IDGC of Centre, JSC
Explanatory Note to the Accounting Statements for 2008.
(amounts denominated in thousand roubles)
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1. Information on the Company
	1. Full name
	Interregional Distribution Grid Company of Centre, Open Joint-Stock Company; Taxpayer Identification Number (INN) 6901067107

	2. Short name
	IDGC of Centre, JSC

	3. State Registration Date
	December 17, 2004

	4. Information on the authorised capital
	Authorised Capital of the Company comprises RUB 4,221,794,146.8 (four billion two hundred twenty-one million seven hundred ninety-four thousand one hundred forty-six)

	5. Information on the members
	Total number of the shareholders in the register of the issuer as of December 31, 2008 is 15,424 including total number of nominal shareholders as of December 31, 2008: 24.

	6. Information on the auditor
	KPMG CJSC performing audit under Licence No. E 003330 issued by the Ministry of Finance of the Russian Federation dd. January 17, 2003 valid for 10 years.


Core business of IDGC of Centre, JSC is:
· Transmission and distribution of the electric power through the network of 0.4-110 kV voltage.

· Connection to the electric power network of 0.4-110 kV voltage.

Main service markets of IDGC of Centre and its affiliates are:
· Regional market of power transmission in total comprising 11 constituent entities of the Russian Federation.
· Regional market of the network connection in total comprising 11 constituent entities of the Russian Federation.

Headcount of IDGC of Centre personnel as of December 31, 2008 was 23,696 employees.
Management bodies of the Company
Management bodies of the Company are:

· General Meeting of Shareholders

· Board of Directors

· Director General

The Company Board of Directors performs the general guidance of the Company business, excluding the questions referred to the responsibility of the General Meeting of Shareholders by the Federal Law On Joint-Stock Companies and Articles of Association of the Company.
Members of the Board of Directors of IDGC of Centre, JSC:

	Full Name
	Position

	Andrey Aleksandrovich Dyomin
	Deputy Chairman of the Management Board of FGC UES, CJSC

	Aleksandr Markovich Branis
	Director of the Prosperity Capital Management (Russia), Ltd. Representative Office

	Dmitry Aleksandrovich Burnashev
	Deputy Head of the Project Centre on Completion of the Restructuring of RAO UES of Russia, OJSC, IDGC Holding, OJSC

	Yevgeny Fedorovich Makarov
	Director General of IDGC of Centre, JSC

	Aleksey Romanovich Kachay
	Advisor Director General of Rosnanotechnology State Corporation

	Vyacheslav Mikhailovich Kravchenko
	Director General of RN-Energo, LLC

	Aleksey Vitalyevich Klaptsov
	Vice-President of Halcyon Advisors

	Misrikhan Shapievich Misrikhanov
	Director General of Backbone Electric Grids, Affiliate of FGC UES, CJSC 

	Pavel Ivanovich Okley
	Deputy Director General – Technical Director of IDGC Holding, OJSC

	Aleksandr Grigorievich Starchenko
	Director for Power Industry of “Novolipetsk Steel”, OJSC

	Sergey Borisovich Syutkin
	Director General of SO UES of the Interregional Dispatching Office of Centre, OJSC


The Chairman of the Company Board of Directors is Andrey Aleksandrovich Demin, Deputy Chairman of the Management Board of FGC UES, CJSC.
Guidance of the current activity of the Company is performed by the sole executive body – Director General. Director General of IDGC of Centre, JSC is Yevgeny Fedorovich Makarov.
The Internal Audit Committee of IDGC of Centre, JSC is represented by:

	Full Name
	Position

	L.R. Matyunina
	First Deputy Head of the Internal Audit Department of IDGC Holding, OJSC

	V.Ye. Bunin
	Head of the Internal Control And Audit Department of IDGC of Centre, JSC

	D.V. Sklyarov
	Manager, internal control and audit. Business Consulting Department of KPMG, CJSC

	A.V. Baitov
	Head of the Financial Control And Internal Audit Directorate of FGC UES, CJSC

	I.A. Zenyukov
	Deputy Head of the Corporate and Shareholder Management Department of the Corporate Centre RAO UES of Russia, OJSC

	M.A. Lelekova
	Deputy Head, leading expert, main specialist of the Financial Control And Internal Audit Directorate of FGC UES, CJSC


2. General rules of reporting
Annual accounting statements of the Company are prepared pursuant to the requirements of the law of the Russian Federation.
Accounting of the property, liabilities and business operations is performed on the basis of physical indicators represented in money terms on continuous, regular, documental and consistent basis. Annual accounting statements indicators are subject to the materiality concept of the financial position assessment by all interested users.
Annual accounting statements of the Company are prepared in accordance with going concern assumption which takes into account the sale of assets and performance of obligations in normal course of business.
Accounting statements data is denominated in thousand roubles.

3. Accounting policy
These accounting statements of the Company are prepared subject to the accounting policy approved by Order No. 2 “On accounting policy of IDGC of Centre, JSC from April 01, 2008” dd. January 14, 2008 and Order No.90a “On amendments to the order No.2 dd. January 14, 2008” dd. March 31, 2008. Accounting policy is prepared in accordance with the requirements of:
the Civil Code of the Russian Federation;

Federal law No 129-FZ “On accounting” dd. November 21, 1996;

Regulations on accounting reporting procedure in the Russian Federation (order of the Ministry of Finance of the Russian Federation No. 34-n dd. July 29, 1998).

Russian Accounting Standards (RAS) 1/98 Accounting Policy of the Company, RAS 2/94 Accounting of the Agreements (Contracts) for Major Construction Work, RAS 3/2006 Accounting of the Assets and Liabilities, the Price of which is Denominated in Foreign Currency, RAS 4/99 Accounting Statements of Company, RAS 5/01 Accounting of the Inventories, RAS 6/01 Accounting of the Fixed Assets, RAS 7/98 Events after the Balance Sheet Date, RAS 8/01 Contingencies, RAS 9/99 Company Income, RAS 10/99 Company Losses, RAS 11/2008 Information on Related Parties, RAS 12/2000 Segment Information, RAS 13/2000 Accounting of Government Assistance, RAS 14/2007 Accounting of the Intangible Assets, RAS 15/2001 Accounting of the Loans and Expenses on their Maintenance, RAS 16/02 Information on Discontinuing Operation, RAS 18/02 Accounting of the Company Profit Tax Calculations, RAS 19/02 Accounting of the Financial Investments, RAS 20/03 Information on Participation in Joint Ventures.
Amendments to the accounting policy are made pursuant to the amendments to RAS 1/2008, RAS 11/2008, RAS 14/2007 and RAS 15/2008.
Amendments to the accounting policy for 2009 are approved by the Company Order No. 315 dd. 31.12.2008 and the most material ones are disclosed in separate sections of the Accounting policy.
3.1. Short-term and long-term assets and liabilities
Assets and liabilities are reported as short-term if their maturity period is less than 12 months from the day following the balance sheet date. All other assets and liabilities are reported in the statements as long-term.
3.2. Intangible assets
Intangible assets are non-cash items owned by the Company having no physical structure irrespective of their cost intended for the effective use in products manufacture, rendering services or for administrative purposes within 12 months at the least and capable of bringing economic benefits in the future.
The Company shall not recognise as intangible assets the items resolved for alienation to the other persons (resale, exchange etc.) at the moment of their accounting (qualification). Such items are treated by the Company as goods. 
Intangible assets are accounted at their original cost determined pursuant to the reason of their receipt (acquisition, production, contribution to the authorised capital etc.)

