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JSC IDGC of South

Consolidated Interim Condensed Statement of Profit or Loss and Other Comprehensive Income

for the six months ended 30 June 2013

(unaudited)
{in thousands of Russian Rubles, uniess otherwise stated)

Revenue

Operating expenses

Other operating income

Results from operating activities
Finance income

Finance costs

Net finance costs

{Loss)/profit before income tax
[ncome tax expense

(Loss)/profit for the period

Other comprehensive income/(loss)

[tems that are or may be reclassified subsequently to profit or
loss:

Net change in fair value of available-for-sale financial assets
Income tax on items that are or may be reclassified subsequently
to profit or loss

Total items that are or may be reclassified subsequently to
profit or loss

Trems that will never be reclassified to profit or loss:
Remeasurements of the defined benefit pension plans

Income tax on items that will never be reclassified to profit or
loss

Total items that will not be reclassified to profit or loss
Other comprehensive income/(loss) for the period, net of
income tax

Total comprehensive (loss)/income for the period

Total comprehensive (loss)/income attributable to:
Shareholders of the Company

(Loss)/earnings per share - basic and diluted (in Russian
Rubles)

Notes

11

For the six months ended 30 June

2013 2012
11,808,718 12,259,962
(11,193,374) (10,305,952)
146,784 122,539
762,128 2,076,549
28,893 13,785
(879,827 (748,432)
(850,934) (734,647)
(88,806) 1,341,902
(100,639) (245,635)
(189,445) 1,096,267
(3,620) (15,302)
724 2,442
(2,896) (12,860)
12,302 8,218
(2,461) (1,644)
9,841 6,574
6,945 (6,286)
(182,500) 1,089,981
(182,500) 1,089,981
(0.004) 0.022

These consolidated interim condensed financial report was approved by management on 27 August 2013 and were

signed on its behalf by:

Acting General Director

Acting Chief Accountant

7

O.P. Kiyok

M.V. Petrova

3

The Consolidated Interim Condensed Statement of Profit or Loss and Other Comprehensive Income is to be read in
conjunction with the notes to, and forming part of, the consolidated financial statements set out on pages 7 to 22.



JSC IDGC of South
Consolidated Interim Condensed Statement of Financial Position as at 30 June 2013

{unaudited)
(in thousands of Russian Rubles, unless otherwise stated)

Notes 30 June 2013 31 December 2012
ASSETS
Non-current assets
Property, plant and equipment 9 25,169,324 24,688,519
Intangible assets 501,169 534,141
Non-current accounts receivable and prepayments 291,272 348,401
[nvestments and financial assets 72,340 62.855
Deferred tax assets 232,789 7,294
Total non-current assets 26,266,894 25,641,210
Current assets
Inventories 1,401,670 1,206,861
Income tax receivable 248,867 371,096
Current accounts receivable and prepayments 7.481,319 6,234,435
Cash and cash equivalents 2,023,480 1,749,396
Total current assets 11,155,336 9,561,788
TOTAL ASSETS 37,422,230 35,202,998
EQUITY
Equity 10
Share capital 4,981,110 4,981,110
Capital reserves (220,796) (227,741)
Retained earnings (476,008) (286,563)
Total equity 4,284,306 4,466,806
LIABILITIES
Non-current liabilities
Loans and borrowings 12 16,378,778 16,500,000
Trade and other accounts payable 102,292 91,436
Employee benefits 228.533 504,655
Financial lease liabilities - 7.334
Deferred tax liabilities 1.291 1.056
Total non-current liabilities 16,710,894 17,104,481
Current liabilities
Loans and borrowings 12 6,782,512 5,808,565
Trade and other accounts payable 9,368,894 7,439,451
Financial lease liabilities 2,378 6,652
Provisions 13 273,246 376,927
Deferred tax liabilities - 116
Total current liabilities 16,427,030 13,631,711
TOTAL LIABILITIES 33,137,924 30,736,192
TOTAL EQUITY AND LIABILITIES 37,422,230 35,202,998

4

The Consolidated Interim Condensed Statement of Financial Position is to be read in conjunction with the notes to,

and forming part of, the consolidated financial statements set out on pages 7 to 22.



JSC IDGC of South

Consolidated Interim Condensed Statement of Cash Flows for the six months ended 30 June 2013

(unaudited)
(in thousands of Russian Rubles, unless otherwise stated)

CASH FLOWS FROM OPERATING ACTIVITIES:
(Loss)/profit before income tax

Adjustments for:

Depreciation and amortization

Reversal of impairment of trade and other receivables

Net finance costs

(ReversalYaccrual of provisions for legal claims

Loss/(gain)} on disposal of property, plant and equipment
Other non-cash items

Operating profit before changes in working capital

Change in accounts receivable and prepayments

Change in finance assets related to employee benefits fund
Change in inventories

Change in trade and other accounts payable

Change in provisions

Change in employee benefits

Cash flows from operations before income tax paid
Income tax paid

Net cash flows from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Acquisition of property, plant and equipment

Acquisition of intangible assets

Proceeds from sale of property, plant and equipment
Interest received

Net cash flows used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from loans and borrowings

Repayment of loans and borrowings

Interest paid

Repayment of finance lease liabilities

Net cash flows used in financing activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

