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Introduction

A. Basic information on placed by the issuer securities in relation to which the registration of the prospectus was performed.

A. 1) 

Type (category) of securities: shares (registered) ordinary

Form of securities: uncertified

Amount of placed securities: 2 284 503 084 (Two billion two hundred eighty-four million
five hundred and three thousand and eighty-four) pieces

Nominal cost: 0.1 (zero point one) rubles

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Astrakhanenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Astrakhanenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Astrakhanenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Astrakhanenergo” converted into additional shares of “IDGC of the South”, JSC – 773 900 078 (Seven hundred and seventy three million nine hundred thousand seventy-eight) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/129991 of ordinary share of “Astrakhanenergo”, JSC with nominal cost 2 rubles.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Astrakhanenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Astrakhanenrgo”, including shares purchased from shareholders of “Astrakhanenrgo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Astrakhanenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Astrakhanenergo”, JSC 

Ordinary registered shares of “Astrakhanenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Astrakhanenrgo”, JSC activity on the basis of the registry of “Astrakhanenrgo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of “Astrakhanenrgo”, JSC activity

Price of placing or the procedure of its determination: is not specified for this type of placement.

Terms of provision (for bonds with provision): is not specified for the placed securities are not bonds with provision

Terms of conversion (for convertible securities): is not specified for the placed securities are not convertible securities

A.2) 

Type (category) of securities: shares (registered) ordinary

Form of securities: uncertified

Amount of placed securities: 20 329 039 386 (Twenty billion three hundred twenty-nine million thirty-nine thousand three hundred eighty-six) pieces

Nominal cost: 0.1 (zero point one) rubles

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Volgogradenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Volgogradenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Volgogradenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Volgogradenergo” converted into additional shares of “IDGC of the South”, JSC – 318 806 905 (Three hundred and eighteen million eight hundred and six thousand nine hundred and five) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2808059 of ordinary share of “Volgogradenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Volgogradenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Volgogradenergo”, including shares purchased from shareholders of “Volgogradenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Volgogradenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Volgogradenergo”, JSC 

Ordinary registered shares of “Volgogradenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Volgogradenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity

Price of placing or the procedure of its determination: is not specified for this type of placement.

Terms of provision (for bonds with provision): is not specified for the placed securities are not bonds with provision

Terms of conversion (for convertible securities): is not specified for the placed securities are not convertible securities

A.3)

Type (category) of securities: shares (registered) ordinary

Form of securities: uncertified

Amount of placed securities: 1 921 170 983 (One billion nine hundred twenty-one million one hundred seventy thousand nine hundred eighty-three) pieces

Nominal cost: 0.1 (zero point one) rubles

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Kalmenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Kalmenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Kalmenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Kalmenergo” converted into additional shares of “IDGC of the South”, JSC – 72 953 037 (Seventy-two million nine hundred fifty three thousand and thirty-seven) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/1159650 of ordinary share of “Kalmenergo”, JSC with nominal cost 4 rubles.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Kalmenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Kalmenergo”, including shares purchased from shareholders of “Kalmenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Kalmenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Kalmenergo”, JSC 

Ordinary registered shares of “Kalmenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Kalmenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of “Kalmenergo”, JSC activity

Price of placing or the procedure of its determination: is not specified for this type of placement.

Terms of provision (for bonds with provision): is not specified for the placed securities are not bonds with provision

Terms of conversion (for convertible securities): is not specified for the placed securities are not convertible securities

A.4)

Type (category) of securities: shares (registered) ordinary

Form of securities: uncertified

Amount of placed securities: 16 203 502 467 (Sixteen billion two hundred three million five hundred and two thousand four hundred sixty-seven) pieces

Nominal cost: 0.1 (zero point one) rubles

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Rostovenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Rostovenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Rostovenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Rostovenergo” converted into additional shares of “IDGC of the South”, JSC – 3 128 764 676 (Three billion one hundred twenty eight million seven hundred sixty-four thousand six hundred seventy-six) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2808062 of ordinary share of “Rostovenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Rostovenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Rostovenergo”, including shares purchased from shareholders of “Rostovenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Rostovenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Rostovenergo”, JSC 

Ordinary registered shares of “Rostovenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity on the basis of the registry of “Rostovenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity

Price of placing or the procedure of its determination: is not specified for this type of placement.

Terms of provision (for bonds with provision): is not specified for the placed securities are not bonds with provision

Terms of conversion (for convertible securities): is not specified for the placed securities are not convertible securities

A.5)

Type (category) of securities: shares (registered) ordinary

Form of securities: uncertified

Amount of placed securities: 4 615 952 412 (Four billion six hundred fifteen million nine hundred fifty-two thousand four hundred and twelve) pieces
Nominal cost: 0.1 (zero point one) rubles

Way of placement of securities:

Conversion of preferred registered uncertified shares of “Volgogradenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by shareholders of “Volgogradenergo”, JSC preferred shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Preferred registered shares of “Volgogradenergo”, JSC are converted into additional ordinary shares of “IDGC of the South”, JSC.

The amount of preferred registered shares of “Volgogradenergo” converted into additional ordinary shares of “IDGC of the South”, JSC – 79 044 069 (Seventy nine million forty-four thousand sixty-nine) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2571621 of preferred share of “Volgogradenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Volgogradenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Volgogradenergo”, including shares purchased from shareholders of “Volgogradenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Volgogradenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Volgogradenergo”, JSC 

Preferred registered shares of “Volgogradenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Volgogradenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity

Price of placing or the procedure of its determination: is not specified for this type of placement.

Terms of provision (for bonds with provision): is not specified for the placed securities are not bonds with provision

Terms of conversion (for convertible securities): is not specified for the placed securities are not convertible securities

A.6)

Type (category) of securities: shares (registered) ordinary

Form of securities: uncertified

Amount of placed securities: 4 390 623 025 (Four billion three hundred and ninety million six hundred twenty-three thousand and twenty-five) pieces

Nominal cost: 0.1 (zero point one) rubles

Way of placement of securities:

Conversion of preferred registered uncertified shares of “Rostovenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by shareholders of “Rostovenergo”, JSC preferred shares are to be converted into additional ordinary shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Preferred registered shares of “Rostovenergo”, JSC are converted into additional ordinary shares of “IDGC of the South”, JSC.

The amount of preferred registered shares of “Rostovenergo” converted into additional shares of “IDGC of the South”, JSC – 925 737 256 (nine hundred twenty five million seven hundred thirty seven thousand two hundred fifty six) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/208859 of ordinary share of “Rostovenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Rostovenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Rostovenergo”, including shares purchased from shareholders of “Rostovenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Rostovenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Rostovenergo”, JSC 

Preferred registered shares of “Rostovenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity on the basis of the registry of “Rostovenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity

Price of placing or the procedure of its determination: is not specified for this type of placement.

Terms of provision (for bonds with provision): is not specified for the placed securities are not bonds with provision

Terms of conversion (for convertible securities): is not specified for the placed securities are not convertible securities

B. Basic information on placed securities in relation to which the prospectus was registered (in case of registration of prospectus of securities later (after the state registration of report on the results of issue (additional issue) of securities): The present prospectus is registered in relation to placed securities detailed information on which is provided in sections II and IX of the Prospectus.
C.  Basic goals of the issue and ways of using assets received from placement of securities: the aim of issuing is the conversion of shares of “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Rostovenergo”, JSC into additional shares of the issuer in order to reorganize the mentioned companies in the form of affiliation to “IDGC of the South”, JSC.
D. Other information that the issuer considers necessary for disclosure in the Introduction part: Estimations presented in the prospectus of securities are related only to the date of approving the present document by issuer’s Board of Directors. The issuer refuses from any obligations on renewal or reconsideration of the included in the prospectus estimations.
This securities prospectus contains estimates and forecasts of the issuer’s management bodies with respect to future events and/or acts, development prospects for the economic sector where the issuer conducts its core operations, and the issuer’s operating results, including the issuer’s plans and the probability that certain events will occur and certain acts will be done. Investors should not rely solely upon estimates and forecasts of the issuer’s management bodies as the issuer’s actual operating results in the future may be different than projected for many reasons. The acquisition of the issuer’s securities may involve the risks described herein.
I. Brief data on the persons forming governance bodies of the issuer, data on bank accounts, auditor, appraiser and financial adviser of the issuer, as well as on other persons who signed the prospect:                                                                                                
1.1. Persons forming a part of the governance bodies of the issuer

Governance bodies of the issuer are:

1. The supreme body of management - General meeting of shareholders

2. Board of directors

3. Sole executive body - General Director

Structure of the Board of Directors of the issuer:

1. Rappoport Andrey Natanovich - Chairman of Board of Directors, year of birth 1963

2. Okley Pavel Ivanovich, year of birth – 1970 

3. Vasilyev Sergey Vyacheslavovich, year of birth – 1975 

4. Ryapin Igor Yurievich, year of birth – 1979 

4. Gavrilov Alexander Ilyich, year of birth – h1973 

6. Maslov Aleksey Viktorovich, year of birth – 1975 

7. Zemlyanskiy Igor Ivanovich, year of birth – 1969 

8. Diakov Fyodor Aleksandrovich, year of birth – 1958

9. Kravchenko Vyacheslav Mikhailovich year of birth – 1967

10. Nikulov Alexander Evgenievich, year of birth – 1967

Sole executive body - General Director

Gavrilov Alexander Ilyich, year of birth – 1973

1.2 Data on bank accounts of the issuer

1.2.1.

	Full company name of the Bank
	Joint stock company “Alfa-Bank” branch “ Rostovskiy”

	Abbreviated name of the Bank
	Branch “Rostovskiy” JSC “ALFA-BANK”

	Location:
	Rostov-on-Don

	TIN/RRC of the bank
	7728168971/775001001

	No. and type of the account:
	40 702 810 100 180 001 123 (operating)

	RCBIC:
	046015207

	Correspondent account:
	30 101 810 500 000 000 207

	

	Full company name of the Bank
	Kamyshin Sberbank Branch № 7125 of Sberbank of Russia

	Abbreviated name of the Bank
	Kamyshin Sberbank Branch № 7125 of Sberbank of Russia

	Location:
	Kamyshin

	TIN/RRC of the bank
	7707083893/343602001

	No. and type of the account:
	40 702 810 811 180 100 939 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647

	

	Full company name of the Bank
	Kamyshin Sberbank Branch № 7125 of Sberbank of Russia

	Abbreviated name of the Bank
	Kamyshin Sberbank Branch № 7125 of Sberbank of Russia

	Location:
	Kamyshin

	TIN/RRC of the bank
	7707083893/343602001

	No. and type of the account:
	40 702 810 511 180 100 938 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647

	

	Full company name of the Bank
	Volzhskiy Sberbank Branch № 8553 of Sberbank of Russia

	Abbreviated name of the Bank
	Volzhskiy Sberbank Branch № 8553 of Sberbank of Russia

	Location:
	Volzhskiy

	TIN/RRC of the bank
	7707083893/343502001

	No. and type of the account:
	40 702 810 211 160 103 297 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647

	

	Full company name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Abbreviated name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Location:
	Elista

	TIN/RRC of the bank
	7707083893/081602001

	No. and type of the account:
	40 702 810 860 300 102 039 (operating)

	RCBIC:
	040707644

	Correspondent account:
	30101810100000000644

	

	Full company name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Abbreviated name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Location:
	Elista

	TIN/RRC of the bank
	7707083893/081602001

	No. and type of the account:
	40 702 810 560 300 102 038 (operating)

	RCBIC:
	040707644

	Correspondent account:
	30101810100000000644

	

	Full company name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Abbreviated name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Location:
	Elista

	TIN/RRC of the bank
	7707083893/081602001

	No. and type of the account:
	40 702 810 260 300 102 037 (operating)

	RCBIC:
	040707644

	Correspondent account:
	30101810100000000644

	

	Full company name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Abbreviated name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Location:
	Elista

	TIN/RRC of the bank
	7707083893/081602001

	No. and type of the account:
	40 702 810 960 300 102 036 (operating)

	RCBIC:
	040707644

	Correspondent account:
	30101810100000000644

	

	Full company name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Abbreviated name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Location:
	Elista

	TIN/RRC of the bank
	7707083893/081602001

	No. and type of the account:
	40 702 810 660 300 102 035 (operating)

	RCBIC:
	040707644

	Correspondent account:
	30101810100000000644

	

	Full company name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Abbreviated name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Location:
	Elista

	TIN/RRC of the bank
	7707083893/081602001

	No. and type of the account:
	40 702 810 360 300 102 034 (operating)

	RCBIC:
	040707644

	Correspondent account:
	30101810100000000644

	

	Full company name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Abbreviated name of the Bank
	Kalmytskiy Sberbank Branch № 8579 Elista, North-Caucasus Bank of Sberbank of Russian Federation

	Location:
	Elista

	TIN/RRC of the bank
	7707083893/081602001

	No. and type of the account:
	40 702 810 060 300 102 033 (operating)

	RCBIC:
	040707644

	Correspondent account:
	30101810100000000644

	

	Full company name of the Bank
	Uryupinsk branch № 4012 of Sberbank of Russia

	Abbreviated name of the Bank
	Uryupinsk branch № 4012 of Sberbank of Russia

	Location:
	Uryupinsk, Volgograd region

	TIN/RRC of the bank
	7707083893/775001001

	No. and type of the account:
	40 702 810 711 100 100 886 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647

	

	Full company name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Abbreviated name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Location:
	Volgograd

	TIN/RRC of the bank
	7744001497/344402001

	No. and type of the account:
	40 702 810 700 100 101 311 (operating)

	RCBIC:
	041806779

	Correspondent account:
	30101810900000000779

	

	Full company name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Abbreviated name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Location:
	Volgograd

	TIN/RRC of the bank
	7744001497/344402001

	No. and type of the account:
	40 702 810 600 100 201 311 (operating)

	RCBIC:
	041806779

	Correspondent account:
	30101810900000000779

	

	Full company name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Abbreviated name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Location:
	Volgograd

	TIN/RRC of the bank
	7744001497/344402001

	No. and type of the account:
	40 702 810 500 100 301 311 (operating)

	RCBIC:
	041806779

	Correspondent account:
	30101810900000000779

	

	Full company name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Abbreviated name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Location:
	Volgograd

	TIN/RRC of the bank
	7744001497/344402001

	No. and type of the account:
	40 702 810 400 100 401 311 (operating)

	RCBIC:
	041806779

	Correspondent account:
	30101810900000000779

	

	Full company name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Abbreviated name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Location:
	Volgograd

	TIN/RRC of the bank
	7744001497/344402001

	No. and type of the account:
	40 702 810 300 100 501 311 (operating)

	RCBIC:
	041806779

	Correspondent account:
	30101810900000000779

	

	Full company name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Abbreviated name of the Bank
	Branch of Gazprombank (JSC) in Volgograd

	Location:
	Volgograd

	TIN/RRC of the bank
	7744001497/344402001

	No. and type of the account:
	40 702 810 800 100 001 311 (operating)

	RCBIC:
	041806779

	Correspondent account:
	30101810900000000779

	

	Full company name of the Bank
	Mihailovka branch of Sberbank № 4006 Sberbank of Russian Federation

	Abbreviated name of the Bank
	Mihailovka branch of Sberbank № 4006 Sberbank of Russian Federation

	Location:
	Mihailovka, Volgogradskiy region

	TIN/RRC of the bank
	7707083893/343702001

	No. and type of the account:
	40 702 810 711 050 100 910 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647

	

	Full company name of the Bank
	Mihailovka branch of Sberbank № 4006 Sberbank of Russian Federation

	Abbreviated name of the Bank
	Mihailovka branch of Sberbank № 4006 Sberbank of Russian Federation

	Location:
	Mihailovka, Volgogradskiy region

	TIN/RRC of the bank
	7707083893/343702001

	No. and type of the account:
	40 702 810 011 050 100 911 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647

	

	Full company name of the Bank
	Volzhskiy branch of Sberbank № 8553 of Sberbank of Russia

	Abbreviated name of the Bank
	Volzhskiy branch of Sberbank № 8553 of Sberbank of Russia

	Location:
	Volgograd region, Volzhskiy

	TIN/RRC of the bank
	7707083893/343502001

	No. and type of the account:
	40 702 810 911 160 103 296 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647

	

	Full company name of the Bank
	Kuban branch of CJSC “Raiffeisenbank”

	Abbreviated name of the Bank
	Kuban branch of CJSC “Raiffeisenbank”

	Location:
	Krasnodar

	TIN/RRC of the bank
	7744000302/231002001

	No. and type of the account:
	40 702 810 126 100 411 402 (operating)

	RCBIC:
	040349556

	Correspondent account:
	30101810900000000556

	

	Full company name of the Bank
	Branch № 8619 of Joint-Stock Commercial Savings Bank of the Russian Federation (joint stock company) – Krasnodar branch

	Abbreviated name of the Bank
	Branch № 8619 of Joint-Stock Commercial Savings Bank of the Russian Federation (joint stock company) – Krasnodar branch

	Location:
	Krasnodar

	TIN/RRC of the bank
	7707083893/231002001

	No. and type of the account:
	40 702 810 130 000 101 073 (operating)

	RCBIC:
	040349602

	Correspondent account:
	30101810100000000602

	

	Full company name of the Bank
	Central branch of JSC JSCB “URALSIB-YUG BANK”

	Abbreviated name of the Bank
	Central branch of JSC JSCB “URALSIB-YUG BANK”

	Location:
	Krasnodar

	TIN/RRC of the bank
	2310042974/231001001

	No. and type of the account:
	40 702 810 700 000 007 920 (operating)

	RCBIC:
	040349713

	Correspondent account:
	30101810400000000713

	

	Full company name of the Bank
	Branch of Commercial joint stock bank ”Banque Societe
Generale Vostok” (CJSC) in Krasnodar

	Abbreviated name of the Bank
	Branch of Commercial joint stock bank ”Banque Societe
Generale Vostok” (CJSC) in Krasnodar

	Location:
	Krasnodar, Prikubanskiy district

	TIN/RRC of the bank
	7703023935/231002001

	No. and type of the account:
	40 702 810 189 810 000 046

	RCBIC:
	040349744

	Correspondent account:
	30101810000000000744

	

	Full company name of the Bank
	Branch “Volgogradskiy” of JSC “Alfa-Bank”

	Abbreviated name of the Bank
	Branch “Volgogradskiy” of JSC “Alfa-Bank”

	Location:
	Volgograd

	TIN/RRC of the bank
	7728168971/344402001

	No. and type of the account:
	40 702 810 600 090 001 839 (operating)

	RCBIC:
	041806857

	Correspondent account:
	30101810000000000857

	

	Full company name of the Bank
	Uryupinsk branch № 4012 of Sberbank of Russia

	Abbreviated name of the Bank
	Uryupinsk branch № 4012 of Sberbank of Russia

	Location:
	Volgograd region, Volgograd

	TIN/RRC of the bank
	7707083893/775001001

	No. and type of the account:
	40 702 810 411 100 100 885 (operating)

	RCBIC:
	041806647

	Correspondent account:
	30101810100000000647


1.3.Data on the auditor of the issuer                     

	Full company name
	Fineart-Audit Limited Liability Company  

	Shortened company name
	Fineart-Audit Ltd.

	Location of the auditor organization
	60 Udaltsova Street, Moscow 119607

	Telephone and fax numbers
	(495) 431-99-70, (499) 726-91-12, (499) 726-91-13

(495) 431-99-70 (fax), (499)726-91-12(fax)



	e-mail 
	office@fineart-audit.ru



	Number, date of issue and validity of the license for carrying out audit activity
	License for carrying out auditor activity No. Е 006407, issued by Order of the RF-Ministry of Finance as of 07.09.2004 No.250,

Term of validity: 5 years



	Body which issued the license
	Ministry of Finance of the Russian Federation

	Fiscal year which was the subject of the auditor’s independent check of financial statements and financial (accounting) reports of the issuer
	The year 2007


Fineart-Audit Ltd. is independent from the issuer.

Factors which can influence independence of auditors of the issuer, including the information on presence of the essential interests connecting auditors (officials of auditors) with the issuer (officials of the issuer): 
- Presence of stakes of participations of auditors (officials of auditors) in the authorized capital of the issuer: auditors have no stakes in the authorized capital of the issuer;
- Granting borrowed funds to auditors (officials of auditors) of the issuer: the issuer did not provide borrowed funds to auditors (officials of auditors);
- Presence of close business mutual relations (participation in promotion of products (services) of the issuer, participation in joint enterprise activity, etc.), and kinship: the issuer has no close business mutual relations and kinship with auditors;
- Data on the officials of the issuer who are simultaneously officials of auditors (who are auditors): officials of the issuer are not simultaneously officials of auditors.
The measures undertaken by the issuer and auditors for decrease of the specified factors: 

The issuer and the auditor shall act  within the limits of the current legislation, in particular according to Federal Law as of 7 August 2001 No. 119-FZ «On Auditor Activity» (as amended of 14 December 2001 No.164-FZ, as of 30 December 2001 No. 196-FZ) according Article 12 of which the audit may not be performed by: 
1) the auditors who are founders (participants) of the audited persons, their heads, bookkeepers and other persons bearing the responsibility for the organization and conducting of book keeping and drawing up of the financial (accounting) reports;
2) the auditors being near of kin (parents, spouses, brothers, sisters, children, as well as brothers, sisters, parents and children of spouses) with founders (participants) of the audited persons, their officials, bookkeepers and other persons bearing the responsibility for the organization and conducting of book keeping and drawing up of the financial (accounting) reports);
3) the auditor organizations, the heads and other officials of which are founders (participants) of the audited persons, their officials, bookkeepers and other persons bearing the responsibility for the organization and conducting of book keeping and drawing up of the financial (accounting) reports;
4) the auditor organizations, the heads and other officials of which are near of kin (parents, spouses, brothers, sisters, children, as well as brothers, sisters, parents and children of spouses) with founders (participants) of the audited persons, their officials, bookkeepers and other persons bearing the responsibility for the organization and conducting of book keeping and drawing up of the financial (accounting) reports;
5) the auditor organizations in relation to the audited persons which are their founders (participants) in relation to the audited persons for whom these auditor organizations are founders (participants), in relation to the affiliated organizations, branches and representative offices of the specified audited persons, and also in relation to the organizations having common founders (participants) with this auditor organization;
6) the auditor organizations and individual auditors, which rendered services on restoration and conducting book keeping within three years prior to carrying out of the auditor check, and also on drawing up of the financial (accounting) reports to physical persons and legal entities in relation to these persons.
The main measure undertaken by the issuer for decrease of dependence of the issuer and the auditor from each other is a process of thorough examination of the candidate of the auditor for its independence of the issuer. The auditor is completely independent of the governance body of the issuer according to the requirements of Article 12 of the Federal Law «On Auditor Activity»; the amount of remuneration of the auditor was not attached to the results of the check held.
The procedure of selection of the issuer’s auditor:

- Presence of the procedure of the tender connected with selection of the auditor, and its main terms:
The candidate of the Auditor of the issuer is defined as a result of the Competitive Selection of the auditor by the issuer.
For participation in the Competition, the auditor organizations should meet the following requirements:
- 
 not to be in the process of liquidation;
- 
 absence of the decision on abeyance of activity adopted in accordance with the procedure stipulated by the Code of the Russian Federation on Administrative Offences, at the date of consideration of the Application Form for participation in the Competition;
- 
 not to have debts under the accrued taxes, tax collections and other obligatory payments to the budgets of any level or the state unappropriated funds as of the last calendar year, the amount of which exceeds twenty five percent of the balance sheet asset of the participant according to the accounting reports as of the last completed accounting period;
- 
 not to fall under terms (in relation to the Company and affiliated and dependent entities of RAO UES of Russia) enlisted in item 1 of Article 12 of the Federal Law «On the auditor activity».
- Procedure of nomination of the candidate of the auditor for approval at the meeting of shareholders (participants), including the governance bodies who made the corresponding decision:

The information on the works held by the auditor within the limits of special auditor tasks: there were no works held by the auditor within the limits of special auditor tasks.

The order of definition of amount of commission of the auditor, and also the information on presence of deferred and back payments for services rendered by the auditor:

The order of payment and the amount of monetary compensation to the auditor organizations and individual auditors for carrying out audit (including the obligatory one) and rendering respective services are defined by contracts of rendering auditor services and cannot be put in

Dependence from performance of any requirements of audited persons about contents of opinions which can be made as a result of audit

The amount of payment of services of the auditor of the issuer approved by general meeting of shareholders of the issuer for obligatory annual check and acknowledgement of the annual financial reports of the issuer is defined by the Board of Directors of the issuer.

During 9 months of 2007 the remuneration to auditor for performing independent evaluation of the accounting was not paid. Deferred and overdue payments to the auditor for rendered service are absent.

1.4. Data on the appraiser of the issuer

The issuer did not involve the evaluator for setting the market cost of the placed securities, property that is a pledged item on bonds with provision, rendered services related to issue of securities information on which is specified in prospectus.

1.5. Data on advisers of the issuer.
Financial advisers of securities market as well as other persons rendering services to the issuer or related to the process of issuing the securities and signed the prospectus provided for registration or other registered prospectus of circulating securities were not involved by the issuer. Other advisors that may have impact on adoption of the decision on purchased securities of the issuer are absent.

1.6. Data on other persons who signed the quarterly report:
	Surname 
	Savin 

	Name 
	Grigory 

	Patronymic 
	Grigoryevich

	Year of birth
	1952

	Occupation 
	Chief Accountant

	Telephone number
	(861) 219-63-58

	e-mail address
	savingg@kuben.elektra.ru savingg@mrsk-yuga.ru



	Location (place of work)
	49 Bolshaya Sadovaya street, Rostov-on-Don city, IDGC of the South


There are no other persons who signed the prospectus for securities and were not specified in the previous items of the present section.

II. Brief Information Concerning the Value, Dates, Procedure, and Conditions for the Placement of Each Class and Category (Type) of Placed Issue-Grade Securities

1) for issue of securities placed by conversion of ordinary uncertified shares of “Astrakhanenergo”, JSC into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

2.1. Class, Category (Type), and Form of Placed Securities

Class of placed securities: shares

Category of shares: ordinary

Form of placed securities: uncertified registered

The placed securities are not convertible securities or options of the issuer.

2.2. Par Value of Each Class, Category (Type), and Series of Placed Issue-Grade Securities

Par value of placed securities: 0.1 ruble
The placed securities are not convertible securities or options of the issuer.

2.3. Intended Issue Value and the Amount of Issue-Grade Securities to Be Placed

Quantity of placed securities: 2 284 503 084 (two billion two hundred eighty four million five hundred three thousand eighty four) securities
Total par value of placed securities: 228 450 308 (two hundred twenty eight million four hundred fifty thousand three hundred eight) rubles 40 kopecks.

The placed securities are not convertible securities or options of the issuer.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2.4. Offering Price (Procedure for Determining the Offering Price) of Issue-Grade Securities

Offering price or procedure for determining the offering price: is not specified for this way of placement.

Preemption rights are not provided by this way of placement.

2.5. Procedure and Dates of the Placement of Issue-Grade Securities

Start date of the placement or procedure for determining the dates of the placement of securities:

Date of making a notice in the Unified registry of legal entities on termination of “Astrakhanenrgo”, JSC activity

Placement method: 

Conversion of ordinary registered uncertified shares of “Astrakhanenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Exercisability of the preemptive right to acquire placed securities:

is not provided by this way of placement

Other conditions for placing securities deemed by the issuer to be material:

The possessed by “Astrakhanenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Astrakhanenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Astrakhanenergo” converted into additional shares of “IDGC of the South”, JSC – 773 900 078 (Seven hundred and seventy three million nine hundred thousand seventy-eight) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/129991 of ordinary share of “Astrakhanenergo”, JSC with nominal cost 2 rubles.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Astrakhanenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Astrakhanenrgo”, including shares purchased from shareholders of “Astrakhanenrgo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Astrakhanenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Astrakhanenergo”, JSC 

Ordinary registered shares of “Astrakhanenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Astrakhanenrgo”, JSC activity on the basis of the registry of “Astrakhanenrgo”, JSC shareholders as of the mentioned date.

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2) for issue of securities placed by conversion of ordinary uncertified shares of “Volgogradenergo”, JSC into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

2.1. Class, Category (Type), and Form of Placed Securities

Class of placed securities: shares

Category of shares: ordinary

Form of placed securities: uncertified registered

The placed securities are not convertible securities or options of the issuer.

2.2. Par Value of Each Class, Category (Type), and Series of Placed Issue-Grade Securities

Par value of placed securities: 0.1 ruble
The placed securities are not convertible securities or options of the issuer.

2.3. Intended Issue Value and the Amount of Issue-Grade Securities to Be Placed

Quantity of placed securities: 20 239 039 386 (twenty billion two hundred thirty nine million thirty nine thousand three hundred eighty six) securities
Total par value of placed securities: 2 032 903 938 (two billion thirty two million none hundred three thousand nine hundred thirty eight) rubles 60 kopecks.

The placed securities are not convertible securities or options of the issuer.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2.4. Offering Price (Procedure for Determining the Offering Price) of Issue-Grade Securities

Offering price or procedure for determining the offering price: is not specified for this way of placement.

Preemption rights are not provided by this way of placement.

2.5. Procedure and Dates of the Placement of Issue-Grade Securities

Start date of the placement or procedure for determining the dates of the placement of securities:

Date of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity

Placement method: 

Conversion of ordinary registered uncertified shares of “Volgogradenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Exercisability of the preemptive right to acquire placed securities:

is not provided by this way of placement

Other conditions for placing securities deemed by the issuer to be material:

The possessed by “Volgogradenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Volgogradenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Volgogradenergo” converted into additional shares of “IDGC of the South”, JSC – 318 806 905 (Three hundred and eighteen million eight hundred and six thousand nine hundred and five) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2808059 of ordinary share of “Volgogradenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Volgogradenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Volgogradenergo”, including shares purchased from shareholders of “Volgogradenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Volgogradenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Volgogradenergo”, JSC 

Ordinary registered shares of “Volgogradenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Volgogradenergo”, JSC shareholders as of the mentioned date.

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

3) for issue of securities placed by conversion of ordinary uncertified shares of “Kalmenergo”, JSC into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

2.1. Class, Category (Type), and Form of Placed Securities

Class of placed securities: shares

Category of shares: ordinary

Form of placed securities: uncertified registered

The placed securities are not convertible securities or options of the issuer.

2.2. Par Value of Each Class, Category (Type), and Series of Placed Issue-Grade Securities

Par value of placed securities: 0.1 ruble
The placed securities are not convertible securities or options of the issuer.

2.3. Intended Issue Value and the Amount of Issue-Grade Securities to Be Placed

Quantity of placed securities: 1 921 170 983 (One billion nine hundred twenty-one million one hundred seventy thousand nine hundred eighty-three) securities
Total par value of placed securities: 192 117 098 (one hundred ninety two million one hundred seventeen thousand ninety eight) rubles 30 kopecks.

The placed securities are not convertible securities or options of the issuer.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2.4. Offering Price (Procedure for Determining the Offering Price) of Issue-Grade Securities

Offering price or procedure for determining the offering price: is not specified for this way of placement.

Preemption rights are not provided by this way of placement.

2.5. Procedure and Dates of the Placement of Issue-Grade Securities

Start date of the placement or procedure for determining the dates of the placement of securities:

Date of making a notice in the Unified registry of legal entities on termination of “Kalmenergo”, JSC activity

Placement method: 

Conversion of ordinary registered uncertified shares of “Kalmenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Exercisability of the preemptive right to acquire placed securities:

is not provided by this way of placement

Other conditions for placing securities deemed by the issuer to be material:

The possessed by “Kalmenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Kalmenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Kalmenergo” converted into additional shares of “IDGC of the South”, JSC – 72 953 037 (Seventy-two million nine hundred fifty three thousand and thirty-seven) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/1159650 of ordinary share of “Kalmenergo”, JSC with nominal cost 4 rubles.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Kalmenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Kalmenergo”, including shares purchased from shareholders of “Kalmenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Kalmenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Kalmenergo”, JSC 

Ordinary registered shares of “Kalmenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Kalmenergo”, JSC shareholders as of the mentioned date.

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

4) for issue of securities placed by conversion of ordinary uncertified shares of “Rostovenergo”, JSC into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

2.1. Class, Category (Type), and Form of Placed Securities

Class of placed securities: shares

Category of shares: ordinary

Form of placed securities: uncertified registered

The placed securities are not convertible securities or options of the issuer.

2.2. Par Value of Each Class, Category (Type), and Series of Placed Issue-Grade Securities

Par value of placed securities: 0.1 ruble
The placed securities are not convertible securities or options of the issuer.

2.3. Intended Issue Value and the Amount of Issue-Grade Securities to Be Placed

Quantity of placed securities: 16 203 502 467 (Sixteen billion two hundred three million five hundred and two thousand four hundred sixty-seven) securities
Total par value of placed securities: 1 620 350 246 (one billion six hundred twenty million three hundred fifty thousand two hundred forty six) rubles 70 kopecks.

The placed securities are not convertible securities or options of the issuer.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2.4. Offering Price (Procedure for Determining the Offering Price) of Issue-Grade Securities

Offering price or procedure for determining the offering price: is not specified for this way of placement.

Preemption rights are not provided by this way of placement.

2.5. Procedure and Dates of the Placement of Issue-Grade Securities

Start date of the placement or procedure for determining the dates of the placement of securities:

Date of making a notice in the Unified registry of legal entities on termination of “Kalmenergo”, JSC activity

Placement method: 

Conversion of ordinary registered uncertified shares of “Kalmenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Exercisability of the preemptive right to acquire placed securities:

is not provided by this way of placement

Other conditions for placing securities deemed by the issuer to be material:

The possessed by “Rostovenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Rostovenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Rostovenergo” converted into additional shares of “IDGC of the South”, JSC – 3 128 764 676 (Three billion one hundred twenty eight million seven hundred sixty-four thousand six hundred seventy-six) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2808062 of ordinary share of “Rostovenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Rostovenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Rostovenergo”, including shares purchased from shareholders of “Rostovenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Rostovenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Rostovenergo”, JSC 

Ordinary registered shares of “Rostovenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity on the basis of the registry of “Rostovenergo”, JSC shareholders as of the mentioned date.

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

5) for issue of securities placed by conversion of ordinary uncertified shares of “Volgogradenergo”, JSC into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

2.1. Class, Category (Type), and Form of Placed Securities

Class of placed securities: shares

Category of shares: ordinary

Form of placed securities: uncertified registered

The placed securities are not convertible securities or options of the issuer.

2.2. Par Value of Each Class, Category (Type), and Series of Placed Issue-Grade Securities

Par value of placed securities: 0.1 ruble
The placed securities are not convertible securities or options of the issuer.

2.3. Intended Issue Value and the Amount of Issue-Grade Securities to Be Placed

Quantity of placed securities: 4 615 952 412 (Four billion six hundred fifteen million nine hundred fifty-two thousand four hundred and twelve) securities
Total par value of placed securities: 461 595 241 (four hundred sixty one million five hundred ninety five thousand five two hundred forty one) rubles 20 kopecks.

The placed securities are not convertible securities or options of the issuer.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2.4. Offering Price (Procedure for Determining the Offering Price) of Issue-Grade Securities

Offering price or procedure for determining the offering price: is not specified for this way of placement.

Preemption rights are not provided by this way of placement.

2.5. Procedure and Dates of the Placement of Issue-Grade Securities

Start date of the placement or procedure for determining the dates of the placement of securities:

Date of making a notice in the Unified registry of legal entities on termination of “Kalmenergo”, JSC activity

Placement method: 

Conversion of ordinary registered uncertified shares of “Kalmenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Exercisability of the preemptive right to acquire placed securities:

is not provided by this way of placement

Other conditions for placing securities deemed by the issuer to be material:

The possessed by shareholders of “Volgogradenergo”, JSC preferred shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Preferred registered shares of “Volgogradenergo”, JSC are converted into additional ordinary shares of “IDGC of the South”, JSC.

The amount of preferred registered shares of “Volgogradenergo” converted into additional ordinary shares of “IDGC of the South”, JSC – 79 044 069 (Seventy nine million forty-four thousand sixty-nine) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2571621 of preferred share of “Volgogradenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Volgogradenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Volgogradenergo”, including shares purchased from shareholders of “Volgogradenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Volgogradenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Volgogradenergo”, JSC 

Preferred registered shares of “Volgogradenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Volgogradenergo”, JSC shareholders as of the mentioned date.

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

6) for issue of securities placed by conversion of ordinary uncertified shares of “Volgogradenergo”, JSC into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

2.1. Class, Category (Type), and Form of Placed Securities

Class of placed securities: shares

Category of shares: ordinary

Form of placed securities: uncertified registered

The placed securities are not convertible securities or options of the issuer.

2.2. Par Value of Each Class, Category (Type), and Series of Placed Issue-Grade Securities

Par value of placed securities: 0.1 ruble
The placed securities are not convertible securities or options of the issuer.

2.3. Intended Issue Value and the Amount of Issue-Grade Securities to Be Placed

Quantity of placed securities: 4 390 623 025 (Four billion three hundred and ninety million six hundred twenty-three thousand and twenty-five) securities
Total par value of placed securities: 439 062 302 (four hundred thirty nine million sixty two thousand three hundred two) rubles 50 kopecks.

The placed securities are not convertible securities or options of the issuer.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2.4. Offering Price (Procedure for Determining the Offering Price) of Issue-Grade Securities

Offering price or procedure for determining the offering price: is not specified for this way of placement.

Preemption rights are not provided by this way of placement.

2.5. Procedure and Dates of the Placement of Issue-Grade Securities

Start date of the placement or procedure for determining the dates of the placement of securities:

Date of making a notice in the Unified registry of legal entities on termination of “Kalmenergo”, JSC activity

Placement method: 

Conversion of ordinary registered uncertified shares of “Kalmenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Exercisability of the preemptive right to acquire placed securities:

is not provided by this way of placement

Other conditions for placing securities deemed by the issuer to be material:

The possessed by shareholders of “Rostovenergo”, JSC preferred shares are to be converted into additional ordinary shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Preferred registered shares of “Rostovenergo”, JSC are converted into additional ordinary shares of “IDGC of the South”, JSC.

