


General Shareholders

Meeting is listed below.

This proposal for the
distribution of profits of the
Company provides the

necessary contributions to
replenish the reserve fund
(RUR 7,522 thousand). Given
that the Company's net

profitin 2009 in amount of

Main indicators of the accounting and financial reporting

RUR 150,430 thousand, the
estimated net profit from
technical connection, which is

a source of capital investment

amounted to RUR 337,828

thousand, remaining amount
of net income of RUR 142,908
thousand is proposed to be
sent for the development of

production.

ACCOUNTING METHODS AND POLICY

Accounting policy of
the Company as a complex
of principles, rules and
technologies of accounting
is worked out to collect
maximally full, objective,
truthful and operative fi nancial
information in accounts and
reports taking into account
organizational and industrial
specific features of the

Company.

The Company carries out
accounting according to the
Law of 21 November 1996
No.129-FZ “On Accounting”,
the Order on Accounting and
Accounting Reports in the
Russian Federation approved
by the Order of the RF Ministry
of Finance of 29 July 1998
No.34n and Working plan
of accounts is formed on the
basis of the Accounting of
Financial and Business Activity
Plan and Instruction for its

implementation approved by

the Order of the RF Ministry of
Finance of 31 October 2000
No.94n taking into account
industrial and organizational

specific features.

During the record-
keeping, the Company
follows generally accepted
requirements fo accounting
and reporting such as:
circumspection, fullness,
rationality, consistency, priority

of contents over form.

The Company carried
out record-keeping using
methods of accounting. They
are: balance abstraction,
accounting system and double
entry system, cost measuring,
primary observation, including

documentation and inventory.

Responsibility for
organization of accounting
and reliable accounting

reports of the Company,

law observation during
implementation of business
actions, provision of an
obligatory accounting is

undertaken by:

General Director of
the Company;

Directors of the Company’s
branches (according

to Regulations for the
Company’s Branches and
Powers of Attorney).

Responsibility for supply
of internal and external users
with complete and reliable
accounting reports of the
Company is undertaken by the
Company’s Deputy General
Director for Economy and

Finance.

Responsibility for
accounting and tax recording,
preparation of accounting and
tax reports, and forming of the
Company’s accounting policy
is undertaken by the Senior

Accountant — the Head of

the Department for Financial
Accounting and Reports of the
Company.

To carry out accounting
and form accounting and tax
reports of the Company

the Department for
Financial Accounting
and Reports at the
Executive Body,

departments for
Accounting and Reporting
Management at the
Company’s branches, and

divisions for Accounting
Reports at branches’
production departments
were established.
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To provide control over
safety and effectiveness of
the Company’s property use,
a united system of internal
control has been created. It

includes:

planned and extraordinary
inventories of property,
property rights, liabilities
and expenses of future
periods carried out by
permanently acting
inventory commission;

creation of the
structure of financially
responsible persons;

limiting and rating of
separate expenses;

budgeting of the
Company’s incomes and
expenses.

Accounting and
accounting reports of the
Company in 2009 were carried
out using 1C:CIS TA Energo
program at “1C: Enterprise 8”
Platform.

The Company’s assets
accounted in the structure of
fixed assets enter in accounting
records at primary cost (sum of
actual expenses connected with
their purchase and bringing to
the condition suitable to use
them).

Cost of fixed assets

is repaid by accrual of

depreciation using straight-line
method during their useful life.

The term of useful life
of fixed assets objects is
determined by a specially
created commission of the

ground of:

expectancy of use
according to expected
productivity of
expected capacity;

expected depreciation
which depends on
exploitation regime
(amount of switches),
natural conditions and
corrosion, repair system;

regulatory and other
limitations of the object’s
use (for example, the term
of leasing).

Reserves for fixed assets

repair are not created.

In the financial statements
(profit and loss accounts) the
Company shows revenues and
costs amounting to five percent
or more of total revenues
and expenses during the
reporting period, for each type
separately.