For the six months ended 30 June

2013 2012
(88,806) 1,341,902
1,326,528 1,299,967
(31,915) (746,641)
850,934 734,647
{19,203) 570,191
17,287 (3,099)
(203) 1,648
2,054,622 3,198,615
(1,126,204) (2,351,556)
(10,991) 959
(242.763) (194,012)
2,443,385 956,536
(84,478) (12,725)
(271.924) 17.916
2,762,147 1,615,733
(237.481) (567.975)
2,524,666 1,047,758
(1,294,153) (1,752,110)
(8,841) (18,407)
3,908 2,560
26,776 13,106
(1,272,310) (1,754,851)
3,631,078 454,500
(3,748.871) (433)
(848,870) (672,422)
(11,609) {15.337)
(978,272) (233,692)
274,084 (940,785)
1,749,396 1,421,286
2,023,480 480,501
5

The Consolidated Interim Condensed Statement of Cash Flows for is to be read in conjunction with the notes to, and

forming part of, the consolidated financial statements set out on pages 7 to 22.



JSC IDGC of South

Consolidated Interim Condensed Statement of Changes in Equity for the six months ended 30 June 2013

{(unaudited)

(in thousands of Russian Rubles, unless otherwise stated)

Balance at 1 January 2012, as previously
reported

Impact of change in accounting policy
Balance at 1 January 2012 (restated)
Profit for the period

Net change in fair value of available-for-sale
financial assets

Remeasurements of the defined benefit
pension plans

Income tax on other comprehensive income
Total comprehensive income for the
period

Balance at 30 June 2012

Balance at 1 January 2013

Impact of change in accounting policy
Balance at 1 January 2013 (restated)
Loss for the period

Net change in fair value of available-for-sale
financial assets

Remeasurements of the defined benefit
pension plans

Income tax on other comprehensive income
Total comprehensive income for the
period

Balance at 30 June 2013

Attributable to shareholders of the Company

Share capital  Capital reserves  Retained earnings Total equity
4,981,110 17,369 (1,400,000) 3,598,479
- {51,165) (163,387) (214,552)
4,981,110 (33,790) (1,563,387) 3,383,927
- - 1,096,267 1,096,267
- (15,302) - (15,302)
- 8218 - 8,218
- 798 - 798
- (6,286) 1,096,267 1,089,981
4,981,110 (40,082) (467,120) 4,473,908
4,981,110 5,156 (408,586) 4,577,720
- (232,937) 122,023 (110,914
4,981,110 (227,741 (286,563) 4,466,806
- - (189,445) (189,445)
- (3,620) - (3,620}
- 12,302 - 12,302
- (1.737) - (1,737)
- 6,945 (189,445) (182,500)
4,981,110 (220,796) (476,008) 4,284,306
6

The Consolidated Interim Condensed Statement of Changes in Equity is to be read in conjunction with the notes to,
and forming part of, the consolidated financial statements set out on pages 7 to 22.



JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013

(unaudited)
(in thousands of Russian Roubles. unless otherwise stated)

L THE GROUP AND ITS OPERATIONS

Background

Joint Stock Company “Interregional Distribution Grid Company of South” (hereinafter referred to as the
“Company”or JSC “1DGC of South™) was set up on 28 June 2007 on the basis of Resolution no. 192 of the Russian
Open Joint-Stock Company RAO “United Energy Systems of Russia” (hereafter, “RAO UES”) dated 22 June 2007.

The Company’s registered office is located at 49, Bolshaya Sadovaya Str., Rostov-na-Donu, Russia, 344002,
The Company’s postal address is 327, Severnaya Str., Krasnodar, Russia, 350015.

As part of the reform process, a merger of the Company with the entities listed below was effected on
31 March 2008 in accordance with the Resolution no. 266 of the Board of Directors of RAO UES dated
30 November 2007 and Resolution no. 1795pr/9 of the Board of Administration of RAQ UES dated 25 December
2007: QJSC “Astrakhanenergo”, OJSC “Kalmenergo”, OJSC “Rostovenergo”, OJSC “Volgogradenergo™. The
merger was effected through conversion of shares issued by the Company in exchange for shares in the merged
entities. As a result of the merger, the above-mentioned entities ceased to exist as separate legal entities and the
Company became their legal successor.

The subsidiaries of the Company are disclosed in Note 5.

The Company’s and its subsidiaries’ (together referred to as the “Group™) principal activity is the transmission of
electricity and the connection of customers to the electricity grids. The Group’s business is a national monopoly
which is under the pressure and support of the Russian government. The Government of the Russian Federation
" influences the Group’s operations through setting transmission tariffs. The Group’s tariffs are controlled by the
Federal Service on Tariffs and the Regional Energy Commissions.

On 1 Juty 2008 RAO UES ceased to exist as a separate legal entity and transferred the shares in the Company to
JSC Interregional Distribution Grid Company Holding (hereinafter — JSC “IDGC Holding™), a newly formed state-
controlled entity.

In order to further the development of the Russian electric grid sector and coordinate work on its management,
Russian President signed on 22 November 2012, Decree No. 1567 "On Joint Stock Company “Russian Grids”".
Pursuant to the Decree, in accordance with the decision adopted by the Extraordinary General Meeting of
Shareholders of IDGC Holding on 23 March 2013, ISC “Interregional Distribution Grid Companies Helding™ (also
known as IDGC Holding or MRSK Holding) has been formally renamed Joint Stock Company “Russian Grids”

(hereinafter — JSC Russian Grids).