The amount of preferred registered shares of “Rostovenergo” converted into additional shares of “IDGC of the South”, JSC – 925 737 256 (nine hundred twenty five million seven hundred thirty seven thousand two hundred fifty six) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/208859 of ordinary share of “Rostovenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Rostovenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Rostovenergo”, including shares purchased from shareholders of “Rostovenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Rostovenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Rostovenergo”, JSC 

Preferred registered shares of “Rostovenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity on the basis of the registry of “Rostovenergo”, JSC shareholders as of the mentioned date.

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2.6. Procedure and Terms for Payment for Placed Issue-Grade Securities

Relating to all additional issues: is not specified for this kind of placement 

2.7. Procedure and Conditions for Entering into Contracts in the Process of Placing Securities

Relating to all additional issues: is not specified for this kind of placement 

2.8. Range of Potential Acquirers of Placed Issue-Grade Securities

Relating to all additional issues: is not specified for this kind of placement 

2.9. Procedure for Disclosing Information Concerning the Placement and Placement Results of Issue-Grade Securities

The presented order of disclosing information is applied to all additional issues in relation to which the registration of Prospectus was performed. The issuer discloses information in form of announcements at each stage of issuing shares, and after the state registration of securities prospectus should disclose information in quarterly reports and statements on material facts in form of data that may have significant impact on cost of securities, this procedure is carried out i order stipulated by Federal law “On securities market” No.39 dated 22.04.1996 (with amendments and supplements) as well as by “Regulation on information disclosure by issuer of securities” approved by Order of FFMS No.06-117 dated 10.10.2006 (hereafter - Regulation).

In case procedure and terms established for disclosing information about the event the Issuer is to disclose information about in accord with current federal laws and regulatory legal acts issued by Federal Securities-Market Agency as of the date of the event differ from procedure and terms provided for by Resolution on New Issue and Prospectus, information on such an event shall be disclosed according to procedure and terms provided for by federal laws and regulatory legal acts issued by Federal Securities-Market Agency which are in force as of the date of the event.

All information the Issuer is to disclose according to Regulation and other regulatory legal acts issued by Federal Securities-Market Agency in internet shall be available online at www.mrsk-yuga.ru for the period fixed by the regulatory legal acts.

The Issuer shall afford any interested person access to information each of the announcements contains, including each corporate action statement published by the issuer according to the Regulation as well as to information quoted by registered Resolution on New Issue, Prospectus, amendments to the documents, report on results of new issue, quarterly report as well as by other documents, mandatory disclosure of which is provided for by part VIII of the Regulation, internal documents of the issuer by making their copies available at the address of constant executive body of the issuer, indicated in Consolidated State Register of Companies. 

The Issuer shall submit a copy of every statement, including copies of corporate action statements the Issuer publishes in compliance with the Regulation and a copy of registered Resolution on New Issue, Prospectus and amendments to them, report on results of new issue, a copy of quarterly report and copies of other documents mandatory disclosure of which is provided by part VIII of the Regulation, internal documents of the Issuer to shareholders or other interested persons upon their requisition for a fee which does not exceed expenditures for making such a copy within  7 (seven) days after the date of the request or earlier.

Account details of the Issuer for paying expenditures for making the copies of abovementioned documents and volume (procedure for determining the volume) of such expenditures shall be made available at www.mrsk-yuga.ru.

Copies of documents retention period of which is variable according to legislation of the Russian Federation shall be submitted by the Issuer upon requisition of interested persons within retention period appropriate for such documents.

The copy the issuer submits shall be authenticated by an authorized person of the Issuer. In case the last day of the term, the Issuer is to disclose information within according to Regulation, or submit a copy of the document containing information subject to disclosure, is a non-working day and/or either a day off or a holiday, next working day following the last day of the term is considered the end day of the term.

Corporate action statements as well as statements about data which may significantly influence price of securities of the joint-stock company shall be sent to registration authority by the issuer within the time-limit which does not exceed 5 (five) days after the abovementioned event.

Issuer and/or registrar carrying out maintenance of share register shall provide interested person with a copy of registered Resolution on New Issue for a fee not exceeding expenditures for making the copy.

1) After the decision is approved to increase the authorized capital by means of the placement of additional shares, the Issuer shall disclose information about the approved decision to place securities in the form of a statement of material fact entitled “Information about of the adoption of decision to place the securities” within the periods after the date of the minutes of the meeting of the shareholders:

- in the case of disclosure through a newswire (Interfax), not later than one (1) day;

- in the case of disclosure on the Internet at www.mrsk-yuga.ru, not later than two (2) days

2) Information concerning the approval by the Issuer’s Board of Directors of the Decision on the Additional Securities Issue shall be disclosed by the Issuer in the form of a statement of material fact entitled “Information About the Approved Decision on the Issue of Securities” within the periods after the date of the minutes (the expiration date of the period prescribed by the laws of the Russian Federation for issuing the minutes) of the meeting of the Issuer’s Board of Directors that has adopted the Decision on the Additional Securities Issue:

- in the case of disclosure through a newswire (Interfax), not later than one (1) day;

- in the case of disclosure on the Internet at www.mrsk-yuga.ru, not later than two (2) days

3) Information about the state registration of the additional issue of securities and about the

procedure for providing access to information contained in the securities prospectus shall be disclosed by the Issuer in the form of a statement of material fact entitled “Information About Stages of the Procedure for Issuing Securities” in the form Decision on additional issue of securities and Prospectus of securities.

Announcement on the state registration of the additional issue of securities and on the procedure for providing access to information contained in the securities prospectus shall be published by the Issuer within the periods listed below after the date when information concerning the state registration of the additional issue of the Issuer’s securities is posted on the registration agency’s webpage or after the date when the Issuer receives from the registration agency the written notice of the state registration of the additional issue of securities by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first:

- in the case of publication through a newswire (Interfax), not later than one (1) day;

- in the case of publication on the Internet at www.mrsk-yuga.ru, not later than two (2) days;

- in the case of publication in Novye Izvestiya newspaper), not later than ten (10) days

The text of the statement of material fact shall be available on the Internet at www.mrsk-yuga.ru for at least six (6) months from the expiration date of the period prescribed for its publication on the Internet or, if published on the Internet after such expiration date, from the date of its publication on the Internet.

The Issuer shall, within two (2) days after the date when information concerning the state registration of the additional issue of the Issuer’s securities is posted on the registration agency’s webpage or after the date when the Issuer receives from the registration agency the written notice of the state registration of the additional issue of securities (shares) by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first, publish the text of the registered Decision on the Additional Securities Issue on the Internet at www.mrsk-yuga.ru. The text of the Decision on the Additional Securities Issue published on the Internet shall specify the state registration number of the additional issue of securities, its state registration date, and the name of the registration agency that has conducted the state registration of the additional issue of securities.

The text of the registered Decision on the Additional Securities Issue shall be available on the Internet at www.mrsk-yuga.ru from the expiration date of the period prescribed for its publication on the Internet or, if published on the Internet after such expiration date, from the date of its publication on the Internet until the redemption (cancellation) of all securities of this issue (additional issue).

The Issuer shall, within two (2) days after the date when information concerning the state

registration of the additional issue of the Issuer’s securities is posted on the registration agency’s webpage or after the date when the Issuer receives from the registration agency the written notice of the state registration of the additional issue of securities by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first, publish the text of the registered Securities Prospectus on the Internet at www.mrsk-yuga.ru. The text of the Securities Prospectus published on the Internet shall specify the state registration number of the additional issue of securities covered by the registered Securities Prospectus, its state registration date, and the name of the registration agency that has conducted the registration of the Securities (shares) Prospectus.

The text of the registered Securities Prospectus shall be available on the Internet at

www.mrsk-yuga.ru from the expiration date of the period prescribed for its publication on the Internet or, if published on the Internet after such expiration date, from the date of its publication on the Internet until at least six (6) months after the date when the text of the registered securities issue (additional issue) report is published on the Internet.

Starting from the date when the statement of the state registration of the additional issue of shares is published, all persons concerned may become acquainted with the Decision on the Additional Securities Issue and the Securities Prospectus and obtain their copies at the following address: 49 Bolshaya Sadovaya St., Rostov-on-Don 344007, RF (premises of “IDGC of the South”, JSC)

Starting from the date when the statement of the state registration of the additional issue of shares is published, all persons concerned may become acquainted with the Decision on the Additional Securities Issue and the Securities Prospectus for payment not exceeding the costs for making copies of the mentioned documents.

4) At the stage of placing shares, the Issuer shall disclose information in the form of:

- a statement of the start date of the placement of securities;

- a statement of the changed start date of the placement of securities;

- a statement of material fact entitled “Information About Stages of the Procedure for Issuing Securities” in order and form specified in Section VI of the Regulation;

- a statement of the suspension of the placement of securities;

- a statement of the resumption of the placement of securities;

A) A statement of the start date of the placement of securities shall be published by the Issuer through a newswire and on the Internet.

A statement of the start date of the placement of securities shall be published by the Issuer within the periods listed below prior to the start date of the placement of securities:

- in the case of publication through a newswire (Interfax), not later than 5 days prior to the start date of the placement of securities;

- in the case of publication on the Internet at www.mrsk-yuga.ru, not later than 4 days prior to the start date of the placement of securities

B) If the Issuer decides to change the start date of the placement of securities, then the Issuer shall publish a statement of the changed start date of the placement of securities through the newswire (Interfax) and on the Internet at www.mrsk-yuga.ru not later than one (1) day prior to such date.

C) The Issuer shall also, in the form of statements of material fact, disclose information concerning the placement (start of the placement and end of the placement) of securities. 

Information concerning the placement (start of the placement and end of the placement) of securities shall be disclosed by the Issuer within the periods listed below after the start date of the placement of shares and after the end date of the placement of shares, respectively:

- in the case of disclosure through a newswire (Interfax), not later than one (1) day;

- in the case of disclosure on the Internet at www.mrsk-yuga.ru, not later than two (2) days

The text of the statement of material fact shall be available on the Internet at www.mrsk-yuga.ru for at least six (6) months from its publication on the Internet.

The issue sends announcement on material fact to the registering body no later than 5 (five) days from the moment of the material fact adoption.

D) In the event that, during the share placement period, the Issuer decides to amend and/or supplement the Decision on the Additional Securities Issue and/or Securities Prospectus and/or in the event that, during the share placement period, the Issuer receives from a governmental agency authorized under the laws of the Russian Federation to decide on suspending the placement of securities (hereinafter, the “Authorized Agency”) a written request (order, prescript) to this effect, the Issuer shall suspend the placement of securities and publish a statement of the suspension of the

placement of securities within the periods listed below after the date of the minutes (the expiration date of the period prescribed by the laws of the Russian Federation for issuing the minutes) of the meeting of the Issuer’s authorized management body that has adopted the decision to amend and/or supplement the Decision on the Additional Securities Issue and/or the Securities Prospectus or, in the event of any change in the terms and conditions set forth in the securities placement decision, after the date of the minutes (the expiration date of the period prescribed by the laws of the Russian Federation for issuing the minutes) of the meeting of the Issuer’s authorized management body that has adopted the decision to change such terms and conditions or after the date of receipt by the Issuer from the Authorized Agency the written request (order, prescript) to suspend the placement of securities by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first:

- in the case of publication through a newswire (Interfax), not later than one (1) day;

- in the case of publication on the Internet at www.mrsk-yuga.ru, not later than two (2) days

If the placement of shares is suspended due to the registration agency’s deciding to suspend the issue of securities, then information concerning the suspended placement of shares shall be disclosed by the Issuer in the form of a statement of material fact specified in VI section of the Regulation.

E) After, during the share placement period, amendments and/or supplements to the Decision on the Additional Securities Issue and/or the Securities Prospectus are registered, it is decided to refuse to register such amendments and/or supplements, or the written notice (prescript, decision) is received during the share placement period from the Authorized Agency stating permission to resume the placement of securities (termination of grounds for suspending the placement of securities), the Issuer shall publish a statement of the resumption of the placement of securities through a newswire and on the Internet. 

A statement of the resumption of the placement of securities shall be published by the Issuer within the periods listed below after the date when information concerning the registration of amendments and/or supplements to the Decision on the Additional Securities Issue and/or the Securities Prospectus or the refusal to register such amendments and/or supplements is posted on the registration agency’s webpage or after the date when the Issuer receives from the registration agency the written notice of the registration of amendments and/or supplements to the Decision on the Additional Securities Issue and/or the Securities Prospectus or the refusal to register such amendments and/or supplements or after the date when the Issuer receives from the registration agency the written notice (prescript, decision) stating permission to resume the placement of securities (termination of grounds for suspending the placement of securities) by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first:

- in the case of publication through a newswire (Interfax), not later than one (1) day;

- in the case of publication on the Internet at www.mrsk-yuga.ru, not later than two (2) days

The Issuer shall not resume the placement of securities before a statement of the resumption of the placement of securities is published through a newswire and on the Internet.

If the placement of shares is resumed due to the registration agency’s deciding to resume the issue of securities, then information concerning the resumed placement of securities shall be disclosed by the Issuer in the form of a statement of material fact “Information About the Suspension and Resumption of the Issue of Securities” in accordance with the procedure and in the form provided for in section VI of the Regulations.

F) The Issuer shall also disclose information in the form of statements of material fact concerning the suspended and resumed issue of securities.

Statements of material fact entitled “Information About the Suspension and Resumption of the Issue of Securities” shall be disclosed by the Issuer within the periods listed below after the material fact occurs:

- in the case of disclosure through a newswire (Interfax), not later than one (1) day;

- in the case of disclosure on the Internet at www.mrsk-yuga.ru, not later than two (2) days

The material fact pertaining to information concerning the suspended issue of shares shall be deemed to occur on the date when information concerning the suspended issue of the Issuer’s shares is posted on the registration agency’s webpage or on the date when the Issuer receives from the registration agency the written notice of the suspension of the issue of shares by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first.

The material fact pertaining to information concerning the resumed issue of shares shall be deemed to occur on the date when information concerning the resumed issue of the Issuer’s shares is posted on the registration agency’s webpage or on the date when the Issuer receives from the registration agency the written notice of the resumption of the issue of shares by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first.

The text of the statement of material fact shall be available on the Internet at www.mrsk-yuga.ru for at least six (6) months from the expiration date of the period prescribed for its publication on the Internet

The issuer sends the announcement on material fact to the registering body not later than 5 (five) days from the moment of its adoption.

5) Information about the state registration of the additional securities issue report shall be disclosed by the Issuer in the form of a statement of material fact entitled “Information About Stages of the Procedure for Issuing Securities” within the periods listed below after the date when information concerning the state registration of the Issuer’s additional securities issue report is posted on the registration agency’s webpage or after the date when the Issuer receives from the registration agency the written notice of the state registration of the additional securities issue report by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first:

- in the case of disclosure through a newswire (Interfax), not later than one (1) day;

- in the case of disclosure on the Internet at www.mrsk-yuga.ru, not later than two (2) days

The text of the statement of material fact shall be available on the Internet at www.mrsk-yuga.ru for at least six (6) months from the expiration date of the period prescribed for its publication on the Internet or, if published on the Internet after such expiration date, from the date of its publication on the Internet.

The Issuer shall, within two (2) days after the date when information concerning the state registration of the Issuer’s additional securities issue report is posted on the registration agency’s webpage or after the date when the Issuer receives from the registration agency the written notice of the state registration of the additional securities issue report by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first, publish the text of the registered additional securities issue report on the Internet at www.mrsk-yuga.ru.

The text of the registered additional securities issue report shall be available on the Issuer’s website at www.mrsk-yuga.rufor at least six (6) months from the expiration date of the period prescribed for its publication on the Internet. 

Starting from the date when the statement of the state registration of the additional issue of shares is published, all persons concerned may become acquainted with the Decision on the Additional Securities Issue and the Securities Prospectus and obtain their copies at the following address: 49 Bolshaya Sadovaya St., Rostov-on-Don 344007, RF (premises of “IDGC of the South”, JSC).

Starting from the date when the statement of the state registration of the additional issue of shares is published, all persons concerned may become acquainted with the Decision on the Additional Securities Issue and the Securities Prospectus for payment not exceeding the costs for making copies of the mentioned documents.

6) Information that the additional issue of shares is held abortive or invalid shall be disclosed by the Issuer in the form of statements of material fact entitled “Information That the Issue of Securities Is Held Abortive or Invalid” within the periods listed below after the material fact occurs:

- in the case of disclosure through a newswire (Interfax), not later than one (1) day;

- in the case of disclosure on the Internet at www.mrsk-yuga.ru, not later than two (2) days

The material fact pertaining to information that the additional issue of securities is held abortive shall be deemed to occur on the date when information that the additional issue of the Issuer’s securities is held abortive is posted on the registration agency’s webpage or on the date when the Issuer receives from the registration agency the written notice that the additional issue of securities is held abortive by mail, by facsimile transmission, by electronic mail, or by delivery against receipt, whichever date occurs first.

The material fact pertaining to information that the additional issue of securities is held invalid shall be deemed to occur on the date when the Issuer receives the final judgment (judicial decision, ruling, decree) that the additional issue of securities (shares) is held invalid.

The text of the statement of material fact shall be available on the Internet at www.mrsk-yuga.ru for at least six (6) months from the expiration date of the period prescribed for its publication on the Internet.

The issuer sends the announcement on material fact to the registering body not later than 5 (five) days from the moment of its adoption.

7) From the date following the registration of Prospectus of securities the Issuer shall disclose information in the form of statements of material fact as otherwise provided for in the Regulations. A statement of material fact shall be published by the Issuer within the periods listed below after the material fact occurs:

- in the case of publication through a newswire (Interfax), not later than one (1) day;

- in the case of publication on the Internet at www.mrsk-yuga.ru, not later than two (2) days

The text of the statement of material fact shall be available on the Internet at www.mrsk-yuga.ru for at least six (6) months from the expiration date of the period prescribed for its

publication on the Internet.

The issuer sends the announcement on material fact to the registering body not later than 5 (five) days from the moment of its adoption.

8) The Issuer shall disclose information in the form of a quarterly report in accordance with the procedure provided for in the Regulations.

A quarterly report is issued based on the results of each quarter. A quarterly report is submitted to the registration agency not later than forty-five (45) days after the end of the reporting quarter.

The Issuer shall, within forty-five (45) days after the end of the relevant quarter, post the text of a quarterly report on the Internet at www.mrsk-yuga.ru The text of a quarterly report shall be available on the Internet at www.mrsk-yuga.ru for at least three (3) years from the expiration date of the period prescribed for its publication on the Internet.

The Issuer shall, not later than one (1) day after the text of a quarterly report is posted on the Internet, publish through a newswire (Interfax) an announcement stating the procedure for providing access to information contained in a quarterly report.

9) From the date following the registration of Prospectus of securities the Issuer shall disclose information in the form of statements of data which may have a material effect on the value of securities of the Issuer.

Statements of data which may have a material effect on the value of securities of the Issuer shall be published within the periods listed below after the relevant event occurs:

- in the case of publication through a newswire (Interfax), not later than one (1) day;

- in the case of publication on the Internet at www.mrsk-yuga.ru, not later than two (2) days.

The text of each statement of data which may have a material effect on the value of securities of the Issuer shall be available on the Internet at www.mrsk-yuga.ru for at least six (6) months from the expiration date of the period prescribed for its publication on the Internet

10) The issuer discloses information on its charter with all introduced changes and/or amendments by publishing it at www.mrsk-yuga.ru.

In case of introducing changes and/or amendments to the charter (restated version of the charter), the text should be published at www.mrsk-yuga.ru no later than 2 (two) days from the date of receiving by the issuer a written notice of authorized body on state registration of such changes and/or amendments. 
In case of adoption new edition of the issuer’s charter the text of the old version should be available on the Internet at www.mrsk-yuga.ru during three months from the date of publishing the new version.

The issuer publishes internal documents on the Internet at www.mrsk-yuga.ru no later than 2 days from the date of making minutes of general meeting of shareholders that adopted the decision on approval of particular document.

In case of adoption new edition of the issuer’s internal document the text of the old version should be available on the Internet at www.mrsk-yuga.ru during three months from the date of publishing the new version.

.
III. Main information on financial and economic condition of the issuer                          


3.1. Indicators of financial and economic activities of the issuer

The issuer is founded and registered as a legal entity on 28.06.2007. According to Regulation on keeping the accounting and accounting report in RF (order Ministry of Finances No.34 dd 29.07.1998) the first reporting year for newly established or reorganized organization is considered the period from the day of its registration till 31st of December inclusive, and for the organization established after the 1st of October – from the moment of state registration till 31st of December of the nest year. Thus, the report is drawn up and presented by the issuer for the 3rd quarter of 2007.

Dynamics of indicators characterizing financial condition of the issuer for the last 5 financial years or for each completed financial year is not presented as the issuer carries out its activity for less than one financial year. The table depicts information as of the end of last completed period before the date of approving the prospectus of securities (for 9 months of 2007)

	Indicator 
	9 months of 2007

	Net assets cost, thousand rubles
	(5 569.00)

	Relation of the amount of involved funds to the capital and reserves, %
	(764.25)

	Relation of the amount of short-term liabilities to the capital and reserves, % 
	(764.25)

	Cover of payments for debt service, %
	-

	Level of deferred debt, times
	-

	Turnover rate of the debt receivable, times.
	-

	Share of the dividends in the profit, %
	-

	Productivity of labour, rubles/people
	-

	Depreciation to the amount of proceeds, %
	-


1. For calculation of these indicators, the method recommended by the Regulations for disclosing the information by issuers of issue securities approved by Order of the Federal financial markets service of 10.10.2006 No.06-117/pz-n “On approval of the regulations for the information disclosure by the equity securities issuers” was used.

2. Dividends for the period of activity were not announced and paid

3. The amount of revenue is 0

4. Key expenses of the issuer related to performing works on preparation and carrying out reorganization 

5. In the result of issuer’s activity in the reporting period the loss amounted – 15569 thousand rubles

Analysis of financial report of the issuer for 30.09.2007 shows that the amount of net assets is minus 5569.00 thousand rubles. This is explained by large amount of short-term obligations that is connected with the beginning of issuer’s business activity.

The relation of sum of attracted funds to capital and provisions characterizes the stake of attracted funds in total sum of assets invested in the company. This indicator is negative because of absence of revenue in the third quarter of 2007, but in general, during the year the issuer plans to get the revenue in full volume. Also the indicator depicts the excess of borrowed funds over the own issuer’s funds of the issuer which is explained by the fact that the issuer only begins its business activity.
3.2. Market capitalization of the issuer.

Information on market capitalization of the issuer is depicted only as of the date of the end of the last completed financial year till the date of approving the prospectus, as the issuer exists and carries out its business activity less than one year. In general, market capitalization of the issuer is total market value of all placed shares of the issuer defined by stock exchange quotations. From the moment of creation up to the end of the issuer’s last period under report, the issuer’s shares were not included in the organized markets. Taking into account the above said, it is impossible to determine the market capitalization of the issuer under the method defined in the Regulations about disclosing of the information by issuers of issue securities approved by Order of FFMS of Russia on 10.10.2006 No.06-117/pz-n.
With a view of this item, the market capitalization of the issuer is defined as value of net assets of the issuer at the date of the end of each fiscal year and at the date of the end of the last completed accounting period. Calculation of the cost of net assets of the issuer is made using the method defined in the Procedure of estimation of the cost of net assets of the joint-stock companies approved by Order of the Ministry of Finance of Russia and Federal Commission for Securities Market of Russia on 29 January 2003 No. 10n/03-6/pz.

	Period 
	Market capitalization of the issuer, thousand rubles

	9 months of 2007
	10 000


3.3. Liabilities of the issuer

3.3.1. Accounts payable

The total amount of accounts payable, including credits, as of 9 months of 2007 is 42 560 thousand rubles. Overdue debts as of 9 months of 2007 – 0 rubles
Information on overdue accounts payable, including on credit contracts and contracts of loan, as well as on issued debt securities (bonds, bills, etc): “IDGC of the South”, JSC is founded, registered as a legal entity and carries out its activity since 28.06.2007. During its existence the Company had no overdue accounts payable, including on credit contracts and contracts of loan. Debt securities were not issued.

The structure of the accounts payable as of 30.09.2007

thousand rubles

	Name of the accounts payable
	Maturity 

	
	Up to one year 
	Over one year 

	Accounts payable to suppliers and contractors 
	590
	0

	Including the deferred 
	0
	X

	Accounts payable to the organization personnel 
	3 743
	0

	Including the deferred 
	0
	X

	Accounts payable to the budget of state and non-budgetary funds 
	1 929
	0

	Including the deferred 
	0
	X

	Credits 
	0
	0

	Including the deferred 
	0
	X

	Loans, total
	0
	0

	Including the deferred 
	0
	X

	Including the bonded loans 
	0
	0

	Including the deferred bonded loans 
	0
	X

	Other accounts payable 
	36 299
	0

	Including the deferred 
	0
	X

	Total
	42 560
	0

	Including the deferred 
	0
	X


Information on creditors which stake was less than 10% from total amount of accounts payable as of the last completed reporting period till the date of approving the securities prospectus:

Information on creditors which stake is less than 10% from total amount of accounts payable as of the last completed reporting period till the date of approving the securities prospectus:

Full and abbreviated company name: Open Joint Stock Company “Interregional l distribution grid company of Centre” (“IDGC of Centre”, JSC)
Location: 4/2 pereulok Glukharyov, Moscow 129090С
Sum of accounts payable (percentage from total accounts payable) 34 702 thousand rubles (81.5 %)

Overdue (penalties, fines): 0 rubles

The creditor is affiliated person of the issuer (consists with the issuer in one group of persons).

Stake of participation of the issuer in authorized capital of affiliated person - 0%

Stake of ordinary shares of affiliated person possessed by the issuer – 0%

Stake of participation of the affiliated person in issuer’s authorized capital - 0%

Stake of ordinary shares of the issuer possessed by the affiliated person – 0%

Affiliated person is not a natural person.

The issuer is not a credit organization.
3.3.2. Credit history of the issuer 

From the moment of establishing till the date of the last completed reporting period before the approval of prospectus the issuer had no obligations on previous credit contracts and/or loan contracts which sum of the debt makes up 5 and more percents from balance sheet asset of the issuer as of the date of the end of last completed reporting quarter.

The issuer did not issue bonds. 
3.3.3. Liabilities of the issuer from the security provided to the third parties.
For the period from the date of establishment of the Company (28.06.2007) up to the date termination of the accounting quarter, the issuer had no liabilities on granting security to the third parties, including in the form of mortgage or guarantee.

3.3.4. Other liabilities of the issuer.
There were no other agreements of the Company including short-term transactions which were not reflected in its accounting balance which can be reflected significantly in the financial position of the issuer, its liquidities, sources of financing and conditions of their use, results of activity and charges.

3.4. The purposes of issue and direction of use of the means received as a result of issue securities placement.
The purposes of issue is conversion of shares of “Kalmenergo”, JSC, “Volgogradenergo”, JSC, “Rostovenergo”, JSC and “Astrakhanenergo”, JSC into additional shares of the issuer in order to make reorganization of the mentioned companies in the form of affiliation to “IDGC of the South”, JSC. The issuer does not place securities with the purpose to finance a particular transaction or other activity.

3.5. The risks connected with purchase of placed (or being in the process of placement) issue securities

Risks connected with activity on transport services for a fee are derivatives of risks in electric power wholesale and retail markets to some extent. Developing wholesale and retail markets of electric power, in turn, have a high level of risk than developed markets of other production and services and include significant law, economical and political risks due to high social significance of the markets for the country. A share of political risks in the overall volume is somewhat increasing in the context of forthcoming presidential election of 2008 in Russia, but is estimated as insignificant by the issuer. Dynamic development of wholesale and retail power markets allows for the fact that data specified in this Prospectus is likely to go out of date soon. This informational uncertainty resulting from dynamic of the factors may influence future activity of the issuer, opportunity to realize its assets and comply with maturities of obligations. The uncertainty should be taken into account by investors when assessing their own risks and taking decisions about appropriateness of investments. Besides, some risks which are not significant at the moment may turn materially significant ones in the future. 

To minimize the risks the issuer carries out persistent work at risk identification and assessment.

The Issuer’s risk management activity comprises the following: 

1) overhaul of operating distribution grid complexes in the issuer’s service area and construction of new ones.

2) improvement of operational efficiency through implementing programs aimed at process cost reduction and saving;

3) making reasonable financial policy;

4) persistent analysis of the transport service market conditions.

Issuer’s policy in the sphere of risk management:

Policy of “IDGC of the South”, JSC in the sphere of risk management involves timely identification and preventing of possible risks with the purpose of financial and other loss reduction.

Risk management is an integral part of corporate management system of “IDGC of the South”. It makes it possible for the authorities of the Company to make economically efficient decisions it is closely connected with the process of strategy and operating planning and presupposes active participation of all the structures of the Company in risks revelation and evaluation.

Risks identification and evaluation are made in all spheres of the Company activities.

The order of managerial decisions made in financial and economical activities of the Company and the system of executive powers accountability reduce the risks of discrepancy in managers’ and shareholders’ interests.

The adopted by the Issuer system of risks management should:

- detect and prevent risks, control and manage risks;

- provide observance and implementation of standards of corporate management in the sphere of risks management;

- provide necessary level (volume, credibility, quality) of information on risks;

-provide coordination of programmes and processes of risks management;

-increase general efficiency of management in Holding and promote the development of Holding’s companies

As the Company at present only operates at the internal market of the Russian Federation and does not plan to expand abroad, the risks specified further are characterized singularly from the point of view of the domestic market.

Trends of the Company’s activities on management of certain risks are specified further.

3.5.1. Industry risks

Considering positive behavior of volumes of power consumption which developed during 1999-2008, we can assume increase in demand for transmission and distribution of the electric power through grids controlled by IDGC of South’s distribution network companies. Deterioration of the situation in the sector connected with decrease of consumer demand is not expected by the issuer.

The most essential influence on activity of the issuer is rendered by the changes connected with the reform of electric power sector. After end of reorganization of RAO «UES of Russia» on 01.07.2007, regulatory functions should be distributed between bodies of the government, infrastructural and commercial organizations. There is a risk of deterioration of the situation in the sector connected with decrease in management efficiency by electric power industry after distribution of the regulatory functions.

The risks connected with possible change of the prices for raw material, services used by the issuer in its activities (separately in the internal and external markets), and their influence on activity of the issuer:
IDGC of South, JSC is an infrastructural organization of the wholesale market; It does not participate in generation and consumption of electric energy (except for own needs), and has no essential dependence on use of any raw material and materials typical of processing sectors of the economy.

Transportation of the electric power by the networks which are not referred the Uniform National (all-Russian) Power Grid (UNPG) below 220 kV is in the  number of the main kinds of activity of the issuer.

Realization of the specified kinds of activity is interfaced with necessity of purchases of material resources and use of services of the foreign organizations for carrying out repairs, maintenance service and construction of own electric networks. The probability of increase in the prices is connected mainly with inflationary processes. The material increase in the prices for material resources and services of the outside organizations will demand updating the planned charges and amending the plans on realization of investment programs.

With a view of minimization of the specified risks, the Company carries out purchases of material resources and selection of service providers by means of carrying out of the competitive and regulated purchases of raw material, materials, industrial and other services.

The main income of the issuer is receipt of means from payment for services on transmission of electric energy and technical connection.

Activity of grid companies is related to the exclusive sector of electric power industry regulated by the state according to Federal Law as of 14 April 1995 No. 41-FZ "On state regulation of tariffs for electric and thermal energy in the Russian Federation" and other regulatory normative legal acts.

Tariffs for services on transmission of electric energy and electric networks of the regional network companies and technical connection are established by regulatory bodies of the government of entities of the Russian Federation.

Now tariff regulation is made by the mixed method (the method of direct calculation and the index method) which does not allow grid companies to involve the investment into development. RAO UES of Russia has acted as the initiator of implementation in the distribution grid companies of the tariff regulation system based on principles of fair market profitableness of the involved capital (RAB) in combination with economic stimulus for large-scale attraction of private investments.

Attraction of additional (extra) sources of financing of construction of the grid infrastructure should contribute to reduction of expenses for construction of such facilities at establishment of the amount of payment for technological connection to electric grids up to the level affordable for consumers.

It should be noted that activity of the enterprises of exclusive sphere is always interfaced with an essential risk level of incorrect state tariff regulation. Tariffs established now for services on transmission of electric energy of IDGC of South, JSC as a whole correspond to economically proved level, however, it is impossible to guarantee absence of the risks connected with an opportunity of freezing or directive decrease of tariffs, or adoption of tariffs which are not adequate to expenses of the issuer that can negatively be reflected in results of activity of the issuer.  

For minimization of the specified risks, the issuer carries out permanent work with regional tariff bodies for adoption of the grounded level of tariffs and implementation of new, progressive methods of tariff policy. However, the sphere of influence of the issuer on decision-making by federal and regional enforcement authorities is limited, and the issuer cannot guarantee that the actions directed to overcoming the arisen negative changes can lead to improvement of the situation.

The risks connected with possible change of the prices for componentry and services used by the issuer in the activity (separately in the internal and external markets), and their influence on activity of the issuer and execution of obligations under securities.
The issuer can have the risks connected with increase of the prices for componentry, equipment and other material resources which will be used by the issuer. The given risks are caused basically by inflationary processes and can be minimized by the following actions:

- Increase of operational efficiency on the basis of realization of programs on decrease in industrial costs (creation of the competitive environment in the sphere of purchases of works and services, optimization of expenses for repair-operational needs and capital construction, etc.);

- Carrying out the well-grounded financial policy.

In opinion of the issuer, influence of the given risks on activity of the issuer and execution of obligations under securities (provided they are minimized by the Issuer) is insignificant.

Considering that the issuer does not carry out and does not plan to carry out activity in the foreign market, accordingly the risks connected with possible change of the prices for componentry and services used by the issuer in the activity in the foreign market cannot influence activity of the issuer and/or execution of obligations under securities.

3.5.2. Country and regional risks   
Country risks
Now the positive tendency of increase of the international ratings of the Russian Federation is observed. According to the classification of Fitch, Moody’s and Standard and Poor’s international rating agencies, Russia received an investment rating according to which the economic and political situation in Russia is estimated as harmless in the short-term prospect. The forecast for all ratings remains on the «stable» level. The favorable factors contributing to increase in the ratings of Russia, in opinion of agencies, are the economic growth observed in Russia within last several years, caused improvement of the majority of key performance indicators, including proficiency of the account of current operations, and also growth of gold and exchange currency reserves of Russia and reduction of external short-term obligations.
On the other hand, the economy of Russia is not protected from market recessions and delay of economic development in other countries of the world. Financial problems or aggravated perception of risks of investment in the countries with a developing economy can lower the volume of foreign investments into Russia and render negative influence on the Russian economy. Besides, as Russia makes and exports great volumes of natural gas and oil, the Russian economy is especially vulnerable to changes of the world prices for natural gas and oil, and falling of the price for natural gas and oil can slow down or shake development of the Russian economy. These events can limit access of the issuer to the capital and render adverse influence on purchasing capacity of consumers of the issuer products. The issuer assumes to carry out all the actions directed to decrease of influence of such events on the activity: pursue the weighed policy in the field of the borrowed funds attraction.
Part of the state policy held now is the reform of electric power industry. Probability of change of internal political line and change of principles and priorities in issues of regulation of electric power industry can negatively be reflected in plans on attraction of strategic investments into the further development of the sector and essentially slow down or suspend the further market transformations in the sector.

The economic system of Russia is in the stage of establishment and constant reforming, therefore it is insufficiently steady against the crisis phenomena of the world scale. Experts of the World Economic Forum together with financial institutions of the USA and Europe published the report called “Global Risks 2008”. In opinion of experts, the year 2008 becomes a turning point and one of the most dangerous for the global economy lately. Among the main threats to well-being and stability - credit crisis, and also a rise in prices for oil and foodstuff.

Russia, the majority of export of which is still the raw material (oil, gas, products of non-ferrous metallurgy and ferrous metallurgy, etc.), depends on the international conjuncture in the raw markets. The power sector now, after the next record of the prices for oil crossed a 100-dollar barrier, which is in the center of attention. The prices in view of inflation yet have not reached the level of the beginning of the 80-es, but directly move to it. Now the essential bases for scale falling the prices for power resources preservation of the tendency on growth is not revealed, but, on the one hand, positively influences parameters of balance of the budget and trading balance of Russia, on the other hand, provokes the inflationary processes connected with a rise in prices for power resources inside the country.

In view of the above said, the share of this risk in the system of risks of the enterprise, in opinion of the issuer, is insignificant.

Regional risks:

The issuer carries out its activity in politically stable regions where the risk of occurrence of military conflicts and states of emergency practically does not exist. However, there is a risk of acts of terrorism, for minimization of which all measures for good safety are carried out at the enterprise.

Social conditions on the territory of activity of the Company is characterized as quiet; absence of the expressed interethnic conflicts, religious extremism allows to carry out economic activities with the minimal sociopolitical risks.

The Company carries out its activity on the territory which is not related to the territories with the raised danger of acts of nature. Influences of acts of nature have local character.

Prospective actions of the issuer in case of negative influence of change of the situation in the country (countries) and the area on its activity:
The majority of the given risks cannot be controlled by the issuer because of their scale. In case of destabilization of the political and economic situation in Russia or in a separate region which can negatively affect activity of the issuer, the latter will accept a number of measures on anti-recessionary management for the purpose of the maximal decrease in negative influence of the situation on the issuer, including reduction of production costs and other charges, reduction of investment plans.

The risks connected with possible military conflicts, state of emergency and strikes in the country and region, in which the issuer is registered as a tax bearer and/or carries out its primary activities:
The probability of military conflicts and introduction of state of emergency in the country and in regions of presence of the issuer is insignificant. In case of occurrence of possible military conflicts, the issuer runs risks of decommissioning of its main assets.

