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This document is confidential and has been prepared by Federal Grid Company (the “Company”) solely for use at the conference and may not be reproduced, 
retransmitted or further distributed to any other person or published, in whole or in part, for any other purpose. THIS DOCUMENT MAY NOT BE 
DISTRIBUTED IN OR INTO THE UNITED STATES OR TO A RESIDENT, NATIONAL OR CITITZEN OF THE UNITED STATES.

This document does not constitute or form part of any advertisement of securities, any offer or invitation to sell or issue or any solicitation of any offer to purchase or 
subscribe for, any securities of the Company in any jurisdiction, nor shall it or any part of it nor the fact of its presentation, communication or distribution form the basis of, or 
be relied on in connection with, any contract or investment decision. 

These written materials are not an offer of securities for sale in the United States. Securities may not be offered or sold in the United States absent registration or an 
exemption from registration under the U.S. Securities act of 1933, as amended. Any public offer or distribution of securities to be made in the United States will be made in 
accordance with a prospectus that may be obtained from the issuer or selling security holder and that will contain detailed information about the company and management, 
as well as financial statements. The Company has not registered and does not intend to register any portion of any offering in the United States or conduct a public offering of 
any securities in the United States.

This presentation is only addressed to and directed at persons in member states of the European Economic Area who are "qualified investors" within the meaning of Article 
2(1)(e) of the Prospectus Directive (Directive 2003/71/EC) ("Qualified Investors"). In addition, in the United Kingdom, this presentation is being distributed only to, and is 
directed only at, (i) Qualified Investors who have professional experience in matters relating to investments who fall within Article 19(5) of the Financial Services and Markets 
Act 2000 (Financial Promotion) Order 2005, as amended (the "Order") and Qualified Investors falling within Article 49(2)(a) to (d) of the Order, and (ii) Qualified Investors to 
whom it may otherwise lawfully be communicated (all such persons together being referred to as "relevant persons").  This presentation must not be acted on or relied on (i) 
in the United Kingdom, by persons who are not relevant persons, and (ii) in any member state of the European Economic Area other than the United Kingdom, by persons 
who are not Qualified Investors.  Any investment or investment activity to which this presentation relates is available only to (i) in the United Kingdom, relevant persons, and 
(ii) in any member state of the European Economic Area other than the United Kingdom, Qualified Investors, and will be engaged in only with such persons.

The distribution of this presentation in other jurisdictions may be restricted by law and persons into whose possession this presentation comes should inform themselves 
about, and observe, any such restrictions.  

No reliance may be placed for any purpose whatsoever on the information contained in this document or on assumptions made as to its completeness.  No representation or 
warranty, express or implied, is given by the Company, its subsidiaries or any of their respective advisers, officers, employees or agents, as to the accuracy of the information 
or opinions or for any loss howsoever arising, directly or indirectly, from any use of this presentation or its contents.

This document may include forward-looking statements. These forward-looking statements include matters that are not historical facts or statements and reflect the 
Company’s intentions, beliefs or current expectations concerning, among other things, the Company’s results of operations, financial condition, liquidity, performance, 
prospects, growth, strategies, and the industry in which the Company operates. By their nature, forwarding-looking statements involve risks and uncertainties because they 
relate to events and depend on circumstances that may or may not occur in the future. The Company cautions you that forward-looking statements are not guarantees of 
future performance and that the actual results of operations, financial condition and liquidity of the Company and the development of the industry in which the Company 
operates may differ materially from those made in or suggested by the forward-looking statements contained in this document. In addition, even if the Company’s results of 
operations, financial condition and liquidity and the development of the industry in which the Company operates are consistent with the forward-looking statements contained 
in this document, those results or developments may not be indicative of results or developments in future periods.  The Company does not undertake any obligation to 
review or confirm expectations or estimates or to update any forward-looking statements to reflect events that occur or circumstances that arise after the date of this 
presentation.  

By attending this presentation, you agree to be bound by the foregoing limitations.

Disclaimer
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FGC – natural monopoly in Russia’s electricity 
transmission sector, owning and operating 
Unified National Electricity Grid (high-voltage 
lines of 220+ kV) 

Revenues formed by transmission charges and 
grid connection fees

Currently, responsible for the consolidation of 
the grid complex of UNEG and management of 
RAO UES holdings in distribution companies 

As as result of RAO UES reorganisation and 
FGC additional share issues, Government’s 
stake to remain at 75%+

After 1 July 2008 FGC shares will be listed and 
traded on Russian stock exchanges

DR program for foreign investors to be put in 
place starting 1 July 2008 

Company overview

Federal Grid Company profile

Key financial indicators* 2007
Revenues, US$mln 2,403

EBITDA, US$mln 908
EBITDA margin 38%
Net debt, US$mln 640

Key operational indicators
Total length of transmission lines 120,000 km

Electricity output c.500 TWh
Number of substations 796
Installed transformer capacity 310 GVA