Cost of the intangible assets at which they are accounted for shall not be changed.

The amount of amortisation charges on the intangible assets is determined in accordance with rates calculated subject to their original cost and useful life (straight-line method).

Useful life of the intangible assets is determined by the expert committee and approved by the Head of the Company (or duly authorised person) on accounting of the item.
Amortisation is accrued on a monthly basis at the special account “Intangible assets amortisation”.

Should an intangible assets item be disposed, its cost is subject to write off in the relevant accounting year. Disposed intangible assets are reported at their depreciated cost similarly to the procedure provided for all PPE.
The accounting policy for 2009 has been changed pursuant to the amendments made to RAS 14/2007.

The actual (original) cost of an intangible asset at which it was accounted for is subject to change in cases of reassessment and impairment of the intangible assets.
The Company is entitled not more than once a year (at the beginning of the accounting year) to reassess the groups of homogeneous intangible assets at the current market value, determined exclusively pursuant to data of the active market of the specified intangible assets.
In case of material change of the duration of period in course of which an asset is expected to be used by the Company, its useful life is subject to adjustment.
Monthly amount of amortisation charges on an intangible asset is determined on straight-line basis.

The established original useful life of intangible assets in operation has not changed since January 01, 2009.
3.3. Property, plant and equipment
The Company recognises as PPE the assets in respect of which the following conditions are simultaneously applicable:
· An asset is expected to be used in products manufacture, on performing works or rendering services or for administrative purposes for a long period (useful life exceeding 12 months or standard operating period if it exceeds 12 months)
· An asset is able to provide economic benefits (income) in future; further resale of these assets is not intended by the Company.
Assets, in respect of which the above mentioned conditions are applicable and the cost of which is more than RUB 20,000 for a unit, are reported as the inventories except grid equipment (power supply lines, transformer sub-stations) and vehicles. For the purpose of keeping these items safe in course of production and operation the Company implements supervision over their flow. These objects are accounted in terms of quantitative representation. 
The Company shall not recognise as PPE the items resolved for alienation to the other persons (resale, exchange etc.) at the moment of their accounting (qualification). Such items are treated by the Company as goods. 
Items having useful life exceeding 12 months and not intended for sale, using which in production process or administration as well as consuming economic benefits from such use is not reasonable, are reported separately as part of PPE, i.e. non-production PPE.
Depreciation accrued on the specified items of PPE as well as on maintenance expenses of such items is treated as current expenses without reporting for profit tax purposes.
The Company PPE include buildings, structures, machinery and equipment, transport, production and work appliances and land plots.
The original cost of the PPE, at which they are accounted for, may be changed in cases of construction completion, re-equipment, reconstruction, renovation, partial destruction or reassessment.

Property items are accounted as PPE and treated separately in analytical accounting if capital investments into them are completed, relevant original accounting documents of acceptance are issued, documents submitted for state registration, and the items are actually in operation.
PPE items are accounted at the actual cost of their acquisition. Items received by the Company under the Merger Agreement dd. December 03, 2007 w/o No. as a result of restructuring through RGCs being merged by IDGC of Centre, JSC, are accounted at the depreciated cost.
In the accounting statements PPE are disclosed at recovery cost reduced by depreciation accumulated over the operation period excluding items received in course of restructuring.
Depreciation of PPE items is accrued on straight-line basis pursuant to the standards of Decree of the Government of the Russian Federation No. 1 dd. January 01, 2002 “On classification of PPE included into depreciation groups”:
	PPE group
	Useful life (number of years) of the accounted items

	Buildings and structures
	15-50 years

	Power supply lines networks
	5-20 years

	Equipment for power transformation
	5-20 years

	other
	1-30 years


Accounting policy for 2009 is changed pursuant to RAS 6/01.
The original cost of PPE is changed subject to resolution on their revaluation up to recovery cost. Frequency of PPE revaluation: items are resolved for revaluation subject to material deviation of the reported cost of items from their current (recovery) cost. Revaluation of PPE is performed pursuant to a special Company Order.
3.4. Investments
The Company recognizes as the investments assets having no material form and capable of bringing in future economic benefits (income) in form of interest, dividend or increase of cost (in form of difference between sales (redemption) cost and purchase cost) as a result of their exchange, use for redemption of liabilities, increase of the current market value.
Analytical accounting of the investments is performed in terms of short-term and long-term investments.

The long-term investments are investments made with intention to gain income from them within more than a year.

Other investments are deemed short-term.
In accounting statements investments are divided into short-term and long-term pursuant to the maturity (redemption) period.
When the period until the redemption of securities or redemption of loans given by the Company reduces to 365 days, the long-term investments are transferred to the short-term investments.

Investments the market value of which can be determined in accordance with the established procedure are reported in the accounting statements at the end of the accounting year at the current market value by means of their assessment adjustment as of the previous balance sheet date. The specified adjustment is performed by the Company each quarter.

Difference between the assessment of the investments at the current market value as of the balance sheet date and previous assessment of the investments is treated by the Company as other income or loss. Thus, increase of the market value of the investments is posted to the debit of the account “Investments” and credit of the account “Other income and loss”, decrease of the market value – to the debit of the account “Other income and loss” and credit of the account “Investments”.
In the event that the market value of the investments item previously assessed at the current market value can not be determined as of the balance sheet date, such investments item is reported in the statements at the latest assessed cost.

Investments the market value of which can not be determined are disclosed in the accounting at the original value.
On disposal of the assets accounted as the investments the market value of which is determined, their cost is determined by the Company pursuant to the latest assessment.

Securities (shares and debentures) are assessed on disposal at the average original cost determined for each kind of securities.
Income from the investments is recognized by the Company as other income.

3.5. Inventories

The inventories are measured at the costs of purchase. The inventories were written off to production costs at the unit cost.

Reserve for inventories cost reduction was not formed.

3.6. Prepaid expenses

The expenses, incurred with the Company in the accounting year, but relating to future accounting periods are treated as prepaid expenses. These expenses are charged-off on a straight-line basis in the periods in which incurred.

The period during which prepaid expenses shall be charged-off is determined by the Company’s CEO based on expert report or any other documentary evidence. Prepaid expenses shall be charged-off on a straight-line basis in the period in which incurred.

3.7. Trade receivable

Trade receivable is determined based on the prices set by the agreements between the Company and the buyers (customers) with regard to all discounts (mark-ups) granted by the Company and inclusive of VAT. During the accounting period the Company did not perform services on commercial loan terms the loan being granted on deferred payment terms.

Accounts receivable are disclosed in the breakdown (Appendix 1 to Explanatory Note); accounts payable are disclosed in the breakdown (Appendix 2).

3.8. Loans and borrowings
The Company recognises the debt on loans (borrowings) as a separate type of liabilities accounted for on separate accounts.

Debt on loans is divided into: 
Long-term debt and short-term debt:

· short-term debt is a debt, which has a maturity of less than 12 months according to the terms of the agreement;

· long-term debt is a debt, which has a maturity of more than 12 months according to the terms of the agreement;

Into due and overdue debt:

· due debt is a debt on loans which maturity date is not due or extended (prolonged) in accordance with the established procedure;

· overdue debt is a debt on loans which maturity date expired according to the terms of the agreement. 
In case of execution of supplement agreements to the agreement short-term debt shall be transferred to the long-term debt.