The risks connected with geographical features of the country and the region in which the issuer is registered as a tax bearer and/or carries out its main activities, including the raised danger of acts of nature, the possible termination of the transport communication in connection with remoteness and/or inaccessibility, etc. 

Weather climatic conditions on the territory of the service zone of IDGC of South, JSC are rather various. Electric networks are laid in various and non-comparable geographical zones - from steppe areas up to mountain and wood districts, seaside regions with high humidity, regular tornados and strong wind loadings, high threat of icing.

There is a probability of extreme situations caused by hurricanes, storm rains with squally winds and hailstones, storm high waters and flooding which can result in material damage to the population, objects of housing and communal services and social sphere was interrupted by automobile and railway communication, thermal and electric power supply of consumers. With a view of indemnification of damage from influence of the force majeure connected including with the spontaneous phenomena, the distribution network companies contracts of insurance of property are concluded.

For minimization of the risks connected with danger of acts of nature and negative influence of natural and climatic conditions (especially in the autumn and winter period), the network companies carry out preparatory measures, emergency stocks of material resources were created, work on preparation for abnormal condition-regenerative brigades is held. The enterprises of the regions carried out special anti-recessionary programs providing joint actions of powermen, authorities, Ministry of Emergency Measures, Ministry of Defense, Rostekhnadzor created special operational staffs. In close interaction with the above-named organizations, specialized trainings on working out actions at application of routine temporary switching-off are carried out which are developed and coordinated with heads of administrations of municipal establishments.

Besides, for the prevention and liquidation of extreme situations and consequences of acts of nature, the means were allocated from federal and local budgets, Reserve fund of the Government of the Russian Federation, federal and regional emergency repairs and saving services are involved.

The risks connected with raised danger of acts of nature are regarded by the issuer as minimal.

3.5.3. Financial risks.

Financial risks, which are particularly significant in Russian environment, arise in the sphere of relations between the Issuer and banks as well as other financial institutions. The higher debt ratio is the more the Issuer depends on creditors, the worse financial risks are as long as credit crunch or lending stop as well as credit tightening are followed by problems in economic activity of the Company.

The Issuer’s Exposure to Risks Connected with Change in Interest Rates, Exchange Rate, or Resulting from the Issuer’s Activity or Hedging by the Issuer in Order to Reduce Adverse Effects of the Abovementioned Risks

Risk of Change in Interest Rates

“IDGC of the South” JSC did not raise funds in the form of loans and borrowings during the period of Its existence. However, the Company plans to use raised debt financial resources, including the form of public borrowings. 

Significant raise in interest rate on credits and borrowings may result in appreciation of the Company’s debt service. To reduce the risk of change in interest rates, the Company plans to implement measures on optimization of debt portfolio structure and on reduction of expenditures for servicing the portfolio, including use of loans and borrowings with fixed rate and issue of debt securities with variable rate subject to market environment. Issue of variable rate debt securities shall make it possible for the Issuer to promptly respond to arising market conditions and thus, to optimize debt expense.

Inflation growth within the Russian Federation may result in general growth of rates, including growth of Issuer’s public borrowings rates, which may take the Issuer raising rate of debt securities under issue.    

Risks associated with exchange rate changes:

Given that the Company conducts its core business in the Russian Federation, does not have any investments in foreign companies whose net asset value is exposed to the risk associated with exchange rate changes, does not have either proceeds or expenses denominated in foreign currency, the risks associated with currency rate fluctuations are not among factors directly affecting the Company’s financial and economic performance and are estimated by the issuer as minor.

The Issuer does not perform any hedging operations for the purposes of mitigating adverse implications of changes in interest rates and foreign currency exchange rates. 

The Exposure of the Issuer’s Financial Condition, Liquidity, Sources of Funding, Performance, etc to Currency Rate Changes (Currency Risks) 
Assets and liabilities of the Issuer are mainly expressed in foreign currency. Therefore, financial status of the Issuer, Its liquidity, funding sources and performance little depends on exchange rate change. Besides, the Issuer does not plan carrying out Its activity in the foreign market, that is why effect of change in domestic currency to foreign (US dollar, euro) rate on financial status of the Issuer could be estimated as insignificant.

The Issuer’s Expected Action in the Event of Adverse Effects of Currency Rate and Interest Rate Changes on the Issuer’s Activities:

When making drawings, the Issuer is exposed to risk of rate change. With the growth of rates payments for loan interest of trade banks grow, and profit of the Company goes down, correspondently.

In case of significant unfavorable rate changes, the Issuer shall be geared to proceeds from short-term borrowing; investment program of the Company shall be revised. 

Presently currency risks are not significant for the Issuer as long as the Issuer does not carry out any external activity, does not have borrowings in foreign currency.

In case of negative influence of foreign currency rate change on the financial and economic activity, the Issuer plans to analyze the risks and take appropriate decision in each specific case.

Now and in the midterm roll rate of Central Bank of Russia tends to go down and, credit rates of trade banks go down respectively. The Issuer, as based on persistent analysis of changes in variable interest rates, considers that such a risk is insignificant for the Issuer.

To reduce negative effect of short-term fluctuations in interest rates on the issuer’s activities, attraction of credits under General Agreements on overdraft lending, reduction of share of loans and borrowings in current asset.

Impact of the Inflation on Securities Payments. Crucial Role of Inflation, According to the Issuer, and Issuer’s Prospective Actions to Reduce the Risk.   

“IDGC of the South” JSC and regional grid companies managed by the Company carry out their activity within the territory of Russian Federation. Growth of inflation in RF will result in general increase of interest rates, including interest rate on debt securities of the Issuer which may take the Issuer increase of rates on denominated public borrowings. Change in user price index has its impact on level of profitability and business and financial performance indicators of “IDGC of the South” JSC and companies managed, however such influence is not a factor the Company directly depends on. Indirect dependence of grid companies’ profitability on change in user price index mainly results from the fact that grid transmission service tariffs are imposed by state tariff bodies as based on expenditures for their elaboration and in full or partly     make up growth of the Company’s expenses connected with inflation. However, in periods of high inflation there is increase in the risks of reduction in making up tariff component and solvency of the Company’s primary consumers. 

Taking the above mentioned into consideration, the Company can not guarantee that possible increase of consumer prices will not result in decline in profitability of “IDGC of the South” JSC and managed companies. To forecast critical inflation level for grid companies is not possible because not only consumer price level but change in ruble real purchasing power, conditions of Russian and international energy markets and perspective policy of the stated as related to tariffs on electric and heat power should be taken into account. Data on annual inflation indexes for the periods from 1998 to 2006 are quoted below:

	Period 
	Inflation observed within this period 

	2007
	10.6 (01.12.2007)

	2006
	9.00

	2005
	10.9

	2004
	11.7

	2003
	12

	2002
	15.1

	2001
	18.6

	2000
	20.1

	1999
	36.5

	1998
	84.4


After the crisis of 1998, the rate of inflation was constantly decreasing till 2006. Negative influence of inflation on financial and economic activity of the issuer can be connected with the following risks:

- The risk connected with losses in real cost of debt receivable at an essential deferment or delay of payment;

- Risk of increase in interest receivable;

- Risk of increase in the cost price of goods, products, works, services due to increase in the price for energy carriers, transmission charges, wages, etc.;

- Risk of reduction of real cost of means under the investment program.

            In case of increase in rates of inflation, the real cost of interest payments decreases per obligations in national currency that is the favorable factor for the issuer.

Critical, in opinion of the issuer, value of inflation:
Scheduled rates of decrease of the inflation established by the Government of Russia as a whole are fulfilled and this tendency is preserved. In view of this, there is a restriction on increase of tariffs within the limits of no more than 9-11 % a year, and, considering a level of potential profitableness of activity, in opinion of the issuer, value of inflation at which the issuer will have difficulties is at least 7.7 % per annum.

Present inflation level does not have significant impact on financial status of the Issuer. According to the forecast inflation, it should not significantly influence solvency of the Issuer and payments on securities in particular. Nevertheless, risk of diminution of capital value as well as expected income and profit resulted from inflation, shall be taken into account by the companies at the stage of forming the annual schedule of economic indicators of the Company, including reserves. Thus, even in case of some increase in inflation, risks of the Issuer and managed companies shall be estimated as insignificant.

Prospective actions of the issuer on reduction of the risk caused by inflation:
If the value of inflation exceeds the specified critical values, the issuer plans to increase a share of short-term financial instruments in the assets, to hold actions on reduction of internal costs and maximization of growth of tariffs within the limits of normative restrictions.

Parameters of the financial reporting of the issuer, which are the most subject to change as a result of influence of the specified financial risks:
	N
	Risks 
	Probability of occurrence 
	Description of their changes in the reporting

	1
	Growth of interest rates 
	Low
	Increase of operational charges in the profit and loss statement 

	2
	Growth of the euro exchange rate in relation to ruble and US dollar 
	Medium  
	The reporting does not change as the whole amount of incomes and charges of the issuer is nominated in rubles and is not attached to the rate of exchange, and also as the issuer does not hold investments in the foreign financial assets and does not involve foreign loans

	3
	Decrease in the US dollar exchange rate in relation to ruble and euro
	Medium  
	


According to the above table, the main parameter which is the most subject to change and connected with financial risks is the profit of the issuer. With growth of the interest rates, payments per interests for using credits of commercial banks (operational charges) also increase and, accordingly, the profit of the issuer decreases. Besides, the profit decreases at increase in the production cost of services on transfer of electric energy and fixing tariffs on the legislative level.

Risks influencing the specified parameters of the financial reporting of the issuer and the probability of their occurrence:
Substantial growth of interest rates and, as a consequence, growth of expenses for servicing debts of the issuer - the probability of their occurrence is estimated as low.

3.5.4. Legal risks
The legal risks connected with activity of the issuer:
Legal risks, in particular, connected with ambiguous treatment of norms of the legislation can lead to incorrect calculation and payment of taxes. For their decrease, the Accounts Department of the issuer constantly works on legitimate improvement of methods of calculation of tax base under various taxes and the control over their conformity with the current legislation. 

Change of requirements to licensing of primary activity of the issuer can lead to increase in the period of preparation of the documents necessary for renewal of the license in accordance with legal succession, and also the necessities of conformity of the issuer to the requirements made. However as a whole, it is necessary to consider the given risk as insignificant, except for those cases when for prolongation of the license or for realization of the activity which is subject to licensing, the requirements will be made, which cannot be met by the issuer, or conformity with which will be connected with excessive expenses.

Besides there are risks of the losses connected with change of the legislation, and also incorrect legal official registration of papers and support of activity of the issuer. For minimization of such risks, practically all operations of the issuer pass obligatory preliminary legal examination.

For the issuer (as well as for all joint-stock companies which carry out activities on the territory of the Russian Federation), there is a risk of change of the legislation (federal laws and sublegislative statutory acts) regulating joint-stock and corporate mutual relations.

The issuer is subject to risks of the appeal by shareholders of IDGC of South, JSC and Kubanenergo, JSC concerning which the issuer carries out functions of the sole executive body, of large transactions and interested-party transactions (at fulfillment of such transactions without appropriate preliminary approval by board of directors or general meeting of shareholders, and also approved with infringement of the established order).

For minimization of the given risks at realization of contractual work, IDGC of South, JSC and Kubanenergo, JSC which is a part of its configuration, without fail carry out the preliminary legal analysis of concluded transactions for presence of the bases of carrying out of the preliminary corporate procedures stipulated by the current legislation and/or the charter. In case of need, the corresponding transactions are placed for consideration to the competent management bodies of IDGC of South, JSС and Kubanenergo, JSC.

The risks connected with mutual relations with shareholders of IDGC of South and Kubanenergo include, in particular: the risks connected with accounting of the rights to DGC shares; risk of «corporate blackmailing» by shareholders; risk of realization by unfriendly shareholders of the actions directed to failure of general meetings of shareholders of the issuer in the future.
For minimization of the risks, keeping the register of shareholders of IDGC of South and Kubanenergo are performed by the professional registrar who has a significant operational experience in the Russian share market. (Actually from the moment of its revival in the beginning of nineties) and traditionally occupying the top lines of ratings of registrars (including under «reliability» criterion). Besides, IDGC of South carries out a complex of the measures directed to information Interaction with shareholders (disclosing of the information in accordance stipulated by normative legal acts, and also carrying out of meetings of the management of the issuer with the shareholders, the main goal of which is explanation of relevant issues of the current activity).

The risks connected with change of the currency legislation

The risks connected with change of the currency legislation actually will not affect activity of the issuer as the issuer does not plan to carry out the activity outside the Russian Federation.

The risks connected with change of the tax laws

Like any other entity of economic activities, the issuer is the participant of tax relations. Now tax legal relationship in the Russian Federation is regulated by the Tax Code of the Russian Federation, a number of the federal laws accepted according to the Tax Code of the Russian Federation, laws of entities of the Russian Federation, and also normative legal acts of institutions of local government. The system of lawfully established taxes and tax collections includes, in particular, the value added tax, the profit tax, the property tax, the uniform social tax and other obligatory payments. The corresponding statutory acts quite often contain indistinct formulations, or operate with the terms which do not having specific legal definition. Besides, the Ministry of Finance of the Russian Federation and Federal Tax Service of the Russian Federation, authorized to give official explanations of the tax laws, frequently give explanations and comments contradicting both the norms of the tax laws, and judiciary practice developed on the certain categories. Fiscal bodies thus are guided by such legal acts and explanations of the specified state bodies which are directed exclusively to updating budgets of different levels, thus, quite often, roughly breaking the rights and legitimate interests of the tax bearer. Preparation and granting of the tax reporting together with other elements of the system of regulation of tax legal relations are in the competence, first of all, of the tax bodies having the right to make additional tax charges and tax collections charges, to charge the sums of fines, to impose significant penalties. Thereof, tax risks in Russia essentially exceed the similar risks typical of the countries with more developed market economy and system of the tax laws.
The management of the issuer thinks that the issuer in full observes the tax laws concerning its activity that, nevertheless, does not eliminate potential risks of its bringing to the tax responsibility in case of changes in the state fiscal policy concerning separate taxes and tax collections, and also change (not in favour of the tax bearer) of judiciary practice on separate categories of tax affairs.
Now the Government of the Russian Federation pursues a policy of decrease in tax charging with regard to the Russian tax bearers. In this connection, modification in the tax laws regarding increase in tax rates and/or changes of the order and terms of calculation and payment of taxes, in the near future is not expected.
In connection with the stated, the given risk is estimated as insignificant.
In case of amending the operating order and conditions of the taxation, the issuer is going to plan the financial and economic activity in view of these changes.
The risks connected with change of rules of the customs control and duties

 Change of rules of the customs control and duties does not bear any risks for activity of the issuer since the issuer does not plan to carry out export of services outside the limits of the Russian Federation.

The risks connected with change of requirements on licensing of primary activity of the issuer or licensing of rights to use objects, the availability of which is limited (including natural resources).
Changes of requirements on licensing primary activity of the issuer or licensing of rights to use objects, the availability of which is limited are not expected.

In case of change of requirements on licensing activity of the issuer or licensing of rights to use objects, the availability of which is limited, the issuer will take necessary measures for reception of corresponding licenses and sanctions.

The risks connected with change of judiciary practice on the issues connected with activity of the issuer (including concerning licensing) which can negatively affect results of its activity, and also results of the current litigations in which the issuer participates:
The opportunity of change of the judiciary practice connected with activity of the issuer (including concerning licensing) is considered as insignificant and will not render essential influence on its activity.
In case of modification in judiciary practice concerning the issues connected with activity of the issuer, the latter is going to plan its financial and economic activity in view of these changes.
3.5.5. The risks connected with activity of the issuer
The risks connected with the possible responsibility of the issuer under the debts of the third parties, including affiliated companies of the issuer.
At the moment the issuer does not bear the responsibility under debts of the third parties.

The risks connected with the possible responsibility of the issuer under debts of the third parties are estimated by the management of the issuer as insignificant.

The responsibility under debts of DGC, the powers of the sole executive body of which were transferred to IDGC of South, JSC can occur only on the bases of and in accordance with the procedure stipulated by the current legislation of the Russian Federation, namely Article 71 of the Federal Law as of 26 December 1995 No.208-FZ «”On joint-stock companies”. Thus an obligatory condition of bringing of IDGC of South, JSC to the responsibility will be presence of fault in its actions (inactivity). Probability of occurrence of the specified risks is low.
Risks inherent in the Issuer entirely are listed below.

Risks Connected with Current Trials the Issuer Is Taking Part in

At the moment claims amounting to more than 10 mln rbs, put in by the Issuer and/or against the Issuer are absent. In this connection risks of the Issuer resulting from its participation in current trials are absent as well. 

Risks Connected with Absence of Opportunity to Give Further Effect to the Issuer’s License for Definite Type of Activity or for Using Facilities Operation Terms of which Are Limited (Including Funds) 

According to Federal Law No. 128-ФЗ “On Licensing Certain Activities” dd. August 8, 2011, activity on using electric and heat grids carried out by “IDGC of the South” JSC and managed regional grid companies is not subject to licensing. Issuer’s operating activity does not imply use of facilities operation term of which is limited (including natural resources), the Issuer does not have license for using such facilities.

Technological Risks

Activities of regional grid companies managed by “IDGC of the South” JSC are open to technological risks, having significant impact on activities and performance of grid companies. 

Energy supply risks imply state of power facilities which does not comply with modern stated standards and requirements which lead to or are likely to result in disturbance and/or reliable consumer power supply.

Risks connected with circuit-and-performance and design defects imply transmission constraints (including “blocked” (under run) capacity of generators); overload of facilities under normal and repair operating conditions; deficiencies and defects resulting in higher fault rate and/or necessity of more frequent repair works; nonconformities with requirements of emergency controls and protection; nonconformity to climatic patterns, etc.

Risks connected with nonconformity with regularities and requirements service life exceeding the specified one (including extended one); poor technical condition; nonconformity of operating systems and complexes of emergency controls and protection to current requirements etc.

Technological risks are identified and managed within the framework of RAO “UES of Russia” Holding. RAO “UES of Russia” JSC and companies of the Holding have done considerable work to minimize impact of technological risks on activities of electric power enterprises, including the following ones: 

1. Investment program of RAO “UES of Russia” Holding, JSC, for 2006 – 2010 has been developed and approved.

2. Peak load regions have been identified; territory of Krasnodar region, which is within service area of “IDGC of the South” JSC, is among the regions.

3. To improve reliability of power supply in peak load regions, “Five Year Programs for Providing Reliability and Development of Electric Power industry” are being developed and implemented in cooperation with regional administration offices.

4. At the suggestion of RAO “UES of Russia” JSC Agreements about Interaction under Threat of and in Power Supply Interruption have been made with the governors of peak load regions; according to the agreements, headquarters in charge of ensuring power supply of consumers have been set up in the regions; representatives of regional and local administrative offices and power companies participate in the campaign.

5. Procedure for carrying out work to coordinate and supervise fulfillment of obligations by subsidiaries and associates of the Company under Agreements on cooperation in implementing territorial Programs for reliability and development of UES of Russia for the ext 5 years and in controlling fulfillment of investment programs of subsidiaries and associates, which are aimed at elimination of power shortfalls in 2010 – 2011, has been developed and approved.

6. Standard of the Company “Rules of Preventing Development and Elimination of Dysfunctions in Normal Operating Conditions of Electric Part of Energy Systems” has been developed and put into effect.

7. There is work carried out to solve problems of reactive power (normalization of power levels) which comprises the following:

· Special measurements and target meetings, including telephonic meetings, and seminars dedicated to “Problems of Reactive Power and Ways of Solution”;

· Program of improving stability and technical and economic efficiency of distribution grid systems and consumer supply systems through managing reactive power currents and normalization of power levels has been prepared;

· Certification of electric power quality (including that connected with licensing of power supply companies). Today such a work is carried out by all the electric grid companies, some of them have already accomplished it and other are at the end of the work;

· Issuing order by Russia’s industry and energy ministry No. 49 dd. February 22, 2007, which approved “The Procedure for Calculating Value of Ratio of Watt Consumption to Reactive Power Costing for Remote Power Receivers (Groups of Power Receivers) of Power Consumers, which Are Used for Definition of Obligations of the Parts under Contracts of Transmission Service (Supply Agreements)”. Upper and lower limits of displacement power factors were fixed for the first time ever; levels of the factors should not be exceeded by consumers, this said, the limits were fixed according to the best practice.

Technical Risks

Technical risks are the risks connected with maintenance of facilities, including those related to limit deviations from the regulatory requirements, mistakes made by operating employees, braking operations schedule, depreciation of the equipment, mistakes in previous design decisions. There are risks connected with reliability status of power facilities and volumes of resources meant for maintenance and repair of the equipment in power companies’ activities. Introduction of up-to-date nondestructive methods of equipment testing and diagnostics improves reliability of the facilities. This problem is paid a lot of attention to by RAO “UES of Russia” JSC. System of key performance indicators, which is applied to planning and analysis of performance of subsidiaries and associates, is coherent, that is performance indicators are seamlessly amplified by equipment reliability and maintenance indicators. The data are reproduced by current business planning system; various key and estimated figures of fixed capital stock condition, level of which is thoroughly controlled in the process of approving business plans, are the constituents of business plans provided by subsidiaries and associates. In order to achieve the required efficiency of power companies’ activities at reliability objective, part containing list of measures providing achievement of target values of key performance indicators, including reliability indicators, is introduced into the business plan. Thanks to this, the abovementioned risks of equipment reliability shall be minimized, and costs in the activity of the power company, RAO “UES of Russia” JSC, shall be saved.

Risks Connected with Occurrence of Loss of Consumers, Sales to which Account for at Least 10 % of Total Revenue from Sales of Products (Works, Services) of the Issuer

Taking into account monopoly type of activity of Distribution Grid Companies within “IDGC of the South” JSC, the abovementioned companies (and “IDGC of the South” JSC after restructuring) are monopoly providers of electricity transmission and distribution services as well as services of technological connection of facilities of legal persons and individuals to distribution electric grids within the service territory of “IDGC of the South” JSC. Risks connected with abilities of primary consumers are absent. Change of monopoly character of the activity in question is not obvious for the nearest future, because third-party organizations have no alternative grid facility complex and qualified personnel (to maintain it).

Other Risks Connected with the Issuer’s Activities

Risk Connected with Actions of Third-Parties

The Issuer is exposed to risks connected with actions of third-parties when fulfilling Its obligations under the contract. More specifically, such risks ensue from stealing electric wire from power transmission line supports.

Nonfulfillment of obligations within the time-limit specified by the contract may result in sue for a considerable sum and in complaints from competent legal authorities.

Issuer’s activities in the risk management comprise the following:

· Insuring electric grid facilities against stealing and damage by third parties;

· Insuring civil responsibility of the issuer;

· recovery of damage by persons who caused it (in case they are identified).

Other risks connected with the issuer’s activities and inherent in the issuer only are absent.

3.5.6. Bank risks
Analysis of bank risks is not provided as the issuer is not a credit organization. This sector 3.5 depicts only risks that are, according to the issuer’s points of view, material. Probably there exist risks that are not included in this part. Other risks the issuer does not know about or are not material at the moment may have potentially negative impact on issuer’s business activity.
IV. Detailed information on the issuer

4.1. History of creation and development of the issuer
4.1.1. Data about the company name of the issuer
The full company name of the issuer: 

“Interregional Distribution Grid Company of South”, Joint Stock Company.

The shortened company name of the issuer: IDGC of South, JSC.

Name of the issuer is similar to the names of the legal entities – interregional distribution grid companies established within the frameworks of reforming energy complex of Russia, precisely:

- Open joint stock company «Interregional distribution grid company of Ural» («IDGC of Ural», JSC);

- Open joint stock company «Interregional distribution grid company of Volga» («IDGC of Volga», JSC);

- Open joint stock company «Interregional distribution grid company of Centre» («IDGC of Centre», JSC);

- Open joint stock company «Interregional distribution grid company of Centre and Volga region» («IDGC of Centre and Volga region», JSC);

- Open joint stock company «Interregional distribution grid company of North Caucasus» («IDGC of North Caucasus», JSC);

- Open joint stock company «Interregional distribution grid company of Siberia» («IDGC of Siberia», JSC);

- Open joint stock company «Interregional distribution grid company of North-West»

(«IDGC of North-West», JSC)

In order to avoid mixing up of names its is necessary to pay attention to components of full and abbreviated names of the organizations -  Ural, Centre, Volga, Centre and Volga region, North Caucasus, Siberia, North-West.

Name of the issuer is not registered as trade mark or service brand.

Name of the company and its form were not changed during the company’s existence.
4.1.2. Data on the state registration of the issuer:
Primary state registration number of the legal entity: 1076164009096
Date of making a record in the Uniform state register of legal entities: on 28 June 2007
The agency which carried out state registration: Inspection of the Federal Taxation Service of the Russian Federation in Leninsky district of Rostov-on-Don city

3.1.3. Data on establishment and development of the issuer.
“IDGC of South”, JSC was founded on the basis of the decision of the unique founder of RAO “UES of Russia” (order of RAO UES of Russia No.192r as of 22.06.2007) and was registered on 28 June 2007 in the tax authority in the place of its location - the Inspection of the FTS in Leninsky district of Rostov-on-Don.

“IDGC of South”, JSC was founded for effective management of distribution grid complex of the South. “IDGC of South”, JSC was founded by the order of “RAO UES of Russia”, JSC (No.192p dd 22.06.2007) in accordance with Civil Code of RF, Federal law “On Joint Stock Companies” and other legal documents of RF.

“IDGC of South”, JSC is 100% affiliated company of “RAO UES of Russia”, JSC. The authorized capital of “IDCG of the South” is 10 million rubles and is divided into 100 million shares with net cost 10 kopecks per each.

The Company was established within the frameworks of implementation of reformation stage of “RAO UES of Russia”, JSC, the reform presupposed fragmentation of interregional distribution grid companies. “IDGC of the South”, JSC includes the following distribution grid companies: “Astrakhanenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Volgogradenergo”, JSC and “Rostovenergo”, JSC.

Purposes of consolidation:

· possibility of quick and efficient adopting of decisions;

· consolidation of investment resources and possibility of their distribution;

· effective management of finances;

· effective distribution of functions and business processes in IDGC and its branches;

· implementation of mission and goals of IDGC activity

Service territory of “IDGC of the South” and DGCs:

Service zone of “IDGC of the South”, JSC, total: 422 900 square kilometers (territories of Astrakhan, Volgograd, Krasnodar, Rostov region and Republic of Kalmykia).
Length of powers lines, total: 249 288.9 km.

Among them:

- “Astrakhanenergo”, JSC - 18818 km

- “Volgogradenergo”, JSC - 50930 km

- “Kalmenergo”, JSC – 20998.6 km

- “Kubanenergo”, JSC – 85495.3 km

- “Rostovenergo”, JSC -73047 km

Brief description of DGC included into JSC “IDGC of Centre” zone of responsibility
	
	Indicator
	Unit of measurement
	Total
	Astrakhanenergo
	Volgogradenergo
	Kalmenergo
	Kubanenergo
	Rostovenergo
	 

	
	
	
	
	
	
	
	
	
	 

	1
	Total square of region
	sq. km.
	422 900
	44 100
	112 900
	76 100
	89 000
	100 800
	 

	2
	Population
	min.people.
	13,49
	1,03
	2,67
	0,29
	5,1
	4,4
	 

	3
	Private persons served by DGC 
	ths. people
	2205
	162,6
	301,0
	70,7
	1 110,1
	560,6
	 

	4
	Legal entities served by DGC
	ths. pieces
	115,8
	5,3
	7,3
	4,6
	81,7
	16,9
	 

	5
	DGC headcount 
	people
	22 917
	2 334
	4 807
	1 256
	7 637
	6 493
	 

	6
	Number of GDC branches
	pieces
	30
	0
	6
	5
	11
	8
	 

	7
	Number of Electric Grid Districts 
	pieces
	161
	11
	36
	14
	54
	46
	 

	8
	Number of affiliated and dependent companies of DGC 
	pieces
	8
	1
	1
	0
	3
	3
	 

	9
	Maximum load
	MW
	9 147
	724
	2 990
	127
	3 100
	2 206
	 

	10
	Productive supply as of 2009
	mln. KWH
	46 680 843
	3 120 920
	15 341 122
	375 817
	14 919 194
	12 923 790
	 

	11
	Revenue from electric energy transmission as of 2009
	ths.rub
	37 017 384
	2 571 680
	6 424 515
	434 074
	18 676 604
	8 910 511
	 

	12
	Number of 220 kV Substations 
	pieces
	4
	0
	2
	2
	0
	0
	 

	13 
	220 kV Substation capacity
	МВА
	517
	0
	126
	391
	0
	0
	 

	14
	Number of 10 kV Substations
	pieces
	846
	89
	260
	46
	211
	240
	 

	15
	110 kV Substation capacity
	МВА
	20 379
	1 675
	5 603
	512
	5 930
	6 660
	 

	16
	Number of 35 kV Substations
	pieces
	1 076
	46
	134
	69
	499
	328
	 

	17
	35 kV Substation capacity
	МВА
	5 595
	364
	792
	210
	2 324
	1 908
	 

	18
	220kV HVL length 
	km
	462
	0
	141
	245
	76
	0
	 

	19
	110kV HVL length
	km
	20 459
	2 440
	5 987
	1 955
	4 736
	5 340
	 

	20
	35kV HVL length
	km
	18 394
	590
	2 752
	1 954
	6 933
	6 165
	 

	21
	110-35, 10-0,38kV  Cable Line length
	km
	3 322
	827
	388
	1
	1 613
	494
	 

	22
	10-0,4 kV HVL length
	km
	202 662
	16 987
	36 835
	14 748
	73 422
	60 669
	 

	23
	Number of 6,10/0,4kV transformer substations 
	pieces
	52 842
	3 630
	10 421
	3 110
	21 874
	13 807
	 

	24
	Capacity of 6,10/0,4kV transformer substations
	MVA
	9 051
	771
	1 846
	308
	4 141
	1 985
	 

	25
	Number of power equipment units
	units
	863 772
	75 369
	171 665
	50 137
	326 797
	239 802
	 


Purposes of Creating the Issuer are as follows:

· implementation of state policy in electric-power industry;

· arrangement of conditions for efficient operation of the regional distribution grid complex;

· efficient maintenance and centralized operating management of electric power facilities;

· implementation of unified strategy in investment and procurement of capital for solving system-wide objectives in distribution grid complex development;

· development and implementation of scientific and technical policy as well introduction of new up-to-date types of equipment and engineering;

· making a profit.

Strategic targets of the Company are the base points of Its daily activity as well as of the Company’s development. They are meant for focusing the Company on the things which are essential for Its mission fulfillment. 

Strategic targets are formulated as those based on analysis of opportunities, role and potential of the Company, inner factors, opportunities and threats to the Company’s mission fulfillment as well as on the best domestic and foreign practice in maintaining distribution grid complex in power industry.

Issuer’s strategic targets are as follows:

· ensuring system reliability and security for stable operation of distribution grid complex of the region, secure maintenance of primary and auxiliary equipment and constructions, preventing threats to life of population; 

· sustainable development of  quality and volume of services provided in electricity transmission, providing ecological safety, which is to contribute to growth of the Company’s cost with simultaneous creation of infrastructure basis for economic development of the region;

· rise in the cost of the Company, presupposing sustainable increase in Its income, increase of profitability, expansion of the Company’s asset portfolio, which is to ensure  satisfaction of shareholders’ interests and make the Company and Its projects attractive for investors as well as efficiency of resource employment and management quality obvious. 

Mission of the issuer is as follows:

efficient use of distribution grid assets of the Company, maintaining their reliability and attracting investment resources for the benefit of each shareholder of the Company and the entire Company.

Other information about the Issuer’s activity and important for taking decision on purchasing securities of the issuer is absent.

4.1.4. Contact information.
Location of the issuer: 49 Bolshaya Sadovaya street, Rostov-on-Don city, Russian Federation, 344002.
Phone: (863) 238-58-95
Fax: (863) 238-51-57
E-mail address: pavlovaen@mrsk-yuga.ru

The Internet website containing the information on the issuer's securities both issued or being issued: www.mrsk-yuga.ru
Sector for securities and shareholders relations:

phone (863) 238-50-19
4.1.5. Identification number of the tax bearer.
6164266561
4.1.6. Branches and representative offices of the issuer: absent
Changes in “IDGC of the South”, JSC Charter related to establishment of branches are approved by Company’s BoD (minutes dated 02.11.2007 No.5) and are registered in tax authority in accordance with legislation of RF. The issuer’s branches plan to start the principal business activity after the reorganization is finished.

4.2. Main economic activities of the issuer 

4.2.1. Sector attribute of the issuer.
Codes of the main sector directions of activity of the issuer according to ARCEA (Russian Classification of Economic Activities):

40.10.2 transmission of the electric power

40.10.3 distribution of the electric power

40.10.5 activity on maintenance of working capacity of electric grids 

74.14 consultation on the issues of commercial activity and management

74.15.2 activity on management of holding companies
64.20.11 activity in the field of telecommunication

4.2.2. Main economic activities of the issuer.
The issuer carries out its activity with a view of realization of the state policy in the field of electric power industry, creation of conditions for effective functioning of the distribution grid complex of the region, realization of effective operation and centralized technological

managements of grid objects, realization of the uniform strategy in the field of investment and attraction of the capital for solution of common system tasks of development of the distribution grid complex, development and realization of scientific and technical policy and implementation of new progressive kinds of equipment and technologies.

According to item 3.2 of Article 3 of the Charter of IDGC of South, JSC the core kinds of activity of the Company which have priority value for the whole period of its existence are, including:

· provision of services on the transmission of electric power;

· operational dispatch control 

· provision of services on connection of power receiving devices (power installations) of legal entities or physical persons to power grids;

· provision of services on accumulation, transmission and processing of technological information including measurement and control data;

· exercise of control over safe maintenance of consumers’ electric devices connected to the power grids of the Company; 

· activity on electric power supply grids operation;

· provision of services on exercising powers of the sole executive body of business entities;

· provision of services on trust property management;

· carrying out of operations with securities in accordance with the procedure determined by the existing legislation of the Russian Federation;

· carrying out of agent activities;

· project and cost estimate, research and development and design activities;

· provision of transport and forwarding services;

· provision of consulting, consultation and information services;

· carrying out of activities determining the conditions of parallel work in accordance with the regimes of the Unified Power Supply System of Russia in the frameworks of contract agreements;

· operation under contracts with the owners of power supply units not registered on the balance sheets of the Company;

· ensuring the functionability and sound work of the power supply equipment in accordance with the applicable regulative requirements, carrying out of maintenance works, diagnostics and repairs of power supply grids and other objects of power grids;

· carrying out of tests and measurements of power supply units, including those possessed by consumers;

· ensuring the functionability and sound work, carrying out maintenance, diagnostics and repairs of technological connection networks, measurement and control means; relay protection equipment and emergency automation devices and other technological equipment connected with the functioning of the power supply networks and their technological control;

· development of long-term forecasts, prospective and operational plans for the development of power supply grids, target comprehensive research and development, economic and social programs;

· development of power supply grids and other power objects including projecting, engineering survey, construction, reconstruction and technical improvement, assembly and installation;

· development of technological and telemechanical connection networks, measurement and control means, relay protection and emergency automation equipment and other technological equipment connected with functioning of power supply grids, including projecting, civil survey, construction, reconstruction, technical renovation, assembly and installation;

· operation of explosion, chemical and fire hazardous production sites;

· development and operation of new machines and technologies ensuring the efficiency, safety and ecological safety of industrial objects; creation of conditions for the development of power supply system of Russia, implementation of sector research and development and innovation programs, participation in the formation of sector R&D funds;

· carrying out of production control over the conditions of industrial safety of hazardous industrial objects;

· organization of work ensuring labor protection;

· liquidation of technological infringements at electric power grid facilities;

· organization of work ensuring stable and safe operation of the equipment;

· activities connected with influencing the environment: formation, collection, use, utilization, storing and burial, displacement and transportation and placement of industrial wastes;

· activity on the exploitation of aquatic objects;

· activity on the use of natural resources including subsoil assets and forests;

· activity in the sphere of metrology;

· activity on the production and repairs of measurement means;

· activity on providing services on assembly, repairs and technical maintenance of devices and instruments for measurements, control, testing, navigation, location and other purposes;

· activity on handling hazardous wastes;

· activity on preventing and fighting fires;

· carrying out of works on assembly, repairs and maintenance of fire safety means of buildings and constructions;

· organization and carrying out of work with the personnel, including training and further education, checking of the personnel knowledge of the machine operation rules, fire safety rules and safety rules and other rules and regulations in accordance with the applicable regulative documentation at power industry enterprises;

· transportation of passengers and cargoes by automobile, rail and air and internal water transport means including hazardous cargoes;

· activity on technical maintenance and repairs of rolling stock of the railway transport;

· activity on technical maintenance and repairs of technical means used on the railway transport;

· loading and unloading activity on the railway transport, including hazardous cargoes;

· loading and unloading activity on internal water transport, including hazardous cargoes;

· operation, maintenance and repairs of automobile, railway, air and internal water transport means and loading mechanisms used for technological purposes;

· Foreign economic activity;

· storage of oil and gas and products of their processing;

· activity on carrying out the functions of the customer and developer;

· design works on buildings and constructions of I and II levels of responsibility in accordance with the state standard;

· construction of buildings and sites of I and II levels of responsibility in accordance with the state standard;

· services of the local, inter-zone and inter-city telephone networks;

· leasing of communication channels;

· telematic services, including e-mail, access to information resources, information and enquiry services, Telefax, Comfax, Bureaufax, processing of messages, voice messages, oral information transmission;

· services on data transmission;

· use of orbital frequency resources and radio frequencies for TV and radio broadcasting including additional information broadcasting;

· leasing of buildings, constructions, equipment, machines and mechanisms;

· security activity exceptionally in the interests of its own safety in the frameworks of created by the Company of security department, which in its activity shall be guided by the law of the Russian Federation “On Private Detective and Security Services in the Russian Federation” and by the legislation of the Russian Federation;

· activity on technical protection of confidential information;

· organization and carrying out of measures connected with mobilization training, civil defense, prevention and liquidation of emergency situations;

·   protection of the state secret, realization of the works connected with use of data making the state secret, according to the legislation and other statutory acts of the Russian Federation; 

· organization and carrying out of actions on safety and protection of the data making a trade secret;

· purchase (reception) of electric energy (capacity) from the wholesale market of electric energy and from manufacturers of electric energy in the retail market with a view of resale to consumers on the retail market in case of assignment of the status of the guaranteeing supplier of electric energy, in accordance with the procedure established by the legislation of the Russian Federation;

· sale (delivery) of electric energy (capacity) to consumers in the retail market in case of assignment of the status of the guaranteeing supplier of electric energy, in accordance with the procedure established by the legislation of the Russian Federation;

· medical activity, including sanatorium service;

· educational activity;
· operation and servicing of the objects supervised by the Federal Service for the Atomic, Technical and Environmental Supervision (Rostehnadzor) of the Russian Federation

· realization of other kinds of activity which are not forbidden by the federal legislation.

