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Dear Shareholders and Investors,

The year of 2010 was an important period in implementing the strategic outlooks of IDGC of Centre that are aimed at
increasing efficiency and promoting investments. The completed switching of all units to the long-term tariff regulation
using the RAB-based approach is considered to have been the critical event of the previous year, 10 a large extent
determining the Company’s prospects up to 2015.

The long-term tariff regulation, along with the approved investment programs, provides a powerful impetus for the
Company’s development and improvement, as well as providing for lower equipment wear levels, a higher level of
reliability, and the higher quality of electric power transmission. This system ensures a proper return on capital and
provides for the higher operating efficiency of the Company. Global experience testifies to the potential of the long-term
tariff regulation model. The planned and stable development of IDGC of Centre is very important as well for the social and
economic development of those regions in which the Company operates.

The Company's operating results in 2010 have been characterized by higher critical performance levels, thus ensuring
further stable development of IDGC of Centre.

Within the period under review, the Company faced the consequences of abnormal climatic events such as “the frozen
rain” or heavy snowfalls in the Tver, Smolensk and Yaroslavl regions. The Company managed to both organize the work of
emergency response and Emergency repair teams (crews) within those areas of responsibility in an expeditious manner,
and to render proactive assistance to the worst-hit area, the Moscow Region.

| thank all of the employees of IDGC of Centre for their efficient and professional work in 2010. The results of the period
under review are those of a close-knit team of Company experts who are ready to meet any complex challenge in the
future.

The top-priority activities for the Company in 2011 will include the maintenance of the high reliability of its grid facilities,
a further upgrading of its power grid network (in particular, by implementing innovative projects), the consolidating of its
grid facilities, and increasing the investment attractiveness of the Company, as well as achieving a higher level for the
Company's economic operating efficiency.

Chairman of the Board of Directors
N.N. Shvets

ADDRESS OF THE CHAIRMAN OF THE BOARD OF DIRECTORS TO SHAREHOLDERS AND INVESTORS
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Dear Shareholders and Investors,

IDGC of Centre operates in 11 regions of the Central Federal District of the Russian Federation, managing the distribution
power grid network in an effective way. IDGC Holding JSC is the principal shareholder of the Company and the largest
infrastructure enterprise in Russia. Its strategic goal consists of establishing an innovative and efficient distribution power
grid network in Russia that serves the needs of the economy and the country’s social development.

The previous year was very significant for the Company in terms of its switch to a new RAB-based tariff regulation system,
thus allowing the Company to meet the challenges related to grid facility upgrades more efficiently, as well as to increase
new grid construction productivity, resulting in a higher level of reliability and energy efficiency for the power grid network
operated by IDGC of Centre. The original three units of the Company switched to the RAB-based system in 2009. In
2010, four more units shifted to a new tariff regulation system. From 1 January 2011, the final four units, as well as
Yargorelectroset JSC, a wholly owned subsidiary of the Company, had switched to the RAB-based system, thus allowing
IDGC of Centre to become the first distribution power grid network company employing in its entirety the RAB-based tariff
regulation system.

The Company’s management places a high degree of emphasis upon the innovative component of its development.
In 2010, the Smart City Program was implemented and lbbecame one such innovation. Belgorodenergo, a unit of IDGC
of Centre, was used as the pilot site for the project's implementation. The foregoing program makes it possible for the
Company to build a power network infrastructure for a city based entirely upon innovative technologies, thus providing for
the efficient employment of power supplies, minimizing the environmental impact, and higher power savings, quality and
reliability, as well as lowering electric losses at a technologically proven level.

Consolidation of the power grid facilities in the regions in which the Company operates is another of the Company’s
strategic trends. In particular, a large deal in the distribution power grid industry was negotiated in 2010, providing for
the acquisition of a 100% interest in Yargorelectroset JSC. This allowed the Company to increase its market share in the
Yaroslavl Region by up to 90%. The consolidation of grid facilities also makes it possible to reduce tariffs for end users, as
well as increase the reliability and energy efficiency of such grid facilities. In 2010, the Company developed and approved
a long-term target program for the consolidation of grid facilities in 2011-2015, providing for the handling of work for
more than 5,000 owners. According to an assessment carried out by the Company’s management, the share of IDGC of
Centre in the technological connection market will be increased from 85% to 88%.

ADDRESS OF THE GENERAL DIRECTOR TO SHAREHOLDERS AND INVESTORS
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It should also be noted that the Company’'s management has pricritized its proper strategic trends, thus providing for
high performance within the period under review. All critical financial and operating results of the Company improved in
2010. The Company’s earnings totaled RUR 60.4 bin in 2010, thus providing an increase of 23% when compared with
the previous review period. The EBITDA cash flow was equal to RUR 10.96 bin (an increase of 43%), the Company’s net
profit totaled RUR 4.7 bin (an increase of 256%), and its ROE was equal to 11.12% (an increase of 7.98%). Furthermore,
production supply increased to 56 bin KWh, thus exceeding the similar indicator in 2009 by 5.5%.

IDGC of Centre’s investment program for 2010 provided for capital deployment at a level of RUR 11.82 bIn. Practically
speaking, RUR 12.23 bin or 103% of planned investments have been deployed.

In 2010, the Company’s quality management system was certified to be in compliance with ISO 9001:2008, and received
a dedicated prize from the British Standards Institution (BSI). The quality management system has been successfully
introduced and certified within the entire operational system of IDGC of Centre. BSI experts auditing the Company’s units
noted the high level of the business process management system that complies with applicable international standards.

Provisions made on an ongoing basis within the period under review and aimed at increasing investment attractiveness
provided additional results. The increased efficiency of corporate management in the review period made it possible to
demonstrate the high rating of corporate management (Level 7. Advanced Corporate Management) assigned to it by
RID-Expert RA. In January 2011, the rating was increased to Level 7+, which is the highest rating among all IDGC Holding
JSC operating companies. According to a poll held in 2010 involving the analysts of investment banks and companies,
the IDGC of Centre Shareholder and Investor Support Team was declared by IDGC Holding JSC to be the best unit in
the distribution power grid industry. Furthermore, during the review period Standard&Poor’s international rating agency
reconfirmed the BB-/B/ruAA- (“Stable”) credit rating assigned to IDGC of Centre.

Active efforts applied to ensure a higher liquidity for the Company’s securities is another significant component contributing
to the increased investment attractiveness of the Company. The PAC at the MICEX stock exchange decreased from
0.63% 10 0.3% in December 2010. In the third quarter of 2010, the Company’s shares were considered when calculating
the RTSeu index. The Company’s capitalization within the period under review increased by 64%.

ADDRESS OF THE GENERAL DIRECTOR TO SHAREHOLDERS AND INVESTORS



The Company seeks to improve its operating efficiency, as well as the reliability of its network, by switching to a RAB-
based long-term tariff regulation system, further consolidating the grid facilities in the regions in which it operates, and
reducing losses and improving reliability (in particular, by introducing state-of-the-art technologies and implementing
innovative programs). In the mid-term, the Company intends to increase its share in the market of auxiliary power grid
services and introduce a management motivation system. The Company will continue to adhere to the high standards of
corporate governance to which it is subject, provide higher levels of business transparency and liquidity for its securities,
and cooperate efficiently with its investors and shareholders.

IDGC of Centre General Director
D.O. Gudzhoyan

ADDRESS OF THE GENERAL DIRECTOR TO SHAREHOLDERS AND INVESTORS
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1. Key indicators

Financial Performance

2008 2009 2010 2010/2009, %
Revenue, RUR bin Russian Accounting 43,6 49,1 60,4 23,1
Standards (RAS)
IFRS 43,7 49,3 60,6 23
EBITDA, RUR bin RAS 6,76 7,64 10,96 43
IFRS 8,82 8,61 12,41 44
Net profit, RUR bin RAS 0,9 1,3 4,7 255,8
IFRS 2,8 2,1 5,1 142
Net assets, RUR bin RAS 39,7 41,3 46,0 11,4
IFRS 26,09 28,55 33,65 17,9
ROE, % RAS 5,64 3,14 11,12 7,98 pp
IFRS 10,68 7,38 15,16 7,78 pp
Net profit margin, % RAS 2,00 2,71 7,80 5,09 pp
IFRS 6,37 4,27 8,42 4,15 pp
EBITDA margin, % RAS 15,52 15,58 18,15 2,57 pp
IFRS 20,18 17,45 20,48 3,03 pp
Performance Indicators
2008 2009 2010 2010/2009, %
Useful power supply, bin kWh* 56,6 53,1 56,0 5,46
Electric power losses, % 9,40 10,11 10,01 -0,1 pp
Length of lines, km (OTL line 0.4 — 110 kV) 362 329,2 363 654,6 365 045,9 0,4
Capacity of substations, MVA
35-110 kV 30592,7 31013,4 31 403,9 1,3
6-35/0,4 kV 14 460,1 14 863,7 15191,8 2,2
* IDGC of Centre lines
Supporting Information
2008 2009 2010 2010/2009, %
Capitalisation (as of December 31), RUR bin 16,13 34,11 55,98 64
Number of shareholders (as of December 31) 17 494 17170 17 867 4.1
Staff (personnel number) (as of December 31) 23 860 28 331 30 906 9,1

KEY INDICATORS 13
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Kursk, the Battle of Kursk Memorial, Triumphal Arch



2. Business summary

Background

17.12.2004

27.04.2007

31.03.2008

21.05.2008

01.07.2008

25.10.2008

01.01.2009

09.04.2009

10.09.2009

16.11.2009

2009

IDGC of Centre was registered as a special-purpose company for the interregional integration of
distribution grid facilities.

The configuration of the Company was finally approved. The Company includes 11 regional grid
companies in Central Russia: Belgorodenergo, Bryanskenergo, Voronezhenergo, Kostromaenergo,
Kurskenergo, Lipetskenergo, Orelenergo, Smolenskenergo, Tambovenergo, Tverenergo and Yarenergo

(decision of the Board of Directors of RAO UES of Russia, Minutes No.250 of April 27, 2007).

Accession of RGCs to IDGC of Centre (pursuant to the resolutions of the General Meetings of the
Shareholders of IDGC of Centre and 11 GHCs).

Shares of IDGC of Centre were admitted for exchange on the MICEX (MRKC) and the RTS (MRKC;
MRKCG).

IDGC Holding JSC became the majority shareholder of the Company, holding 50.23% of the
authorized capital. Closure of RAO UES of Russia.

Shares of IDGC of Centre were included in the calculation base of the MICEX PWR index.

Three pilot units of IDGC of Centre (Tverenergo, Lipetskenergo and Belgorodenergo) switched to a
new method of tariff regulation system.

Shares of IDGC of Centre were included in the “B” quotation list of the MICEX.

The 110/10 kV Mayskaya Substation (Belgorodenergo), with a capacity of 80 MVA, was put into
operation.

IDGC of Centre was assigned a BB-/B/ruAA- credit rating (“Stable”) by S&P, thus testifying to the
Company’s capability and readiness in the performance of its financial obligations.

The Smart City innovative energy-saving project was launched in Belgorodenergo.

BUSINESS SUMMARY
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Present

The Company conducts

business in 11 regions of
the Central Federal District SlSlEnE e g
of the Russian Federation.

The headquarter is located Bryanskenergo

in Moscow. The core business

of IDGC of Centre comprises

electric power distribution Kurskenergo
services and the technological LipStskenergo
connection of new customers
to the grids.

Tverenergo

Yarenergo
Kostromaenergo

IDGC of Centre

Orelenergo

Belgorodenergo Tambovenergo

\oronezhenergo

IDGC of Centre functions as a monopoly in the regions where it operates, controlling, in monetary terms, 83.6% of the
electric power transmission and approximately 88% of the technological connection market. State regulation of electric
power transmission and technological connection tariffs is being undertaken. In 2010, the key financial performance
indicators of the Company increased significantly. The Company’s revenue amounted to RUR 60.4 bin. When compared
with the previous year, revenue increased by 23.1%. Cash flow (EBITDA) amounted to RUR 10.96 bin (a 43% increase).
The net profit for the reporting year amounted to RUR 4.7 bin (a 255.8% increase).

The net asset value as of the end of the year amounted to RUR 46 bin. In these terms, in the two regions transferred to
RAB on November 1, 2010 (Bryanskenergo and Orelenergo), the value of the initially invested capital according to the
RAB method amounted to RUR 12.4 bin, and in the four units transferred to RAB on 1 January 2011 (Kostromaenergo,
Tambovenergo, Voronezhenergo and Smolenskenergo), the figures amounted to RUR 39.5 bIn. Furthermore,
Yargorelectroset JSC, a wholly owned subsidiary of the Company, was switched to a RAB-based tariff regulation system.
The value of the initially invested capital of the subsidiary is equal to RUR 2.2 bin.

The main electric power distribution assets consist of transmission lines with an overall length of more than 365K km, and
transformer substations with an overall installed capacity of more than 46 GW.

BUSINESS SUMMARY
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The investment program for the year 2010 amounted to RUR 12.2 bin. Accordingly, new construction was financed in the
amount of RUR 6.14 bin, and technical re-equipment and reconstruction in the amount of RUR 6.36 bin (VAT included).
During the reporting year, a total of 4,155 km of power transmission lines and 1,050 MVA of transformer capacity was

introduced.

In 2010, one of the largest deals in the history of modern Russian power grid facilities was negotiated. This deal provided
for the acquisition of a 100% share in the Yaroslavskaya Gorodskaya Electroset Open Joint-Stock Company. The price of
the transaction amounted to RUR 1.1 bin.

As of the end of 2010, the Company’s staff (personnel number) was equal to 30,906 people.

As of the end of 2010, the Company’s shares were included in the MICEX B quotation list and used when calculating
the RTS-2 and the RTSeu indices, as well as being included in the MICEX PWR power index and the MICEX SC index.
Capitalization increased by 64% for the year.

BUSINESS SUMMARY
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Evgeny Avgeev, electrician of Kashira District Operational Service of Voronezhenergo, with a commendation from the governor of Voronezh region for the individual contribution
to the modernization of the Tsentralnaya substation




Future

The Company envisages higher levels of operating efficiency and transparency for its financial
and operating activities, as well as superior reliability for the Company’s power grid facilities as
aresult of its transfer to a long-term, RAB-based tariff regulation system that is currently being
extensively employed by most industrialised countries. The Company completely switched
to an advanced RAB-based tariff regulation system by 1 January 2011. All 11 units of the
Company, as well as Yargorelectroset JSC, a wholly owned subsidiary of the Company, now
use the new RAB-based system.

The purpose behind the takeover of grid facilities is to increase their value through more efficient management, and to
enhance the quality of services, which will add more value to the entire Company, as well as to decrease the rise in tariffs
for end users. Beginning in 2011, projects providing for the consolidation of power grid facilities in the Orel, Voronezh
and Tver regions are intended to be implemented. The Company also seeks to increase its share in the market of
supplementary power grids and other services, thus implementing its strategy aimed at integrating the power grid facilities
in the regions in which it operates.

Through the introduction of innovative technologies and programs, the Company strives to decrease losses related to
power transmission, make efficient use of power supplies, provide better controllability over power-distribution networks,

and minimize environmental stresses.

The Company intends to continue adhering to high standards of corporate governance, enhancing information transparency
and Company’s shares liquidity, and extensively cooperating with its investors and shareholders.

For more details on the strategic directions of the Company, please see Part 4 hereof (Company Strategy).

BUSINESS SUMMARY
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Valuiki operating and technical group of Grid Control Centre of Belgorodenergo, branch of IDGC of Center, JSC




Belgorod, the Church of Gabriel the Archangel on the territory of Belgorod State University




3. Information for shareholders
and investors

Milestones for the Year 2010

1 January

28 January

16 April

29 April

7 May

14 May

21 May

21 May

10 June

Two more units of the Company switched to a RAB-based tariff regulation system (Kurskenergo
and Yarenergo).

IDGC of Centre was declared to be a preferred bidder within a tender issued by the Srednerussky
Bank of Sberbank of Russia, covering all major deals and partner programs of 2009 (Most
Considerable Development Loan category).

IDGC of Centre obtained loans amounting to RUR 5.8 bin provided by Alfa-Bank OJSC and
Rosbank OJSC JSCB.

IDGC of Centre obtained a certificate issued by the Committee for Awarding Prizes for Quality
Assurance under the Government of the Russian Federation for prominent results in quality
practices in 2009.

Phase I of the 110/6 kV Sovetskaya Substation is Completed in Bryansk, investments amounting
to RUR 257 min. The overall transformer capacity now totals 81 MVA. Upon completion of Phase
Il of the substation’s retrofitting in 2011, it will be equal to 105 MVA.

An additional Customer Support Center was opened in Konakovo (Tver Region).

IDGC of Centre: Two Years at the Stock Exchange conference was held in Swisshotel Krasnye
Kholmy. The top managers of IDGC of Centre presented the distribution power grid company’s
business for 2009 and its strategic projects, as well as answered questions from investors and
analysts,

IDGC of Centre published its IFRS financial statements for 2009.

An advanced Krapivinskaya 110 kV substation was put into operation in the Belgorod Region. The

project was implemented as part of the RAB-based tariff regulation system. Overall investments
totaled more than RUR 200 min.

INFORMATION FOR SHAREHOLDERS AND INVESTORS
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10 June

15 June

15 June

22 June

24 June

1 July

12 July

26 July

A task meeting involving the Company’s General Director and Evgeny Savchenko, the governor
of the Belgorod Region, was held, resulting in the execution of a list of joint initiatives/programs
related to the further implementation of Belgorod as a Smart City innovative project in 2010.

Another advanced Kotoros| substation was put into operation by IDGC of Centre in Yaroslavl,
thus ensuring a reliable power supply for large objects constructed for the 1000th anniversary of
the city. Overall investments by IDGC of Centre totaled about RUR 280 min.

The shares of IDGC of Centre were included in the RTS-2 calculation basis.

The Annual General Meeting of the Shareholders of IDGC of Centre was held. The Company’s
shareholders approved the annual account and financial statements, including the profit and loss
statement, as well as the distribution of profits for 2009. New members of the Board of Directors
and Audit Committee were elected, as well as the Company’s Auditor. The shareholders resolved
to approve the Company’s revised Articles of Association.

Top managers of IDGC of Centre presented the Company’s innovative projects related to the
implementation of the “Smart Cities Mean Smart Power Grids” program at the First Adam Smith
International Forum (Energy Efficiency in Russia), organized under the official auspices of the
Russian Power Agency Federal State Institution of Minenergo of Russia.

Standard&Poor’s assigned the BB-/B/ruAA- credit rating to IDGC of Centre (‘Stable”), thus
testifying to the Company’s ability and promptitude in relation to the performance its financial
obligations.

IDGC of Centre proved the high quality of its corporate governance by receiving a rating of “7”
under “Developed Practice of Corporate Governance”, according to the results of an estimation
made by RID and Expert RA.

The Company’s management participated in a Goldman Sachs conference involving companies
of the power industry. More than 50 representatives of investment funds and banks attended the
conference.

INFORMATION FOR SHAREHOLDERS AND INVESTORS



2 August

1 September

15 September

15 September

1 October

11 October

12 October

13 October

22 October

The Company’s management participated in a conference organized by Alfa-Bank. More than 20
representatives of investment banks and management companies attended the meeting.

The British Standards Institute (BSI) acknowledged the efficiency of the Company’'s Quality
Management System. The Company obtained a certificate of conformity with the ISO 9001:2008
international standard for the current quality management system, as well as a dedicated prize
from the BSI.

IDGC of Centre acquired a 51% share in the Yaroslavskaya Gorodskaya Electroset Open Joint-
Stock Company (Yargorelectroset JSC) previously publicly owned by Yaroslavl,

The shares of IDGC of Centre were included in the RTSeu calculation basis.

The 110 KV Zapadnaya substation retrofitting was completed in Orel. The capacity of the
substation was increased by more than twofold (from 50 to 126 MVA). Overall investments in this
strategic site of the regional centre totaled RUR 442 min.

The Company’s management held a number of one-on-one mesetings with representatives of
both Russian and foreign investment funds and analysts of investment banks at the VTB annual
investment forum, “Russia Calling’.

IDGC of Centre was included in a rating involving the largest companies in terms of their
market value. The Company improved its Capitalisation 200 rating with Expert Magazine. As
of 1 September 2010, the Company placed 58th, with capitalisation equal to RUR 47.8 bIn
(compared to 63rd in 2009).

The Auction Committee of the Company of Russia declared Sberbank to be the winner in an
auction for providing lending resources to power grid facilities. The loan totaled RUR 3.1 bin and

is to be used for investment financing.

The National Rating Agency acknowledged the A+ individual rating of the Company (with a high
reliability rating of Level 1).

INFORMATION FOR SHAREHOLDERS AND INVESTORS
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26 October

26 October

28 October

10 November

11 November

24 November

30 November

29 November

30 November

IDGC of Centre participated in the first intemational trade show, “Information Technologies in the
Power Industry 2010,

The Federal Tariffs Service approved the proposals by the Committee for the State Regulation
of Tariffs for the Bryansk Region and the Tariffs Department for the Orel Region, providing for the
switching of Bryanskenergo and Orelenergo, the Company's units, to a tariff regulation system
applicable to RAB-based power supply services, starting 1 November 2010.

The Federal Tariffs Service approved proposals by the executive authorities of the constituent
entities of the Russian Federation related to the state regulation of tariffs and the use of a RAB-
based approach starting 1 January 2011 by the Company's units operating in the Voronezh,
Kostroma, Smolensk, and Tambov regions.

IDGC of Centre obtained a certificate of operational readiness for the autumn and winter of 2010-
2011.

Stock market analysts and investors acknowledged within an enquiry that the Company’s
Shareholder and Investor Service showed the best results in 2010.

The Company participated in the “Smart Metering Russia 2010” conference.

IDGC of Centre, upon the delegation of IDGC Holding JSC, participated in the “Power Grids of
Russia 2010” exhibition.

IDGC of Centre participated in the “Goldman Sachs Emerging Markets 1x1 Symposium” annual
conference in London.

Representatives of the US Department of Energy visited the premises of IDGC of Centre. The
primary goal consisted of discussing the Smart Grid technology adoption, thus providing solutions
to a great number of issues that power companies have to face, as well as visiting Belgorod, the
first Smart City in Russia.

INFORMATION FOR SHAREHOLDERS AND INVESTORS



30 November

8 December

10 December

16 December

17 December

22 December

23 December

24 December

30 December

Reestr-RN LLC was elected as the Company's Registrar.

IDGC of Centre, BGTU, and SAP executed an official memorandum of cooperation.

A unique project providing for the retrofitting of the Centralnaya Substation in the historic centre
of Voronezh was finally implemented by the Company for the 90th anniversary of the program
approved by the Russian State Committee for Electrification and the 75th anniversary of the
Voronezh Power Grid.

The Company finally negotiated a deal providing for the acquisition of a 100% share in
Yargorelectroset JSC.

The Company’'s Board of Directors elected Dmitry Gudzhoyan, who previously acted as the
Company’s Deputy Director for Corporate Governance, to the office of the Company’s General
Director by a majority vote, effective from 18 December 2010.

Fiftieth anniversary of the Tambov Power Grid.

The Company obtained a loan amounting to RUR 3 bin extended by Sberbank of Russia for a
term of 15 years.

The National Rating Agency increased the Company’s credit rating to AA- (very strong capacity
to meet financial commitments; Level 3).

The Federal Tariffs Service of Russia approved the proposals by the Department for Fuel, Power

and Tariff Regulation for the Yaroslavl Region providing for the transfer of Yargorelectroset JSC to
a RAB-based system as of 1 January 2011.

INFORMATION FOR SHAREHOLDERS AND INVESTORS
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Events Occurring After the Reporting Date

1 January

1 January

25 January

25 January

28 January

2-4 February

3 February

11 February

16 February

2 March

As of 1 January 2011, all of the Company’s units have switched to a RAB-based tariff regulation
system.

As of 1 January 2011, Orelenergo, the Company’s unit, received on lease the power grid facilities
owned by the Mstenskie Gorodskie Electricheskie Seti Municipal Unitary Enterprise for a term of 11
months.

The Consortium of the Russian Institute of Directors and Expert RA (RID Expert RA) increased the
Company’s rating to Level 7 (Developed Practice of Corporate Governance), based upon the national
rating system for corporate governance.

A Customer Support Center for the Company's Smolenskenergo unit was opened in Gagarin
(Smolensk Region).

Fiftieth anniversary of the Kostroma Power Grid.
The Company’s management had a number of one-on-one meetings with representatives of foreign
investment funds and the analysts of investment banks at “The Russia Forum 2011”, organized by

the Troika Dialog Investment Company.

The Company’s Board of Directors elected Dmitry Gudzhoyan to the office of the Company’s General
Director, effective as of 4 February 2011,

Another Customer Support Center was opened by the Company’s Tverenergo unit in Kimry (Tver
Region).

The Technical Committee of IDGC of Centre summarized the Company’s performance in 2010.
The Company and the Administration of the Orel Region entered into a Cooperation Agreement

in order to provide a reliable and high-quality power supply system within the region, as well as to
increase the security level of the energy supply by its distribution power grid facilities.

INFORMATION FOR SHAREHOLDERS AND INVESTORS



5 March

18 March

The Company and the Administration of the Tambov Region entered into an Agreement providing for
the reliable power supply and technological connections of end users to the power grids within the
region.

An online conference organized by the Company was held at the finam.ru Web portal involving
investment professionals and private investors. The Company’'s management reported on the
Company’s performance in 2010 and the results of its transfer to a RAB-based tariff regulation
system.

INFORMATION FOR SHAREHOLDERS AND INVESTORS
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Stock Market

Shares of the Company began to be traded on the stock exchanges (the MICEX and the RTS) on 21 May 2008. During
the period from 21 May 2008 to 17 August 2008, the 21st additional issue of the Company’s shares were traded. After
the merger of the additional issues with the principal issue (since 18 August 2008), a single issue of shares of IDGC of
Centre, under registration No.1-01-10214-A, has been traded in the market.
On 8 April 2009, the Company's shares were included in the MICEX B quotation list.

In 2010, the Company’s shares were also included in the RTS-2 and the

Codes of shares at exchanges: RTSeu calculation basis, and still remain in the calculation basis for the

MICEX MRKC MICEX PWR and SC indices.
RTS classic MRKC In 2010, the capitalisation of IDGC of Centre increased by 64% from
RTS exchange MRKCG RUR 34.11 bin to RUR 55.98 bin. The Company’s share price behaviour

throughout the year was characterised by hikes and smooth drops; however,
it generally exhibited an upward tendency. The minimum price per share amounted to RUR 0.729 (as of 15 January 2010),
while the maximum price amounted to RUR 1.536 (as of 8 December 2010). In 2010 as well as in 2009, the main trading
floor for the Company’s shares has been the MICEX. The turnover share on the MICEX following the results of the year for
the total tumover of the Company’s shares in the stock market (the MICEX and the RTS) amounted to 98%.

Quotations of the Company’s shares on the MICEX
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The Company'’s shares skyrocketed in March, April, October and November 2010. The principal causes were as follows:
the transfer of the Company’s units to a RAB-based tariff regulation system, high performance according to the accounts
for 2009, and successful implementation of a number of measures designed to increase the Company’s investment
attractiveness.

The results shown for 2010 testify to the higher degree of liquidity for the Company’s shares. A considerable spread
decrease has been seen throughout the reporting year (from 0.63% down to 0.3%), thus bearing evidence of the keener
interest of investors. This particular trend significantly increases the investment attractiveness of the Company’s shares

for both current and potential investors. The higher turnover of shares on all stock exchanges (from 1.9 to 3.4 bin pcs.)
also testifies to their increased liquidity.
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Turnovers and Number of Transactions with the Company’s Shares in 2010

Number Turnover
of transactions % of outstanding RURmIn  USD min
shares
MICEX 66 962 3357 470 800 7,95 3662,18
RTS classic market 58 76129 728 0,18 2,78
RTS exchange market 39 2 994 528 0,01 2,74
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In 2010, the MICEX PWR advanced by 44%, while the Grid index
advanced by 37%, although the Company’s capitalisation increased by
64%. In 2010, the Company’s shares managed to perform better than
the market. The Company's shares showed the highest divergence
from Grid Index, having an impact upon the same as of the end of
2010 in October. The Company’'s management believes that the
principal reason for this development was derived from the positive
anticipations of the market to the transfer of two units of the Company
to a RAB-based tariff regulation system as early as 2010, while the
remaining units were to be switched to such a system as of 1 January
2011, In 2010, The total cumulative shareholder return totaled 66%.
Notwithstanding the aforesaid considerable increase in capitalisation for
the past two years, the fundamental factors determining capitalisation
growth are still preserved.

" The Grid Index is calculated by the Company using a method similar to that applicable to the MICEX industry indices.
The shares of all operating IDGC units being traded on the organized market shall be included in the Grid Index calculation basis.

2 Subject to anticipated dividends
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Dividends

In 2010, the Board of Directors of IDGC of Centre approved a revised Dividend Policy
(Resolution No.18/10 of 3 September 2010) complying with the applicable law of the Russian
Federation, the Articles of Association of the Company, the Corporate Governance Code, and
other By-Laws of the Company.

The Company’s dividend policy shall be based upon the following concepts:

¢ Dividends shall be calculated based upon the Company’s profit, subject to no financial investment valuation;

e The Company shall maintain its proper financial and technical performance while implementing its investment
program, as well as support its development prospects;

e The Company’s dividend distribution and payment practices shall comply with the applicable laws of the Russian
Federation and the best standards of corporate governance;

¢ The Company shall maintain a good balance between its own and its shareholders’ interests;

e The Company shall increase its investment attractiveness and capitalisation;

e The Company shall provide transparency and perspicuity for the dividend distribution and payment mechanism;

e Ordinary dividends shall be paid only in the event that preference dividends have been distributed to the fullest
extent as provided for by the Company’s Articles of Association (if the Company is authorised to issue preference
shares).

In 2007-2009, the General Meeting of the Shareholders resolved to refrain from distributing dividends for the foregoing
reporting periods since the Company’s financial performance in 2007 was calculated as a net of the DGC performance
(accession took place in 2008), as well as due to the fact that the Company would need to implement the investment
program at a time when the procurement of loans and credits for investment financing resulted in unprofitable investing.

