expediency of employment.
Also considering the resules of
psycho physiological evaluation and
characteristics of the position, that
the reserve employee is being prepared
for, the individual plans of manager/
specialist’s work were developed and
presented for the reserve candidates.

Employees from the personnel reserve
went through training professional
development according to the Plan for
2010. 628 people from among the reserve
were assigned to executive positions.

Data on the personnel reserve structure by age and education level.

Junior Aca-
second- | Second- demic
Reserve category ary ary | fessional degree
Top management
positions - - - 4 3 - 7
Other
management
positions 31 31 243| 1035 79 2 1421
Total 31 31 243| 1039 82 2| 1428

From 45 | Working

From 25| From 3S| to retire-| pension-
Reserve category | under25 to 35 to 45 | mentage ers Total
Top management
positions - - 4 2 1 7
Other
management
positions 43 481 560 334 3 1421
Total 43 481 564 336 4 1428

Social Accountability

The key issue of human resources
management is implementation of
effective social policy of the enterprise.

Realizing its responsibility before the
state, the society and the employees

of JSC IDGC of the North-West, the
Company’s management pays much
attention to social aspects of its activity,
which significantly influence the
effectiveness of the employees’ work,
contribute to the development of labor
productivity, production optimization,
stabilization and sustainable
development of the company in long-
term perspective, to improvement

of the employees’ quality of life, and
positive image of the company.

Effective social security system
implemented in the Company promotes
the ateraction of qualified specialists

to the company, reduces staff turnover
and becomes one of the foundations

of successful industrial activity.

By investing material resources in
the personnel development and by
activcly using indirect motivation
tools the Company stabilizes the
team, increases employees and

retirees’ social security, forms positive
public image, provides reasonable
combination of highly skilled personnel’
renewal and retention processes.

The complex program Organization of
social policy development in 2010-201 is
developed in JSC IDGC of the North-
West. The list of the Company’s social
policy implementation areas is broad
and includes issues of non-state pension
provision; medical insurance, provision
of recreation and health improvement
of employees, care for pensioners -
veterans of AO-energo , and for young
specialists, activities for formation and
development of corporate culture. .
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The main principles of social

policy implementation

are the following:

o Targeting - orientation first of all on the
groups of workers, on whom the effective
fulfillment of production tasks, the
achievement of the goals of the North-
West neework complex and the least
protected layers of employees depend;

o Relevance — correspondence of the granted
privileges with pressing needs of concrete
groups of employees, individual approach;

o Competence - granting social support
in various arcas of activity;

« Openness - open discussion of
developing social positions and
availability of the information on the
existing privileges and guarantees;

o Productivity - constant monitoring
and evaluation of the efficiency
of action motivating factors.

In the existing conditions of intense
competition at labor market in the
regions, considering the difficuley

of keeping the team in conditions of
electric power industry enterprises’
reorganization and against the
background of financial and economic
crisis processes in 2010 special
importance was given to development
of social aspect of productive relations.

Social policy of JSC IDGC of the
North-West in 2010 was focused on:

o IOAAEPIKAHUE COLIMAABHOMN CTAGMABHOCTH
Maintenance of social stability and
development of social partnership
in conditions of reorganization;

« Provision of social security for the
personnel, their family members and
veterans of power industry in conditions of
the general financial and economic crisis;

o Development of corporate culture
with the purpose of motivating the
personnel to fulfill the company’s
mission and solve current problems;

o Creating stable favorable socially-
psychological climate in the team;
o Providing positive public
image of the Company.

Social policy of JSC IDGC of the
North-West in 2010 was carried out

in the framework of the Collective
agreement of JSC IDGC of the North-
West for 2009-2011. There were no
violations of the Collective agreement
provisions in the reporting year.

Company’s social policy in 2010

was developed in complex regarding
maintenance of social package, i.e. a
package of benefits, compensations
and privileges for the company’s
personnel, their family members and
veterans of power industry, which is
distributed by several target areas:

« Disease prevention and health

improvement of employees
and their children

Voluntary health insurance (hereinafter
referred to as VHI) and health and
accident insurance (hereinafter
referred to as HAI) of the Company’s
employees was carried out according
to the Regulation on providing
insurance protection of JSC IDGC
of the North-West (and Insurance
protection program of JSC IDGC of
the North-West for 2010). Insurance
of employees in 2010 was carried

out by JSC AlfaStrakhovanie.

One of the main components of the
employees” health improvement,
healthy lifestyle promotion and
discase prevention is granting the
Company’s employees of opportunities
of involvement in physical training and
sports, conducting competitions and
sports celebrations, participation in
sports competitions and tournaments.
During 2010 in the framework of the
social policy development program
about 150 sports activities were

held with participation of about 4.5
thousand employees. The Company’s
team took 7th place in the Winter
Games of JSC IDGC Holding, and

8th place in the summer games.

With the goal of children's health
improvement though full or

partial use of the Company’s funds
employees’ children of workers
visited holiday centers of the country,
vacation hotels and health resorts

of Anapa, Gelendzhik, Sochiand
Tuapse during the reporting year.

o Social support of nonworking
pensioners and pensioners
retiring from the Company

Company’s social accountability
documented in the Collective agreement
provides expenses for material support
of former Company’s employees,

who received one-time material aid

on Victory Day, Elderly Day and
personal anniversaries during the
reporting year; relatives of pensioners-
veterans were reimbursed for the
expenses on ceremonial services.

In order to promote social and public
support of veterans of power industry,
according to the order of Director
General the Company initiated
corporate holiday Day of the elderly
people — veterans of JSC IDGC of
the North-West, that is celebrated
cach last day of the quarter.

In connection with celebrating the

65 anniversary of Victory in the Great
Patriotic War the amount of one-
time payments to the participants of
the Great Patriotic War, the people
that were in Leningrad during its
blockade, prisoners of concentration
camps, ghettos and other places of
forced imprisonment created by fascist
Germany and its allies during the
Second world war, to the homefront
workers was increased in 2010.