Regardless of the
proportion of the total income
and expenses during the
reporting period, the Company
in the financial statements

discloses revenues and

expenses in a separate line for
activities subject to public (tariff)

regulation.

Formation of the
Company’s (assignee’s)
“Capital and Reserves” balance
item after reorganization in
the form of a merger as of 1
April 2008 was carried out
with divergency from a literal
use of p.25 of the RF Ministry
of Finance Order of 20 May
2003 No.44n “On Approval
of Methodological Instructions
on Formation of Accounting
During Reorganization of a
Company”. The regulation
doesn’t allow univocal
treatment of accounting
method which is to be used.
That's why formal approach
to treatment of the regulation
comes into conflict with
regulations of the Civil

Legislation.

During the reorganization,
the Company’s assets were
formed on the grounds of
deliberate approach towards
rights of the Company’s

shareholders.

The Company’s charter
capital is formed in the amount
provided for by founding
documents. During the

reorganization in the form of
a merger, capital items of the
organization which merged,
were placed at the assignee’s

balance.

According to p.23 of
the RF Ministry of Finance
Order of 20 May 2003
No.44n “On Approval of
Methodological Instructions
on Formation of Accounting
During Reorganization of a
Company”, the Company’s
reserve capital is formed by
summing of earlier achieved
indicators of predecessors
under the balance item at the
moment of reorganization.
Reserve capital of predecessors
was formed by means of
sources earlier provided by
tariff decisions of regulatory
bodies. The Company’s reserve
capital is aimed at covering
possible losses as well as
purchasing shares in case of
absence of other facilities.

A positive difference
between cost of net assets of
predecessor organizations
and notional value of shares at
their conversion is included into
additional fund.



The additional fund
formed as a result of the
Company’s reorganization
is used in general order to
reveal decreases and increases
in the value of fixed assets
objects during re-estimation.
Moreover, at the moment of
writing the object off account
(on any ground) cumulative
increase in the value (including
the amount cumulated before
the reorganization) is written
off to the Company’s retained

profits account.

Amount of property value
increase after re-estimation is
used for decrease of value of
the objects which earlier fell
under increase of value within

the boundaries of cumulated

amounts at each separate

inventory object.

The Company spends
undistributed profits for the

following purposes:

decreases in the value
of intangible assets of
subordinate organizations
over amount of additional
capital (cumulated for the
object of value increase);

purposes determined by
founders (shareholders)

of the company including
paying of dividends,
financial provision of
production development
and other similar measures
of purchase (creation) of
new properties, etc.

Accounting of
calculations on the ground of
income tax is carried out using
rules of revelation of deferred

tax liabilities and assets.

The Company forms
its accounting providing
revelation of contingency after

the reporting date.

The Company provides
for possibility of creating

valuation reserves.

It doesn’t provide for
creation of special funds by
means of net profit except for
reserve fund. The responsibility

of the reserve fund creation
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is placed on the Company by
legislation.

The Company renders
reporting information in
geographic sections, as main
risks and profits of a company
are determined by differences
of activity in different

geographical regions.

The Company disclosures
information on related parties
on the assumption of contents
of the Company’s relations
with the related party taking
into account the priority of

demand for content over form.

Annual accounting
report, distribution of profits
and losses is considered by
the Board of Directors and
approved by the General
Shareholders Meeting;
afterwards the information
becomes a subject of

publication.

In the year 2009,
the Company formed
consolidated book-keeping
according to International
Financial Reporting Standards
(IFRS) which is planned to be
published before May 01,
2010.

The company operates
a policy of maximum
convergence of accounting
policies for the purposes of the
accounting formation (financial
statements) in accordance
with the RAS and IFRS financial

statements.

Annual accounting report
of IDGC of North-West for the
year 2009 is provided for in
Appendix No.8, the report of
the Auditor of IDGC of North-
West on accounting (financial)
reports of the Company for
the year 2009 is in Appendix
No.9, the report of the
Auditing Commission of IDGC
of North-West on results of
financial and business activity
of the Company in 2009 is in
Appendix No.10.