Pursuant to the current Dividend Policy of the Company, dividends for the financial reporting period shall be paid subject
to no significant disturbances and in compliance with the reliability index set, as well as in obligatory adherence to the
following criteria:
¢ Availability of net profit at the end of the financial period;
e Availability of net profit at the end of the financial period subject to no financial investment valuation;
e Debt to EBITDA ratio (less than three; if this criterion is not met, the loan funds are to be paid out prior to dividend
distribution).

Pursuant to the revised business plan for 2010 approved by the Board of Directors (Resolution No.21/10 of 22 November
2010), the Company shall distribute dividends subject to the criteria specified in the Company’s Dividend Policy.

INFORMATION FOR SHAREHOLDERS AND INVESTORS
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2007 2008 2009 2010 (plan)

Dividends, RUR min 0 0 0 610,932
Share of dividends in net profit 0 0 0 12,96
Dividends per share, RUR — 0 0 0,01447
Profit per share, RUR = 0,02 0,03 0,11

Share Capital

The share capital of IDGC of Centre totals RUR 4,221,794,146.8.

The total number of shares with par value: 42,217,941,468 ordinary shares with a par value of RUR 0.1 each.

Number of authorized shares: 258,532, The foregoing shares were formed as the difference between the authorized
shares (42,218,200,000) and the placed shares (42,217,941,468) in the course of the recrganization of the Company
as a result of the affiliation of regional grid companies with the Company in 2008.

Number of cross-held shares: none.

Share Capital Structure (as of 31 December 2010)

Holder type % of outstanding shares

Individuals 3.88
Legal entities 1.13
Nominal holders 94.74
Trustees 0.25
Total: 100
Residents of the Russian Federation 99.9
Non-residents of the Russian Federation 0.1
Total: 100
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Major Holders/Shareholders as of 31 December 2010

50,23% 26,78%

DEPOSITORY DEPOSITORY CLEARING

AND CORPORATE COMPANY CLOSED

TECHNOLOGIES JOINT-STOCK COMPANY
LIMITED LIABILITY

COMPANY

9,72%

CITIBANK CLOSED

JOINT-STOCK COMPANY

OTHER ’ COMMERCIAL BANK
3,42%

THE NATIONAL DEPOSITORY CENTRE

ING BANK (EURASIA) CLOSED JSC CLOSED JOINT-STOCK COMPANY

In 2010, the Annual General Meeting of the Shareholders was held. The share capital structure as of the date that the list
of persons entitled to attend the aforesaid meeting was made (12 May 2010) may be found below. As of the date that the
Register of Shareholders was closed (12 May 2010), the Company’s shareholders delivered no information regarding any
change in their respective shares in the Company’s capital, as provided for by applicable law.

Share Capital Structure (as of 12 May 2010)

Holder type % of outstanding shares
Individuals 5.85

Legal entities 92.79

Nominal holders 0.01

Trustees 1.35

Total: 100

Residents of the Russian Federation 59.614

Non-residents of the Russian Federation 40.386

Total: 100
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Major Holders/Shareholders as of 12 May 2010

50,23% 15,9%
IDGC HOLDING JAMICA LIMITED

JOINT STOCK COMPANY
. \ 7.01%
30 /0 THE BANK OF NEW YORK MELLON

Free float
3,2%
. IMMENSO ENTERPRISES LIMITED
l

ENERGOSOUZ HOLDINGS LIMITED
OTHER RUSENERGO FUND LIMITED
EAST CAPITAL ASSET MANAGEMENT AB HQ BANKAKTIEBOLAG

Key Indicators Related to the Market of the Company’s Shares

2008 2009 2010
Closing price as of the end of the year, RUR 0.381 0.802 1.304
Highest price Y/Y, RUR 1.2 0.984 1.536
Lowest price Y/Y, RUR 0.18 0.28 0.729
Daily trading volume [1]
- RUR min 4.49 4.46 14.77
- min pcs. 7.41 7.26 13.54
Earnings per share (EPS), RUR 0.02 0.03 0.11
Dividend yield (as of December 30, 2010) [2] — — 1.11%
Total shareholder return (TSR) [3] -64% 112% 66%
EV/EBITDA 3.76 5.87 6.45
P/E 7.45 25.75 11.88
EV/RAB 0.40 0.47 0.60
Notes:
[1] Average

[2] Calculated as follows: dividends/number of shares/closing price as of 30 December 2010

[3] In 2010, this is calculated subject to the distribution of dividends totaling RUR 610.9 min as follows:

TSR = (weighted average price as of the last date of the reporting period, RUR — weighted average price as of the last date
of the month preceding the reporting period, RUR + dividends accrued per share, RUR)/weighted average price as of the last
date of the month preceding the reporting period, RUR*100%
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Company Registering the Title to the Company’s Shares

Pursuant to Resolution No.24/10 of 30 November 2010, the Board of Directors approved the Reestr-RN Limited Liability
Company (Reestr-RN LLC) as the Company’s Registrar. The foregoing resolution also provides for the terms and conditions
of the agreement for the maintenance and safe custody of the register of the holders of the registered equity securities
made by and between the IDGC of Centre and Reestr-RN LLC.

Full name Reestr-RN Limited Liability Company

Abbreviated name Reestr-RN LLC
Registered address Bld. 3-4, 2/6 Podkopaevsky per., Moscow 109028
License No. 10-000-1-00330

Issued by the Federal Financial Markets Service of Russia
Date of issue: 16 December 2004
Term of validity: without limitation

Other details Mailing address: P.O. 4, Moscow 115172
Tel. +7 (495) 411-79-11
Fax +7 (495) 411-83-12
E-mail: support@reestrrn.ru

A great number of the Company’s shareholders reside in the regions in which it operates. Therefore, at the initiative

of the Company, a transfer agent office of the Registrar was established in each region in order to facilitate transactions
therein. Shareholders may perform sale and purchase transactions, change personal details, execute inheritance
documents, and perform other operations in the register directly at the regional centre without the need to travel to
Moscow.

Information on the transfer agents is available on the website of the Company at http://www.mrsk-1.ru/
stockholder/regist/.
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Corporate Governance

The Company’s corporate governance system complies with applicable laws and by-laws,
including the Corporate Governance Code, and is subject to ongoing improvements as
provided for by the best Russian and international practices.

IDGC of Centre adheres to the principles of justice, transparency and accountability by the Company’s management
bodies to its shareholders, and by the Company’s management to the Board of Directors and the General Meeting of the
Shareholders. The Company is also committed to the proper manageability of its financial and economic activities, as well
as to the observance of third party rights as provided for by the Code.

The Company has the following structure of corporate governance:
* The General Meeting of the Shareholders, a senior management body;
¢ The Board of Directors, a strategic management body;
® The executive authorities:

— The Management Board (the collegial executive authority);
— The General Director (the sole executive body).

The system of financial and economic activities of the Company provides for both external and internal control, in particular:
— The Auditor;
— The Audit Committee;
— The Board of Directors (the Committee for Audit);
— The Intermal Control and Audit Department.

Data on the by-laws regulating the Company’s corporate govemance system is attached hereto in Exhibit 12 and posted to the
Company's website at http://www.mrsk-1.ru/inform/documents1/.

The Annual General Meeting of the Shareholders held on 22 June 2010 approved the revised Articles of Association of
the Company, specifying that the Board of Directors shall meet as and when needed, but at least once every six weeks.,
The action plan of the Board of Directors for 2010-2011, as approved by the same via Resolution No.16/10 of 30 July
2010 and amended by Resolution No.22/10 of 29 October 2010, complies with the foregoing requirement to the fullest
extent.

In particular, in 2010 only non-executive members of the Company’s Board of Directors were elected to the Committee
for Audit and the Committee for Personnel and Remuneration (previously, the aforementioned committees were primarily
comprised of shareholders’ representatives and personnel of the Company other than members of the Board of Directors).
In addition, the Audit Committee was formed of persons other than members of the management bodies or employees
of the Company.
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The Company’'s management places a high emphasis on greater transparency. The efficiency of its work is certified in
the annual report of 2009 by various awards in a number of categories within competitions supported by the RTS, Stock
Market Magazine, and the MICEX.

In 2010 as part of the Company’s internal control system improvement plan, the Board of Directors approved certain
documents specifying the fundamentals of the Company’s corporate governance (namely, the Internal Control Policy and
the Risk Management Palicy).

Company’s Corporate Governance System

Senior management body

External control over the financial

and economic activities of the Company GENERAL MEETING
OF THE SHAREHOLDERS

v

Strategic Management Body

Committees (5):
BOARD OF DIRECTORS

v

Executive authorities

MANAGEMENT BOARD

COMMITTEE FOR STRATEGY

Bodies forming the system
AND DEVELOPMENT

of control over the financial
and economic activities
of the Company.

CHAIRMAN OF THE MANAGEMENT
BOARD - GENERAL DIRECTOR

RELIABILITY COMMITTEE

COMMITTEE FOR PERSONNEL

Il Bodies advising the Board Authority exercising internal control

of Directors on strategic issues over the financial and economic activities
related to the Company’s of the Company AND REMUNERATION

development

COMMITTEE FOR
TECHNOLOGICAL

CONNECTION
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Corporate Governance Rating

As of 31 December 2010, IDGC of Centre had a
corporate governance rating of NCGR 7 (National
Corporate Governance Rating 7) for “Advanced
Corporate Governance Practices”, according to the
scale of the National Corporate Governance Rating
established by the Consortium of the Russian
Institute of Directors and Rating Agencies, Expert
RA — RID Expert RA, on 23 September 2008.
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This rating level indicates that the corporate governance practice of IDGC of Centre is assessed as positive. The Company
bears low corporate governance risks. The Company complies with the requirements of Russian corporate governance
laws, follows the guidelines of the Russian Code of corporate conduct , and certain guidelines of international advanced

corporate governance practices.

Initially, the NCGR was conferred upon the Company in 2006 with a B++ rating, indicating an “Average Corporate

Governance Level of the Corporate Governance Rating”.

In 2007, the Consortium of the Russian Institute of Directors
and Rating Agencies, Expert RA — RID Expert RA, conferred
the corporate governance rating of NCGR 6+ for “Advanced
Corporate Governance Practices” according to the scale of the
National Corporate Governance Rating to IDGC of Centre. This
was increased to NCGR 7 on 23 September 2008.

In 2009-2010, the Consortium of the Russian Institute of Directors
and Rating Agencies, Expert RA — RID Expert RA, certified the
NCGR 7 corporate governance rating of the Company on four
occasions.
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For more details and reports on corporate governance practices adopted by the Company, visit the Company’s website
at http://www.mrsk-1.ru/about/administration/corporative/rating/.

On 25 January 2011, the Consortium of the Russian Institute of Directors and Rating Agencies, Expert RA — RID Expert
RA, increased the corporate governance rating of the Company to NCGR 7+,

8 As approved and recommended to the issuers by Order No.421/p of the Federal Securities and Exchange Commission

of the Russian Federation of 4 April 2002
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General Meeting of the Company’s Shareholders

The General Meeting of the Company’s Shareholders is a senior management body of IDGC of Centre managing the
Company’s business, as provided by the Articles of Association and the Federal Law on Joint-Stock Companies, as well
as the Company’s by-laws.

The Company provides shareholders with a real opportunity to exercise their rights related to participation in the Company,
in particular by providing:
¢ Reliable and effective methods of share ownership recording, as well as the opportunity for free and quick alienation
of shares held by them;
e Participation in the management of the joint-stock company by means of making decisions regarding the most
important issues of the Company’s activity at the General Meeting of the Shareholders;
e A share in the Company’s profit;
e Regular and duly acquisition of full and true information concerning the Company.

For more details on the rights of the Company's shareholders, see Annex 5 hereto.

Data on the procedures to be complied with when convening and holding the General Mestings of the Shareholders as
provided by applicable laws, the Articles of Association of the Company, and the Regulations for Convening and Holding
the General Meetings of the Company’s Shareholders is specified in Annex 10 hereto and posted on the Company's
website at http://www.mrsk-1.ru/stockholder/meeting/.

The Annual General Meeting of the Shareholders of IDGC of Centre held on 22 June 2010 resolved as follows:
e To approve the annual report of the Company for 2009 and the annual financial statements for 2009, including the
profit and loss statement, as well as the profit and loss appropriation report thereof for the financial year of 2009;
¢ T0 elect new members of the Board of Directors and Audit Committee of the Company;
¢ To approve BDO CJSC as the Company’s Auditor;
¢ To approve the revised Articles of Association of the Company.

The total number of votes with respect to the Company’s outstanding shares entitled to a vote at the Annual General
Meeting of the Shareholders was equal to 42,217,941,468.

The Company’s shareholders registering in order to attend the Annual General Meeting of the Shareholders (subject to
ballots received at least two days prior to the date of holding the General Meeting) held 35,730,173,818 votes (equal to the
number of ordinary shares owned by the shareholders), thus representing 84.6327% of the total vote. Pursuant to Article 58
(1) of the Federal Law on Joint-Stock Companies, the quorum required to hold the meeting was provided, and the Annual
General Meeting of the Shareholders of IDGC of Centre was entitled to resolve any and all items on the agenda thereof.

For the full text of the resolutions passed at the General Meetings of the Shareholders, please visit the corporate website
at http://www.mrsk-1.ru/stockholder/meeting/result/.

In 2010, the Company did not convene any Extracrdinary General Meeting of the Shareholders.
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Company’s Board of Directors

Pursuant to the Articles of Association of IDGC of Centre and the Federal Law on Joint-Stock Companies, the Company’s
Board of Directors is a management authority exercising control over the Company’s day-to-day business, other than
those issues to be addressed by the General Meeting of the Shareholders as provided by the aforesaid documents.

Pursuant to the Articles of Association, the Company’s Board of Directors is entitled to resolve a wider range of issues
than specified in the Federal Law on Joint-Stock Companies. In particular, it is empowered to give its preliminary approval
for any transaction to be negotiated by IDGC of Centre, as follows:

e Any transaction involving non-current assets of the Company amounting to more than 10% of the book value
thereof, according to the Company’s financial statements as of the most recent reporting date;

e Any transaction or number of interrelated transactions related to the disposal of any kind or assignment of real
property and/or equipment employed directly for the purpose of the Company’s core business with a book value of
more than 5% of the balance sheet value of the Company’s assets, or any encumbrance thereof;

® Any transaction or number of interrelated transactions related to the acquisition, disposal or prospective alienation of
any property included in the fixed or intangible assets, or constructions in progress, and employed for production,
transmission, dispatching, electric or thermal power distribution purposes, as and to the extent specified in the
respective resolution of the Company’s Board of Directors;

e Any fransaction or number of interrelated transactions related to the acquisition, disposal or prospective alienation
of any property included in the fixed or intangible assets, or constructions in progress, and not employed for
production, transmission, dispatching, electric or thermal power distribution purposes, as and to the extent specified
in the respective resolution of the Company’s Board of Directors;

e Any other issue as provided for by the Federal Law on Joint-Stock Companies and the Articles of Association of the
Company.
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In 2010, the members of the Company’s Board of Directors were re-elected twice.
Information related to the members of the Board of Directors elected by the Annual General Meeting of Shareholders on
22 June 2010 (Resolution No.01/10 of 24 June 2010)* may be found below.

Nikolay Nikolaevich
Shvets

Chairman of the Board
of Directors

- &

\ =
o\

Alexey Yuryevich
Perepelkin

Deputy Chairman
of the Board of Directors

Evgeny Fedorovich
Makarov

A
4

General Director of IDGC Holding JSC

Born in 1956, citizen of the Russian Federation

Education: Higher

1983, All-Russian Correspondence Polytechnic Institute

Specialty: Electrical Engineer;

1991, Military Command Red-Banner Academy of Air Defense named after Marshall of the Soviet
Union G.K. Zhukov, Officer with Higher Military Education;

1997, Military Academy of the General Staff of the Armed Forces of the Russian Federation,
Officer with Higher Military Operational-Strategic Education.

Scientific degree, rank: Candidate of Science (Economics), Associate Professor,
Corresponding Member of Academy of Military Sciences

Other positions: Chairman of the Management Board of IDGC Holding, JSC; member of the
Board of Directors of: “IDGC of Ural”, JSC; "MOESK” (Moscow Unified Power Grid Company),
JSC; “Yantarenergo”, JSC; “IDGC of North-West”, JSC; “Lenenergo”, JSC; “IDGC of Centre and
Volga Region”, JSC; “Tyumenenergo”

JSC Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 22 June 2010

Deputy Director for Corporate Governance and Property,
IDGC Holding JSC

Born in 1970, citizen of the Russian Federation

Education: Higher

1998, Moscow State Technical University named after N.E. Bauman

Specialty: Optical Instruments and Systems

Qualification: Optical Engineer;

1998, Moscow State Law Academy

Specialty: Jurisprudence

Qualification: Lawyer.

Other positions: Member of the Management Board of IDGC Holding, JSC; member of the
Board of Directors of: “IDGC of Centre and Volga Region”, JSC; IDGC of North-West, JSC; UES
Payment Optimization Centre

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 22 June 2010

Member of the Partnership Council; Chairman of the Board
of NP EnergoProfAudit

Born in 1955, citizen of the Russian Federation

Education: Higher

1978, lvanovo Power Institute

Specialty: Electrical Systems;

2003, Finance Academy under the Russian Federation Government

Specialty: Finance and Credit.

Other positions (at the time of election): Chairman of Supervisory Council of Employers in
Electric Power Engineering

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): 0.4394% (206,622,069 shares
of the Company’s registered ordinary shares)

Date of first election to the Board of Directors: 09 December 2004

4 Hereinafter, the information is given as of 31 December 2010. If it is specified that any member of the Board of Directors holds
his or her office to date, the reporting date (31 December 2010) is implied.
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Alexandr Markovich Branis

¥

Konstantin Yuryevich
Petukhov

Alexandr Albertovich Popov

Director of the Representative Office of Prosperity Capital
Management (RF) Ltd

Born in 1977, citizen of the Russian Federation

Education: Higher

2001, Academy of the National Economy under the Government of the Russian Federation
(Bachelor's Degree in Management)

Other positions: Chief Accountant, Chairman of Liquidation Committee of “Prosperity Capital
Management " Ltd.; Director for Investments of the Representative office of «Prosperity Capital
Management (RF) Ltd».; Member of the Board of Directors of: “IDGC of Centre and Volga Region”,
JSC; Bashkiria Joint-Stock Company of Power and Electrification “Bashkirenergo”; “Territorial
Generating Company No.6”, JSC

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 09 December 2004

Director for Development and Implementation of IDGC Holding JSC

Born in 1971, citizen of the Russian Federation

Education: Higher

1997, Altay State Technical University named after I.I. Polzunov

Specialty: Power Supply (for sectors)

Quialification: Engineer

2001, Altay State Technical University

Specialty: Finance and Credit

Qualification: Economist

Other positions: Member of the Board of Directors of IDGC of Ural, JSC, “MOESK” (Moscow
Unified Power Grid Company), JSC; “Yantarenergo”, JSC; “VNIPlenergoprom”(All-Russian Scientific
Research Design Institute Energoprom), JSC; “Scientific Research Institute of Energy Economy”,
JSC; “Special Design Engineering Bureau of All-Russian Thermal Engineering Institute”, JSC
Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 22 June 2010

Deputy General Director — Head of the Apparatus of IDGC
Holding JSC

Born in 1955, citizen of the Russian Federation

Education: Higher

1976, Zhitomir Higher Education Military Command School of Radio Electronics of Air Defense
named after Lenin Komsomol

Specialty: Commands and Tactics, Radio Engineering Facilities

Qualification: Officer, Higher Military Special Education, Engineer for Operating Radio Engineering
Facilities;

1991, Military Command Red-Banner Academy of Air Defense named after Marshall of the Soviet
Union G.K. Zhukov

Specialty: Commands and Headquarters, Operations and Tactics, Air Defense Armies;

2000, The Russian Academy of State Service under the President of the Russian Federation,
State and Municipal Management.

Other positions: Member of the Board of Directors of: “MOESK” JSC; “Yantarenergo”, JSC;
“VNIPlenergoprom”(All-Russian Scientific Research Design Institute Energoprom), JSC; “Scientific
Research Institute of Energy Economy”, JSC; IDGC of North-West, JSC; “IDGC of Siberia”, JSC;
«Lenenergo», JSC

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 22 June 2010
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Alexey Vladimirovich Sergutin

Denis Alexandrovich Spirin

Alexandr Grigoryevich
Starchenko

Director for Economy of IDGC Holding JSC

Born in 1961, citizen of the Russian Federation

Education: Higher

1987, Moscow State University named after M.V. Lomonosov

Specialty: Economist-Cybernetician

Other positions: Member of the Board of Directors of: “IDGC of Centre and Volga Region”,
JSC; “WNIPlenergoprom”, JSC

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 22 June 2010

Director for the Corporate Governance of the Representative
Office of Prosperity Capital Management (RF) Ltd.

Born in 1980, citizen of the Russian Federation

Education: Higher

2002, Moscow State University of Means of Communication

Specialty: Railcars (Management of railcar-repair production);

2006, Moscow State Law Academy

Specialty: Jurisprudence.

Other positions: Member of the Board of Directors of: “Energospetsmontazh”, JSC; “Smolensk
Energy and Repair Company”, JSC; “Penza Energy and Repair Company”, JSC; “IDGC

of Centre and Volga Region”, JSC; “Dalkhimfarm”, JSC; “Urengoytruboprovodstroy”, JSC;
“Yuzhtruboprovodstroy”, JSC; “Novgorodsetstroy”, JSC; “Rostpromstroybank”, JSC; “Tver Energy
and Repair Company”, JSC; «Selenginsky CKK»; “TGC-6" plc

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 11 June 2009

Director for the Power Sector of Novolipetsk Metallurgical
Combine JSC

Born in 1968, citizen of the Russian Federation

Education: Higher

1991, Moscow State Technical University named after N.E. Bauman

Specialty: Informatics and Control Systems

Other positions: Member of the Board of Directors of: Lipetsk City Power Company” Ltd.;
“Lipetsk Power Sales Company”, JSC; “Lipetskoblgaz”, JSC; "Altai-Koks”, JSC

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 30 May 2008
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General Director of the Branch of JSC SO UES - Operational
Dispatching Office of Centre

Born in 1959, citizen of the Russian Federation

Education: Higher

19838, Moscow Power Institute

Specialty: Thermal Electric Power Stations

Other positions: Member of the Board of Directors of IDGC of Centre and the Volga Region JSC
Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 30 May 2003

Sergey Borisovich Syutkin

Co-Director of the Representative Office of Prosperity Capital
Management, (Russian Federation) Ltd.

Born in 1983, citizen of the Russian Federation

Education: Higher

2005, Finance Academy under the Government of the Russian Federation

Specialty: Finance and Credit

Other positions: Member of the Board of Directors of: “Bashkirenergo”, JSC; “Dagestan
Power Sales Company”, JSC; “Dalenergomontazh”’, JSC; “Energospetsmontazh”, JSC;
‘IDGC of Centre and Volga Region”, JSC; “Novgorodsetstroy”, JSC; “Novaya ERA,

JSC; “Novgorodoblkommunelektro”, JSC; “Penza Energy and Repair Company”, JSC;
“Sevzapelektrosetstroy”, JSC; “Smolensk Energy and Repair Company”, JSC; “TGC-6", JSC;
“Urengoytruboprovodstroy”, JSC; “Tver Energy and Repair Company”, JSC; “Magadanenergo”
Roman Alexeevich Filkin JSC; “Yuzhtruboprovodstroy” JSC; “Tambov Power Sales Company”, JSC

Share fraction of the Company and its subsidiaries and associates held

by the member of the Board of Directors (number): does not hold

Date of first election to the Board of Directors: 11 June 2009
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All of the members of the Company’s Board of Directors, other than N.N. Shvets and E.F. Makarov, are independent
directors.

The Company’s Board of Directors includes representatives of different groups of shareholders (representatives of the
majority shareholder and the principal industry organisation composing the unified system of electric power transmission
(“SO UES”, JSQ)). In this regard, the Board of Directors may be considered to be a well-balanced structure in terms of the
interests of all existing shareholders. The current Board of Directors does not include members of the executive bodies of
the Company, thus providing for the proper independence of the Board from the Company’'s management, allowing the
Board to critically evaluate day-to-day management activities.

A list of the members of the Board of Directors elected by the Annual General Meeting of the Shareholders on 11 June
2009 (Resolution No.01/09 of 16 June 2009) is provided below:

Member of the Board of Directors, full name Position (as of the date of nomination)

Sergey Borisovich Kosarev Deputy Director for Corporate Governance and Property,

(Chairman of the Board of Directors) IDGC Holding JSC

Tatyana Alexandrovna Seliverstova Chief of the Stock Division, Department of Corporate Governance and

(Deputy Chairman of the Board of Directors) Cooperation with the shareholders of IDGC Holding JSC

Alexandr Markovich Branis Director of the Representative Office of Prosperity Capital Management
(RF) Ltd

Sergey Nikolayevich Ivanov First Deputy Chairman of the Board, Federal Grid Company of Unified
Energy System (JSC FGC UES)

Evgeny Fedorovich Makarov General Director, IDGC of Centre

Sergey Nikolayevich Popovsky Deputy Chairman of the Board, Market Council for Organizing an Efficient

System of Trading for Wholesale and Retail Electricity and the Capacity
Market for Non-Commercial Partnerships (Market Council NP)

Denis Alexandrovich Spirin Director for Corporate Governance, Representative Office of Prosperity
Capital Management (RF) Ltd

Alexandr Grigoryevich Starchenko Director for Power Sector of Novolipetsk Metallurgical Combine JSC

Sergey Borisovich Syutkin General Director of the Branch of JSC SO UES — Operational
Dispatching Office of Centre

Maria Gennadievna Tikhonova Chief of the Department Division, Minenergo of Russia

Roman Alexeevich Filkin Alternate Director of the Representative Office of Prosperity Capital

Management (RF) Ltd
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No claims were filed against any member of the Board of Directors.

On 25 February 2010, S.B. Kosarey, then Chairman of the Board of Directors, negotiated a transaction providing for the
sale of 1,000,000 uncertified, registered, ordinary shares of IDGC of Centre (a 0.0024% share in the authorized capital of
the Company). The subsequent share of S.B. Kosarev in the Company’s capital was equal to 0%.

More detailed information on the members of the Board of Directors acting in 2010 is attached hereto in Annex 6. This
information is provided subject to the laws of the Russian Federation applicable to personal data processing.

In 2010, the Company's Board of Directors held 28 meetings (three in compresence). A total of 272 issues were
resolved.

On a regular basis, the Board of Directors placed on the agenda and resolved those items related to the operational and
financial activities of the Company. The following resolutions passed by the Company’s Board of Directors in 2010 should
particularly be noted:
e Convening and holding of the Annual General Meeting of the Company's Shareholders;
e Business, investment, and procurement planning by the Company;
e Discussing reports by the Company’s General Director with respect to various day-to-day activities thereof;
¢ Enhancing the antiterrorist and countersabotage security of the Company’s power grid facilities;
* Approving a program ensuring a higher level of reliability for the Company from 2010-2015;
e Approving a program providing for a lower level of risks related to third party injuries at the Company’s facilities from
2010-2012;
¢ Approving a time-based action plan for reducing the accounts receivable of the Company;
® |nsurance coverage;
e Environmental policy;
e Interests in other companies;
¢ Re-election of the Registrar of the Company;
e Regulation of the Company’s business; in particular, approving various standards regulating the core business
of the Company;
¢ Approving interested party transactions.
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For more detailed information on the basic issues addressed by the Company’s Board of Directors in 2010, as well as
the attendance of the members at such Board meetings, please visit the Company’s website at http://www.mrsk-1.
ru/stockholder/session/sovet/2010/.

In 2010, members of the Company’s Board of Directors attended Board meetings (both in presentia and absentia) as

follows:
Member of the Company’s Board Term of office Number of meetings Number of meetings
of Directors (full name) in 2010; Overall number of the Board of
of meetings in 2010/ Directors in 2010
Meetings requiring attended by the
attendance by a particular particular member
member of the Board of the Board
1 2 3 4
Sergey Borisovich Kosarev 2009-2010 28/14 14
Nikolay Nikolaevich Shvets 2010-2011 28/14 14
Alexandr Markovich Branis 2009-2010; 28/28 18
2010-2011
Sergey Nikolayevich Ivanov 2009-2010 28/14 10
Evgeny Fedorovich Makarov 2009-2010; 28/28 25
2010-2011
Alexey Yuryevich Perepelkin 2010-2011 28/14 14
Konstantin Yuryevich Petukhov 2010-2011 28/14 13
Sergey Nikolayevich Popovsky 2009-2010 28/14 14
Alexandr Albertovich Popov 2010-2011 28/14 13
Alexey Vladimirovich Sergutin 2010-2011 28/14 13
Tatyana Alexandrovna Seliverstova 2009-2010 28/14 13
Denis Alexandrovich Spirin 2009-2010; 28/28 25
2010-2011
Alexandr Grigoryevich Starchenko 2009-2010; 28/28 28
2010-2011
Sergey Borisovich Syutkin 2009-2010; 28/28 26
2010-2011
Maria Gennadievna Tikhonova 2009-2010 28/14 13
Roman Alexeevich Filkin 2009-2010; 28/28 26
2010-2011
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Remuneration of the Board of Directors

Pursuant to Article 64 (2) of the Federal Law on Joint-Stock Companies, any resolution on the payment of remuneration
to members of the Company's Board of Directors may be passed only at the General Mesting of the Shareholders.

The Company has in place a Regulation for the Payment of Remuneration and Compensation for members of the Board
of Directors of IDGC of Centre, which was approved by the General Meeting of the Shareholders (Minutes No. 01 of 3
June 2008) available on the Company’s website at http://www.mrsk-1.ru/docs/H2H9nK.pdf.

According to the aforementioned Regulation, remuneration for participation in meetings is paid to members of the Board
of Directors. Furthermore, additional remuneration is calculated according to the results of an estimation of the activity of
the Board of Directors. On the whole, two kinds of additional remuneration are provided for by the Regulation, namely,
for the net profit index according to the annual accounting statements approved by the Annual General Meeting of the
Shareholders and for an increase in the market capitalization rate of the Company within the period of the Board of
Directors’ work.