The Company accounts for available borrowed funds, which have a maturity of more than 12 months according to loan agreement as long-term debt until expiry of the specified term.

The Company’s additional costs relating to loans procurement, issue and placement of debentures include the following costs types, relating to: 
· providing the borrower with legal and consultation services (including audit at the lender’s request);

· copying and duplicating services;

· carrying out expertise; 
· expenditures on communication services;

· other costs, directly related to loans procurement.

If the additional costs as part of the costs relating to loans procurement and use are not attributed to increase in the investment asset value, the Company treats these additional costs as other expenses in the period in which incurred (they shall not be accounted for in advance as accounts receivable and charged-off on a straight-line basis as other expenses during the period of debentures redemption).

3.9. Inventory

Inventory of assets and liabilities is made in accordance with applicable Methodological Guidelines of the Ministry of Finance of the Russian Federation No. 49 dated June 13, 1995. Physical inventory as well as inventory of PPE, construction in progress, intangible assets as of October 01, 2008, cash, securities, investments, settlement of taxes and obligatory contributions to budget, settlements with debtors and creditors, prepaid expenses, reserve for future expenses and payments as of December 31, 2008 was made prior to annual accounting report preparation.

3.10.  Income recognition

The Company’s income is divided into income from the ordinary course of business and other income.

Income from the ordinary course of business is proceeds relating to services rendering, work performance, sale of products and goods to third party organisations.

The Company recognises as income from the ordinary course of business:

· income from services on electric power transfer and transmission;

· income from network connection services,

· income from construction and erection work performance;

· income from other work and industrial services performance;

· income from other work and non-industrial services performance

Other income includes all income not related to work and services performance in the ordinary course of business. Revenues shall be accounted for in the amount calculated in monetary terms, equal in the amount to cash inflow and other assets and (or) accounts receivable.

Income received (accrued) in the accounting period, but referring to future accounting periods, as well as deficiencies receivables, revealed in last years’ accounting period and difference between the amount due and payable by guilty persons and the value of inventories, accounted for when deficiencies and loss were revealed, shall be recognised as future income.

3.11.  Expenses recognition
The Company’s expenses are divided into expenses under the ordinary course of business and other expenses.

Expenses in the ordinary course of business are expenses, relating to services rendering and work performance.

Expenses in the ordinary course of business include costs relating to production (cost of services, work, products), management expenses.

Expenses in the ordinary course of business include primarily expenses under the following headings:

· expenses relating to electric power transfer and transmission;

· expenses relating to network connection;

· expenses relating to construction and erection work performance;

· expenses relating to other work and industrial services performance;

· expenses relating to other work and non-industrial services performance

Management expenses are recognised at the cost of products, goods, work, and services sold in the accounting year in full as expenses in the ordinary course of business.

4. Material indicators disclosure 
4.1. Intangible Assets

Intangible Assets, i.e. a trade mark and software, are accounted for on the Company’s balance sheet.

The value and structure of the Company’s intangible assets is given in the following table:

	Item
	Group 
	Original value
	Accrued amortisation
	Balance value

	
	As of January 01, 2009
	
	
	

	1
	Trade mark
	125
	13
	112

	2
	Software 
	51,523
	6,853
	44,670

	
	Intangible assets total:
	51,648
	6,866
	44,782


4.2. PPE
In the accounting period the Company accrued depreciation in the amount of RUB 2,680,845,000.

The value and structure of PPE in each group as of December 31, 2008 is given in the following table:

	Item
	Group 
	Recovery cost as of December 31, 2008.
	Depreciated cost as of December 31, 2008
	As a percentage of the total



	1
	Land plots
	88,424
	88,424
	0.2

	2
	Buildings 
	5,442,070
	5,313,285
	11.4

	3
	Structures and transfer devices 
	28,358,210
	26,981,880
	59.1

	4
	Machinery and equipment
	13,494,578
	12,383,002
	28.1

	5
	Transport
	466,342
	380,837
	1

	6
	Production and work appliances
	102,209
	73,547
	0.2

	
	Total
	47,951,833
	45,220,975
	100%


PPE items having the original cost of RUB 8,323,000 and depreciated cost of RUB 7,893,000 are not temporarily used in production as of December 31, 2008. The depreciation is not accrued for these items.

PPE leased

PPE leased by the Company amounting to RUB 7,656,440,000 are accounted for on the Company’s off-balance account. This cost was calculated based on the cost of the property, shown in lease contracts entered into in the accounting period. PPE leased include buildings and structures – RUB 1,249,885,000, machinery and equipment, transport – RUB 4,272,367,000 and other (mostly land plots where power transmission towers and transformers are located) – RUB 2,134,188,000.

The Company leased in the property amounting to RUB 4,778,154,000. RUB 229,007,000 are accounted for on the Company’s Balance Sheet and RUB 4,549,147,000 on the off-balance sheet.

Future lease payments

for equipment, accounted for on the off-balance sheet, RUB, thousand

	Affiliates
	2009
	2010
	2011
	2012
	2013
	2014

	Belgorodenergo
	580,895
	453,075
	266,194
	143,037
	64,129
	

	Bryanskenergo
	91,821
	72,528
	54,025
	39,022
	32,713
	2,439

	Voronezhenergo
	171,486
	79,061
	67,794
	58,380
	48,940
	3,649

	Kostromaenergo
	92,926
	64,152
	47,603
	37,604
	31,524
	2,350

	Kurskenergo
	88,309
	50,205
	44,014
	40,412
	26,409
	

	Lipetskenergo
	180,102
	103,575
	92,288
	79,420
	2,685
	2,685

	Orуolenergo
	62,393
	46,718
	37,671
	31,111
	26,080
	1,944

	Smolenskenergo
	50,398
	17,925
	14,503
	12,545
	2,108
	

	Tambovenergo
	81,649
	52,565
	42,784
	37,043
	27,786
	2,011

	Smolenskenergo
	129,137
	91,891
	70,036
	58,755
	47,577
	3,540

	Yarenergo
	147,608
	118,565
	91,403
	58,954
	39,174
	2,990

	TOTAL
	1, 676,724
	1,150,260
	828,315
	596,283
	349,125
	21,608


Future lease payments

for equipment, accounted for on the balance sheet, RUB, thousand
	Affiliate
	2009
	2010
	2011
	2012
	2013

	Yarenergo
	5,395
	1,756
	501
	96
	14


4.3. Investments.

Shares of Energetik Sanatorium-Preventorium, JSC subsidiary in the amount of RUB 15,355,000 are accounted for on the Company’s balance sheet in line 141. Investments in shares of two other subsidiaries (Bogatyr, JSC (RUB 15,670,000) and Strukovo, JSC (RUB 6,348,000) were included in reserve for investments impairment of RUB 22,018,000.
Shares of other organisations in the amount of RUB 34,271,000 are accounted for in line 143.

4.4. Foreign currency assets and liabilities 
In the accounting period foreign currency payment (in US dollars) in the amount of RUB 131,000 was made for participation in the 12th annual international conference "Self-defence and business security”.

S. N. Mashchenko, Assistant Director General for economic security, took part in the conference.

4.5. Inventories (line 210 of the Balance Sheet)
Inventories are measured at the total costs of purchase; their value at the end of the year is RUB 1,692,269,000, which is 21.61 % of current assets or 2.9 % of total Company’s assets.