For the moment the prospectus was approved, the issuer carried out its activity on exercising its authorities of sole executive body of Distribution Grid Companies within “IDGC of the South” JSC. Before grid companies associated with “IDGC of the South” JSC have been restructured, primary activities specified by Charter of the Company, shall not be carried out. When the distribution grid companies are associated with “IDGC of the South” JSC, the issuer shall carry out its activity providing transmission services, services of technological connection of power receivers of legal entities and individuals to electric grids. The Company’s activity shall not be focused on gaining profit, and revenue of the Company shall be formed of money accepted under contracts for delegation of authorities of sole executive bodies of associated companies to “IDGC of the South” JSC (services of Managing Company) during the period of restructuring before “IDGC of the South” JSC has started performing functions of operating company by common consent of members of the Board of Directors of RAO “UES of Russia” JSC (Minutes No. 250, dd. April 27, 2007). Taking into account the fact that the Issuer was established and registered as a legal entity on 28.06.2007 and carried out its economic activity for less than one complete financial year, comparative data about causes of change in volume of revenue from selling works and services in 2005 and 2006 complete financial years as well as for 9 months in 2007 (the last complete accounting period, preceding the date of approving the prospectus) are not specified. For reference only data on primary types of economic activity (types of activity, production and services), provided at least 10 per cent of the revenue (proceeds) of the Issuer for 9 mo in 2007 are quoted.

	Indicator
	9 months of 2007

	Type of activity

“Management of holding companies” (RNCEA
 74.15.2)

	Revenue from this kind of activity, thousand rubles
	0-00

	Stake of the revenue from this kind of activity in total volume of issuer’s revenue, %
	-

	Type of activity

“Consultations on issues of commercial activity and management” (RNCEA 74.14)



	Revenue from this kind of activity, thousand rubles
	0-00

	Stake of the revenue from this kind of activity in total volume of issuer’s revenue, %
	-

	Total. Thousand rubles
	0-00


Information on transfer to “IDGC of the South”, JSC of authorities of sole executive bodies of affiliated regional grid companies 
	Name of DGC
	Contracts, date of transferring the authorities

	“Astrakhanenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Astrakhanenergo”, JSC No.09-20-456 dd 04.10.2007. statement of accepting-transferring dated 05.10.2007

	“Rostovenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Rostovenergo”, JSC No.55427/07 dd 30.09.2007. statement of accepting-transferring dated 30.09.2007

	“Volgogradenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Volgogradenergo”, JSC No.985 dd 05.10.2007. statement of accepting-transferring dated 05.10.2007

	“Kalmenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Kalmenergo”, JSC No.Ф-04-125 dd 29.10.2007. statement of accepting-transferring dated 30.10.2007


Taking into account the fact that the Issuer was established and registered as a legal entity on 28.06.2007 and carried out its economic activity for less than one complete financial year, comparative data about causes of change in volume of revenue from selling works and services in 2005 and 2006 complete financial years as well as for 9 months in 2007 (the last complete accounting period, preceding the date of approving the prospectus) can not be quoted as there are no comparative data for corresponding accounting periods. The issuer carries out its new economic activity in Russian Federation only. The issuer’s primary economic activity is not strongly marked seasonal.

In this regard it should be noted that electricity transmission and distribution is carried out for a full year. But volumes of electricity consumed significantly increase in heating seasons, the periods significantly variable in regions of Russia depending on observer’s latitude, climatic and weather conditions. Maximum volumes of productive supply fall at winter power consumption period, in spring and summer periods volumes of electric supply decrease. 

General structure of the issuer’s costs in the last complete accounting period before the date of approving present prospectus: 

	Indicator
	9 months of 2007

	
	

	Raw and other material, %
	0.19

	Purchased components, semi-manufactured articles, %
	-

	Works and services of industrial character which were performed by outside organizations, % 
	
	
	0.46

	Fuel, %  
	
	
	-

	Energy, % 
	
	
	-

	Charges for labour payment, % 
	
	
	77.56

	Interest per credits, % 
	
	
	-

	Rent payment, % 
	
	
	-

	Deductions for social needs, % 
	
	
	18.64

	Depreciation of fixed assets, % 
	
	
	0.06

	Taxes included in the production cost of the products, % 
	
	-

	Other charges: 
	
	

	-depreciation under the non-material assets, % 
	
	-

	-remuneration for rationalization proposals, % 
	-

	-obligatory insurance payments, %
	-

	-representative charges, %
	-

	-other charges, %
	3.09

	
	

	Total: charges for manufacture and sale of products (works, services) (production cost) 
	100.00

	For reference: proceeds from sale of products (works, services) 
	-


Regulations and other statutory acts the accounting reporting and calculations are made under, which are reflected in the present item of the prospectus for securities:
The accounting reporting of the issuer is prepared according to the current laws of the Russian Federation in the field of book keeping:

 Federal Law of the Russian Federation «On book keeping» of 21.11.1996 N 129-FZ;


 Federal Law of the Russian Federation «On joint-stock companies» of 26.12.1995 N 208-FZ


 Civil Code of the Russian Federation, Part I of 30.11.1994 N 51-FZ;


 Civil Code of the Russian Federation, Part II of 26.01.1996 N 14-FZ;


 Regulations on conducting book keeping and accounting reporting in the Russian Federation approved by order of the Ministry of Finance of the Russian Federation of 29.07.1998 No.34-n;


 Plan of bills of book keeping of financial and economic activity of the enterprises and Guide to its application (order of the Ministry of Finance of the Russian Federation of 31.10.2000 No. 94-n);


 RAS 1/98 «Accounting policy of the organization» (order of the Ministry of Finance of the Russian Federation as of 9 December 1998 N 60n);


 RAS 2/94 «Account of contracts (contracts) on capital construction»; (order of the Ministry of Finance of the Russian Federation of 20 December 1994 No. 167);


 RAS 3/2000 «Account of assets and liabilities, the cost of which is expressed in the foreign currency» (order of the Ministry of Finance of the Russian Federation of 10 January 2000 N 2n);


 RAS 4/99 «Accounting reporting of the organization» (order of the Ministry of Finance of the Russian Federation of 6 July 1999 N 43n);


 RAS 5/01 «Account of financial and industrial stocks» (order of the Ministry of Finance of the Russian Federation of 9 June 2001 N 44n);


 RAS 6/01 «Account of the fixed assets (order of the Ministry of Finance of the Russian Federation of 30 March 2001 N 26n as amended by Orders of the Ministry of Finance of the Russian Federation of 18.05.2002 N 45n, of 12.12.2005 N 147n, of 18.09.2006 N 116n, of 27.11.2006 N 156n);


 RAS 7/98 «Events after the accounting date» (order of the Ministry of Finance of the Russian Federation of 25 November 1998 N 56n);


 RAS 8/98 «Conditional facts of economic activities» (order of the Ministry of Finance of the Russian Federation of 25 November 1998 N 57n);


 RAS 9/99 «Incomes of the organization» (order of the Ministry of Finance of the Russian Federation of 6 May 1999 N 32n as amended by orders of the Ministry of Finance of the Russian Federation of 30.12.1999 N 107n, of 30.03.2001 N 27n, of 18.09.2006 N 116n, of 27.11.2006 N 156n);


 RAS 10/99 «Charges of the organization» (order of the Ministry of Finance of the Russian Federation of 6 May 1999 N 33n as amended by orders of the Ministry of Finance of the Russian Federation of 30.12.1999 N 107n, of 30.03.2001 N 27n, of 18.09.2006 N 116n, of 27.11.2006 N 156n);


 RAS 11/2000 «Information about affiliated persons» (order of the Ministry of Finance of the Russian Federation as of 13 January 2000 N 5n as amended by order of the Ministry of Finance of the Russian Federation of 30.03.2001 N 27n);


 RAS 12/2000 «Information on segments» (order of the Ministry of Finance of the Russian Federation of 27 January 2000 N 11n as amended by order of the Ministry of Finance of the Russian Federation of 18.09.2006 N 115n);


 RAS 13/2000 «Account of the state assistance» (order of the Ministry of Finance of the Russian Federation of 16 October 2000 N 92n as amended by order of the Ministry of Finance of the Russian Federation of 18.09.2006 N 115n);


 RAS 14/2000 «Account of immaterial assets» (order of the Ministry of Finance of the Russian Federation of 16 October 2000 N 91n as amended by Orders of the Ministry of Finance of the Russian Federation of 18.09.2006 N 115n, of 27.11.2000 N 155n);

4.2.3. Materials, goods (raw material) and suppliers of the issuer.
Suppliers of materials and goods which stake in total amount of supplies is not less than 10%, for 9 months of 2007

	
	Supplier
	Location
	Stake from total amount of supplies, %

	1
	“Avantrade”, LLC
	123/1 Starokubanskaya St., Krasnodar 350000
	37

	2
	“Vodoley”, LLC 
	272 Rashpilevskaya St., Krasnodar 350051
	41

	3
	“Unikum”, LLC
	15/2 Neftynnikov St., Krasnodar 350000
	14


Information on changes in prices for key materials and goods (raw materials) or on absence of such changes as of the last completed financial year: as of 2007 such information is not provided as there are no comparative data as the Issuer is registered as legal entity and carries out its activity since June 28, 2007 (less than one completed financial year)

Share of import in materials and goods supply, future availability of import sources forecast and potential alternative sources  

There is no import supply

Prognosis of the issuer related to availability of these sources in future and on possible alternative sources: According to the adopted in “RAO UES of Russia” methods the main part of purchases of raw materials is carries out via tender. The order of carrying out the purchases is regulated by Regulation on order of carrying out purchases of goods, works, services for “IDGC of the South”, JSC needs approved by Company’s BoD. Information on purchases is available at company’s website: www.mrsk-yuga.ru. 
4.2.4. Commodity markets of products (works, services) of the issuer.
Main markets where the issuer carries out its activity: 
According to paragraph 3.2 of article 3 of Company’s Charter Issuer’s ordinary activity is rendering services of electric power transmission and technological connection of power receivers (electric power plants) owned by legal persons and individuals to electric power grid.

“IDGC of the South”, JSC is registered as legal entity and performs its activity since June 28, 2007. at present moment the Company is at stage of reorganization carried out in accordance with reforming plan of “ROA UES of Russia” and does not carry out the principal activity specified by the Charter.

In the result of reorganization the following grid companies will be affiliated to “IDGC of the South”, JSC: “Astrakhanenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Volgogradenergo”, JSC and “Rostovenergo”, JSC.

After the reorganization the main markets of “IDGC of the South”, JSC services (works, goods) selling will become territories of Krasnodar, Rostov, Volgograd, Astrakhan regions and Republic of Kalmykia.

Brief data on commodity markets 

	Indicator
	Unit of measurement
	Total 
	Astrakhan

energo
	Volgograd

energo
	Kalmenergo
	Rostovenergo

	Total area of the region
	square km
	422 900
	44 100
	112 900
	76 100
	100 800

	Population
	mln
	13.49
	1.03
	2.67
	0.29
	4.40

	Natural persons services by DGC
	thousand people
	2165.7
	162.6
	306.2
	70.7
	516.1

	Legal persons services by DGC
	thousand people
	70.21
	5.3
	7.1
	4.6
	21.21


Tendency in development of Russian regions gives the possibility to suppose that sale markets of “IDGC of the South”, JSC will proceed on extending due to the growth of number of consumers of electric energy in general as well as due to connection of new consumers. Particular growth will be expected in such areas and cities as Krasnodar, Rostov-on-Don, Novorossiysk, Sochi, Taman, Azov district of Rostov region, Krasniy Sulin, Volzhskiy.

Possible factors that may have negative impact on sales of the issuer and possible measures to reduce such impact:

Negative factors that may influence the sales of reorganized “IDGC of the South”, JSC are political risks related to the possibility of changing the policy and economical policy, including decisions of Government on issues of reforming the electric energy industry; risks related to collaboration with local authorities; economic risks, financial risks related to the cost of attracted loan assets; risks related to operation of fixed assets, etc.
More specific information on the influence of negative factors on “IDGC of the South”, JSC and possible ways of reducing such influence is provided in part 3.5 “Risks related to purchase of securities” of the present prospectus.
4.2.5. Data on the issuer's licenses

At the present moment the issuer does not perform activities demanding licence. After the reorganization is finished and the company acquires status of production company, the issuer will have to get a number of licences (for carrying out educational activity, keeping explosive materials, etc).
4.2.6. Joint activity of the issuer

The issuer does not carry out joint activity with other organizations.

4.2.7. Additional Requirements for Issuers From Among Incorporated Investment Funds,

Insurers or Lending Institutions, Mortgage Agents

The Issuer is neither an incorporated investment fund, insurer, lending institution nor a

mortgage agent
4.2.8. Additional Requirements for Issuers Whose Core Business Is the Extraction of Mineral Resources

The extraction of mineral resources is not core business of the issuer.

.

4.2.9. Additional Requirements for Issuers Whose Core Business Is the Provision of

Communication Services

The provision of communication services is not core business of the issuer.
4.3. Plans for the future activity of the issuer.
Short description of issuer’s plan regarding the future activity:
In accordance with the tasks set by reformation of energy industry and issuer’s Charter, the goals of the issuer’s activities are:

- implementation of state policy in the sphere of electric energy industry;

- creation of conditions for effective functioning of distribution grid complex of Central part of Russia and Volga region;

- effective operation and technological management of electric grid facilities;

- devotion to one strategy in the sphere of investments and attraction of capital for solution of general tasks of development of distribution grid complex;

- elaboration and implementation of scientific and technical policy and introduction of new types of equipment and technologies;

- profit.

After affiliation of DGCs to “IDGC of the South”, JSC the issuer plans to receive the main part of the profit from electric energy transmission services and technological connection of consumers to electric grids.
Plans for the future IDGC of South, JSC activity were defined by goals and issues of the grid complex of the Russian Federation reorganization. 

In 2006 there began the generation of the development strategy of the distribution grid complex of the Russian Federation till 2015. Its main goal is attracting large-scale investments to the distribution grid complex, due to the impossibility of feeding the investment needs of regional grid companies in the framework of the current controlling system.

The goals of DGC reform concerning the security of energy supply:

- By 2015 to lower the deterioration of the network to the level of the developed countries: 50 % (at present 70 %);

- By 2015 to create a reserve of electric powers in the volume advancing the economy development for 3-5 years;

- By 2010 to implement the economic responsibility of DGC for the fulfillment of guaranteed reliability and service quality standards

The goals of DGC reform concerning efficiency:
- By 2015 to bring the parameters of DGC operational efficiency to developed countries’ DGC level with the help of economic incentives;

- By 2010 to bring DGC to stable profitability at the level of the RF companies with the comparable market risks.

The goals of DGC reform concerning the long-term investment appeal:

- Till 2015 to involve $2,8 billions to reach the goals of efficiency and power safety;

- By 2015 to bring the market value of the funds for DGC to the level of DGC funds value of the same economic development level countries

- By 2010 to increase DSC capitalization to the level of DSC countries with the same economic development

To reach these aims by 2007-2009 it is suggested to implement a number of changes in the work of the distribution grid complex. First, it is the modeling of market conditions in the distribution grid sector for objective management of 11 same in amounts operational IDGCs. Second, it is the development and introduction of the management system based on international experience (RAB-management).  Third, this is the creation of more effective mechanisms of the state control over such parameters of grid companies’ work as reliability and quality of service.

The strategy of development of a distributive network complex of Russia will be connected with the general scheme of electric power industry objects accommodation till 2020 by which it is stipulated to create the network infrastructure providing the full-fledged participation of the power companies in the market of electric power and capacity, and also strengthening of the intersystem connections that guarantee the reliability of energy and power exchange between the  regions of the Russian Federation.

For each regional grid company that enters the configuration of IDGC of South, the investment programs on substations’ construction work, reconstruction and expansion of existing substations with the replacement of power transformers, construction and reconstruction of high-voltage lines are ratified.

According to approved by the Board of Directors of RAO UES of Russia Investment program of the distribution grid companies of RAO UES of Russia Holding Company for 2006-2010, the volume of investments for the distributive grid companies makes up:

	The name of IDGC of South, JSC branch
	Investments, thousand rubles 

	
	2006 
	2007 
	2008 
	2009 
	2010 
	2006-2010 

	"Astrakhanenergo" 
	128, 078
	709, 573
	339, 213
	613, 700
	804, 800
	2, 595, 364

	"Volgogradenergo" 
	477, 673
	977, 273
	928, 454
	887, 974
	829, 438
	4, 100, 812

	"Rostovenergo" 
	750, 641
	1, 484, 922
	2, 805, 678
	2, 766, 188
	2, 122, 332
	9, 929, 761

	"Kalmenergo" 
	39, 033
	65, 716
	63, 599
	63, 599
	63, 599
	295, 546


The realization of programs should be carried out according to accepted by RAO UES of Russia technical policy, which, in the field of electric networks, is defined by the main strategic development goals of the unified national energy systems, including:

- the creation of greed and technological infrastructure promoting the effective functioning of the competitive electric power market within the Russian Federation and providing integration into the international markets of the electric power.

- the overcoming of fixed assets depreciation of electric networks and electro network equipment due to increase in works scales on their reconstruction and retooling and modernization (modernization of substations, reconstruction of high-voltage lines, modernization and development of information facilities).

- the Development of the centralized technological management of electric networks.

- the Maintenance of conditions for connection to the electric network the wholesale market participants on conditions of non-discrimination access, without decrease in system reliability.

- the bringing of technological level of UNPG to the world standards, the increase of its reliability and controllability by means of use of new high technology and equipment.

- the increase of the efficiency of functioning due to the approved simplification of the main  schemes, decrease in costs, specific charges on operation and losses in UNPG networks.

- the creation of the automated substations.

- the full-scale use of UNPG various types of the equipment for jet capacity regulation (linear and controlled shunt reactors of bus type).

- Launching of pilot projects of flexible systems of an electricity transmission of alternating current (FACTS) determined by the order of, RAO UES of Russia No.488 dated September 19, 2003 and board decision of FGC UES dated December, 12th, 2004.

According to the approved Strategy of UNPG development by consolidated complex parameters of the technological level of electric networks we should enumerate the following: reliability, maintainability, quality of networks functioning, quality of functioning and satisfaction of demands for services.

4.4. Participation of the issuer in industrial, bank and financial groups, holdings, concerns and associations

The issuer does not participate in industrial, bank and financial groups, concerns and associations.

The issuer is included into the group of companies, with RAO Unified Energy System of Russia at the head.

The place and functions of the issuer in the group of the companies of RAO Unified Energy System of Russia:
The issuer has been an affiliated society of JSC RAO UES of Russia since its foundation in (28.06.2007) and plays a significant role in the formation of power branch of the Russian Federation regarding the distribution grid complex and is also focused on performance of following functions’ fulfillment:

- the implementation of the uniform power policy generated by the Government of the Russian Federation and JSC RAO UES of Russia at the regional level;

- the support of functioning reliability of the  power network complex of subordinated regions;

- the implementation of the long-term investment programs in power industry;

- the crisis prevention in the economy of  the complex;

- the creation of amenities for consumers and shareholders.

The period of issuer’s participation in the group of companies of JSC RAO UES of Russia:
The issuer participates in group of the companies of JSC RAO UES of Russia since the date of the state registration of the issuer as the legal person - 28.06.2007.

4.5. Subsidiaries and dependent companies of the issuer.
As of the date of approving the prospectus the issuer has no affiliated and branch companies 
4.6. Composition, structure and cost of the fixed assets of the issuer, information on plans for the fixed assets purchase, replacement, retirement, as well as on all facts of the issuer's means charging. 

4.6.1. Fixed assets
Information concerning the original (replacement) value of fixed assets and the amount

of accumulated depreciation. As the issuer is registered as the legal person and carrying out the business activity since June 28, 2007, the information on initial cost of foxed assets is given in accordance with accounting report for 9 months of 2007.

	
	Initial
	The amount of the imposed amortization, thousand rubles  

	The name of the group of the fixed assets’ items
	(recovery) 
	

	
	cost, thousand rubles 
	

	Buildings
	-
	-

	Constructions
	-
	-

	Vehicles and equipment
	280
	9

	Transport means
	-
	-

	
	
	

	Inventory
	-
	-

	Other fixed assets 
	-
	- 

	Total: 
	280
	9


Information about the ways of amortization charges according to the groups of fixed assets’ items: the amortization of fixed assets’ items is made by linear way, concerning the terms of useful use of these objects. 

The results of the latest reassessment of the fixed assets and long-term leased fixed assets: fixed assets and fixed assets on long-term lease have not been revalued since the date of the issuer’s state registration.
Method of fixed assets revaluation:

In not used as the evaluation was not performed.

Information on all facts of encumbrance of fixed assets (with specification of the type of encumbrance, its term and other conditions) as of the date of end of last completed reporting period:

As of September 30, 2007 facts of encumbrance of fixed assets are absent.

Information on plans of acquiring, changing, writing off the fixed assets which cost amounts 10 and more % from the cost of issuer’s fixed assets as of the date of approving the securities prospectus:
As of the date of approving the securities prospectus “IDGC of the South”, JSC is at reorganization stage that will results in affiliation of the following companies to “IDGC of the South”, JSC “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC., “Kalmenergo”, JSC, “Rostovenergo”, JSC. Fixed assets of the affiliated companies will be transferred to the balance of “IDGC of the South”, JSC.
Fixed assets of “Astrakhanenergo”, JSC as of September 30, 2007 

	Fixed assets
	Initial cost, thousand rubles
	Sum of depreciation, thousand rubles

	Buildings

	164 789
	53 107

	Constructions
	3 661 724
	2 510 946

	Machines and equipment
	4 021 013
	3 456 817

	Transport
	77 710
	57 972

	Inventory, other fixed assets
	23 087
	6 766

	Total
	7 948 323
	6 085 608


Fixed assets of “Rostovenergo”, JSC as of September 30, 2007 

	Fixed assets
	Initial cost, thousand rubles
	Sum of depreciation, thousand rubles

	Production fixed assets, total
	26 129 514
	18 052 608

	including
	
	

	Buildings

	164 789
	53 107

	Constructions
	3 661 724
	2 510 946

	Machines and equipment
	4 021 013
	3 456 817

	Transport
	125 238
	86 318

	Inventory, other fixed assets
	23 087
	6 766

	Non-production fixed assets, total
	47 978
	14 626

	including
	
	

	Buildings

	40 049
	10 130

	Constructions
	4 848
	2 395

	Machines and equipment
	1 019
	340

	Transport
	326
	249

	Inventory, other fixed assets
	1 736
	1 512

	Total
	26 177 492
	18 067 234


Fixed assets of “Volgogradenergo”, JSC as of 3rd quarter of 2007 

	Fixed assets
	Initial cost, thousand rubles
	Sum of depreciation, thousand rubles

	Buildings

	1530849
	691415

	Constructions
	11927207
	7714092

	Machines and equipment
	4043091
	3190582

	Transport
	210642
	160319

	Inventory, other fixed assets
	53982
	35260

	Plantings
	330
	4

	Total
	17766101
	11791672


Fixed assets of “Volgogradenergo”, JSC as of September 30, 2007 

	Fixed assets
	Initial cost, thousand rubles
	Sum of depreciation, thousand rubles

	Buildings

	144 590
	81 122

	Constructions
	373 258
	311 716

	Transmission devices
	1 560 960
	952 945

	Machines and equipment
	226 293
	183 223

	Inventory
	4 475
	3 278

	Transport
	32 256
	22 959

	other
	5 364
	4 237

	Total
	2 347 196
	1 559 480


The issuer does not have other plans on replacement, writing off of fixed assets which cost amounts 10 and more % from total cost of fixed assets.

V. Data on financial and economic activities of the issuer: 

5.1. Results of financial and economic activities of the issuer 

5.1.1. Profit and loss
Indicators characterizing profit and loss of the issuer during the last 5 financial years or during each completed financial year if the company carries out its activity less than 5 years:
Information on dynamics of indicators characterizing the profitability of the issuer during the last 5 financial years is not provided as the issuer was registered and established on 28.06.2007. As of the date of approving the securities prospectus the financial (accounting) report for 9 months of 2007 was compiled:
	Indicator
	9 months of 2007

	Profit, thousand rubles
	-

	Gross profit, thousand rubles
	(14 589)

	Net profit (retained income (uncovered loss)), thousand rubles 
	(15 569)

	The profitability of the own capital, %. 
	-

	The profitability of the assets, %.
	-

	The factor of the net profitability, % 
	-

	The profitability of the product (sales), % 
	-

	Ratio of capital turnover, times
	-

	The amount of the uncovered loss for the reporting date, rubles 
	15 569

	
	

	The ratio of the uncovered loss for the reporting date and the currency of the balance, %  
	42.09

	 
	


Notice: to calculate the parameters, the principles recommended by the issuers’ uncover of the information about issuing securities, approved by the order of Financial Markets Federal Service dated 10/10/2006 No. 06-117/pz.-n.

The economic analysis of profitability/ unprofitability of the issuer concerning the dynamics of the resulted parameters:
Information on causes that according to the opinion of issuer’s management bodies has led to revenue/loss:

“IDGC of the South”, JSC is registered as legal entity and carries out its activity since June 28, 2007.  .

The economic analysis of profitability/ unprofitability of the issuer concerning the dynamics of the resulted parameters is not provided as the issuer is registered as legal person since 28.06.2007 and has carried out its activity for less than one completed financial year  and also because there are no comparative data.

During the reporting year the Company had no revenue from business activity.

Main costs were related to the process of reorganization of the company. In the result of reorganization the following companies were affiliated to “IDGC of the South”, JSC:  “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Rostovenergo”, JSC. Till the reorganization is finished the basic types of activities presupposed by the Charter will not be performed.

Presence of expenses and absence of revenue had led to loss as of 9 months of 2007 in amount of 15 569 thousand rubles that will be covered by profit from Company’s activity after the reorganization is accomplished.
By mutual agreement of “RAO UES of Russia” Board of Directors (minutes dated April 27, 2007, No.250) during the period of reorganization till the beginning of fulfilling the functions of production organization the Company’s activity will not the intended to gain profit and the revenue of the company will be formed from payments on contracts of transferring authorities of sole executive bodies of affiliated companies.

Opinion of Issuer’s management body correspond in regard to the factors that has led to the results depicted in accounting report of the Company.

None of the members of board of directors has special opinion on  the mentioned factors and/or their degree of influence on financial indicators of Issuer’s business activity.

5.1.2. Factors influencing change of the profit from sales by the issuer of goods, works, works, services and profit (loss) of the issuer from primary activity
There is no information on factors that according to point of view of issuer’s management bodies, influenced the amount of revenue from sales of goods, works, services, costs for their production and sale and profit (loss) from principal activity for the last 5 financial years or for each completed financial year if the issuer carries out its activity less than 5 years, because the issuer is registered as legal entity and carries out its activity since June 28, 2007. 

As of the date of approving the prospectus accounting report for 9 months of 2007 was presented. Due to the short term of issuer’s existence and absence during this reporting period revenue from business activity the analysis of factors influencing the amount of revenue from sales of goods, works, services, costs for their production and sale and profit (loss) of the issuer is not possible.

Main expenses of “IDGC of the South”, JSC during the term of its existence were works on preparation to reorganization. 
5.2. The liquidity of the issuer, sufficiency of the funds and turnover means 

The information about the parameters describing the sufficiency of the capital and the turnover means of the issuer as of 6/30/2008:
	The name of the index 
	9 months of 2009 

	Individual turnover means, thousand rubles
	- 10 459

	The index of the fixed asset 
	- 0.88

	Coefficient of the current liquidity 
	0.75

	Coefficient of the fast liquidity 
	0.74

	Coefficient of absolute liquidity
	058

	Equity ratio  
	-0.15


Notice: to calculate the parameters, the principles recommended by the issuers’ uncover of the information about issuing securities, approved by the order of Financial Markets Federal Service dated 10/10/2006 No. 06-117/pz.-n.

The economic analysis of liquidity and solvency of the issuer: 

“IDGC of the South”, JSC is registered as legal entity and carries out its activity since June 28, 2007. 

From the presented information it is evident that during 9 months of 2007 “IDGC of the South”, JSC suffered from shortage of working capital for financing the current activity.

The index of the fixed asset shows that during the analyzed period the working capital was not sufficient for covering of intangible assets. 
The equity ratio has negative figure.

Liquidity coefficients, that characterize the ability of “IDGC of the South”, JSC to pay for the most urgent liabilities, are at rather low level, i.e. that the amount of liability increases the volume of current assets.

The main reason of such low level of liquidity and financial solvency is absence revenue during the reporting period, in the results the company had negative profit in amount of 15 569 thousand rubles and the cost of net assets of the Company equaled -5569.00.

The most part of “IDGC of the South”, JSC expenses during the reporting period were related to preparation and carrying out the reorganization of the Company.

The Company was established for the purposes of implementing the next stage of reforming “RAO UES of Russia”, JSC during which interregional distribution grid companies are to be reformed. In the results of the reorganization performed at the present time to “IDGC of the South”, JSC were affiliated the following distribution grid companies:  “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Rostovenergo”, JSC, “Kubanenergo”, JSC. Till the reorganization is finished the basic types of activities presupposed by the Charter will not be performed.

By mutual agreement of “RAO UES of Russia” Board of Directors (minutes dated April 27, 2007, No.250) during the period of reorganization till the beginning of fulfilling the functions of production organization the Company’s activity will not the intended to gain profit and the revenue of the company will be formed from payments on contracts of transferring authorities of sole executive bodies of affiliated companies (service of Managing company):

	Name of DGC
	Contracts, date of transferring the authorities

	“Astrakhanenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Astrakhanenergo”, JSC No.09-20-456 dd 04.10.2007. statement of accepting-transferring dated 05.10.2007

	“Rostovenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Rostovenergo”, JSC No.55427/07 dd 30.09.2007. statement of accepting-transferring dated 30.09.2007

	“Volgogradenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Volgogradenergo”, JSC No.985 dd 05.10.2007. statement of accepting-transferring dated 05.10.2007

	“Kalmenergo”, JSC
	Contract on transferring the authorities of sole executive body of “Kalmenergo”, JSC No.Ф-04-125 dd 29.10.2007. statement of accepting-transferring dated 30.10.2007


Opinions of issuer’s management bodies relating the mentioned reasons and/or level of the influence on indicators of financial and economic activity of the Issuer correspond.

5.3. Amount and structure of the capital and circulating assets of the issuer                                                              

5.3.1 The amount and structure of the funds and turnover means of the issuer:

As the issuer was registered as the legal person and carries out the business activity since June 28, 2007.the data is provided as of 30.09.2007:

Structure of capital according to accounting report as of 30.09.2007 (thousand rubles):

	The name of the figure
	30.09.2007

	authorized capital
	10 000

	Collected shares bought from shareholders
	0

	Additional funds
	0

	Reserve funds
	0

	Undistributed profits
	(15 596)

	Total sum of the capital
	(5 569)


The structure and the amount of the turnover means of the issuer according to the accounting report of the issuer for 30.09.2007:

	
	Amount (ths rub)
	Structure (%)

	Reserves and expenses
	190
	0.59

	VAT
	235
	0.73

	Long-term accounts receivable
	-
	-

	Short-term accounts receivable
	6 975
	21.73

	Short-term financial investments
	-
	-

	Monetary assets
	24 702
	76.95

	Other current assets
	-
	-

	Total current assets 
	32 102
	100


Sources of financing of circulating assets of the issuer (own sources, loans, credits): own means of the issuer involved (bank credits).

Policy of the issuer aimed at financing of circulating assets: Policy of “IDGC of the South”, JSC in relation to financing current assets is at stage of determining.
Factors which can entail changes in the policy of financing of circulating assets, and the assessment of their occurrence probability: 
To identify factors that may lead to changes in policy of financing  working capital  is not possible till the reorganization of “IDGC of the South”, JSC is not finished and policy of the Company on financing working capital is not determined. 
5.3.2. Financial investments of the issuer

List of financial investments of the issuer that constitute 10 and more percents of all investments as of the end of last financial year up to the date of approving the prospectus: “IDGC of the South”, JSC is registered and carries out its activity since June 28, 2007. During its existence the issuer did not make financial investments.

As of September 30, 2007 “IDGC of the South”, JSC does not have assets placed at depositary or bank accounts or credit organizations which licences were suspended.

Standards (rules) of accounting report on accordance with which the calculations were fulfilled are specified in the Prospectus “Accounting of financial investments” 
5.3.3. intangible assets of the issuer 

IDGC of South, registered as the legal person and carrying out the business activity since June 28, 2007. During its life, the company of intangible assets, including the objects of intellectual property and the right of use of independent objects, did not have other intangible assets.

Standards (rules) of book keeping according to which the issuer represents the information on the intangible assets: FDR 14/2000 “Account of intangible assets”, approved by the order of the Ministry of Finance dated 10/16/2000 91n.
5.4. Data on the policy and charges of the issuer in the field of scientific and technical development, concerning licenses and patents, new developments and researches                 

Information of issuer’s policy in the field of scientific and technical development during the last 5 years or for each year in case the issuer fulfills its activity less than 5 years, including costs for own needs:

“IDGC of the South”, JSC is registered as legal entity and carries out its activity since June 28, 2007. During the period of its existence the company did not fulfill works in R&D sphere.

Information on creating and acquiring licences and patents for inventions, on state registration of trade marks: “IDGC of the South”, JSC is not a right holder of current titles of protection.
5.5. The analysis of tendencies’ development in the sphere of primary activity of the issuer.
The basic tendencies of the development of economy branch where the issuer carries out his/her primary activity:

The sphere of primary activity of IDGC of South, JSC is the power industry, which during the current years has been passing through the point of stage-by-stage reforming. Its’ ultimate goal is the liberalization of the Russian electro power market.

The primary goals of power industry reforming are:
- to solve a problem of non-payments in the sphere of power industry;

- the securing of full organizational and financial transparency of enterprises’ activity in the sphere of power industry

- the creation of the conditions for tariff setting for power and hitting energy providing full indemnity of reasonable expenditures, gradual bringing of the costs and tariffs to the self-financing level, the reduction of cross subsidization;

- the development of the unified federal grid infrastructure;

- the participation in the formation of the technological infrastructure of the power market;

- the implementation of the conditions for non-discriminatory access of independent manufacturers to the electric power market.

In March of 2003 the main power sector reforming laws came into force, particularly:

- «About the electric power industry»;

- «About features of functioning of electric power industry during the transition period and about

the modification of some legislative acts of the Russian Federation and the recognition of some legislative acts of the Russian Federation invalid due to the implementation of the federal law on “The power industry”;

- “About the changes and additions to the Federal law «About state regulation of electric and heating energy tariffs in the Russian Federation»;

- «About the introduction of changes and additions in the Federal law «About natural

Monopolies»;

- «About the introduction of changes and additions in the second part of the civil code of the Russian Federation»;

Holding in the view the subsequent changes in the regulatory framework, the goals and a problems of reforming were specified in the Concepts of JSC RAO UES of Russia Strategy for 2005-2008 "5+5".

At present, basically the market infrastructure of the wholesale electric power trade was created and since November 1, 2003 in connection with the Government decree of the Russian Federation dated October 24, 2003 No.643 by which the “Rules of the wholesale market of electric energy (capacity) of a transition period» were ratified, the conditions of wholesale market of electric energy functioning considerably changed. By the decree there was stated the price zone of the wholesale market of electric energy (capacity) (« the European price zone »), where the subjects of electric power industry had the right to buy/sell the power at free prices (preserving the possibility of buying due to controlled prices).

In November, 2003, for the first time in Russia, the noncommercial partnership   «the Administrator of trading system» held electric power tenders in the sector of the competitive trade.

Since September 1, 2006 the new rules of work of electric power wholesale and retail markets’ trade entered into force. In the wholesale market of the electric power (capacity) due to the introduction of new rules of work the transition to adjustable contracts between buyers and the generating companies was implemented. The free trade sector (FTS), was liquidated. The spot market “round the clock ahead of time” (RCAT) was launched.  By 2011, according to the decision, taken by the government of the Russian Federation on November 30, 2006, the gradual replacement of regulating contracts by free (non-regulating) contracts took place. The rules of retail markets’ functioning assume gradual liberalization of the retail markets of the electric power together with the liberalization of the wholesale market, retaining for the transition period the provision of the electric power to the population according to regulating tariffs. 

By the decree of the Government of the Russian Federation dated April 7, 2007 No.205    “On changes to some acts of the Government of the Russian Federation concerning the questions defining the sale’s volume of electric energy under the free (uncontrollable) prices» the gradual decrease of electric power supply share since January 1, 2007 is being established. Since January 1, 2011 the electric power will be delivered at full volume at free (non-regulating) prices.