HR PoLICY AND
50CIAL PARTNERASUIP




HR POLICY

MAIN PRINCIPLES AND GOALS OF HR POLICY

The peculiarities of
the IDGC of North-West's
business determine a special
value of the human resource
for development of the
Company. Only personnel
with high qualification,
motivation for conscientious
implementation of their work
of high quality, initiative and
innovation, can provide for
successful realization of the

Company’s strategy.

Main aim of the HR
policy is creation of such
the personnel management
system which would provide
the Company with a stable
status of “preferable
employer” in opinion of
people ready and able to
bring it maximum benefi t.
That is why the Company’s
HR policy is based on the

following principles:

Combination of
preservation, renewal

and maintenance of

an optimal amount and
qualitative structure of
personnel able to provide
for achievement of current
and prospective goals;

Organization of
maintenance of united
HR records and HR
documentation providing
for keeping within

labor legislation;

Forming of an effective
system of moral and social
motivation of the personnel;

Forming and
implementation of
effective social policy
of the Company;

Organization of a system
ensuring preventing
measures against injuring
and health keeping

of the personnel;

Organization of an
effective system for
training, retraining and
skill improvement of the
Company’s personnel.

HR Policy and Social Partnership

To realize the principles A significant result
during the year 2009, a

systematic work aimed at

of the work became also
development and signing of a
Collective Agreement for the
years 2009-2011 which was

united for all branches of the

involvement and keeping of
professional workers, creation
of an effective motivation
system, comfortable working Company.
conditions as well as

possibilities for professional

growth and development was

carried out.

Main results of this work
are the following: increased
allocation of job offers on defi
cit professions, improvement
of personnel structure by level
of education, reduced staff

turnover.

Implementation of
permanent methodological
support and control,
coordination of work of HR
departments of branches
allowed for provision
of not only full keeping
within all conditions of the
labor legislation but also
of preservation of high-

qualitative personnel.
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Education of workers
by second (usually,
allied) profession;

Training of engineering
employees in professions
of Rostekhnadzor (Federal
Service for Environmental,
Technological and Nuclear
Supervision) and Russian
Transport Supervision;

Obtaining of higher and
secondary professional
education by employees.

IDGC of North-West
cooperates with the following

Universities:

Petersburg Power Engine
Institute of Professional
Development (PEIPK),

“Training Center for
Energy Power Employees”
non-commercial

education institution,

International Center
for Financial and
Economic Training,

Consulting and methodical
center of labor safety of
the Murmansk region;

Non-State Education
Establishment “UC
ENERGETIK”, Vologda;

Autonomous Non-
Commercial Organization,
Training Centre of Moscow
Institute of energy and
energy conservation;

Training Centre of
Kolenergo, JSC IDGC
“North-West”;

Educational Center
Murmanskavtotrans;

CJSC “Management

Company of Corporate
Energy University”;

Academy of National
Economy under the
Government of the Russian
Federation.

In 2009, under the
training center of Kolenergo,
branch of JSC IDGC of North-
West, a Branch Department of
the Murmansk State Technical
University was opened, which
allows to bring the curriculum
and quality of knowledge of
graduates to the needs of

Kolenergo branch.

In accordance with the
schedule of the competition for
professional skill in branches
in 2009, the folllowing
competitions of professional

skill were carried out:

Competition of professional
skill of drivers;

Competition of professional
skill of personnel of
emergency crew;

Competition of professional
skill of maintenance
personnel teams of
distribution networks.

On the base of
Vologdaenergo branch
competitions of professional
skills of field service teams of
distribution networks of IDGC

North — West were carried

out.

Within the frameworks of
measures on increase of the
personnel’s skills, an annual
technical-economic training at
working places is organized.
The training involves up
to 80% of the Company’s

number of workers.