4.6. Prepaid expenses

Prepaid expenses which have a maturity of more than one year in the Balance Sheet (form 1) are shown in section 1 “PPE” in line 150, and prepaid expenses which have a maturity of less than one year are shown in section II “Current assets” in line 216.

RUB, thousand

	Prepaid expenses
	long-term
	current

	
	Line 150
	Line 216

	Licences
	106,109
	5,457

	Software
	656,052
	88,349

	Insurance
	0
	43,056

	Expenses relating to payment of future leave allowances 
	0
	6,821

	Other prepaid expenses
	70,948
	27,369

	Total:
	833,109
	171,052


4.7. Accounts receivable (l. 230 and 240 of the Balance Sheet).

Accounts receivable structure is given in the table:

(RUB, thousand)

	Indicator
	Balance Sheet line
	2007
	2008

	Accounts receivable including:
	230+240
	85,788
	6,013,647

	accounts receivable (payments due and payable more than within 12 months after the accounting date, including:
	230
	5,923
	68,623

	buyers and customers
	231
	0
	694

	other debtors
	235
	5,923
	67,929

	accounts receivable (payments due and payable within 12 months after the accounting date, including:
	240
	79,865
	5,945,024

	buyers and customers
	241
	46,904
	4,110,988

	Bills
	242
	0
	1,000

	Advance money paid
	245
	5,702
	909,048

	other debtors
	246
	27,259
	923,988


Detailed breakdown of other debtors is given in Appendix 1.

Accounts payable (lines 520 and 620 of the Balance Sheet).
Accounts payable structure is given in the table:

(RUB, thousand)

	Indicator
	Balance Sheet line
	2007
	2008

	Accounts payable including:
	520+620
	59,166
	7,116,524 524

	accounts payable (payments due and payable more than within 12 months after the accounting date, including:
	520
	0
	40,312

	suppliers and contractors
	521
	0
	9,585

	other
	523
	0
	30,727

	accounts payable (payments due and payable within 12 months after the accounting date, including:
	620
	59,166
	7,076 212

	suppliers and contractors
	621
	44,654
	3,849 961

	Salaries payable to staff (current)
	624
	10,612
	295,704

	Accounts payable to public and non-budgetary funds including:
	625
	307
	93,584

	Pension Fund of the Russian Federation
	62501
	157
	71,590

	Obligatory Health Insurance Fund
	62502
	36
	15,608

	Social Insurance Fund
	62503
	114
	6,386

	Taxes and charges payable to budget
	626
	2,067
	436,324

	Federal budget
	62601
	1,969
	348,939

	Budget of constituent entities of the Russian Federation


	62602
	98
	78,019

	local budgets
	62603
	0
	9,366

	Advance money received
	627
	0
	2,182 860

	other creditors
	628
	1,526
	217,779


Detailed breakdown of other creditors is given in Appendix 2.

4.8. Reserve for future expenses and allowance accounts 
At the end of the accounting period the following reserves are shown at the Balance Sheet:

· reserve for impairment of investments in securities in the amount of 
RUB 22,018,000

· Reserve for bad debts in the amount of 




RUB 471,638,000

· Reserve for future expenses and payments in the amount of 

RUB 219,993,000.

Information on Reserves for Contingent Liabilities
IDGC of Centre, JSC – Belgorodenergo.

The part of volumes of electric power transmitted to the customers of Belgorod Sales Company, OJSC that is disputed between the affiliate of IDGC of Centre, JSC and Belgorod Sales Company, OJSC is the reason of accrual of reserve. The dispute on the volume of services rendered under the agreements No. 22-5158/12-657 dated January 1, 2007 and No. 40009698 dated January 1, 2008 arose in connection with the procedure of determination of the volume of transmitted electric power unregulated by existing law and relevant agreements;

The statement of claim of Belgorod Sales Company against the affiliate of IDGC of Centre, JSC is settled in the Arbitration Court of the Belgorod Region, the approximate term of termination of hearing this case in all juridical instances shall be the first half-year period of 2010;

The debt amount of the affiliate of IDGC of Centre, JSC for compensation of losses in the volume of 127,708.736 megawatt/hour is RUB 195,303. The period of calculation of said debt amount is from November 2007 until October 2008 inclusively. The probability of recovery of debt for compensation of losses from IDGC of Centre, JSC under the claim of Belgorod Sales Company, OJSC shall be 53-56 % approximately.

The reserve was not established at the beginning of the accounting period. 
The amount of reserve established in connection with said contingencies as of December 31, 2008 is RUB 106,475,000 or 54.5 % of the claim amount.

IDGC of Centre, JSC – Kostromaenergo

Occurrence of judicial proceedings not completed as of December 31, 2008 under the claim of the affiliate of IDGC of Centre – Kostromaenergo against Kostroma Sales Company, OJSC of unfounded enrichment in the form of difference between fees for services for transmission of electric power arose in connection with using unfounded power capacity by the defendant in the amount of RUB 13,216,000 (case No. A31-3243/2008-29 in the Arbitration Court of the Kostroma Region).

The judicial proceedings were adjourned until January 19, 2009; the judgment of the court of the first instance is expected to be in the first quarter of 2009. The terms of performance and extent of liabilities depend on the course of judicial proceedings. The maximum amount of contingent liability is RUB 13,216,000 according to expert appraisal. The probability of occurrence of liabilities is deemed as 100 % (as very high).

The reserve was not established at the beginning of the accounting period. 
The reserve amount at the end of the accounting period is RUB 13,216,000.

IDGC of Centre, JSC – Voronezhenergo.

Four supervisory appeals of Voronezhskaya Gorelektroset, Municipal Unitary Enterprise are pending in the Supreme Arbitration Court of the Russian Federation against the judgments of the Arbitration Court of the Voronezh Region regarding penalty for use of other persons’ money. The proceedings on said appeals are suspended until hearing by the Presidium of the Supreme Arbitration Court of the Russian Federation of other appeal under the similar case heard by the Arbitration Court of the Rostov Region. The fact of referral of the appeal to the Presidium of the Supreme Arbitration Court of the Russian Federation indicates of good opening for satisfaction of this appeal, i.e., probability of reversal of the judicial act on interest amount recovery is very high. Taking into account the practice of hearing of cases in the Supreme Arbitration Court of the Russian Federation, we may consider that the period within reversal of the judicial acts under the cases with Voronezhskaya Gorelektroset, Municipal Unitary Enterprise, depending on the judgment passed by the court, may be from three up to nine months, i.e., from February-March until September-October 2009. The reversal of the judicial acts on interest recovery shall result in losses for the company. The judgment shall be passed in 2009 and charging of amounts from the affiliate of IDGC of Centre, JSC – Voronezhenergo is rather high – RUB 100,000,000, therefore the decision on accrual of reserve for contingencies as of December 31, 2008 in the amount of RUB 100,302,000 is made.