Unified National Electricity Grid

FGC regions

*Notes: 
1) RAS accounts 
2) average exchange rate for 2007 - RUR 25.55 / 1 USD 
3) IFRS accounts for 2007 will be prepared by July 2008

Unified National Electricity Grid 
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IDGC-Holding profile

Regional distribution companies (RDC) are 
consolidated in 11 Interregional distribution 
companies (IDGCs) by May 2008

IDGCs own and operate distribution lines 
(110 kV and below)

IDGCs revenue stream:

– electricity distribution charges from 
supply companies and end-consumers

– connection fees from end-consumers

All RAO UES stakes in IDGCs are 
consolidated in IDGC-Holding

– IDGC-Holding owns controlling stakes 
in all IDGCs

– Government owns 52% in IDGC- 
Holding

– IDGC-Holding to start trading in 
November 2008 (depositary receipts in 
January 2009)

Key financial indicators of IDGCs* 2007
Aggregated revenues, US$mln 12,800

Aggregated EBITDA, US$mln 4,500

EBITDA margin 35%
Net debt, US$mln 2,400

Key operational indicators of IDGCs
Total length of transmission lines 2,1 mln km
Electricity output 655 TWh
Number of substations 451,000

Installed transformer capacity 371 GVA

IDGC 
Central 
region

IDGC North-West 
region

Lenenergo

Tyumenenergo

IDGC 
Siberia

IDGC 
South
IDGC 
Northern 
Caucasus

IDGC 
Volga

IDGC 
Ural

IDGC 
Central and 
Volga region

MOESK

IDGC mapCompany overview

*Notes: 
1) aggregated RAS accounts for all RDCs 
2) average exchange rate for 2007 - RUR 25.55 / 1 USD

Yantar 
energo
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Growth outlook

New regulatory 
regime

Intensive investment programme to increase the assets of both FGC and 
IDGCs by a factor of over 4 from 2007 to 2015

Anticipated significant EBITDA growth both for FGC and IDGCs

Formation of the new regulatory system based on return on capital to be 
completed in 2008, parameters and timeline being determined (in 
accordance with 2007 amendments to Federal Law N35)

Ministry of Economy formulates plans of socio-economic development 
taking into account introduction of RAB (regulatory asset base) tariff 
regulation in 2009-2011

Cash flows to stabilise in 2011 and remain predictable in the long term

FGC free float – at least 10% 

IDGC-Holding free float – at least 30%

Aggregated IDGCs free float – up to 50%

Depositary receipts programmes for FGC, IDGC-Holding and some of IDGCs

Liquidity

Investment highlights* 

*Company’s management expectations
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Federal Grid Company (FGC)
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Long-term 
investment 

attractiveness

Improve operating efficiency to reach the level of transmission 
companies in developed countries thanks to introduction of respective 
economic incentives
Increase share of net debt in RAB up to 30-40% in line with peer 
companies in developed countries

Invest US$60bln by 2015 in the expansion and maintenance of the grid 
infrastructure (in 2008 prices) 
Achieve cost of capital comparable to peer countries by 2015
By 2011 achieve stabilised EBITDA level sufficient to implement long-
term investment projects

Efficiency 
improvement

Reliability 
improvement

Establish reserve transmission and transformer capacity in the next 5 
years within the system to provide for sustainable economic 
development
Introduce economic accountability for meeting reliability and quality 
standards in servicing customers

Strategic objectives of FGC
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FGC establishment in context of 
RAO UES reform

On 1 July, 2008 RAO UES ceases to exist

RAO UES shareholders will receive shares of FGC proportionally to their interests in RAO UES based 
upon the known conversion rates 

56 high-voltage grid companies (HVGC) to merge with FGC on 1 July 2008

FGCFGC

Government-Holding FGC-Minority Holding

56 HVGCs 
56 HVGCs

Simultaneous 
merger 

Simultaneous 
merger

Spin-off Spin-off 

RAO UESRAO UESRussian Federation 16%
RAO UES 84%

56 
HVGCs 

56 
HVGCs

49%-100%

FGCFGC

FGCFGC

Targeted 
ownership structure

July 2008

Russian Federation
75%+1 share

Minority shareholders 
25%- 1 share

Current 
ownership structure

Restructuring process
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Sustainable electricity consumption growth 
(CAGR 4% by 2020*) puts grid capacities 
under strain

In 2007 grid load was close to maximum in 16 
regions across the country

70 tsd km of power lines and 200 GVA of 
transformer capacity to be constructed by 
2020 to meet the growing demand