Technical and economic
studies are carried out in
industrial units in accordance
with applicable local
regulations and on the basis of
the approved lesson plans for

classes off the job.

Work with personnel
reserve is carried out
according to the Regulations
for Work with Personnel
Reserve for nomination to

management positions.

Personnel reserve
nomenclature has been
worked out. It consists of
positions of managers
according to activity aims,
managers and deputy
managers of a branch’s
departments and production
departments, managers
of sectors, production

laboratories, senior masters,

masters, senior supervisors on
operation, senior controllers,
heads of Major Departments’
headquarters, and leading
engineers of services for relay

protection and automation.

According to approved
lists, number of candidates to
the reserve for management
positions by nomenclature
of branches and production
departments is 2,876

employees,

To estimate dynamics
of professionally important
qualities development and
to receive recommendations
on advisability of occupation
of nomenclature positions,
the service for ensuring
psychological and
physiological reliability of
branch’s personnel carried
out psycho-physiological
diagnostics of reservists which
provided for an opportunity
to reveal presence of
optimal personal qualities
and potential of a reservist
necessary for effectiveness
and advisability of occupation

of a reserve position.

Employees from the

reserve used to pass through



training and skills improvement
according to the Plan for the
year 2009.

SOCIAL
ACCOUNTABILITY

A key moment in human
resources management is
implementation of an effective

social policy in a company.

An effective system of
social protection implemented
by the Company helps to
involve professional specialists
in the Company, reduces labor
turnover and is one of bases
for successful production

activity.

Investing material assets
in development of personnel
and using tools of indirect
motivation, the Company
stabilizes the collective,
increases social protection
of working employees and
retired workers, forms its
positive public image, and
ensures rational combination
of processes of renewal and
preservation of high qualitative

personnel.

A complex Program
“Organization of Social Policy
Development in 2007-2009”

has been worked out in IDGC
of North-West. List of aims

of the Company’s social
policy implementation is wide
enough and includes items of
non-state pension support,
medical insurance, provision
for rest and the personnel’s
health promotion, care for
pensioners — electric power
industry veterans and young
specialists, as well as measures
on forming and development

of corporate culture.

The main principles of

social policy realization are:

Address - focus primarily
on those groups of
workers, who influence the
effective implementation of
production tasks and goals
of the complex network

of North-West and most
unprotected workers;

Relevance —
correspondence of
provided benefits to
basic needs of specific
groups of employees,
individual approach;

Expertise - providing
social support in
different areas of life;

Openness - open
discussion of emerging
social provisions and the
availability of information
about existing privileges
and guarantees;

Effectiveness - continuous
monitoring and evaluation
of the effectiveness of
the motivating factors.

HR Policy and Social Partnership

In the current highly
competitive labor market
regions, given the difficulty
of maintaining staff in a
restructuring of the energy
industries and the background
processes of economic and
financial crisis in 2009, special
importance was given to the
development of the social
aspect of industrial relations.

Social policy of IDGC of
North-West during 2009 was

focused on:

Maintaining social
stability and development
of social partnership

in reorganization;

Provision of social security
of personnel, their families
and veterans of energy
industry in financial

and economic crisis;

Develop a corporate
culture in order to motivate
staff to implement the
mission of the enterprise
and the current objectives

Forming a favorable
sustainable socio-
psychological climate
in the team;

Ensuring a positive public
image of the Company.

The social policy of IDGC
of North-West was carried
out within the framework of
collective agreements of its
branches in 2009. Realization
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of the social policy was carried
out in the following areas of

focus:

PREVENTION OF ILLNESS
AND RECOVERY OF
WORKERS AND THEIR
CHILDREN

Voluntary medial
insurance (VMI) and voluntary
insurance of the Company’s
personnel against accidents
and illnesses was carried out
according to the Regulations
for Provision for Insurance
Coverage at IDGC of North-
West during the period up to
1 January 2010, as well as
the Program for Insurance
at IDGC of North-West for
the year 2009. According to
competitions for selection of
an insurance organization
carried out in December
2008, IDGC of North-West
conducted agreements
on YMI and accident and
illnesses agreements with
“AlfaStrakhovanie”, LLC.