By the federal law dated November 4, 2007 No.250-FL «About the introduction of changes into separate legislative acts of the Russian Federation in connection with the realization of measures aimed at the unified energy system of Russia reforming» the changes were introduced into the  legislation to complete the reforms in electric power industry, to further development of market relations in the branch, optimization of structure and functions of management in the electric power industry after the end of reorganization of JSC RAO «UES of Russia».

The law establishes the date of the transition period end. It is July 1, 2008. It is conditioned by the completion of structural reorganization of JSC RAO “UES of Russia”. After the completion of the reorganization of JSC RAO “UES of Russia” the functions that are carried out by the company should be distributed among the bodies of state power, network and commercial organizations.

One of the major roles of branch management will be carried out by noncommercial organization “The council of the market.” The structure of the Council will be consisted of commercial network organizations of the wholesale market, together with the commercial operator – the wholesale power (capacity) trade market organizer. Among the functions of the Council are: the confirmation of the agreements’ forms, regulations of the wholesale market trade, the order of conflicts regulation, the implementation of the material sanctions for the violations of the rules of the wholesale market, the order of register maintenance of the market entities.

The main events of the sector reformation are:

- the creation of the infrastructural organizations of the wholesale market: the System operator – JSC, “SO CDS UES”, of the UNPG management organization – JSC, “Federal Grid Company UES”, “trading system Administrator” – noncommercial partnership “TSA”

- the preparation and realization of the process of JSC, Energo reformation – the creation of generating, sales, grid companies (distribution and long-distance) companies;

- the beginning of the free sector of the wholesale power trade functioning «5-15»

The main factors that influence the condition of the sector:

-The terms of preparation and realization of the phase programs of the branch reformation.

- The relationship with federal and regional authorities, including the preparation, admission and implementation parts of normative legal base of the sector reforming

- The degree of adequacy of state regulation of the branch (including the parts of the tariff policy implementation);

- the current situation at the global and home market of energy carriers;

- the availability of the financing sources for the improvement and development of the main production facilities of the enterprises of the branch;

- the level of solvency of the major consumers

General evaluation of issuer’s activity in this sphere. Evaluation of correspondence of issuers activity results to tendencies of sector development. Reasons grounding the results of activity (positive, negative according to issuer pint of view).

“IDGC of the South”, JSC is registered as legal entity and carries out its activity since June 28, 2007.  The Company was established for the purpose of implementation of plan of reforming interregional distribution grid companies. At the present moment Company’s activity is related to organization and holding events on reorganization of the Company and distribution grid companies included in configuration of “IDGC of the South”, JSC, as well as carrying out of functions of managing company in relation to reorganized companies. In the results of reorganization by form of affiliation the following companies will included in “IDGC of the South”, JSC: “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Rostovenergo”, JSC.  
Before the termination of reorganization of grid companies the basic activities specified in Charter of “IDGC of the South”, JSC will not be performed.

By mutual agreement of “RAO UES of Russia” Board of Directors (minutes dated April 27, 2007, No.250) during the period of reorganization till the beginning of fulfilling the functions of production organization the Company’s activity will not the intended to gain profit and the revenue of the company will be formed from payments on contracts of transferring authorities of sole executive bodies of affiliated companies (service of Managing company).

The issuer estimates the results of works on reorganization of “IDGC of the South” and regional grid companies included in “IDGC of the South”, JSC as well as fulfillment of functions of managing organization on relation to reorganized Distribution Grid Company as successful solution by management of “IDGC of the South” of problems set forth to the Company within the frameworks of reforming the industry.

The information is provided in accordance with opinions expressed by management bodies of the issuer regarding the provided information correspond.

5.5.1. The analysis of factors and the conditions influencing the activity of the issuer 
Factors influencing the issuer’s activity and the results of such activity

Prognosis of possible terms of duration of such factors and conditions

Basic factors influencing the issuer’s activity and the results of such activity are: reorganizations occurring in the sphere of power industry during its reformation period.

Such factors and conditions are:

· tariff rates set by state tariff bodies;

· volumes of energy consumption and demand at the authorized area of the issuer;

· level of solvency of key consumers;

· level of deterioration of issuer’s fixed assets;

· availability of sources of financing for modernization and development of production means.

The mentioned factors are the constituting factors of the general tendency of development of market of provided by the Company services. The specified factors should influence the Issuer’s activity during the nearest several years.

Exception is only factor of state tariff policy which duration will last with long-term perspective. 

Activities of the issuer for effective usage of these factors and conditions:

The Company communicates with tariff bodies in order to approve grounded tariffs for distribution grid companies managed by “IDGC of the South”, JSC. At the present moment for regulation of tariffs in power industry a method of economically grounded expenses is applied, which according to experts’ point of view does not stimulate companies to make investments in development. Holdings closely interacts with RF Government on issues of reconsideration of methods of calculating tariffs for electric energy transmission, new methods of tariff calculation should allow companies attracting credits for investments. The essence of changes in tariffs calculations presupposes two elements: terms of duration – 3-5 years of tariff validity (not 1 year) and inclusion into tariff investments return. Thus, it is supposed to receive financial resources not through attraction private investments, but by using credit leveraging. 

The problem of tariff formation is the key problem for current business activity of grid companies taking into account that tariff assets are used for modernization of energy assets and companies lack these assets for financing the capital repair and large modernization. 

In order to provide necessary financing of expenses for development of energy system regional authorities of Krasnodar, Rostov, Volgograd and Astrakhan region adopted orders allowing the grid companies to fix payment for technological connection. 

According to approved by the Board of Directors of RAO UES of Russia Investment program of the distribution grid companies of RAO UES of Russia Holding Company for 2006-2010, the volume of investments for the distributive grid companies makes up:

	
	Investments, thousand rubles 

	
	2006 
	2007 
	2008 
	2009 
	2010 
	2006-2010 

	"Astrakhanenergo" 
	128 078
	709 573
	339 213
	613 700
	804 800
	2 595 364

	"Volgogradenergo" 
	477 673
	977 273
	928 454
	887 974
	829 438
	4 100 812

	"Rostovenergo" 
	750 641
	1 484 922
	2 805 678
	2 766 188
	2 122 332
	9 929 761

	"Kalmenergo" 
	39 033
	65 716
	63 599
	63 599
	63 599
	295 546


Methods used by the issuer for reducing negative impact of factors and conditions on issuer’s activity:

· increase of transfer capacity of electric grids by modernization of electric grid complex;

· increase of quality and reliability of energy supply to the consumers;

· strengthening of financial control and implementation of programmes on costs optimization;

· insurance of property risks;

· events for occupational safety
Material events/ factors that may negatively influence on the results of company’s activity

Probability of such events/ factors
Reduce in revenues of distribution grid companies is possible in the following cases:

- changes in tendencies of reforming of the industry in general and IDGC of the South in particular;

- restrictions from the part of the government of tariffs growth for technological connection and transmission services;

- natural disasters.

At the present moment it is not possible to estimate the degree of probability of the abovementioned events, because in most cases these factors and events are beyond control of the issuer. 
Material events/ factors that may positively influence on the results of company’s activity

Probability of such events/ factors
The most significant factor in improving performance of IDGC of the South and its branches, according the issuer’s opinion, is introduction of tariff regulation based on principals of return of the invested capital (RAB) combined with economic incentive for attraction of private investments.

Additional (borrowed) sources of financing the construction of electric grid infrastructure should promote the reduction of expenses for construction together with fixing the appropriate for the consumer fee for technological connection.
Federal Tariff Service prepared project of amendments to Instructions on calculating the tariffs and process for electric (heat) energy at retail market; the Instructions are approved by order of Federal Tariff Service No.20-3/2 dated August 6, 2004 and are aimed at stimulation of development of grid infrastructure and connection of new consumers. Till the present time the decision of introduction of new tariff formation method was not adopted.
Nevertheless, the issuer supposes that in the nearest future the system of effective tariff regulation for natural monopoly types of activities will be formed and will increase the investment attractiveness. 
5.5.2. Competitors of the issuer.
Key existing and possible competitors of the issuer in principal activities, including foreign competitors

The situation in the segment of grid organizations is determined by the following features:

At the present time there are three levels of grid companies formed according to technical and territorial characteristics:

1st level. Federal grid company possessing 220kV and higher grids and that carries out its activity on the territory of RF running branches in all regions of RF.

2nd level. Interregional distribution grid companies established in the results of reforming of AO-energo. IDGCs have own 110-0.4kV grids and render services of transmitting and distribution electric energy on the territories of RF regions where the company is located.

3rd  level.  Local grid organizations possessing 0.4-10kV grids, the mentioned organizations were formed mainly from enterprises –resellers established as municipal companies and servicing consumers of one municipal unit. At the present moment in the results of reforming part of such enterprises is rendering services to several municipal entities, and some of them render services to different regions of RF.
“IDGC of the South”, JSC is referred to the second level of grid organizations – interregional distribution grid companies.

At the present moment industry sector is divided into natural monopoly (energy transfer and dispatcher services) and potential competitive (production and sale of energy) type of activities.  Activity of interregional distribution grid companies is related to natural monopoly types. 

In the reformation process demonopolization of the sector is being carried out, and natural monopoly companies remain under governmental control. 

It is possible to say that Issuer’s activity may be regarded as the activity independent from competitive factor at market of services rendered by the issuer.
VI. Detailed data on the persons forming a part of governance bodies of the issuer, bodies of the issuer undertaking control over its financial and economic activities, and brief data on the staff (employees) of the issuer                                                                                      
6.1. Data on the structure and competence of the issuer’s governance bodies                              

The governance bodies of the Company shall be:

· General Shareholders Meeting;

· Board of Directors;

· Board;
· Director General.

The body of control over the financial and business activities of the Company shall be the Auditing Committee of the Company

The issues falling within the competence of the general meeting of shareholders shall be the following:

1) introduction of alternations and amendments in the Charter and approval of the revised Charter;

2) restructuring of the Company;

3) liquidation of the Company; appointment of the liquidation commission and the approval of the interim and final liquidation balances;
4) determination of the quantity, nominal value, category (type) of the declared shares and the rights provided by the said shares;

5) decrease of the authorized capital by way of the reduction of the nominal value of shares or by way of placement of additional shares;

6) reduction of the authorized capital of the Company by way of decreasing the nominal value of the shares, through the acquisition by the Company of the part of shares with the view of reducing their total amount or with the view of repaying of the acquired or paid out shares;

7) fractioning and consolidation of the shares of the Company;

8) making the decision on the placement by the Company of bonds converted into shares and other emission securities, converted into shares;

9) determination of the quantitative structure of the Board of Directors, the election of its members and the early termination of their powers;

10) election of the members of the Auditing Committee of the Company and the early termination of their powers;

11) confirmation of the Auditor of the Company;

12) making the decision on the transfer of powers of the sole executive body of the Company to the managing organization (managing director) and on the early termination of his/her powers;

13) approval of annual reports, annual accounting balances, including the report on profit and losses of the Company, distribution of its profits including payment “announcement” of dividends, except for the profit distributed as a dividend by the results of the first quarter, half a year, nine months of the financial year and the losses of the Company by the results of the financial year;

14) payment (announcement) of dividends by the results of the first quarter, half a year, nine months of the financial year;

15) determination of the procedure for holding the general meeting of the shareholders of the Company;

16) making the decision on the approval of deals in cases envisaged by Article 83 of the Federal Law  “On Joint Stock Companies”;

17) making the decision on the approval of large deals in cases envisaged by Article 79 of the Federal Law  “On Joint Stock Companies”;

18) making the decision on the participation in holding companies, financial and industrial groups, associations and other unions of for-profit organizations;

19) approval of the internal documents regulating the activity of the bodies of the Company;

20) making the decision on paying the members of the Auditing Committee of the Company of remunerations and/or compensations;

21) making the decision on paying the members of the Board of Directors of the Company of remunerations and/or compensations;

22) solution of other issues envisaged by the Federal Law  “On Joint Stock Companies”.

The issues falling within the competence of the Board of Directors (supervisory council) of the issuer in accordance with its Charter (documents of incorporation):

The Board of Directors of the Company shall perform general management of the activity of the Company, except for the decision on the questions referred to the exceptional competence of the general meeting of shareholders by the Federal Law “On Joint Stock Companies” and this Charter. 

1) setting the priority directions of the activity of the Company;

2) convocation of the annual and extraordinary general shareholders meetings of the Company, except for the cases stipulated by item 14.8 of Article 14 of this Charter;

3) Approval of the Company general shareholders meeting agenda; 

4) Election of the Secretary of the Company general shareholders meeting;

5) Definition of the date of drawing up the list of persons entitled to participate in the Company general shareholders meeting, and solution of other issues connected with preparation and carrying out of the Company general shareholders meeting;

6) introduction for the decision of the general meeting of the shareholders of the Company of issues envisaged by subparagraphs 2,5,7,8,12-20 of Item 10.2 of Article 10 of this Charter, as well as on the reduction of the authorized capital of the Company through the reduction of the par value of the shares;

7) placement by the Company of bonds and other emission securities except for the cases stipulated by the legislation of the Russian Federation and this Charter;

8) approval of the decision on the emission of securities, emission prospect of securities, the report on the results of the emission of securities, approval of the reports on the results of the acquisition of the shares of the Company from its shareholders, reports on the redemption of shares, reports on the results of the demands by the shareholders of the Company on the redemption of the shares owned by them;

9) determining the price (monetary value) of the property, the price of the placement and acquisition of emission securities in cases envisaged by the Federal Law  “On Joint Stock Companies” as well as while solving issues stipulated in subitems 11, 21, 22, 38 of Item 15.1. of Article 15 of this Charter;

10) acquisition of the shares, bonds and other securities placed by the Company in cases envisaged by the Federal Law  “On Joint Stock Companies”;

11) alienation (sale) of the shares of the Company at the disposal of the Company as a result of their acquisition or redemption from the shareholders of the Company, as well as in other cases envisaged by the Federal Law  “On Joint Stock Companies”;

12) election of the Director General of the Company and early termination of his/her powers including the decision making on early termination of the labor contract with him/her;

13) Definition of the quantitative structure of the Board of the Company, election of members of the Company Board, establishment of compensations and remunerations paid to them, prescheduled termination of their powers, including early termination of labour contracts with them;

14) recommendations to the general meeting of the shareholders of the Company on the amount of remunerations and compensations paid to the members of the Auditing Committee and determination of the remuneration of the Auditor’s services;

15) recommendations on the amount of the dividend per shares and the procedure for its payment;

16) approval of the internal documents of the Company determining the procedure for the formation and use of the funds of the Company;

17) making the decision on the use of the funds of the Company, approval of the cost estimates for the use of special purpose funds and consideration of the results of the implementation of cost estimates for the use of special purpose funds;

18) approval of the internal documents of the Company except for internal documents, the approval of which is referred to the competence of the general meeting of the shareholders of the Company and other internal documents of the Company, the approval of which is referred to the competence of the executive bodies of the Company;

19) approval of the business plan (revised business plan) including the investment program and report on results of its execution, as well as approval (and the report of its implementation;

20) creation of branches and opening of offices of the Company, their liquidation, as well as amending the Charter of the Company in connection with creation of branches, opening of offices of the Company (including change of the  data on names and locations of branches and offices of the Company).

21) decision-making on participation of the Company in other organizations (on incorporation with the operating organization or creation of a new organization , including coordination of the foundation documents), as well as (in view of provisions of subitem 22 of item 15.1. of Article 15 of this Charter) on purchase, alienation and encumbrance of shares and stakes in the authorized capitals of the organizations, in which the Company participates, change of the stake of participation in the authorized capital of the corresponding organization, and termination of participation of the Company in other organizations;

22) making the decision on one or several associated deals of the Company on the alienation, pledging or other encumbrance of shares and stakes of ADEC which are not engaged in production, transmission, dispatching, distribution and sales of electric and heating power in case if the market value of shares or stakes being the subjects of the deal determined according to the report of the independent appraiser exceeds 30 million rubles and in other cases (amount) determined by the separate decisions of the Board of Directors of the Company;

23) determination of the credit policy of the Company as to provision by the Company of loans, making credit contracts and loan contracts, issuing of guarantees, acquisition of liabilities on bills (issuing of ordinary and transfer bill), transfer of property in pledge and making the decision on the above mentioned deals of the Company in cases when the procedure for the decision-making of them is not determined by the credit policy of the Company as well as decision making in the order envisaged by the credit policy of the Company on bringing the debt situation of the Company in the limits determined by the credit policy of the Company;

24)  approval of the large deals in cases envisaged by Chapter X of the Federal Law  “On Joint Stock Companies”;

25) approval of deals in cases envisaged by Chapter XI of the Federal Law  “On Joint Stock Companies”;

26) approval of the Registrar of the Company, terms of contract with him/her and its termination;

27) election of the Company Board of Directors Chairperson and the early termination of his/her powers;

28) election of the Company Board of Directors Deputy Chairperson and the early termination of his/her powers;

29) election of the Company Board of Directors Corporate Secretary and the early termination of his/her powers;

30) tentative approval of decisions on deals of the Company connected with the gratuitous transfer of property of the Company or property rights (requirement) to itself or the third party, deals connected with the liberation from property liabilities before itself or the third party, deals connected with the gratuitous provision of services by the Company (carrying out of works) to the third party, in cases (amount) determined by the separate decision of the Board of Directors of the Company, decision-making on the given deals by the Company in cases when the above-mentioned cases (Amount) are not determined;

31) decision-making on temporary termination of the powers of the managing organization (managing director);

32) decision-making on the appointment of the acting Director General of the Company and his calling to an account;

33) calling to an account of the Director General of the Company and his/her remuneration in accordance with the labor legislation of the Russian Federation;

34) consideration of the reports of the Director General on the activity of the Company (including the report on carrying out of his/her functions, on the implementation of the decisions of the general meeting of the Company and its Board of Directors);

35) approval of the procedure for the interaction of the Company with the organizations, in which the Company participates;

36) Definition of the position of the Company (representatives of the Company), including the assignment to take or not to take part in voting on the agenda items, to vote under draft decisions "for", "against" or "refrained", on the following items of the agenda of general shareholders (participants) meetings of affiliated and dependent economic entities (further on called ADEC) (except for cases when functions of the ADEC general shareholders meetings are carried out by the Board of Directors of the Company), and meetings of the ADEC boards of directors (except for an item on approval of the agenda of the general meetings of shareholders ADEC when functions of the ADEC general shareholders meeting are carried out by the Board of Directors of the Company):

i) on the determination of the agenda of the general meeting of the shareholders (participants of ADEC);

ii) on the reorganization and liquidation of ADEC;

iii) on the determination of the quantitative composition of the Board of Directors of ADEC, nomination and election of its members and the early termination of their powers;

iv) on the determination of the number, nominal value, category (type) of the announced shares of ADEC and the rights provide by the given shares;

v) on the increase of the authorized capital of ADEC through the increase of the nominal value of shares or through the placement of additional shares;

vi) on the placement of securities of ADEC converted into ordinary shares;

vii) on the fractioning and consolidation of the shares of ADEC;

viii) on the approval of large deals, made by the ADEC;

ix) on the participation of ADEC in other organizations (on entering the existing organization or on the foundation of the new one), as well as on the acquisition, alienation, encumbrance of shares and parts in the authorized capitals of the organizations, in which ADEC participates, changes in the part of the participation in the authorized capital of the respective organization;

x) on the deals made by ADEC (including several associated deals) connected with the alienation or the possibility of alienation of property, representing fixed assets, non-material assets, objects of unfinished construction, the purpose of the use of which is the production, transmission, dispatching, distribution of electric and heating power in cases (amount) by the procedure of interrelations of the Company with organizations in which the Company participates, approved by the Board of Directors of the Company;

xi) on the introduction of alternations and amendments in the constituent documents of ADEC;

xii) on the determination of the procedure of remuneration payments to the members of the Board of Directors and Auditing Committee of ADEC;

xiii) on the approval of target meanings of key performance indicators (corrected target meanings of key performance indicators);

xiv) on the approval of the report on the implementation of planned meanings of annual and quarter key performance indicators;

xv) on the approval of business plan (revised business plan);

xvi) on the approval (consideration) of the report on business plan implementation;

xvii) on the approval of the distribution of profits and losses on the results of the financial year;

xviii) on the recommendations on the amount of dividend on shares and the procedure of its payment;

xix) on payment (declaration) of dividends following the results of the first quarter, half of a year, nine months of a financial year as well as following the results of a financial year;

xx)  on the approval (revision) of the investment program;

xxi) on the approval (consideration) of the report on the investment program implementation;

xxii) on the approval of the Regulations on ensuring ADEC insurance protection;

xxiii) on the approval of ADEC insurers (approval of the results of ADEC insurers elections);

xxiv) on the approval of insurance broker carrying out the selection of ADEC insurers;

xxv) on the approval of ADEC insurance protection program;

xxv) on the approval of alternations in ADEC insurance protection program;

xxvi) on the consideration of the single executive ADEC body’s report on insurance protection assurance.

37) determination of the position of the Company (representatives of the Company) on the following items of the agenda of the ADEC Board of Directors meetings (including the order to participate or not to participate in the vote on the items of the agenda, to vote on draft decisions “for” or “against”, or “abstain” :
a) on the determination of the ADEC representatives position on the items of the agenda of the general meetings of shareholders (participants) and the meetings of the Board of Directors of the affiliated and dependent entities  in respect of ADEC, concerning the approval of deals, including several associated deals, connected with alienation or the possibility of alienation of the property representing fixed assets, immaterial assets, objects of unfinished construction, the purpose of the use of which is the production, transmission, dispatching, distribution of electric and heating power in cases (amount) determined by the procedure of interrelations of the Company with organizations in which the Company participates, approved by the Board of Directors of the Company; 
b) on the determination of the ADEC representatives position on the items of the agenda of the general meetings of shareholders (participants) and the meetings of the Board of Directors of the affiliated and dependent entities in respect of ADEC, participating in  the production, transmission, dispatching, distribution of electric and heating power, reorganization and liquidation, increase of the authorized capital of the given entities through the increase of the nominal value of shares or through the placement of additional shares, securities converted into ordinary shares;

38) tentative approval of the decisions on the accomplishment by the Company:

a) of deals, the subject of which shall be non-current assets of the Company in the amount exceeding 10 percent of the balance sheet value of the given assets on the date of decision-making on the accomplishment of the given deal;

b) deals (including several associated deals) connected with any way of disposal (or transfer of the rights in any sequence) of the real estate and/or equipment used directly for realization of the main kinds of activity of the Company, the balance sheet value of which is over 5 percent of the balance sheet value of the Company assets, or any kind of encumbrance of the specified property;
c) deals (including several associated deals) connected with alienation or an opportunity of alienation of the property forming the fixed assets, immaterial assets, objects of incomplete construction, the purpose of use of which is production, transmission, dispatching, distribution of electric and thermal energy in the cases (amount) determined by separate decisions of the Company Board of Directors;

d) deals (including several associated deals) connected with alienation or an opportunity of alienation of the property forming the fixed assets, immaterial assets, objects of incomplete construction, the purpose of use of which is production, transmission, dispatching, distribution of electric and thermal energy in the cases (amount) determined by separate decisions of the Company Board of Directors;
        39) nomination by the Company of persons for the elections to the position of the single executive body, to other bodies of management, bodies of control, and nominations for the Auditor of the organizations, in which the Company participates, carrying out production, transmission, dispatching, distribution and sales of electric and heating power, as well as the repairs and maintenance types of activities;

        40)  determination of the directions of ensuring insurance protection of the Company including the approval of the Insurer of the Company;

41) approval of the structure of the executive body of the Company and its amending;

42) coordination of nominees for separate positions of the executive body of the Company defined by the Company Board of Directors;

43) tentative approval of the collective agreement, the agreements concluded by the Company within the limits of regulation of social and labor relations;

44) establishment of committees under the Company Board of Directors, election of members of the Committees of the Company Board of Directors and early termination of their powers, election and prescheduled termination of powers of chairmen of committees of the Company Board of Directors;

           45) approval of the nomination of the independent appraiser (appraisers) for the determination of the shares value, property and other assets of the Company in cases envisaged by the Federal Law  “On Joint Stock Companies”, this Charter and separate decisions of the Board of Directors of the Company;

46) approval of the nomination for the financial consultant involved in accordance with the Federal Law  “On the Market of Securities” as well as the nominees of securities emission organizers and consultants on deals directly connected with the attraction of means in the form of public loans;

47) tentative approval of deals, which could lead to the appearance of liabilities, expressed in foreign currency (or liabilities the volume of which is pegged to foreign currency) in cases and volumes determined by separate decisions of the Board of Directors of the Company and if the said cases (amounts) are not determined by the Board of Directors of the Company;

48) determination of the purchasing policy of the Company, including the approval of the Regulations on the procedure for carrying out the specified purchases of goods, works and services, approval of the head of the Central purchasing unit of the Company and its members, and approval of the annual comprehensive program of purchases and decision making on other items in accordance with the documents approved by the Company regulating the purchasing activity of the Company;

49) decision making on the nomination of the Director General of the Company for state orders award;

50) approval of the target figures (revised figures) of the key performance indicators (KPI) of the Company and the reports on their implementation;

51) determination of the policy of the Company directed at the improving the stability of the power grids distribution complex and other objects of the power energy complex, including the approval of the Company strategic programs on the improvement of the stability of the power grid complex, its development and its safety;

52) Determination of the housing policy of the Company regarding granting to the Company's employees the corporate support in improvement of living conditions in the form of the grant, indemnification of expenses, interest-free loans and decision-making on granting by the Company of the specified support in cases when the order of its granting is not determined by the housing policy of the Company;

53) other issues falling within the competence of the Board of Directors in accordance with the Federal Law “On Joint Stock Companies” and this Charter.

The competence of the single and collegial executive bodies of the issuer in accordance with its Charter (documents of incorporation):

The management of the current activity of the Company shall be executed by the sole executive body - Director General and collegial executive body – Company Board.

The competence of the Company Board includes the following issues:

1)  Working-out of the Company development strategy and its submission for consideration to the Board of Directors;

2)  Preparation of the annual (quarter) business plan, including the investment program and the report on results of their performance, and also approval (revising) of cash (budget) flow of the Company; 

3)  Preparation of the annual report on financial and economic activity of the Company, about performance by the Board of the decisions of the Company general shareholders meeting and Board of Directors;

4)  Consideration of reports of deputies General Director of the Company, heads of the isolated structural divisions of the Company about results of performance of the approved plans, programs, instructions, consideration of reports, documents and other information on activity of the Company and its affiliated and dependent economic entities;

5)  Decision-making concerning the items referred to the competence of the supreme bodies of management of the economic entities, 100 (one hundred) percent of the authorized capital of which belongs to the Company (in view of subitems 36, 37 of item 15.1. of Article 15 of this Charter);

6)  Preparation of the reports on financial and economic activity of the economic entities, 100 (one hundred) percent of the authorized capital of which belongs to the Company, and their submission for consideration to the Board of Directors;

7)  Decision-making on conclusion of transactions, the subject of which is the property, works and services, the cost of which equals from 1 to 25 percent of the balance sheet value of the Company assets determined on the date of decision-making on the conclusion of the transaction (except for the cases stipulated by subitem 38 of item 15.1 of this Charter);

8)  Solution of other issues of the Company current activity management according to the decisions of the general shareholders meeting, the Board of Directors of the Company, and also the issues which were submitted to consideration to the Board by the Company General Director.

   The competence of the Director General shall include all the issues of the current activity management of the Company, except for the issues referred to the exceptional competence of the general meeting of shareholders, the Board of Directors and the Board.

The Director General shall act without a Power of Attorney on behalf of the Company taking into account the limitations envisaged by the legislation of the Russian Federation, the present Charter and decisions of the Board of Directors of the Company:

· ensure the fulfillment of the activity plans of the Company necessary for the solution of its tasks;

· organize bookkeeping and accounting in the Company;

· make use of the property of the Company and accomplish deals on behalf of the Company, issue Powers of Attorney, open with the banks and other credit institutions as well as in cases envisaged by the law in the organizations and professional agents of the securities market settlement and other accounts of the Company;

· issue orders, approve (accept) instructions, local regulation reports and other internal documents of the Company on the issues of his/her competence, give instructions necessary for the execution by all employees of the Company;

· approve Provisions on affiliations and offices of the Company;

· in accordance with the organizational structure of the executive body of the Company, approves personnel arrangements and official salaries and wages of the Company’s employees;

· exercise in respect of the Company’s employees the rights and obligations of the employer, envisaged by the labor law;

· exercise functions of Chairperson of the Board;

· distribute obligations among the Deputies of the Director General;

· submit for the consideration of the Board of Directors reports on financial and business activity of affiliated and dependent companies, the shares (parts) of which are possessed by the Company, as well as information on other organizations in which the Company participates, except for the cases stipulated by subitem 6) of item 22.2 of Article 22 of this Charter;

· not later than 45 (forty five) days prior to the holding of the annual general meeting of the shareholders of the Company submit for the consideration of the Board of Directors of the Company Annual report, accounting balance sheet, the report on the profits and losses of the Company and distribution of profits and losses of the Company;

· solve other issues of the current activity of the Company, except for the issues referred to the competence of the general meeting of shareholders and the Board of Directors and Board of the Company.

Data on presence of the internal document of the issuer establishing rules of corporate conduct of the issuer: Corporate Governance Code of IDGC of South, JSC, was approved by the Board of Directors of “IDGC of South”, JSC (Minutes No. 2/2007 as of 03.09.2007).

Activity of management bodies of the issuer except the Charter is also regulated by the following internal documents:

- Regulation on  procedure of convening and holding meetings of Board of Directors of “Interregional distribution grid company of the South”, JSC approved by decision of General meeting of shareholders, which functions performs “RAO UES of Russia”, JSC (Minutes No. 751пр/4 dd 05.10.2007),

- Regulation on remunerations and compensations to “IDGC of South”, JSC BoD approved by decision of General meeting of shareholders, which functions performs “RAO UES of Russia”, JSC (Minutes No. 751пр/4 dd 05.10.2007),

- Regulation on information policy of “IDGC of South”, JSC, approved by decision of “IDGC of South”, JSC BoD (Minutes No. 2/2007 dd 03.09.2007),

- Regulation on insider information of “IDGC of the South”, JSC   approved by decision of “IDGC of South”, JSC BoD (Minutes No. 2/2007 dd 03.09.2007),

- Regulation on Corporate Secretary “IDGC of South”, JSC, approved by decision of “IDGC of South”, JSC BoD (Minutes No. 1/2007 dd 20.07.2007),

- Regulation on Audit committee of “Interregional distribution grid company of the South”, JSC approved by decision of General meeting of shareholders, which functions performs “RAO UES of Russia”, JSC (Minutes No. 751пр/4 dd 05.10.2007),

- Regulation on remunerations and compensations to members of the Audit committee of “IDGC of South”, JSC approved by decision of General meeting of shareholders, which functions performs “RAO UES of Russia”, JSC (Minutes No. 751пр/4 dd 05.10.2007).

The text of current version of issuer’s Charter and internal documents are available at: http://www.mrskyuga.ru/management/structure/index.shtml (Charter);

http://www.mrsk-yuga.ru/management/documents/index.s (internal documents). 
6.2. Information on the members of the issuer’s management bodies
	Board of Directors

	Andrey Natanovich Rappoport – Chairman of the Board of Directors

	Year of birth
	1963

	Education 
	Higher 

	
	Donetsk State University,

	
	Economic Department 

	
	Major area of study – Planning of national economy 

	
	

	Positions held in the issuing company and other organizations within the last five years and now in the chronological order 
	Period: 2004 -30.06.2008 

Organization: JSC RAO UES of Russia

Position: member of the Management Board 

Period: 2003 -30.06.2008

Organization: JSC UES FGC

Position: Chairman of the Management Board

	
	Period: 2003 -30.06.2008

Organization: JSC UES FGC

Position: member of the Board of Directors

Period: 2004 – 2007 

Organization: JSC Yantarenergo 

Position: Chairman of the Board of Directors 

Period: 2004 – 30.06.2008

Organization: JSC RAO UES INTER 

Position: Chairman of the Board of Directors

Period: 2004 – 30.06.2008

Organization: JSC UES SO CDM 

Position: member of the Board of Directors

Period: 2004 – 2005 

Organization: JSC  RAO UES INTER Balkany 

Position: member of the Board of Directors

Period: 2004 – 30.06.2008

Organization:  JSC GruzRosenergo united power system 

Position: member of the Supervisory Board

Period: 2004 -30.06.2008

Organization: JSC IDGC of Centre and North Caucasus 

Position: member of the Board of Directors

Period: 2005 – 30.06.2008

Organization: JSC Moscow United Grid Company 

Position: member of the Board of Directors

Period: 2005 – 30.06.2008

Organization: JSC Federal Hydrogenerating Company

Position: member of the Board of Directors

Period: 2005 -2007 

Organization: RAO Nordic OY 

Position: member of the Board of Directors

Period: 2005 – 30.06.2008

Organization: JSC Armenia Nuclear Power Station 

Position: member of the Board of Directors

Period: 2005 -30.06.2008

Organization: AES Telasi joint-stock company 

Position:  Chairman of the Supervisory Board

Period: 2007 – 28.05.2008

Organization: JSC Kubanenergo 

Position: Chairman of the Board of Directors

	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Pavel Ivanovich Okley

	Year of birth
	1970

	Education 
	Higher 

1.Omsk Railway Engineering Institute (1987-1992) 

Major area of study: Automatics, telemechanics and communication at railway transport 

2. Academy of National Economy under  RF Government (ANE)

Major area of study: Management of the company’s development

	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2003 -2004 

Organization: JSC Omskenergo Joint-Stock Bank

Position: head of the electric networks service Board 

Period: 2004 -2005

Organization: JSC Omskenergo Joint-Stock Bank, Grid Company subsidiary

Position:  Deputy Chief Engineer

Period: 2005 - 2006

Organization: JSC Omskenergo Joint-Stock Bank

Position: Director for electric energy transmission

Period: 2005 – 30.06.2008 

Organization: JSC UES FGC

Position: Deputy Head of IDGC Management Centre,  Head of IDGC Management Centre

Period: 2006 – 2007

Organization: JSC Voronezhenergo

Position: member of the Board of Directors

Period: 2006 – 2007

Organization: JSC Omskenergo

Position: member of the Board of Directors

Period: 2007 – 25.04.2008 

Organization: JSC Far East Distribution Grid Company 

Position: member of the Board of Directors

Period: 2007 – current

Organization: JSC Tyumenenergo

Position: member of the Supervisory Board

Period: 2007 - current

Organization: JSC IDGC of Urals 

Position: member of the Board of Directors

Period: 2007 – current

Organization: IDGC of Centre, JSC

Position: member of the Board of Directors

Period: 2007 – current

Organization: JSC IDGC of Siberia 

Position: member of the Board of Directors

Period: 2007 - current

Organization: JSC IDGC of Centre and Volga Region 

Position: member of the Board of Directors



	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Sergey Vyacheslavovich Vasilyev

	Year of birth
	1975

	Education 
	Higher 

1. Moscow State University named after Lomonosov

Major area of study: law



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2003 – 30.06.2008

Organization: JSC RAO UES of Russia 

Position: head of the Law Department, Corporate Centre 

Period: 2007

Organization: JSC TGC - 5 

Position: member of the Board of Directors 

Period: 2007-2008

Organization: JSC Kolenergo

Position: member of the Board of Directors

Period: 2007 – 2008 

Organization: JSC Buryatenergo

Position: member of the Board of Directors



	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Igor Yurievich Ryapin

	Year of birth
	1979

	Education 
	Higher 

1. State University – Higher School of Economy 

Major area of study: management

Qualification: manager 



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 09.2002 – 08.2003

Organization: JSC RAO UES of Russia 

Position: Chief Specialist of the Department for Corporate Strategy 

Period: 08.2003 – 02.2004 

Organization: JSC RAO UES of Russia

Position: Head of the Department for Corporate Strategy 

Period: 02.2204 – 01.07.2004

Organization: JSC RAO UES of Russia

Position: Head of the office of the Energy Reforming Department

Period: 07.2004 – 

Organization: JSC RAO UES of Russia

Position: Head of the Reform Legal Support Service of the Electric Energy Industry Legal Support Department, Reform Management Centre



	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Aleksandr Ilyich Gavrilov 

	Year of birth
	1973

	Education 
	Higher 

1.1990 – 1995 - Kuban State University 

Major area of study: financial accounting and audit

Qualification: economist

2. 2000 – 2006 – Kuban State Technological University 

Major area of study: Development and use of oil and gas deposits

Qualification: engineer

3. 03.07/2004 – Doctor of Philosophy (economy) under the World Economy Department, Kuban State University



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2003 - 2004

Organization: Krasnodar Regional Gas Sales Company  

Position: Deputy General Director for economy and finance 

Period: 2004 - 2005

Organization: Administration of the Krasnodar Region

Position: Deputy Head of the Krasnodar Region Administration fro industry, transport and energy 

Period: 2005 - 2005

Organization: JSC Krasnodargazstroy 

Position: Deputy General Director for perspective development 

Period: 2005 - 2006

Organization: JSC Kubanenergo 

Position: Executive Director 

Period: 2006 - 2007

Organization:  JSC Kubanenergosetremont

Position: member of the Board of Directors, Chairman of the Board of Directors 

Period: 2007 – current

Organization: JSC Volgogradenergo 

Position: member of the Board of Directors

	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 

	Zemlyanskiy Igor Ivanovich

	Year of birth
	1969

	Education 
	Higher 

Moscow institute of power engineering
Speciality – “Turbine construction”

Qualification – “Mechanic engineer”

	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2002-2002

Position: deputy head of Directorate of RAO UES of Russia

Period: 2002 – current

Position: head of department for consumers relations at FGC UES, JSC

	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Fyodor Aleksandrovich Diakov

	Year of birth
	1958

	Education 
	Higher 

1.Kiev Institute of Civil Aviation Engineers

Major area of study: radio engineer



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2002 - 2002

Organization: RAO UES of Russia 

Position: First Deputy General Director – Chief Engineer  

Period: 2003 - current

Organization:  Intersystem Electric Networks of South, a JSC UES FGC subsidiary

Position: Acting General Director, First Deputy General Director – Chief Engineer, General Director 



	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Vyacheslav Mikhailovich Kravchenko

	Year of birth
	1967

	Education 
	Higher 

1.Moscow State University named after Lomonosov

Major area of study: law



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2001 - 2004

Organization: Ministry of Economic Development and Trade of the Russian Federation

Position: Head of the Department of Natural Monopolies Restructuring

Period: 2004 - 2006

Organization: Ministry of Industry and Energy of the RF 

Position: Deputy Director of the Department of Structure and Investment Policy in the Industry and Energy, Director of  the Department of Structural and Tariff Policy in Tariff Monopolies

	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Aleksandr Evgenievich Nikulov

	Year of birth
	1967

	Education 
	Higher 

1.Serpukhov Higher War Command and Engineer College, 1984-1989

2. Central Institute of Advanced Education of Top Managers and Specialists of National Economy in the Sphere of Patent Work, 1989 - 1992



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2002 - 2003

Organization: Dink-Invest ltd 

Position: General Director

Period: 2003 - 2004 

Organization: Siberia Capital ltd

Position: General Director

Period: 2004 - 2005

Organization: JSC Lukoil  

Position: Deputy Head of the Administration  of Investment Analysis and Relations with Investors of the Head Administration of Strategic Planning and Investment Analysis

Period:  2005 - current

Position:- Director general of “Promregion Holding”, CJSC 

	Market share of the person in the authorized capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorized (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Kulikov Denis Viktorovich

	Year of birth
	1978

	Education 
	Higher

Moscow state legal academy, state-legal specialization

	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2002-2006,
Position - Expert of Association  for Protection of Investors rights
Period: 2006 - present
Position - Deputy Executive Director
Association for the Protection of Investor Rights
Period: 2001 to 2003.
Position - Member of the Board of Directors of "Kurganenergo"
Period: 2002 to 2004.
Position - Member of the Board of Directors of "Ryazanenergo"
Period: 2002 to 2005.
Position - Board Member of JSC Bryanskenergo
Period: 2003 to 2003.
Position - Member of the Board of Directors of "Kalugaenergo”
Period: 2003 to 2004.
Position - Member of the Board of Directors of "Kurskenergo"
Period: 2004 to 2005.
Position - Member of the Board of Directors " Energy Company of Vladimir”
Period: 2003 to 2006.
Position - Member of the Board of Directors of "Pechora GRES”
Period: 2003 to 2006.
Position - Member of the Board of Directors Cherepetskaya TPP
Period: 2004 to 2006.
Position - Member of the Board of Directors of "Penza Generation Company"
Period: 2005 to 2006.
Position - Member of the Board of Directors of VolgaTelecom
Period: 2003 - present
Position - Member of the Board of Directors of Southern Telecommunications Company
Period: 2006-present
Position - Member of the Board of Directors of OAO OGK-5
Period: 2007 - present
Position - Member of the Board of Directors of OAO "OGK-2"
Period: 2007 - present
Position - Member of the Board of Directors of MOESK”

	Market share of the person in the authorised capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorised (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


Sole executive body (Director general)

	Aleksandr Ilyich Gavrilov 

	Year of birth
	1973

	Education 
	Higher 

1.1990 – 1995 - Kuban State University 

Major area of study: financial accounting and audit

Qualification: economist

2. 2000 – 2006 – Kuban State Technological University 

Major area of study: Development and use of oil and gas deposits

Qualification: engineer

3. 03.07/2004 – Doctor of Philosophy (economy) under the World Economy Department, Kuban State University



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	Period: 2003 - 2004

Organization: Krasnodar Regional Gas Sales Company  

Position: Deputy General Director for economy and finance 

Period: 2004 - 2005

Organization: Administration of the Krasnodar Region

Position: Deputy Head of the Krasnodar Region Administration fro industry, transport and energy 

Period: 2005 - 2005

Organization: JSC Krasnodargazstroy 

Position: Deputy General Director for perspective development 

Period: 2005 - 2006

Organization: JSC Kubanenergo 

Position: Executive Director 

Period: 2006 - 2007

Organization: JSC Kubanenergo 

Position: General Director, Chairman of the Management Board

Period: 2006 - 2007 

Organization: JSC Plamya

Position: member of the Board of Directors, Chairman of the Board of Directors 

Period: 2006 - 2007

Organization:  JSC Kubanenergosetremont

Position: member of the Board of Directors, Chairman of the Board of Directors 

Period: 2007 – current Organization: JSC Volgogradenergo 

Position: member of the Board of Director



	Market share of the person in the authorised capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorised (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable


6.3. Information on the amount of remuneration, privileges and/or compensation of costs on each management body of the issuer.
Remuneration of the members of the Board of Directors  
Payment of remuneration and compensation to the members of the Board of Directors is made in conformity with the Regulation on payment to the members of the Board of Directors  of "Interregional Distribution Grid Company of South", Joint Stock Company of remuneration and compensation in a new edition, approved by the resolution of the Annual General Meeting of Shareholders of IDGC of South, JSC  (Minutes as of  04.06.2008 No1).