4.9. Shares of the Company 
The Share Capital of the Company is paid in full as of December 31, 2008 and consists of:

	Description
	Total number
	Par value RUB 

	Ordinary shares
	42,217,941,468
	4,221,794,146.8

	Preferred shares
	-
	-

	Total
	42,217,941,468
	4,221,794,146.8


List of registered persons holding over 5% of ordinary shares as of December 31, 2008 exclusive data of the customers of nominee holders:
	No.
	Category of registered persons
	Name/Full name
	Ordinary shares
	% from placed shares

	1
	Nominee holder
	Limited Partnership Depository and Corporate Technology
	21,206,473,501
	50.2310

	2
	Nominee holder
	Depository Clearing Company, Closed Joint-Stock Company
	7,904,420,657
	18.7229

	3
	Nominee holder
	Deutsche Bank, Limited Liability Company
	5,775,353,373
	13.6799

	4
	Nominee holder
	Closed Joint-Stock Company Commercial Bank Citibank 
	2,572,213,859
	6.0927


4.10.  Authorised Capital

The Authorised Capital of IDGC of Centre, JSC as of December 31, 2008 is RUB 4,221,794,146.80 and is divided in 42,217,941,468 ordinary registered shares with 10 kopecks par value.

4.11.  Loans and Borrowings
IDGC of Centre, JSC has no debt on loans of as of January 1, 2008.

As a result of reorganisation in the form of merger of 11 companies on March 31, 2008, IDGC of Centre, JSC became the legal successor under loan agreements of merged companies in the total amount of RUB 7,461,889,000 (inclusive accrued but not paid interests in the amount of RUB 9,100,850) including RUB 5,525,461,000 – on long-term credits and loans, RUB 1,936,428,000 – on short-term loans.

The data on borrowed cash flow in 2008 are shown in Table 1.

Table 1.
Cash Flow of IDGC of Centre, JSC in 2008
(RUB, thousand)

	Debt
	Debt as of March 31, 2008
	2nd-4th  quarter of 2008
	Debt as of December 31, 
2008

	
	
	Attached/ accrued
	Repaid 
	

	Long-term loans
	5,699,876.98
	1,582,588.50
	1,838,959.67
	5,443,505.81

	interest on long-term loans
	5,583.73
	456,726.92
	435,132.81
	27,177.84

	Short-term loans
	1,752,909.64
	7,233,853.45
	5,096,337.69
	3,890,425.40

	interest on short-term loans
	3,517.12
	239,368.50
	222,685.20
	20,200.42

	Loans total
	7,452,786.62
	8,816,441.95
	6,935,297.36
	9,333,931.21

	Interest total
	9,100.85
	696,095.42
	657,818.01
	47,378.26

	TOTAL
	7,461,887.47
	9,512,537.37
	7,593,115.37
	9,381,309.47


Debt on loans of IDGC of Centre, JSC as of December 31, 2008 shall be repaid within the following periods:
 in the 1st quarter of 2009 – RUB 1,332,229,000; 
in the 2nd quarter of 2009 – RUB 1,386,123,000; 
in the 3rd quarter of 2009 – RUB 1,410,338,000; 
in the 4th quarter of 2009 – RUB 1,225,688,000.

Loans in the amount of RUB 5,354,378,000 shall be repaid in total in 2009.

Loans in the amount of RUB 3,979,553,000 shall be repaid within the period from 2010 to 2012, including RUB 2,381,673,000 in 2010, RUB 1,058,852,000 in 2011, RUB 539,028,000 in 2012.

4.12.  Incomes and Expenses under Ordinary Activities

Incomes and expenses for the accounting period are represented in the Profit and Loss Statement for ordinary activities and other income and expenses separately with details of specific types and sizes.

Revenue from services for the accounting year is RUB 35,659,578,000; the revenue is increased by RUB 34,676,218,000 compared with the past year.

	Description
	2007
	2008
	Deviation

	
	
	
	amount

	Revenue in total (line 010 of form No. 2)
	983,360
	35,659,578
	34,676,218


The cost of services was RUB 30,243,722,000; it is increased by RUB 29,315,350,000 compared with the past year.

	Indicator
	2007
	2008
	Deviation

	
	
	
	amount

	Cost in total (line 020 of form No. 2)
	928,372
	30,243,722
	29,315,350


Revenue and cost are increased due to Companies merged to IDGC of Centre, JSC on March 31, 2008 as a result of reorganisation, namely: Belgorodenergo, JSC; Bryanskenergo, JSC; Voronezhenergo, JSC; Kostromaenergo, JSC; Kurskenergo, JSC; Lipetskenergo, JSC; Oryolenergo, JSC; Tambovenergo, JSC; Smolenskenergo, JSC; Tverenergo, JSC; Yarenergo, JSC.

4.13.  Revenue and Expenses

The revenue of the Company is made from the sale of following services:

	No.
	Revenue 
	Amount

	1.
	Revenue from electric power transmission
	32,632,995

	2.
	Revenue from grid connections
	2,502,421

	3.
	Revenue from sales of services Sole Executive Body
	168,084

	4.
	Revenue from regulated purchase procedures
	7,163

	5.
	Revenue from maintenance 
	177,979

	6.
	Revenue from remedial and operational maintenance
	12,289

	7.
	Revenue from construction and installation work
	32,124

	8.
	Revenue from other work, production services
	126,523

	
	Revenue Total
	35,659,578


Management expenses and cost of the production of the Company include: 
	No.
	Description
	Amount

	1.
	Tangible costs
	16,780,438

	2.
	Salary
	4,072,458

	3.
	Unified social tax
	982,033

	4.
	Depreciation of PPE and intangible assets
	2,672,962

	5.
	Other expenses
	6,331,563

	
	Including:
	

	1
	Billing metering services
	1,370,786

	2
	Servicing
	748,713


	3
	Telecommunication services
	145,777

	4
	Public services
	24,404

	5
	Equipment testing services
	13,002

	б
	Transportation services
	215,738

	7
	Post and typographical services
	3,336

	8
	Private security services
	130,546

	9
	Fire protection service
	2,297

	10
	Communication services
	137,588

	11
	Services for personnel training 
	37,205

	12
	Expenses for labour safety
	18,596

	13
	Services for repair and maintenance of equipment 
	539,050

	14
	Information services
	165,733

	15
	Consulting services
	101,525

	16
	Legal and notarial services
	12,031

	17
	Auditing services
	20,478

	18
	Entertainment expenses
	9,161

	19
	Advertising expenses
	10,798

	20
	Taxes
	153,518

	21
	Business trip expenses
	63,343

	22
	Lease of real estate 
	177,097

	23
	Lease of transport vehicles
	20,353

	24
	Lease of land
	49,217

	25
	Lease of other property
	8,614

	26
	Leasing
	1,045,459

	27
	Non-state Pension Fund
	227,320

	28
	Insurance of property
	201,993

	29
	Insurance of employees
	89,289

	30
	Expenses of future periods 
	151,186

	31
	Other
	437,410

	
	Total Cost of sales
	30,839,454


Other revenues include:

	No.
	Description
	Amount

	1.
	Sale of PPE
	46,272

	2.
	Sale of inventories
	34,574

	3.
	Sale of securities
	139,100

	4.
	Profit of past years revealed in the accounting period
	18,703

	5.
	Acknowledged fines, forfeitures and other financial penalties
	11,337

	6.
	Accounts payable for more than three years 
	46,077

	7.
	Exchange rate differences
	1

	8.
	Incomes from lease
	231,274

	9.
	Increases of the value of PPE 
	1,888

	10.
	Incomes from holding of securities of third parties 
	3,979

	11.
	Property found to be excessive upon inventory
	531,694

	12.
	Compensation of inflicted losses 
	33,473

	13.
	Incomes from writing-off of PPE 
	74,098

	14.
	Incomes from donated PPE
	3,648

	15.
	Donated assets, except for fixed and intangible assets 
	2,058

	16.
	Reconstitution of the reserve for bad debts
	56,665

	17.
	Incomes from emergencies
	15,050

	18.
	Other
	207,523

	
	Total Other incomes 
	1,457,414


Other expenses include:

	No.
	Name
	Amount

	1.
	Expenses for sale of PPE
	19,819

	2.
	Expenses for sale of inventories
	30,295

	3.
	Expenses for sale of securities
	121,641

	4.
	Bank services
	16,506

	5.
	Costs for security servicing
	3,939

	6.
	Reserve for bad debts
	320,249

	7.
	Reserve for other contingent liabilities
	219,992

	8.
	Retirement of assets without income 
	19,328

	9.
	Losses of past years 
	60,298

	10.
	Acknowledged fines, forfeitures and other financial penalties
	8,108

	11.
	State duties under economic agreements 
	13,319

	12.
	Accounts receivable for more than three years
	23,907

	13.
	Exchange rate differences
	1

	14.
	Legal costs and costs for enforcement proceeding
	4,164

	15.
	Embezzlements, deficiencies
	504

	16.
	Charitable contributions
	65,692

	17.
	Expenses for lease
	45,319

	18.
	Contributions to non-budgetary funds Non-state Pension Fund, INVEL
	26,385

	19.
	Cultural and sporting events 
	10,834

	20.
	Financial assistance and other allowances to employees
	412,480

	21.
	Allowances to the Board of Directors 
	8,509

	22.
	Non-reimbursable VAT 
	25,595

	23.
	Business trip expenses
	1,636

	24.
	Contributions and allowances to the trade union committee 
	16,101

	25.
	Payments for pollutant emissions above the allowable level 
	4,289

	26.
	Expenses for state registration of facilities 
	59,689

	27.
	Expenses related to payment for services rendered by credit institutions
	2,952

	28.
	Compensation of inflicted losses
	55,429

	29.
	Expenses for management of capital and meeting of shareholders
	825

	30.
	Expenses for emergencies
	10,326

	31.
	Other
	471,102

	
	Total Other expenses
	2,079,233


4.14. Taxes

The Company applies the accrual method calculating taxable income for income and expenses accounting. Income and expenses are recognized in that accounting (taxable) period when they took place irrespective of actual receipt of cash, other property or property rights. The time of income and expenses recognition according to the accrual method is specified in Articles 271, 272, 316, 317 of the Tax Code of the Russian Federation. The taxation base at the end of 2008 is calculated on the basis of tax accounting data. The taxable income for the accounting year is RUB 4,594,917,000; the profit tax calculated at the rate of 24 % is RUB 1,102,780,000.
In accordance with Chapter 21 of the Tax Code of the Russian Federation, the Company shall deem the earliest date as the time of determination of the taxation base for VAT calculation, as follows:

1. the date of dispatch (performance, rendering) of goods (work, services), transfer of property rights.

2. the date of payment, partial payment on account of future deliveries of goods (performance of work, rendered services),), transfer of property.

The amount of payable Value Added Tax for 2008 is RUB 867,599,000.

The Company shall determine the taxation base for the property tax based on PPE value represented in the assets side of the balance sheet of the Company. PPE items are calculated according to the replacement cost. The property tax amount for 2008 is RUB 108,295,000.

Other taxes and levies are calculated in accordance with tax laws regulating the procedure of calculating and payment of relevant taxes and levies.

4.15.  Deferred tax assets and deferred tax liabilities

The Company shall represent in accounting reports the differences arising due to discrepancy between the accounting profit and the profit calculated in accordance with requirements of Chapter 25 of the Tax Code of the Russian Federation.

The obligation and principles of the indicators calculation are specified in Russian Accounting Standards 18/02 “Profit tax accounting”.

Provisional profit tax expense for 2008 is:

Provisional expense = accounting profit х 24% = 3,652,751 х 24% = RUB 876,660,000

The passage from the accounting profit to the taxable income for 2008 is represented in the table: 
	No. No.
	Indicator 
	Amount

	1.
	Profit (loss) accounting to the form 2 (line 140)
	3,652,751

	2.
	Permanent differences 
	2,428,200

	2.1.
	Transfer (receipt) of property without compensation
	(3,578)

	2.2.
	Financial assistance, social benefits etc. for employees, retirees etc.
	412,480

	2.3.
	Increases of the value of PPE
	(1,888)

	2.4.
	Reconstitution of the reserve for bad debts
	(44,038)

	2.5.
	Depreciation of PPE
	948,612

	2.6.
	Profit of past years 
	(18,703)

	2.7
	Expenses of past taxable periods accounting in the past taxable periods on the basis of the revised tax declaration
	60,298

	2.8.
	Charitable contributions 
	65,692

	2.9.
	Writing-of accounts receivable 
	15,023

	2.10.
	Contributions to non-budgetary funds Non-state Pension Fund, INVEL
	26,385

	2.11.
	Cultural and sporting events 
	10,834

	2.12.
	Allowances to the Board of Directors
	8,509

	2.13.
	Non-reimbursable VAT
	25,595

	2.14.
	Per diem expenses over norms 
	15,285

	2.15.
	Contributions and allowances to the trade union committee 
	16,101

	2.16.
	Payments for pollutant emissions above the allowable level 
	4,289

	2.17.
	Fines, forfeitures, financial penalties, payments for amicable agreements 
	3,639

	2.18.
	Reserve for bad debts 
	98,682

	2.19.
	Reserve for other contingent liabilities 
	219,993

	2.20.
	Other 
	564 990

	3.
	Deductible temporary differences 
	(275,671)

	3.1.
	Depreciation of PPE (depreciation amount for the purposes of tax accounting less than depreciation amount for the purposes of accounting)
	(37,929)

	3.2.
	Loss amount from sale of PPE, carried forward
	99

	3.3.
	Other
	(237,841)

	4.
	Taxable temporary differences
	1,210,363

	4.1.
	Depreciation of PPE (depreciation amount for the purposes of tax accounting less than depreciation amount for the purposes of accounting)
	1,097,169

	4.2.
	Expenses recognized in accounting as expenses for future period (licenses, software etc.)
	(2,696)

	4.3.
	Other taxable temporary differences
	115,890

	
	Total (line 2 total + line 3 total - line 4 total)
	942,166

	
	TAX RETURN DATA 
	

	5.
	Total profit (loss) according to line 050 of Sheet 02 of the Tax Return for the current tax period 
	4,594,917

	5.1.
	Current profit tax according to form 2 ( line 143)
	1,102,780

	6.
	Total assess additional profit according to line 050 of Sheet 02 of the Tax declaration of the past tax periods
	17,433

	6.1.
	Assess additional profit tax of the past tax periods according to form 2 (line 15090)
	4,184


The amount of written-off deferred tax assets is RUB 24,390,000, including:

· RUB 6,274,000 – from liquidation of PPE;

· RUB 4,741,000 – from writing-off loss in the course of reorganisation;

· RUB 13,375,000 – from writing-off of the unexpended reserve for payment of annual fee at the end of 2007.

The amount of written-off deferred tax liability is RUB 1,203,000, including: 
· RUB 590,000 – from liquidation of PPE; 
· RUB 613,000 – from writing-off or sale of special clothing.