Increase in grid capacity

Demand for grid capacities

Shortage of electric power in the 
regions

Regions suffering from shortages of electric power

* Minpromenergo forecasts

45 tsd. km 75 tsd. km

140 tsd. km 170 GVA

70 tsd. km

200 GVA

FGC HVGC New 
construction+

190 tsd. km

510 GVA

20202008 2008-2020
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FGC investment programme*

Investment programme

Capital structure

Projected annual capex — US$6-10bln

In March 2008, FGC BoD has considered 
investment programme for 2008-2012

Financing of the investment programme at first 
stage through capital injections from RAO UES 
and Government via additional share issues

– US$3.4bn attracted through two completed 
additional issues in 2007-2008 

Introduction of tariff regulation based on RAB 
allows to finance the investment programme via

– re-investment of equity capital based on 
justified return 

– intensive use of debt capital

Additional source of financing – grid connection 
fees (over US$4bln by 2012)

*Company’s management forecast
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Transmission charges to include justified 
return on invested capital in line with 
international best practices based on RAB-
methodology

Justified return is determined based on 
CAPM model and achievable capital structure

Initial RAB determined based on optimised
depreciated replacement costs of assets 
(optimised DRC)

Incentives to increase operational efficiency 
within the 5-year regulation period

Mechanism for annual adjustment of 
regulated revenues based on 
macroeconomic factors, requirements for 
quality and reliability

Changes in regulatory environment

3-year transition period 

Upon expiry of transition period, 5-year 
regulation period 

Return on RAB before taxes (nominal in RUR) 
– 10% in transition period, 7.5-8% upon 
expiry of transition period

Exact dates of RAB introduction currently 
being discussed with respective ministries and 
government authorities

Key principles of RAB-regulation Quantitative parameters of RAB- 
regulation*

*Optimal scenario according to Company’s management view, parameters subject to regulator’s approval
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Leverage

Borrowings and leverage

FGC plans to increase net debt from US$640mln in 
2007 to over US$10bln in 2015 (increasing 
leverage to 30%)

International companies operating in similar 
regulatory environment increase their leverage up 
to 30-40%

FGC seeks to reduce cost of debt capital, and has 
already managed to improve its credit ratings 
significantly over the past 4 years

Comprehensive set of measures to achieve the 
targeted reduction of cost of capital

– introduction of a new regulatory system

– improvement of credit ratings (currently, BBB 
from S&P, Baa2 from Moody’s)

– obtaining corporate governance rating

– increasing company’s transparency for 
investors (IFRS reporting)

FGC credit ratings

Source: Companies’ data

Note: as of year-end 
Source: Standard and Poor’s, Moody’s

2004 2005 2006 2007

B B+ B+ BB+ BBB

Apr-2008

Baa2 Baa2 Baa2
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Electricity distribution sector 
(IDGC-Holding)
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Establishment of IDGC-Holding in context of 
RAO UES reform

On 1 July, 2008 RAO UES ceases to exist

RAO UES shareholders will receive shares of FGC proportionally to their interests in RAO UES based upon the known 
conversion rates 

RAO UES shares in IDGCs transferred to IDGC-Holding

* IDGC South, IDGC Center and Urals, IDCS Center, IDGC North Caucasus, IDGC Volga, IDGC Siberia, IDGC North-West, IDGC Center, Lenenergo, 
Tyumenenergo, MOESK (Moscow)

RGCsRGCs

RAO UESRAO UES

4
9

-1
0

0
%

Targeted ownership 
structure
July 2008

Ownership structure 
of distribution complex 

before February 2008 

Restructuring process

100%

IDGC- 
Holding 

IDGC- 
Holding

Spin-off

IDGCs*IDGCs*

Not less than 50%+1 share

RAO UESRAO UES

IDGCsIDGCs

RGCsRGCs

IDGCsIDGCs

Merger

IDGC-Holding
(Government 52% 
minorities 48%) 

IDGC-Holding 
(Government 52% 
minorities 48%)
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2008-2011 2010-20112010-2011

Government to take 
decision on the 
disposal of its stakes 
to private investors, 
incl. foreign 

“Pilot projects”
starting from 
1 July 2008

RAB introduction for 
all IDGCs in 2009-
2011

Unbundling 
completed by 2006 
(excluding the Far 
East)

By July 2008 all 
distribution 
companies to merge 
in 11 interregional 
distribution 
companies (IDGCs)

End-May 2008 –
most IDGCs start 
trading on stock 
exchanges

IDGC-Holding starts 
trading in November 
2008

Licensing provides 
for clear 
mechanism of the 
governmental 
control over the 
sector