As at 30 June 2013, the Government of the Russian Federation owned 86.99% of the voting shares and 7.01% of the
preference shares of JSC “Russian Grids” (31 December 2012: 56.58% of the voting ordinary shares and 7.01% of
the preference shares), which in turn owned 51.66% of the Company (31 December 2012: 51.66%).

Business environment

The Group’s operations are located in the Russian Federation. Consequently, the Group is exposed to the economic
and financial markets of the Russian Federation which display characteristics of an emerging market. The legal, tax
and regulatory frameworks continue development, but are subject to varying interpretations and frequent changes
which together with other legal and fiscal impediments contribute to the challenges faced by entities operating in the
Russian Federation. The consolidated financial statements reflect management’s assessment of the impact of the
Russian business enmvironment on the operations and the financial position of the Group. The future business
environment may differ from management’s assessment.

2. BASIS OF PREPARATION

Statement of compliance

These consolidated interim condensed financial statements have been prepared in accordance with IAS 34 Interim
Financial Reporting. Tt does not include all of the information required for full annual financial statements and
should be read in conjunction with the consolidated financial statements of the Group as at and for the year ended
31 December 2012,



JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013

(unaudited)
{in thousands of Russian Roubles, uniess otherwise stated)

Basis of measurement

The consolidated interim condensed financial statements are prepared on the historical cost basis except for
available-for-sale investments that are stated at fair value; and property, plant and equipment that are measured at
carrying amounts included in the consolidated IFRS financial statements of JSC “IDGC Holding” (JSC “Russian
Grids™) as considered as deemed cost as part of adoption of IFRSs as at 1 January 2010.

Functional and presentation currency

The national currency of the Russian Federation is the Russian Rouble (“RUB”), which is the Company’s functional
currency and the currency in which these consolidated financial statements are presented. All financial information
presented in RUB has been rounded to the nearest thousand.

Going concern
These consolidated interim condensed financial statements have been prepared on a going concern basis.

As at 30 June 2013 the Group had a net working capital deficit of RUB 5,271,692 thousand (as at
31 December 2012: RUB 4,069,923 thousand) primarily attributable to trade and other payables and current loans
and borrowings.

The Group monitors the level of liquidity on a regular basis. Management monitors maturities of the estimated cash
flows from operating and financing activities and manages current liquidity using open credit lines. As at
30 June 2013 the Group had no unused credit lines. In the second half of 2013 the Group plans to obtain long term
bank loans amounted to RUB 1,700,000 thousand. On 1 July 2013 the promissory note issued by JSC “Federal Grid
Company” in the amount of RUB 1,210,477 thousand was paid.

In order to increase the efficiency of working capital management the Group is focused on an increased collection of
trade receivables, including reducing doubtful receivables. The Group approved a plan of measures to reduce
outstanding receivables for electricity transmissiont and for the settlement of disputes with customers. The issues
regarding collection of receivables are considered by the Management Board on a quarterly basis.

Management anticipates that any repayments of loans and borrowings and settlement of trade and other payables
required will be met out of operating or financing cash flows. Therefore, management believes that there is no
significant uncertainty regarding Group’s ability to continue as going concern.

Use of estimates and judgement

The preparation of consolidated interim condensed financial statements in conformity with IFRSs requires
management to make judgments, estimates and assumptions that affect the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses. Actual results may differ from these estimates.

In preparing the consolidated interim condensed financial statements management’s professional judgments
generated in the course of application of accounting policy of the Group, as well as the key sources of estimation
uncertainty remained the same as those applied to the consolidated financial statements for the year ended
31 December 2012.

3. SIGNIFICANT ACCOUNTING POLICIES

The accounting policies applied by the Group in this consolidated interim condensed financial statements are the
same as those applied by the Group in its consolidated financial statements for the year ended 31 December 2012
except of amendments to application of the new Standards and Interpretation that are effective as of 1 January 2013.

Changes in accounting policies

The Group applies, for the first time, certain standards and amendments that require restatement of the financial
statements for the previous reporting periods. These standards and amendments include IAS 19 (2011} Employee
Benefits, IFRS 10 Consolidated financial statements, IFRS 13 Fair Value Measurement and amendments to /45 7
Presentation of Financial Statements. As required by IAS 34 the nature and effect of these changes are disclosed
below. In addition, application of IFRS 12 Disclosure of Interest in Other Entities would result in additional
disclosures in the annual consolidated financial statements.



JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013
(unaudited)

(in thousands of Russian Roubles, unless otherwise stared)

Several other new standards and amendments apply for the first time in 2013. However, they do not impact the
annual consolidated financial statements of the Group or the interim condensed consolidated financial statements of
the Group.

The nature and the impact of each new standard/amendment is described below:

Amendment to 1AS 1 Presentation of items of other comprehensive income

The Amendment requires an entity to present separately items of other comprehensive income that could be
reclassified in the future to profit or loss from those items that will never be reclassified to profit or loss. In addition,
according to the Amendment the title of statement of comprehensive income was changed to statement of profit or
loss and other comprehensive income. However, use of other titles is permitted.