4.16.  Earnings per share 
Basic earnings per share represent the part of the accounting year profit that may be divided among shareholders – holders of ordinary shares. It is calculated as ratio of basic earnings for the accounting period to weighted average number of ordinary shares outstanding during the accounting period. The basic earnings are equal to net profit of the accounting year (report line 190 of the Profit and Loss Statement). 
	Description
	2008 

	Basic earnings for the accounting year, RUB
	2,164,904,208

	Weighted average number of ordinary shares outstanding during the accounting year, thousands of shares.
	42,217,941,468

	Basic earnings per share, RUB
	0.0513

	Diluted earnings per share, RUB
	0.0513


4.17.  The Company restructuring

On December 27, 2006, at the Meeting of Electric Power Industry Restructuring Interagency Committee chaired by V. B. Khristenko, the Minister of Industry and Energy of the Russian Federation, new structure of interregional distribution grid companies organised as single operating companies (Minutes No. 9 dd. December 27, 2006) was approved. Previously RGC (Distribution Grid Company) membership and configuration had been agreed on between the main minority shareholders of IDGC.

New IDGC structure increasing the number of IDGC from 4 to 11 was approved by the Board of Directors of RAO UES of Russia in 2007 (Minutes No. 250 dd. April 27, 2007).

The number of IDGCs was increased to 11 by both creating (establishing) new IDGCs and renaming already existing ones.

New IDGC structure was formed basing on the principles of territorial contingence and comparability of balance-sheet assets value of RGCs affiliated to IDGCs.

The Board of Directors of RAO UES of Russia also identified RGCs affiliated to IDGC and resolved to form IDGC as operating companies by merging RGCs affiliated thereto.

If any or some RGCs affiliated to IDGC do not adopt resolution on restructuring through being merged by IDGC to which structure they belong, IDGC adopts resolution on increasing the authorised capital through issuing additional shares by private subscription in favour of RAO UES of Russia being paid by the shares of RGC to which structure they belong (which General Meetings did not adopt the restructuring resolution) and IDGC is formed as a holding (operating holding) company.

Thus, for this moment as a result of the above-mentioned resolutions the following RGCs are merged by IDGC of Centre, JSC:

Belgorodenergo, JSC
Bryanskenergo, JSC

Voronezhenergo, JSC

Kostromaenergo, JSC

Kurskenergo, JSC

Lipetskenergo, JSC

Oryolenergo, JSC

Tambovenergo, JSC

Smolenskenergo, JSC

Tverenergo, JSC

Yarenergo, JSC
To form the target structure of IDGC of Centre within the newly approved structure the Chairman of the Government signed Instruction No. 1857-r stating that IDGC may be formed on the basis of the RGC shares held by RAO UES of Russia in new IDGC structure (by RGC being merged by IDGC or by paying for the additional shares of IDGC with the shares of RGC if the restructuring resolution is not adopted by the managing bodies of RGC) on December 19, 2007.

At the Extraordinary General Meeting of Shareholders of the Company which functions were performed by RAO UES of Russia held on December 25, 2007 (Minutes No. 1795pr/3 dd. December 25, 2007) the Resolution on restructuring IDGC of Centre by merging Belgorodenergo, JSC, Bryanskenergo, JSC, Voronezhenergo, JSC, Kostromaenergo, JSC, Kurskenergo, JSC, Lipetskenergo, JSC, Oryolenergo, JSC, Tambovenergo, JSC, Smolenskenergo, JSC, Tverenergo, JSC Yarenergo, JSC and approving Merger Agreement for Belgorodenergo, JSC, Bryanskenergo, JSC, Voronezhenergo, JSC, Kostromaenergo, JSC, Kurskenergo, JSC, Lipetskenergo, JSC, Oryolenergo, JSC, Tambovenergo, JSC, Smolenskenergo, JSC, Tverenergo, JSC Yarenergo, JSC.

At the same meeting the Merger Agreement, limit of the Company authorised shares (including amendments to the Articles of Association made as a result of increasing the number of the authorised shares) were approved and the resolution on increasing the authorised capital of IDGC of Centre by issuing additional shares through the merged companies’ shares conversion into these additional shares.

Winding up of Belgorodenergo, JSC, Bryanskenergo, JSC, Voronezhenergo, JSC, Kostromaenergo, JSC, Kurskenergo, JSC, Lipetskenergo, JSC, Oryolenergo, JSC, Tambovenergo, JSC, Smolenskenergo, JSC, Tverenergo, JSC Yarenergo, JSC being merged by IDGC of Centre was entered in the Uniform State Registrar of Juridical Persons on March 31, 2009.

As of March 31, 2008 registered authorised capital of IDGC of Centre was RUB 10,000,000 (Ten million).

In accordance with Merger Agreement No. w/o No. dd. December 03, 2007 and resolution of the founders on the merged companies’ shares conversion into the assignee’s shares in the accounting statements of the authorised capital was established.

Following registration of the reports on additional issues results (April 29, 2008) and the corresponding amendments to the Articles of Association of IDGC of Centre (May 13, 2008) the registered authorised capital was RUB 4,221,794,146.8.

In accordance with Order No. 44n dd. May 20, 2003 on “Approval of Reporting Practical Polices while Restructuring” Clause 25, Subclause 5 “Equity and Reserves” of the assignee’s balance sheet as of the date of winding-up of the last merged company being entered into the Registrar is divided into the authorised and incremental capital in accordance with the excess of the assignee’s net assets cost over the authorised capital while the shares conversion.

In accordance with Order No. 85 dd. March 31, 2008 for IDGC of Centre the merged companies are vested with property, rights and obligations under updated lists of property, rights and obligations as of March 30, 2008 being an Annex to the Property Vesting Certificates.

Updated lists of property, rights and obligations are made on the basis of inventory reports on property, rights and obligations of the restructured companies performed under the law of the Russian Federation and other regulatory legal acts proving validity thereof.

The property (PPE) cost is shown in the Certificate for property being vested under depreciated cost, valuation of the property, rights and obligations of the restructured companies is shown in the amount according to which assets and liabilities were shown in the accounting records of the restructured companies.

On day preceding the date of winding-up being entered into the Registrar (March 30, 2008) the final accounting statement within the forms of annual accounting statements was made.

The table below summarises the final accounting statements of the restructured companies as of the date of restructuring:

	The data is given as of the date of restructuring
	IDGC of Centre
(Merger)
	Merged Companies

	Intangible assets

PPE
Construction in progress

Long-term investments Deferred Tax Assets
	74,875
	51,990

40,477,312

2,724,141

394,937

180,239

	Section I Total
	74,875
	43,828,619

	Merchandise inventory
VAT

Long-term Accounts Receivable

Current Accounts Receivable

Short-term investments

Cash

Section II Total 
	0
	1,940,831

45,643

21,903

5,230,605

46,163

3,356

7,288,501

	Balance
	74,875
	51,117,120

	Authorised capital

Incremental capital

Surplus reserve

Retained profit (uncovered loss)

Retained profit of previous years
	10,000
497 
500
63,878
	11,271,038
23,477,393

375,183

213,058

2,080,184

	Section III Total
	74,875
	37,416,856

	Loans

Deferred Tax Liabilities

Other Long-Term Liabilities
	
	5,525,389

1,358,528

6,366

	Section IV Total
	
	6,890,283

	Loans

Accounts Payable 
Debt to members/founders

Future income
	
	1,936,475

4,749,695

74,757

49,054

	Section V Total
	
	6,809,981

	Balance
	74,875
	51,117,120


The final accounting statement was made in accordance with Accounting Regulation “Organisation Accounting Statements” of RAS 4/99 approved by Order No. 43n of the Ministry of Finance of the Russian Federation dd. July 6, 1999 and Order No. 67n of the Ministry of Finance of the Russian Federation dd. July 22, 2003 “On Accounting Statements Forms of Organisation” within the forms of annual accounting statements previously approved by the companies within the period from the beginning of the accounting year to March 30, 2008.