According to point 4.1 of the Regulation on payment to the members of the Board of Directors  of IDGC of South, JSC  of remuneration and compensation in a new edition, for participation in the Board of Directors meeting hold in a correspondence form (by way of questionnaires filling) a member of the Company's Board of Directors is paid remuneration in the amount of the sum equivalent to eight minimal month tariff rates of a first-category worker set by the tariff agreement in the RF grid complex (the 'Agreement')  for the day of holding of session of the Board of Directors of the Company, taking into account the indexation stipulated in the Agreement within one month after holding of the session of the Board of Directors of the Company.

For participation in a session of the Board of Directors held in the form of a joint presence a member of the Company's Board of Directors receives remuneration  at the rate of the sum equivalent to ten minimal monthly tariff rates of a first-category worker set by the tariff agreement in the RF grid complex (the 'Agreement')  for the day of holding of session of the Board of Directors of the Company, taking into account the indexation stipulated in the Agreement within one month after holding of the session of the Board of Directors of the Company.

The rate of remuneration paid according to item 4.1 of the Regulation to the Chairman ( Deputy Chairman)  for each session that he/she headed increases by 50 %.

According to point 4.2 of the Regulation on payment to the members of the Board of Directors of IDGC of South, JSC  of remuneration and compensation, members of the Board of Directors receive extra remuneration for the Company's net profit indicator according to the date of the financial accounting approved by the General Meeting of the Company's Shareholders.

Data on the types of remuneration, including salary, awards, commission, perquisites and/or compensation of costs and as other property granting  that was paid by the issuer for 9 months of 2007:  

	Name of the issuer’s management body
	Type of remuneration
	9 months of 2007

	Board of Directors
	Remuneration for participation in meetings, 
	0

	
	Salary
	0

	
	Bonuses
	0

	
	Commission
	0

	
	Benefits and/or compensation of costs
	0

	
	Other types of remuneration
	0


The issuing company did not conclude with the members of the Board of Directors any additional agreements for 2008 concerning payments

In the current financial year 2008 the issuer will pay compensation and remuneration to the Board of Directors members under the Regulation on payment to the members of the Board of Directors of IDGC of South, JSC  of remuneration and compensation in a new edition approved by the resolution of the Annual General Meeting of Shareholders of IDGC of South, JSC  

Remuneration of the issuer's General Director
In 2007, the remuneration to the Director general was paid in accordance with the terms of his employment contract and the Regulations on the material stimulation of top managers of “IDGC of the South”, JSC "approved by the Board of Directors of 11.23.2007 (Minutes No. 3 / 200723.11.2007).
6.4. Data on structure and competence of the issuer’s financial and economic activities governance bodies.
Structure of bodies performing control over business activity of the issuer and the competence of such bodies detemined in Company’s Charter in chapter 18:

18.1. In order to ensure control over the financial and business activity of the Company the general meeting of shareholders shall elect the Auditing Committee of the Company for the period till the next annual general meeting of shareholders.

Should the Auditing Committee of the Company be elected at the extraordinary meeting of shareholders the members of the Auditing Committee shall be considered elected for the period till the date of the holding of the annual meeting of the shareholders of the Company.
The quantitative composition of the Auditing Committee shall be 5 (five) persons.

18.2. In order to ensure control over the financial and business activity of the Company the general meeting of shareholders shall elect the Auditing Committee of the Company for the period till the next annual general meeting of shareholders.

Should the Auditing Committee of the Company be elected at the extraordinary meeting of shareholders the members of the Auditing Committee shall be considered elected for the period till the date of the holding of the annual meeting of the shareholders of the Company.

The quantitative composition of the Auditing Committee shall be 5 (five) persons.

18.3. By the decision of the general meeting of shareholders of the Company the powers of all or separate members of the Auditing Committee of the Company can be terminated early.

18.4Competence of the Auditing Committee of the Company concerns:

· acknowledgement of reliability of the data containing in the annual report, annual accounting statements, profit-and-loss account of the Company;

· analysis of the financial condition of the Company, revealing of ways of improvement of the financial condition of the Company and development of recommendations for the Company's management bodies;

· organization and performance of a check (audit) of the financial and economic activity of the Company, in particular:

· check (audit) of the financial, accounting, settlement and other documentation of the Company connected with performance by the Company of its financial and economic activity, about its conformity to the legislation of the Russian Federation, the Charter, internal and other documents of the Company;

· control over safety and handling of fixed assets;

· control over observance of the established order of write-off on the Company's losses of debts of insolvent debtors;

· control over expenditure of money resources of the Company, according to the approved business plan and the Company's budget;

· control over development and use of reserve and other special funds of the Company;

· check of correctness and timeliness of charge and payment of dividends under the shares of the Company, percentage on bonds and income under other securities;

· check of performance of the earlier given out instructions on elimination of infringements and lacks revealed at the previous checks (audits);

· performance of other actions (activities) connected with check  of the Company's financial and economic activities.

Information on the system of internal control over financial and economic activity of the issuer

Internal control is understood by the issuer as control over performance of its financial and economic activities (including performance of the issuer's business plan) by the issuer's organizational departments and bodies.

System of internal control represents  a set of objects of  internal control, functions and  procedures of  internal control stipulated in the legislation of the Russian Federation, Charter and other internal documents of the issuer that provide achievement of the aims of the internal control. The system of internal control is considered as a component of a system f management of the issuer that allows to the issuer's management bodies to make the most effective decisions.

Objects of internal control of the issuer are the Auditing Committee, Board of Directors, executive powers of the issuer, and also structural divisions and other bodies of the issuer authorised to perform internal control. The issuer's internal documents differentiate the competence of the above-stated bodies.

For the purpose  of development of the Company's organizational structure, introduction and control of execution of internal standards, prevention and revealing of negative tendencies in the financial, economic and industrial activity, maintenance of safety of the assets, checks of accuracy and completeness of the accounting records and objectivity of the financial information prepared on their basis, the Company has established the Department of Internal Control and Audit (Order of IDGC of South, JSC No 2 On approval of the staff list of IDGC of South, JSC as of 28.06.2007). 

Information on presence of internal control system terms of its work and its key employees: 
For sophistication of corporate structure of the Company, introduction and control of fulfillment of internal standards, prevention and detection of negative tendencies in business and production activity, provision of safety of assets, checking of  completeness and correctness of accounting records, adequacy of financial information prepared on the basis of the accounting recordings , the Company establishes the Department for internal control and audit (Order of “IDGC of the South”, JSC dated 28.06.2007 No.2 “On approving “IDGC of the South”, JSC staff list).

Basic functions of the Department in the sphere of control over Company’s business activity are:

- detecting of the activities exposes to fundamental risks (by making inspections, audits, sending questionnaires, etc),

- definition and analysis of Company’s  business processes related to risks,

- elaboration of procedures and proposals on reducing risks for particular business-processes,

- monitoring and testing of quality of procedures of internal control of Company’s activity and analysis of efficiency of internal control system,

- preventive checking for correspondence of business operations carried out by the company and its branches to Company’s interests,

- organization and holding inspections for detecting presence and safety of Company’s property,
- evaluation and analysis of financial status of the Company in general and its branches;

- elaboration and implementation of methods on organization of internal control system in the Company, its branches and structural subdivisions,
- internal control at branches by participation of specialists of the Department for internal control in activity of Auditing Committees of branches,
- effective interaction and information exchange between department, Auditing Committee  and external auditors.

Department of internal control and audit is directly subordinate to deputy director general on safety and controlling, is answerable to Company’s Board of Directors.

Interaction with executive bodies of the issuer and BoD: internal documents of the issuer do not presuppose such interaction.  

Interaction of internal control services and external auditor of the issuer: internal documents of the issuer do not presuppose such interaction.  
Information on the presence of the internal document of the issuer establishing rules on prevention of the use of  office (insider) information:
Control over the use of the Company's insider information is performed on the basis of the Regulation on  the insider information of IDGC of South, JSC approved by the resolution of the Board of Directors of the issuer (Minutes No 2/2007 as of 03.09.2007).

The full text of the latest edition of the Regulation on the insider information of IDGC of Centre, JSC is available at http://www.mrsk-yuga.ru/management/documents/index.shtml.  

6.5. Information on the persons forming a part of financial and economic activities of governance bodies of the issuer  

Information on the issuer’s Auditing Committee members:

	Lyudmila Romanovna Matyunina

	Year of birth
	1950

	Education 
	Higher 

1.All-Union Correspondence Financial and Economic Institute



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	1998 – 2004

Deputy Head of the Department of Financial Audit, JSC RAO UES of Russia

2004 – current 

First Deputy Head of the Department of Internal Audit, JSC RAO UES of Russia Corporate Centre

	Market share of the person in the authorised capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorised (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members 

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


	Ivanova Kseniya Valerievna

	Year of birth
	1970

	Education 
	Higher 



	Positions held in the issuing company and other organizations within the last five years and now in the chronological order
	05.200 – 06.2004

1st category specialist, leading specialist, main specialist of Department of capital accounting at “RAO UES of Russia”

06. 2004 – 07.2005 

leading specialist, of Department of corporate management “RAO UES of Russia”

07.2005 – current

Head of department of corporate management and investor relations at  “RAO UES of Russia”

	Market share of the person in the authorised capital of the issuer, that is a commercial organization 
	No

	Amount of the issuer’s ordinary shares owned by the person
	No

	Number of the issuer’s shares of each category (type) that may be acquired by the person as a result of execution of rights on the issuer’s options owned by him 
	No

	Market share of the person in the authorised (reserve) capital (unit investment fund) of the affiliated and dependent companies of the issuer
	No

	Amount of ordinary shares of the issuer’s affiliated or dependent company ( valid for the affiliated and dependent companies of the issuer that are joint-stock companies) owned by the person 
	No

	Number of shares of the affiliated or dependent company of the issuer of each category (type) that may be acquired by the person as a result of execution of his right on the options of the issuer’s affiliated or dependent company owned by him 
	No

	Presence of any relatives among other members of the issuer’s management bodies and/or bodies of control over the issuer’s financial and economic activity 
	The person does not have any relatives among  other members 

	Information on administrative responsibility for infringement in finance, taxes and collections, securities market or criminal responsibility ( presence of previous convictions) for a crime in the sphere of economy or for a crime against the state power 
	Was not made answerable

	Information on occupation of positions in the management bodies of commercial organizations in the period when an action on bankruptcy was brought against the above-stated organizations and/or one of bankruptcy procedures stipulated in the legislation of the Russian Federation was started  
	Did not occupy 


6.6. Data on amount of remuneration, privileges and/or indemnification of charges concerning financial and economic activities of control body of the issuer 
                                

Payment of remuneration to members of the Auditing Committee of the Issuer is carried out according to the Regulations for payment of remuneration and compensation to the members of the Auditing Committee of IDGC of South approved by the decision of the annual general shareholders meeting of IDGC of South, JSC (Minutes No.1751/4 dd 05.10.2007).

According to item 3.1 of the specified Regulations, for participation in check (audit) of financial and economic activity, a member of the Auditing Committee of the Company receives a lumpsum remuneration in the amount equivalent to five minimal monthly wages of the first category employee established by the sector tariff agreement in the electric power complex of the Russian Federation (further on called the Agreement) for the period of carrying out the check (audit), in view of the indexation established by the Agreement. Payment of the compensation specified in item 3.1. of the Regulations shall be made in a week term after drawing up the report following the results of the check (audit) held. According to item 3.3 of the Regulations, the amount of the remunerations paid to Chairman of the Auditing Committee increases 50 %.

According to item 2.1 of the Regulations, the charges connected with participation in the Company Auditing Committee meeting and carrying out the check are compensated to a member of the Company Auditing Committee acting as of the moment of carrying out the meeting or the check under the norms of compensation of travelling and living expenses of the Company acting as of that moment.

Information on types of remunerations, including salary, bonuses, commitment fee, perks, as well as other payments performed by the issuer during the last financial year:

As the Company is registered as legal entity and carried out business activity since June 28, 2007, the information on types of remunerations, including salary, bonuses, commitment fee, perks, as well as other payments made by the issuer during the last financial year to members of Auditing Committee is not specified. 
For reference it should be added that as of the reporting date (30.09.20007) no payments were made to members of Auditing Committee.

Information on existing agreements related to payments of remunerations to members of Auditing Committee of “IGDC of the South”, JSC in 2008:

According “IDGC of the South”, JSC Charter the decisions on payment of remunerations to members of Auditing Committee are to be adopted by general meeting of shareholders with the regard of recommendations provided by BoD on the amount of such payments. The amount and procedure of payments is fixed by Regulation on payments to members of Auditing Committee of “IDGC of the South”, JSC that was approved by decision of extraordinary General meeting of shareholders which functions performs Management of “RAO UES of Russia”, JSC (minutes No.1751пр/4 dd October 5, 2007).

According to paragraph 2.1 of the Regulation on remunerations, the expenses related to the participation in the meeting of the Auditing Committee and check-up of the Company’s activity are compensated to the member of the Auditing Committee according to the rate of travel expenses reimbursement valid at the moment of the meeting or check-up.

According to paragraph 3.1 of the Regulation on remunerations, for the participation in a check-up (audit) of the Company’s financial and economic activity, lump sum remuneration is paid to members of the Auditing Committee in the amount of 5 minimum monthly wage rates of a first-class worker established by the industry wage agreement in the RF power complex (hereinafter referred to as the Agreement) at the period of holding audit, taking into account indexations established by the Agreement. 
According to paragraph 3.3 of the Regulation, the amount of remuneration paid to the Chairperson of the Auditing Committee in accordance with paragraphs 3.1 and 3.3 of the present Regulations, is increased by 50%.

According to paragraph 3.2 of the Regulation on remunerations, for each check-up (audit) of the Company’s financial and economic activity the members of the Auditing Committee can be paid additional remuneration in the amount of up to the twenty fold sum of minimum monthly wage rate of a first-class worker, taking into account an indexation set by the industry wage agreement.

Apart from it, members of Auditing Committee of “IDGC of the South”, JSC that are members of Company’s staff receive salary according to the positions held.

Payment of remunerations to the employees of Department for internal control and audit of “IDGC of the South”, JSC is carried out in this financial year in accordance with labour contracts.
Additional agreements with employees of Department for internal control and audit of “IDGC of the South”, JSC related to payments were not concluded by the issuer. 
6.7. Data on the number and the generalized data on education and structure of the staff (employees) of the issuer, and also on change of number of the staff (employees) of the issuer  

Information on average amount of employees of the issuer as of the end of completed financial year: As “IDGC of the South”, JSC is registered as legal entity and carries out activity since June 28, 2007, the information on average amount of employees is provided for 9 months of 2007

Reporting date 30.09.2007

	Indicator
	30.09.2007

	Average amount of employees
	56.5

	Employees with higher education, %
	98.51

	Labour payments, rubles
	14 061 100

	Social provisions, rubles
	no

	Total amount of monetary assets spent, rubles
	14 061 100


Factors that became a reason for changes in the amounts of employees during the reporting period: Analysis of changes is impossible as the Issuer carries out its activity since June 28, 2007

Employees having a great impact on financial activity of the issuer (key employees):

Director general of the issuer – Gavrilov Aleksandr Ilyich

Chief accountant – Savin Georgiy Georgievich 

The trade union was founded.

6.8. Data on any obligations of the issuer to the staff (employees) concerning the possibility of their participation in the authorized (joint-stock) capital (share fund) of the issuer                     
The issuer has no obligations to the employees or agreements related to possibility of their participation in authorized capital of the issuer, including any agreements that presuppose issue of options. 

VII. Data on participants (shareholders) of the issuer and on deals containing an interest made by the issuer:                              
7.1. Data on total amount of shareholders (participants) of the issuer                                    

Total number of participants of the issuer as of the date of approving the securities prospectus by BoD – 1
Total number of persons registered as issuer’s shareholders as of the date of approving the securities prospectus by BoD - 1

Total number of nominee holders of issuer’s shares - 0
7.2. Data on the participants (shareholders) of the issuer owning at least 5 percent of its authorized (joint-stock) capital (share fund) or at least 5 percent of its ordinary shares, as well as data on participants (shareholders) of such persons owning at least 20 percent of the authorized (joint-stock) capital (share fund) or at least 20 percent of their ordinary shares   

 Full company name: Russian Joint-Stock Company of Power and Electrification "UES of Russia"
Shortened company name:  RAO UES of Russia, JSC
TIN: 7705018828
Location:  101 bld.3, Vernadskogo Avenue, Moscow 119526
Stake in the authorized capital of the issuer: 100 %
Issuer's ordinary shares belonging to it: 100 %
Shareholders (participants) owning at least 20 percent of the authorized capital of the shareholder (participant) of the issuer:

Full company name: Russian Federation on behalf of the Federal Property Management Agency.
Location: 9 Nikolsky lane, Moscow 103685
Stake in the authorized capital of the shareholder (participant) of the issuer: 52.6832 %,
Ordinary shares in the authorized capital of the shareholder (participant) of the issuer: 52.99237 %, 
Ordinary shares in relation to the volume of the placed ordinary shares of the shareholder (participant) of the issuer: 54.99 %.
7.3. Data on the stake of the state or municipal formation in the authorized (joint-stock) capital (share fund) of the issuer, presence of the special right (“golden share”)

Stake of authorized capital of the issuer in state (federal) or municipal property is absent.

Special right of RF to participate in issuer’s management is absent 
7.4. Data on restrictions on participation in the authorized (joint-stock) capital (share fund) of the issuer

Restrictions of amounts of shares which may belong to one shareholder and/or their total par value, and/or the maximal number given to one shareholder are not stipulated by the Charter of the issuer.

Restrictions on the stake of foreign persons in the authorized capital of the issuer are not stipulated by the legislation of the Russian Federation or other normative legal acts of the Russian Federation.

Other restrictions related to participation in authorized capital of the issuer: issuer’s charter does not presuppose other restrictions for participation in authorized capital except those determined by current legislation of RF.

7.5. Data on changes in the composition and amount of participation of shareholders (participants) of the issuer owning at least 5 percent of its authorized (joint-stock) capital (share fund) or at least 5 percent of its ordinary shares  

The shareholders of the issuer which owned at least 5 percent of the authorized capital of the issuer (at least 5 percent of ordinary shares of the issuer) determined as of the date of the list of the persons entitled to participate in each general shareholders meeting of the issuer held for the last 5 completed financial years previous the date of the end of the quarter under report, and also for the last quarter according to the list of the persons entitled to participate in each of these meetings.

	Full company name (abbreviated name)
	Stake in authorized capital
	Stake of possessed by the persons shares (28.06.2007-30.09.2007), %
	Date of drawing up the list of persons entitled to participate at shareholders meeting

	Russian open joint stock company of power industry and electrification “UES of Russia” (RAO UES of Russia)
	100
	100
	Lists  of persons entitled to participate at shareholders meeting were not made during this period


7.6. Data on the interested-party deals of the issuer
                                    

	Indicator  
	9 months of  2007 

	Total number and total amount in money terms of the transactions completed by the issuer in the period under report which were interested-party transactions and which required approval/rub 


	0/0

	Total number and amount in money terms of the transactions completed by the issuer in the period under report which were interested-party transactions and which were approved by the general meeting of participants (shareholders) of the issuer, pieces/rub

	0/0

	Number and amount in money terms of the transactions completed by the issuer in the period under report which were interested-party transactions and which were approved by the Board of Directors (supervisory council) of the issuer, pieces/ rub

	0/0

	Number and amount in money terms of the transactions completed by the issuer in the period under report which were interested-party transactions and which required approval, but were not approved by the authorized governance body of the issuer, pieces/ rub

	0/0


	Date of transaction
	04.10.2007

	Subject of transaction
	Delegation of authority of a sole executive body of “Astrakhanenergo” JSC to “IDGC of the South” JSC, the managing company

	data on meeting requirements concerning state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	transaction price in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction 
	Price of service of Managing company comprises two parts:

1) 3275 132 rubles 48 kopeks a month, inclusive of 499 596 rubles 50 kopeks VAT;

2) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 52% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in October 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequences for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 

	other data on the transaction made, which may be specified by the Issuer at Its discretion
	absent


	date of transaction
	05.10.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Volgogradenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

1) 9 450 860 rubles 72 kopeks a month, inclusive of 1 441 656 rubles 72 kopeks VAT;

2) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 150% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in October and November of 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequences for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 

	other data on the transaction made, which may be specified by the Issuer at Its discretion
	absent


	date of transaction
	14.09.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Kubanenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

1) 24 954 554 rubles 73 kopeks a month, inclusive of 3 806 627 rubles VAT;

2)  variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 441% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007.

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequences for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 

	other data on the transaction made, which may be specified by the Issuer at Its discretion
	absent


	date of transaction
	30.09.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Rostovenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

1) 9 255 rubles 09 kopeks a month, inclusive of 1 411 888 rubles 44 kopeks VAT;

2) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 126% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in September, October, November and December of 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequences for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


	date of transaction
	29.09.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Kalmenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

1) 1 431 876 rubles 79 kopeks a month, inclusive of 218 421 rubles 90 kopeks VAT;

2) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 20% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in September, October and November of 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequences for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


	date of transaction
	16.07.2007

	subject and other essential conditions of the transaction
	Rendering consulting services to “IDGC of the Center and Northern Caucasus” JSC, the consumer, by “IDGC of the South” JSC, the provider.

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	55 779 562.25 ribs, inclusive of 18% VAT. Or 151% of the issuer’s balance sheet asset. 

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is rendering consulting services, terms of fulfilling the issuer’s obligations under the transaction, was not determined as a precise date; the contract is valid before 30.09.2007.

Term of fulfillment contractor’s obligations to pay for the issuer’s services is monthly on or before the 30th of the current month.

In accord with item 3.1., provider shall submit service delivery and acceptance certificate to consumer on or before the 1st of month following the accounting one. The moment the consumer signs service delivery and acceptance certificate shall be considered the moment of fulfilling the provider’s obligations (item 3.5.of the Contact).  

Parties to the contract had signed service delivery and acceptance certificates referring to services provided in July, August and September of 2007.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequences for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


	date of transaction
	01. 08.2007

	subject and other essential conditions of the transaction
	Transferring non-living premises as office space to “IDGC of the South” JSC, the lessee, into temporary possession and use by “Rostovenergo” JSC, the lessor. 

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In view of the fact that the lease contract was closed for less than one year, the transaction is needful of the state registration in accord with item 2, clause 651 of Civil Code of the Russian Federation   

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	4 955 137 rbs, inclusive of 18% VAT or 14% of the issuer’s balance sheet asset. 

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	According to item 4.4. of the contract leasing fees shall be paid by lessee monthly on the basis of bill prepared by lessor within 10 days after receiving the bill from the lessor by way of transfer of money to the account of the lessor. 

Since the issuer depicts the data as on 30.09.2007 in the prospectus, data on sums paid to the lessor under the contract shall not be specified.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


7.7. Data on accounts receivable 

The structure of the debt receivable as of 30.09.2007

	
	as of 30.09.2007

	The total sum of accounts receivable
	6975

	Sum of overdue accounts receivable
	0


	Name of the debt receivable
	Maturity 

	
	Up to one year 
	Over one year 

	Debt receivable to buyers and  customers, thousand rubles
	0
	0

	Including the deferred one, thousand rubles
	0
	X

	Debt receivable under bonds receivable, thousand rubles
	0
	0

	Including the deferred one, thousand rubles
	0
	X

	Debt receivable of participants (founders) on contributions to the authorized capital, thousand rubles 
	0
	0

	Including the deferred one, thousand rubles
	0
	X

	Debt receivable under the advance payments given out, thousand rubles 
	405
	0

	Including the deferred one, thousand rubles
	0
	X

	Other debt receivable, thousand rubles
	6570
	0

	Including the deferred one, thousand rubles
	0
	X

	Total, thousand rubles
	6570
	0

	Including the deferred one, thousand rubles
	
	x


VIII. Accounting reporting of the issuer and other financial information:                       
8.1. Annual accounting reporting
1) Annual accounting report is not included in the Prospectus as the issuer exists less than one completed financial year.

2) The issuer does not have consolidated accounting report made in accordance with International standards of financial statements or Common principals of Accounting in USA 

8.2. Quarter accounting reporting of the issuer for the last completed accounting quarter      

Accounting the accounting balance is formed on the basis of current rules of accounting and accounting report, precisely: Federal law dd 21.11.1996 No. 129 “On accounting”; “Accounting of organization” Regulations on accounting balance 1/98, approved by order of RF Ministry of Finances dd 09.12.1998 No.60н; Regulations on keeping accounting and accounting report in Russian Federation, approved by ministry of Finances dd 29.07.1998 No. 34н, order of Ministry of Finances dd 22.07.2003 no. 67-Н “On forms of accounting report in organizations”, current circulaire and regulations of “RAO UES of Russia”.

Quarterly audited accounting report of the issuer is presented for 9 months of 2007, as the issuer is registered and carried out its activity since 28.06.2007. Quarterly accounting report of the issuer is performed in accordance with legislation of RF and is presented in Appendix II to the Prospectus.

The quarterly report for 9 months of 2007 includes:

1. Accounting balance (Form 1);

2. Profit and loss statement (Form 2);

3. Auditors opinion.

Quarterly accounting report of the issuer in accordance with international standards or common rules of accounting balance in USA was not performed. 

8.3. Summary accounting reporting of the issuer for the last completed fiscal year     

1) The issuer does not have consolidated accounting report as the issuer exists less than one completed financial year.

2) The issuer does not have consolidated accounting report made in accordance with International standards of financial statements or Common principals of Accounting in USA 

8.4. Data on the accounting policy of the issuer 

The accounting policy of the issuer for the year 2007 was adopted by Order No. 28 of IDGC of South, JSC on 30.08.2007.
                                    

8.5. Data on total sum of export, and on export share in the total amount of sales           

The issuer does not export products (goods, works, services) outside the limits of the Russian Federation.

8.6. Data on cost of real estate of the issuer and the essential changes which occurred in the  structure of property of the issuer after the date of the last completed fiscal year                                 

The cost of real estate of IDGC of South, JSC as of 30.06.2008 is presented in the table below:











(thousand rubles)

	Property 
	Initial cost
	Amortization accrued 

	Buildings
	0
	0

	Other constructions
	0
	0

	Total
	0
	0


Total cost of immovable property of the issuer as of 30.09.2007 amounts 0 rubles,

Depreciation as of 30.09.2007 amounts 0 rubles.

There were no purchases or retirement for any reasons of any other property of the issuer if the book value of this property exceeds 5 percent of assets book value of the issuer, and also other changes material for the issuer which occurred in the structure of other property of the issuer within the period between the date of the end of the last completed fiscal year up to the date of the quarter under report.

8.7. Data on participation of the issuer in litigations if such participation can essentially influence financial and economic activities                                                                                                              
The issuer during its existence (28.06.2005 till the date of approving prospectus) did not took part in legal processes participation in which may have significant impact on issuer’s activity 

IX. Detailed Information Concerning the Procedure and Conditions for the Placement of Issue-Grade Securities

9.1. Information Concerning Placed Securities

9.1.1. General Information

1)

Type of securities: shares (registered) ordinary

Category of securities: uncertified registered 

Amount of placed securities: 2 284 503 084 (Two billion two hundred eighty-four million
five hundred and three thousand and eighty-four) pieces

Nominal cost: 0.1 (zero point one) rubles

Total par value of placed securities: 228 450 308 (two hundred twenty eight million four hundred fifty thousand three hundred eight) rubles 40 kopecks.

Form of placed securities: uncertified registered

Information concerning the person keeping the register of holders of the Issuer’s registered securities is contained in paragraph 10.6 of the Securities Prospectus;

Rights attaching to each security of the issue: According to paragraph 6.2 of Article 6 of the

Articles of Association, any holders of the Company’s ordinary shares shall have the following rights:

· take part in the Company’s General Meeting of Shareholders with a right to vote on all issues falling within its competence in person or by proxy;

· introduce propositions to the agenda of general meeting in order stipulated by legislation of RF and current Charter;

· receive information on Company’s activity and study the documents of the Company as per the article 91 of Federal law “On Joint Stock Companies”, other legal documents and current Charter

· receive a portion of the net profit (dividends)

· enjoy the preemptive right if the Company makes a public placement of additional shares or issue-grade securities convertible into shares in proportion to the quantity of shares of that category (type) that they hold where specified by the laws of the Russian Federation;

· receive some of the Company’s property (liquidation value) in accordance with the procedure provided for in the laws of the Russian Federation and the Articles of Association;

· exercise other rights specified by the laws of the Russian Federation, the Articles of Association, and decisions adopted by the General Meeting of Shareholders within its competence.

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Astrakhanenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Astrakhanenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Astrakhanenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Astrakhanenergo” converted into additional shares of “IDGC of the South”, JSC – 773 900 078 (Seven hundred and seventy three million nine hundred thousand seventy-eight) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/129991 of ordinary share of “Astrakhanenergo”, JSC with nominal cost 2 rubles.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Astrakhanenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Astrakhanenrgo”, including shares purchased from shareholders of “Astrakhanenrgo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Astrakhanenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Astrakhanenergo”, JSC 

Ordinary registered shares of “Astrakhanenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Astrakhanenrgo”, JSC activity on the basis of the registry of “Astrakhanenrgo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of activity of affiliated “Astrakhanenrgo”, JSC 

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

2) 

Class of placed securities: shares

Category of shares: ordinary

Par value of placed securities: 0.1 ruble
Quantity of placed securities: 20 239 039 386 (twenty billion two hundred thirty nine million thirty nine thousand three hundred eighty six) securities
Total par value of placed securities: 2 032 903 938 (two billion thirty two million none hundred three thousand nine hundred thirty eight) rubles 60 kopecks.

Form of placed securities: uncertified registered

Information concerning the person keeping the register of holders of the Issuer’s registered securities is contained in paragraph 10.6 of the Securities Prospectus;

Rights attaching to each security of the issue: According to paragraph 6.2 of Article 6 of the

Articles of Association, any holders of the Company’s ordinary shares shall have the following rights:

· take part in the Company’s General Meeting of Shareholders with a right to vote on all issues falling within its competence in person or by proxy;

· introduce propositions to the agenda of general meeting in order stipulated by legislation of RF and current Charter;

· receive information on Company’s activity and study the documents of the Company as per the article 91 of Federal law “On Joint Stock Companies”, other legal documents and current Charter

· receive a portion of the net profit (dividends)

· enjoy the preemptive right if the Company makes a public placement of additional shares or issue-grade securities convertible into shares in proportion to the quantity of shares of that category (type) that they hold where specified by the laws of the Russian Federation;

· receive some of the Company’s property (liquidation value) in accordance with the procedure provided for in the laws of the Russian Federation and the Articles of Association;

· exercise other rights specified by the laws of the Russian Federation, the Articles of Association, and decisions adopted by the General Meeting of Shareholders within its competence.

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Volgogradenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Volgogradenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Volgogradenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Volgogradenergo” converted into additional shares of “IDGC of the South”, JSC – 318 806 905 (Three hundred and eighteen million eight hundred and six thousand nine hundred and five) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2808059 of ordinary share of “Volgogradenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Volgogradenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Volgogradenergo”, including shares purchased from shareholders of “Volgogradenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Volgogradenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Volgogradenergo”, JSC 

Ordinary registered shares of “Volgogradenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Volgogradenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of activity of affiliated “Volgogradenergo”, JSC 

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

3)

Class of placed securities: shares

Category of shares: ordinary

Par value of placed securities: 0.1 ruble
Quantity of placed securities: 1 921 170 983 (One billion nine hundred twenty-one million one hundred seventy thousand nine hundred eighty-three) securities
Total par value of placed securities: 192 117 098 (one hundred ninety two million one hundred seventeen thousand ninety eight) rubles 30 kopecks.

Form of placed securities: uncertified registered

Information concerning the person keeping the register of holders of the Issuer’s registered securities is contained in paragraph 10.6 of the Securities Prospectus;

Rights attaching to each security of the issue: According to paragraph 6.2 of Article 6 of the

Articles of Association, any holders of the Company’s ordinary shares shall have the following rights:

· take part in the Company’s General Meeting of Shareholders with a right to vote on all issues falling within its competence in person or by proxy;

· introduce propositions to the agenda of general meeting in order stipulated by legislation of RF and current Charter;

· receive information on Company’s activity and study the documents of the Company as per the article 91 of Federal law “On Joint Stock Companies”, other legal documents and current Charter

· receive a portion of the net profit (dividends)

· enjoy the preemptive right if the Company makes a public placement of additional shares or issue-grade securities convertible into shares in proportion to the quantity of shares of that category (type) that they hold where specified by the laws of the Russian Federation;

· receive some of the Company’s property (liquidation value) in accordance with the procedure provided for in the laws of the Russian Federation and the Articles of Association;

· exercise other rights specified by the laws of the Russian Federation, the Articles of Association, and decisions adopted by the General Meeting of Shareholders within its competence.