During the year the activities were
carried out with involvement of public
veteran organizations of the North-West
regions and covered more than two
thousand veterans of power industry

of the North-West region of Russia.

o Target social payments,
privileges and compensations
to the Company’s employees

This component of the Company’s
personnel social package provides a
number of target monetary payments
and compensations to the personnel
according to the applicable norms of
the collective agreement operating in
2010, the most essential of which are:

o One-time material aid before vacation;

o Compensation of traveling expenses
within the territory of the Russian
Federation for the employees and their
dependents, working in the Far North
regions and the districts equated to them
to a place of their vacation and back;

¢ 50 % e discount for the housechold
electric energy consumption;

o Payments to the employees at
birth of a child, registration of
marriage, death of relatives;



e One-time payment to the
employees retiring after the
establishment of labor pension.

o Implementation of the of Non-
state pension provision program

Non-state pension provision program
for the employees of JSC IDGC of the
North-West (hereinafter - Program)
was approved by the Company’s Board
of directors on 06.04.2010 (Minutes
No. 56/11). The main purpose of the
Program is providing worthy living
standard of the JSC IDGC of the
North-West employees at pension age,
and creating the conditions for effective
solving of personnel issued, such as
decrease of staff turnover and keeping
the employees in the power supply
system. During 2010 the Company
continued cooperation with Non-state
pension fund of electric power industry
(hereinafter referred to as electric power
industry NPF) in the framework of
employees’ non-state pension provision
program implementation in four areas:
o Corporate plan (financed by

the Company), including the
Supporting program;

o Parity plan (financed by the
Company and employee);

o Co-financing program (financed by the
employee, the Company and the State);

o Transfer of the funded part of

the state pension to NPF.
In the framework of the approved
Program in 2010 the Co-financing
program was implemented in accord
with Federal law dated 30.04.2008 No.
56-FZ on additional insurance payments
to funded part of labor pension and state
support of pension assets’ formation
with participation of 197 employees.

During 2010 non-state pension
was received by 3 140 people
from among the retirees.

« Conducting cultural events
and educational campaigns

During the year there were 76
thematic public functions and 43
excursions for the employees held with
participation of more than 6 thousand
people, 18 exhibitions of creative
works of power engincers’ children,

68 activities aimed at attraction and
securing young qualified workers and
specialists at the enterprises of the
electric network complex - about two
thousand high school and university
students of the region participated

in them - totally about 400 activities
aimed at further development of the
Company’s corporate culture.

In the reporting period JSC IDGC
of the North-West also jointly
conducted the following activities:

. Training seminars-meetings with
personnel division managers of

the branches, aimed at finding and
implementing the most effective forms of
personnel management work organization,
organization of communication of
experience between specialists of
personnel divisions of the North-West
region power companies, improvement

of quality and standardization in the
organization of work with personnel

at subordinated power companies.

o Contest of the funny and inventive
for power engineers for the prize of
JSCIDGC of the North-West.

« Development of social
partnership system

In 2010 the Company effectively

buile relations with the Primary
trade-union organizations (PTUO)
and PTUO representatives’ council,
solving shared problems of information
supply of the group, of cultural and
sports events organization, fulfillment
of the uniform collective agreement
and uniform position on labor
remuneration of the employees. There
were no violations of the collective
agreement terms in the reporting year..

Occupational safety

Indicators of occupational traumatism and
professional disease incidence

Organization of labor and control of occupational safety observance, prevention

of occupational traumatism are carried out in all branches of JSC IDGC of the

North-West according to the Regulation on occupational safety control system.

Indicators of occupational traumatism:
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Arkhenergo 1 0| 0.5] 0.0 1 1] 05 05 3] 0 0.3 0.0
Vologdaenergo 5/ 0 19 0.0 1 0| 0.4 0.0 1 1l 0.4 0.4
Karelenergo 0 0| 0.0 0.0 1 0| 0.8 0.0 3 0| 2.2| 0.0
Kolenergo 11 0 09/ 00 2/ 1| 1.8 09/ 0 0] 0.0, 0.0
Komienergo 1 0 0.4/ 0.0 2 0 0.7 0.0 1 1] 0.3] 0.3
Novgorod-
energo 1 0 0.7 0.0 0 0 0.00 0.0 4 1] 2.5] 0.6
Pskovenergo 4 2| 1.8 09 0 0 0.00 0.0 2 0 0.8/ 0.0
Executive office 0 0/ 0.0 0.0 0 0/ 0.0] 0.0 0 0 0.0 0.0
IDGC of the
North-West 13 2/ 09 0.2 7| 2 05 0.1 14 3| 09 0.2

where: Fr is Frequency rate of total injuries (number of accidents per 1000 employees).
Lifr Frequency rate of lethal injuries (number of lethal accidents per 1,000 employees).
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In 2008 9 industrial accidents were
registered, among them 1 group accident
with lethal outcome as a result of a

road traffic accident (Pskovenergo),

5 injured with severe outcome
(Pskovenergo, Novgorodenergo, 2
injured at Vologdacnergo (one of them
as a result of group road traffic accident),
Komienergo). Totally 13 people suffered
as a result of industrial accidents.

In 2009 7 industrial accidents were
registered, among them 2 accidents
with lethal outcome (Arkhenergo,
Kolenergo) and 3 accidents referred
to the category of severe. Totally 7
people suffered as a result of accidents.

In 2010 14 industrial accidents

were registered, among them 3 with
lechal outcome (Novgorodcnergo,
Vologdaenergo, Komienergo) and 2
accidents referred to the category of
severe (Karelenergo, Arkhenergo).
Totally 14 people suffered as a

result of industrial accidents.

During the period from 2008
to 2010 there were no cases of
occupational diseases registered.

Material loss

Compensation of harm to the injured

in the industrial accidents was carried
out by the Social Insurance Fund
according to the Federal law No. 125-FZ
on compulsory social insurance from
industrial accidents and occupational
diseases dated 24.08.1998 from the

paid insurance premium amounts.