1AS 19 (2011) Employee Benefits

The standard has been significantly amended in relation to defined benefits plans, including the following:

e the corridor method is removed and, therefore, all changes in the present value of the defined benefit
obligation and in the fair value of plan assets will be recognised immediately as they occur;

¢ remeasurements of the net defined benefit obligation (asset) are recognised only in other comprehensive
income, the current ability to recognise all changes in the defined benefit obligation and plan assets in profit
or loss is eliminated;

e the expected return on plan assets recognised in profit or loss will be calculated based on the rate used to
discount the defined benefit obligation.

Besides, new disclosures, such as quantitative sensitivity analysis, are now required.

The Group applied 1AS 19 (2011) to its pension plan which is a defined benefit plan retrospectively beginning from
1 January 2012. As a result, past service costs are recognised in full amount as expense as at the earlier of the
following dates: (a) the date of plan amendment or plan curtailment, and (b} the date when the related restructuring
costs or termination benefits are recognised. Previously the entity recognised past service costs as an expense on the
straight-line basis over the average period until the benefits become vested.

According to 1AS 19 (2011) remeasurements of the net defined benefit obligation (asset) are recognised in other
comprehensive income. Previously the Group applied the corridor method.

The application of the revised standard had the following impact on the financial position of the Group:

1 January 2012 Effect of changes in 1 January 2012

(previously reported) accounting policies (restated)

Employee benefits obligations 764,851 350,975 1,115,826
Deferred tax obligations related to

employee benefits (86,741) 136.424 (223,165)

Total employee benefits obligations 678,110 487,399 892,661

Capital reserves - (51,165) (51,165)

Retained earnings (678.110) (163,387) (841,497)
Total capital related to employee

benefits (678,110) (214,552) (892,662)




JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013
(unaudited)

(in thousands of Russian Roubles, unless othervise stated)

31 December 2012 Effect of changes in 31 December 2012

{previously reported) accounting policies (restated)

Employee benefits obligations 316,002 188,653 504,655
Deferred tax obligations related to

employee benefits {23.193) (77.738) (100.931)

Total employee benefits obligations 292,809 110,915 403,724

Capital reserves - (232,937 (232,937)

Retained eamings (292.809) 122,023 (170,786)
Total capital related to employee

benefits (292,809) (110,914) (403,723)

The application of the revised standard had the following impact on the financial result of the Group:

Six month ended Six month ended
30 June 2012 Effect of changes in 30 June 2012
(previously reported) accounting policies {restated)
Revenue 12,255,962 " 12,259,962
Operating expenses (10.382.385) 76,433 (10,305,952)
Operating profit 1,877,577 76,433 1,954,010
Financial expense (700.225) (48,207) (748,432)
Profit before income tax 1,177,352 28,226 1,205,578
Income tax expense (241,718) (3.917) (245,635)
Total profit for the period 935,634 24,309 959,543
Remeasurements of the defined benefit
pension plans - 8218 8,218
Income tax from other comprehensive
income - (1,644) {1,644)
Total other comprehensive loss for the
period - 6,574 6,574
Total comprehensive income for the
period - 30,883 966,517

The application of the revised standard had the following impact on the financial result of the Group for the six
months ended 30 June 2013:

Six month ended

30 June 2013
Revenue -
Operating expenses 111238
Operating profit 111 238
Financial expense (8 104)
Profit before income tax 103 134
Income tax expense (22 248)
Total profit for the period 80 886
Remeasurements of the defined benefit pension plans 12 302
Income tax from other comprehensive income (2461)
Total other comprehensive income for the period 9 841
Total comprehensive income for the period 90 727

10



JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013
(unaudited}

fin thousands of Russian Roubles, unless otherwise stated)

IFRS 10 Consolidated Financial Statements and 1AS 27 (2011) Separate Financial Statements

IFRS 10 introduces a single control model that applies to all entities including special purpose entities. IFRS 10
supersedes a part of previously effective 1AS 27 Consolidated and Separate Financial Statements and SIC-12
Consolidation — Special Purpose Entities. The new standard changes the definition of control such that an investor
controls an investee when:

- it has power over the investee;

- itis exposed, or has rights, to variable returns from its involvement with the investee, and

- it has the ability to affect those returns through its power over the investee (i.e. there is a link between
power and returns).

This standard had no impact on the consolidation of the Group’s investees.

IFRS 13 Fair Value Measurement supersedes the fair value measurement guidance contained in individual IFRSs
with a single source of fair value measurement guidance. Comparative disclosure information is not required for
periods before the date of initial application.

The application of IFRS 13 has not had a significant impact on the fair value measuremnents carried out by the
Group.

IFRS 13 also requires specific disclosures of fair values, some of which replace existing disclosure requirements in
other standards, including IFRS 7 Financial Instruments: Disclosures. Some of these disclosures are specifically
required by IAS 34.16A(j) for the consolidated interim condensed financial report. The Group has presented those
disclosures in Note 5.

The Group has not early adopted any other standard, interpretation or amendment that has been issued but is not yet
effective.

4. DETERMINATION OF FAIR VALUES

A number of the Group’s accounting measures and disclosures require the determination of fair values, for both
financial and non-financial assets and liabilities.

In preparing these consolidated interim condensed financial statements, the methods for determination of fair values
were the same as those applied to the consolidated financial statements for the year ended 31 December 2012.