Ensuring 
appropriate level of 
sustainability and 
quality of supply

2004-2006 2007-2008

Unbundling of 
AO-Energos

Sector 
consolidation

Introduction of 
RAB Licensing

Potential 
decision 

on  Government 
exit from 

IDGCs

Strategic plan for development of 
distribution sector
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Long-term 
investment 

attractiveness

Improve operating efficiency to reach the level of distribution 
companies in developed countries thanks to introduction of respective 
economic incentives
Increase share of net debt in RAB up to 40-50% in line with peer 
companies in developed countries

Invest US$70 bln by 2015 in the expansion and maintenance of the grid 
infrastructure (in 2008 prices) 
Achieve cost of capital comparable to peer countries by 2015
By 2011 achieve stabilised EBITDA level sufficient to implement long-
term investment projects

Efficiency 
improvement

Reliability 
improvement

Bring asset depreciation down to the normalized level of c.50% by 2015
Establish reserve capacity in the next 5 years within the system to 
provide for sustainable economic development
Introduce economic accountability for meeting reliability and quality 
standards in servicing customers

Strategic objectives of IDGC-Holding
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Capital structure

Investment programme of 
the distribution sector*

Aggregated IDGCs investment programmeIDGC annual investments planned at the level of
US$6–10bln

New grid infrastructure construction accounts for 
the major part of the investments until 2012

After 2012, renovation of the existing assets 
accounts for the majority of the investments 

Introduction of RAB-regulation allows to finance 
the investment programme via

– re-investment of equity capital based on 
justified return 

– intensive use of debt capital

Additional source of financing – grid connection 
fees (c.US$6bln by 2012)

*Company’s management expectations
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Regulatory system of the distribution sector

Transmission charges to include justified 
return on invested capital in line with 
international best practices based on RAB-
methodology

Justified return is determined based on 
CAPM model and achievable capital structure

Initial RAB determined based on optimised
depreciated replacement costs of the assets 
(optimised DRC)

Incentives to increase operational efficiency 
within the 5-year regulation period

Mechanism for annual adjustment of 
regulated revenues based on 
macroeconomic factors, requirements for 
quality and reliability

Federal Law – N35 with amendments 
adopted in 2007 allows to exceed the tariff 
cap in case of justified investment needs

Key principles of RAB-regulation

Introduction for all IDGCs in 2009-2011, pilot 
projects from 1 July 2008

3-year transition period

Post transition, 5-year regulation period

Return on RAB before taxes (nominal, in RUR) 
in transition period – 12%

Possibility of reduced return on initial capital to 
smoothen the tariff growth (6% in Year 1, 9% 
in Year 2) 

Post transition, 10% return for all capital

Draft Government Resolution 109 “On price 
formation in electric and heat power” containing 
parameters of the regulation being under 
Government review since 28 March, 2008

Quantitative parameters of RAB-regulation
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2007 2011***

Key IDGC parameters in the new 
regulatory system*

2007-2011 sector EBITDA growth by a factor of 3.5x

Stabilised EBITDA level to be achieved in 2011, as in 2009-2010 a reduced rate of return on initial 
capital expected to apply

Targeted EBITDA (from distribution)Targeted initial RAB (IRAB)**

***including latest changes in investment programme

*management base-case scenario based on anticipated regulatory parameters
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Borrowings and leverage

68% 65% 62% 58% 58%
34% 40%

5%0%

20%
40%

60%
80%

100%

CE

W
PD SS

E

ED
F SP CN

ID
G

C
(2

01
5)

RG
C

(2
00

7)

Net debt Equity

Leverage

Issuer
Size, 

RURmln Maturity
Yield to 
maturity

MOESK 6,000 Sep-2011 8.57%

Lenenergo 3,000 Jan-2012 9.73%

Lenenergo 3,000 Apr-2012 10.14%

Kubanenergo 3,000 Jul-2010 8.02%

Tyumenenergo 2,700 Apr-2010 10.23%
Termenergo 1,000 May-2012 9.98%

Chelyabenergo 600 May-2010 8.69%

Bond issuances of RGCs

Note: Equity = RAB – net debt 
Source: Companies’ data

IDGCs plan to increase net debt from US$2.4bln in 
2007 to over US$30bln in 2015 (increasing leverage 
from 5% to 40%)

International companies operating in similar 
regulatory environment increase their leverage up 
to 40-50%

IDGCs seek to reduce cost of debt capital and 
narrowing spread to Government bonds

Comprehensive set of measures to achieve the 
targeted reduction of cost of capital

– introduction of a new regulation system

– obtaining and improving of credit ratings 
(currently, only MOESK has an international 
rating – Ba2 from Moody’s)

– implementation of IFRS reporting system 

– obtaining corporate governance rating

– increasing company’s transparency for 
investors

UK companies

Source: Bloomberg, Cbonds.ru as of 11.04.2008
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