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Kalmenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Kalmenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Kalmenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Kalmenergo” converted into additional shares of “IDGC of the South”, JSC – 72 953 037 (Seventy-two million nine hundred fifty three thousand and thirty-seven) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/1159650 of ordinary share of “Kalmenergo”, JSC with nominal cost 4 rubles.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Kalmenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Kalmenergo”, including shares purchased from shareholders of “Kalmenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Kalmenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Kalmenergo”, JSC 

Ordinary registered shares of “Kalmenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Kalmenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of activity of affiliated “Kalmenergo”, JSC 

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

4)

Class of placed securities: shares

Category of shares: ordinary

Par value of placed securities: 0.1 ruble
Quantity of placed securities: 16 203 502 467 (Sixteen billion two hundred three million five hundred and two thousand four hundred sixty-seven) securities
Total par value of placed securities: 1 620 350 246 (one billion six hundred twenty million three hundred fifty thousand two hundred forty six) rubles 70 kopecks.

Form of placed securities: uncertified registered

Information concerning the person keeping the register of holders of the Issuer’s registered securities is contained in paragraph 10.6 of the Securities Prospectus;

Rights attaching to each security of the issue: According to paragraph 6.2 of Article 6 of the Articles of Association, any holders of the Company’s ordinary shares shall have the following rights:

· take part in the Company’s General Meeting of Shareholders with a right to vote on all issues falling within its competence in person or by proxy;

· introduce propositions to the agenda of general meeting in order stipulated by legislation of RF and current Charter;

· receive information on Company’s activity and study the documents of the Company as per the article 91 of Federal law “On Joint Stock Companies”, other legal documents and current Charter

· receive a portion of the net profit (dividends)

· enjoy the preemptive right if the Company makes a public placement of additional shares or issue-grade securities convertible into shares in proportion to the quantity of shares of that category (type) that they hold where specified by the laws of the Russian Federation;

· receive some of the Company’s property (liquidation value) in accordance with the procedure provided for in the laws of the Russian Federation and the Articles of Association;

· exercise other rights specified by the laws of the Russian Federation, the Articles of Association, and decisions adopted by the General Meeting of Shareholders within its competence.

Way of placement of securities:

Conversion of ordinary registered uncertified shares of “Rostovenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by “Rostovenergo”, JSC ordinary shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Ordinary registered shares of “Rostovenergo”, JSC are converted into additional shares of “IDGC of the South”, JSC.

The amount of ordinary registered shares of “Rostovenergo” converted into additional shares of “IDGC of the South”, JSC – 3 128 764 676 (Three billion one hundred twenty eight million seven hundred sixty-four thousand six hundred seventy-six) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2808062 of ordinary share of “Rostovenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Rostovenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Rostovenergo”, including shares purchased from shareholders of “Rostovenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Rostovenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Rostovenergo”, JSC 

Ordinary registered shares of “Rostovenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity on the basis of the registry of “Rostovenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of activity of affiliated “Rostovenergo”, JSC 

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

5)

Class of placed securities: shares

Category of shares: ordinary

Quantity of placed securities: 4 615 952 412 (Four billion six hundred fifteen million nine hundred fifty-two thousand four hundred and twelve) securities
Total par value of placed securities: 461 595 241 (four hundred sixty one million five hundred ninety five thousand five two hundred forty one) rubles 20 kopecks.

Form of placed securities: uncertified registered

Information concerning the person keeping the register of holders of the Issuer’s registered securities is contained in paragraph 10.6 of the Securities Prospectus;

Rights attaching to each security of the issue: According to paragraph 6.2 of Article 6 of the

Articles of Association, any holders of the Company’s ordinary shares shall have the following rights:

· take part in the Company’s General Meeting of Shareholders with a right to vote on all issues falling within its competence in person or by proxy;

· introduce propositions to the agenda of general meeting in order stipulated by legislation of RF and current Charter;

· receive information on Company’s activity and study the documents of the Company as per the article 91 of Federal law “On Joint Stock Companies”, other legal documents and current Charter

· receive a portion of the net profit (dividends)

· enjoy the preemptive right if the Company makes a public placement of additional shares or issue-grade securities convertible into shares in proportion to the quantity of shares of that category (type) that they hold where specified by the laws of the Russian Federation;

· receive some of the Company’s property (liquidation value) in accordance with the procedure provided for in the laws of the Russian Federation and the Articles of Association;

· exercise other rights specified by the laws of the Russian Federation, the Articles of Association, and decisions adopted by the General Meeting of Shareholders within its competence.

Way of placement of securities:

Conversion of preferred registered uncertified shares of “Volgogradenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by shareholders of “Volgogradenergo”, JSC preferred shares are to be converted into additional shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Preferred registered shares of “Volgogradenergo”, JSC are converted into additional ordinary shares of “IDGC of the South”, JSC.

The amount of preferred registered shares of “Volgogradenergo” converted into additional ordinary shares of “IDGC of the South”, JSC – 79 044 069 (Seventy nine million forty-four thousand sixty-nine) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/2571621 of preferred share of “Volgogradenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Volgogradenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Volgogradenergo”, including shares purchased from shareholders of “Volgogradenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Volgogradenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Volgogradenergo”, JSC 

Preferred registered shares of “Volgogradenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Volgogradenergo”, JSC activity on the basis of the registry of “Volgogradenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of activity of affiliated “Volgogradenergo”, JSC 

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

6)

Class of placed securities: shares

Category of shares: ordinary

Par value of placed securities: 0.1 ruble
Quantity of placed securities: 4 390 623 025 (Four billion three hundred and ninety million six hundred twenty-three thousand and twenty-five) securities
Total par value of placed securities: 439 062 302 (four hundred thirty nine million sixty two thousand three hundred two) rubles 50 kopecks.

Par value of placed securities: 0.1 ruble
Information concerning the person keeping the register of holders of the Issuer’s registered securities is contained in paragraph 10.6 of the Securities Prospectus;

Rights attaching to each security of the issue: According to paragraph 6.2 of Article 6 of the

Articles of Association, any holders of the Company’s ordinary shares shall have the following rights:

· take part in the Company’s General Meeting of Shareholders with a right to vote on all issues falling within its competence in person or by proxy;

· introduce propositions to the agenda of general meeting in order stipulated by legislation of RF and current Charter;

· receive information on Company’s activity and study the documents of the Company as per the article 91 of Federal law “On Joint Stock Companies”, other legal documents and current Charter

· receive a portion of the net profit (dividends)

· enjoy the preemptive right if the Company makes a public placement of additional shares or issue-grade securities convertible into shares in proportion to the quantity of shares of that category (type) that they hold where specified by the laws of the Russian Federation;

· receive some of the Company’s property (liquidation value) in accordance with the procedure provided for in the laws of the Russian Federation and the Articles of Association;

· exercise other rights specified by the laws of the Russian Federation, the Articles of Association, and decisions adopted by the General Meeting of Shareholders within its competence.

Way of placement of securities:

Conversion of preferred registered uncertified shares of “Rostovenergo” into additional ordinary registered uncertified shares of “IDGC of the South”, JSC during the affiliation

Order of placing the securities:

The possessed by shareholders of “Rostovenergo”, JSC preferred shares are to be converted into additional ordinary shares of “IDGC of the South”, JSC according to the order and conditions specified in the contract on joining “Astrakhanenergo”, JSC, “Volgogradenergo”, JSC, “Kalmenergo”, JSC, “Kubanenergo”, JSC, “Rostovenergo”, JSC to “IDGC of the South”, JSC.

Preferred registered shares of “Rostovenergo”, JSC are converted into additional ordinary shares of “IDGC of the South”, JSC.

The amount of preferred registered shares of “Rostovenergo” converted into additional shares of “IDGC of the South”, JSC – 925 737 256 (nine hundred twenty five million seven hundred thirty seven thousand two hundred fifty six) pieces.

Coefficient of conversion of shares:

Into 1 (one) additional ordinary share of “IDGC of the South”, JSC with nominal cost 0.1 ruble per each is converted 44037/208859 of ordinary share of “Rostovenergo”, JSC with nominal cost 1 ruble.

If at calculation of the amount of shares of “IDGC of the South”, JSC that shareholder of “Rostovenergo”, JSC should receive in the result of conversion is factional then the fractional part of this number should be rounded according to the following rule:

· if the next symbol after comma is more than 5 or equal to 5, the second symbol after comma is increased by 1,

· if the next symbol after comma is less than 5 (0-4 inclusively) only round figure is taken into account;

· if in the results of rounding any of the shareholder was left without shares then such shareholder receives one share of “IDGC of the South”, JSC.

The following shares are not to be converted:

· own shares of “Rostovenergo”, including shares purchased from shareholders of “Rostovenergo” in accordance with article 75 of Federal law “On Joint Stock Companies;

· shares of “Rostovenergo”, JSC possessed by “IDGC of the South”, JSC;

· shares of “IDGC of the South”, JSC possessed by “Rostovenergo”, JSC 

Preferred registered shares of “Rostovenergo” are considered converted into ordinary registered shares of IDGC of the South”, JSC at the day of making a notice in the Unified registry of legal entities on termination of “Rostovenergo”, JSC activity on the basis of the registry of “Rostovenergo”, JSC shareholders as of the mentioned date.

Terms of placing the securities:

Date of making a notice in the Unified registry of legal entities on termination of activity of “Rostovenergo”, JSC 

Placement of securities is carried out by the issuer without involvement of persons rendering services on placement and/or organization of placement of securities.

The issuer do not plan to simultaneously with placement of securities propose for purchase previously placed (in circulation) securities of the same class, category (type).

Relating to all additional issues for which the Prospectus of securities was registered:

Issuer’s management body that approved the decision on the additional issue of securities and

the securities prospectus: Board of Directors of “IDGC of the South”, JSC.
Date of the adopted decision to approve the decision on the additional issue of securities and the securities prospectus: February 7, 2008.
Date and number of the minutes of the meeting of the issuer’s management body that adopted the decision to approve the decision on the additional issue of securities and the securities prospectus: Minutes No.8/2008 dated February 11, 2008

Relating to all additional issues for which the Prospectus of securities was registered:

By the decisions on additional issue of securities stake of securities in case of non-placement of which the additional issue is considered as invalid was not determined.

9.1.2. Additional Information Concerning Placed Bonds

Relating to all additional issues for which the Prospectus of securities was registered: for this type of securities the information is not provided

9.1.3. Additional Information Concerning Convertible Securities
Relating to all additional issues for which the Prospectus of securities was registered: placed by the issuer shares are not convertible securities

9.1.4. Additional Information Concerning Issuer’s Placed Options

Relating to all additional issues for which the Prospectus of securities was registered: for this type of securities the information is not provided

9.1.5. Additional Information Concerning Placed Mortgage-Backed Bonds

Relating to all additional issues for which the Prospectus of securities was registered: for this type of securities the information is not provided

9.1.6. Additional Information Concerning Russian Depositary Receipts

Relating to all additional issues for which the Prospectus of securities was registered: for this type of securities the information is not provided

9.2. Offering Price (Procedure for Determining the Offering Price) of Issue-Grade Securities

Relating to all additional issues for which the Prospectus of securities was registered: for this type of securities the information is not provided

9.3. Presence of preemptive right to acquire placed securities

Relating to all additional issues for which the Prospectus of securities was registered: absent

9.4. Limitations on the Acquisition and Trading of Placed Issue-Grade Securities

Limitations set by the issuer (in accordance with its charter) for the maximum amount of shares possessed by one shareholder are absent.

Limitations stipulated by issuer’s charter and legislation of Russian Federation for potential buyers-nonresidents and limitations on the stake of participation of foreign persons in authorized capital of the issuer are absent.

According to federal law “On securities market” and federal “On protection of rights and interests of investors at securities market the following is forbidden
- circulation of securities before their full payment and state registration of report on the issue;

- advertising and/or offering to  unlimited range of persons securities without providing full information that should be according to the legislation of RF provided.

Other restrictions determined by legislation of RF, constituent documents of the issuer for circulation of securities.
9.5. Information Concerning Changes in Prices of the Issuer’s Issue-Grade Securities

Relating to all additional issues for which the Prospectus of securities was registered:

Securities of the same type that place securities were not admitted for circulation by none of the organizers of trade at securities market.

9.6. Information Concerning Providers of Services in Relation to the Placement Arrangement and/or Placement of Issue-Grade Securities

Relating to all additional issues for which the Prospectus of securities was registered:

Placement of securities is carried out by the issuer without attraction of persons rendering services on placement and/or organization of securities.

9.7. Information Concerning the Range of Potential Acquirers of Issue-Grade Securities

Relating to all additional issues for which the Prospectus of securities was registered: for this type of securities the information is not provided

9.8. Information Concerning Securities Trading Institutors, Including Stock Exchange, Intended for the Placement and/or Trading of Placed Issue-Grade Securities

Relating to all additional issues for which the Prospectus of securities was registered:

Shares of present additional issues are placed by public offering via bidding organized by stock exchange or other organizer of trade at securities market.

Securities of the issue, in relation to which the placed securities are additional, are not circulating via exchange stock or other organizer of trade at securities market.

9.9. Information Concerning Possible Changes in Stakes Held by Shareholders in the Authorized Capital of the Issuer as a Result of Placement of Issue-Grade Securities

The specified amount is calculated by the issuer on basis of supposition that all securities that are in the process of placement will be placed.
The amount of reduce of participation stake of the shareholder in relation to the volume of authorized capital: stake 100% of “RAO UES of Russia” shareholder of the issuer may be reduced to 50.62 %.

The amount of reduce of participation stake of the shareholder in relation to the placed securities of the issuer: stake 100% of “RAO UES of Russia” shareholder of the issuer may be reduced to 50.62 %.

Placed securities converted into shares or stock options are absent.

9.10. Information Concerning Expenses Associated with the Issue of Securities

Expenses for paid state duty levied on the issue of securities in accordance with the tax laws of the Russian Federation:
	Issues of shares for conversion into them the shares of affiliated companies
	Par value of issue of securities 
	Expenses for paying state duty, rubles 
	Expenses for paying state duty, % from values of issue on nominal cost

	For conversion of ordinary shares

	“Astrakhanenergo”, JSC
	228 450 308.4
	22 000
	0.009

	“Volgogradenergo”, JSC
	2 032 903 938.6
	22 000
	0.001

	“Kalmenergo”, JSC 
	192 117 098.3
	22 000
	0.011

	“Rostovenergo”, JSC
	1 620 350 246.7
	22 000
	0.0013

	For conversion of preferred shares

	“Volgogradenergo”, JSC
	461 595 241.2
	22 000
	0.0047

	“Rostovenergo”, JSC
	439 062 302.5
	22 000
	0.005

	Total for payment of state duty
	132 000
	


Expenses incurred by the Issuer in connection with payment for services provided by consultants that participate (have participated) in preparing and conducting the issue of securities and for services provided to the Issuer in relation to the placement and/or placement arrangement of securities: absent, the issuer did not use services of consultants that participate (have participated) in preparing and conducting the issue of securities and for services provided to the Issuer in relation to the placement and/or placement arrangement of securities

Expenses incurred by the Issuer in connection with admission by the securities trading institutor of the Issuer’s securities to trading, including the inclusion of the Issuer’s securities on the stock exchange’s quotation list (listing): absent, as during th issue the admission of securities of the Issuer to trading is not planned 

Expenses incurred by the Issuer in connection with the disclosure of information in the process of issuing securities, including expenses related to the production of booklets and other printed materials connected with the issue of securities: no more than 360 000 (three hundred sixty thousand) rubles 00 kopecks (0.00072% from the volume of issue of all additional securities).

Expenses incurred by the Issuer in connection with the advertising of placed securities, securities market research, arranged and held investor meetings, and roadshows: absent

Other expenses incurred by the Issuer in connection with the issue of securities: absent

Thus, the total expenses incurred by the Issuer in connection with the issue of securities made up: 492 000 (four hundred ninety two thousand) rubles 00 kopecks (0.00099% from the volume of issue of all additional securities).

More detailed information on the expenses related to the issue of securities is not provided as at the present moment the Issuer cannot specify all kinds of expenses that may arise during the placement of additional shares.

All the expenses the issuer bears without attraction of third-parties.

9.11. Information Concerning the Methods and Procedure for Refunding the Funds Received as Payment for Placed Securities if the Issue (Additional Issue) of Issue-Grade Securities Is Held Abortive or Invalid or Otherwise as Provided for in the Laws of the Russian Federation

Relating to all additional issues for which the Prospectus of securities was registered: for this type of securities the information is not provided

X. Additional data on the issuer and on the equity securities floated by it:                 
10.1. Additional data on the issuer

10.1.1. Data on amount, structure of the authorized capital of the issuer

Amount of the Issuer’s authorized (share) capital (share fund) as of termination date of the last accounting period, rub: 10 000 000 (ten million) rubles

Total nominal value of ordinary shares: 10 000 000 (ten million) rubles

Total nominal value of preferred shares: preferred shares were not issued by the issuer.

Stake of ordinary shares in authorized capital: 100%

Stake of preferred shares in authorized capital: 0%

10.1.2. Data on change of the amount of the authorized (joint0stock) capital (share fund) of the issuer

From the moment of state registration of the issuer and up to the approving the prospectus the authorized capital did not change. 

10.1.3. Data on formation and use of the reserve fund, and also other funds of the issuer

The name of fund: the Reserve Fund

The amount of the fund established by constituent documents: 5 (five) percent of the authorized capital of the Company.

According to article 8 of the Charter:

8.1. The Company shall set up the Reserve fund in the amount of 5 (five) percent of the authorized capital of the Company.

The amount of obligatory annual allocations in the Reserve fund of the Company shall amount to 5 (five) percent of the net profit of the Company till the Reserve fund reaches the stated volume.

8.2. The Reserve fund of the Company shall be envisaged for covering the losses of the Company and repayment of the bonds of the Company and redemption of the Company’s shares should any other means be not available.

The Reserve fund shall not be used for any other purposes.

8.3. The Company shall be entitled to set up in accordance with the requirements of the legislation of the Russian Federation other funds ensuring its business and financial activity as the subject of civil circulation.

Information on forming and using Reserve fund as of 30.09.2007:

The amount of the fund established by constituent documents: 5 (five) percent of the authorized capital of the Company.

The amount of the fund in monetary terms 30.09.2007 – 0 rubles
The amount of the fund in% from the authorized capital as of 30.09.2007 - 0 %

Allocations to reserve fund during 2007 - 0 rubles
The reeve fund was not used from the moment of establishing the legal entity up to the date of approving the prospectus. Other funds were not formed. 

10.1.4. Data on the order of convocation and carrying out of the meeting (proceedings) of the supreme body of management of the issuer

The name of the supreme governance body of the issuer: General Shareholders Meeting.
According to article 11 of the issuer’s Charter:

11.1. During the period of holding by “RAO UES of Russia” 100% of Company’s voting shares the decisions related to the competence of General meeting of Company’s shareholders are adopted by the management of “RAO UES of Russia” and are announced to the Company in order determined by internal documents of “RAO UES of Russia”.

11.2. in terms no earlier than in two months and no later than 6 months after the end of the financial year General meeting of Company’s shareholders  should adopt decisions on the following items:

- on electing Company’s Board of Directors;

- on electing Company’s Auditing committee;

- on approving Company’s Auditor;
- on approving annual reports, annual accounting report, profit and loss statement.

11.3. Meetings of shareholder held apart from General meeting of shareholders are considered as extraordinary.

11.4. Extraordinary General meeting of shareholders is carried out by the decision of shareholder on the basis of shareholder’s own initiative, by Company’s BoD decision, by demand of Auditing committee or Company’s Auditor.

11.5. General meeting of shareholders convened by the decision of Company’s BoD, by demand of Auditing committee or Company’s Auditor should be convened within 40 days from the moment of producing the demand on holding extraordinary General meeting of shareholders.

11.6. Order of convening General meeting of Company’s shareholders by Company’s BoD as well as on demand of Auditing committee or Company’s Auditor is determined by General meeting of Company’s shareholders.

Taking into account that all voting shares of the issuer belong to one shareholder (“RAO UES of Russia”) this shareholder adopts all decisions related to the competence of general meeting of shareholders.

10.1.5. Data on the commercial organizations in which the issuer owns at least 5 percent of the authorized (joint-stock) capital (share fund) or at least 5 percent of ordinary shares

The issuer did not participate in commercial organizations from the moments of its establishment. 
10.1.6. Data on the essential transactions made by the issuer.
For the period from the date of state registration of the Issuer to the date of approval of the Prospectus, the Issuer closed essential transactions obligations under each of them amounts at least 10% of the Issuer’s balance sheet asset according to Its financial statements of the last complete accounting period preceding the transaction.

Data on major transactions made by the issuer in quarter III, 2007 (data on transactions made later quoted for reference):

	Date of transaction
	04.10.2007

	Subject of transaction
	Delegation of authority of a sole executive body of “Astrakhanenergo” JSC to “IDGC of the South” JSC, the managing company

	data on meeting requirements concerning state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	transaction price in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction 
	Price of service of Managing company comprises two parts:

3) 3275 132 rubles 48 kopeks a month, inclusive of 499 596 rubles 50 kopeks VAT;

4) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 52% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in October 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 

	other data on the transaction made, which may be specified by the Issuer at Its discretion
	absent


	date of transaction
	05.10.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Volgogradenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

3) 9 450 860 rubles 72 kopeks a month, inclusive of 1 441 656 rubles 72 kopeks VAT;

4) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 150% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in October and November of 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 

	other data on the transaction made, which may be specified by the Issuer at Its discretion
	absent


	date of transaction
	14.09.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Kubanenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

1) 24 954 554 rubles 73 kopeks a month, inclusive of 3 806 627 rubles VAT;

2)  variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 441% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007.

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 

	other data on the transaction made, which may be specified by the Issuer at Its discretion
	absent


	date of transaction
	30.09.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Rostovenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

3) 9 255 rubles 09 kopeks a month, inclusive of 1 411 888 rubles 44 kopeks VAT;

4) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 126% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in September, October, November and December of 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


	date of transaction
	29.09.2007

	subject and other essential conditions of the transaction
	Delegation of authorities of sole executive authority of “Kalmenergo” JSC to “IDGC of the South” JSC, managing company

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	Price of service of Managing company comprises two parts:

3) 1 431 876 rubles 79 kopeks a month, inclusive of 218 421 rubles 90 kopeks VAT;

4) variable component of service price, which shall be calculated according to indicators of distribution grid company activity.

As long as the issuer represents data as on 30.09.2007 in the prospectus, data on sums actually paid to the issuer as managing company according to the contract shall not be disclosed.

Taking into consideration contract valid until 01.04.2008 (approximate date of affiliation of “Astrakhanenergo” to “IDGC of the South” JSC), sum of the transaction with immediate constituent of remuneration for the managing company  taken into account only, amounts 20% of the issuer’s balance sheet asset value.   

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is performing authorities of a sole executive body within the company, terms of fulfilling the issuer’s obligations under the transaction was not determined as a precise date; the contract validity period is one year since the moment of the contract signing with the condition of renewal. Term of fulfilling obligations by the contractor, as to the issuer’s service payment, is not later than on the 25th of current month; term of fulfilling obligations under paying variable component of the issuer’s services cost shall be fixed separately according to order provided for by annex No. 1 to the Contract.

Data on fulfillment of obligations under contract by the contractor are not pointed out because the issuer did not pay the services as on the last reporting date, 30.09.2007 (the transaction was closed in quarter IV, 2007).

In accord with paragraph 3, point 7.2. of the Contract, managing company shall send Certificate of services rendered to the Company on or before the 10th of month following the accounting one. The services are considered rendered after signing certificate of services rendered by Chairman of the Company’s Board of Directors and Director General of Managing company.

Parties to the contract had signed certificates of services rendered in September, October and November of 2007 as on moment of the prospectus approval.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


	date of transaction
	16.07.2007

	subject and other essential conditions of the transaction
	Rendering consulting services to “IDGC of the Center and Northern Caucasus” JSC, the consumer, by “IDGC of the South” JSC, the provider.

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In compliance with requirements of RF legislation the contract is not subject to state registration and notarial certification  

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	55 779 562.25 rbs, inclusive of 18% VAT. Or 151% of the issuer’s balance sheet asset. 

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	Making allowance for subject of the contract, which is rendering consulting services, terms of fulfilling the issuer’s obligations under the transaction, was not determined as a precise date; the contract is valid before 30.09.2007.

Term of fulfillment contractor’s obligations to pay for the issuer’s services is monthly on or before the 30th of the current month.

In accord with item 3.1., provider shall submit service delivery and acceptance certificate to consumer on or before the 1st of month following the accounting one. The moment the consumer signs service delivery and acceptance certificate shall be considered the moment of fulfilling the provider’s obligations (item 3.5.of the Contact).  

Parties to the contract had signed service delivery and acceptance certificates referring to services provided in July, August and September of 2007.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


	date of transaction
	01. 08.2007

	subject and other essential conditions of the transaction
	Transferring non-living premises as office space to “IDGC of the South” JSC, the lessee, into temporary possession and use by “Rostovenergo” JSC, the lessor. 

	data on meeting requirements of state registration and/or notarial certification of the transaction in cases provided for by legislation of the Russian Federation
	In view of the fact that the lease contract was closed for less than one year, the transaction is unneedful of the state registration in accord with item 2, clause 651 of Civil Code of the Russian Federation   

	Price of transaction in terms of money and in per cent of the Issuer’s balance sheet asset value as on ending date of the last complete accounting period preceding the date of the transaction
	4 955 137 rbs, inclusive of 18% VAT or 14% of the issuer’s balance sheet asset. 

	terms of fulfillment of obligations under the transaction and data on fulfilling the obligations
	According to item 4.4. of the contract leasing fees shall be paid by lessee monthly on the basis of bill prepared by lessor within 10 days after receiving the bill from the lessor by way of transfer of money to the account of the lessor. 

Since the issuer depicts the data as on 30.09.2007 in the prospectus, data on sums paid to the lessor under the contract shall not be specified.

	in case there is arrear in fulfillment of obligations under the transaction on the part of contractor or issuer, causes of such an arrear (if the issuer knows them), consequenses for the contractor or the issuer as well as punitive penalties , provided for by the transaction terms shall be specified  
	Arrear in fulfillment of obligations on the part of the contractor or the issuer is absent.

	data on classifying the transaction made as a major transaction as well as on approving the transaction made by the issuer’s executive office
	The transaction is a major one and an interested party transaction at the same time. According to article “On Joint-Stock Companies” No. 79 ФЗ, regulations of the law about approving interested party transactions shall be applied to the transaction in question.

According to item 2, article “On Joint-Stock Companies” No. 81 of Federal Law, the transaction in question did not require approval on the part of authorized executive bodies of the Issuer as the only shareholder of the Issuer is interested in the transaction. 


Other major transactions (groups of related transactions) were not made by the Issuer in quarter III, 2007. 
10.1.7. Data on credit ratings of the issuer.
The credit ratings were not assigned to the Issuer and its securities during the period starting from the moment of state registration of the issuer as legal entity and up to the date of approving the securities prospectus.

10.2. Data on each category (type) of the issuer's shares

Category of shares: ordinary;

Par value of each share: 0.1 ruble;

Number of shares in circulation: 100 000 000 (one hundred million) shares.

Number of ordinary shares in process of placement: 0

Number of announced shares Количество объявленных акций: 80 789 200 000 (eighty billion seven hundred eighty nine million two hundred thousand) shares.

Number of shares at issuer’s balance: none of such shares.

Number of additional shares that may be placed in the results of conversion of placed securities: such shares are absent.

State registration number and date of registration of the issue: 1-01-34956-Е dated 20.09.2007

Rights of the shareholders:

Rights attaching to each security of the issue: According to paragraph 6.2 of Article 6 of the

Articles of Association, any holders of the Company’s ordinary shares shall have the following rights:

· take part in the Company’s General Meeting of Shareholders with a right to vote on all issues falling within its competence in person or by proxy;

· introduce propositions to the agenda of general meeting in order stipulated by legislation of RF and current Charter;

· receive information on Company’s activity and study the documents of the Company as per the article 91 of Federal law “On Joint Stock Companies”, other legal documents and current Charter

· receive a portion of the net profit (dividends)

· enjoy the preemptive right if the Company makes a public placement of additional shares or issue-grade securities convertible into shares in proportion to the quantity of shares of that category (type) that they hold where specified by the laws of the Russian Federation;

· receive some of the Company’s property (liquidation value) in accordance with the procedure provided for in the laws of the Russian Federation and the Articles of Association;

· exercise other rights specified by the laws of the Russian Federation, the Articles of Association, and decisions adopted by the General Meeting of Shareholders within its competence.

There are no preferred shares in the Company.

10.3. Data on the previous issues of securities of the issuer except for the shares of the issuer

The issuer did not previously issue the securities except its shares. 
10.4. Information on the person (people) who gave guarantee under the issued bonds.
There is no information as the issuer did not issue bonds.

10.5. Conditions of provision of execution of obligations under bonds of the issue.
There is no information as the issuer did not issue bonds.

10.6. Information on the organizations that perform registration of the rights to the issued securities of the issuer.  

	Person who keeps register of the owners of the issuer’s nominal securities
	registrar

	Full firm name of the registrar
	Central Moscow Depositary open joint-stock company

	Short firm name of the registrar
	JSC CMS or JSC Central Moscow Depositary

	Address of the registrar
	3B, Orlikov lane, Moscow, 107078

	Number of licence for activity of keeping of the register of the securities owners
	10-000-1-00255

	Date of giving out of the specified licence
	13.09.2002

	Validation term of the specified licence
	For an indefinite term

	Authority that gave out the specified licence
	Federal Financial Markets Service of Russia

	Other information on the keeping of the register of the owners of the issuer’s nominal securities provided by the issuer at its sole discretion
	Postal address of the registrar: 34 (8), Bolshaya Pochtovaya St, Moscow, 105082

Tel./fax: (495) 221-13-34, 221-13-30, 221-13-33, (495) 221-13-83

E-mail address of the registrar: dr@mcd.ru


In the accounting quarter the securities of the issuer were not stored centrally

10.7. Data on the acts regulating issues of import and export of the capital which can affect payment of dividends, interest and other payments to non-residents.
The main acts regulating import and export of the capital are:

1. RF Civil Code (part one) dd 30.11.1994 No. 51;

2. RF Tax Code (part one) dd 31.07.1998 No. 146 (articles 11, 45);

3. RF Tax Code (part two) dd 05.08.2000 No. 117 (articles 207, 208, 215, 224, 284, 310, 312);

4. Federal law dd 26.12.1995 No. 208 “On Joint Stock Companies” (ст.ст. 42, 43);

5. Federal law dd 22.04.1996 No. 39 “On Securities Market”;

6. Federal law dd 05.03.1999 No. 46 ” On Protection of Rights and Legal Interests of Invetors at Securities Market”;

7. Federal law dd 25.07.2002 No. 115 “On Legal Rights of Foreign Citizens in Russian Federation”;

8. Federal law dd 26.10.2002 No. 127 “On Insolvency (Bankruptcy)”;

9. Federal law dd 10.12.2003 No. 173 “Concerning Currency Regulation and Currency Control”;

10. Federal law dd 07.08.2001 No.115 “Concerning the Counteraction of the Legitimization {Laundering} of the Proceeds of Crime and the Financing of Terrorism”

11. Order of FCSM of Russia dd 02.10.1997 No.27 “On approving Regulation on Keeping the registry of securities holders”.

10.8. Description of the order of taxation of incomes on the issuer's securities that were placed or are being placed now.
Taxation of incomes of physical persons under the placed securities is in the form of dividends.

Tax rates

	
	Legal entity
	Natural persons

	Income
	Residents
	Non-residents
	Residents
	Non-residents

	From securities sale
	24% (6.5% -to federal budget, 17.5% - regional budget)
	20%
	13%
	30%

	Dividends
	9%
	15%
	9%
	15%


	I Taxation of incomes of physical persons under the placed securities in the form of dividends

	No.
	Categories of security holders

	
	Physical persons – RF tax residents
	Physical persons who gain income from sources situated in RF and are not RF tax residents

	Name of the income on the placed securities
	Dividends

	Name of the securities income tax
	Tax on income of physical persons

	Tax rate
	9%
	15% 

	Oder and terms of tax payment 
	The duty to subtract the sum of the tax from the income of the tax bearer and to discharge it to the corresponding budget is imposed to a Russian organization which is a source of income of the tax bearer in the form of dividends (tax agent).

The accrued sum of the tax is subtracted directly from the income of the tax bearer at their actual payment. Tax agents are obliged to list the sums of the calculated and retained tax not later than the day of actual receipt of cash money resources in the bank for income payment, and also the day of the income transfer from the accounts of tax agents in bank into the accounts of the tax bearer or, under the commission, into the accounts of the third parties in banks.

	Peculiarities of taxation order for this category of security holders
	Total sum of the tax is calculated as product of the tax rate and the difference between the sums of dividends that are subject to distribution between shareholders - residents, and the sum of the dividends received by the tax agent for the accounting period. In case the received difference is negative, the tax may not be paid, and there is no compensation from the budget. The sum of the tax which is subject to deduction from incomes of the tax bearer - recipient of dividend – is calculated on the basis of the total sum of the tax and the part of each tax bearer’s dividend in the total sum of dividends.
	Elimination of the double taxation. For remission of tax payment, carrying out offset, reception of tax deductions or other tax benefits, the tax bearer should submit official documents to the tax bodies of the Russian Federation that show that he/she is a resident of the state with which during the corresponding tax period (or the parts) the Russian Federation concluded a contract (agreement) on avoidance of double taxation, and also the document on the received income and on payment of the tax by him/her outside of the Russian Federation approved by the tax body of the corresponding foreign state. Such documents may be presented both before tax payment and within one year after the termination of the tax period by the results of which the tax bearer applies for remission of the taxation, tax deductions or benefits.

	Legal and standard acts that stipulate the taxation order of this income
	Tax Code of the Russian Federation, chapter 23 Tax on income of physical persons (revised and amended).

	II Taxation of incomes of physical persons under the placed securities conversion.

	No.
	Categories of security holders

	
	Physical persons – RF tax residents
	Physical persons who gain income from sources

situated in RF and are not RF tax residents

	Name of the income on the placed securities
	Income (loss) from securities conversion calculated as a difference between the sums received from securities conversion and costs for acquisition, use and storage of securities made by the tax bearer and presented in the documents.

	Name of the securities income tax
	Taxes on incomes of physical persons

	Tax rate
	13%
	30%

	Order and terms of tax payment
	Total sum of the tax to be paid in the budget is calculated on the basis of the tax declaration and paid to the residential place of the tax bearer no later than 15 July of the year following the past tax period

	Peculiarities of taxation order for this category of security holders
	
	Elimination of the double taxation. For remission of tax payment, carrying out offset, reception of tax deductions or other tax benefits, the tax bearer should submit official documents to the tax bodies of the Russian Federation that show that he/she is a resident of the state with which during the corresponding tax period (or the parts) the Russian Federation concluded a contract (agreement) on avoidance of double taxation, and also the document on the received income and on payment of the tax by him/her outside of the Russian Federation approved by the tax body of the corresponding foreign state. Such documents may be presented both before tax payment and within one year after the termination of the tax period by the results of which the tax bearer applies for remission of the taxation, tax deductions or benefits.

	Legal and standard acts that stipulate the taxation order of this income
	Tax Code of the Russian Federation Chapter 23 “Tax on income of physical persons”.

	III Taxation of juridical bodies’ income from securities placed in the form of dividends.

	No.
	Categories of security holders

	
	Juridical bodies – tax residents of the RF
	Foreign juridical bodies who gain income from sources situated in RF and are not RF tax residents

	Name of the income on the placed securities
	Dividends

	Name of the securities income tax
	Income tax

	Tax rate
	9% or 0% (on conforming to conditions of c.3 art.284of the Tax Code of the RF)
	15%

	Order and terms of tax payment
	Taxes from income in the form of dividends are collected from the source of this income and transferred to the budget by the tax agent who performed payment within ten days from the day of the income payment

	Peculiarities of taxation order for this category of security holders
	Total sum of the tax is calculated as product of the tax rate and the difference between the sums of dividends that are subject to distribution between shareholders - residents, and the sum of the dividends received by the tax agent for the accounting period. In case the received difference is negative, the tax may not be paid, and there is no compensation from the budget. The sum of the tax which is subject to deduction from incomes of the tax bearer - recipient of dividend - is calculate on the basis of the total sum of the tax and the part of each tax bearer’s dividend in the total sum of dividends.
	In case Russian organization - tax agent pays dividends to the foreign organization and (or) to a physical person who is not a resident of the Russian Federation, the tax base of the tax bearer - recipient of dividend on each such payment is calculated as the sum of the paid dividends, and a rate set accordingly by subitem 2 of item 3 of section 284 (15 %) or item 3 section 224(15 %) of the Tax Code of the Russian Federation is applied to it. 

Elimination of double taxation.

At submitting documents by the foreign organization to the tax agent that prove that this foreign organization has permanent establishment in the state with which Russian Federation has international contracts regulating issues of taxation concerning income on which the international contract provides a preferential mode of taxation in the Russian Federation, before the date of the income payment, the source of payment is remitted from tax deduction or tax is deduced under lowered rates.

	Legal and standard acts that stipulate the taxation order of this income
	Tax Code of the Russian Federation, chapter 25 “Tax on income of organizations”

	IV Taxation of income of juridical bodies under the placed securities conversion

	No.
	Categories of security holders

	
	Juridical bodies – tax residents of the RF
	Foreign juridical bodies who gain income from sources situated in RF and are not RF tax residents

	1. Name of the income on the placed securities
	Income from security conversion operations
	Income from sale of shares of Russian organizations, more than 50% of whose assets consist of real estate situated on the territory of the RF

	2. Name of the securities income tax
	Income tax

	3. Tax rate
	20%
	20%

	4. Order and terms of tax payment
	Sum of the tax by the results of the tax period is calculated by the tax bearer independently. The tax that is subject to payment after the tax period is paid not later than March 28 of the year following the expired tax period. Quarterly advance payments are paid no later than 28 days from the date of termination of the quarter. Monthly advance payments are paid in time no later than the 28th day of each month of this accounting period. Tax bearers who pay monthly advance payments on actually received profit pay advance payments no later than the 28th day of the month following the month by results of which tax calculation is made. According to the results of the accounting period, sums of monthly advance payments are set off at payment of quarterly advance payments. Quarterly payments are set off on account of payment of the tax according the results of the tax period. 
	The obligation of determining the sum of the tax, deduction of this sum from the incomes of the tax bearer and tax transfer in the budget is imposed to a Russian organization or a foreign organization that performs activity in the Russian Federation through permanent establishment and pays the specified income to the tax bearer.