Total loss suffered by the Company’s
branches as a result of industrial
traumatism, that includes expenses for
various expert examinations, payment
for transportation, providing conditions
for the investigation commissions’
work, and judgments on accidents

of previous years amounted to:

Material loss, RUR mln

2008 2009 2010
Arkhenergo 0.00 0.03 0.06
Vologdaenergo 0.25 0.24 0.16
Karelenergo 0.12 0.14 0.24
Kolenergo 0.04 0.10 0.12
Komienergo 0.05 1.14 1.00
Novgorodenergo 0.04 0.26 1.01
Pskovenergo 2.80 0.00 0.02
IDGC of the North-West 3.30 191 2.61

Occupational safety expenses, RUR mln

Branch/IDGC

Spent for occupational

safety activities

Accident prevention activities

activities for prevention
of industrial diseases

Conducting sanitary hygienic

Activities for general

improvement of labor conditions

Providing employees with
individual protection means

Arkhenergo

2008 18.3 2.2 1.8 1.8 12.5
2009 22.8 1.7 2.0 1.6 17.5
2010 24.3 1.6 2.7 1.5 18.5
Vologdaenergo

2008 38.1 1.4 3.1 3.0 30.6
2009 35.8 1.7 2.5 1.2 30.4
2010 38.1 1.0 4.4 1.3 31.4
Karelenergo

2008 20.0 3.4 2.1 1.4 13.1
2009 23.6 0.6 6.7 0.2 16.1
2010 22.9 1.5 7.0 0.4 14.0
Kolenergo

2008 17.4 3.3 1.6 2.7 9.8
2009 16.6 4.1 1.6 2.1 8.8
2010 18.0 0.5 7.7 0.3 9.5
Komienergo

2008 46.8 8.7 4.6 4.0 29.5
2009 54.7 8.9 5.0 2.2 38.6
2010 43.7 5.1 9.0 1.2 28.4
Novgorodenergo

2008 23.6 1.1 1.6 5.3 15.6
2009 36.7 3.3 3.1 4.6 25.7
2010 33.0 2.1 4.1 3.6 23.2
Pskovenergo

2008 15.7 3.2 2.2 2.5 7.8
2009 21.7 3.6 2.0 2.6 13.5
2010 26.9 4.6 3.0 5.3 14.0
IDGC of the North-West

2008 179.9 23.3 17.0 20.7 118.9
2009 211.9 23.9 22.9 14.5 150.6
2010 207.1 16.5 38.0 13.6 139.0




Analyzing the data one can conclude Distribution of occupational safety expenses in 2010
that as a whole the structure of expenses
and their size are stable. This may be
due to the fact that labor expenses are
planned. Some fluctuations are caused B o provision of employees
by the conclusion of agreements at with protective means
more favorable price according to Il For prevention of accidents
the results tender procedures and

. . Il For sanitary measures
purchase of sets of special clothing !

resistance to the influence of I For general improvement
electric arc with double wear life. of working conditions

Provision of special clothing Occupational safety expenses per one employee, RUR thous.

for the personnel
Provision of certified special clothing Arkhenergo 10.4 10.6
and special footwear for the personnel Vologdaenergo 1 3_9 13.7 13.7
is carried out in due time according to Karelenergo 15.2 18.3 17.0
the requirements of normative legal Kolenergo 15.8 14.4 15.4

acts, Collective agreement of JSC

IDGC of the North-West and on the Komienergo 15:0 18.2 145
. - Novgorodenergo 15.6 24.6 20.9
basis of workplace labor conditions
compliance certification results. Pskovenergo 69 9.2 11.2
Average for IDGC of the
North-West (RUR
thous./person) 12.9 155 14.7

%
, %%

suppl
sunl

Percentage of winter
clothin

clothing

Branch/IDGC

Actual number of employee
provided with clothing resistant
with winter or summer sets
Percentage of summer

with clothing resistant to the
to the electric arc action,

electric arc thermal action,
Percentage of clothing supply,

Number of employees to provide
Number of employees not provided

|
o=
=
9
&
16 (newly
Arkhenergo 983 967 967 964 | employed) 98.4 98.4 98.1
8 (newly
Vologdaenergo 1249 1241 1241 1239| employed) 99.4 99.4 99.2
Karelenergo 651 651 651 651 - 100.0 100.0 100.0
Kolenergo 481 481 481 481 - 100.0 100.0 100.0
Komienergo 1045 1045 1045 1045 - 100.0 100.0 100.0
Novgorodenergo 687 687 687 687 - 100.0 100.0 100.0
97 (28 of
them newly
Pskovenergo 1209 1112 1110 1043 | employed) 92.0 91.8 86.3
121
(52 of them
IDGC of the newly
North-West 6305 6184 6182 6110 | employed) 98.1 98.0 96.9

Note: Lack of the personnel’s provision with clothing resistant to the electric arc action in JSC IDGC of the North-West’s branch Pskovenergo is connected
with low financing of expenses in this line. Delivery of clothing resistant to the electric arc action in QI of 2011 will allow to fully equip the personnel.
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Assessment of workplaces
Assessment of workplaces by

labor conditions is carried out
according to the requirements of
regulatory documents regulating
labor conditions at workplaces.

Assessment of workplaces by
labor conditions allows to:

o Receive the real picture of labor
conditions at workplaces;

o Establish reasonable additional payments
to the employees for harmful and (or)
arduous labor conditions according to
the results of instrumental gaugings
of harmful production factors;

o Establish the account of workplaces
with favorable labor conditions;

 Get the opportunity of discount to
the insurance tariff for compulsory
social insurance from industrial
accidents and occupational discases.

Arkhenergo Branch

Assessment of workplaces by labor
conditions is in the conducting
stage according to the established
rate of PD Plesetsk electric network
(started in 2010). In 2010 assessment
of workplaces is completed in the
administrative office of the Branch
and in PD Velsk electric networks.

Vologdaenergo Branch
Assessment of workplaces by labor
conditions is completed in 2007. In
2010 Assessment of workplaces by
labor conditions was carried out at
the executive office of the Branch.

Karelenergo Branch

In 2010 assessment of 29 newly created
workplaces was conducted at PD
South-Karelian electric networks.

Results of the assessment carried out in
2008 were modified according to the
Order of the Ministry of Public Health
and Social Development of Russia dated
31.08.2007 No. 569 (on the basis of the
Conclusion of the Ministry of labor and
employment of the Kareliya Republic).

Kolenergo Branch
In 2010:

o Assessment of 63 workplaces was
carried out at the PD Central electric
network and of 20 workplaces at the
executive office of the Branch;

Data of assessment for 2010

Actual
Assessment| amount of
carried out | financing,
Branch/IDGC in, WP | RUR thous. Assessing org
LLC Cotenergo,
Arkhenergo 346 1055.0 CJSC Butam
NAISPC IRARM,
Vologdaenergo 236 494.0 Cherepovets
LLC EKAS-center,
Karelenergo 29 66.04 Petrozavodsk
CJSC Klin institute
of occupational safety
Kolenergo 406 1116.6 OLS-komplekt
IE Feltsinger A.V.
(Assessment and
Komienergo 118 394.35 certification center)
Novgorodenergo 123 340.0| LLC Novtrudkonsultatsiya
Pskovenergo --- - ---
LLC Center of labor
conditions assessment,
Executive office 223 233.9 St. Petersburg
IDGC of the
North-West 1481 3699.9

o The assessment of 238 workplaces
was started at the PD Northern
clectric networks;

e Re-assessment of 85 workplaces was
conducted (based on the results of labor
conditions and health improvement
activities plan fulfillment).