Remuneration for participation in meetings is paid to a member of the Board of Directors as follows:
e If held in absentee form— equal to five monthly minimum-wage rates of a first-class employee®;
e |f held in presentia — equal to 10 monthly minimum-wage rates of a first-class employee.

For the net profit index, the calculation of the additional remuneration for each member of the Board of Directors is
made upon the basis of the amount of the net profit according to the annual accounting statements approved by the
Annual General Meeting of the Shareholders, the number of the Board of Director members in accordance with the
Company's Articles of Association, and the number of meetings held during the year in which the member of the Board
of Directors participated. Such remuneration is paid to members of all Boards of Directors who have worked during the
year in which the Company received the net profit for the results of its activity.

The amount of additional remuneration for a market capitalization rate increase for the Company for each member
of the Board of Directors is 0.0175 percent of the Company market value increase, calculated for the period from the
date of the election of the member of the Board of Directors to the date of the election of the Company's new Board
of Directors. Such renumeration is paid only if the average monthly volume of transactions settled with the Company's

5 Throughout year 2010, the following minimum monthly rates for a first-class employee were applicable: Q1 2010 — RUR 3,867;
Q2 2010 — RUR 3,991; Q3 2010 — RUR 4,037; Q4 2010 — RUR 4,107.
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ordinary shares on the stock exchange during the term of the powers of the remunerated Board of Directors amounts to
no less than 1.5 min Rubles.

There are a number of restrictions for the calculation of additional remuneration provided for by the Regulation:
1) Additional remuneration is not paid if a member of the Board of Directors has not participated in more than 50% of the
held meetings (from the date of his/her election to the date of the termination of his/her powers);
2) The amount of additional remuneration for the net profit index cannot exceed the General Director's wages fixed by the
Board of Directors:
e By more than five times for a member of the Board of Directors;
e By more than seven times for the Chairman of the Board of Directors.
3) The amount of additional remuneration of a member of the Board of Directors for an increase in the Company's market
capitalization rate cannot be five times higher than the General Director’s wages fixed by the Board of Directors.

The payment of additional remuneration is made only with the written consent of the member of the Board of Directors to
receive such remuneration. However, a member of the Board of Directors has the right to refuse additional remuneration,
whether fully or in part, by sending a corresponding notice to the Company.

Remuneration for participation in meetings and for the performance of the net profit index is paid to the Chairperson of
the Board of Directors at a 1.5 ratio.

In total for 2010, RUR 32,967,916 were paid to the members of the Board of Directors, in which RUR 27,765,018 were
paid in additional remuneration for performance indicators according to the results of work during 2009-2010, and RUR
5,202,898 were paid out as the remuneration for participation in the meetings of 2010.

Board of Directors, 2010 Remuneration Extra remuneration for Extra remuneration Total

for attending net profit index, RUR for increased market

meetings, RUR capitalisation, RUR
Acting as of June 22, 2010 2,699,188 — — 2,699,188
Acting as of June 11, 2009 2,508,710 8,831,846 16,097,950 27,433,506
Acting as of May 30, 2008 — 2,835,222 — 2,835,222
Total 5,202,898 11,667,068 16,097,950 32,967,916
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Committees Under the Company’s Board of Directors

Reliability Committee

Committee for Technological Connections

Committee for Strategy and Development

Committee for Audit

Committee for Personnel

Functions

Makes recommendations to the Board of Directors on the following

issues:

* Implementation of investment programs and plans for the
maintenance of power grid facilities;

® Providing the proper condition of fixed assets;

* Providing the integrated reliability of power grid facilities;

® The Company'’s business priorities.

to Power Grids

e Evaluating the Company’s performance in the
technological connection of end users to the
power grids;

* Analyzing the day-to-day activities of the
Company;

* Makes recommendations to the Company’s
Board of Directors concerning the
technological connection of end users to the
power grids.

Makes recommendations to the Board of Directors on the

following issues:

® Determining the strategic goals of the Company;

¢ Specifying business priorities;

® Assessing the Company’s performance over the long-tem;

e Increasing the Company’s investment attractiveness;

® Improving investment activities;

e Passing reasonable investment resolutions;

* Amending the existing strategy for the Company’s
development.

* Approving nominees for the office of Company Auditor;

® Evaluating the efficiency of internal control measures and
recommending improvements in the same;

¢ Exercising control over the execution of quarterly and
annual accounts by the Company’s executive bodies, as
well as the credibility thereof;

® Approving the auditor’s opinion;

* Approving the opinions of independent appraisers
concerning an assessment of the property and obligations
of the Company when negotiating transactions requiring
the consent of the Board of Directors, or when otherwise
transferring rights to the Company.

and Remuneration

* Makes recommendations
concerning remuneration for
members of the Board of
Directors;

Specifying the procedures
applicable for remuneration
and other material incentives
for the collegial executive
authority, or for any person
acting as the Company’s sole
executive body, including any
management company or
manager;

Specifying the procedures
for nominating potential
members of the Board

of Directors, as well as
candidates for the office of
the sole executive authority of
the Company.

Date of establishment January 2006 February 2009 April 2008 April 2008 April 2008
Number of members 9 7 9 4 5

Number of meetings in 2010 14 (all in absentia) 15 (all in absentia) 22 (8 in compresence) 14 (all in absentia) 7 (all in absentia)
Remuneration paid to the members 357 861,5 274 788,5 842 292,5 198 479,5 150 964

of the Committee in 2010

Webpage on which the resolution
of the Commiittee is posted

http://www.mrsk-1.ru/about/administration/sessioncomitet/
conference/2010/

http://www.mrsk-1.ru/about/administration/
sessioncomitet/tehpr/2010/

http://www.mrsk-1.ru/about/administration/sessioncomitet/
development/2010/

http://www.mrsk-1.ru/about/administration/sessioncomitet/
audit/2010/

http://www.mrsk-1.ru/about/
administration/sessioncomitet/
reward/2010/

Webpage on which data concerning
the members of the Committee is
posted

http://www.mrsk-1.ru/about/administration/apparatus/comitet/

http://www.mrsk-1.ru/about/administration/
apparatus/technology/30072010/

http://www.mrsk-1.ru/about/administration/apparatus/strategy/
strategy_30072010/

http://www.mrsk-1.ru/about/administration/apparatus/
audit/30072010/

http://www.mrsk-1.ru/about/
administration/apparatus/
recompensel/

Principal issues addressed in 2010

¢ Approving the Company’s maintenance program for 2010;

® Approving the amended environmental program of the Company
for 2009-2010;

® Approving the program of third-party injury risk reduction applicable
to the Company’s premises in 2010-2012;

® Approving the program for the higher level of reliability for IDGC of
Centre in 2011-2015;

® Report by the Company’s General Director highlighting the
Company’s performance in the autumn and winter of 2009-2010;

® Report by the Company’s General Director highlighting the
Company’s plans for the autumn and winter of 2010-2011;

* Quarterly reports by the Company’s General Director for 2010
related to the following:
1) Power grid fixed asset conditions;
2) Reliability;
3) Occupational safety and injury prevention;
4) Implementation of the Company’s environmental program for

2009-2010;
5) Implementation of the maintenance program;
6) Implementation of the investment program in terms of retrofitting,
modification and development.

* Monthly reports on the most challenging
claims and applications filed with the
Company concerning technological
connection to the Company’s distribution
power grids;

® Quarterly reports on the technological
connection of end users to the Company’s
power grids;

¢ Data on the technological connection of
federal end users to the Company’s power
grids;

e Data on the technological connection of
power generation facilities.

¢ Approving the business plan (in particular, the investment
program) of the Company for 2010, or amended the business
plan or investment program for the same period;

® Passing resolutions concerning the Company’s proposals
regarding the implementation of efficient investment projects
not included in the Company’s investment program for 2010;

e Participation of IDGC of Centre in other companies;

* Approving the plan of top priority arrangements for higher
levels of antiterrorist and countersabotage security for the
Company’s power grid facilities;

¢ Considering benchmarking results (regarding the Company’s
labor efficiency);

e Priority procurement activities related to the execution of long-
term contracts for electric power supplies;

e Priority activities concerning formalizing the titles to real
property, and formalizing or re-legalizing the rights for the use
of land plots for 2011-2014;

* Monthly reports by the Company’s General Director
concerning arrangements made during the respective month
to transfer to a RAB-based tariff regulation system;

e Quarterly reports by the Company’s General Director
concerning the implementation of the Company’s business
plan (including its investment program) for the respective
quarter of 2010.

* Approving the auditor’s opinion;

* Approving the nominee for the office of Company Auditor;

¢ Approving the Company’s risk management policy;

® Approving the Company’s internal control policy;

¢ Quarterly schedules of inspections to be carried out by the
Department of Internal Control and Audit of IDGC of Centre
as part of the internal control system;

® Quarterly reports by the Department of Internal Control and
Audit on the results of inspections carried out as part of the
internal control system;

e Quarterly reports by the Company’s General Director on the
elimination of deficiencies specified in the internal control
reports by the Committee for Audit;

* Monthly reports on transactions made by insiders having
shares in the Company, its subsidiaries or affiliates;

® Quarterly financial statements of the Company;

® Report on IFRS account execution for 2010;

e Opinions by independent appraisers on an evaluation of the
Company’s property when making transactions.

e Preliminary approval of
nominees to the Board of
Directors of IDGC of Centre;

e Evaluation of personnel
reserve to fill vacancies
in the Company’s senior
management.
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Each Committee is composed of various group representatives, thus ensuring a greater level of efficient Committee business, as well as the achieving of more
credible and independent resolutions. For more details on the members of the Board of Directors elected during 2009 and 2010, see Annex 6 hereto.
The foregoing information is provided subject to the applicable laws of the Russian Federation regulating personal data processing.
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Company’s Management Board

Pursuant to Article 22 of the Company’s Articles of Association and the regulations for the Company’s Management Board
approved by the General Mesting of the Shareholders (Resolution No.1829 np/1 of 28 February 2008) and posted to
the corporate website at http://www.mrsk-1.ru/docs/K4im4A.TIF, the Company’s collegial executive authority is
responsible for the day-to-day activities of the Company.

The Board of Directors determines the number of members of the Management Board and elects such members, who
report to the Board of Directors and the General Meeting of the Shareholders. The Company's General Director is the
Chairman of the Management Board. The Deputy Chairman is elected by the Management Board. The Company’s Board
of Directors is entitled at any time to revoke the authorities of any member of the Management Board and to nominate
another member to fill the vacancy.

The Company’'s Management Board was established in 2008 based upon Resolution No.09/08 of 4 May 2008 passed
by the Board of Directors.

As of 31 December 2010, the following persons are members of the Company’'s Management Board:

Dmitry Chairman of the Company’s Management Board, General Director
Olegovich Born in 1977, citizen of the Russian Federation
Gudzhoyan Education: Higher
1999, Moscow State Automobile and Road Technical Institute
Specialty: Organization of Transport Movement and Transport Management (by types)
Qualification: Manager-Engineer;
1998, International University
Specialty: Economic Theory
Scientific degree, rank: Candidate of Science (Economics)
Sabir Deputy General Director for Logistics and Material and Technical Supply of IDGC of Centre
Rafikovich Born in 1977, citizen of the Russian Federation
Agamaliev Education: Higher
2006, St. Petersburg Academy of Management and Economics
Specialty: Public and Municipal Management;
1999, Moscow Military Institute of Federal Border Guard Service of the Russian Federation
Specialty: Jurisprudence
Evgeny Deputy General Director for Economy and Finance of IDGC of Centre
Alexeyevich Born in 1974, citizen of the Russian Federation
Bronnikov Education: Higher
2008, Postgraduate course at the Belgorod State Technological University named after V.G. Shukhov.
Chair of Strategic Management
Specialty: Economy and Management of the National Economy;
1997, Belgorod Branch of All-Russian Correspondence Financial and Economic University
Scientific degree, rank: Candidate of Science (Economics)
Ivan Deputy General Director — Director of the Voronezhenergo Branch of IDGC of Centre
Petrovich Born in 1960, citizen of the Russian Federation
Kleymenov Education: Higher
Elected to the 1989, Volgograd Agricultural Institute
Company’s Specialty: Economist;

Management Board by 1987, Volgograd Agricultural Institute
the Board of Directors Specialty: Electrical Engineer

on 15 February 2010

(Resolution No.02/10 of

24 February 2010)
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Rustem Deputy General Director for the Capital Construction of IDGC of Centre
Leronovich Born in 1961, citizen of the Russian Federation
Nabiullin Education: Higher
1988, Leningrad Higher Military Engineering Construction Technical School of the Red Banner named after
Army General A.N. Komarovsky
Specialty: Project Construction
Vadim Deputy General Director for Grid Services Development and Realization of IDGC of Centre
Nikolaevich Born in 1972, citizen of the Russian Federation
Fedorov Education: Higher
2004, Saratov State University named after N.G. Chernyshevsky
Specialty: Business Management;
1994, Novocherkassk State Technical University
Specialty: Automated Control of Electric and Power Systems
Sergey Deputy General Director for the Technical Policy of IDGC of Centre
Anatolievich Born in 1955, citizen of the Russian Federation
Schumacher Education: Higher

1977, Moscow Institute of Engineers of Agricultural Production
Specialty: Electrical Engineer

In 2010, the following changes were introduced in the Management Board of the Company:
® On 15 February 2010, Ivan Petrovich Kleymenov, Deputy General Director, Director of the Voronezhenergo Branch
of IDGC of Centre, was elected to the Board by the Company’s Board of Directors (Resolution No. 02/10 of 24

February 2010);

e On 27 February 2010, the Company’s Board of Directors (Resolution No.03/10 of 2 March 2010) revoked the
authorities of Konstantin Victorovich Kotikov, a member of the Management Board;

e On 31 August 2010, the Company’s Board of Directors (Resolution No.18/10 of 3 September 2010) revoked the
authorities of Sergey Alexandrovich Arkhipov, a member of the Management Board;

e On 17 December 2010, the term of the employment contract made with Evgeny Fedorovich Makarov, the Company's
General Director, expired. Accordingly, his authorities as the Chairman of the Company’'s Management Board were

also revoked;

® On 17 December 2010, the Company's Board of Directors appointed Dmitry Olegovich Gudzhoyan as acting
General Director of the Company effective from 18 December 2010 (Resolution No.25/10 of 17 December 2010).
Pursuant to Article 69 of Federal Law No.208-FZ, On Joint-Stock Companies, of 26 December 1995, Dmitry
Olegovich Gudzhoyan shall act as the Chairman of the Company’s Management Board as of 18 December 2010.

No claims were filed against any member of the Management Board within the term that the Company carried out its

business; in particular, during 2010.

For more details concemning the members of the Management Board, see Annex 6 hereto. The foregoing information is
given subject to the applicable laws of the Russian Federation regulating personal data processing.

In 2010, the Management Board held 49 meetings and made resolutions on 216 issues. The great number of items
placed on the agenda of the Management Board appertained to the Board of Directors and were discussed initially by the
Management Board in order that it may issue its recommendations to the Board of Directors thereon.
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In 2010, the Company’'s Management Board passed the following most important resolutions:

¢ Recommendation to the Board of Directors concerning the Non-public Pension program applicable to the Company’s
personnel during 2010;

e Developing the Company’s business plan (including the investment program) for 2010;

e Considering the draft of the Company’s annual account for 2009;

e Recommendation to the Company’s Board of Directors concerning the amount and procedures for the distribution
of dividends on the Company’s shares;

¢ Preliminarily approval of targeted annual and quarterly indicators of the Company’s performance for 2010;

e Approval of annual and quarterly strategic and targeted key performance indicators for 2010;

e Preliminarily approval of information technology engineering palicies of the Company as amended;

e Approval of the Company’s portfolio of projects for 2010;

¢ Recommendation to the Board of Directors concerning the Company’s participation in Yargorelectroset JSC;

e Recommendation to the Board of Directors concerming preliminary approval of an addendum to the Company’s
collective agreement for 2009-2011;

¢ Acting as the Annual General Meeting of the Shareholders for Energetic JSC;

e Consideration of the primary Business Intelligence trends over the long term;

¢ Preliminarily approval of benchmarking results (for the Company’s labor performance evaluation);

e Recommendation to the Board of Directors concerning the priority activities of the Company and the arrangements
for an enhanced level of antiterrorist and countersabotage security for the Company’s power grid facilities;

¢ Approval of the Company’s consolidated strategic financial program for 2010-2019;

¢ Preliminary approval of the adjusted targeted annual and quarterly key indicators of the Company's performance for
2010;

¢ Development of the Company’s amended business plan (including the investment program) for 2010;

* Recommendation to the Board of Directors concerning the Company’s participation in Yargorelectroset JSC;

e Recommendation to the Board of Directors concerning the Company’s participation in the Association of Power
Industry Auditors and Service Companies Non-Commercial Partnership;

e Recommendation to the Board of Directors conceming the approval of the revised Regulations for Corporate
Assistance to and Support of the Company’s Personnel in Making Improvements to Dwellings;

e Recommendation to the Board of Directors conceming the priority activities of the Company in relation to the
formalization of titles to real property, as well as to the formalization and re-legalization of the rights to the use of land
plots for 2011-2014, subject to the availability of data concerning the boundaries of the protected zones of power
grids;
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e Approving the cash flow plans for Q1, Q2, Q3 and Q4 2010;

® Recommendation to the Board of Directors concerning the Company’s participation in Grid Service Company of
Centre JSC by means of the incorporation or establishment thereof;

e Recommendation to the Board of Directors concerning the Company’s participation in ENERGOPROEKT NP;

e Recommendation to the Board of Directors concerming the Company’s participation in the Market Council for
Organizing an Efficient System of Trading for Wholesale and Retail Electricity and the Capacity Market for Non-
Commercial Partnerships;

¢ Preliminary approval of the targeted annual and quarterly key indicators of the Company’s performance for 2011;

e Execution of the Company’s business plan (including the investment program) for 2011;

e Acting as the Extraordinary General Meeting of the Shareholders of Yargorelectroset JSC.

Remuneration of the Management Board

The Management Board consists of members who are vested both with those obligations specified in the employment
contract, and the powers of the members of the Collegial Executive Body of the Company, the Management Board of
IDGC of Centre, as provided for by the Articles of Association of the Company and the Regulations of the Management
Board of the Company approved by the Extraordinary General Meeting of the Shareholders of IDGC of Centre (Resolution
No.1829pr/1 dated 28 February 2008).

In accordance with the terms and conditions of an addenda to the employment contracts, employees exercising their
powers as members of the Management Board are paid a monthly remuneration in the amount of RUR 15,830 (fifteen-
thousand, eight-hundred and thirty).

In accordance with the Regulations on the Material Incentives of Top Managers of the Company (Minutes of the Meeting
of the Board of Directors No.13/08 dated 01 August 2008), the members of the Management Board of the Company
correspond to the senior manager category. Bonus payments to senior managers are effected following the fulfilment of
key performance indicators (hereinafter referred to as KPI), and depend upon the degree of KPI fulfilment for the relevant
reporting periods (quarter and year).
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KPI OF THE COMPANY

v

KPI OF THE GENERAL DIRECTOR

v

KPI OF TOP MANAGEMENT

ANNUAL KPI

Bonus payment for meeting
the target KPI: Up to 12 month’s
salary.

Quarterly KPI

Bonus payment for meeting
target KPI: Up to 1.5 times
the monthly salary.

The amount of a monthly bonus
depends upon the efficiency of the
investment program’s implementation
for the current quarter

(in relation to the term and cost thereof).

List of annual KPI:

* ROE based upon cash flow;
e Minimal power losses to supplies to the grid;
¢ Reliability index (per annum);

e Efficiency of the investment program’s implementation
for the current year.

List of quarterly KPI:

¢ Not exceeding the limit for those failures specified in
Article 2.1 of the Regulations;

¢ | ack of any labor accidents resulting in death, or of
group accidents subject to severe injuries, during the
reporting period;

e Obtaining or making available a readiness passport by
the term specified;

¢ In the event that the system indicator for power
interruptions (for feeders of 6 kV or greater) does not
exceed the same number for the similar period of the
previous year by more than 5%;

¢ |n the event that the system indicator for the average
power interruption period (for feeders of 6 kV or
greater) does not exceed the same figure for the similar
period of the previous year by more than 5%.

General Director of the Company

Comments:

In 2010, pursuant to the
reports of the General Director
concerning KPI observance,
and as approved by the Board
of Directors:

— In terms of Q1 2010
(Resolution No.16/10 of 30
July 2010);

— In terms of Q3 2010
(Resolution No.26/10 of 21
December 2010);

Based upon KPI observance
results in Q1 and Q3 2010, the
members of the Management
Board were paid a total of
RUR 5,004,172 (including the
General Director,).

The management of the current activities of the Company falls under the competence of the General Director of the
Company, excluding those issues relegated to the competence of the General Meeting of the Shareholders, the Board
of Directors, or the Management Board of the Company.

The primary issues relative to the competence of the sole executive body are as follows:

e Enforcement of the Company's activity plans that are necessary for the completion of its tasks;

¢ Organization of accounting and report keeping by the Company;

¢ Disposal of the Company’s property, and transaction settliements on behalf of the Company;

e Exercising the functions of the Chairman of the Management Board of the Company.

Evgeny Fedorovich Makarov acted as the Company's General Director from the date of the incorporation of IDGC of
Centre until 17 December 2010. On 17 December 2010, his authorities expired.
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Evgeny Fedorovich Makarov
Member of the Partnership Council, Chairman of the Management Board of
EnergoProfAudit NP

Born in 1955, citizen of the Russian Federation

Education: Higher

1978, lvanovo Power Engineering Institute

Specialty: Electrical Engineer;

2003, Finance Academy under the Government of the Russian Federation

Specialty: Finances and Credit

Qualification: Economist.

Positions held in the Company and other organizations for the last 5 years:

24 April 2009 to date

Member of the Supervisory Board of the All-Russian Industrial Association of Power Industry Employers (PIE Association)
(since 5 May 2009, Chairman of the Supervisory Board)

30 April 2008 to 17 December 2010

IDGC of Centre, Chairman of the Management Board

09 December 2004 to date

IDGC of Centre, member of the Board of Directors

09 December 2004 to 17 December 2010

IDGC of Centre, General Director

Date of first election to the Board of Directors: 09 December 2004

Number and class (type) of shares in the authorized capital of the Company: 206,622,069 ordinary shares

Shares held in the authorized capital of the Company: 0.4894%

This individual holds no shares in the authorised capital of the subsidiaries or affiliates of the
Company.

No transactions related to the acquisition or alienation of shares of the Company were negotiated in 2010.
There have been no claims against Evgeny Fedorovich Makarov within the entire activity of the Company,
including for the year of 2010.

Evgeny Fedorovich Makarov has received the following awards and commendations:

2000 — A commendation from the Head of the Belgorod Regional Administration;

2001 — The title of Honorary Power Engineer from the Ministry of Energy of the Russian Federation; a Certificate of Merit
from the Belgorod Regional Administration;

2003 — The title of Honored Worker of RAO UES of Russia;

2004 — The title of Honorary Worker for the Fuel and Energy Complex from the Ministry of Industry and Energy;

2005 — The Order of Merit for the Fatherland of the Il Degree; the Badge of Honor for Merit for the Russian Power
Industry from RAO UES of Russia; the Medal of Merit for the Territory of Belgorod of the Il Degree;

2006 — The Badge for Eighty-Five Years of the Plan for the State Commission on the Electrification of Russia;

2007, 2008 — A commendation from the Board of Directors of IDGC of Centre (for the excellent organization of sports/
mass activities and for the holding of the Eighth Summer and Seventh Winter Olympics for Power Engineers);

2010 — The Badge of Honor For the Development of the Distribution Grid Complex of IDGC Holding.
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Since 18 December 2010, Dmitry Olegovich Gudzhoyan has served as the General Director of the Company (as approved
by the Board of Directors on 17 December 2010 by Resolution No.25/10).

Dmitry Olegovich Gudzhoyan
General Director of IDGC of Centre

Born in 1977, citizen of the Russia Federation

Education: Higher

1998, International University

Specialty: Economic Theory;

1999, the Moscow State Automobile and Road Technical Institute

Specialty: Organization of Transportation and Transport Management (by types)

Quallification: Engineer/Manager.

Academic title, degree: Ph.D. in Economics

Positions held in the Company and other organizations over the past 5 years:

4 February 2011 to date

General Director of IDGC of Centre

18 December 2010 - 3 February 2011

Acting General Director of IDGC of Centre

18 December 2010 to date

Chairman of the Company’s Management Board

20 November 2010 to date

Member of the Coordination Youth Council for Science and Education under the Presidential Committee for Science,
Technology, and Education

17 February 2010 - 17 December 2010

Deputy Director for Corporate Governance of IDGC of Centre

23 November 2009 - 16 February 2010

Director of Economics of IDGC of Centre

1 March 2006 - 20 November 2009

Chief Commercial Officer of ZAO Kriokor-Energiya

1 August 2005 - 28 February 2006

Chief Commercial Officer of Oregon LLC (CEO of Kriokor AO LLC as secondary employment)
This individual holds no shares in the Company’s authorized capital.

This individual holds no shares in the authorised capital of the subsidiaries or affiliates of the Company.
Throughout 2010, no transactions providing for the acquisition or disposal of the Company’s shares were
negotiated.

No claims were filed against Dmitry Olegovich Gudzhoyan in 2010.

Information concerning the sole executive authority of the Company is provided in compliance with the applicable laws of
the Russian Federation regulating personal data processing.
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The General Director of the Company is accountable both to the General Meeting of Shareholders(via the submission of
the annual report) and the Board of Directors of the Company on a regular basis (monthly, quarterly, half-yearly, annually),
and submits to the Board of Directors of the Company the following reports:
¢ On the fulfilment of key performance indicators (quarterly/annually);
¢ On the implementation of the Company’s business-plan (quarterly/annually);
¢ On the implementation of the investment program (quarterly/annually);
e On the fulfilment of resolutions passed by the Annual General Meeting of the Shareholders, including those
concerning dividend payments (annually);
e On the security of insurance coverage (quarterly);
e On the procurement program (quarterly);
e On the fulfilment of the Board of Directors’ decisions (quarterly);
¢ On the course of non-core asset sales (quarterly);
e On the fulfilment of the regulations concerning the Company’s Information Policy (quarterly);
¢ On the Company’s Credit Policy (quarterly);
e On the control indicators of the CF for the relevant quarter (quarterly);
¢ On the observance of the Corporate Management Code of the Company (once every half year);
e On the preparations of the Company to operate during the Autumn and Winter periods (annually);
¢ On the measures taken concerming the transfer to regulating the tariffs for services for electric power transmission
by means of the return on invested capital method (RAB) (monthly);
¢ On the implementation of the Plan for those measures that ensure the fulfilment of the approved parameters of the
Company’s Investment program for 2010 (monthly);
¢ On the work concerning the registration of property rights for real estate, and the registration/re-registration of the
right to use land plots (annually);
e On the disposal of housing and public utilities (@annually);
e On the elimination of violations revealed when implementing interal control proce—dures (quarterly/annually);
¢ On the state of the Company’s reliability (quarterly);
e On the organization of the labor protection system in the Company (quarterly);
e On the course of the implementation of the Environmental Policy program of the Company (quarterly);
¢ On the current situation of the Company’s activities related to the technological connection of end users to power
grids (quarterly).

As the sole executive body of IDGC of Centre, the General Director is appointed by the Board of Directors of the
Company. The General Director undertakes the current management of the Company, and his competencies are of a
residual nature, covering all of those issues and tasks that are not relegated to the competence of the General Meeting of
the Shareholders, the Board of Directors, or the Management Board of the Company. The Board of Directors of IDGC of
Centre, in its turn, conducts a regular assessment of the General Director. The Board of Directors of the Company can, at
any time, make a decision to terminate the powers of the current General Director and appoint a new General Director.
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Remuneration of the General Director

The criteria for the determination and amount of remuneration for the General Director are specified in the employment
contract concluded in accordance with the Articles of Association of the Company, and by the Regulations on the Material
Incentives of the General Director of IDGC of Centre approved by the Board of Directors of the Company (as amended)
and recorded in Board Minutes No. 19/08 dated 28 November 2008). Bonus payments to the General Director are
effected upon the fulfillment of key performance indicators determined by the Board of Directors of the Company for the
relevant reporting periods (quarter and year) and approved by the Chairman of the Board of Directors of the Company.
In accordance with the Annex to the Regulations on the Material Incentives of the General Director of IDGC of Centre,
the KPI of the General Director include financial, technical and investment indicators. Remuneration is paid by the Board
of Directors following their approval of the report of the General Director concerning the pre-determined level of KPI
fulfilment.

In 2010, remuneration to the General Director was paid for Q1 and Q3 2009, and the payment amount was included as
a portion of the remuneration awarded to the members of the Management Board of the Company.

Corporate Secretary

The position of the Corporate Secretary was introduced by a resolution of the Board of Directors dated to 15 December
2006 (Minutes No.012/086).

The Corporate Secretary acts upon the basis of the Articles of Association and the Regulations on the Corporate Secretary
of IDGC of Centre approved by the decision of the Board of Directors of the Company on 17 October 2006 (Minutes No.
009/06). These regulations are available on the Company’s website at http://www.mrsk-1.ru/docs/sekretar.pdf.
The principal task of the Corporate Secretary is to ensure the observance of the procedure requirements that guarantee
the exercise of the rights and legal interests of the Company’s shareholders by the Company’s management bodies and
officials.

The Corporate Secretary is accountable for his/her activities to the Board of Directors of the Company. The Corporate
Secretary of IDGC of Centre also ensures that the five committees under the Board of Directors of the Company are
functioning.

Throughout 2010, Svetlana Viadimirovna Lapinskaya acted as the Company’s Corporate Secretary.

Svetlana Vladimirovna Lapinskaya

Born in 1980, citizen of the Russian Federation

25 March 2009 to date - (Resolution No.05/09 of the Board of Directors of 27 March 2009)

On 8 July 2009, she was re-elected by a unanimous vote of the Board of Directors (Resolution No.11/09 of
10 July 2009), as well as on 19 July 2010 (Resolution No.15/10 of 21 July 2010).