The assignee’s (IDGC of Centre, JSC) accounting statements as of the date of winding-up being entered into the Registrar is based on line-by-line consolidation of the indices of the final accounting statements of the restructured companies except for the indices of the mutual settlements and the indices of Section III “Equity and Reserves”. Incremental capital raised as a result of the restructuring is mostly formed basing on the difference between the net assets of the merged companies and the Assignee’s authorised capital. The amount of the incremental capital is shown in the Statement of Changes in Equity.

4.18.  Related Parties

Subsidiaries:

	Company
	Scope of Business
	Share in the Authorised Capital %

	Energetik Sanatorium-Preventorium, JSC
	Sanatorium and resort treatment
	100

	Bogatyr, JSC
	Agriculture
	100

	Strukovo, JSC
	Agriculture
	100


Full list of the related parties and the relationships with them are given in Appendix 3.

The Company does not perform any operations and has no balance after settlements with the main managers and their close relatives except for the remuneration paid to them as salary, premiums and other payments given in the table below.

Payments to main managing personnel

	Categories of main managing personnel and payment types
	Total

	I. Labour compensation
	175,940

	II. Taxes and other obligatory payments to budgetary and non-budgetary funds charged for labour compensation
	7,274

	III. Annual paid leave
	9,399

	IV. Payments for treatment, health care services, recreation, public utilities, gym, etc., payments made to the main managing personnel.
	374

	V. Other current payments and remuneration (financial assistance, emoluments, etc.)
	12,768

	VI. Payments to the private pension fund
	1,674

	VII. Dividends
	0

	Total
	207,429


Other related party transactions

The most important related party transactions are shown in the table below:

	No.
	Contractor
	Transaction
	Amount, RUB, thousand

	1
	2
	3
	4

	1
	FGC UES, JSC until Jul. 1, 2008
	Electric power transmission and electric power losses compensation
	841,527

	2
	
	Purchase of goods and services
	103,116

	
	TOTAL
	
	944,643


Up to reorganization date the major activity of IDGC of Centre, JSC was provision of services for exercising of functions of the sole executive body of Belgorodenergo, JSC, Bryanskenergo, JSC, Voronezhenergo, JSC, Kostromaenergo, JSC, Kurskenergo, JSC, Lipetskenergo, JSC, Oryolenergo, JSC, Tambovenergo, JSC, Smolenskenergo, JSC, Tverenergo, JSC and Yarenergo, JSC. The services fee was determined in accordance with the Compensation calculation procedure of the management company approved by the Management Board of RAO UES of Russia and amounted to RUB 185,897,000.

4.19. Contingent liabilities 
The most important litigations as of Jan. 01, 2009 in which IDGC of Centre JSC is involved as claimant or defendant.

	Summary of the contested right or obligation
	Amount of claim, RUB, thousand
	Proceeding stages
	Possibility of positive outcome for claimant (high, medium, low)

	Claimant
	Defendant
	Subject
	
	
	

	BSC, OJSC
	IDGC of Centre, JSC, Belgorodenergo
	Recovery of losses in the grids
	195,303
	Dec., 2008 - claim filed
	53-56%

	
	
	
	
	Mar. 10, 2009 - court hearing appointed
	

	Energomash, LLC
	IDGC of Centre, JSC
	Recovery of unjust enrichment
	40,029
	A82-13391/2007-7, claim was entertained; 
Nov. 30, 2007. By judgment dd. Nov. 25, 2008 and Decree of the Court of Appeal dd. Feb. 03, 2009 the claim was dismissed

Jan. 22, 2009 - IDGC of Centre, JSC is excluded from claimants 
	Under 50%

	IDGC of Centre, JSC
	Tver Enegrosbyt Company, JSC
	Recovery of debt for electric power transmission services and % under article 395 of the Civil Code of the Russian Federation
	1,399,554
	Sept. 29, 2008
	Above 50%

	
	
	
	
	Court hearing appointed for Jan. 30, 2009 was adjourned for Apr. 03, 2009
	

	IDGC of Centre, JSC
	Transneftservis S, LLC
	Claim on recovery of unjust enrichment
	349,595
	Claim brought in 2007, by judgment dd. Jan. 23, 2009 the claims were dismissed, appeal petition is being prepared 
	Above 50%

	IDGC of Centre, JSC
	Inspectorate of the Federal Tax Service of Russia for Industrial district of Smolensk
	Cancellation of resolution of Inspectorate of the Federal Tax Service dd. Jun. 30, 2008 No. 96/DPS
	142,514
	A claim was filed on Jul. 21, 2008
	Above 50%

	
	
	
	
	The claims were satisfied on Feb. 04, 2009
	

	IDGC of Centre, JSC
	Inspectorate of the Federal Tax Service of Russia for Industrial district of Smolensk
	Cancellation of Inspectorate of the Federal Tax Service dd. Jun. 30, 2008 No. 96/DPS
	63,589
	A claim was filed on Jul. 21, 2008
	Above 50%

	
	
	
	
	The claims were satisfied on Jan. 29, 2009
	


4.20.  Guarantees

In 2008 IDGC of Centre, JSC issued financial guarantees for credits and loans of RUB 3,457 mln.
	
	Amount under the agreement, RUB, thousand

	Gazenergoprombank, CJSC; Branch
	91

	Sberbank, Belgorod Branch No. 8592
	767

	Alfa-Bank, OJSC, Voronezh branch
	69

	TransCreditBank, OJSC
	450

	Joint Stock Commercial Bank Rosbank, OJSC
	1,661

	Department of fiscal policy and finance for Belgorod region
	419


4.21.  Post-balance-sheet events

Due to reduction of profit tax rate from Jan. 01, 2009 from 24% to 20%, pursuant to changes entered into the Tax Code of the Russian Federation by Federal Law dd. Nov. 26, 2008 No. 224-FZ, deferred tax assets and deferred tax liabilities are subject to recount with charging of the difference arisen from recount to the account 84 "Undistributed profit (Uncovered loss)". Corrected data on deferred tax assets and deferred tax liabilities will be set forth in the opening accounting as of Jan. 01, 2009 in form No. 1 "Balance sheet" in the column "Opening balance".

Opening balance amount change as of Jan. 01, 2009 is connected with profit tax rate change from 24% to 20%.

4.22. Dividends

The Amount of annual dividend per share will be approved in 2009 by the General meeting of the Company shareholders according to the results of work for 2008. The planned date of the Annual general meeting of shareholders is Jun. 11, 2009.

	Director General
	<signature>
	Ye.F.Makarov

	Chief Accountant
	<signature>
	S.Yu.Puzenko

	Hand writing: 26.03.2009
	Round seal: Russian Federation Moscow Open Joint Stock Company Interregional Distribution Grid Company of Centre IDGC of Centre, JSC
	