Komienergo Branch

Assessment of workplaces by labor
conditions is completed in all structural
divisions of the Branch. Results of

the assessment are registered by the
state authorities of labor conditions
expert assessment and included in

the State register of the Russian
Federation constituent territory by

the place of the Branch registration.

In 2010 assessment of 118 newly
created workplaces was conducted.

Novgorodenergo Branch
Assessment of workplaces by labor
conditions was carried out in 2006-
2009. Results of the assessment are
registered by the state authorities of
labor conditions expert assessment. In
2010 the assessment of 123 newly created
workplaces was conducted (registration
of the results is planned for April, 2011).

Pskovenergo Branch
Assessment of workplaces by

labor conditions is completed
in 2009 in the branch.

Subsequent to the results of
workplaces assessment by labor
conditions plans of activities for labor
conditions and health improvement

are being developed and affirmed.

The main Company’s activity
trends aimed at improvement
of occupational safety

o Implementation of Policy in the
field of occupational safety.

¢ Conducting work with the personnel.

« Providing safety of technological processes
and safe equipment operation according
to the requirements of the applicable
law and regulations on labor safety.

o Information support in the
arca of labor safety.

Organizational and technical
provision of the activities for
reduction of industrial injuries:

o Conducting medical examinations;

o Conducting analysis of discase
rate by personnel categories;

. Carrying out pcrsonncl examinations
at the occupational pathology centers;

o Carrying out assessment of workplaces
by labor conditions, developing activities
to bring the workplaces to conformity
with requirements according to the
assessment results; measures to bring
the workplaces to conformity with the
applicable standards and regulations;

 Implementing constant control of labor
conditions and occupational safety;

e Timely provision of special clothes,
special footwear and others individual
safcty means, communication
equipment, first-aid kits, medicine,
milk or other equivalent food



products, washing and neutralizing
agents for the personnel;

o Performing the activities planned
by the program of injury occurrence
risk decrease for 2009/2010.

o Performance of the planned activities
to decrease the injury risks of third
persons in the JSC IDGC of the North-
West responsibility zone for 2010-2012,
including activities for prevention
of child traumatism, third parties’
traumatism and prevention of contracting
organizations employees’ traumatism.

Employees’ health care and
psycho physiological life
safety organization

In the main areas of activity on the
employees” health care with the
purpose of providing Company’s
personnel psycho physiological
reliability the performance of
following activities is provided:

o Conducting pre-trip and pre-shift
examination of psycho-physiologic
condition and fitness for work of operating,
operating-maintenance, maintenance,
administrative personnel and drivers. In
2010 the pre-shift admission control was
organized and provided to 7340 employees,
the official categories (professions) of which
are a subject to pre-shift admission control
according to local statutory acts (drivers
and administrative-technical, operating,
operating-maintenance and maintenance
personnel, carrying out official duties
in functioning electrical installations
and assignment and order jobs), among
them the dispatchers are provided 100 %
conducting of pre-shift admission control.

In the remote workplaces of the employees
subject to pre-shift admission control

the state of health is examined during
unscheduled inspections of workplaces.

In 2010 403 employees were suspended
from work on medical grounds.

¢ 100 % complete preliminary medical
examination at employment.

o Conducting regular medical examination
of the Company’s personnel.

In 2010 regular medical examination
of 7 129 employees was carried out.
Following the results of the final

act in connection with the detected
medical alerts 23 people were declared
unfit for work, 251 people qualified
with restrictions, 113 people were

sent to hospitals for treatment.

o Execution of activities and
recommendations following the resules of
regular medical examination, including
through the funds under the voluntary
medical insurance agreement.

o Organization of accident first-aid
training on simulators and skills of
reanimation and first medical aid.

o Conducting inspections of workplaces
together with the Branch labor protection
and production departments’ reliability
service. The inspection program in the
arca of personnel psycho-physiological
reliability provision includes the following
issues: inspection of the employees’ current
state of health, their going through
pre-shift admission control, sanitary
conditions, employees” equipment and
use of specialized clothing and footwear.

Organization of the personnel
vaccination for prevention of discases.
In 2010 1536 people were vaccinated
against tick-borne encephalitis.

Social-psychological research of mutual
relations between maintenance team
members. This research allows to define
the main problems arising in groups,

to consequently develop correcting
measures for optimization of social

and psychological climate and to create
necessary conditions for effective and
reliable functioning of maintenance teams.
Following the results of maintenance
teams’ inspection analytical reviews were
prepared for the management, where

the problems of the concrete group

were defined and recommendations

for their elimination presented. In

2011 this work will be continued.

Onc of the primary goals of the psycho
physiological reliability service is
organization and implementation

of activities aimed at restoration

of a person’s functional condition.
Trainings are developed and conducted
in the Company for this purpose.

With the purpose of
strengthening the psycho-
physiological provision of
personnel occupational safety the
following activities are planned:
« Continued work on conducting

primary in-depth psychological

examination, including the one with

the use of PDS Psychodiagnostic

system software (version 4.1).

Organization of scheduled, current
psychological examinations of
operating and operating-maintenance
personnel according to schedule.

Organization of spot checks of
the personnel’s health condition

during work shift.

Conducting assessment of
personnel reserve.

Organization of formation (updating)

of individual development plans
for succession candidates.

Organization of trainings for occupational
safety and health protection skills on
development for the personnel.

Participation in preparation
of teams for participation in
professional skill competitions.

Organization of pre-shift admission to
workplace for all administrative-technical,
operating, operating-maintenance,
maintenance and driving personnel.

Organization and control of
contracts with medical institutions
on rendering medical services.

e Organization and control of scheduled
medical inspection for employees.
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Environment
protection

Implementation of environmental
activities to protect air and

water basins, land conservation,
decrease the physical factors’
impact on environment

The increase of payments for negative
impact on the environment in 2010

is connected with the increase of
payment for above-limit production
and consumption waste disposal.

Above-limit waste disposal is

caused by the absence of limits

for waste disposal in Karelenergo,
Komienergo, Novgorodenergo
branches due to the absence of license
for gathering, use, deactivation,
transportation and disposal activity
of I-IV hazard class waste.