Her primary employment is retained.

Primary employment: Head of the Corporate Relations Division of the Department of Corporate Governance of IGDC of
Centre JSC
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Education: Higher

2002, Maymonid State Classic Academy

Specialty: Jurisprudence

This individual holds no shares in the authorized capital of the Company or its subsidiaries or affiliates.
This individual has no affiliated relationship with the members of the Company’s management bodies or
shareholders (as provided by applicable laws).

In 2010, no claims were filed against the Company’s Corporate Secretary.

In 2010, no claims were laid by any member of the Board of Directors or any of the Board’s committees.

Data concerning the Company’s Corporate Secretary is also posted on the Company’s website at http://www.mrsk-1.
ru/about/administration/apparatus/corporate_secretary/. The foregoing information is provided pursuant to the
applicable laws of the Russian Federation regulating personal data processing.

Disclosure

IDGC of Centre strives to ensure information transparency as much as possible, thus providing regular and prompt
disclosures and the availability, accuracy, and integrity of information, as well as maintain a proper balance between the
Company’s transparency and its commercial interests.
In addition to the obligatory disclosures pursuant to the applicable laws of the Russian Federation, the Company discloses
certain information as provided by the Regulations for Information Policy approved by the Board of Directors (Resolution
No.009/06 of 18 October 2006). The foregoing regulations adhere to advanced Russian and international corporate
governance practices in terms of transparency.
Specifically, the Board of Directors plays a major role in establishing a transparent and open Company, approving
principal documents and exercising control over the compliance therewith, as well as considering and approving reports
conceming information policy adherence on a quarterly basis. The General Director bears the responsibility for the
accuracy and completeness of any of the information disclosed that is related to the Company or any of its business
activities. Concerning any of the by-laws of the Company, please see Annex 12 hereto.
Any disclosure may be made by various methods or through different channels. However, the principal channel is the
corporate  website (www.mrsk-1.ru). The Company’s
- I ............. WeDsiteensures non-restricted and easy access to complete
' i = — and reliable information concerning the Company’s business
forshareholders, creditors, prospective investors, professional
participants in the securities market, public authorities, the
mass media, or any other interested person. The Company’s
website provides convenient navigational features and has
a user-friendly interface. The site includes all obligatory
S ymter disclosures, data on the Company's stock performance,
s and information for shareholders and investors, as well as
data on the Company, its management and control bodies,
AR« Bl A e i the financial and economic activities of the Company and its

Famr: [005) T4 T-0-008
Emnt ey n

2iL1228 performance, reports, and projects to be implemented.
T T S The Company regularly provides any party concemed with
any data that may be required concerning its business, using
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any and all means available thereto. In addition to disclosures through the corporate website, the Company also publishes
the respective information with the authorized news agency (Interfax) and periodicals (lzvestia, Trud), sending e-mails of
the same to any interested persons. The Company also arranges for conferences, briefings and meetings, and sends
copies of documents to its shareholders or other concerned parties. As of 2010, data on the Company is distributed
though interational data channels in English (Nasdag, Euroland).

Additionally, the Company establishes online Web conferences involving
top managers of IDGC of Centre, which are highly esteemed by investors.
Furthermore, the Company conducts one-on-one meetings with investment
professionals so that management may answer the questions of investors
and other concermned parties with respect to the Company’s performance
for the reporting period.An integrated federal toll-free call centre has been
established to respond to inquiries made by the Company’s shareholders
(8-800-50-50-115). In addition, the Company participates in industry-related
meetings and conferences, as well as provides for personal interviews.
Moreover, the Company ensures informational support of its business
through publications, radio, and TV in the regions. A daily broadcast of the
Company is available through the Internet at http://www.mrsk-1.ru/news/corporate/radio/archive/. In addition,
the Company is involved in the Energetika program on the Vesti-24 channel.

In the annual estimate of the information transparency of Russian companies by the Standard&Poor rating agency in
2010, IDGC of Centre showed an increase to 62.38% (compared to 55% in 2009). The level of disclosures related to
the ownership structure, shareholders’ rights, and financial and operating performance increased significantly. For more
details on the estimate, please visit the website of the agency at http://www.standardandpoors.ru/. The annual
accounting of the Company for 2009 was highly appreciated by the jury and by professionals, and was rewarded in a
competition arranged by the RTS, Stock Market Magazine, and the MICEX.

Auditing Procedure and Internal Control

The Annual General Meeting of the Shareholders of the Company approves the nominee for the office of the Company’s
Auditor, who ensures the auditing of the financial and economic activities of the Company during the reporting year. The
Committee for Audit of the Board of Directors evaluates the qualification of the Auditor, its performance and adherence
to the proper procedures ensuring the independence of auditor opinions, and provides its own opinion concerning any
nominee by any third party, and finally reports to the Board of Directors for its subsequent approval.

At the meeting held on 23 April 2010, by Resolution No.04/10, the Committee for Audit recommended to the Company’s
Board of Directors that they submit BDO CJSC at the Annual General Meeting of the Company’s Shareholders for
approval to act as the Company’s Auditor in 2010. In return, the Board of Directors, by Resolution No.10/10 of 4 May
2010, nominated (and on 22 June 2010, the General Meeting of Shareholders approved) BDO CJSC as the Company's
Auditor, entitled to audit the Company’s accounts for 2010.
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Full business name BDO Closed Joint-Stock Company

Abbreviated business name BDO CJSC

Auditor’s location Registered address: Section 1, Bld. 1, 125 Varshavskoe shosse,
Moscow 117587
Mailing address: Bld. 7, 53 Dubininskaya Street, Moscow 115054

Tel./Fax Tel. (495) 797-5665
Fax (495) 797-5660
E-mail info@bdo.ru
Member of the self-regulated organization Audit Chamber of Russia, Non-Commercial Partnership (NP APR)
of auditors Registered under No. 10201018307 in the Register of Auditors and

Auditing Organizations maintained by NP APR, the self-regulated
organization of auditors

Member of any board, association or any other BDO CJSC is a member of the Association of Russian Banks, the
professional partnership or organization Self-Regulated Organization of the Association of Russian Appraisal
Masters, and the Russian Managers Association (RMA)

The remuneration of BDO CJSC for the auditing of the Company’s accounts for 2010, executed in compliance with
Russian accounting standards and amounting to RUR 4.557 min (VAT included), was determined by Resolution No.16/10
of the Board of Directors of 20 July 2010.

BDO CJSC rendered no services not directly related to the financial audit.
There are no deferred payments or arrears in relation to any service rendered by the Company’s Auditor.

Internal Control System

Internal control in the Company is a process aimed at guaranteeing the efficient and effective use of the Company’s
resources, the integrity of its assets, its compliance with legal requirements, and the submission of reliable reporting.
The internal controls of IDGC of Centre secures the fulfillment of such tasks as ensuring investors’ confidence, protecting
shareholders’ investments and the assets of the Company, ensuring the completeness, reliability and authenticity of
financial, accounting, statistical, and management information and statements, and ensuring the observance of all
regulatory and legal acts of the Russian Federation and the compliance of the decisions of the management bodies
of the Company with the by-laws of the Company.

The subjects for internal control by the Company are as follows:
¢ The Board of Directors;

¢ The Committee for Audit of the Board of Directors;

e The General Director;
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¢ The Internal Control and Audit Department;

e Other structural subdivisions and employees of the Company who are responsible for the performance of any
internal control functions attached to them (by the by-laws of the Company).

The following are the principal documents that regulate the internal control system of the Company:

¢ The Corporate Governance Code of the Company approved by the decision of the Board of Directors (Minutes of
the Board of Directors of the Company No. 009/06 of 18 October 2006). This document is available via free access
on the Web at http://www.mrsk-1.ru/docs/koduprav.pdf;

¢ The Regulations for the Committee for Audit under the Board of Directors approved by a decision of the Board of
Directors (Minutes of the Board of Directors of the Company No. 18/09 of 02 November 2009). The document is
available via free access on the Web at http://www.mrsk-1.ru/docs/Appendixx9.doc;

¢ The Regulations on Intermal Control Procedures approved by a decision of the Board of Directors (Minutes No.
01/09 of 13 February 2009). This document is available via free access on the Web at http://www.mrsk-1.ru/
docs/yJFfOC.doc;

¢ The Internal Control Policy, as approved by the Board of Directors by Resolution No.13/10 of 15 June 2010,
available via free access on the Web at http://www.mrsk-1.ru/docs/regulitions7.doc;

¢ The Risk Management Policy, as approved by the Board of Directors by Resolution No.13/10 of 15 June 2010,
available via free access on the Web at http://www.mrsk-1.ru/docs/Regulition6.doc.

The Committee for Audit of the Board of Directors of the Company conducts a total estimate of the efficiency of
the internal control procedures of the Company (including upon the basis of the statements and reports of the Department
for Internal Control and Audit).

In accordance with the established procedures, the Committee for Audit plays the key role in the internal control process.
The Committee for Audit provides for and exercises the following:

¢ The planning of audits in the Company for different areas of activities;

e Control over the annual independent audit of the Company’s accounting (financial) statements, the faimess of these
statements, as well as an estimate concerning the qualification of candidacies to serve as the Company Auditor,
their work quality, and their observance of requirements for maintaining independence;

e Control over interal control systems in the fields of accounting and finance, and the activities of the Department for
Internal Control and Audit of the Company;

* An analysis of the reports of the Department for Internal Control and Audit conceming performed audits;

¢ The reporting of its activities to the Board of Directors.

The Regulations for Internal Control approved by the Company specify the internal control goals and objectives, procedures,
subjects, and the persons in charge of internal controls, as well as those supervising internal control procedures.

The Company’s Risk Management Policy is a by-law specifying the principal organization, implementation and control
processes related to the Company’s risk management system. The introduction of integrated risk management systems
allow the Company to discover threats and take proper measures to reduce their likelihood, while minimizing any eventual
negative consequences of occurring risks.
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The Company’s Internal Control Policy specifies the way the system of internal control shall be arranged throughout IDGC
of Centre, as well as the processes and procedures, areas of responsibility, and the functions of the components of such
a system. The Policy is designed to build a standardized internal control system based upon an integrated approach to
the respective procedures, thus making it possible to increase the efficiency of the Company’s management, ensure the
soundness of its assets, and to achieve the strategic goals of the Company, as well as to increase the level of confidence
of its shareholders and investors.

The separate structural subdivision of the executive body of the Company — the Department for Internal Control
and Audit — conducts estimates of the adequacy, sufficiency and efficiency of internal control procedures, as well as
controls the observance of internal control procedures. In compliance with its area of competence, the Department for
Internal Control and Audit exercises the following functions in the field of internal control:

e Auditing of the accounting and financial information submitted by the subdivisions of Executive Office, branches,
and representative offices of the Company, including expert examination of the means and methods used for
the identification, valuation and classification of such information and the drafting of any resulting reports. The
Department is also responsible for the special study of separate aspects of reporting, including a detailed audit of
transactions and balances in the accounting records;

e Auditing of the Company’s observance of the law and the Company’s internal regulatory documents, as well as the
fulfilment of decisions made by the management bodies and the instructions of the Directorate of the Company;

e Auditing of the availability, condition, safekeeping and use of the Company’s property;

e Conducting special investigations in certain cases (for instance, when there exists the suspicion of abuse);

¢ Drawing up and submission of an opinion conceming the audit results, the making of proposals for the elimination of
such violations or defects that may be revealed during the course of an audit, and the drafting of recom—-mendations
for increasing management efficiency to the management bodies of the Company in accordance with established
procedures;

¢ Methodological support when establishing and maintaining the internal control system;

e Other functions as provided by the internal documents of the Company.

The key official of the Department for Internal Control and Audit is Vadim Evgenyevich Bunin, the Head of the Department
for Internal Control and Audit of IDGC of Centre.

The Company has developed standard regulations for creating an interal control environment and managing key business
process risks within an Internal Control Policy that contains general information concerning such processes. In particular,
the Policy contains goals, a list of regulatory documents serving as the basis for the process, process control points,
the participants, business process diagrams, and recommendations related to the development of procedures aimed
at implementing the aforesaid standard regulations. The Palicy also includes a risk matrix, along with business process
control procedures linked to this matrix, specifying such aspects as the identified risks, the design of control procedures,
their frequency, and the persons in charge.
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Pricewaterhousecoopers Russia BV has been engaged to render consulting services in order to employ the best practices
when implementing the Company’s Internal Control Palicy.

The Department for Internal Control and Audit reports to the Committee for Audit of the Company on a quarterly basis on
compliance with the documents related to improvement and development of the Company’s internal control system.

Upon the approval of the standard regulations for creating an internal control environment and managing the key business
process risks by the Company's Board of Directors in 2011, the control system’s internal audit via the use of business
processes shall be provided, as well as the continuation of activities related to the design of the control environment and
the identification of other key business process risks.

In 2010, pursuant to the Internal Control Regulations and the quarterly action plans approved by the Committee for Audit
of the Company’s Board of Directors (Resolutions No.15/09 of 30 December 2009; No.03/10 of 25 March 2010 and
No.10/10 of 1 September 2010), the Department for Internal Control and Audit carried out an audit of the various activities
of the Company. In general, the following business processes were audited: investment and procurement, technological
connection to the Company’s power grids, and an evaluation of the efficiency of cash management and financial and
economic planning.

Throughout 2010, data on the audit results, the violations discovered (including failures to comply with or adherence
properly to the Company’s by-laws), and the results of eliminating or the failure to eliminate such violations, as well as
proposals in relation to such issues, were submitted to the Committee for Audit of the Company’s Board of Directors on a
quarterly basis. The Company made respective orders specifying certain remedial measures. The Department for Internal
Control and Audit is responsible for such procedures.

The business processes being audited have been analyzed within the internal control system improvement process in
order to identify and evaluate the adequacy of control procedures and to modify, as appropriate, the Company’s by-laws.
The Company intends to continue this process in 2011,

Audit Committee

The Company's Audit Committee exercises control over its financial and economic activities, thus ensuring the
following:
e Control over the financial and economic activities of the Company;
e Compliance with the laws of the Russian Federation and the Company’s Articles of Association when making
financial and economic transactions;
¢ Independent evaluation of reports conceming the Company’s financial standing.
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The Audit Committee acts pursuant to the federal law On Joint-Stock Companies, Article 24 of the Company’s Articles of
Association, and the Regulations for the Audit Committee approved by the General Meeting of Shareholdersby Resolution
No.1429pr/1 of 20 March 2006. The members of the Committee are elected by the General Meeting of Shareholdersand
perform their duties until removed at the subsequent General Meeting.

On 22 June 2010, the following members of the Audit Committee were elected by the General Meeting of
the Company’s Shareholders (Resolution No.01/10 of 24 June 2010):
¢ [zumrud Aligadzhievna Alimuradova, Director for Internal Audit and Risk Management; Head of the Department
for Internal Audit and Risk Management, IDGC Holding JSC (elected to membership on the Audit Committee by
Resolution No.1 of 2 July 2010);
¢ VVadimir Nikolayevich Arkhipov, First Assistant Head of the Security Department of IDGC Holding JSC;
¢ Olga Vladimirovna Rokhlina, Chief Expert of the Division for Internal Control, Audit and Inspections of the Department
for Internal Audit and Risk Management of IDGC Holding JSC (as of the date of election);
e Anna Yurievna Katina, Chief of the Division for Corporate Governance, Analysis and Control of the Department of
Corporate Governance and Shareholder Relations of IDGC Holding JSC;
¢ Galina vanovna Meshalova, Chief Expert of the Division of Investment Control of the Department for Internal Audit
and Risk Management of IDGC Holding JSC.

Prior to the General Meeting of Shareholdersheld on 22 June 2010 and the election of members of the
Audit Committee (Resolution No.01/10 of 24 June 2010), the Company’s Audit Committee was composed
of the following members as elected by the Annual General Meeting of the Shareholders by Resolution
No.01/09 of 16 June 2009:
¢ Olga Vladimirovna Rokhlina, Chief Expert of the Department for Internal Audit of IDGC Holding JSC (Chairperson
of the Audit Committee of the Company);
¢ [rina Vasilyevna Mikhno, Deputy Head of the Department, Head of the Division of the Department for Internal Audit
of IDGC Holding JSC;
e | udmilla Romanovna Matyunina, First Deputy Head of the Department for Internal Audit of IDGC Holding JSC;
e Anna Yuryevna Katina, Chief of the Division for Corporate Governance, Analysis and Control of the Department
of Corporate Governance and Shareholder Relations of IDGC Holding JSC;
¢ \adim Evgenyevich Bunin, Head of the Department for Internal Control and Audit of IDGC of Centre.

Detailed information conceming the current membership structure of the Audit Committee of the Company is provided in
Annex 6 hereto, as well as being available on the Company’s website at http://www.mrsk-1.ru/about/administration/
control/control_2010/. Information concerning the members of the Audit Committee of the Company has been provided
in compliance with the applicable laws of the Russian Federation regulating personal data processing.

In 2010, the Audit Committee held three meetings. Any resolution of any meeting thereof may be found at http://www.
mrsk-1.ru/about/administration/control/protokol/.

INFORMATION FOR SHAREHOLDERS AND INVESTORS

71



72

The principal resolutions passed by the Audit Committee in 2010 were as follows:
e Approval of the Audit Committee’s opinion regarding the financial and economic activities of the Company in 2009
(Resolution No.9 of 9 April 2010);
e Approval of the Audit Committee’s action plan for 2010-2011;
¢ Unscheduled audit of business transactions and operations made and carried out by the Company and related
to the supply of its equipment and its operation by means of a financial lease, etc. (Resolution No.2 of 9
December 2010).

The remuneration of the members of the Audit Committee is calculated based upon the Regulations for the Remuneration and
Compensation of the Audit Committee of the Company (Resolution No.1 of the Annual General Meeting of the Shareholders
of 3 May 2008). The aforesaid document is available on the Web at http://www.mrsk-1.ru/docs/rk.pdf.

Any member of the Audit Committee participating in the auditing of the financial and economic activities of the Company
shall be paid a remuneration equal to a minimum of 25 months of the base salary rate for a first-class employee as
specified in the Russian electric power industry tariff agreement. The remuneration of the Chairman of the Audit Committee
shall be paid subject to a multiplier of 1.5.

In 2010, the Audit Committee and third party experts involved in the auditing of the financial and economic activities of the
Company were paid RUR 1,273,825, in which RUR 725,063 was spent for an audit of nine months of 2009, and RUR
548,763 was spent for an audit of the 12 months of 2009.

Risks

The Company’s management ensures risk management at all system levels. This process provides for the identification
and assessment of risks, a prioritization of such risks, and their control, in order to ensure and properly guarantee the
achievement of the Company’s strategic goals, the preservation of its assets, and the maintenance of its business
efficiency, as well as an uninterrupted electric power supply.

The fundamental documents regulating the Company’s risk management system are as follows:

1. The Corporate Governance Code approved by Resolution of the Board of Directors No.009/06 of 18 October 2006,
available via free access on the Web at http://www.mrsk-1.ru/docs/koduprav.pdf.

2. The Regulations for the Committee for Audit of the Company's Board of Directors (as approved by Board of Director
Resolution No.12/10 of 2 June 2010). This is available via free access on the Web at http://www.mrsk-1.ru/docs/
Appendixx9.doc.

3. The Risk Management Policy approved by Board of Director Resolution No.13/10 of 15 June 2010. This is available via
free access on the Web at http://www.mrsk-1.ru/docs/Regulition6.doc.
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The Company’s Risk Management Policy provides for the fundamentals of organization, implementation, and control over
the risk management processes within the Company, as well as top priority measures to be taken in order to establish a
risk management system.

The Company’s Risk Management Policy is applicable to the following:
¢ Risk management strategy;
¢ Core risk management processes:
— Risk identification and assessment;
— Development and introduction of risk management processes;
— Risk monitoring.
¢ Risk management system model:
— Risk management levels;
— Risk management unit corporate structure;
— Functions and areas of responsibility of the components of the risk management system;
— Information support for the risk management system.
¢ Risk accounting:
— Regulatory documents and standards;
— Communications, resolutions and reports;
— BEvaluation of risk management performance.

The functions and areas of responsibility within the risk management system throughout the Company
are allocated as follows:
e Committee for Audit of the Company’s Board of Directors:
— Exercising control over risk management performance.
¢ General Director (Management Board) of the Company:
— Providing for an effective risk management system;
— Approving various budgets;
— Approving a risk register.
e Company units:
— |dentification and assessment of risks;
— Development and implementation of the risk minimization program;
— Prompt notice to the unit responsible for risk management of any risks and the measures taken;
— Acquisition and transmission of data on occurring risks.
¢ A unit responsible for risk management maintenance:
— Risk management coordination;
— Training and consulting on risk management techniques;
— Support and development of a methodological and regulatory risk management base;
— Informational support for collegial bodies involved in resolving issues related to risk management;
— Providing any concerned party with risk data.
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IDGC of Centre provided for the identification, classification, and primary assessment of risks that may have a potential
impact upon the Company’s business as part of establishing its risk management system.

The Company has identified various risk levels as follows:

Strategic Risks
In 2010, a positive trend in the interational rating of the Russian Federation was noted. The sovereign rating of the
Russian Federation was increased from negative to stable by Standard&Poor’s, and to positive by Fitch.

Meanwhile, the Russian economy remains vulnerable to changes in the international gas and oil market. The dynamics
of prices for consumables is an additional problem in Russia. These circumstances may restrict the Company’s ability to
access capital resources and affect the buying power of the Company’s customers. Additionally, the Government of the
Russian Federation currently pursues a policy of rate control applicable to the products and services of natural monopolies,
including power grid companies. This may result in a shortfall in the Company’s investment program funding.

Attempting to minimize the aforementioned risks, the Company works to reduce implicit expenses and optimize its
investment program, as well as pursues a reasonable policy with respect to debt financing.

Certain geographical features of the regions in which the Company operates provide for the risk of natural disasters in the
autumn and winter. The Company considers this to be a high risk and takes measures to ensure that power grid facilities
are ready for the foregoing period, subject to the compulsory certification of each unit with respect thereto. The Company
carries out various activities designed to reduce the term required to ensure the effective mitigation of the consequences
of natural disasters in the autumn and winter. Besides, the Company has concluded property insurance contracts in order
to minimize potential consequences of natural disasters.

Regulatory Risks
There are risks related to tariff or industrial antitrust regulation for the Company’s business.

Any distribution of power or technological connection to power grids is subject to public regulation. Thus, the approval
of rates applied by the Company to the services it renders by the supervisory authorities has a direct impact upon the
Company’s eamings. Even with the introduction of a RAB-based tariff regulation system, the aforesaid authorities retain
their role in the tariff-making process. Furthermore, the Government of the Russian Federation currently pursues a rate
control policy applicable to the products and services of natural monopolies.

The Company takes the following measures to minimize regulatory risks:

e Cooperation with the Federal Tariffs Service and the tariff regulation authorities of the constituent entities of the
Russian Federation with respect to the economic feasibility of the expenses included in the tariffs, as well as any
amendments to the laws of the Russian Federation in relation to the pricing procedures applicable to services
rendered by natural monopolies, subject to the interests of the distribution power grid companies when specifying
retail tariffs for electric power;
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¢ Drafting and approval of long-term development programs in the regions in which the Company operates, cooperating
with regional and local authorities with the subsequent execution of such agreements, specifying (in particular)
investment program financing and their sources;

¢ Methodical work aimed at reducing the Company’s expenditures and optimizing its investment program.

As of December 2010, Belgorodenergo, Bryanskenergo, Kurskenergo, Lipetskenergo, Orelenergo, Tverenergo and
Yarenergo have already introduced a new RAB-based tariff regulation system, thus allowing the Company to attract long-
term investments and minimize any impact of resolutions related to tariff regulation procedures from subjective factors.

Financial risks
There are risks related to the Company’s capital structure, any potentially lower profitability or liquidity, exchange or interest
rate fluctuations, and credit risks.

A number of measures are being taken in order to minimize those risks related to the Company’s capital structure that
may have an impact upon the Company’s earmnings, profit, or scope of obligations:
® |ncreasing operating efficiency by reducing manufacturing costs;
e Carrying out certain activities aimed at increasing the share of long-term power supply contracts in the overall volume
of the contracts executed by the Company;
e Pursuing a well-balanced financial policy.

IDGC of Centre renders its services in the Russian market by settling accounts in RUR, the functional currency of
the Russian Federation, and is therefore not subject to exchange rate fluctuation risks. However, it should be noted
that as a result of investment or maintenance program implementation, a need for materials or equipment from foreign
manufacturers might arise, as well as the rendering of services that are subject to exchange rate fluctuation risks. The
Company therefore considers the exchange rate risk to be minimal.

Due to some stabilisation of the financial markets, the risk of the rate change is considered to be average. For the
purpose of minimizing the credit interest rate fluctuation risk, IDGC of Centre cooperates with lending agencies employing
budgetary funds (public institutions, those of the constituent entities of the Russian Federation, municipal agencies) and
international financial institutions. Since the Company is a natural monopoly, it selects financial institutions to render its
financial services by means of an advertised single phase tender or public auction complying with the applicable laws
of the Russian Federation (Federal Law No.135-FZ, On Anti-Competition, of 26 July 2008, and Federal Law No.94-FZ,
On Placing Orders for Goods, Work or Services for Public or Municipal Institutions, of 21 July 2005). Pursuant to Article
9 (Clause 4.1) of the federal law specifying the order placing procedure, the price of any public or municipal contract
shall be fixed and not subject to modification within its entire term. Thus, any risk of fluctuations in the interest rates under
existing loan agreements is reduced.

Operating and technological risks are those, in particular, related to the following:

e Power supply interruption or lack of reliability; system failures or the lack of reliability in technologies employed or
being introduced;
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e Environmental impact;

¢ Relationship and settlement of disputes with end users and contractors in the retail or wholesale power and capacity
market;

e Procurement, logistics and supply;

e Construction project implementation;

e Recruitment, management and turnover of staff, the personnel motivation system, and the efficiency of business
processes, advance training, and the communication of experience;

¢ Risks related to data losses or the failure of information systems.

The Company deems risks related to deterioration, the violation of operating conditions, and critical changes in the
performance of power grid facilities of crucial importance, which may result in emergencies, the failure of equipment, or
the demolition of structures. For the purpose of minimizing such incidents, the Company upgrades its power grid facilities
using innovative power generating equipment, and opens tenders for service providers and suppliers in order to increase
the quality of the services rendered and materials supplied, as well as the responsibility of contractors. Furthermore,
the Company retrofits emergency control systems that comply with the most up-to-date requirements. Currently, an
automated asset management system is being introduced, which is designed to optimize the operation, maintenance
and repair of power grid facilities, as well as the investment activities of the Company.

Environmental risks may occur as the result of eventual transformer oil leakages at substation subject to the unavailability
of oil receivers. Due to these breaches of environmental legislation, the Company may be imposed fines as provided by
federal laws. The probability of such risks is not considered to be material, and they present insignificant consequences
for the Company’s business. The Company’s environmental policy approved by the Board of Directors is aimed at
reducing environmental risks. Within the implementation of the advanced retrofitting and renovation program, the Company
provides for the replacement of the elements and units of power generating equipment by up-to-date devices designed
to ensure high environmental safety.

Concermning operating risks, the Company considers the following to be of crucial importance:

¢ Risks of disputes with power supply companies with respect to the structure and volume of power supplied, and
as a result, an increase in accounts receivable in relation to power supply services due to inadequate planning
concerning the functioning of the retail power market at the legislative level. For the purpose of reducing such
risks, the Company takes measures to propose legislative initiatives applicable to the control and regulation of
relations between power grid and supply companies, the collection of accounts receivable, and provisions for claim
administration;

¢ Avyield curve risk due to the termination or expiration of last-mile agreements made by and between the Company
and FGC UES JSC, resulting from the unavailability of any means for the settliement of disputes at the legislative level
between power grid companies and FGC UES JSC in terms of the aforementioned contracts. For the purpose of
reducing such risks, the Company exercises control over the compliance of contracts made with FGC UES JSC, as
well as ensures the prompt delivery of documents for the extension of last-mile lease agreements.
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Conceming investment project implementation, due to the considerable amounts provided for by the Company’s
investment program, there are risks related to a failure to adhere by the terms of a capital investment application and the
bringing into service of completed facilities. Furthermore, within a RAB-based tariff regulation system, the occurrence of
such risks may result in the imposition of penalties in the event of a failure to implement the investment program approved
by the competent tariff regulation authority. For the purpose of mitigating the consequences of the foregoing risks, the
Company ensures the monitoring of investment program implementation, with subsequent corrective actions designed
to meet the targeted goals.

Compliance Risks
There are risks related to the compliance of the Company’s business with legal requirements, property management, and
corporate governance, as well as intellectual property rights.

Compliance risks, in particular, those related to controversial interpretations of tax legislation, may result in the improper
charging and payment of taxes, and finally, the imposition of penalties by the tax authorities. For the purpose of reducing
such risks, the Company provides legitimate improvements in the methods used to calculate the tax base per tax and
control over the compliance thereof with the applicable laws.

Corporate Governance Risks

In terms of corporate governance, the Company is subject to risks from claims filed by shareholders with respect to major
and interested party transactions (not subject to the prior consent of the Board of Directors or the General Meeting of
the Shareholders, or approved in violation of the applicable procedures). For the purpose of reducing such risks, IDGC
of Centre ensures the mandatory preliminary legal analysis of any transaction to be made, in order to identify any reason
that may exist in such a transaction for corporate procedures to be undertaken as provided by applicable laws and/
or the Articles of Association of the Company. If necessary, any such transaction shall be submitted to a competent
management authority of the Company.

The Register of Shareholders is maintained by a professional registrar, reducing any risks pertaining to relations with the

shareholders of the Company. IDGC of Centre employs a set of measures aimed at ensuring informational support for the
shareholders and the strict enforcement of their legal rights and the protection of their interests.
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4. Strategy

Mission

We are a team comprising thousands of professionals united by one goal — to bring the energy of
light to each and every one of our consumers.