5. GROUP SUBSIDIARIES

The Group’s consolidated interim condensed financial statements as at 30 June 2013 and as at 31 December 2012
include the Company and its subsidiaries:

Ownership, %

Subsidiary Principal activity 34 June 2013 31 December 2012
OJSC “Volgogradsetremont” Repair service 100 100
QISC “Predprivatie selskogo khozyaystva

im. A.A. Grechko™ Agriculture 100 100
QISC “Predpriyatie selskogo khozyaystva

“Sokolovskoye” Agriculture 100 100
OJSC “Baza Otdykha “Energetik” Recreation 100 100
OJSC “Energoservis Yuga” Repair service 100 100

11



JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013

(unaudited)
(in thousands of Russian Roubles, unless otherwise stated)

6. OPERATING SEGMENTS

The Group has four reportable segments representing branches of the Company, as described below. These are the
Group’s strategic business units. The strategic business units offer similar services representing transmission of
electric power and connection services, and are managed separately. For each of the strategic business units, the
Management Board, the Group’s operating decision making body, reviews internal management reports,

“Others” include operations of the Group’s subsidiaries and the Kubanenergo. None of them meets any of the
quantitative thresholds for determining reportable segments in the periods ended 30 June 2013 or 30 June 2012,

Unallocated items comprise corporate balances of the Company’s headquarters which do not constitute an operating
segment under [FRS 8.

Information regarding the results of each reportable segment is included below. Performance is measured based on
segment profit before income tax and amortization (EBITDA), as included in the internal management reports that
are reviewed by the Management Board.

Segment reports are based on the information reported in the statutory accounts, which differ significantly from the
consolidated financial statements prepared under IFRS. The reconciliation of items measured as reported to the
Management Board with similar items in these consolidated financial statements includes those reclassifications and
adjustments that are necessary for financial statements to be presented in accordance with IFRS.

12
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JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013

(unaudited)
(in thousands of Russian Roubles, unless otherwise stated)

The reconciliations of total (loss)/profit before income tax for reportable segments measured as reported to the Management Board
with similar items in these Consolidated Interim Condensed Financial Statements are presented in the tables below.

Six month ended Six month ended
30 June 2013 30 June 2012
Total (loss)/profit before income tax for reportable segments (215,309) 1,262,547
Adjustment for property. plant and equipment 73,130 32,343
Adjustments for financiat lcase 32,849 37,257
Adjustment for allowance for impairment of accounts receivable 373,288 867,581
Recognition of employee benefits 276,924 (67.083)
Adjustment for accrual of provision for legal claims (1,062,763) {548,638)
Adjustment on revenue from electricity transmission (362.827) -
Discounting of financial instruments (116) 465
Accrued salaries and wages 69,863 167,439
Adjustment for accrual of provision for inventory - (2,153)
Adjustments for deferred expenses 10,208 31,555
Other adjustments (18,912) (1,424)
Unallocated 704,859 (437.987)
(Loss)/profit before income tax per Consolidated Interim Condensed
Statement of Profit or Loss and Other Comprehensive Income (88,806) 1,341,962

The Group performs most of its activities in the Russian Federation and does not have any significant revenues from foreign
customers or any significant non-current assets located in foreign countries.

Significant customers of the Group are entities controlled by the Government of the Russian Federation. The amounts of
revenues from such entities are disclosed in Note 18. Revenues from companies under government control are reported by all
segments of the Group.

For the six months ended 30 June 2013 the Group had three major customers - distribution companies in three regions of the
Russian Federation with individual turnover over 10% of the total Group revenues. Revenues from such customers are
reported by transmission segments operating in the regions where these distribution companies are located in: Astrakhan,
Volgograd and Rostov. The total amounts of revenues for these major customers for the six months ended 30 June 2013 were
RUB 1,369,626 thousand (Astrakhanenergo), RUB 1,326,894 thousand (Volgogradenergo)} and RUB 3,891,833 thousand
{Rostovenergo) (for the six months ended 30 June 2012: RUB 1,429,075 thousand), RUB 1,667,251 thousand
(Volgogradenergo) and RUB 3,835,938 thousand (Rostovenergo)).

7. REVENUE

During the six months ended 30 June 2013 total revenue amounted to RUB 11,808,718 thousand (six months ended
30 June 2012: RUB 12,259,962 thousand) and includes revenue from electricity distribution services in the amount of
RUB 11,573,300 thousand (six months ended 30 June 2012: RUB 11,707,945 thousand) and revenue from technological
connection services in the amount of RUB 171,627 thousand (six months ended 30 June 2012: RUB 474,626 thousand).

8. OPERATING EXPENSES

During the six months ended 30 June 2013 operating expenses amounted to RUB 11,193,374 thousand (six months ended
30 Junme 2012: RUB 10,305,952 thousand) and included electricity transmission expenses in the amount of
RUB 3,766,752 thousand (six months ended 30 June 2012: RUB 3,287,173 thousand), cost of purchased electricity for
compensation of technological losses in the amount of RUB 2,542,513 thousand (six months ended 30 June 2012:
RUB 2,165,926 thousand), personnel costs in the amount of RUB 2,370,044 thousand (six months ended 30 june 2012:
RUB 2,541,001 thousand), depreciation and amortisation expenses in the amount of RUB 1,326,528 thousand (six months
ended 30 June 2012: RUB 1,299,967 thousand)} and reversal of allowance for impairment of trade and other receivables in
the amount of RUB (31,915) thousand (six months ended 30 June 2012; RUB (746,64 1) thousand).