Dynamics of payments for negative impact on the environment

Payments for negative impact on
the environment, RUR thous.

2008 2009 2010
Total 5756.3 9906.5 11 488.0
including
Acceptable amount 3121.3 2681.0 19715
Above-limit amounts 2635.0 7225.5 9516.5
Discharge to bodies
of water, total 133.9 135.7 130.8
including
Acceptable amount 119.1 116.8 116.9
Above-limit amounts 14.8 18.9 13.9
Discharge in the air, total 994.3 1621.4 1311.9
including
Acceptable amount 126.3 144.6 156.9
Above-limit amounts 868.0 1476.8 1155.0
Waste disposal, total 4628.1 8149.3 10 045.3
including
Acceptable amount 28759 2419.6 1697.7
Above-limit amounts 1752.2 5729.7 8347.6
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These activities were aimed at providing
compliance with the requirements

of the environment legislation and
emission limits, prevention of soil
pollution by oil products, guarantee

of ecologically safe waste disposal.

During 2010 analytical control
of pollution content in discharge
in air and to bodies of water was
carried out according to the
schedules in the branches of JSC
IDGC of the North-West.

Waste disposal
The main amount of the formed
waste is the waste of fourth and

fifth hazard class - 46% and 51%.

The list of the most significant activities in the

area of environment protection in 2010

- Amount of expenses,
o

Reconstruction of oil basins, oil pipelines,

set up of emergency oil receivers 290.0
Replacement of oil circuit breakers to vacuum ones 82597.7
Diesel power stations repair program

at Komienergo branch 285.0
Utilization of waste condensers with trichlorodefinil 189.0
Development of draft waste generation

norms and waste disposal limits and

draft provisions of allowable limits 1635.5

Dynamics of environmental costs, RUR thous.

Current cost of environment protection 7 617.1 9 665.7 10 486.7
Water resources conservation 4537.1 4114.8 5 374.0
Outside air protection 23.7 215.5 622.2
Environment protection (land resources)

from production and consumption waste 3056.3 5054.4 4018.9
Land restoration 281.0 471.7

Dynamics of environmental costs
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Dynamics of production waste formation amounts, tons

1 class 5.5 27.3 5.8
2 class 6.5 11.6 7.9
3 class 163.1 208.8 217.7
4 class 3 451.5 37279 6118.4
S class 6158.2 6575.6 6743.9
Total 9784.8 10551.2 13 093.7




The total amount of the formed waste is
temporarily accumulated in the specially
equipped places of waste accumulation.
In the future they are transferred to
other organizations for deactivation,
utilization and ground disposal. .

Emissions of pollutants
into the atmospheric air
Branches of JSC IDGC of the
North-West render no significant
influence on the atmospheric air.

Emission of pollutant into the
atmosphere during the accounting
period amounted to the following:

The main amount of emission
of pollutants comes from
diesel power stations.

Utilization of water
resources

The main amount of water consumed
by the branches comes from the
public waterworks system.

The total derived water from natural
sources (artesian wells and surface
water sources) for the accounting
period amounts to the following:

Withdrawal of water
from bodies of water,
total thous.m? 69.6

including:

from surface
water sources 21.0

From underground
sources 48.6

The bulk of consumed water is
utilized for drinking needs — 70 %,
30 % — for production needs.

Dynamics of waste formation, t/year
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Emissions of pollutants, total, tons

627.8

solid 18.2
gasiform and liquid 609.6
among them:
sulfur oxides 38.0
carbon oxides 197.6
nitrogen oxides 285.3
hydrocarbons (without volatile organic components) 44.4
volatile organic components 44.3

Preserved or restored
wildlife habitat areas

In the process of environment
protection activity in 2010 the work
on restoration of the disturbed soils
was carried out in branches of JSC
IDGC of the North-West at the

overall area of 81.22 hectares.

The necessity of conducting restoration
appeared as the result of works on air-
lines” construction and reconstruction.

Initiatives on environmental
mitigation

In order to reduce the impact on
environment part of production and
consumption waste is not transferred
to waste burial, but is transferred

the specialized organizations
reclamation and deactivation. In

this way 213.4 tons of ferrous scrap
and scrap containing non-ferrous
metals, 16.3 tons of waste tires, 88.4
tons of used oil were transferred

to processing and further use.

Application of advanced
technologies and
solutions (ecologically)
in transportation

and distribution of
electric energy

Modern equipment installed in the
framework of network modernization
and removal of outdated equipment
from work allows to reduce the
negative impact on environment
during transportation and
distribution of electric energy.

During modernization in 2010 63
oil circuit breakers were replaced

by vacuum ones. Installation of
vacuum switches allows to lower the
risk of environment pollution.

In 2010 the replacement of 134.85
km of old non-insulated wires

to self-supporting insulated

wires was carried out.
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Qualification of
ecological personnel

In 2010 employees of JSC IDGC
of the North-West were trained
in the following programs:

Providing ecological safety by

the managers and specialists of
general economic management
systems - 6 people;

Vocational training for the access to

work with hazardous waste — 10 people;

Providing ecological safety while
working with hazardous waste
management — 3 people;

Access to work with hazardous
waste — 12 people.

Information on conducting ecological audit

In 2010 internal ecological audits were held in the branches of JSC
IDGC of the North-West by efforts of trained specialists.

Vologdaenergo branch

PD Kirillovskiye electric grids

from 01.06.2010

till 15.06.2010

PD Velikoustyugskiye electric grids

from 06.07.2010

till 21.07.2010

PD Cherepovetskiye electric grids

from 02.08.2010

till 17.08.2010

PD Vologodskiye electric grids

from 31.08.2010

till 15.09.2010

PD Totemskiye electric grids
Komienergo Branch

PD Vorkutnskiye electric grids

from 04.10.2010

from 26.07.2010

till 19.10.2010

till 06.08.2010

PD Pechorskiye electric grids

from 02.08.2010

till 20.08.2010

PD Syktyvkarskiye electric grids

from 26.07.2010

till 30.07.2010

PD Yuzhniye electric grids

from 26.07.2010

till 30.07.2010

PD Tsentralniye electric grids
Novgorodenergo Branch

PD Starorusskiye electric grids

from 02.08.2010

from 16.06.2010

till 20.08.2010

till 17.06.2010

PD Valdaiskiye electric grids

from 06.07.2010

till 07.07.2010

PD Ilmenskiye electric grids

from 16.11.2010

no 17.11.2010

PD Borovichskiye electric grids
Pskovenergo Branch

PD Zapasniye electric grids

from 21.09.2010

from 28.10.2010

no 22.09.2010

mo 29.10.2010

PD Vostochnyie electric grids

from 12.11.2010

no 13.11.2010

PD Yuzhniye electric grids

from 17.11.2010

mo 18.11.2010

During the internal audit several Environmental law violations were
detected. On the basis of the Auditor reports activities directed to
elimination of these violations are developed and implemented.