One of the most
important components of
personnel’s health promotion,
propaganda of a healthy
way of life and prevention
of illnesses is provision of

the Company’s employees

with a possibility fo go in

for gymnastics and sport,
implementation of sport
competitions and holidays,
participation in Sports Games.
During 2009, about 200
events have been carried out
within the framework of the
Program. About 4.7 thousand
employees participated in the

events.

In winter sports of IDGC
Holding the team of the
Company got 6 placed, and in
the summer sports — 5 place.

During the reporting
year due to full or partial use
of the Company's funds, 496
children of employees visited
health resorts and boarding
houses in the country, resorts
in Anapa, Gelendzhik, Sochi,

Tuapse.

SOCIAL SUPPORT
OF NON-WORKING
PENSIONERS AND
EMPLOYEES RETIRING
FROM THE COMPANY
Social responsibility of the
Company fixed in Collective
agreement provides also
for expenses for financial
support of ex-employees of the
Company who used to receive

monthly pension supplements,
rewards on Victory Day,
Defender of the Motherland
Day, Elderly People Day,

Day of Power Engineer and
private jubilees, as well as
compensation of expenses

for electric and heat energy.
Relatives of pensioners and
veterans used to be paid for the

costs of ceremonial services.

In connection with the
professional holiday Day of
Power Engineer, Company's
branches organized greeting of
veterans with the presentation
of commemorative gifts
and food packages for the
occasion. Activities were
conducted with the help
of community veterans'
organizations of North-West
regions, and involved more
than two thousand veterans of
Power in Northwest region of

Russia.

SPECIFIC SOCIAL
PAYMENTS, BENEFITS
AND COMPENSATIONS
TO THE COMPANY’S
EMPLOYEES

This component of the
Company personnel’s social
benefits provided for several

purpose cash payments

and compensations for the
personnel according to rules
of collective agreements
acting in 2009. Most significant

are the following:

Nonrecurrent financial
assistance to vacation;

Reimbursement for the
cost of travel within

the territory of the RF

to a place of vacation
and back of employees
and their dependents
working in the Far North
and similar areas;

A 50% discount for
electric and heat power
consumed at home;

Payments in case of
delivery of a child,
registration of marriage,
death of a relative;

A limp sum payment
for employees who
retire after awarding
retirement pension.

IMPLEMENTATION OF
THE PROGRAM FOR
NON-STATE INSURANCE
COVERAGE

The Program for Non-
state Pension Coverage
of IDGC of North-West's
personnel was approved
by the Company’s Board of
Directors as of December
02, 2009 (minutes # 52/7).
The main aim of the Program
is provision of IDGC of
North-West pension-aged
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MATERIAL DAMAGE

Covering of damage of workers injured in accidents at the place of production was carried out
by the Social Insurance Fund according to the Federal Law “On Obligatory Social Insurance against
Accidents at the Place of Production and Professional Diseases” of 24 August 1998 No.125-FZ from

the amount of insurance payments made.

Total losses the Company’s branches bear as a result of accidents at the place of production
which include expenses for expert examinations of different kinds, tfransport payments, maintenance
of working conditions for investigation commissions, as well as court orders at previous year’s

accidents, are:

‘ Material damage, RUR million

Name of branch/IDGC

| 2007 roa 2008 roa 2009 roa
Arkhenergo 0,00 0,00 0,03
Vologdaenergo 0,15 0,26 0,24
Karelenergo 0,09 0,13 0,14
Kolenergo 0,66 0,04 0,10
Komienergo 0,25 0,05 1,14
Novgorodenergo 0,10 0,04 0,26
Pskovenergo 0,17 2,80 0,00
IDGC of North-West Total 1,42 3,30 1,90
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PROVISION OF PERSONNEL WITH WORKING CLOTHES

Provision of personnel with certified working clothes and special shoes is carried out according

to demands of standard legislation, the Collective Agreement of IDGC of North-West on the base

of results of working places certification.