15



91

PIE691'ST 620°TSLP 8R6'QIL'T LOT'6L19 87LC0RS TLPSILT €107 dunf ¢ 3V
61S'889°FT 1ZI'8PL'Y 9T T19°T SLT'FI0 9CL TSLR [EAR L4 €107 L1enuep [ )y
smoup Butlian)
(ogg*eeo'r) (rrr'sen (¥8L°967°D) (898°069°¢) (6sT'610°L) (FIE'168) €107 dunp (¢ Je se dus|eg
SEO'tF - vZI1Z 1Lt°E +88°7C {rbre) stesodsi(]
- ¥08°0¢ (8) (cyon) {6beL1) (9£6'0) I9gsuey Juawiaredur]
(SILP8T'D - {$P9°£8T) (50Z°2LE) (8€L°8ES) (LZ1°06) Jeak oy Jof S35y
{959°T6L°ZT) (S16°¢91) SI1TPe0 D) (£99°11€°¢) (950°08%°9) (108 V6L £107 A1wnueg [ Je se Aduejeg
uonvrxadacy
099°707'6¢ OPI*LRS'Y TLLSI0% SL6'698'6 LBG'TIRSI 98.°909'¢ €107 duUnf € 18 se ddueeg
{(881°89) (1€8°7) (68°22) (THr'y) (cot'19) e sjesodsiq
- (L8c189° 1} 8P6°L6T 9$6°LTE 006'819 £8L90Z sI9jsuel],
£LO'68LL TTSLTO1 IWTh6 026'0T 09L°L 0£9°6¢ SUOIHPPY
SLI'ISK'LE 900V 16" LIV 9P 146'$TE'6 T6LLETST 676'95£°¢C €107 A1enup | Je sk aduejeyg
£1802 _GWSENQ\__%QU
860°CRE'ZT 770'950't 696'CLTT 6TL0SE'S 8C6'ETS'8 OFF8LI‘T Z10Z dung g¢ Iy
SLY'PHETT 8¥9°66€°€C 990°5LT'T 6TH165°S 65 L06'8 968°0L1°T 7107 Asmnuep [ 3y
spunown Surlun)
(66F 06K I 1) (go0°21) (6rs16L°D (016°8S6'D) (S6¥'506°S) (LLviiL) ZI0Z 2uUng (f I8 SE dueg
P90 - $65'8 786 $69 Z8¢ sfesodsiq
(1£9°952°1) - {(r6z'6v7) (169°Zr¢) {956°68¢) (069'vL) Je24 2y 10) 231RGD
ZLr'vrzion) (890°L11) (058055 1) (srL19'y) (peT9IC'S) {691°¢c+9) TI0Z ATenuep | Je s dduejeq
uonorradacy
LGS'CLE'EE 060°CL1'Y S1£°S90°Y 6£9°60¢€°8 i ariadl LIG'S68T TI0Z 2UNf € J€ S DuEEg
(696°L1) {r1) (1L9°v1) L1y (6pL) (196) sjesodsi(y
- (€21°015) 091'681 CE606 CLO9LT $O°E¢ SIJSuBL |
91T TOE T 1159911 €18°49 86T 11 9Lt 0t 85167 SUONIPPY
056'885'T¢ 91.L'915'¢ 016'S78'C 085'807'8 §LO'CTTPI S90'FIR'T 7107 Aienuer | & Se 2uejeg
SIS0O patuda(J1s0)
&30, ssasdoad BE1TiTy] UOISSIUSUR.I) Haomjau sduipping uonyanpoag
ul uoINIISUC)) AnpuIR UoISSTwIsued I,
J0} yuamdinby
INAWAINOT ANV LNV1d ‘ALYAJOUd 6

(P2IDIS 2SIMLZYIO SSIPUN 'SA)GNOY UDISSHY Jo Spupsnoy] ur)

{(panpneun)

€107 2ung (¢ PIPU SYUoU X18 3Y) 10j J10dIy [e1dUBUL PISUIPUO)) WLIIJUT PIIEPI|OSUO)) Y} 0) SJ0N

ynog jo HHAL OSr



JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013
{(unaudited}

(in thousands of Russian Roubles. uniess otherwise stated)

10 EQUITY

Share capital

As at 30 June 2013 authorised and fully paid issued share capital comprised 49,811,096,064 ordinary shares (as at
30 June 2012: 49,811,096,064) of which all ordinary shares were issued and fully paid. All shares have a par value
of RUB 0.1.

Retained earnings and dividends

The Company’s statutory financial statements form the basis for the distribution of profit and other appropriations.
Due to differences between statutory accounting principles and IFRS, the Company’s profit in the statutory accounts
can differ significantly from that reported in the consolidated financial statements prepared under IFRS.

In accordance with Russian legislation the Company’s distributable reserves are limited to the balance of retained
earnings as recorded in the Company’s statutory financial statements prepared in accordance with Russian
Accounting Principles.

As at 30 June 2013 and up to the date of approval of the consolidated financial statements the Group declared no
dividends for 2012.

Voting rights of sharcholders

The holders of fully paid ordinary shares are entitled to one vote per share at the Company’s annual and general
shareholders’ meetings.

. (LOSS)/EARNINGS PER SHARE

The calculation of basic carnings per share based on the profit for the period and a weighted average number of
ordinary shares. The Company has no dilutive potential ordinary shares; accordingly, diluted earnings per share are
equal to basic earnings per share.