Development, implementation and certification
of environmental management system to
meet the requirements of ISO 14001

In 2010 JSC IDGC of the North-West carried out the following activities:

e Program of Environmental Policy for 2010-2012 was approved and put into operation;

o Internal ecological audit in the industrial subdivisions was carried out.

Priority goals of JSC IDGC of the North-West in the sphere of environment
protection according to the approved Program of Environmental Policy are

providing the decreased negative influence on environment and assessment
of nature protection activity with the purpose of its perfection.

Primary goals of JSC IDGC of the North-West in 2010-

2012 in sphere of environment protection are:

o Acquisition of licenses for accumulation, utilization, neutralization,

transportation, disposal of I - IV hazard class waste.

 Minimization of environment pollution by the processed oil products by due repair of oil-

receiving devices, replacement of oil-filled equipment by SF6 or vacuum counterpart.

o Organization of professional training of managers and specialists of the Company in the sphere

of environment protection and ecological safety, responsible for decision-making in carrying

out economic activity, which renders or may render negative influence on environment.
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Development prospects

In modern conditions of market
economy successful activity of an
enterprise requires the presence

of strategy defining ways of its
development, priorities, potential,
goals and ways of their achievement.

Development of strategy is especially
relevant for JSC IDGC of the North-
West as socially responsible company,
foundational for forming of electric
supply distributional structure of seven

regions of the Northwest federal district.

Strategic development of the company
should be in advance of economic
growth in the territory of its activity.

While planning the formalized
development strategy in immediate
perspective, the company
management has defined the

main priorities for this stage:

o Increase of reliability and quality of
services sold by the Company;

o Increase of operating and
investment cfﬁcicncy;

o Increase of investment appeal;

o Increase of energy effectiveness and
providing innovative development;

In the framework of the

defined development areas in
2010 the Company carried out
the following activities:

° IDVCStmEﬂ[ program in the amount

of RUR2,705.759 million or 116 %
of the annual plan was fulfilled.

Company’s investment program
for 2011 is planned in the amount

of RURS,310.263 million.

Company’s long-term investment
program for the period from 2012-
2016 is formed in conformity with the
requirements of the Russian Federation
Government Ordinance dated
01.12.2009 No. 977 with account of
the resules 0f 2011 tariff regulation and
actual fulfillment of the 2010 investment
program. The amount of capital
investments in the network complex for
the period 0f2012-2016 is RUR47,253
million, and the planned fixed capital
input is RUR46,614 million.

o With planned expenses of RUR1,147.7
million for 2010 according to the approved
repair program IDGC of the North-

West, the actual expenses amounted

to RUR1,226.1 million or 107 % of the
plan. The excess was formed due to the
performance of emergency recovery work.

Repair program for 2010 is fulfilled

by physical parameters, in some
positions with excess of the planned
parameters. Excess fulfillment by
physical parameters became possible
due to the economy of fixed assets

as a result of tendering procedures

and the subsequent fulfillment of
additional amount of works on separate
parameters of the repair program.

2012

Amount of capital
investments, RUR

mln, without VAT 8573| 9600| 10032 9777| 9271| 47253
o Increase of availability of electricity Amount of financing,
supply infrastructure; RUR mln with VAT 10176| 11099| 11770| 11719| 10845| 55609

 Development of human capital assets.

Fixed capital input,
RUR mln, without VAT 8073

9320| 10859| 9823| 8538| 46614

Volume of construction-

in-progress, RUR
mln, without VAT 2218 2385 1558 1581 2234
MVA 415 947 697 464 403| 2926
Power input km 674 352 652 752 852| 3283
MVA 185 406 303 245 165 1305
Capacity gain km 205 62 265 256 148 936

In the next 10 years the Company
expects the introduction of innovative
projects of domestic and foreign
manufacturers, pilot projects on
transition to coordinated management
of distributive networks according to
smart grid technology, commissioning
0f 110-220 kV digital substations,
transition from air to 35 kV and

above cable lines in large cities of the
region. Realization of the innovative
development concept will allow JSC
IDGC of the North-West to lower
consumption of fixed capital to 50 %
level and to maintain it at this level.

Repair program of JSC IDGC of the
North-West for 2011 is generated for
the amount of RUR1,565.9 million,
which exceeds the planned expenses
of the repair program for 2010 by 36
%. The increase in repair fund allowed
to increase physical parameters of the
repair program for 2011 on separate
groups of the equipment compared to
the plan for 2010. In this way, major
overhaul of OL 0.4-220 kV in physical
parameters will increase by 22 %,
clearing of passageways for OL of all
classes of wattage — by 16 %, repair of
TS - by 39 %. Substantial growth of
expenses is planned for repair of motor



transport and special equipment — by
34 %, expenses for repair of industrial

buildings and constructions - by 80 %..

« cchnological connection of
consumers to networks with total
capacity 157.7 MW is carried out.

The Company’s activity is first of all
focused on the client. Therefore the
improvement of service quality is
planned in the future, including the
improvement of service rendering
quality, reduction of technological
connection terms, performance of the
client’s technical activities by means

of JSC IDGC of the North-West.

In order to control the process
of technological connection the
Automated system of consumers’
technological connection process
program is introduced in JSC
IDGC of the North-West.

One of strategic areas of [SC IDGC
of the North-West activity remains
the perfection of electric energy

and energy demand marketing
research system in the territory of
constituent entities of the Russian
Federation served by the Company,
also by means of improving the
quality of methodological documents
(organization standards), introduction
of the automated forecasting system
for perspective change in electrical
load and power consumption.

Increase in reliability of short-

term, medium-term and long-term
forecasting of clectric energy and energy
during the forecasting campaign for

the period 2012-2017. Forecasting
campaign materials should provide

the development of the Company’s
investment priorities and substantiation
atlong-term tariff regulation.

o Transition to regulation of tariffs for
electric energy transmission services in
the form establishing long-term tariffs
on the basis of long-term regulation
parameters, including the application of
return on invested capital method (RAB).