Name of branch/IDGC

Arkhenergo
Vologdaenergo
Karelenergo
Kolenergo
Komienergo
Novgorodenergo
Pskovenergo

IDGC Noth-
West Total

Number of employees to provide with costumes
resistant to thermal effects of electric arc, pers.

1013
1249
626
470
1344
779
865

6346

Actual number of employees tprovided
with costumes resistant to thermal
effects of electric arc, pers.

1007
1239
626
470
1344
778
865

6329

Including summer costumes, pers.

1007
1242
626
470
1344
781
865

6335

Including winter codtumes, pers.

1007
1239
626
470
1344
778
798

6262

Number of employees not provided with
summer or winter costumes , pers.
Percentage of costumes, %

Percentage of summer costumes, %

6 (newly hired) 99,4 99,4
10 (newly hired) 99,2 99,4

- 100,0 100,0
- 100,0 100,0
- 100,0 100,0
4 (newly hired) 99,5 99,8
- 92,2 10,0

20 98,7 99,8

Percentage of winter costumes, %

99,4
99,2
100,0
100,0
100,0
99,5
92,2

98,7



EMISSIONS TO AIR

Branches of IDGC of North-West have no significant impact on the air.

EMISSIONS OF POLLUTANTS INTO THE ATMOSPHERE DURING THE REPORTING PERIOD WERE (TONNE)

Emissions of pollutants, total
solid

Gas and liquid

including:

Sulfur oxide

Carbon oxide

Nitrogen oxide

Hydrocarbons (without volatile organic compounds)

Volatile organic compounds

The bulk of emissions
come from diesel generators
in the branches of Arkhenergo

and Komienergo.

With a view to
normalizing the emissions in
the production deartments,
projects emission limits
developed and agreed with
the territorial administrations
of RTN.

Environment Protection

MAINTAINED OR
RESTORED HABITATS:

In the process of

environmental protection
during 2009 in the branches
of JSC IDGC of North-West

843,3 work on the reclamation of
229 disturbed land with total area
820,4 of 166.571 ha was performed.

The need for
81,8 s
remediation is the result
261,2 .
of the reconstruction and
358,5 . .
construction of overhead lines,
73,8 . .
as well as contamination of
451

soil cover with local spillage

of transformer oil from

THE USE OF WATER RESOURCES

The basic amount of water consumed by the branches

decommissioned transformers.

comes from the city water supply.

The total number of abstracted water from natural sources
(artesian wells and surface water) during the reporting period is:
THOUSAND M3

Water abstraction from

water bodies, total 53,1
including

Surface source 14,8
Underground source 38,3

The main volume of water consumed is spent on drinking
needs - 70%, and 30% - for production needs.
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Environment Protection

INITIATIVES TO MITIGATE
ENVIRONMENTAL
IMPACTS:

In order to reduce the
environmental impact, part of
waste consumption does not
go to landfill, but transferred
to specialized organizations
for reuse and disposal. For
recycling and reuse 628.9
tons of scrap metals and scrap
non-ferrous metals, 41.2 tons
of used tires, 119. 7 of waste

oil was sent.

ADVANCED
TECHNOLOGIES
APPLICATION AND
SOLUTION FOR ENERGY
TRANSPORTATION AND
DISTRIBUTION

Use of the modern
materials and equipment to
upgrade the grids and gradual
putting out of operation of
the old equipment allows
reduction of negative influence
on the environment during
energy transportation and
distribution.

During the upgrade in
2009 the substitution of the 60
oil-circuits by modern vacuum

ones was carried out.

In 2009, we carried
out the arrangement of self
bearing conductors and the
substitution of old bare wires

by self bearing ones with the
total length of 128.09 km.