Using advanced knowledge and practices in the management of a power grid complex, we care for
the quality of life for individuals, families and society. We make use of the top innovations to improve
the quality of our services and to make them more affordable.

We recognize our full responsibility for the safe transmission of electric power to each customer and
for the stable income of our shareholders.

The key priority for us is people — those who work for our company and those for whose benefit we
work.

System of Values

We are concerned with the success of our customers, staff members and shareholders.

We treat with due care the ideas and talents that our employees possess and provide everyone with
an opportunity to speak out and be heard.

Those who openly highlight our shortcomings and failures are our friends and teachers.

The sustainable development and professional growth of each member of our staff is the recipe for
his or her success and the prosperity of the entire Company.

The implementation of advanced technologies is the basis for our leading position.

Team relations are based upon friendliness, honesty and openness.

Corporate liability is the fundamental principle of our work.

Strategic Vision

The management of IDGC of Centre sees the Company as the leader among IDGCs by 2016 —
the most reliable, technological, and dynamically developing company in the industry. By 2030, the
Company shall have reached the technological development level of highly industrialized countries.
The scenario conditions that determine the strategic development of IDGC of Centre and the
distribution power grid complex as a whole were initially set by the Russian Power Strategy approved
by Resolution of the Government of the Russian Federation No. 1715-r of 13 November 2009
(hereinafter referred to as the Power Strategy — 2030) for the period until 2030.
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Power Strategy 2030

(strategic industrial
priorities)

Strategic goals
of the Company
for the period up to 2030

Tasks to be performed
for achieving these strategic goals

82

RELIABLE AND SECURE
POWER SUPPLY
SYSTEM FOR THE
COUNTRY/REGIONS

THE SECURITY OF
THE POWER SUPPLY
THROUGHOUT THE
COUNTRY/REGIONS

INVESTMENT AND
INNOVATIVE ADVANCES
IN THE INDUSTRY

MEETING ECONOMIC
DEMANDS IN

THE ELECTRIC
POWER INDUSTRY
FOR UTILITIES AT
COMPETITIVE PRICES

A long-term rise
in shareholder value

Higher business efficiency

Effective sale of services

Reliable and secure
functioning and

the innovative development
of power grid facilities

Development

and high performance
of the management
system

Higher performance
of human capital assets

® The well-balanced development of the Company;

¢ Increased investment appeal of the Company;

¢ Absolute monopoly in the power grid market in those regions
in which the Company operates.

® Higher productivity of capital resources;
¢ Higher business performance.

¢ Highly efficient sales of power supply services;
® Business development;

¢ Increased energy efficiency of the business;

o Satisfying the demands of the customers.

o Efficient and reliable functioning of power grid facilities at a standard
service level;

o Effective and innovative development of the power grid providing
technological capabilities to render power grid services.

¢ [T infrastructure compliance with business process requirements,
subject to the efficiency thereof;
o Efficient functioning of the Company’s business process system;
o Efficient functioning of the Company’s project management system;
* Knowledge base operation and development in compliance
with the Company’s corporate strategy.

¢ Higher performance;

® Positive corporate environment ensuring the retention
and development of the Company’s personnel;

e Security and occupational safety.

The power security, high performance, and investment appeal priorities form the basis of the Company’s corporate

strategy for 2010-2030.

Power grid complex efficiency is a ratio between the functioning benefits and the resources used. It is an integrated
category that depends upon the integrity of assets, transfer capacity, and resource conservation.
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Power system reliability shall mean the protection of the regions of responsibility, the population thereof, and the economy
from any threats to reliable power supply. These threats depend upon both external forces and the status or functioning

of the power industry in the respective region.

The main idea consists in prioritizing the tasks related to the enhancement of the efficiency of investments in new
construction, upgrades, and the retrofitting of power grid facilities, subject to the strict observance of power supply

reliability standards.

Along with the absolute reliability of financial and economic priorities and such factors as security, the meeting of consumer
requirements, and the image and reputation of the Company, there exists a need for the sustained development of the

Company with due regard to the requirements of supervisory authorities.

Pursuant to the Company’s mission and given the strategic analysis of both internal and external factors carried out by
the Company’s management, strategic benchmarks have been identified for the purpose of the Company’s subseguent

development. In particular, this will be achieved by employing the Company’s strengths and external opportunities.

Opportunities (external factors) Strengths (internal factors)

e Cost reduction and the extension of the terms of the
Company’s debt financing through long-term loans;

* Integrated pricing policy;

e Transfer to a RAB-based tariff regulation system;

e Enhanced interest expressed by institutional lenders
and stock market participants with respect to power grid
companies;

¢ Public policy aimed at increasing economic performance
(in terms of energy conservation and efficiency);

e | egal right to be treated as a last resort provider;

e Eventual development of a market for an extra power grid
(by services), a power supply, or billing services;

e Ongoing upgrades of technologies and production facilities
in the market;

¢ Interest expressed by investors; availability of potential
for increasing the Company’s share price vs. similar foreign
companies.

* Monopoly or dominant position in the regions in which the
Company operates;

e The Company’s units are ‘boiler owners’ in their regions;

e Centralized planning and cash management system;

¢ High financial soundness of the Company;

® High credit rating and good credit history;

e Centralized major purchases to meet the Company’s needs;

¢ Availability of a developed network of customer service
centers;

e Partnership relations with higher and specialized secondary
educational establishments;

¢ High corporate governance rating;

¢ Availability of highly-qualified engineers and technical experts;

e Expertise in applying RAB-based methods in the regions in
which the Company operates;

e Support of regional authorities in those regions in which the
Company operates;

* Qualified manager team.

STRATEGY
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The Company’s management specified the strategic goals of IDGC of Centre within its development priorities for the
period up to 2030. The Company's strategic development shall be managed within a matrix system comprising the
following six target management subsystems (TMS);

A - 1D6C

TMS: Key Business
Processes

TMS: Customers

TMS: Finance

TMS: Management
System

TMS: Growth
and Pricing

TMS: Personnel
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 [nvestment program (capital investment equal to
RUR 12.2 bIn; 1,050 MVA and 4.2K km of power lines
introduced into service);

¢ Maintenance program (101% implemented in terms
of monetary value);

¢ Targeted management model applicable to the process
system established;

¢ Business asset management techniques.

e As of 1 January 2011, all units of the Company (as well as
Yargorelectroset JSC, a wholly owned subsidiary thereof)
transferred to an advanced RAB-based tariff regulation
system;

e Connected capacity of 582.3 MW.

¢ Ongoing implementation of a program providing
for the introduction of a cost management system
in the Company’s units;

e Strategic financial model of the Company’s business
put into operation;

® Higher national credit rating (up to AA- level).

* An automated budget management system integrated
with the business planning system was introduced
by the Company;

e Customer relations automated within the corporate
information system; intersystem integration provided.

* Power grid facilities consolidated in the regions in which the
Company operates; fixed assets amounting to RUR 0.546
bin; a 100% share in Yargorelectroset JSC (RUR 1.1 bin);

e On 25 January 2011, the corporate governance rating was
increased by RID-Expert-RA to the 7+ level;

* Higher stock market performance (capitalization +63%;
spread decreased to 0.3%; shares of the Company were
included in the RTSeu).

e Comparative analysis of business carried out by the
Company and foreign peers (benchmarking), particularly
in terms of structure and personnel operating expenses.

2011-2013

Planned

¢ Capital investment equal to RUR 17.7 bIn; 1,351 MVA and
3.6K km of power lines to be introduced into service in 2011;

® Business and non-core asset management system to be
introduced;

¢ Share of economically attractive investment projects
in the Company’s investment portfolio to be increased;

* Asset management techniques to be introduced (decreasing
the risk of a failure of production facilities).

¢ Approaching the market with services related to higher energy
efficiency for utility consumers;

* Marketing system related to the introduction of primary and
ancillary services;

e Company’s energy efficiency management system developed
and introduced.

¢ Higher international credit rating by Standard&Poor’s

¢ ARIS PPM business process control system to be introduced;

 [nnovative management system to be developed and
introduced;

¢ Knowledge management system to be developed and
introduced;

* Automated project activities.

¢ Pursuing the Company’s policy aimed at increasing the market
share in the regions in which it operates;

¢ Higher stock market performance and increased investment
appeal (in particular, due to enhanced transparency and the
corporate governance system).

¢ Introduction of an automated distance training system;

¢ Introduction of a knowledge and qualification evaluation system
applicable to key personnel and the skills pool;

¢ Personnel motivation system development.



An electrician of Bryanskenergo, branch of IDGC of Center, JSC, checks the bolt joint of the bearing support
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The control room of the Grid Control Center of Orelenergo, branch of IDGC of Center, JSC
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5. Description of Business

Market

Review of Macroeconomic Factors that Influence the Industrial Economy

The power industry is one of the leading industries in the Russian economy, the share of which is approximately 10%
of the country's GDP. The industry is of vital importance for the efficient development of the Russian economy, and
everything happening in the Russian power industry touches practically upon all branches of the national economy.

Firstly, a number of factors determining the state of the economy as a whole, and therefore, influencing the power industry
as well, should be noted:
¢ Oil price dynamics (according to the forecast of the Ministry of Economic Development, the level of prices
for oil in 2011-2012 will not significantly change, with the amount expected to be approximately USD 60/barrel);
¢ The Producer Price Index (an 8% growth rate per year is forecasted);
e Arise in the interest rates for credit funds (their gradual reduction against the background of a credit risk reduction
by 2012 is forecasted).

Furthermore, there are certain factors specific to the power industry.
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Factor ranking

Order of precedence

Description

Current status

Measures aimed

at mitigating
consequences (subject
to the availability of the
respective capabilities)

DESCRIPTION OF BUSINESS

5 [Most important]

State power transmission tariff regulation system

Power supply through distribution grids as well as the
technological connection thereto is a publicly regulated
business. Therefore, approval of the Company’s service
fees by supervisory authorities has a direct impact on the
volume of its proceeds. Even with a transfer to a RAB-
based tariff regulation system, respective authorities retain
their role in the tariff-making process.

Furthermore, the Government of the Russian Federation
currently pursues a policy providing for control over any
rise in tariffs applicable to the products and services of
natural monopolies. Tariffs below an economically feasible
level (when a transfer to a RAB-based tariff regulation
system determination results in a rate of return below
the mid-market rates applicable to debt financing) will
result in a shortfall in current business and the Company’s
investment program funding.

The Company cooperates with the Federal Tariffs Service
and those supervisory authorities responsible for tariff
regulation in the constituent entities of the Russian
Federation in order to provide an economic assessment
of the expenses included in the tariffs. Furthermore, it
develops and seeks the approval of long-term regional
development programs applicable to the territories in
which the Company’s units operate by regional and
local authorities, subject to the execution of agreements
specifying, in particular, the scope of investment program
financing by various sources.

Power consumption history

A reduction in energy consumption affects the industry situation.

In 2010, power consumption in general throughout Russia totaled
1,009.2 bln kWh, thus being 4.3% higher than in 2009. This primarily
resulted from the improved economic environment in the country
upon termination of the world economic crisis, and accordingly,
increased power consumption by major users (as well as higher
volumes of technological connections to power grids). According
to numerous expert estimates, in 2011 the economy is expected to
achieve the pre-crisis level. However, according to the Ministry for
Economic Development and Trade and Minenergo of Russia, the
country will experience power consumption increases equal to only
0.4-0.5%.

The Company undertakes certain measures aimed at diversifying
the set of services provided by the Company to power users.

Inflation

A changing consumer price index
has a certain impact on profitability
throughout the industry, and as a
result, on financial standing and the
capability to perform obligations. Such
an impact is obvious, in particular, in
regulated markets and combined
with the pricing policy pursued by the
government.

According to most experts, the
economic crisis, which at most could
have an impact on the inflation rate in
Russia in 2011, has come to an end.
In 2011, the Ministry for Economic
Development and Trade forecasts
inflation in Russia at a level of 8-9%,
which is thus not critical for the
industry.

The Company is not able to impact this
factor.

Federal Law No.261-FZ, On Energy Conservation,
Higher Energy Efficiency and Amendments to
Certain Regulations of the Russian Federation,
of 23 November 2009

Adoption of the energy efficiency law will result
in a considerable reduction of power consumption.

Adoption of the energy efficiency law provides for lower
nation-wide power consumption. According to various
experts it will equal 10%.

The Company implements a program ensuring the
integration of regional and municipal grid assets, as well as
the diversification of the Company’s business in terms of
the scope of services rendered, with subsequent access
to the market of services related to energy efficiency and
conservation.

1 [Least important]

Current status of the industry itself

The situation throughout the industry has a direct impact
on any and all activities of the Company.

Material depreciation; By 2020, withdrawn generating facilities
may total 75% of installed capacity.

An acute shortage of investments throughout the industry will,
up to 2020, require a total of RUR 20.695 trn according to the
master plan for the location of power facilities. The Government
is not able to invest such funds in the development of the
power industry. However, due to the current level of financial
non-transparency, low profitability and inefficient management
in most energy utilities, the attractiveness of the industry for
private investors remains very low.

The problem of default in payments still exists.

An inefficient tariff policy is pursued, resulting both in the
downward bias of financial performance (cost-plus pricing)
and in real losses incurred by certain companies.

Introduction of an advanced and efficient RAB-based tariff
regulation system;

As of 31 December 2010, such a system has been put into
operation in seven units of the Company: Belgorodenergo,
Bryanskenergo, Kurskenergo, Lipetskenergo, Orelenergo,
Tverenergo and Yarenergo. As of 1 January 2011, it shall be
launched by all units of the Company. A RAB-based system
will allow the Company to mobilize additional funds in order
to implement the Company’s investment program, which
is aimed at lower depreciation levels and at providing new
capacities to meet the needs of the country’s expanding
economy. Furthermore, the Company’s units currently
implement a program providing for the introduction of a cost
management system and up-to-date management tools, as
well as the automation of key functions, in order to increase
the efficiency of managerial decisions.
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Currently, the target market of IDGC of Centre is restricted
to 11 regions in which the Company’s units are located.
There are two groups of services rendered in the electric
power distribution market; namely, electric  power
transmission and technological connection.

Company’s Business Model

Regulations for Electric Services related to electric power

Federal Tariffs Power Transmission transmission and technological
s . and Technological connection

ervice Connection Tariffs

_’l A - IDGC —> POWER USERS

Regional regulating
authority (Regional Order Payment
Energy Commission)

Electric Power Transmission Market

The Company is the natural monopoly for power transmission within its regions. The Company’s units take the dominant
position in the regional markets for power transmission services, serving as the grid companies of the first level.

However, in a number of the regions of the Company’s electric power transmission services, there are other regional grid
companies which provide similar services for electric power transmission.

Technological Connection Market

IDGC of Centre covers approximately 88% of the electric power market within the territory in which it operates (in terms of
nominal units). Territorial grid organizations (TGO, MUE) are the principal competitors of the Company in the technological
connection market of the Bryansk, Voronezh, Kursk, Lipetsk, Orel, Tambov, Tver and Yaroslavl regions.

In the Belgorod, Kostroma and Smolensk regions, where city power grids are under lease or the ownership of IDGC of

Centre, the Company controls a 100% share of the market (net after taking into consideration those large consumers that
have their own power grids).
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Core Business

The table and chart below show the revenue breakdown by the main operating activities for 2008-2010
(RUR blin; net of VAT).

2008 2009 2010
Revenue, inc. 43.554 49.053 60.405
Power transmission 40.2 46.9 57.563
Technological connection 2.774 1.646 2.186
Thus, IDGC of Centre is engaged in the following core lines of Revenue by types of business, RUR bin
business:
* Electric power transmission, with proceeds in 2010 equal to 95.3% ” W Froceeds from
of the total revenue; 50 RUR BN

¢ Technological connection of users to power grids, with proceeds in
2010 equal to 3.6% of the total revenue.

7] Proceeds from
technological
connections, ons,
RUR bin

40

30

[ Proceeds from
electric power
transmissioission,
RUR bIn

Information describing the Company’s share for each segment, sales
volumes, pricing (tariffs), proceeds, production costs, and profit may

be found below in order to evaluate the Company’s business in these 10
respective areas of activity.

20

2008 2009 2010

Electric Power Transmission
16%
REVENUE
In monetary terms, the Company’s share in the electric power transmission market OF TGOs

is 83.6%. In 2006 and 2007, this indicator was an expert estimation. From 2008
on, IDGC of Centre knows exactly its share in the power transmission market, as
a new settlement method has been introduced in all of the regions, meaning that
payments to other TGOs pass through the transit accounts of IDGC of Centre. 84%

COMPANY
REVENUE

The revenue of IDGC of Centre from power transmission services in 2010 amounted
to RUR 57.563 bin net after VAT, including the revenue of other TGOs. In 2010,
the revenue of other TGOs that had passed through transit was equal to RUR 9.4
bln, while the Company’s own revenue for power transmission services in 2010
amounted to RUR 48.1 bin.
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2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Share in the power transmission market, % 83.6% 83% 83.6% -1% 0.7%

Volume of Services
The amount of power transmitted by IDGC of Centre in 2010 totaled 56 min kWh. In 2010, there was a productive supply
increase compared with the previous year caused by a rise in power consumption by industrial users, electric transport

companies and utilities (in particular, resulting from abnormal weather conditions in 2010).

Amount of power transmitted, K kWh

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Productive supply by IDGC of Centre, K kWh 56,618,410 53,129,162 56,028,926 -6.16% 5.46%
Productive supply net after TGOs, K kWh 54,408,393 50,845,060 53,355,758 -6.55% 4.94%

For more details conceming the scope of power transmission services in 2008-2010 by the Company’s units, see Annex
3 hereto.

Tariffs for Electric Power Transmission

Tariffs are established by regulatory bodies (i.e., the Federal Tariff Service of Russia, hereinafter referred to as FTS, and
regional regulatory bodies, hereinafter referred to as REC (Regional Energy Commission). Up to 2009, a method of
economic feasibility (“expenses plus”) was applied to control tariffs for all grid organizations. Since 1 January 2009, a new
method, the return on invested capital method (RAB), has been introduced. As of 1 January 2011, all of the Company’s
units transferred to this tariff regulation system.

Average Tariffs of the Company for Power Transmission Services Net After Expenses Incurred by Other
TGOs

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Average tariff of the Company, 60.00 74.23 88.80 23.7% 19.6%

kopecks/kWh

94

In 2010, the average tariff of IDGC of Centre grew by 19.6% when compared with 2009, both as a result of the transfer of
four branches to a RAB-regulation system and compliance with long-term regulation specifications by those units which
transferred to a RAB-based system on 1 January 2009.
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Average Tariffs of the Company for Power Transmission Services Inclusive of Expenses Incurred by Other TGOs

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Average tariff of the Company, kopecks/ 74.96 91.80 111.22 22.5% 21.2%*

kWh

* The advanced growth of tariffs of IDGC of Centre for electric power transmission services, including the expenses of other
TGOs when compared to its own tariffs, is grounded by changes in the contractual relation scheme for the Kurskenergo
branch in 2010. Thus, up to 2010 there were two organizations in the region that col-lected customers’ payments and which
transmitted the obtained funds to other TGOs. Since 2010, the IDGC of Centre Kurskenergo branch is one such organization.
In this connection, the revenue transit portion that the branch distributed among TGOs grew, and therefore, the tariff for electric
power transmission services, including the expenses of other TGOs, has grown by advanced rates as well.

Revenue Company revenue, RUR bin

In 2010, the Company’s revenue totaled RUR 57.56 bin. As of 2007, a new
settlement system applicable to power transmission payments has been 50
introduced within the territories in which the Company operates. Therefore,

any payment for services rendered by third-party grid companies shall

be made through the bank accounts of IDGC of Centre. Since 2008, all 30
regions have transferred to the foregoing settlement system. In 2010, the

transit revenue of other TGOs totaled RUR 9.4 bIn, while the Company's

eamings from power transmission services were equal to RUR 48.1 bin, 10
thus increasing by 23.8% compared to the same indicator in 2009.

2008 2009 2010

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Revenue, inc. 40.2 46.9 57.56 17 23.1
Company’s revenue 33.5 38.9 48.1 16 23.8
Company' revenue share, % 83.3 82.9 83.6 — —
Revenue of TGOs 6.7 8.0 9.4 19.4 17.5

The higher eamings from power transmission services in 2010 result primarily from the increased scope of the foregoing
services (by 2,510.7 min kWh, or 4.94%) as compared with the previous year.

Expenses

Electric power transmission costs consist of non-controllable expenses, such as payments for the services of the Unified
National Power Grid (UNPG), payments for the services of outside grid organisations (which are really the revenue of other
TGOs which go through the transit accounts of IDGC of Centre), expenses for losses, and controllable expenses upon
which the Company’s management can affect.

The main controllable expenses include materials and electric power for pro—~duction needs, production work and services,
salary expenses, and charges on the salary fund.
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Prime Cost of Electric Power Transmission, RUR blin

Controllable expenses

2008 2009 2010
Prime cost of core activities 37.072 42.725 50.473
Non-controllable expenses 18.439 22.616 29.688
Payment for UNPG services 6.383 7.844 11.014
Payment for services of third-party grid companies 6.631 8.014 9.444
Indemnification of losses 5.425 6.779 9.230
Controllable expenses 18.633 20.109 20.785
Materials, electric power for production needs 1.787 1.757 1.991
Production work and services 2.789 1.9083 0.951
Salary expenses 4.894 5.789 7.324
Charges on the salary fund 1.236 1.380 1.845
Other expenses in the prime cost 7.927 9.279 8.675
Prime cost net of payment to TGOs 30.441 34.711 41.030
| LT T T 1 Cost structure in 2009
Other expenses : : 18% : (power transmission
in the prime cost | 1 Payment for UNPG services | services), %
| T 1
‘ | 19% 1§
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The higher prime cost in relation to the Company’s core activities in 2010 mainly results from increases in non-controllable
expenses. When compared with the most recent reporting period, such expenses increased by 31.3% due to rising
expenditures in relation to the following: payments for UNPG services, tariff increases, and rising expenses with respect
to the acquisition of power to set off losses.

The indemnification of losses is one of the principal cost items of the Company. In 2010, losses totalled 10.01%, while
indemnification was equal to RUR 9.23 bin net after VAT. When compared with 2009, electric power losses showed a
decrease of 0.10% due to higher power consumption by utilities, large-scale industry, and electric transport companies
that comprised the principal high-voltage power consumers as a result of abnormal weather conditions in 2010.

Therefore, the percentage of productive high-voltage supply increased. Due to the technological characteristics of such

a power supply, any high-voltage power grid provides for lower power losses. The Company managed to identify and
invoice unaccounted non-contractual consumption. As a result, the foregoing losses totaled 9.91%.

Power Losses

2008 2009 2010
Actual power losses, % 9.40 10.11/9.93¢ 10.01/9.91*
Estimated power losses, % 9.47 9.96 10.03

* Subject to unaccounted non-contractual consumption invoicing

For more details conceming losses by years (2008-2010) and the Company’s units, see Annex 3 hereto.
Profit and Losses

Profit/Losses from Power Transmission Services, RUR bin

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Net profit, inc. 874 1,325 4,713 52 256
Power transmission -964 325 3,147 — 867
Share of power transmission in net profit, % — 24.6 66.8 — —

In 2010, the Company’s net profit from its principal line of business (power transmission) totaled RUR 3,147 min. This
profit increase of 867% when compared with 2009 results from higher volumes of transmission in the reporting year, as
well as the transfer of four more units of the Company to a RAB-based tariff regulation system.
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Energy Conservation and Efficiency

IDGC of Centre takes effective measures to ensure energy conservation and higher energy efficiency. The Company
implements an energy conservation program comprising the following:

e Electric power metering systems and a facility retrofitting program;

® Measures aimed at reducing power grid losses;

* An action plan ensuring the upgrading of energy supply metering systems.

Pursuant to the aforesaid energy conservation programs, the Company employs the following targets:
e Power loss reduction;
¢ Resource consumption for business needs (including by resource types);
e Equipment subject to business needs (including by resource types);
¢ The availability of energy accounting meters in the retail market.

IDGC of Centre on an ongoing basis takes measures aimed at reducing power losses. The table below shows the scope
and efficiency of such measures.

Measures to Reduce Power Losses

Measure Annual loss reduction due to the respective
measures taken, K kWh

Total 203,171.92

1. Organizational arrangements 190,458.40

2. Technical arrangements 8,363.15

3. Improvement of power accounting and technical record keeping 4,350.37

In 2010, due to the aforesaid measures aimed at reducing power losses, the cumulative effect totaled 62.2 KWh min, or
0.10% (this is calculated as a difference between the actual losses in 2009 (%) and the same losses in 2010 (%) in relation
to the actual supply within the grid in 2010).

In 2010, the Company’s targeted losses were equal 1o 10.03%, taking into account that the year-end actual losses totaled
10.01%. Therefore, the Company complied with the loss reduction program for 2010.

In 2010, in monetary terms the cumulative economic benefit from the foregoing program implementation was equal to
RUR 326 min, taking into consideration the fact that the expenses incurred by the Company in order to take the specified
measures amounted to RUR 529.9 min (as part of the investment program).

For more details concerming the aforesaid measures, see Annex 3 hereto.

For information concerning the availability of energy accounting meters at production and business delivery points in
2010, see Annex 3 hereto.
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The table below shows the actual consumption of energy resources by the Company in 2010 in relation to production
and business needs.

Unit of 2010
measurement Estimated Actual
3 4 5
1. Energy supply under sales contracts, total K RUR* 487,135 468,081
1.1. Electric power K RUR 400,955 388,363
K kWh 144,103 139,623
1.2. Thermal power K RUR 67,961 62,451
Gceal 58,655 56,010
1.3. Cold-water supply K RUR 11,110 10,365
K'm?3 546 546
1.4. Hot-water supply K RUR 1,068 548
Km? 67 8
1.5. Gas K RUR 6,042 6,353
Kmé 1,723 1,581

* K RUR, VAT included

In 2010, the Company also employed the following:
* Automobile gasoline of all types: 17,888,261.171, amounting to RUR 371,803,849.17 (VAT included);
e Diesel: 4,421,171.10l, amounting to RUR 67,183,743.53 (VAT included).

IDGC of Centre failed to use any other resource of any type (nuclear or electromagnetic energy, oil, FU, coal, slate coal
or black dirt) in the reporting year.

In 2010, the Company spent RUR 5.635 min (net after VAT) to arrange for power resource accounting (the procurement
and installation of equipment; employment as fixed assets). For more details conceming the financing of power resource
accounting during the reporting period, see Annex 3 hereto.

Technological Connections

In 2010, the Company’s share of the technological connection market (according to an expert evaluation by the Company’s
management) increased to 88% in terms of nominal units. This growth when compared to previous years results from the
execution of technological connection contracts within the area of operation of adjoining grids, the integration of municipal
power grids, and the recording of ownerless power grids identified through the annual inventory control of the Company’s

property.
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Technological Connections

12%

OTHER

The principal competitors of the Company in the market are territorial
grid organizations (TGOs, municipal unitary enterprises) operating
in Bryansk, Voronezh, Kursk, Lipetsk, Orel, Tambov, Tver and the
88% Yaroslavl regions. In the Belgorod, Kostroma and Smolensk regions,
COMPANY'S in which the municipal power grid is leased or owned by IDGC of
SHARE Centre, the Company has a 100% market share (taking into account
those major users having their own power grids).

Market Share
2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Share of the technological connection 80 85 88 6.25 3.53
market, %

Sales Volumes

The scope of the technological connection market depends upon the current condition and development plans of the
regional economies wherein the branches of IDCG are located. Considering the necessity for the construction of new
facilies when consumers connect to the grid, certain connection projects can take one to four years to complete. In
2010, the scope of ca—pacities connected (i.e., under agreements completed in 2010) totalled 582 MW, thus increasing
by 31% the scope from the previous year. This is due to the connection of a great number of privileged consumers
(individuals with a maximum domestic load of 15 kW, and legal entities and individual entrepreneurs with a maximum
load of 100 kW, subject to the previously connected capacity of Reliability Group Ill) and major users, as well as the
implementation of large-scale investment projects providing for individual payment schemes in 2010.

Scope of Technological Connection, MW

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
479.84 445.62 582.28 -7.13 30.67

Tariffs for Network Connections

The amount of the charge assessed for establishing network connections is established by a regional regulating authority
(Regional Energy Commission), pursuant to the Methodological Instructive Regulations of the federal regulating authority,
the Federal Tariffs Service of the Russian Federation (Order No.365-e/5 of the Federal Tariffs Service of the Russian
Federation of 30 November 2010, On the Approval of the Methodological Instructive Regulations for Determining the
Amount of the Charges for the Technological Connection to Power Grids).
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The charge for a technological connection should reimburse the economically feasible expenditures for the arrangements
to make a network connection of a facility to the power grids through the computation of the minimum regulated revenue
(MRR) for the technological connection. As of 1 January 2011, the fee for a technological connection includes those
expenses to be incurred in relation to the construction of power grid facilities (from existing power grid facilities to connected
power receivers and/or power industry facilities (final mile)). The expenses incurred by grid companies with respect to the
development of existing facilities, including adjoining grid de-bottlenecking, shall be included in the power transmission
service fee.

In the event that any connection requires the construction or reconstruction of any power grid facility not included in the
investment programs for the respective regulation period approved by the regional authorities, the grid company shall
apply to the REC in order to calculate the fee for a technological connection for an individual project.

The fee for technological connection shall include expenses to be incurred with respect to construction of power grid facilities
(from existing power grid facilities to connected power receivers and/or power industry facilities (final mile)). Expenses
incurred by grid companies with respect to development of existing facilities, including adjcining grid debottlenecking,
shall be included in the power transmission service fee.

Average/Estimated Fee* for Technological Connection
(Based upon the Company’s Current Rates as of Year-End) RUR/KW

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
14 822 7 831 7 353 -47.2 -6.1

* The average fee does not include any payment for a technological connection by privileged consumers (individuals with a
maximum domestic load of 15 kW as provided for by Resolution No.119 of the Russian Government of 14 February 2009 for
individual connections). Privileged consumers shall pay RUR 550 (VAT included) for a technological connection up to 15kW.