In the framework of transition to long-
term tariff regulation system the RAB
tariff making system is introduced in
Novgorodenergo branch starting from
2010. From 01.01.2011 transition to
long-term tariff making was carried out
in five more branches of the Company:
Arkhenergo, Vologdacenergo, Kolenergo,
Komienergo and Pskovenergo.

In the immediate perspective the
Company is planning to implement
the transition of Karelenergo Branch
to long-term tariff regulation. Thus,
the tariffs of all JSC IDGC of the
North-West’s branches will be
defined on the basis of long-term
regulation parameters established
for the period of several years.

Transition to long-term tariff regulation
is a prerequisite for providing the
system process of fixed capital renewal
in connection with realization of
regional schemes of electric networks
development, growth of the Company’s
investment appeal, realization of
full-scale activities aimed at increase

of electric supply reliability level

and quality of consumers’ service

with the goal of conforming to the

best branch and world standards.

o The Company applies the system
approach to costs management.

Since 2009 development of the
Company’s business plan is
accompanied by the development of
costs management program concerning
the declared production needs of the
branches. Currently the 3-year Program
of costs management is being worked
up; it will provide the optimization of
operational, investment and financial
charges of the company in addition

to the indicators stipulated by the
business plan approved for 2011.

Activities for automation of business-
processes, optimization of the company’s
structure and functions carried out by
the personnel will be aimed at control
of the salary component growth in the
tariff. Much attention will be given to
increase of purchasing activity efficiency,
optimum use of stocks, and decrease in
maintenance charges for non-core assets
of the Company. The ultimate goal

of the Program of costs management
implementation is the achievement

of activity efliciency parameters and
company’s profit-earning capacity
corresponding to the market.

e Long-term target program of energy saving
and energy effectiveness increase for 2011-
2015 is being developed in the Company.

The goals of the Program are directed

on decrease in the energy resources

consumption at realization of regulated
activity on energy transmission

through power distribution networks

of JSC IDGC of the North-West.
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The purpose of the long-term programs
aimed at energy saving and energy
effectiveness increase is lowering

the cost of power transmission

services to consumers, due to:

o Reduction of losses during electric power
transportation to the value not higher
than the wastage allowance approved
by regional executive authorities in
the sphere of tariff regulation;

o Decrease in consumption of
power resources on the Company’s
industrial and economic objects;

o Reductions of industrial activity
maintenance costs.

Long-term programs aimed
at energy saving and energy
effectiveness increase will include

the subprograms providing:

o Reduction of losses during electric
power transportation;

o Conducting energy inspection of the
Company’s branches till 31.12.2012;

o Carrying out settlements for
the consumed power resources
according to metered values;

e Decrease in consumption of
power resources on the Company’s
industrial and economic objects.

In the framework of energy service
activity development the affiliate
company JSC Energoservice of

the North-West was formed in
IDGC of the North-West; its
main types of activity are:

e Performance of design and construction-
installation works of electric power, hot
and cold water supply metering units;

e Design, installation and adjustments
of heat energy, gas metering units
and manufacturing equipment;

o Carrying out tool inspection
of power assets;

o Activity in the framework of
energy service contracts;

o Assessment and reduction of power
supply losses in the power supply systems
of houscholds, industrial enterprises and
public sphere organizations, including:

o Development of power inspection
(energy audit) methods; organization
and conducting energy audit,
including prelaunch (preoperational),
primary, periodic (repeated),
unscheduled, local, express-inspection,
and other types of activity.

Program of human resources
support and development has
been accepted by JSC IDGC of
the North-West for 2010-2015.

Any company’s level of competitiveness
is largely based on the quality of the
professional staff. Therefore, one of
the main tasks facing JSC MDGC
of the North-West and the key
direction of HR Policy is to support
and develop the Company’s human
resources considering the direction
of distributive network complex
development, regional characteristics
and dynamics of the country’s social
and economic development.

In order to provide the solving of
this key problem the performance
of three components is necessary:

e« maintenance of the Company’s
human resources;

o replenishment of the Company’s
human resources;

o development of the Company’s
human resources.

The conducted analysis of the current
HR situation in the Company and
the external personnel situation

for solving the problems of HR
maintenance, replenishment and
development allowed to define

the following main directions:

e Defining the special category of
employees, keeping which is of key
importance to the Company;

¢ Development and introduction of activitics
on youthification of the Company’s
personnel, in particular the personnel
of industrial divisions (workers and
engineering and technical specialists);

o Strengthening the cooperation with
leading Russian educational institutions
of higher, secondary and additional
vocational training with accent on
the specialized power engineering
educational institutions and chambers;

o Development of personnel preparation,
training and retraining system in wide
use of the regional educational centers’
opportunities and introduction of
flexible educational technologies;

o Perfection of motivation system,
development of social partnership system;

o Strengthening HR work;

o Strengthening work on psycho
physiological safety provision of
operating personnel’s labor activity.
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Glossary

RRO Rescue And Recovery Operations

AIS Automated Information Systems

AIEPAS Automated Informative Electric Power Accounting System

ADCS Automated Dispatch Control System

UMS Utility Metering Systems

ACS Automated Control System

APCS Automatic Process Control System

ATS Automatic Telephone Station

OL Overhead (Power Transmission) Line

FOCL Fiber Optic Communication Line

HV High Voltage

CH Computing Hardware

HF communication High-Frequency Communication

AIPP Annual Integrated Purchasing Program

GC Generating Company

AGMS Annual General Shareholder’s Meeting

HPP Hydroelectric Power Plant

S&A Subsidiaries and affiliates

VHI Voluntary Health Insurance

DC Dispatch Center

DS Dispatcher Service

DPP Diesel Power Plant

UNPG Unified National Power Grid

UST Unified Social Tax

UPS (IPS) Unified (Integrated) Power System of Russia

HUS Housing and Utilities Sector

MICEX Moscow Interbank Currency Exchange

IT Information Technologies

1P Information Project

IPR Investment Program

IS Information Systems

ISO International Organization for Standardization

CI Capital Investment

CIMS Corporate Information Management System

CL Cable Line

Corporate Code of Conduct, approved at the session of the Government of

Corporate Code the Russian Federation on 28.11.2001 and recommended for use according to

of Conduct Regulation of FCSM of the Russian Federation No. 421/r dated 04.04.2002