The installation of the
vacuum and SFé circuit
breakers excludes the
necessity of implementation of
the priority repairs and a great
number of periodic unplanned
checkups required for other
types of circuit-breakers. The
circuit breakers possess the

higher degree of failure-safety;

they are fi re-safe and if there
are no sulfur hexafl uoride

leakage - ecologically pure.

ECOLOGICAL PERSONNEL
QUALIFICATION

Personnel of IDGC
OF North-West's branches
carrying out the environmental
protection functions,
as a rule combine the
obligations of the engineers
of industrial and technical
services. The specialists of
Arkhenergo, Karelenergo,
Novgorodenergo branches
and the executive body of
IDGC of North-West have

special education in the

sphere of the ecology and

environmental protection.

In 2009, specialists of
the Company, responsible
for the environmental
protfection activities as
well as organization and
implementation of ecological
policy went through the
training in the following

directions:

training of persons to work
with hazardous waste
(Ensuring environmental
safety while working in the
field of handling hazardous
wastes) in the amount of
112 hours - 19 people.

ensuring environmental
safety managers and
specialists of general
business management
systems - 4 people

dangerous wastes
treatment — 15 people;

During the year, the
specialists of the branches
attended seminars in
different directions of the
environmental protection
activity.

In 2010, it is planned
to go on the education
of branches specialists
responsible for the control and
meeting of the environmental

protection measures.
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Strategic Goals and Objectives

INVESTMENT PLANNING. THE DEVELOPMENT OF CAPITAL INVESTMENT AND NEW

CAPACITY

Formation of the
investment program of IDGC
of North-West will be based
on technical necessity, taking
into account the real need
for renewal of fixed assets
and new construction for the
development of the region.
The basis for the formation of
an investment program will be
the long-term development
schemes, with relevance of the
projects on reconstruction and
construction of facilities within
them, taking into account the
investment program of JSC
“UES FGC” and generating

organizations.

The investment program
will be designed with

regard to:

application of the best
developments of domestic
and foreign equipment
and technologies

concentration of
resources on the most
effective projects

use equipment that does
not require maintenance
over the life cycle, with the
lowest cost of maintenance

priority of reconstruction
and technical re-
equipment before repair

ensure a competitive
advantage over other
owners of the network

use of the equipment
at the lowest cost
electricity transmission
and transformation.

It is planned to further
incorporate the requirements
of JSC SO UES and the
regional administrations
on reconstruction and / or

construction of new facilities.

In the future, the
formation of the investment
program will take into account
the need to replace the entire
worked—off power grid
equipment, not extended
by technical inspection.
Formation of the program
is expected to be exercised
with consolidation of power
grid assets in the North-
West region. The long-term
investment program should
include investment in the
newly created assest with the
commissioning of innovative,

high-efficiency equipment.



PROVIDING SERVICES FOR ELECTRICITY
TRANSMISSION AND TECHNOLOGICAL

CONNECTION

Taking advantage of its
natural monopoly position,
infrastructure development,
client orientation, qualification
and experience of staff, IDGC
of North-West plans to expand
the market for electricity

transmission services.

In order to reduce
the cost of organizing an
automated system for
collecting and processing data
from the metering of electricity
is anticipated. Transfer of
accounting at the company
will fully control the sources of
information on the amount of

transferred power.

One of the strategic
directions of IDGC of North-

West remains the development

of long-term development
programs of the company
with the development of

the Northwest Territories.
Formation of long-term
development programs should
be based on information on
the plans of the territorial and
socio-economic development
of regions, the prospects for

changes in the electrical load

and power consumption of
existing large customers,
the materials on potential
investors. In 2010, on the
basis of marketing research
projections of load variation
and power consumption will
be formed, energy-deficient
areas identified in the
territories of the RF subjects,
served by IDGC of North-
West for the period of 2010-
2014.