The material condition causing a reduction in the Company’s average fee for a technological connection in 2010 was
the transfer to a RAB-based tariff regulation system by seven units of IDGC of Centre (Belgorodenergo, Bryanskenergo,
Kurskenergo, Lipetskenergo, Orelenergo, Tverenergo and Yarenergo), as well as the step-by-step exclusion of funds
required to reimburse expenses related to the development of existing facilities from the fees for technological connections.
As of 1 January 2011, such expenditures are included in the tariffs for power transmission services, pursuant to Federal
Law No.35-FZ, On the Power Industry, of 26 March 2003,

Revenue from Technological Connections

In 2010, the Company’s revenue from technological connections increased when compared with 2009, primarily resulting
from the execution of large-scale technological connection contracts during the reporting year.
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Revenue from Technological Connections in 2008-2010, RUR bin

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
Technological connections 2.774 1.646 2.186 -40.66 32.8

In 2010, the Company's obligations related to the connection of new consumers and included in the net profit in its
accounts totaled RUR 1,567 min.

Overall Obligations of the Company Related to Technological Connections and Included in the Net Profit
in Its Accounts, RUR min

2009 2010 Growth rate, %
2009/2008 2010/2009
Net profit, inc. 874 1,325 4,713 52 256
Technological connections 1,838 999 1,567 -46 57
Technological connection share of profit, % — 75,4 882 — —
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Due to the exclusion of the investment component from the fees for technological connections, revenue from technological
connections provided by the Company will henceforth decrease on an ongoing basis.

Other Activities

Pursuant to strategic programs aimed at enhancing the Company’s share of the market for ancillary power grids and
other services within the territories in which the Company operates, the Company intends to continue the development
of value-added services. In 2010, revenue from other activities totaled RUR 930 min, showing an increase of 8% when
compared with 2009.

Value-added services rendered by the Company in 2010 include seven principal and fifteen related services. Other
activities of the Company include revenues from providing the following optional services:

¢ Civil and installation work;

e Operational services;

e Industrial services;

e | easing of property;

e Other activities unregulated by law.

The principal value-added services are as follows:
¢ Design, construction, operation and maintenance of exterior lighting networks;
e Operational and technical control and servicing of 110-0.4 KV power grids, including consumer networks and third-
party power grids;
¢ | iberalizing land utilization;
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e The design, installation, replacement, putting into operation, and maintenance of automated informative electric
power accounting systems, including any component thereof;

e The maintenance, repair and putting into operation of electric systems;

® Design of metering systems; the installation and checking of metering units;

e The carrying out of work to be performed by the customer when providing technological connections.

Revenue Growth Dynamics when Compared with the Previous Period, %

2008 2009 2010 Growth rate, %
2009/2008 2010/2009
0.514 0.860 0.930 67 8

The portion of revenues from other activities is reflected in the financial statements in the line, “Eamings from the sale
of other goods, production work, and services”. This line includes the following kinds of activities: civil and installation
work, operational services, and industrial services. Revenues from the leasing of property, as well as revenues from other
activities unregulated by law, are reflected in the financial statements on line 090 of Form 2, “Other eamings’”.

Continuing the work commenced in the previous year, in 2010 the Company (in addition to organizational arrangements
within the Development of Value-Added Services business process) was engaged in the following:
e Expanding the list of standard contracts for value-added services, thus allowing the Company to execute such
agreements in an expeditious manner;
® Developing and introducing marketing and customer service techniques applicable to consumers executing
agreements for exterior lighting and consumer network servicing, thus making it possible to show a growth in income
of 28% when compared with 2009;
¢ Offering consumers the opportunity to take advantage of integrated services, including the installation, replacement
and checking of metering units.

For the purpose of improving and enhancing the Company’s integrated service system on an ongoing
basis, a customer support unit was established in IDGC of Centre.

The Company has approved and complies with the Regulations for Handling Customers’ Claims. Furthermore, the Customer
Support Standard has been introduced in the Company by Resolution No.19/09 of the Board of Directors of 20 November
2009.

The integrated customer support system of the Company provides for both on-site and remote services. The former is ensured
through the face-to-face cooperation established between the Company’s personnel and the customer within Customer Support
Centers (CSC) and distribution zones.

CSC units process customer applications related to power consumption, technological connections, the transmission and
distribution of electric power, and community charges, as well as establishing a comfortable and convenient environment for a
higher level of cooperation and performance of the service. As of 1 December 2010, the Company had 34 CSC units. One unit
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was established in 2010 in Konakovo (Tver Region). At the beginning of
2011, two more units were opened, in Gagarin (Smolensk Region) and
Kimry (Tver Region).

CSCs are aso available through the Company's website at http://
www.mrsk-1.ru/clients/client/, where customers may ask
questions in which they are interested, execute a preliminary application
for a technological connection, notify the Company of a power theft, and
consult or obtain any information conceming the services rendered by
IDGC of Centre.

History of CSC establishment in the regions of operation of IDGC of Centre

KLINTSY
GUBKIN VORONEZH
BRYANSK KURSK
KOSTROMA ELETS SMOLENSK
LISKI SMOLENSK (SECOND CSC)
BORISOGLEBSK ~ OBOYAN DANKOV
KALACH SCHIGRY SHARYA DANILOV
STARY OSKOL ~ LGOV TAMBOV NEREKHTA RYBINSK
VALUIKI ZHELEZNOGORSK ~ POCHEP LIPETSK BEZHETSK GAGARIN
BELGOROD OREL ROSTOV VELIKY ~ TVER TORZHOK YAROSLAVL KONAKOVO KIMRY
06 2007 2008 2009 2010

Long-Term Development Program

Pursuant to Resolution No.823 of the Russian Government, On the Policies and Programs for the LLong-Term Development
of the Power Industry, of 17 October 2009, the respective work aimed at ensuring the long-term development of the
constituent entities of the Russian Federation is carried out in the regions of the Company’s operation, based upon the
programs of development for the power industries of the constituent entities of the Russian Federation.

The foregoing programs cover all grid and generating companies operating in the power market of the respective constituent
entities. The development of a policy and program of power industry development is a strategic issue requiring integrated
support by all power companies. In addition, within a RAB-based tariff regulation system, a feasibility study shall be of
high priority, to be based upon the aforesaid policies of long-term development, an asset management system, the target
programs and the program of development of the unified electric power system of the country.
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Pursuant to resolutions passed by the administrations of the Bryansk, Kursk, Orel and Yaroslavl regions, IDGC of Centre
was authorized to act as a coordinator for developing policies and programs for power industry development throughout
the respective constituent entities of the Russian Federation. Coordination Committees have been established by the
administrations of the constituent entities of Russia engaged in the execution of policies for power industry development
and comprising personnel of the Company’s units.

In 2010, proper programs have been developed in all of the regions of the Company’s operation.

Currently, the adjustment of the system providing for proper cooperation is ensured, with the Company heading the
process. In 2010, a total of 51 meetings were held, with the agenda covering development policies and involving the
constituent entities of the Russian Federation, municipalities, and representatives of the Company’s units.

Concering municipalities, long-term development programs (0.4-35 KkV) are being prepared for major power centres

(urban districts, major municipalities). Currently, all of the Company's units have developed such policies.

Next year, the Company intends to carry out the following work in relation to the aforementioned issues:

e Exercise control over operations by all participants in the regional power market in relation to thd execution of paolicies
and programs for the development of the constituent entities of the Russian Federation;

e Synchronize the operations of grid companies in terms of their scope and term, for the purpose of the regional
economy’s development;

e Cooperate with authorities in the regions of the Company’s operations and provide for measures aimed at executing
policies for the long-term development of the power industries in the constituent entities of the Russian Federation, to
be included in regional development programs in order to identify potential areas of location for the Company’s units
over the long term.
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6. Introduction of RAB

In 2010, all of the Company’s units, along with Yaroslavskaya Gorodskaya Electroset Open
Joint-Stock Company (Yargorelectroset JSC), a wholly owned subsidiary of the Company,
transferred to an advanced RAB-based tariff regulation system.

The invested capital profitability method (RAB — Regulatory Asset Base) is a method of regulation for infrastructural
monopoalies that is conceptionally new to Russia, and which provides investors with long-term and transparent “rules
of the game”.

RAB regulation is a system of price formation based upon long-term tariff regulations aimed at the attraction of investments
to construction and upgrade the network infrastructures and stimulate increasing levels of efficiency for expenses by
network organizations. This worldwide practice enjoys a considerable and rather successful track record of RAB application
in the regulation of other branches experiencing a limited amount of competition. This method was initially developed and
applied in the United Kingdom, but currently, RAB regulation is widely employed throughout the world.

By the mid 1990s, a RAB-based system was put into operation in Western Europe, Canada, the USA and Australia.
In 2002, this tariff regulation technique was applied by Poland, Bulgaria, Hungary and a number of other European
states.

The cost-plus-tariff calculation method previously applied by power distribution grids uses the actual expenses incurred
by the company during the recent year and in its investment program. However, within a market-pricing system and on
the competitive market, companies strive to reduce their costs (thus, to increase their earnings), while within a cost-plus-
tariff regulation system there is no such interest, since the expenses of the company are included in the service fees or
tariffs to the fullest extent. Additionally, this method provides for no relationship between the service fee and the quality of
the services delivered.

The regulatory-asset-base tariff calculation method developed at the turn of the 1980s t01990s made it possible to
launch investments not subject to the multiple growth of consumer tariffs. The main principle behind this methodology
is to provide for the return of funds invested into the company assets within the established period and by the receipt
of normalized income. The norm of profitability defined by the state should correspond to the level of risks taken by the
network companies, and improve the attractiveness of the branch to investors.

Structurally, the minimum regulated revenue amount includes the operational expenses of the company, assets for retuns
on joint-stock and borrowed capital, and assets for the payment of an income for the invested capital basis. The main
issue, which can be influenced by network companies, is the operating expenses (hereinafter, OPEX). The base level
of the OPEX is established by a method of economically based expenses. Upon doing so, the index of any change in
the operating expenses (X-factor 1), formed upon the basis of benchmarking and an analysis of any deviations from the
activity indicators of the best companies, is taken into consideration.

INTRODUCTION OF RAB
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Components of Required Gross Receipts (RGR), RAB-based system

Regulated capital base Required gross receipts

-
I
_>: z“l\:YI?II\\IESTED — To be specified over the long-term

CAPITAL (basic level; economically feasible expenses)

INITIAL BASE OF INVESTED
CAPITAL

v

RETURN Reduced at the rate specified by
ON INVESTMENTS — the regulator (OPEX efficiency index
of 110 2.5%)

— Consumer price growth index

OPEX (excluding the amortisation of interest
on loans, and payments to the Federal Grid
Company and other grids)

NEW INVESTMENTS

Payments to the Federal Grid Company
and other publicly regulated expenses

Fixed assets put into operation as provided by the approved investment
program

The cost of asset replacement calculated by independent appraisers,
subject to wear and tear

Advantages of a RAB-based system

The principal advantages of a transfer to a new tariff regulation system are specified below.

1. Stable and predictable “rules of the game” for a long-term perspective: According to the RAB method, tariffs are

established for three years during the first regulation period (subject to an eventual extension of two years) and for five
years for subsequent periods. This increases the “transparency” of tariff regulation, and reduces the investors’ risks.
Investors obtain a guaranteed return on their investment.
Companies, in tum, obtain the opportunity to receive large-scale investments with the simultaneous prevention of a
drastic growth in tariffs. The regulator calculates the companies’ tariffs in such a way that they have the possibility of
gradually, over a period of several years, retuming the invested assets, along with interest on the invested capital, by
an analogy with mortgage lending.

2. Furthermore, the new method stimulates companies to economize on expenses, as the system sets an economically
Substantiated rate for the obligatory decreasing of expenses. In the event that the company during the course of its
activity has achieved a larger decrease relative to the regulated level, the corresponding economization achieved
remains for five years. Upon the expiration of this term, the customer obtains the benefits of this economization.

3. A RAB-based system stimulates companies to raise the quality of their service to their customers. The regulator
establishes requirements regarding the company’s reliability and service quality in measurable indicators, with
consideration of the specificity of each branch. In the event of any infringement of these requirements, lowering factors
are applied to the company’s tariffs.

The rate of return on investments is applied as provided by Order No.218-e/6 of 1 September 2010 of the Federal Tariffs

Service of Russia, and Amendments to Order No.152-e/15 of the Federal Tariffs Service, On the Approval of the Rate of

Return on Investments of 15 August 2008.
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The Company commenced transferring to a new tariff regulation system in the regions of its operation in 2009. The figure
below shows the manner in which the Company cooperates with regulating authorities when resolving tariffs under the

new system.

Decision-Making Procedures Applied to Tariffs for Power Transmission Services

Application to the
REC for tariffs

Reasoned proposals
by the REC to

the Federal Tariffs
Service of Russia
with respect to the
maximum power
transmission tariffs.

Approval or
disapproval by

the Federal Tariffs
Service of Russia

of the proposals

by the REC with
respect to a transfer
to a RAB-based
tariff regulation
system (provided
that an application is
delivered by a RAB-
based method).

Approval of the
maximum power
transmission tariffs
by the Federal Tariffs
Service of Russia
(in the event of a
transfer to a RAB-
based system or
its extension, or for
another long-term
run of regulation).

Approval of the
power transmission
tariffs by the REC to
be applied within the
region (unified boiler
or individual tariffs).

Three units of the Company, those operating in the Belgorod, Lipetsk and Tver regions, transferred to this system
three years ago. As of January 2010, Kurskenergo and Yarenergo also switched to the system. Since November 2010
and January 2011, Bryanskenergo and Orelenergo, as well as Voronezhenergo, Kostromaenergo, Smolenskenergo,
Tambovenergo and Yaroslavskaya Gorodskaya Electroset Open Joint-Stock Company, a wholly owned subsidiary of
IDGC of Centre, also respectively transferred to a RAB-based tariff regulation system.

Date of transfer Unit PEAK IRAB, RUR, min

1 January 2009 Belgorodenergo 50,609 19,930
Lipetskenergo 25,726 10,030
Tverenergo 55,276 14,366

1 January 2010 Kurskenergo 30,782 10,802
Yarenergo 21,5686 8,968

1 November 2010 Bryanskenergo 20,045 5,989
Orelenergo 21,571 6,407

1 January 2011 Kostromaenergo 17,058 7,603
Tambovenergo 18,609 5,515
Voronezhenergo 38,110 12,650
Smolenskenergo 37,041 13,735
Yargorelectroset* 3,969 2,168
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Key Parameters of a RAB-Based System by the Company’s Units

Indicator Belgorod Lipetsk Kursk Yaroslavl Voronezh Tambov Kostroma Smolensk Yargorelectroset
JSC

Date of transfer to a RAB-based system 01.01.2009 01.01.2009 01.01.2009 01.01.2010 01.01.2010 01.11.2010 01.11.2010 01.01.2011 01.01.2011 01.01.2011 01.01.2011 01.01.2011

Regulation period 2009-2011 2009-2011 2009-2011 2010-2012 2010-2012 2010-2014 2010-2014 2011-2015 2011-2015 2011-2015 2011-2015 2011-2015

Volume of investments, RUR (min) 19 930 14 366 10 030 10 802 8 968 5989 6 407 12 650 © 518 7 603 13735 2168

2009 6 6 6

2010 9 9 9 6 6 6 6

2011 12 12 12 9 9 6 6 6 6 6 6 6

2012 12 12 12 12 12 9 9 9 9 9 9 9

2013 and onwards 11 11 11 11 11 11 11 11 11 11 11 11

2009 12 12 12

2010 12 12 12 12 12 12 12

2011 12 12 12 12 12 12 12 12 12 12 12 12

2012 12 12 12 12 12 12 12 12 12 12 12 12

2013 and onwards 11 11 11 11 11 11 11 11 11 11 11 11

Payback period, years 35 35 85 85 85 69 35 85 59 5 35 69

OPEX base, RUR (min) 2 563 1760 1125 852 1071 905 844 1439 877 868 1568 128
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/. Financial performance

Profit and Loss Statement

In 2010, the Company'’s revenue totalled RUR 60.4 bin, thus showing an increase of 23.1% when compared with 2009
and resulting from higher volumes of the productive power supply in 2010 versus those of 2009 (by 5.46%).

Profit/loss, aggregates, RUR, bin

2008 Growth rate, %
2009/2008 2010/2009
Proceeds 43,55 49,05 60,41 13 23
Production costs 37,55 43,26 50,88 15 18
Gross profit 6,00 5,80 9,52 -3 64
Sales gross profit margin, % 13,8 11,8 15,0 — —
EBITDA 6,76 7,64 10,96 13 43
Net profit 0,87 1,33 4,71 52 256
Sales net profit margin, % 2,00 2,7 7,8 = =
Operating margin, % 8,38 4,87 9,27 — —
Proceeds, RUR (bIn)
60 .
Other activities,
B ar Sr( SI%)M ies
50
Technological
w oo
RUR (bln)
In 2010, the Company derived a net profit amounting to % I Power
RoR o

RUR 4.71 bin. The Company's Board of Directors intends
to make a recommendation at the General Meeting of the
Shareholders that the net profit derived by IDGC of Centre

be distributed as follows:

Retained profit of the reporting period, RUR (mln):

To distribute as follows:

20

2008 2009 2010

4 713,423

Provision 36,606
Development 4 065,885
Dividends 610,932

Undistributed deficits of prior years

FINANCIAL PERFORMANCE
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Capital Structure

Throughout 2010, certain changes were made in the structure of the Company’s liabilities. In particular, a borrowing policy
providing for the replacement of short-term loans by long-term borrowings was pursued. As a result, the share of the
Company’s short-term loans decreased to 10.7%. The similar indicator at the end of 2009 was equal to 11.9%.

Furthermore, as of 31 December 2010, the share of long-term loans increased to 24.8%, primarily due to long-term
borrowings for the purpose of investment program financing, and to a lesser extent by virtue of the growth of deferred
tax liabilities.

Due to the positive financial results of 2010, the Company’s equity capital in absolute terms increased by RUR 4.7 bin.
In relative terms, the share of equity capital in the structure of the Company’s liabilities decreased to 64.6%.

Indicator, RUR (bin) Growth rate, %
2009/2008 2010/2009
Equity capital 39.7 41.2 45.9 3.9 11.4
Borrowed capital, inc. 18.4 19.8 25.2 7.7 27.3
Loans and borrowings 9.381 11.126 14.936 18.6 34.2
Accounts payable 71 6.7 6.9 -6.1 2.99
Borrowed capital share in the liabilities, % 32 32 86 — —
Cash as of the end of the period 0.07 0.37 0.20 415.1 -45.9
Net debt 9.3 10.8 14.7 15.7 36.1
Liability Structure as of 31 December 2008 Structure of Liabilities as of 31 December 2009
6% 10% . 12%
LONG-TERM SHORT-TERM 21% SHORT-TERM
BORROWINGS BORROWINGS LONG-TERM BORROWINGS

‘ BORROWINGS ‘

84%

EQUITY

CAPITAL 67%
EQUITY

CAPITAL
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Structure of Liabilities as of 31 December 2010

o 10%
25% SHORT-TERM
LONG-TERM BORROWINGS

BORROWINGS ‘

In 2010, for the purpose of the Company’'s investment
program financing within the transfer to a new RAB-based
tariff regulation system, IDGC of Centre extensively obtained
and employed debt financing. A number of large-scale

0
65% loan agreements were made with a minimum term equal
gggHXL to 60 months. The Company’s lenders include Sberbank,

ALFA-BANK and Rosbank. The maximum tenure of any
loan obtained by the Company in 2010 was 180 months.

Borrowings, 2010 Loan value, Term of loan agreement,
RUR (bIn) months

Sberbank 1,6 66
1,5 66

3 180

Alfa-Bank 2 84
Rosbank 1,5 60
0,8 66

1,5 66

TOTAL: 11,9 Average: 84

Senior lenders as of 31 December 2010

3%

NORDEA BANK OTHER
7% 46%
GAZPROMBANK : SBERBANK
17%

ALFA-BANK

25%

ROSBANK
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By the end of 2010, the average
weighted interest rate decreased
by 5.05%.

12,93%

It should be noted that the Company's credit portfolio has been
10,99% diversified in order to minimize any potential risks. A number of
major Russian banks with a high degree of reliability serve as the

Company’s senior lenders.
8,63% 8,58%

7,88% . .
A decreased average weighted interest rate on loans by the end

of 2010 (by 5.05%) represents another material milestone of the
Company during the reporting year. As of 31 December 2010, the
foregoing rate was equal to 7.88% (as compared with 12.93% as
of 31 December 2009).
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Basic Ratios

In 2010, due to the increasing accounts receivable of the Company to be financed within 11 months (as anticipated), the
current assets of IDGC of Centre increased and totalled RUR 9.4 bin (app. 25% as compared to 2009).

It should be noted that the share of accounts receivable in current assets slightly increased from 72.6% in 2010 to 81.1%
in 2010. This results from the violations of financial discipline by a number of retail companies. Notwithstanding the
foregoing, by the end of 2010 the Company discharged its obligations to its suppliers and contractors, complying with
the contracts executed.

The return on equity ratio is the Company’s net profit represented as a percentage-based ratio to its equity capital. In the
reporting year, this totalled 11.12%. Material growth of the ROE resulted from a considerable increase in the Company’s
net profit as compared with 2009 (by 3.6 times, or 256%).

In 2010, leverage decreased in contract to 2009. This is due to the Company's loan policy. In 2010, the increased
volumes of external loans and borrowings amounted to RUR 3.8 bin.

In 2010, the return on assets defining the efficiency of the Company’s asset employment increased by 4.4% as compared
with the previous year and totalled 6.6%. The current liquidity ratio throughout 2010 showed an upward trend and was
equal to 1.25.

In 2010, the Company showed in general a considerable increase in profitability and cost effectiveness due to the

continuing recovery of the Russian economy (in particular, in the regions of the Company’s operations. According to the
estimates by IDGC of Centre, such growth is predicted to continue.

FINANCIAL PERFORMANCE



The table below shows the indicators defining the Company’s performance.

Indicator 2008 2009 2010 Growth rate, %
2009/2008 2010/2009

Current assets/short-term debt, RUR (bln) 0.69 1.04 1.25 49.80 20.19
Product profitability, % 10.84 9.38 12.99 — —
ROE, % 5.64 3.14 11.12 — —
Share of borrowings in liabilities, % 32 32 85 — —
Accounts receivable, RUR (bln) 6.013 5.474 7.647 -8.97 39.70
Current assets, RUR (bln) 7.831 7.539 9.434 -3.73 25.14
Share of accounts receivable in current assets, % 76.78 72.61 81.1 — —
Return on total assets, % 3.7 2.2 6.6 = =
Current liquidity ratio 0.69 1.04 1.25 -51.9 20.2
Leverage 2.16 2.09 1.83 -3.2 -12.4

Information on the Credit Ratings of the Company

In 2008, according to the National Rating Agency, IDGC of Centre received a credit rating of

STANDARD A+ (nigh level of credit capacity, Level I). This was confirmed twice based upon the monitoring

m OR’S results.

BB-/B/ruAA- In December 2010, the National Rating Agency increased the credit rating of the Company

to AA- (very high credit capacity, Level lll). This indicates that the Company’s capacity to

discharge its debts promptly and to the fullest extent is at a high level.

IDGC of Centre is one of the few distribution power grid companies rated by S&F, an intermational rating agency. In 2009,
it rated the Company as BB-/B/ruAA- (Stable by international ratings). In July 2010, such a rating was confirmed. The
Company's management strives to increase the investment attractiveness of IDGC of Centre, in particular, through the

growth of its credit rating.
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8. Investments and innovations

Investments

The Company’s investment program for 2010 provided for the spending of RUR 11.82 bin. In actuality, the Company
spent RUR 12.23 bin during the reporting year, or 103% of the estimated amount (including RUR 10.927 bIn for the
construction, reconstruction and acquisition of new assets).

In 2010, the Company spent RUR 6.64 bin (107%) of its investments for the retrofitting and renovation of its facilities,
versus the RUR 6.2 bin anticipated. RUR 5.59 (99.4%) bin versus RUR 5.62 were invested in new construction and
extensions during the reporting year. Fixed assets amounting to RUR 10 bin, or 97% (including fixed assets identified
through inventory accounting amounting to RUR 228,876 min; under lease agreements, of RUR 283.471 min; from
other sources, RUR 0.316 min; and the commissioning of fixed assets upon their construction, renovation or acquisition,
totalling RUR 9,495.873 min), were commissioned in 2010.

Physically, 4,155 km of power lines, or 142% of the estimated value, and 1,050 MVA of transformer capacity, or 111% of
the anticipated amount, were commissioned.

Actual Investments in 2008-2010

Investment, net Commissioning  Financing, VAT Commissioning of Capacity gain
after VAT of fixed assets, included capacities
net after VAT
RUR, bin RUR, bin RUR, bin km
2008 9,071 7,730 10,252 3263 660 1886 489
2009 6,529 7,687 6,440 2414 877 1449 685
2010 12,230 10,009 12,504 4155 1050 2777 770

For details conceming actual investments during 2008-2010 by the Company’s units, see Annex 3 hereto.

Throughout 2010 a total of 1,537 km of 0.4-110 kV power lines and 480 Deployment of capital
MVA of transformer capacity were commissioned within the retrofitting and investments of the Company
renovation program. In regards to new construction, extensions and recording, in 2008-2010, RUR (blin)

a total of 2,618 km of 0.4-110 KV power lines and 570 MVA were brought

into service. 12.200
" 9,071
As of the end of 2010, the length of the Company’s power lines (subject to 6,529
0.4-110 kV cable lines) totalled 374 K km. Its 35-110 kV substation capacity ° B
amounted to 31, 404 MVA, while the capacity of 6-10/0.4 kV, to 15,192 0
MVA. 2008 2009 2010
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Investments by IDGC of Centre, RUR (bIn)

Yarenergo

Tverenergo

Tambovenergo

Smolenskenergo

Orelenergo

Lipetskenergo

Kurskenergo

Kostromaenergo

Voronezhenergo

Bryanskenergo

Belgorodenergo

INVESTMENTS AND INNOVATIONS
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Belgorodenergo
The investment program of the Company’s Belgorodenergo unit for 2010 was fulfilled to the
fullest extent.

In 2010, the principal items of the unit's investment program provided for the following:

Renovation of the 110kV Volokonovka-N. Oskol overhead electric line (replacement of supports and
insulators)

Term of construction: 2010. Commissioned capacity: 36.4 km. Contract price; RUR 45.8 min. RUR 41.1 min deployed
as of the date construction commenced.

Defective concrete supports replaced; supports installed along the existing portion of the line not subject to restringing;
porcelain suspended insulators replaced by LK-120/35 polymeric insulators.

Renovation of 110kV N. Oskol-Chernyanka overhead electric line (replacement of supports and insulators)
Term of construction: 2010. Commissioned capacity: 19 km. Contract price: RUR 12 min. RUR 10.1 min deployed as of
the date construction commenced.

Defective concrete supports replaced; supports installed along the existing portion of the line not subject to restringing;
porcelain suspended insulators replaced by LK-120/35 polymeric insulators.

Renovation of 110/35/10 kV Novy Oskol substation

Term of construction: 2010. Contract price: RUR 135 min. RUR 135.4 min deployed as of the date construction
commenced.

110 kV breakers replaced; 35 kV open distribution system renovated and equipment replaced; construction provided;
renovation of maintenance and production base, as well as Oskolsky distribution zone control centre.

Renovation of 110/35/6 kV Pischeprom substation

Term of construction; 2010. Contract price: RUR 62.6 min. RUR 62.6 min deployed as of the date construction
commenced.

The feeding centre was renovated, with a subsequent transfer from the 110/35/6 kV to 110/10/6 kV voltage class; 1T
transformer installed; main 100 kV breaker cells constructed; existing 110 KV switches and breakers replaced; outdoor
35 kV switchgear disassembled and indoor 10 kV switchgear installed.

Construction of the 110 kV Krapivinskaya substation
Term of construction: 2010. Commissioned capacity: 2x16
MVA. Contract price: RUR 208 min.

This facility was commissioned in Q2 2010, allowing the
Company to unload the Stroitel substation and Sazhnoe
Distribution Centre. Due to the commissioning of the
=l Krapivinskaya substation, the reliability of the power supply
1 :LEI::':I 7 system covering the Yakovlev District increased.

The substation complies with up-to-date requirements for
power engineering. In particular, the protection relays and
automatic equipment of the substation are based upon

INVESTMENTS AND INNOVATIONS
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advanced Sirius protection microprocessing units. An
advanced information and measuring system for power
control and metering has been installed. This makes it
possible to prevent any failures of the line transformers.
Operational control over the power facility is ensured
upon a remote basis, thus significantly reducing switching
periods and the time period of outages, and eliminating
emergency conditions.

INn2010-2011, the connected capacity of the Krapivinskaya
substation will total 10 MVA.

Bryanskenergo
The investment program of the Company’s Bryanskenergo unit for 2010 is exceeded.

In 2010, the principal items of the unit's investment program provided for the following:

110/35/10 kV Pochep substation (under an agreement for the technological connection of a CW destruction plant),
RUR 482 min (final stage of renovation)

Renovation of 6 kV f 629 overhead electric line of the Karachevskaya substation

Commissioned capacity: 15 km. Contract price: RUR 19.915 min

Design and exploration work carried out. 6 kV overhead electric line and distribution centre installed. Land survey work is
being implemented.

Retrofitting of the automated information and measuring system for commercial energy metering of the
wholesale power market

Contract price (renovation): RUR 108.113 min

TVI-110 kV current measuring transformers are being installed at five 110 kV substations. Equipment has been delivered
to 20 more 110 kV substations. Construction and installation work has been completed. Start-up and commissioning
activities are being performed. Plans exist for the facility
to be brought into service in 2011,

Renovation of Sovetskaya 110 kV substation
(phase ll)

Term of construction: 2010-2011.  Commissioned
capacity: 40 MVA. Contract price: RUR 172.4 min

A tender was held and agreements for delivery of power
equipment were made; certain facilities have already
been delivered. A tender for the selection of a contractor
was held; a contract for construction and installation
work was executed. Line transformer foundation work
was performed. Line transformer and receiving portals
were installed.