IPA Integrated program of automation

CPD Corporate Presentation day

CPC Corporate Personal Computer

KPI Key Performance Indicators

CS Consulting Services

PTL Power Transmission Line

MMSS Modular Mobile Substation

IDGC Interregional Distribution Grid Company

IFRS International Financial Reporting Standards

MUE Municipal Unitary Enterprise

Ministry of the Russian Federation for Civil Defense, Emergency

EMERCOM Management and Natural Disasters Response

IPG Intersystem Power Grid

p-t. Present Time

EGR Essential Gross Revenues

VAT Value Added Tax

R&D Research and Development




TC Tax Code

NPP Non-State Pension Provision

NP ACR Non-Commercial Partnership Audit Chamber of Russia
NPF Non-State Pension Fund

HAI Health and Accident Insurance

NC New Construction

JSCRTS JSC Stock Exchange Russian Trading System
Company JSCIDGC of the North-West

OIC Operative-Information Complex

AWP Autumn and Winter Period

ODS Open Distributive System

WMEP Wholesale Market for Electricity and Power
FA Fixed Assets

FC Fixed Capital

DSW Design and Survey Work

PC Personal Computer

PD Production Department

S/W Software

SS Substation

PTUO Primary Trade Union Organization

DSW Design and Survey Work

PC Personal Computer

RDO Regional Dispatching Office

RPA Relay Protection and Automation

RAS Russian Accounting Standards

REM Retail Electricity Market

DGC, subordinate Distributing grid company, the functioning of which is the
company responsibility of JSC IDGC of the North-West
RTS Russian Trading System

DZ Distribution Zone

CE Computer Equipment

DTMM Dispatching and Technological Management Means
NWFD Northwest Federal District

SIW Self-Supporting Insulated Wire

MM Mass media

QMS Quality Management System

DTITS Dispatch and Technological Information Transmission System
IRS Information Reporting System

SRM System of Risk Management

TBS Tariff and Balance Solution

TGC Territorial Generating Company

TC Technological Connection

TS Transformer Substation

TR&R Technical Repowering and Reconstruction
M&R Maintenance and Repair

TNO Territorial Network Organization

FEC Fuel and Energy Complex

TPP Thermal Power Plant

CHP Combined Heat and Power Plant

AS Appraisal services

TRD Tariff Regulation Directorate

FSSD Federal Security Service Directorate

FL Federal Law

FCSM Federal Commission for the Securities Market
FGC Federal Grid Company

FTS Federal Tariff Service
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FFMS Federal Financial Markets Service
ES Emergency Situations
DCC Digital Communication Channel
CTC Central Tender Committee
DPC Data Processing Center
CSC Customer Service Center
NMC Network Management Center
ERP Energy Repair Production
PG Power grid
PSC Power Supply Company
EBITDA Earnings before Interest, Taxation, Depreciation & Amortization
RAB Return on Invested Capital Method
ROE Return on Equity

Measurement units

A ampere. Electric current intensity unit

Ha hectare. Area unit

Gcal gigacalorie. Thermal energy unit

Gcal/hour gigacalorie /hour. Thermal power unit

Kb/s., Mb/s., Mbaud kilobit/sec., megabit/sec., megabaud. Information transmission rate unit
kv kilovolt. Voltage unit

kVA, MVA kilovolt-ampere, megavolt-ampere. Electric power unit
kWh Kilowatt-hour. Electric energy unit

kW, MW kilowatt, megawatt. Electric active power unit

khz kilohertz. Frequency unit

kVAr kilovolt-ampere. Reactive power unit

km kilometer. Length unit

thous. cub. m thousand cubic meters. Volume unit




Reference Information

1. Company information:

Full name: Open Joint-Stock Company Interregional Distribution
Grid Company of the North-West;
Abbreviated name: JSC IDGC of the North-West;
Legal address: Sobornaya st., 31, Gatchina, Leningrad region, 188300, Russia,

Postal address:

5A Voronezhsakaya st., Saint Petersburg, 191119, Russia,

Phones, fax:

Phone (812) 305-10-00, fax 305-10-98

e-mail:

main@mrsksevzap.ru;

Internet address:

www.mrsksevzap.ru;

Bank details:

TIN (taxpayer’s identification number 7802312751, RRC (registration reason
code) 470550001, PSRN (primary state registration number) 1047855175785

RNNBO (Russian national nomenclator of businesses and organizations) 74824610

Settl. account 40702810539000005887 with JSC Bank VTB
Severo-Zapad Operation Department-5 Saint Petersburg

Corr. account 30101810200000000791

BIC (Bank Identification Code) 044030791

2. Registrar of JSC IDGC of the North-West:

Full name:

Open Joint-stock Company Registrator R.O.S.T.

Abbreviated name:

JSC Registrator R.O.S.T.

Location:

bld. 13, 18 Stromynka st., Moscow, 107996

Postal address:

PO Box 9, 18 Stromynka st., Moscow, 107996

Phones: (495) 771-73-38, 771-73-39
Internet address: http://www.rrost.com/
Bank details: TIN 7726030449, RRC 771801001, BIC 044525700, settl.

account 40701810700001401238 with CJSC Raiffeisenbank
Austria, Moscow, corr. account 30101810200000000700

3. Transfer agents of JSC IDGC of the North-West:

Alexander Valentinovich

Full name Office, subdivision Contact phone and fax
Sidorov Leading specialist of Property Management Department

Alexey Sergeevich of JSC IDGC of the North-West’s branch Arkhenergo (8182) 676-345
Petrochenko

Legal counsel of Property Management Department of

JSC IDGC of the North-West’s branch Vologdaenergo (8172) 790-268

Vera Ivanovna

Kabonen . . 1

Leading specialist of Property Management Department
Natalia Mikhailovna of JSC IDGC of the North-West’s branch Karelenergo (8142) 791-795
Noskova Leading economist of investor relation sector of

Property Management Department of JSC IDGC

of the North-West’s branch Komienergo (8212)283-322

Economist for book-keeping, 1st category,

Koroleva Property Management Department of JSC IDGC (815-2) 482-000,
Elena Alexandrovna of the North-West’s branch Kolenergo 406.28-07
Gallina Head of Property Management Department of JSC

Irina Stepanovna IDGC of the North-West’s branch Novgorodenergo (8162) 984-312
Petrova Deputy Head of Property Management

Elena Vasilievna Department of Pskovenergo (8112) 69-73-28