HUMAN RESOURCE

Human resource
management strategy of the

Company comprises:

Conduct a comprehensive,
sequential optimization
implemented by the
Company processes,
procedures and

functions designed to
improve organizational
relationships, the increased
mobility of the company,
eliminating the weaknesses
to achieve the performance
indicators of the company
providing the desired

level of development

of the industry.

Establishment and
improvement of modern
management systems
focused on continuous
optimization, improving
the performance of

output and productivity

of the Company, as

well as ensuring the
development of innovative
component of the
company, implementation
of integrated management
system - IMS - based on
the quality management
system, the labor

safety management
system and production
safety, environmental
management system.

Strategic Goals and Objectives

Implementation of
measures to increase
productivity in IDGC of
North-West by optimizing
the structure of the
company and implementing
HR functions to reduce
costs and achieve

the relevant market
indicators of performance
and profitability.
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Strategic Goals and Objectives

CORPORATE GOVERNANCE

The company further
plans to build corporate
governance, ensuring the
growth of its value, the
formation of impeccable
reputation and maintaining

investor confidence.

The company is planning

several initiatives:

Obtaining the international
ranking of corporate
governance.

* Increase transparency
of the Company

in conjunction

with shareholders,
potential investors,

analysts, professional
securities market
participants, enforcement
and regulatory authorities
and other categories

of interested parties.

+ Implementation of the
functional strategy of

building a unified system of

internal audit and control.

A reliable system of
internal audit and control is
a key element of corporate
governance, which allows
management to take
appropriate decisions aimed
at improving the business
organization, rapid detection,
prevention and control of
operational, financial and
other risks and provide
reasonable confidence
in achieving the strategic
obijectives of the Company

and its shareholders.

The interaction with
shareholders, potential
investors, analysts,
professional securities market
participants and other
interested parties is one of the
most important activities of the
Company. We aim to increase
the openness of the Company,
its information transparency,
and hence the level of
confidence of shareholders,

investors and partners.

The company plans -
conducting conference calls,
meetings of management
IDGC Northwest with key
investors, participation in
conferences, investment
banks, in the perspective of
preparing the annual report
on the results of 2010 in
accordance with the principles
of the GRI standard.

Obiective of IDGC
of North-West in the near
future is to fully comply with
international standards of

corporate governance.



Reference information

CoNAUCE COAE .o Government of the Russian Federation as of 28 November 2001
and recommended for application according to the Order of the Federal
Commission for the Securities Market of the Russian Federation as of 4 April 2002 No.421/r

CPB et e et Central Purchasing Body
P DD ettt £ e e etk £ e e e b s e h et h et b ettt eaeeeees Corporate Presentation Day
R S ettt skttt central receive/transmit system
S e Center for Client Servicing
T ekttt Central Tender Commission
CUITENT ettt ettt s s h et s e e s e s bt b sttt b e st h et ettt ettt central water-heating boiler-house
CWO BNEIGO v Scientific and Researching, Designing and Commissioning Center
for Work Organization in the Energy Sector and Energy Facilities Construction

DI&E .. h kbt et design and exploration
D ARt R ettt dispatching center
DGC, the subordinated COMPANY .......cocooivieiiiiieeeee s the distribution grid company, the responsibility for functioning
of which is assigned to IDGC of North-West

DI S bbb database management system
D P S sttt diesel power station
DTS sttt double-ended package transformer substation
DTMM ettt Dispatching and Technological Management Means
EBITDA ..o ettt ettt ettt earnings before interest, taxes, depreciation and amortization
B A et electric grids area
EMERCOM ..o e ettt ettt Ministry of the Russian Federation for Civil Defence,
Emergency Management and Natural Disasters Response

B ARttt energy selling company
BT S et ettt ettt enclosed-type fransformer substation
ettt fixed capital
FOSM e Federal Commission for the Securities Market
FE ettt ettt ettt ettt fuel and energy complex
P et s bbbttt Federal Energy Commission
FEAS e Federal Financial Markets Service
PG ettt ettt ettt Federal Grid Company
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