Plans exist for the facility to be brought into service in 2011.

INVESTMENTS AND INNOVATIONS



Voronezhenergo
The investment program of the Company’s Voronezhenergo unit for 2010 was fulfilled to the
fullest extent.

In 2010, the principal items of the unit's investment program provided for the following:

Retrofitting of Substation No.30 and renovation of 110
kV overhead electric line of Voronezhskaya TPP-2 HRSG
(RUR 56 min)

The 110kV overhead electric lines No. 13 and 14 were renovated;
six breakers of the 110 kV overhead electric line were replaced;
six 110 kV overhead electric line current transformers (for No. 25,
26, 27, 28, T-1 and T-2) were assembled; six microprocessing
switch control terminals were installed (110 kV overhead electric
line No.25, 26, 27, 28, T-1 and T-2). The foregoing work was
carried out as provided for by the agreement for the technological
connection of Kvadra OJSC'’s generating facilities.
Retrofitting of the 110/6 kV Kalininskaya substation No. 45 with the installation of switchgears and control
gears with 110 kV sulfur hexafluoride gas insulation (7 pcs.) (RUR 128 min)

Retrofitting of the 110/6-6 kV substation No. 10 with the installation of 6 kV cells (33 pcs.)

Start-up facilities: RUR 108 min (final renovation stage upon the completion of retrofitting of the 35/6 kV substation No.
10, with a transfer to the 110 kV voltage class in 2009).

The 110 kV cable lines from substation No. 2 to substation No. 10 (RUR 107 min)

The work shall be completed in 2011. Along with the renovation of substation No. 10, this will make it possible to transit
110 kV in the power supply system covering the central portion of Voronezh.

Kostromaenergo
The investment program of the Company’s Voronezhenergo unit for 2010 was fulfilled.

In 2010, the principal items of the unit's investment program provided for the following:

e The 110 kV Zapadnaya — Buy () overhead electric line
was renovated, and cable and supports were replaced (RUR
3.761 min invested);

e The 10 kV high-voltage power line was retrofitted,
and cable and supports were replaced (RUR 12.661 min
invested);

e The 0.4 kV high-voltage power line was retrofitted,
and cable and supports were replaced (RUR 75.951 min
invested);

¢ The 110 kV Kady Pyschug substation was retrofitted, the
control current circuit was renovated, and a current control
switch was installed (RUR 2.255 min invested);
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¢ For the 110 kV substation, automatic and protection-related equipment was renovated and a circular protection
system was installed (for the 110kV Susanino, Centralnaya and Chukhloma substations) (RUR 2.219 min invested);

¢ The 35/6 Vostochnaya-1 substation was renovated, with a transfer to the 110kV voltage class (RUR 62.22 min
invested);

¢ The 10/0.4 kV switchgear and transformers, as well as the 0.4-10 kV overhead electric line, was constructed
to ensure technological connections for residential and office buildings in Kostroma and the Kostroma Region (RUR
54,194 min invested). Fixed assets (overhead electric lines and transformer substations) were acquired (RUR 29.577
min invested).

Kurskenergo
In 2010, the absorption of investments amounting to RUR 1,222 mIn. RUR 1,138 min were
invested.

— d Principal facility: Renovation and construction of the 110kV
overhead electric line. An indoor switchgear with a 110kV
switchgear and control gear (with sulfur hexafluoride circuit
breakers) for the 110/10 kV Kotelnaya substation was installed,
providing power distribution for the boiler of the Nortwestern
district of Kursk (TGC-4) (Kotelnaya 110/10 kV substation);
RUR 447 min were allocated, while in actuality, RUR 385 min
were spent. In-service date: 2011,

Scope of work: renovation of the 110/10 kV Kotelnaya
substation (construction of 110KV switchgear and control gear
building comprised of 13 cells, extending the operational control
building and renovating the existing operational control building, and the installation indoor and outdoor switchgear);
construction of a 110 kV overhead electric line from the 110 KV Sadovaya-Pribor overnead electric line, with a tap line to
the Kotelnaya 110/10 kV substation of the same 560 m in length; renovation of the 110 kV Sadovaya-Kotelnaya overhead
electric line with a transfer to a double-circuit, the installation of a second circuit from the Kotelnaya substation to a tie-in to
the 110KV Sadovaya-Pribor overhead electric line, and a tap line for the Kotelnaya substation (establishment of the 110kV
Sadovaya-Kotelnaya overhead electric line No. 3) of 1,900 m in length; construction of a 110kV cable line (overhanging
the 110/10 kV Kotelnaya substation).

The overall scope of work related to the Kotelnaya substation’s renovation, with a lower cost for construction, has been
carried out and completed as provided for by the design, estimated documentation, and technical specifications attached
to the technological connection agreements for providing power from generating facilities. This is one of the reasons for
the discrepancy between the actual parameters and the target.

Construction of 110 kV Rodniki substation (2x25 MVA) RUR 133 min were estimated, while RUR 133 min were
spent. In-service date: 2011. Scope of work:

The substation was accepted as a standard 110/10 kV KTPSESCHB (M), climatic version U1 substation pursuant to
GOST 15150-69 and 155643.1-89.

For the purpose of achieving the optimum distribution of the load from 10 kV inputs, the substation mounts two line
transformers (25 MVA with TRDN-25000/110U1 split cails).

The new 110/10 kV Rodniki substation is a master substation providing power supplies to the Southwestern district of
Kursk, and is located in the service zone covered by Centralnie Electricheskie Seti PA, a unit of Kurskenergo.
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Lipetskenergo
In 2010, the absorption of investments amounting to RUR 2,049 min (net after VAT)

Major projects:

Construction of the 110 kV Universitetskaya substation (phase Il; T-2 substation brought into service in Q4
2009). Currently, most housing projects of the Universitetsky District have already been put into operation and require
connections to a new substation.

Term of construction: 2008-2010. Commissioned capacity: 80 MVA (2x40). Contract price: RUR 297.312 min. As of the
construction commencement date, RUR 348.73 min was deployed (including RUR 23.3125 min in 2010).

The T-1 substation was commissioned in Q3 2010.

Construction of the 110 kV Manezhnaya substation

The 110/10/10 kV Manezhnaya substation is to be built due to increased loads in the area in which it will be located due
to the intensive construction of residential and office buildings and other facilities. Currently, residential development at
ul. 50 Let NLMK has commenced.

Term of construction: 2007-2011. Commissioned capacity: 80 MVA (2x40). Contract price: RUR 330,07 min. As of the
construction commencement date, RUR 361.64 min was spent (including RUR 53.36 min in 2010).

The T-2 (phase ll) substation was commissioned in Q4 2010.

Renovation of the 110 kV Bugor substation with the replacement of existing transformers by 2x63 MVA
This move is necessary due to increasing loads in the area in which it is located by virtue of the number of new social
facilities and utilities being constructed. As a result, new users are to be connected to a network operated by the regional
grid company.

Term of construction: 2009-2011. Commissioned power: 126 MVA (2x63). Contract price: RUR 335.995 min. RUR 97
min of capital investments have been deployed.

The following work has been carried out: the design and estimate documentation related to the renovation of the 110/35/6
kV Bugor substation was executed; a state expert review was performed; the design and estimate documentation was
approved; a contract for construction and installation work was signed, and a construction license was obtained.

The following work is being carried out: the delivery of equipment; construction and installation work.

The facility is estimated to be put into operation in Q2 2011.

Orelenergo
The investment program of the Company’s Orelenergo unit for 2010 was fulfilled to the fullest
extent.

Renovation of 110/10 kV Zapandaya substation (phase Il)
The renovation of the 110/10/6 KV Zapandaya substation provides for the replacement of two line 25 MVA transformers
with 63 MVA units, the renovation of 110 KV outdoor switchgear with the replacement of the breaker/short circuiting
switch by sulfur-hexafluoride switches with built-in SAP1DT 145EK current transformers; the renovation of the operational
control center will provide remote control and communications channels pursuant to the specifications of the Trade
System Administrator of Wholesale Electricity Market Transactions.
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Term of construction: 2009-2010. Commissioned capacity: 63
MVA. Contract price (construction/renovation): RUR 233.448
min. The amount of RUR 232.629 min in capital investments
was deployed as of the construction commencement date
(including RUR 130.673 min in 2010, versus the RUR 82 min
anticipated for the year).

All 6 kV units of the urban networks were connected to
advanced 6 KV indoor switchgear. In order to provide for the
categorizing of existing users, a reserve power supply circuit
has been ensured. The 6 KV integrated switchgear and control
gear of the outdoor installation was disassembled. A 10 kV
indoor switchgear was constructed and a 110 kV outdoor
switchgear was installed. A T-1 line transformer was assembled. The work has been carried out to the fullest extent. The
fixed assets amount to RUR 274.336 min, while the commissioned capacity totals 63 MVA.

Smolenskenergo
The investment program of the Company’s Smolenskenergo unit for 2010 was fulfilled.

The Company's Smolenskenergo unit investment program was implemented (RUR 448 min net after VAT was to be
deployed and RUR 455 min net after VAT was actually spent, or 102% of the estimate). The excess from the target value
is due to an expansion of the scope of the work under technological connection agreements not originally included.

Tambovenergo
In 2010, the Company’s Tambovenergo unit investment program amounted to RUR 224 min.

In 2010, the most important projects for the unit were as follows:

» - ¢ Renovation of the 6 kV indoor switchgear of the
110 kV Tambovskaya No. 8 substation. The cost totalled
RUR 11,404 K.

e The 10 kV oil circuit breakers were replaced by
vacuum switches; the protection relay and automatic
equipment of the 35 kV Progress substation were
renovated. RUR 10,250 K were invested.

¢ The automated informative electric power accounting
system for the retail market (Tambovenergo) totalled RUR
9,807 K.

¢ A 10 MVA transformer was replaced by a 16 MVA unit
at the 110 kV Substation No. 6 (as provided for by the
transformer rotation program); aroad to the 110 kV substation
No. 6 was constructed (RUR 4,235 K).

¢ A 16 MVA transformer was replaced by a 25 MVA unit
at the 110 kV substation No. 5 (RUR 57,465 K).
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Tverenergo
In 2010, the Company’s Tverenergo unit investment program amounted to RUR 860 min.

Major projects:

Renovation of 110/35/10 kV Torzhok substation (Shell Oil CJSC): technological connection of new users.

Term of construction: January-June 2010. Commissioned capacity: 40 MVA. Contract price (construction/renovation):
RUR 33.4 min. as of the constriction commencement date. RUR 33.7 min were deployed, including RUR 33.7 min in
2010 compared with the RUR 33.7 min targeted for the year.

The facility was put into operation in June 2010. The following work was carried out: the foundation and oil receiver were
constructed; a maintenance area for the sulfur-hexafluoride generator switches was provided; a 40 MVA line transformer
was installed; a sulfur-hexafluoride generator switch was assembled; a transformer breaker and two busbar disconnectors
were installed; the current transformer was replaced; the first bus arrangement voltage transformers were moved to
another cell; a new 10 kV busbar bridge and three overvoltage limiters were installed; the transformer protection relay was
assembled.

Renovation of the 35kV Zubtsov substation (transfer to 110 kV): transfer of the existing 35kV Zubtsov substation
to another voltage class (110kV) for the purpose of attaining higher reliability for the power supply and the eventual
technological connection of other users.

Term of construction: 2008-November 2010. Commissioned capacity: 50 MVA. Contract price (renovation): RUR 124.792
min (net after VAT). As of the construction commencement date, RUR 96.8 min was deployed (including RUR 59.2 min
in 2010 compared to RUR 94.7 targeted for the year). Phase | of the Rzhev-Zubtsov 35KV overhead electric line was
commissioned; the 110 kV outdoor switchgear equipment installed at the Rzhev substation was brought into service.
Work at the 35kV Zubtsov substation is being carried out. Date of completion (target): 2011.

Yarenergo
In 2010, the Company’s Yarenergo unit investment program amounted to RUR 901 min.

The new substation will ensure power supply to the perinatal center, Assumption Cathedral, Congress Centre, Yaroslavl's
1000th Anniversary Park, and the shopping and entertainment centre, as well as new residential buildings. In addition,
the Kotorosl substation will make it possible to provide spare capacity for the technological connection of other users in
the Kirovsky and Krasnoperekopsky districts of the city.

Construction began on the 110kV Frunzenskaya-1 overhead electric line to the 110/6/6 kV Kotorosl substation as well
as the 110/6/6 Kotorosl substation itself with 2x25 MVA transformers, with the eventual replacement thereof by 2x40
MVA units.

Renovation of the 110/10 kV Bragino substation (renovation of the oil transformers and the cells of the 10 kV
switchgear and control gear for No. 10 and 11, as well as the indoor 10KV switchgear; the replacement of breakers and
short circuit switches by automatic and relay protection equipment for the transformers).

The project involves the replacement of the 110 kV breakers and short circuit switches of T-1 and T-2 for the 110kV
sulfur hexafluoride circuit breakers at the 110/10/10 KV Bragino substation; the installation of arc-suppression coils at
the 10 kV busbar No. 3 and 4; the replacement of the arc-suppression coils at busbar No. 1 and 2 at the 110/10/10
kV Bragino substation; current control system renovation by using an electric storage battery; the replacement of the
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electromechanical units of the 10kV T-1 and T-2 automatic and
relay protection equipment (oil and bus section breakers No.
1, 3 and 4) by microprocessing units; arcing fault protection
renovation (fibreglass installed); the consideration of the eventual
installation of two current control management units and two
electric storage batteries in the existing operational control
building; and renovation of the cells of the 10kV switchgear
and control gear No. 10 and 11.

Contract price (construction): RUR 144 min. Deployed in 2010:
RUR 49 min. The work is to be completed in 2011.

Focus Areas and Structure of Capital Investments, RUR (min)

IDGC of Centre, JSC 2008 2009 2010
Investment activity structure, total: 9 071 6 529 12 230
Power grid facilities, including 7 596 5473 9 045
Automation, communication 699 406 400
Electric power metering and control devices, including 163 242 497
Automated informative electric power accounting system for the 84 64 93
wholesale market as part of the investment program
Automated informative electric power accounting system for the retail 79 178 404
market and other power accounting and metering units
Retrofitting and renovation for future construction 203 94 195
Other production facilities and economic entities 497 117 212
Equipment not included in the construction cost estimates 292 224 623
Non-production facilities 0
Capital investments in intangible assets 0 0 0
Long-term financial investments 0 0 1100
Acquisition of fixed assets 320 379 559
Focus areas of investment activities, total: 9 071 6 529 12 230
Retrofitting and renovation 5 596 3392 6 637
Including by power grid facilities 4761 2 957 5 596
New construction and extension of existing facilities 31585 2758 5 593
Including by power grid facilities 2 835 2516 3 449
Acquisition of fixed assets 320 379 559
For reference:
Absorption of capital investments in terms of technological connections 3 486 2188 3832
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Capital investment structure of IDGC of Centre in 2010

5%
OTHER

41% o
NEW CONSTRUCTION 54%
AND EXTENSION RETROFITTING

AND RENOVATION

Employment of Investment Sources in 2010, RUR (min)

Investment sources, total 12 230
Owned fund Depreciation in the reporting year 3428
SRl Outstanding depreciation from previous years 0
Undistributed profit from previous years 58
Profit from the reporting year to be employed in the investment program thereof 3 364
Renovation included in the tariffs 2499
Sale of core non-current assets 0
Sale of non-core non-current assets 0
Technological connection fees 865
Other owned fund sources 0
External Budget funds (federal, municipal) 0
financing Borrowed funds (loans, interest-bearing) 4 329
Borrowed funds (additional issues) 0
Technological connection fees 1052

In the coming years, capital investment behaviour will have a positive trend.
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Investment Program for 2011 — 2016 by the Company’s Units, RUR (min)

Belgorodenergo 4,053 4,864 SE5[18 5,853 5,901 5,901
Bryanskenergo 763 1,344 1,816 2,839 2,710 2,710
Voronezhenergo 2,180 1,728 4,932 2,880 5,330 5,330
Kostromaenergo 877 1,407 2,440 2,786 2,747 2,747
Kurskenergo 1,198 996 2,291 2,524 2,781 2,870
Lipetskenergo 3,190 2,673 2,959 3,279 3,635 3,635
Orelenergo 500 449 1,419 3,583 2,062 2,263
Smolenskenergo 1,600 2,400 3,350 4,414 4,850 4,850
Tambovenergo 902 1,124 818 1,431 1,454 1,100
Tverenergo 1,177 4,313 4,079 3,789 4,097 4,225
Yarenergo 1,225 1,308 1,160 1,175 1,202 1,257
IA IDGC 12 15 17 18 19 19
IDGC of Centre 17,678 22,622 30,793 34,571 36,788 36,906
Retrofitting and renovation 10,469 15,471 21,129 23,152 26,380 26,913
New construction 6,990 6,899 9,457 11,295 10,264 9,868
Other 219 252 208 124 144 126

For information concerning capital investments in 2011-2016 by the Company’s units, see Annex 3 hereto.
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Target investments by IDGC of Centre in 2011-2016, RUR min (net after VAT)

IDGC of Centre 36 906
36 788
34 571
30 793
22 622
17 678

Yarenergo

T M 2016

verenergo B 2015

M 2014

7 2013

Tambovenergo 2012

2011
Smolenskenergo
Orelenergo
Lipetskenergo
Kurskenergo
Kostromaenergo
Voronezhenergo
Bryanskenergo
Belgorodenergo

0,000 10 000 20 000 30 000 40 000

The principal funding sources for the Company’s investment program for 2011-2016 shall be as follows:
e Depreciation;
e Technological connection fees;
¢ Bank loans for capital investments;
e Profits derived in the reporting year to be employed within the investment program.
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development) issues

10 Major Investment Projects in 2010 with their Principal Specifications

Project Investments Investments Ratio Commissioned
(target), RUR (actual), RUR (target/ capacity (unit of
(min) (min) actual), measurement)
%
Belgorodenergo  Construction of 110/10 kV Krapivinskaya  198.507 201.382 101% 32 MVA
substation with overhangs
Belgorodenergo  Automated information and measuring 313.7 270 86% 30,376 pcs.

system of commercial energy metering for
the retail market
Bryanskenergo  Renovation of 110/35/6 kV Pochep 15.299 483.208 3158% —
substation in relation to technological
connection of a CW destruction plant

Voronezhenergo Renovation of 35/6 kV substation No.10 101.868 108.007 106% 126 MVA
with a transfer to 110 kV voltage class
Kostromaenergo Renovation of 35/6 kV Vostochnauya-1 67.465 62.500 93% —

substation with a transfer to 110 kV
voltage class

Lipetskenergo Construction of 110 kV Manezhnaya 35.888 53.404 149% 40 MVA
substation
Kurskenergo Renovation and construction of 110 kV 447.085 385.877 86% =

overhead electric line, indoor switchgear
with switchgear and control gear and 110
kV sulfur hexafluoride circuit breakers
(110/10 kV Kotelnaya substation) to
provide power supply to the northwestern
district of Kursk (TGC-4)

Orelenergo Renovation of 110kV Zapadnaya 183.956 232.629 126% 63 MVA
substation

Kurskenergo Construction of 110/10 kV Rodniki 133.304 133.123 100% 50 MVA
substation

Yarenergo Construction of 110/6/6 kV Kotorosl 177.256 178.949 101% 50 MVA
substation
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Innovation Activities

One of the strategic goals of the Company is to achieve the level of technological development of highly industrialized
countries. This is a feasible goal, subject to the retrofitting and establishment of an advanced power grid infrastructure
based upon innovative, large-scale technological renovations.

Smart Grid program implementation was one such innovation in 2010. Any such grid is based upon advanced technologies,
making it possible to rationally employ power sources and minimize any environmental impact. Belgorodenergo, one of
the Company’s units, was selected as a pilot enterprise to implement the foregoing program.

A Smart Grid is an intellectual power line and advanced telecommunication data
transmission network.
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The following projects have been implemented by Belgorodenergo, one of the Company’s units, within the

Smart Grid program:

A Smart Grid is an intelligent, self-regulated system making it possible to receive and transfer electric power to end users

with the minimal engagement of operators.

An automated informative electric power metering system comprised of smart Neuron meters and ensuring the accuracy

of settlements with users makes it possible to reduce commercial losses and to take readings on a remote basis, as well

as exercise control over electric power quality.

¢ The introduction of automatic distribution systems made it possible to provide higher levels of reliability for the power
supply and to reduce the cost and time required to identify fault locations.

e Boosters are dedicated injector transformers that make it possible to increase and regulate voltage, as well as to provide
higher 0.4 KV network capacity.

e Telecontrol introduction (or upgrades) resulted in the higher observability and controllability of distribution grids, thus
making it possible to promptly identify fault locations and take measures in response to any shutdowns or disruptions
in the line.

¢ The introduction of a Helios smart illumination system in the regions made it possible to manage the grids, keep a record
of power consumption, calculate the number of blown-out lamps, and moreover, select any illumination mode at the
regional dispatching centre on a remaote basis without being requiring site visitation.

¢ \Wind turbine, solar battery and biogas plant technological connections with an overall capacity of 220 kW were
performed. Pilot altemative power sources were put into trial operation in the Yakovlevsky district of the Belgorod Region
in summer 2010. The estimated overall ‘green’ power generation will exceed 20 min kKWh of electric power and 17.2 K
Gcal of thermal power per annum.

Performance within the Project Implementation Period

Measures Unit of Completed as of Target 2011
measurement 1 January 2011,
total
1 Higher 110 kV sulfur hexafluoride circuit breakers Pcs. 114 7
2 reliability of 35 KV vacuum and sulfur hexafluoride circuit breakers  Pcs. 76 51
3 g'risérs'bu“on 10 KV vacuum circuit breakers Pcs. 1,072 196
4 0.4-10 kV grids with self-supporting insulated wires km 2,391 562
5 Automatic distribution systems in 10 kV grid Pcs. B 16
6 Compliance  Boosters Pcs. 51 21
with quality
standards
7 Real-time 110 kV substation teleautomation Pcs. 54 4
8 fresponse 'FO 35 kV substation teleautomation Pcs. 124 9
g ©MErgeNncies  menovation of regional dispatching centers Pcs. 21 2
10 T6-10 KV distribution centre teleautomation Pcs. 80 ©
11 6-10/0.4 kV substation teleautomation Pcs. 29 10
12  Energy Helios street lighting control system Cabinet 789 585
13 conservation  Neuron Meters for the automated informative electric Pcs. 49,712 27,904
and efficiency  power metering system
14 35-110 kV Bazis substation automated informative TV. 3,803 0
electric power metering system
15 Reactive power compensation Pcs. 101 4
16 Energy-saving lamps Pcs. 57,508 21,257
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The Smart Grid project shall provide for the following:
e Higher quality and reliability of the power supply;
e | ower power losses to the technologically feasible level;
e | ower costs related to BOP and economic needs through the introduction of energy-saving technologies and
automatic equipment;
® | oad management, both by users and the grid;
e | ocal generation employment with minimal carbon emissions;
e Higher performance of primary equipment through the optimization of modes of operation and generation schedules;
¢ Higher quality of services to the public by employing online communications.

On November 2010, the Introduction of the Utility Metering System by the Belgorodenergo Project was discussed by
the Coordination Committee of the Presidium of the Supreme Council of the UNITED RUSSIA All-Russia Political Party,
which is responsible for issues related to energy conversation and higher energy efficiency, at the State Duma of the
Russian Federation, and was included in the register of projects maintained by the Energy-Efficient City Non-Commercial
Partnership.

>
accentu re In 2010, working meetings were arranged with representatives of the US Department of

Energy within the electric power industry task group of the Russian-American Presidential
Committee in order to exchange experience with respect to the Smart Grid project. In addition, cooperation was established
in 2010 with the Accenture Company within the Consortium of Smart Grids.
A pilot project is being considered to involve both Russian and American cities in introducing smart grids for the purpose
of improving power supply systems. Such cooperation shall give impetus to each partner in terms of providing for an
exchange of data related to their progressive experience, prospects in project management, and test information.
In 2010, implementation of The Complex of Automated Technological Network Management Systems Project commenced.
Such systems are intended to be used by the substantive personnel of the operating and technical groups of the grid
control center, as well as operating and advanced development services. Belgorodenergo, one of the Company’s units,
was selected to serve as a pilot site for the implementation of such a system.

The main components of the foregoing complex are as follows:
DMS (distribution management system), which provides:
e (Grid performance simulation under normal or emergency modes of operation, as well as automated control of short
circuit current, relay protection and automatic equipment;
e Switching control, monitoring and recording commutations (emergency or planned);
¢ Grid load regulation and load flow analysis;
e Automatic generation of switching sequences for the purpose of identifying fault locations;
e Unit voltage optimization (load tap change) for the purpose of reducing power losses.

OMS (outage management system):
e Receiving data from the call centre with respect to any call by the system user related to a power supply failure;
e Recording power supply interruptions;
e Forecasting fault locations and affected users;
* Providing current data on emergency status and maintenance to call centre operators;
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e Operating control over maintenance personnel and equipment;
e Retaining all data on emergencies (reasons, time of status change, maintenance, affected users).

The complex of automated technological network management systems is designed to:
® Harmonize business processes and [T solutions of the Company in terms of grid facility management;
e Enhance the functionality of automated technological management systems currently employed;
* Integrate existing systems and management science.

Implementation of the foregoing project shall contribute to higher efficiency in the following areas of
activity for the unit:

e Business asset data management;

® Resource and work planning;

e Performance management;

e Operating and process management;

e Power measurement and metering control;

® Power consumer relationship management.

The unit’s performance will be increased by taking such measures as those specified below:

e Supplying prompt and accurate information on the current status of equipment and their modes of operation to the
unit's management, operating and maintenance personnel;

¢ Reducing the decision time of operating personnel, both in normal and emergency modes;

e Reducing performance times (for the maintenance and repair of power grid facilities as a result of efficient emergency
crew management);

¢ Reducing downtime and losses caused by short power supplies, as well as expenses incurred due to maintenance
and repair work;

® Reducing power supply interruptions and 10sses;

e Improving the coordination and cooperation of the unit's elements;

® Improving relationships with power users.

The complex of automated technological network management systems will be provided for the following
reasons:
e [t is a tool that supports, updates and maintains a data base of technical specifications and modes of operation for
power grid facilities;
e [t enhances the performance of operating personnel;
e [t makes it possible to reduce the number of dispatching centres due to the higher level of efficiency of the unit's
operating personnel.
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Structure of Innovative Project Funding by the Company’s Units, %
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Information Technologies

In 2010, the Company’s Board of Directors approved the [T Engineering Policy of IDGC of Centre (Resolution No.16/10
of the Board of Directors of 30 July 2010).

In 2010, in order to ensure the higher efficiency and transparency of the [T infrastructure, a project providing for the
establishment of a consolidated IT budget for the Company was implemented. The Company’s budgeting in terms of [T
expenses is automated, thus allowing it to exercise control over the entire IT budget management cycle.

In 2010, certain measures were taken to provide a transfer from the outsourcing model of [T business process management
to an insourcing model. For the purpose of the subsequent successful development of information technologies, a unified
service of information and communication systems was established in the reporting year that is responsible for the entire
range of issues related to business applications and automated technological management system operation by the
Company’s units.

For the purpose of providing proper quality and promptitude of IT service performance valuation, a catalogue of IT
services was executed in 2010 to be used by IDGC of Centre. This catalogue describes any service included therein
and comprises an agreement regulating the quality thereof for any intemal business customer. The Service Monitoring
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Department was established to monitor the quality of T services and to exercise centralized operating control over
emergency maintenance and restoration operations. The department monitors at least 2,000 units.
In 2010, IDGC of Centre carried out the operations specified below.

In terms of business process automation:

An agreement granting a right to use SAP software was made with SAP CIS LLC on an unrestricted basis for the period
from 2010 to 2012 in order to ensure licensed employment of the SAP software and to minimize risks of annual increases
in technical support costs due to the rapidly growing number of users of the corporate resource management information
system Furthermore, a project to transfer to a two-level system of Company management in terms of organizational
arrangements was implemented in the reporting year (SAP functions modified).

A project providing for the transfer to a new control (cost) system was implemented, ensuring a more detailed review of
cost items in terms of any and all activities of the Company.

A new version of SAP ERP 6.0 was installed for achieving higher system performance, making prompt changes in the
event of amendments to the laws of the Russian Federation, and increasing the quality of system operations.

SAP functionality setting was completed, thus ensuring the analysis of equipment performance, conditions, troubleshooting
and monitoring.

Projects implemented in 2010 in terms of corporate information management system development
allowed IDGC of Centre to:
¢ Improve the quality of the ancillary and related operations of the Company through the introduction of an advanced
automation process and subsequent upgrade options as provided by worldwide standards and the laws of the
Russian Federation;
e Optimize and prioritize the primary business processes of the Company’s units;
¢ Provide managers of all levels of responsibility with reliable data on current operations in order for them to be able to
make prompt management decisions, both in terms of production and financial business;
® Improve integrated ancillary and related business automation systems based upon the corporate ERP system,
making it possible to ensure a more flexible, centralized resource and flow management level and to reduce the
expenses related thereto;
¢ Reduce administration and management expenditures;
® |ncrease the efficiency of managerial decisions.

In terms of IT infrastructure development:

In 2010, a project for establishing an integrated network covering more than 12,000 work places was successiully
completed. Primarily, this was aimed at harmonizing existing information systems, centralizing current computer powers,
providing standard work places for EIS users, and establishing a single e-mail server. The foregoing measures will also
make it possible to reduce the operating expenses of the Company.

In addition, license agreements were made with Microsoft for the term of three years, granting the Company the right to
license any software currently employed by IDGC of Centre.

In terms of telecommunications and process management automation:

Regarding telecommunication and process management automation, in 2010 a distribution call centre was brought into
pilot operation in order to process calls by users within the territory of the Company’s operation.