Six months ended Six months ended

30 June 2013 30 June 2012
Weighted average number of ordinary shares
(thousand of shares) 49,811,096 49,811,096
(Loss)/profit attributable to the shareholders of the Company (thousand of shares) (189,445) 1,096,267
(Loss)/earnings per share - basic and diluted (in RUB) (0.004) 0.022
12, LOANS AND BORROWINGS
30 June 2013 31 December 2012
Non-current debt
Unsecured bank loans 14,571,100 14,342,322
Unsecured bonds issued 4,557,678 4,557,678
Promissory notes 3,035,900 3,035,900
22,164,678 21,935,960
Less current portion of non-current debt (5.785,900) (5,435,900}
16,378,778 16,500,000
Current debt and current portion of non-current debt
Unsecured bank loans 507,330 2,548
Interest on unsecured bonds issued 125,430 126,442
Interest on promissery notes 363,852 243,675
Current portion of non-current debt 5,783,900 5.435,900
6,782,512 5,808,565
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JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013

(uznaudited)
(in thousands af Russian Roubles, unless otherwise siated)

For the six menths ended 30 June 2013 the Group raised and repaid the following significant loans and borrowings:

- The Group raised bank loans* in the total amount of RUB 3,631,078 thousand: RUB 828,778 thousand at
interest rate of 11.20% and RUB 2,802,300 thousand at interest rate 9.77%. The loans are to be repaid in
201e.

- The Group repaid bank loans in the total amount of RUB 2,902,300 thousand, including
RUB 1,002,300 thousand from related parties.

*- Loans from related partics

13. PROVISIONS

Six months ended Six months ended

30 June 2013 30 June 2012

Balance at the beginning of the period 376,927 964,318
Provisions raised during the period - 596,969
Provisions used during the period (19,203) (12,725)
Provisions reversed during the period (84.478) (26,778)
Balance at the end of the period 273,246 1,521,784

Provisions relate to the legal proceedings against the Group and unsettled disagreements with distribution companies
regarding purchased electricity for compensation of technological losses.

14. FINANCIAL RISK MANAGEMENT

During the period the Company had exposure to the same financial risks as those which existed as at and during the
year ended 31 December 2012, and applied the same approach to financial risk management as during the year
ended 31 December 2012.

15, FINANCTAL INSTRUMENTS

Fair value hierarchy
The fair value of financial assets and liabilities is classified as follows:

- the fair value of identical financial assets and liabilities traded on an active liquid market is measured on
market quotations;

- the fair value of the other financial assets and liabilities (except derivatives) is measured in accordance with
generally accepted pricing models based on discounted cash flows analysis, using prices applied in
observable current market transactions.

In the table below financial instruments measured at the fair value are presented by level within which the fair value
measurement is categorized. The levels of fair value measurement are determined as following:

- Level 1: quoted prices (unadjusted) in an active market for identical assets or liabilities;

- Level 2: inputs other than quoted prices included within Level 1, that are observable for the asset or
liability directly (i.e. prices) or indirectly (i.e. derived from prices);

- Level 3: inputs for the asset or liability are not based on observable data (unobservable inputs).

30 June 2013 31 December 2012

Level 1 5,263 8,883
Level 2 - -
Level 3 . -
5,263 8,883
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JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013
(unaudited)

{in thousands of Russian Roubles, unless otherwise stated)

Financial instruments measured at the fair value are recognised as available-for-sale investments.
Fair value

Management of the Group believes that the fair value of the other financial assets and financial liabilities is
approximates their carrying amount.

16. CAPITAL COMMITMENTS

As at 30 June 2013 the Group has outstanding commitments under the contracts for the purchase and construction of
property, plant and equipment for RUB 1,871,553 thousand, net of VAT (as at 31 December 2012:
RUB 2,443,657 thousand).

17. CONTINGENCIES

Insurance

The insurance industry in the Russian Federation is in a developing state and many forms of insurance protection
common in other parts of the world are not generally available. The Group does not have full coverage for its
stations, business interruption or third party liability in respect of property or environmental damage arising from
accidents on Group property or relating to Group operations. Until the Group obtains adequate insurance coverage,
there is a risk that the loss or destruction of certain assets could have a material adverse effect on the Group’s
operations and financial position.

Litigation

The Group was involved in the number of court procedures arising in the course of business. In the opinion of
management, there are no current legal proceedings or other claims outstanding, which could have a material
adverse effect on the results of operation, financial position or cash flows of the Group and which have not been
accrued or disclosed in these consolidated financial statements.

Taxation contingencies

The taxation system in the Russian Federation continues to evolve and is characterised by frequent changes in
legislation, official pronouncements and court decisions which are sometimes contradictory and subject to varying
interpretation by different tax authorities. Taxes are subject to review and investigation by a number of authorities,
which have the authority to impose severe fines, penalties and interest charges. A tax year remains open for review
by the tax authorities during the three subsequent calendar years; however, under certain circumstances a tax year
may remain open longer. Recent events within the Russian Federation suggest that the tax authorities are taking a
more assertive and substance-based position in their interpretation and enforcement of tax legislation.

These circumstances may create tax risks in the Russian Federation that are substantially more significant than in
other countries. Management believes that it has provided adequately for tax liabilities based on its interpretations of
applicable Russian tax legislation, official pronouncements and court decisions. However, the interpretations of the
relevant authorities could differ and the effect on these financial statements, if the authorities were successful in
enforcing their interpretations could be significant.

Environmental matters

The Group and its predecessors have operated in the electric power industry in the Russian Federation for many
years, The enforcement of environmental regulation in the Russian Federation is evolving and the enforcement
posture of government authorities is continually being reconsidered. The Group entities periodically evaluate their
obligations under environmental regulations.

Potential liabilities might arise as a result of changes in legislation and regulation or civil litigation. The impact of
these potential changes cannot be estimated but could be material. In the current enforcement climate under existing
legislation, management believes that there are no significant liabilities for environmental damage.

Guaraniees

As at 30 June 2013 and 31 December 2012 the Group did not issue financial guarantees.
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JSC IDGC of South
Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013
(unaudited)

(in thousands of Russian Roubles, unless ctherwise stated)

Other contingencies

The Group believes that the electricity services provided are in compliance with the Russian legislation regulating
electric power transmission. However, based on the lack of elaboration of legislation that regulates the lease of
Unified National (All-Russia) Electricity Network property (“last-mile”) the Company was the subject of a lawsuit
for RUB 2,322,627 thousand concerning the legitimacy of the revenue recognition from the transmission of
electricity via “last-mile” grids of 2009 and 2010.

The potential amount of other claims cannot be reliably estimated as each claim would have individual legal
circumstances and respective estimation would be based on variety of assumptions and judgements, which makes it
impracticable.

The Group did not recognize any provision for those claims as it believes that it is not probable that related outflow
of resources or decrease of benefits inflow will take place.

This position was also supported by the decision of the Supreme Arbitration Court of Russian Federation as at
12 March 2013 in a similar case of JSC IDGC of Urals.

18. RELATED PARTIES TRANSACTIONS

Control relationships

The Company’s parent as at 30 June 2013 was JSC Russian Grids. The party with the ultimate control over the
Company is the Government of the Russian Federation which held the majority of the voting rights of JSC Russian
Grids.

Transactions with related parties

Related parties include shareholders, affiliates and entities under common ownership and control with the Group and
members of the Board of Directors and key management personnel.

The Russian Government directly affects the Group’s operations through the system of regional tariffs. In
accordance with legislation the Group’s tariffs are controlled by the Federal Service on Tariffs and the Regicnal
Energy Commission in each region., The Group has a different tariff for each region of the Russian Federation.
Within each region the tariff is the same, regardless of whether the customer is a state entity or not.

The Group’s related party transactions are disclosed below:

Revenue

Transaction vatue for the six months
ended 30 June QOutstanding balance

2013 2012 30 June 2013 31 December 2012

Parent company

Managing services - - - 32
Entities under common

control of the parent

Revenue from electricity

transmission 172,200 160,683 24,548 26,628

Rent 12,898 12,555 36.128 23,297

Revenue from technological

connection services - - 174 174

Revenue from other services 174 174 62,435 56,816
185,272 173,412 123,285 106,947
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JSC IDGC of South

Notes to the Consolidated Interim Condensed Financial Report for the six months ended 30 June 2013

(unaudited)

(in thousands of Russian Roubles. unless otherwise stated)

Expenses

Transaction value for the six months

ended 30 June Qutstanding balance

2013 2012 30 June 2013 31 December 2012
Parent company
Managing services 55457 79,442 - 18,748
Entities under common
control of the parent
Electricity transmission 2.809.964 2,556,263 2,355.840 1,061,048
Technological connection
services 120,176 119,510 3.086,852 2,966,675
Purchased electricity for
compensation of losses 62,358 73,301 - -
Rent 1411 2.269 - -
Other expenses 8.900 11.009 7,467 13.601

3,058,266 2,841,794 5,450,159 4,060,072

Prepayments given

Transaction value for the six month

ended 30 June Qutstanding balance

2013 2012 30 June 2013 31 December 2012
Parent company
Managing services 39,264 - 5,235 -
Entities under common
control of the parent
Technological connection
services 4,426 303,182 47.188 48.155
Other - - 1,941 12.621

43,690 303,182 54,364 60,776

Transactions with government-related entities

In the course of its operating activities the Group is also engaged in significant transactions with government-related
entities. Revenues and purchases from government-related entities are measured at regulated tariffs where
applicable.

Revenues from government-related entities for the six months ended 30 June 2013 constitute 7% (for the six months
ended 31 December 2012: 5%) of the total Group revenues including 7% (for the six months ended 30 June 2012:
5%) of electricity transmission revenues.

Electricity transmission costs from government-retated entities for the six months ended 30 June 2013 constitute 1%
{for the six months ended 30 June 2012: 2%) of the total transmission costs.

Information of loans from government-related entities is disclosed in Note 12.

Transactions with members of the Board of Directors and key management personnel

There are no transactions with members of the Board of Directors and other key management personnel except for
remuneration in the form of salary and bonuses which were as follows:

Six months ended 30 June 2013 Six months ended 30 June 2012

Key Key
Board of Management Board of Management
Directors Personnel Directors Personnel
Salaries and bonuses 8.667 13,958 15.915 43,782
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(unaudited)
(in thousands of Russian Roubles, unless otherwise stated)

19. SUBSEQUENT EVENTS AFTER THE REPORTING DATE

There were no significant events during the period from the reporting date till the date of approval of this
consolidated interim condensed financial report.