INVESTMENTS AND INNOVATIONS



The implementation of a program providing for a transfer to a two-level model of operating and process
management was commenced, in particular:
e A two-level model of operating and process management was developed;
e Phase | of a transfer to the target model was completed (the operational structure of the network control centres
were unified);
® Programs providing for the development of data acquisition and transmission systems, as well as operational
arrangements for a transfer to the target model, were approved by SO UES JSC, Operational Dispatching Office of
Centre;
¢ A project providing for the introduction of network control and disturbance elimination systems was initiated and is
being implemented.

Additionally, in 2010 the following major operations were carried out:

e For the purpose of higher observability and controllability, primary and reserve digital communication channels were
established for 72 and 57 substations, respectively;

¢ Reliable and uninterrupted access to centralized information systems was provided;

® Expenses related to cellular communications of any kind were reduced;

e Design and exploration work was carried out with respect to the radio communications system to be used by the
Company’s units in 2011;

e Design and exploration work was carried out with respect to the dispatch system to be used by the Company's
units in 2011;

¢ A pilot project related to the introduction of the OMS/DMS system in Belgorodenergo is being completed;

e Unit distribution zone teleautomation work was continued (25 substations were covered);

e Phase |l of a pilot project providing for the introduction of the automated informative electric power metering system
covering residential users of Belgorodenergo is in the completion stage (approximately 17,000 Neuron meters were
installed);

* An automated informative electric power metering system for the wholesale electricity market was established,;

e An automated informative electric power metering system for the retail electricity market is being established
(approximately 115,000 meters were installed).

Subsequent development plans for information technologies and process management systems for 2011
provide for the following:
* Implementation of a program providing for the development of data acquisition and transmission systems at 110 kV
substations as approved by SO UES JSC;
e Completion of a program to transfer to a two-level model of operating and process management;
¢ Providing for the implementation of programs of prospective development for power metering systems for the retail
market (106,000 metering points);
e Completion of work related to the establishment of the distributed call centre.

INVESTMENTS AND INNOVATIONS
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A lesson in the classroom of Lipetsk District Power Grid of Lipetskenergo, branch of IDGC of Center, JSC



Lipetsk, Lenina-Sobornaya Square



9. Social responsibility

IDGC of Centre has set a goal to increase the efficiency of its human capital assets while
pursuing its development strategy. The Company improves the performance of its personnel
and preserves a favourable corporate environment for occupational safety and for its personnel
to develop. IDGC of Centre is a high-performance company and responsible employer.

In 2010, the Company continued to invest in the support and development of its personnel, as well as in programs
providing for occupational and environmental safety. The Company pays specific attention to youth outreach. During the
reporting year, it cooperated extensively with education establishments, and Youth Councils continued to operate.

Personnel

Manpower Policy

Employees of IDGC of Centre represent the Company's principal resources. IDGC of Centre pursues a targeted and
ongoing policy aimed at improving manpower and social policy as provided for by the Company's corporate strategy.

In 2010, for the purpose of the effective pursuit of the Company’s manpower and social policy, the Board of Directors
approved the Program for Support and Development of Human Resources. This program provides for a number of
measures aimed at preserving, replenishing and developing its manpower.

Strategic goa/ S ST

Retention e |dentifying personnel of key importance to the Company.
of manpower ¢ Developing and making arrangements for the rejuvenation of the Company’s
personnel, and its operating staff (maintenance personnel, engineers and
technicians) in particular.
Support and e Enhancing cooperation with leading Russian establishments of higher, secondary
development of and occupational education, especially for the purpose of target training for
the Company’s Replenishment NeWeomers.
of human ® Developing a system of occupational education, training and retraining of personnel

human
resources

L T e e R
* Improving the motivational system; developing the social partnership system.

¢ Enhancing contacts with the skill pool.

Personnel e Enhancing the psycho-physiological support of operating personnel and

development occupational safety.
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Personnel Structure

In2010, due to organizational changes and the assumption of accounting and IT responsibilities
by the Company, its manpower increased by 2,575 employees (or 10%) when compared with
the previous year. As of the end of 2010, the Company’s staff amounted to 30,906 employees.
In 2010, the Company’s staffing level totalled 95%.

A staff rotation analysis shows that active staff turnover
decreased in 2010 when compared with 2009, equal to
3.64% during the reporting year, and thus being 0.36%
lower than in 2009. Being a reliable and responsible
employer, IDGC of Centre ensures the prompt payment
of salary and benefits as provided by the Collective

B Management
[ Qualified personnel and clerks

B Job workers

Bargaining Agreement made by the Company and by 20
local regulations, as well as the implementation of social 20
programs. 10

. 31.12.2008 31.12.2009 31.12.2010
The personnel structure of IDGC of Centre comprises

more than 50% of job workers due to the nature
of the Company’'s business in the distribution grid

industry. In 2010, the share of qualified personnel and 100 B Working pensioners
clerks increased by 6.28%, while that of job workers % [ 45 years old - pension age
decreased by 4.59% as compared with 2009, This is 80 B 35-45years od

due to the recruitment of personnel ensuring record- 70 M 25-35years old

keeping and tax accounting, [T, telecommunications B Upto 25 years old

and call centre support, as these functions were
previously outsourced.

In terms of age structure, those more than 45 years
of age represent a majority. However, a positive trend 0
of personnel rejuvenation should be noted, which 81.12.2008 31122009 31122010
emerged as early as last year. In 2010, the mean age
of the Company’'s employees was below 38, while in
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2009 it was 41 years of age. This certifies that measures aimed at engaging newcomers due to a favourable working
environment and the implementation of numerous social programs have been effective. The Company places a high
emphasis upon recruiting and engaging newcomers. In 2010, due to its cooperation with relevant higher educational
establishments and vocational education institutions, the share of young and challenging employees under 25 and
between 25 and 35 years of age in general increased by 2.06% in contrast to the previous year.

Therefore, a tendency towards the enhancement
of the human resources of IDGC of Centre has a
positive nature. The Company primarily engages
young engineers and job workers of relevant power
industry professions of the optimum active working

100

90

80

70

60
50

35,32

48,84

[l Two higher education levels
and an academic degree

Higher education
[ Vocational secondary education
[ Secondary level of education

[l Post-primary education

age. Regarding aged, retiring personnel and OAPs,
the Company provides for benefits under the
Collective Bargaining Agreement and non-state

40
30
20

pension provision programs. 10 34,46

2,71
31.12.2008

17,038
2,72

31.12.2009

The high demand for state-of-the-art technologies in 8112.2010

the power industry requires the enhancement and
development of qualified personnel for the Company. The share of employees with only a post-primary or secondary level
of education decreased throughout 2010 and is likely to continue to decrease from now on.

The Company's manpower maintains a high qualification level: approximately 80% of the Company's employees graduated
from higher education or specialised secondary educational establishments. A total of 816 employees are graduates of
two or more higher education establishments, and 45 persons hold a PhD or ScD.

In 2010, the Company recruited personnel of whom the vast majority of managers and engineers had graduated from
higher education establishments (63% and 68%, respectively). Regarding job workers, the majority is represented by
graduates of specialised secondary educational establishments (56%) due to the nature of the Company’s business and
the requirements necessary to perform their duties. It should be noted that the share of graduates of higher education
establishments is higher than the share of retiring personnel with the same qualifications, and that the share of graduates
of specialised secondary educational establishments exceeds that of retirees with similar qualifications, thus certifying that
the personnel qualifications of IDGC of Centre are generally improving.

SOCIAL RESPONSIBILITY
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Training

The nature of the Company’s business provides for the availability of highly qualified personnel,
as well as their ongoing development and training, in order to achieve the objectives set with
respect to any and all of their activities.

IDGC of Centre pursues a unified policy in terms of personnel professional development and training, thus ensuring their
proper competence and capabilities.

The integrated personnel training and development system is based upon:
e Prompt, advanced training;
¢ Improved performance;
e Skill pool development;
e Higher motivation;
e Growing loyalty to the Company;
¢ Higher attractiveness of the Company as an employer.

The program of personnel training and development covers all employee subgroups, is system-based, and has an
ongoing nature. Training is provided depending upon the Company’s business processes. Training and development
programs are prepared with reference to personnel duties and is subject to business needs.

In 2010, a priority was placed upon advanced training for working with relay protection and automatic equipment, and for
measurement and metering system operators, dispatchers and electricians responsible for substation maintenance and
field service teams. Personnel training was ensured for principal power grid retrofitting and upgrade activities, as well as
occupational safety.

In addition, the Company’s employees were trained through specialised short-term seminars and courses and took an
active part in Annexions dedicated to various lines of business in the power industry. In 2010, more than 85% of the
Company’s personnel participated in educational events, including employees who had undergone pre-examination
training and studied industrial standards and regulations.

Within its educational program implementation, IDGC of Centre efficiently cooperates with the following institutions:
e lvanovo State Power Engineering University;
e Academy of Standardization, Metrology and Certification CPE Public Education Establishment;
e Fnergetik and Expertenergo training and retraining centres that are part of the Moscow Power Engineering Institution
(Technical University)'s Federal State Educational Institution of Higher Professional Education (Smolensk);
e nstitute for Continuing Education of Public Service Employees;
e Tver Production and Training Centre;
e | ipetsk Regional Training and Course Centre, State Educational Institution of Primary Vocational Education;
e Occupational Safety Centre Non-Commercial Partnership;
¢ Power Engineering Personnel Training Centre Non-State Educational Establishment;
¢ Other non-state educational establishments.
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It should be noted that IDGC of Centre is a promoter of a number of regional educational establishments in Tver, Orel and
Voronezh, thus primarily providing for the principal training of manufacturing personnel, as well as allowing the Company
to develop training programs and have an effective impact on the training process.

Skill Pool

In 2010, IDGC of Centre continued its work related to the creation of a skill pool for the
Company’s management. Pursuant to the Regulation for the Company’s Skill Pool approved
by Order No.248 of 27 October 2008, a personnel reserve shall be provided with respect to
all executive posts.

Currently, the Company’s skill pool totals 3,063 employees. For the purpose of entering the management reserve, the
most qualified and challenging employees having extensive experience and leadership skills were identified.

The Company’s management potential is being analysed using the SAP/R3 automated system (Creation and Development

of a Skill Pool). With respect to the Company’s skill poal, the following measures have been taken:

¢ For the purpose of promoting management skill training, the following programs were provided: Creation of a Leadership
Behavioural Model; Seven Skills of High-Performance Employees; The Development of Leadership and Management
Skills for Distribution Zone Executives;

¢ Discharging the duties of a manager was made an obligatory practice for the personnel reserve in the event of the
unavailability of key personnel.

Individual planning for an employee’s professional growth is provided within the skill pool training. Such planning provides
for the following methods and techniques: the involvement of a candidate in personnel training; the formation of creative
teams for facing technical and organizational challenges; practical training in a higher position for the term of the unavailability
of key personnel; the execution of draft documents, instructions or reports; and engagement as tutors or instructors in
training courses, educational programs or guideline execution.

It should be noted that IDGC of Centre provides for a foreman skill pool as well. In particular, this is accomplished on
behalf of incoming electricians, thus explaining the availability of a personnel reserve that are graduates of vocational
education institutions. As a rule, newcomers included in the skill pool undergo training at high and specialised secondary

educational establishments in professions complying with the Company's core activities.

In 2010, three employees from the Company’s skill pool were appointed to the office of branch manager.

SOCIAL RESPONSIBILITY
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Youth Outreach Concept

IDGC of Centre pursues an extensive policy of graduate engagement.

As provided for by the existing Regulation for Youth Outreach, the core activities related thereto are as follows:

¢ \/ocational-oriented education at schools aimed at arranging, developing and improving a long-term system of
vocational-oriented education, and the subsequent engagement of high school students in the Company;
identifying and selecting the most worthy and trained high school students to undergo targeted education at relevant
establishments;

e Cooperation with establishments of basic, intermediate and higher vocational education, based upon measures
provided for by cooperation agreements that have been made to cover targeted training, retraining and professional
improvement for qualified personnel;

* Newcomer targeted training at education establishments under respective agreements;

e Arrangement of targeted and system-based practical training or internships under respective agreements;

e Approval of educational grants by IDGC of Centre in order to increase the importance of education, engage the
most talented and purpose-driven youth in the power industry, and ensure social support for capable students at
educational establishments;

¢ Individual appointment of graduates of educational establishments under respective agreements;

e Compensating for housing for non-resident newcomers;

¢ Assisting educational establishments in ensuring high-quality, targeted training of students aimed at gaining knowledge
and skills in keeping with the Company’s core business, and enhancing and improving their training and laboratory
facilities under respective agreements.

Vocational-oriented meetings with graduates of secondary and high schools in the regions of the Company’s operation
has had a positive impact on interest in power engineering training. Thus, meetings in 2010 with pupils in their 9th-
11th year were held within the territory of Belgorodenergo. More than 800 students are involved in vocational-oriented
education programs at various educational establishments within the territory of Kurskenergo (in Kursk and the Kursk
Region). These students visited the museum of the power industry in the Kursk Region, the Network Control Centre, the
distribution zones, the Kotelnaya and Centralnaya substations, etc.

Moreover, open days were arranged by the distribution zones of the Company’s units to allow senior year pupils and
students of higher and specialized secondary educational establishments to learn the history of the respective unit, and
to take a look at the operations carried out by the service and unit elements, as well as the technical plant itself.

The Company's units provided for practical training and interships for students of specialised secondary and higher
education establishments. This form of cooperation makes it possible to evaluate the personal and business potential of
future power engineers, as well as their knowledge and skills, and to motivate them to join the Company in the years to
come.
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Graduates were recruited by the Company’s units within cooperation programs involving the higher educational
establishments of the regions, including lvanovo State Power Engineering University, Moscow Power Engineering
Institution (Smolensk Branch), Yaroslavl State Agricultural Academy, Belgorod State Technological University named
after V.G. Shukhov, Voronezh State Technical University, Voronezh Power Engineering Secondary Technical School, Orel
State Agricultural University Federal State Educational Institution of Higher Professional Education, Lipetsk State Technical
University and Bryansk State Agricultural Academy.

In 2010, Youth Councils continued their work at all the Company’s units. These councils strive to provide an effective
relationship with young employees; develop creativity, research and engineering inttiatives; and participate extensively
in the manufacturing, social and cultural activities of the Company. The Youth Council operates as provided for by the
Regulation for Youth Outreach and the approved action plan for the respective year (involving the areas of research and
engineering, social and sporting events, and housing and community).

Newcomers (graduates of educational establishments) undergo practical training for the term of one year in order to help
them adapt rapidly to the Company; to identify their managerial abilities, business and personal qualities; to assist them
in acquiring practical and managerial skills; and to enable them to be ready to work independently in the Company. The
practical training of newcomers is ensured and arranged pursuant to the Regulations for the Arrangement and Conducting
of Practical Training of Newcomers (Graduates of Educational Establishments). At the Company’s units, newcomers are
trained by designated persons who, as a rule, remain their tutors for two subsequent years in the Company.

Social Policy

IDGC of Centre is a responsible employer striving to ensure the most favourable working
environment and development prospects. Social responsibility is a basic principle of the
Company.

The Company's social policy is pursued by developing a social partnership system relying upon the Russian Power
Industry Tariff Agreement for 2009-2011 as the basis for the Collective Bargaining Agreement of the Company for 2009-
2011. The Company’'s employees are represented by the common shop-floor union organisation of IDGC of Centre,
comprising 11 primary trade union organizations. The Company’s Collective Bargaining Agreement regulates social and
employment relations in terms of salaries, the working environment, the social safety net, and benefits for personnel.
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Material incentives:

= ® Bonus payments; Certain privileges and bonuses
The Company & * Payments related to the work pattern or working environment; are provided jointly with the
Social Policy « ong-term service awards; trade union organization

 Year-end bonuses;
* Non-state pension program covering the Company’s personnel;
e Other privileges, bonuses and benefits.

Incentives are provided
pursuant to the Russian
Power Industry Tariff
Agreement and Collective
Bargaining Agreement ]
of IDGC of Centre

for 2009-2011

¢ Corporate assistance and support program for making improvements in housing;

e Sporting events;

e Corporate events for children of the Company’s employees;

¢ Awarding employees for high performance levels (innovative project implementation);

¢ \/oluntary health insurance;

® Health improvement programs (health resort treatment; pool, fitness club or gym leases);
e | ong-term service employee relations

The Company’s social policy provides for both material and non-material incentives for its personnel. Thus, the Company
provides its personnel with a number of social benefits, privileges and compensations, as well as material assistance.
As material incentives, IDGC of Centre makes payments related to the work pattern and working environment, as well as
long-term service awards, year-end bonuses and other benefits and compensations.

The Company places a high emphasis upon the implementation of programs providing for non-material incentives for its
personnel.

The Non-State Pension Program is supported by IDGC of Centre, thus ensuring the recruitment, retention and motivation
of personnel, establishing a favourable environment for employees to fund their pension accruals, and promoting proper
standards of living for the Company’s retirees. The foregoing program is implemented under the agreements made by the
Company with the Non-Governmental Pension Fund of the Power Industry, providing for both the corporate and parity
pattemns.

It should be noted that for the purpose of improving the living conditions of the Company’s personnel, the Regulations
for Corporate Assistance and Support of the Company’s Personnel with respect to Improved Housing Conditions has
been approved by the Board of Directors and is being complied with throughout the Company. Dedicated housing
commissions have been established at the Company’s units. In 2010, corporate support was provided by compensating
for expenses incurred by newcomers and highly qualified personnel with regard to rent, as well as the payment of interest
under mortgage loan agreements made with respective banks or lending agencies.

IDGC of Centre pays specific attention to the preservation and promotion of its personnel’s health. Pursuant to the
Collective Bargaining Agreement in full force and effect, as well as the corporate insurance coverage program, the
Company’s employees participate in the voluntary and personal accident and sickness health insurance programs. The
Company’s personnel enjoy almost all health benefits.
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The Company promotes sporting and recreational activities on an annual basis. In particular, in 2010 the Winter and
Summer Olympics were held involving the Company’'s employees. Personnel of IDGC of Centre also participated in the
All-Russia Winter and Summer Olympics promoted by IDGC Holding. In the reporting year, recreational activities were
carried out involving children of the Company’s manpower. IDGC of Centre provides its employees with packages to
health resorts, vacation hotels, holiday houses, and children’s holiday camps and centres. The Company promotes mass
leisure on weekends and holidays. For that particular purpose, it provides for gym, pool and fithess club leasing.

IDGC of Centre promotes competitions involving the children of its employees on various subjects. The children’s drawing
contest is arranged on an annual basis, coinciding with Power Engineer's Day involving the children of the Company’s
personnel.

The Company’s social policy is pursued as well through the undertaking of certain moral incentives provided for the
personnel of IDGC of Centre. Employees of the Company are awarded for high KPI, the implementation of innovative
projects, and long-term conscientious work. Thus, in 2010 a total of 146 employees received awards from the Ministry
of Energy of the Russian Federation, a total of 356 employees received corporate awards from IDGC Holding, a total of
17 employees received awards from the All-Russia Trade Association of Power Industry Employers, and a total of 607
employees received awards from the Company.

IDGC of Centre strives to make extensive use of the experience and intellectual potential of its long-term service employees
for the purpose of its business, and to promote mentoring, cultural and leisure, and social programs and measures in
cooperation with its long-term service employees. For that particular purpose, each unit established an Association of
Long-Term Service Employees. Specific programs coinciding with holidays and various anniversaries are being arranged.
In 2010, on the 65th anniversary of the Victory in World War |, IDGC of Centre took up the historical and memorial torch
of the Victory Flag.

Healthcare and Occupational Safety

The health and occupational safety of its personnel is one of the Company’s priorities.

IDGC of Centre strives to reduce the risk of injuries by third Occupational safety
parties at the Company's premises. Thus, the following
measures are being taken:

. . GENERAL IMPROVEMENT PREVENTION
® Improving the occupational safety management system; OF WORKING CONDITIONS OF ACCIDENTS
* Preventing accidents and occupational diseases; 9% |
® Inspecting workplaces; SANITARY AND

e Providing a safe working environment; PHYTOSANITARY
MEASURES

68%

® Training and staff relations;
e Ensuring the psycho-physiological support of personnel;

¢ Providing transport occupational safety; PERSONAL
. . . PROTECTIVE
* Employing personal protection equipment; EQUIPMENT

® Improving the operational dispatching management
system and ensuring safety within electrical installation
settings.
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In 2010, the Company’s units made five agreements (with the administrations of the Belgorod, Bryansk, Voronezh,
Kostroma and Kursk Region) in order to promote the implementation of a program aimed at reducing the risk of injuries.
The foregoing agreements provided for joint communication work aimed at preventing injuries by the public at the
Company’s premises.

For the purpose of compliance with the applicable labour legislation, Expenses related to occupational
andbased uponthe Regulations for Occupational Safety Management, safety, RUR (K)

the Company provides for personnel health inspections, and registers
employees in hazardous, unhealthy or arduous employment. The
foregoing activities are carried out with due regard to the data obtained
through an assessment of workplaces by the working environment.
Pursuant to labour legislation and the Collective Bargaining Agreement,
the aforesaid personnel shall receive additional benefits (excess
leaves, free milk and other similar food as provided by applicable 2009 2010
standards and rules, etc.). Pursuant to the Rules for Staff Relations

in the Power Industry of the Russian Federation as approved by Order No. 49 of the Ministry of Fuel and Energy of the
Russian Federation of 19 February 2000, all prospective employees in hazardous, unhealthy or arduous employment
shall undergo training with respect to safe and secure working techniques. Existing employees undergo regular training
with respect to occupational safety, and certain groups are involved in safety competence assessments.

In 2010, expenses related to occupational safety increased by 23.2% as compared with 2009 and totalled RUR 362 min.

Investments were made in order to provide personnel with advanced protection equipment and devices, thus reducing
the risk of injuries at work. The Company strives to maintain high standards of health care and occupational standards.
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Environmental Policy

Being a socially responsible Company, IDGC of Centre takes care of the environment and
promotes its safety, ensuring reliable and environmentally sound power transmission and
distribution, as well as an integrated approach to natural resource utilization.

For that purpose, the Company has developed and pursues an Environmental Policy, as well as the Program for
Environmental Policy Implementation in 2008-2010, specifying the primary measures related to environmental protection
from any negative impact as a result of its production activities. Year after year since 2008, the Company has continually
increased its expenses related to its environmental policy implementation. Thus, in 2010 IDGC of Centre spent RUR
24,308.57 K, exceeding by 8.5% the expenditures of 2009.

The Company’s environmental policy provides for the following:

® Survey of emission sources and the development of draft standards for the maximum allowable emission limits
* monitoring of vehicle exhaust gas toxicity

Air protection ¢ maintenance or replacement of the fuel systems of vehicles

 organization of the control of its compliance with the standards for the maximum allowable emission limits

* land improvement, and planting.

e L aboratory analysis of microbiological, radiological and chemical parameters of ground waste water

. and discharge water

Water protection * monitoring of the observance of the maximum allowable concentration of harmful waste water impurities
and sustainable use « regular water sampling from artesian boreholes

® determination of places for car washing.

® Primary recording of waste generation and management

e regular monitoring of the accumulation and temporary storage of extra-hazardous wastes (i.e., used mercury lamps);

) production waste recovery

Land prOt_eCtlon e delivery of production waste (entry into delivery contracts) to special organizations for further recycling or the disposal

and sustainable use thereof; the determination of waste disposal limits

e the making of arrangements for the improvement of industrial sites to be used for the temporary storage
(accumulation) of waste.

¢ Actions on the operation and maintenance of equipment at substations, including the replacement of oil-filled switches
by vacuum switches
¢ the maintenance of the oil headers of transformers

Engineering
actions ¢ the maintenance of drainage systems; the replacement of oil-filled bushings in transformers with solid insulator bushings
¢ and the retirement of worn-out automotive equipment and the acquisition of new equipment.

In 2010, a total of 1,224 oil breakers were replaced, thus making it possible to reduce by 5% the risk of environmental
damage in contrast to 2009.
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Tver, the monument to Afanasy Nikitin, Tver merchant



10. Public relations

Communications control is an integral part of the strategic management and information
policy of the Company. When developing and implementing its long-term communication
strategies and improving its communication environment, IDGC of Centre complies with the
unified requirements of the reputational and information policy of IDGC Holding JSC.

Establishing effective communications with the public and governmental authorities, as well as the holding of congresses
and Annexions, contributes to increasing the publicity and image of the Company.

The communication strategy pursued by IDGC of Centre is integrated with the key strategic goals of the Company
and aimed at maintaining the image of an innovative, upward-moving and socially responsible Company that is highly
transparent and approachable to various groups of data users.

During the reporting period, IDGC of Centre was involved in informational support and PR events aimed at achieving its
strategic goals related to a transfer to a RAB-based tariff regulation system, expanding its share of the power grid market,
attaining higher reliability and efficiency for its power grid facilities, etc.

The Company takes an active role in ensuring favourable conditions for the subsequent development of small- and
medium-sized enterprises in Russia.

All of the Company’s units made cooperation agreements with the regional office of OPORA RUSSIA, as part of the
cooperation agreement made by and between IDGC Holding JSC and OPORA RUSSIA, a Russian Non-Governmental
Organization for Small- and Medium-Sized Entrepreneurship. In 2010, all the Company’s units held round tables
(educational seminars) related to technological connections, the introduction of dedicated resource allocation tools in the
event of privileged connections, the execution of documents in terms of bidding, energy efficiency and conservation, and
the implementation of resource allocation concepts and tools applicable to privileged connections. These events focused
on technical, legal and financial issues, thus allowing customers to rapidly resolve the connection of their facilities to the
Company’s grids.
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Congresses, Annexions, and Museums. Historical and Memorial Events

In 2010, IDGC of Centre participated in 18 congresses and Annexions in Moscow and the regions of the Central Federal
District of Russia. The major events included Energy Efficiency in Russia and Smart Metering Russia forums, as well as the
[T in the Fuel and Energy Complex and Power Grids in Russia Annexions. In 2010, the PR Department of the Company
was acknowledged by the International Korensk Trade Fair (Kursk), the Seventh Smart Grid Specialised Interregional
Annexion (Belgorod), and the IT in the Fuel and Energy Complex First International Annexion and Conference (Moscow).
In 2010, the history museum of the power industry of Yaroslavl received a unique showpiece: an all-electric model of the
Yaroslavl production facility with the Severnaya substation (in scale 1:100).

In December 2010, in advance of the 50th anniversary of Tambovenergo, the Company’s unit opened its own museum
of the power industry of the region. This museum has various showpieces related to electrical engineering history of the
late XIX- early XX century.

On 6 May 2010, The Torch of the Victory Flag program initiated by IDGC Holding JSC coincided with the 65th anniversary
of the victory in World War ll. This program commanded the widest possible support of the public in the regions of
Russia.

During the reporting period, IDGC of Centre arranged for PR events related to the 90th anniversary of the Program
approved by the State Commission for the Electrification of Russia. The Company’s units arranged for historical media
tours to advanced substations for the graduates of vocational-oriented higher and intermediate educational establishments
of the power industry professions and the mass media. Tours to the museums of the Company’s units were arranged for
high school students in cooperation with the Association of Long-Term Service Employees.

Efficient Communication Policy of the Company

The Company cooperates with leading regional and industrial mass media for the purpose of pursuing a single information
policy, higher brand awareness, marketing as an informationally transparent company with a positive reputation, and
increasing its information coverage.

During the reporting year, IDGC of Centre was deemed to be a leader in innovative energy conservation and efficiency,

as well as in the introduction of advanced smart technologies and state-of-the-art technical policies within the media
scene.
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In 2010, based upon an assessment of the distribution
of information related to the Company by mass media
groups, the Intemet prevailed, and this development
will continue to enhance over the long run. Therefore,
the Company places high emphasis on the content,
maintenance and advance of its Web presence.

The Company makes disclosures in both Russian and
English.

Corporate website traffic increased by 45% in 2010 as
compared with the similar period last year.

The Company intends to efficienty pursue the
communication strategy it has developed by promoting
its corporate website, as well as by cooperating closely
with federal and regional mass media, developing
advanced communication channels, arranging PR
events, participating in congresses and Annexions,
ensuring positive public relations, and extending access
to the Company’s data for all concerned users.

Allocation by mass media groups, %
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Contacts

Full name Interregional Distribution Grid Company of Centre, Open
Joint-Stock Company

Abbreviated name IDGC of Centre, JSC

Principal place of business and mailing address 4/2, Glukharev Per., Moscow, 129090

Dedicated hotline for shareholders and customers of the 8-800-50-50-115

Company

Phone (495) 747-92-92

Fax (495) 747-92-95

E-mail posta@mrsk-1.ru

web-site www.mrsk-1.ru

Shareholder and investor relations Tatyana Miroshnichenko, Head of the Department for

Shareholder Relations
tel. +7 495 747 92 92 ext. 3181
http://www.mrsk-1.ru/stockholder/calend/

Bank details Taxpayer Identification Number (INN) / Tax Registration
Reason Code (KPP): 6901067107 / 770801001
Settlement account: 40702810000000019885
in Commercial Bank ROSBANK OJSC
Bank Identification Code: 044525256
Correspondent account: 30101810000000000256

or
Settlement account 40702810300000004749 in
Gazprombank (Open Joint-Stock Company)

Bank Identification Code: 044525823
Correspondent account: 30101810200000000823

166 PUBLIC RELATIONS



Glossary

ADS Automated dispatching system

AGMS Annual General Meeting of the Shareholders

AIEPAS Automated informative electric power accounting system

ASEBM Automated System of Electricity Billing and Metering

BP Business Process

CDC Central distribution centre

CF Cash flow

Cl Capital investments

Company Interregional Distribution Grid Company of Centre, Open Joint-Stock Company (IDGC of
Centre, JSC)

CSC Customer support centre

CT Current transformer

Current transformer

Current transformer

DC

Distribution centre

Design and exploration

Design and exploration

DGC

Distribution grid company

Dz Distribution zone

EBITDA Earnings Before Interest, Tax, Depreciation and Amortization;
indicator showing the profit of the company before income taxes, interest accrued on loans
and depreciation are deducted

ECA Emergency control automatics

EGMS Extraordinary General Meeting of the Shareholders

FA Fixed assets

Federal Grid Company

Federal Grid Company

Federal Tariffs Service of the

Russian Federation

Federal Tariffs Service of the Russian<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>