	5. Peculiarities of taxation order for this category of security holders
	
	At submitting documents by the foreign organization to the tax agent that prove that this foreign organization has permanent establishment in the state with which Russian Federation has international contracts regulating issues of taxation concerning income on which the international contract provides a preferential mode of taxation in the Russian Federation, before the date of the income payment, the source of payment is remitted from tax deduction or tax is deduced under lowered rates.

	6. Legal and standard acts that stipulate the taxation order of this income
	Tax Code of the Russian Federation, chapter 25 “Tax on income of organizations”


10.9. Information on the declared (accrued) and on paid dividends under the issuer's shares

 and also on incomes under the issuer's bonds.
From the moment of state registration and up to the date of approving the prospectus the Issuer did not announce or pay out dividends on shares. The issuer did not issue bonds and did not announce or pay out dividends on bonds.

10.10. Other data disclosed in the quarterly report according to requirements of the regulations about the information policy of IDGC of South
The appendix to the Prospectus includes:

· Accounting policy of the issuer for 2007

· Accounting (financial) report for 9 months of 2007, auditor’s opinion

Other data on the issuer and securities, which disclosure is stipulated by Federal law “On securities market” or by other federal laws, is absent.
Appendix 1. Accounting policy of the issuer 2007

Open Joint Stock Company

Interregional Distribution Grid Company

of the South

“IDGC of the South”, JSC

Order

17.08.2007


     Rostov-on-Don



No.23







On accounting policy of “IDGC of the South” for 2007

According to 
paragraph 3 article 5 of Federal law No.129 dated 21.11.1996 “On accounting”, subparagraph 3.3 of Recommendations on making and disclosing the accounting report approved by RF Ministry of Finances No.112 dated 30.12.1996 “Accounting policy of organization”, approved the by order RF Ministry of Finances No.60 dated 09.12.1996, Tax Code of Russian Federation,

order to:

1. approve the Regulation on accounting policy of “IDGC of the South”, JSC for 2007 and plan of accounts of “IDGC of the South”, JSC as per appendixes 1and 2
2. to managers and chief accountants of Distribution Grid Companies to follow the approved accounting policy of “IDGC of the South”, JSC and working plan of accounts.

3. to approve schedule of documents circulation for accounting an tax purposes at “IDGC of the South”, JSC in accordance with appendix 3.

4. to Savin G.G., Chief accountant, to provide application of key elements of accounting policy by all branches of “IDGC of the South” , JSC.

5. to order Savin G.G., Chief accountant, to control the implementation of the order  
	Acting director general
	Brizhan V.V.


Savin G.G.
(861) 219 63 58

Appendix 1 

To the order of “IDGC of the South”, JSC

Dated 17.08.2007

Regulation on accounting policy of the South” for 2007

1. GENERAL PROVISIONS

1.1 The present regulation is extended for “IDGC of the South”, JSC. Directors and employees of all structural subdivisions, departments, services and sectors of “IDGC of the South”, JSC that are responsible for producing to the accounting department the source documents and other accounting information should follow this regulation.

1.2 Other administrative documents of “IDGC of the South”, JSC should not contradict the present regulation.

1.3 “IDGC of the South”, JSC (hereafter – the Company) organizes and keeps accounting, makes accounting report in accordance with Federal law No.129-ФЗ 21.11.1996 “On Accounting” and other regulatory documents from the sphere of accounting. 

2. ORGANIZATIONAL AND TECHNICAL ASPECTS OF ACCOUNTING POLICY

2.1. Accounting and tax records in the Company shall be maintained by the structural subdivision – Accounting Department headed by the head of department – the Chief Accountant. 

3. Pattern of accounts, rules of documents circulation, technology of processing accounting information and 


3.1 The documents of the Company’s accounting policy shall include the present regulation, the regulations on accounting policy for taxation purposes, standard working chart of accounts of business accounting, the schedule (rules) of document circulation.

3.2 To keep t he accounting a working plan of accounts issued that is worked out in the basis of pattern of “RAO UES of Russia” accounts. The working plan of Company’s accounts is made in accordance with Plan of accounts approved by order of RF ministry of Finances No.94 dated October 31, 2000 and with regard of functionality of software used in “IDGC of the South”, JSC for keeping the accounting. 

3.3. Registers of the Company shall be prepared in format maintained by the software suite on the basis of which bookkeeping is carried out in the Company

3.4. Rules of documents circulation in the Company are related by schedule of documents circulation. The schedule of documents circulation fixes terms, procedure and amount of source documents submitted to accounting department by other structural subdivisions – departments, services, sectors of “IDGC of the South”, JSC and its separated subdivisions. Terms and amount of presenting accounting and tax report of “IDGC of the South”, JSC to particular state bodies are not fixed by the schedule of documents circulation in the Company as they are fixed by legislation. 

3.5 To register facts of business activity the Company uses pattern forms if source documents determined by State committee of RF on statistics, RF Ministry of Finances and other authorized bodies of executive power. Documents that do not have pattern forms are made by the Company’s decision.

3.6 Basic rules of keeping the accounting and recording business operations correspond to Regulation on keeping of accounting and accounting reporting in RF with regard of industry sector peculiarities adopted and depicted in documents and other orders of “IDGC of the South”, JSC.

3.7 The annual accounting report is to be studied and approved by general meeting of shareholders and is to be submitted in terms and by addresses determined by article 15 of Federal law No.129 dd November 1996 “On accounting”.

3.8 The annual accounting report of the Company is published not later than June 1 of the year following the reporting year.

3.9 The content of registries of accounting and tax accounting, forms of internal accounting report is a commercial secret. Persons admitted to commercial sector should keep it. For its disclosure the person bears responsibility set by internal orders of “IDGC of the South”, JSC and legislation of RF.

3.10 Top managers of “IDGC of the South”, HSC have right of signing the initial accounting documents.

3.11 Documents of business operations that presuppose cash flow are to be signed by Director general and Chief accountant as well as by persons or other authorized in accordance with letter of attorney.

3.12 Accounting of property, liabilities and business operations is carried out in rubles and kopecks.

4. Procedure for taking inventory of property and obligations

4.1 Inventory of property and obligations shall be carried out by the Company in accordance with art.12 of the Federal law dated No.129-ФЗ 21.11.1996 “On Accounting” and Methodological instructions on taking inventory of property and liabilities approved by the order of the Ministry of Finance of the RF No.49 dated 13.06.1995 for the purpose of ensuring the adequacy of accounting and reporting data. 

4.2. The order and terms of performing inventory of property and obligations are set by the order of “IDGC of the South”, JSC Director general.

5. RECORDING OF FIXED ASSETS

5.1 Recording of Company’s fixed assets shall be maintained in accordance with the Regulations on accounting “Recording of Fixed Assets” (RAS 6/01) approved by the Order of the Ministry of Finance of Russia No.26н dated 30.03.2001 with the ensuing changes and additions.

The assets in relation to which the aforementioned conditions are applied to, at the cost of no more than 10000 rubles for one unit, shall be recorded as a part of inventories, with the exception of electric grid equipment, mobile and radio stations, the sources of backup power supply.

5.2 Depreciation on facilities of fixed assets is carried out in linear method with regard of terms of useful operation of the facilities. Depreciation is charged in accordance with regulation of RF Government No.1 dd 01.01.2002 “On classification of fixed assets included in depreciation groups”. 

5.3 Fixed assets shall be included for accounting purposes in consideration of original cost determined depending on the way of receipt – acquisition for payment, in-house asset formation (construction), gratis receipt etc.

5.4 Writing off the fixed assets should be carried out in form determined by legislation on the basis of order of the Company on writing them off. 

5.5 Accounting of rented fixed assets is carried out by inventory numbers bound by the Company.

6. RECORDING OF INTANGIBLE ASEETS

6.1 Accounting of intangible assets is performed in accordance with RAS 14/2000 approved by the order of RF Ministry of Finances No.91н dated 16.10.2000.

6.2 Amortized deductions related to all types of intangible assets shall be made based on the straight-line method.

6.3 The amortized deductions related to intangible assets shall be recorded in accounting statements of the reporting year that they refer to and shall be accrued irrespective of the results of organization’s activities in the reporting period. The accrual of amortization shall be carried out monthly in a special account 05 “Amortization of Intangible Assets”.

7. RECORDING OF FINANCIAL INVESTMENTS

7.1 Accounting of financial investments is carried out in accordance with RAS 14/2000 approved by the order of RF Ministry of Finances No.91н dated 16.10.2000.

7.2 Analytical recording of financial investments shall be performed in relation to short-term and long-term financial investments. Investments made with the intention to earn revenue from them in the period of more than a year shall be referred to long-term financial investments. Other financial investments shall be regarded as short-term ones.

7.3 The company does not from the provision for devaluation of financial investments.

7.4 Investments in authorized capitals of other organizations are considered and financial investments and are depicted in accounting lines in sum of actual expenses.

7.5 Interests on securities are accrued for each month of completed reporting period in accordance with terms of contract and written off for other revenues (expenses).
7.6 “IDGC of the South”, JSC does not perform calculation of estimation of provided loans on discount cost.

7.7 All costs directly connected with purchase of assets as financial investments are included in initial cost of financial investments. 

8. INVENTORY RECORDING 

8.1 Accounting balance of inventory is carried out in accordance with RAS 5/01 approved by the order of RF Ministry of Finances No.44н dated 09.06.01.

8.2 Inventories written off to production, sold to outside parties, retiring because of some other grounds shall be evaluated at the average prime cost of each stock category of an operating development.
8.3 The following assets shall be recognized as inventories:

- used as materials for rendering the services of transfer and transit of electric power, technological support for the works performance (production of outputs aimed at selling) including special instrument, special implements, special equipment, working clothes;

- intended for selling – goods;

- used for administrative needs of the Company.

8.4 Materials shall be taken on discount (be recorded) in the account 10 “Materials” at the actual prime cost of their acquisition (provision).

8.5 Analytical accounting of materials is carried out by number-sum method. 

8.6 Nomenclature number or affinity group (depending on the type of inventories) is considered to be an accounting unit of inventories.

8.7 Goods acquired for selling shall be evaluated at their purchase cost. 

8.8 When carrying out retail trade inventory accounting shall be kept in consideration of sale price with the usage of account 42 “Trade Margin”.

8.9 Transport costs are included in actual cost price of goods.

9. RECODING EXPENSES FOR FUTURE PERIODS

9.1 The following expenses are related to expenses occurred in the reporting period but used by the Company during a particular period:
- employees’ insurance

- purchase of software programmes

- licenses for particular activities

- vacation pay

-other expenses related to the expenses for future periods

9.2 Expenses for future period are written off during the period of their usage.

9.3 Term for expenditure in future periods for which the useful life is not defined is fixed by commission appointed by the local regulatory act of “IDGC of the South”, JSC 
9.4 provisions for future vacation payments, annual remuneration for long-service, for bonuses by the results of the year, repair and other provisions for covering unexpected expenses are not made.
10. RECORDING OF ACCOUNTINGS, OTHER ASSETS AND LIABILITIES

10.1 Accounts receivable are determined in relation to prices fixed by the contracts. Accounting receivable is considered as short-term if the term of the redemption is less than 12 months. Other accounts receivable are considered as long-term. 

10.2 Provisions on doubtful debts are not provided by the Company.

10.3 Other assets of “IDGC of the South”, JSC are regarded as actual costs for the moment of its adoption

10.4 Accounts payable on credits and loans are recorded in the report with the regard of interests payable by the end of the reporting period.  

10.5 additional expenses related to receiving of loans and credits are included in expenses of the reporting period during which they were performed.
10.6 Accrual of interest payable on loan obligations are recorded in those reporting periods to which these payments are related according to the contracts
10.7 Accounting of operations connected with issue of obligations is performed on 67 account “Accounts on long-term credits and loans”
10.8 Debt of organization to lenders provided with own bills is recorded on account 66 “Accounts on short-term credits and loans” for short-terms and on account 67 “Accounts on long-term credits and loans” for long-term.
10.9 Transferring of long-term liability to short-term is not performed

10.10 When issuing the bonds to make cash loan the sum of interests due to be paid to a bondholder or a discount shall be included in sundry expenses. These sundry expenses shall be recognized by the Company at the moment of their accrual. The total sum of interests due to be paid shall be charged for the past month on the last working day of each month. The Company shall not recognize these expenses as deferrals.

10.11 Sum of deferred of tax asset and deferred tax liability are presented in accounting report in details
11. RECORDING OF FINANCIAL RESULTS
11.1 Recording of financial results is carried out separately for each type of activity:

11.2 Revenues form principal activities are those from rendering services on management and other types of types of activities.
11.3 Management and administrative expenses are recorded on account 26 “Administrative expenses”. These expenses are considered as management expenses and written off in the reporting period for the account 90 “Sales”
11.4 Revenues related to leasing of Company’s assets are recorded as sundry expenses.

11.5 Indirect costs are distributed proportionally to revenues by types of activity.

11.6 Expenses for repair of fixed assets are included in cost price of products. The repair fund is not formed.
11.7 Revenues and expenses are considered in the accounting by reference to assumption of the accrual basis of accounting, which presuppose inclusion to the accounting of Company’s business facts in the period during which they took place.
11.8 Recalculation of revenues and expenses in foreign currency is carried out according to currency rate of Central Bank of RF actual as of the date of making the transaction.
11.9 Cost of banknotes in box office and assets on the accounts of credit organizations, expressed in foreign currency, is recalculated as of the date of making the transaction and date of making accounting report.

11.10 Usage of net profit of the organization is to be approved by general meeting of shareholders. The composition and purpose of funds created from net profit is to be determined by constituting documents of the Company.

11.11 Expenses for social needs are recorded on account 91 “Sundry revenues and expenses” and are included in sundry expenses.
11.12 Property tax in recorded on account 24 “Administrative expenses”

12. RECORDING OF EXPENSES FOR RESEARCH AND DEVELOPMENT, DESIGN AND TECHNOLOGICAL WORKS
12.1 Accounting of expenses for R&D, design and technological works is carried out in accordance with RAS 17/02 approved by the order of RF Ministry of Finances No.115н dated 19.11.2002.

12.2 Recording of expenses for R&D, design and technological works which results are used at production (fulfilling works, rendering services) or for administrative needs is carried out on the account 04 “Intangible assets” in correspondence with account 08 “Investments in non-current assets”.
12.3 Analytical accounting is carried out for each inventory object: completed R&D, design and technological work.

12.4 Writing off the expenses for each facility of R&D is carried out in linear method.

 12.5 Term of writing off the expenses for R&D facility that gave positive result is determined by Company’s commission by reference to expected term of using R&D work.
13. INFORMATION ON SEGEMNTS

13.1 According to RAS 12/2000 approved by the order of RF ministry of Finances No.11н dated 27.01.2000 the Company considers its activity as a unified operational and geographic segment.
14. EVENTS AFTER THE REPORTING DATE

14.1 In accordance with RA 7/98 “Events After the Reporting Date” the Company shall record in the accounting statements the events after the reporting date which have exerted or can exert influence on the financial condition, cash flow or on the results of Company’s functioning and which took place in the period between the reporting date and the date of signing the accounts of a reporting year.

14.2 Events after the reporting date shall be recorded in accounting statements by means of ascertainment of data on corresponding assets, liabilities, capital, receipts and expenditures of the Company and the corresponding information shall be disclosed in the explanatory note.

14.3 To evaluate in money terms the consequences of an event after the reporting date the corresponding computation shall be carried out and the evidence of such computation shall be ensured. The calculation shall be executed by a structural subdivision (department, service, section) to which, in accordance with the functions performed, this event refers.

15. CONTINGENCY
15.1 According RAS 8/01 approved by the order of RF Ministry of Finances No.96н dated 28.11.2001 contingencies are recorded in accounting report of the Company regarding which arises the ambiguity.
15.2 Contingent liabilities (losses) shall be recorded in synthetic and analytic accounting as summary turnovers of the reporting period prior to the approval of the annual accounting report by building up the reserves. Contingent assets shall not be recorded in accounting but the information about them shall be disclosed in the explanatory note. Disclosure in the accounts of information on contingent facts shall be carried out on the basis of computation made by a structural subdivision (department, service, section) to which in accordance with the performed functions this event refers.

16. INFORMATION ON DISCONTINUED OPERATION

16.1 The procedure for disclosure of information on discontinued operation including the information produced in consequence of Company’s reorganization shall be carried out in accounting statements in accordance with RA 16/02 “Information on Discontinued Operation”, approved by the order of the RF Ministry of Finance No.66н dated 02.07.2002.

17. INFORMATION ON AFFILIATED PERSONS
17.1 The Company includes in explanatory note of the accounting balance the information on affiliated persons. The mentioned data are not used for making the report for internal purposes as well as reporting made for state statistics and credit organization or for other special purposes.
17.2 The list of affiliated persons, information of which is disclosed in the accounting report, determined by the Company.

18. TAX ACCOUNTING

18.1 ORGANIZATION OF TAX ACCOUNTING
18.1.1. The Company calculates and pays taxes and levies in accordance with legislation of RF on taxes and levies, legislation of territorial subjects of RF and legal acts of local authorities on taxes and levies.

18.1.2. Formation of tax base, keeping the registry of tax accounting, preparation of tax reports on taxes and levies is carried out by accounting department on the basis of source documents and data provided by other structural subdivisions of the Company.
18.1.3. Calculation and drawing up the report on income taxes, unified social tax, and payments for compulsory insurance is carried out by accounting department.
18.1.4. The procedure of making the tax report, form of tax ledger and methods of their keeping, procedure of forming the tax base, calculation and payment of taxes is regulated by the present Regulation on accounting policy as well as by internal documents of the Company. Registries of tax accounting are prepared by specials forms in electronic form and are stored in hard copies.
18.1.5 Changes in accounting policy of the Company in part of taxation are introduced in case of changing the method of accounting particular business operations and (or) objects in purposes of taxation in case of changes in legislation.

18.1.6. Inventory of liabilities related to accounts on taxes and levies and checking of liabilities with tax bodies is carried out by place of fulfilling the taxpayer’s liabilities.

18.2 RESPONSIBILITY FOR KEEPING THE TAX ACCOUNTING AND DRAWING UP TAX REPORTING
18.2.1. Responsibility for correct tax payments lies upon chief accountant of the Company.

18.2.2. To provide proper and full formation of tax bases on all taxes and levies the subdivisions of the Company should provide the necessary information in terms set by schedule of documents circulation in forms and volumes determined by particular internal documents.

18.3 BUDGET SETTLEMENTS
18.3.1. Accounting of settlements on taxes and levies is carried out on accounts of accounting balance simultaneously with growing balance for each tax and levy by budgets (federal, budget of territorial subject of RF, local budget), as well as by type of liability (penalties, fees)

18.4 INCOME TAX RECORDING 
The Company uses a standard system of organization, ways and forms of tax accounting for income tax purposes under Chapter 25 of the Tax Code and the present accounting policy for taxation purposes.
The Company shall calculate the tax base by the end of each reporting (tax) period, based on tax records, if Chapter 25 of the Tax Code provides for the order of groups and recording facilities and business transactions for tax purposes different from the order of groups and reflection in the accounting.
The company admits a refinement and extension of the principles, procedures and forms for tax accounting set forth in this accounting policy for tax purposes during the tax period by the introduction of additional analysis, registers, and the principles of synthesis of information, which should facilitate more accurate disclosure of the tax base.
Source documents for tax purposes are the primary accounting documents, which are transformed in the tax registers, based on which the calculation of the tax base is performed.
18.4.1 FIXED ASSETS AND INTANGIBLE ASSETS
Depreciated property is property with lifetime usage more than 12 months and with initial cost more than 10 000 rubles.

For taxation purposes it shall be ensured that accounting for costs included in the original value of depreciable assets in the business and tax accounting records and costs not involved in forming the original value of depreciable property is maintained separately in accordance with tax accounting rules with respect to::
· interest on borrowed funds for the formation of investment assets

· payment of the authorized bodies and specialized organizations for evaluation of  the property, preparation of documents and technical inventory accounting (inventory) real estate (to be included in other expenses related to production and sales)
· currency and sum difference
Useful life of fixed assets is determined as of the date of putting the facility into operation on the basis of classification of fixed assets determined by Regulation of RF Government No.1 dd 01.01.02 “On classification of fixed assets included depreciation groups” with the regard of changes introduced by Regulation of RF Government No.697 dd 18.11.06 “on introducing changes to classification of fixed assets included in depreciation groups”.
For those types of assets that are not listed in depreciation groups in accordance with the Government of the Russian Federation "On the classification of fixed assets included in the depreciation group" the useful life is determined in accordance with the specifications or the recommendations of manufacturing organizations.
For purchase of fixed assets that were in use, the useful life is reduced by the number of years (months) of usage by the previous owners. If the period of actual use of the acquired fixed assets for the previous owners is equal to or exceeds its useful life determined by the classification of fixed assets, approved by the Government of the Russian Federation, the useful life is determined independently on the basis of requirements of safety and other factors.
If at the time of sale of fixed assets actual term operation of the facility exceeds the standard period of its useful life, the loss on disposal of fixed assets is included in other expenses at a time of selling this facility.
For all fixed assets straight-line method of depreciation is used   that is based on the norms, calculated on the basis of useful life in accordance with article 259 of the Tax Code and the Decree of the Government of the Russian Federation from 01.01.02 No.1 "On classification of fixed assets included in the depreciation group”.
A special ratio (3) shall apply to the basic depreciation rate for depreciable fixed assets which are subject matter of a financial lease agreement.

Depreciable assets shall also include capital investments in leased fixed assets in the form of non-removable improvements made by the lessee with the consent of the lessor.

Capital investments in the leased fixed assets specified in paragraph one of sub-article 1 of Article 256 of Chapter 25 of the Tax Code of the Russian Federation shall be depreciated in accordance with the following procedure:
· capital investments the value of which is paid to the lessee by the lessor shall be depreciated by the lessor in accordance with the procedure set forth in Article 25 of the Tax Code of the Russian Federation;
· capital investments made by the lessee with the consent of the lessor the value of which is not paid by the lessor shall be depreciated by the lessee during the effective period of the lease agreement based on depreciation amounts calculated with due account for the useful life determined for leased assets in accordance with the Classification of Fixed Assets approved by the Government of the Russian Federation

If after the rehabilitation, upgrading or re-equipment of any fixed asset its useful life is increased, the useful life shall increase under the directive documents of the Company within the time limits established for the group in which such fixed asset is included earlier.
The useful life of intangible assets shall be determined based on the term of a patent,

certificate or other limitations on the useful life of intellectual property in accordance with the laws of the Russian Federation or the applicable laws of a foreign country and based on the useful life of the intangible assets specified in the relevant agreements.
The depreciation rate for intangible assets whose useful life can not be determined shall be ten years (yet shall not exceed the taxpayer's period of operation). The straight-line method of depreciation shall apply to all intangible assets.
18.4.2. TAX ACCOUNTING FOR PRODUCTION AND SALE-RELATED EXPENSES
Production-related expenses shall be divided into direct and indirect.

Direct expenses shall include:

· financial expenses provided for by paragraphs 1 and 4 of Article 254 of the Tax Code of the Russian Federation ;

· expenses for the compensation of the personnel involved in the process of production of goods, performance of work, provision of services and the amount of unified social tax and mandatory industrial accident and occupational illness insurance contribution charged to the above-mentioned amounts of compensation expenses;

· depreciation of fixed assets used in the production of goods (work, services);

The Company shall include in the expenses of the reporting (tax) period any expenses associated with capital investments amounting to not more than 10 percent of the original value of fixed assets (with the exception of fixed assets received free of charge) and/or any expenses incurred in the event of completion, retrofit, rehabilitation, upgrading, re-equipment, partial liquidation of fixed assets the amounts of which are determined in accordance with Article 257 of the Code.

The valuation method based on the value of inventory unit shall apply to the determination of financial expenses associated with the write-off of all types of inventory used in the production of goods, performance of work, provision of services. The date of payment of the above-mentioned expenses shall be the date of their launch into production.

The value of inventory in the form of surpluses identified during the inventory-taking and/or property received as a result of the dismantling or demolition of decommissioned fixed assets shall be determined as the amount of tax imposed on income in the form of value of materials or other property in the dismantling or demolition during the liquidation of decommissioned fixed assets, in the form of the value of surpluses of inventory and other property identified as a result of inventory-taking.

Compensation expenses shall be considered for tax purposes, with the exception of contributions under mandatory and voluntary insurance contracts executed in favor of employees based on financial accounting data. The amount of the above-mentioned contributions accepted for tax purposes shall be calculated in tax ledgers.

The reserve for future expenses in connection with the payment of employee vacation allowance, annual long-service award and year-end bonuses shall not be established.

All expenses associated with the production and sale not included in direct expenses shall be deemed indirect, with the exception of expenses recognized as non-operating in accordance with Article 265 of the Tax Code of the Russian Federation. Indirect expenses shall include expenses in connection with the repair of fixed assets, expenses in connection with voluntary and mandatory property insurance and other expenses as specified in the Tax Code of the Russian Federation.
Expenses in connection with the repair of fixed assets shall be recognized for tax purposes in the actual costs for the reporting (tax) period in which they are paid. Expenses in connection with the repair of fixed assets shall be recorded based on data recognized in the accounting records.

Direct expenses shall be fully charged in the current month to services rendered.

In the event of sale or any other disposal of securities the expensed value of securities sold shall be determined based on the production cost per unit.

When income is received during several reporting (tax) periods and connection between income and expense may not be determined with certainty or is determined indirectly, expense allocation shall be adjusted for the principle of even recognition of income and expense. Expense related not only to the reporting period income but also to future income (expense in connection with the acquisition of rights to use computer software and databases, etc) shall be allocated between the reporting and future periods. Such allocation shall typically be made in accordance with the procedure applicable to financial accounting purposes.

18.4.3. TAX ACCOUNTING FOR INCOME AND SALE-RELATED EXPENSES 
Income from the sale of goods (work, services) shall be recognized by type of activity.

Income from the sale of goods (work, services) shall be recognized as of the day of transfer of the product ownership right to buyers, the results of work performed or fee-based provision of services to customers determined in accordance with the terms and conditions of the existing agreements.
For tax purposes, income from the sale of fixed assets and other property (with the exception of securities) shall be recognized based on financial accounting data net of the amounts of tax imposed on buyers and sum differences.
Property lease income shall be recognized in the tax accounting records as amounts payable for the reporting (tax) period in accordance with the terms and conditions of the existing agreements adjusted for the principle of even and proportionate formation of income and expense. The above-mentioned income shall be recognized in the tax accounting records as of the day of their recording in the accounting books, yet not later than the last date of the month to which they relate.
Expense in the form of rental (lease) payments for rented (leased) property any other similar expense shall be recognized in tax accounting records as of the date of execution of the certificates of acceptance of rendered services and, unless the agreement provides for the preparation of the above-mentioned certificates, as of the date of issued invoices with due consideration of the principle of even and proportionate formation of income and expense.
18.4.4. TAX ACCOUNTING FOR NON-OPERATING INCOME AND EXPENSES
For tax purposes, consideration shall be given to exchange rate differences calculated in accordance with accounting rules and recognized in ledgers adjusted for the provisions of paragraph 11 of Article 250 and paragraph 5 of Article 265 of the Tax Code of the Russian Federation.
Income and expense from the purchase and sale of foreign currency shall be considered for tax purposes based on financial accounting data.

For tax purposes, bad debt reserve shall be established at the end of the reporting (tax) period in accordance with paragraph 4 of Article 266 of the Tax Code of the Russian Federation.
For tax purposes, expense in the form of interest under loan and other similar agreements (including interest and sum differences with respect to commitments expressed in conventional units at the exchange rate of conventional monetary units agreed upon by and between the parties) shall be considered within the refinancing rate of the Central Bank of the Russian Federation increased 1.1-fold in the execution of debt obligation in rubles and amounting to 15 percent for debt obligations in foreign currency.
18.4.5. PROFIT TAX CALCULATION PROCEDURE
The Company shall calculate and make quarterly advance payments and make monthly advance payments of one-third of the actual payment for the actually generated profit for the quarter preceding the quarter in which advance payments are made in accordance with the procedure set forth in Articles 286 and 287 of the Tax Code of the Russian Federation.
18.5. VALUE ADDED TAX
Tax base shall be determined as of the earliest of the following dates:

1) day of shipment (transfer) of goods (work, services), property rights;

2) day of payment, partial payment for the future delivery of goods (performance of work, provision of services), transfer of property rights.

For the assignment by the new creditor which received a monetary claim and the transfer of property rights or the acquisition of a monetary claim it shall be the day of assignment of the claim, termination of the respective obligation or the day of fulfillment of the obligation by the debtor; in the event of transfer of rights related to the agreement execution right and lease rights it shall be the day of transfer of such rights.
18.5.1. MAINTENANCE OF SEPARATE ACCOUNTING FOR PRODUCTION AND SALES COSTS
In accordance with separate regulations approved by the chief executive of the Company, the Company shall ensure separate maintenance of costs in connection with the production and sale of:

· taxable and non-taxable (tax-exempt) goods (work, services);

· goods (work, services) to which various tax rates are applicable by operation of law;

The amounts of VAT on purchased goods (work, services) used only for the production and/or sale of VAT-exempt goods (work, services) shall be recognized as the cost of such purchased goods (work, services). The amounts of tax declared by the sellers of goods (work, services) used both for the production and/or sale of taxable goods (work, services) and nontaxable goods (work, services) shall be accepted for deduction or recognized as cost in proportion to the (VAT-exclusive) cost of taxable and non-taxable goods (work, services) sold respectively as a percentage of total cost of goods (work, services) sold based on data for the current tax period. The amounts of tax declared by the sellers of goods (work, services) used for the production and/or sale of VAT-exempt goods (work, services) shall be recorded in separate subaccounts of account 19 "Input VAT."

The amount of VAT on goods (work, services) used for the production and/or sale of both

VAT-exempt and non-taxable goods (work, services) corresponding to the per-unit weight of cost (VAT-exclusive) of VAT-exempt goods (work, services) sold shall not be accepted for deduction, but be recognized as the cost of purchased goods (work, services).
18.5.2. PROCEDURE FOR THE PREPARATION AND EXECUTION OF INVOICES, PURCHASE LEDGER, SALES LEDGER 

Invoices issued to buyers and received from suppliers, purchase ledgers and sales ledgers shall be stored in the Company's place of business. 

Invoices prepared by the Company shall be numbered in ascending order. 
18.6. PROPERTY TAX
Tax accounting for the calculation of property tax shall be maintained under Chapter 30 of the Tax Code "Corporate Property Tax" and the law of the constituent entity of the Russian

Federation which specifies the tax rate, the period of tax payment, the form of reporting and may contain additional tax credits and grounds for using them.
The Company shall form the tax base and file property tax returns at the location of the entity and the real property located outside the entity based on data concerning the movable and immovable property recorded on the balance sheet as fixed assets.
For the purposes of correct application of tax credits, the separate accounting records of property for which credits are allowed shall be maintained in accordance with the applicable property tax laws.
18.7. UNIFIED SOCIAL TAX 

The calculation of unified social tax and tax accounting in respect of paid income and the unified social tax shall be performed in accordance with requirements of chapter 24 of Tax Code of RF “Unified social tax”.
Branches of the Company calculate and pay unified social tax as well as present reports to territorial tax authorities.

18.8. OTHER TAXES
Calculation and payment of water tax, income tax, land tax, transport tax as well as other taxes and levies is carried out in accordance with legislation on taxes and levies.
18.9 AMENDMENT OF THE ACCOUNTING POLICY
The accounting policy of the Company may be amended in the event of amendment of the Russian Federation laws or business and tax accounting regulations.

The amendment of the accounting policy shall be justified and supported by the appropriate organizational and directive documents (order) of the Company.
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	ACCOUNTING BALANCE
	
	
	
	
	

	
	9 months of 2007
	
	
	
	CODES
	

	
	
	
	
	
	
	
	

	
	
	Form 1 as per ARCMD
	
	0710001
	

	
	
	Date (year, month, day)
	2007
	09
	30
	

	Company
	Interregional Distributive Grid Company of the South, JSC
	As per RNNBO
	80380011
	

	Taxpayer Identification Number
	
	
	
	TIN
	6164266561
	

	Activity
	
	electric power transmission
	
	As per OKVED
	
	40.10.2
	

	
	
	
	
	
	As per
	
	
	
	

	Form of legal entity’s incorporation / form of ownership: open joint-stock
	
	ARCFI
	
	
	
	

	companies/ private entity
	
	
	
	\ARCFO
	47
	16
	

	Unit of measurement: thousand RUB
	
	
	As per ARCMU
	
	384
	
	

	Location (address)
	49 Bolshaya Sadovaya, Rostov-on-Don, 344007
	
	
	
	

	
	Date of approval
	
	
	
	

	
	Date of sending (acceptance)
	
	
	
	

	
	ASSETS
	
	Indicator
	For the beginning
	For the end
	

	
	code
	of the accounting
	of the accounting
	

	
	
	
	period
	
	period
	
	

	
	1
	
	2
	
	3
	
	4
	
	

	
	I. NON-CURRENT ASSETS
	
	
	
	
	
	
	

	Intangible assets
	
	110
	
	0
	
	0
	
	

	Fixed assets
	
	
	120
	
	0
	
	271
	
	

	Construction-in-process
	
	130
	
	0
	
	0
	
	

	
	
	
	135
	
	0
	
	0
	
	

	
	
	
	140
	
	0
	
	0
	
	

	Deferred tax assets
	
	145
	
	0
	
	4,619
	
	

	other non-current assets
	
	150
	
	0
	
	0
	
	

	
	
	
	151
	
	
	
	
	
	

	TOTAL section I
	
	190
	
	0
	
	4,890
	
	

	Inventories
	II. CURRENT ASSETS
	210
	
	0
	
	190
	
	

	
	
	
	
	
	
	
	
	
	

	including:
	
	
	
	
	
	
	
	

	raw materials, materials and other similar values
	211
	
	0
	
	189
	
	

	Animals in Breeding and fattening
	212
	
	0
	
	0
	
	

	expenses for production-in-process
	213
	
	0
	
	0
	
	

	finished products and goods for resale
	214
	
	0
	
	0
	
	

	goods loaded out
	
	215
	
	0
	
	0
	
	

	expenditures for future periods
	216
	
	0
	
	1
	
	

	other stocks and expenditures
	
	217
	
	0
	
	0
	
	

	
	
	
	218
	
	
	
	
	
	

	Value Added Tax on purchased values
	220
	
	0
	
	235
	
	

	
	
	
	
	
	
	
	
	
	

	Accounts receivable (payments are planned over more
	
	
	
	
	
	
	

	than 12 months upon the balance sheet date)
	230
	
	0
	
	0
	
	

	Including buyers and customers
	231
	
	0
	
	0
	
	

	Accounts receivable (payments are planned within 12
	240
	
	0
	
	6,975
	
	

	months reporting date)
	
	
	
	
	
	
	
	

	Including buyers and customers
	241
	
	0
	
	0
	
	

	Short-term financial investments
	
	250
	
	0
	
	0
	
	

	Cash assets
	
	
	260
	
	0
	
	24,702
	
	

	other current assets
	
	270
	
	0
	
	0
	
	

	
	
	
	271
	
	
	
	
	
	

	TOTAL section II
	
	290
	
	0
	
	32,102
	
	

	BALANCE
	
	
	300
	
	0
	
	36,992
	
	


Appendix to the Order of RF Ministry of Finance No.67н dated 22.07.2003 (version of the Order of RF
Ministry of Finance No.115н dated 18.09.2006)
(with accounting indices codes approved by the Order of RF Goskomstat No.475, of RF Ministry of Finance No.102н dated 14.11.2003)
	
	PROFIT AND LOSS STATEMENT
	
	
	
	
	
	
	

	
	9 months
	200  7
	
	
	
	
	
	CODES
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	Form 2 as per ARCMD
	
	0710002
	

	
	
	
	Date (year, month, day)
	
	2007
	09  30
	

	Company:
	Interregional Distributive Grid Company of the South, JSC
	As per RNNBO
	80380011
	

	Taxpayer Identification Number
	
	
	
	
	TIN
	
	6164266561
	

	Activity:
	electric power transmission
	
	
	As per OKVED
	
	40.10.2
	

	Form of legal entity’s incorporation / form of ownership: open joint-stock
	
	ARCFI
	
	
	
	

	companies/ private entity
	
	
	
	\ARCFO
	
	47
	16
	

	Unit of measurement: ths. RUB
	
	
	As per ARCMU
	
	384
	

	
	Index Description
	
	
	
	
	
	For the same
	

	
	
	
	For the accounting
	period of the
	

	
	name
	code
	
	period
	
	previous year
	

	
	1
	2
	
	3
	
	
	
	4
	
	

	Profit and expenditure from ordinary activities
	
	
	
	
	
	
	
	
	

	Receipts (net) from sale of goods, products, works and
	
	
	
	
	
	
	
	
	

	services (net of VAT, excise and similar obligatory
	
	
	
	
	
	
	
	
	

	payments)
	
	010
	
	0
	
	
	
	0
	
	

	Production cost of the goods, products, works and
	011
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	services sold
	
	020
	(
	14,589
	)
	
	
	0
	
	

	
	
	021
	
	
	
	#
	
	
	
	

	gross profit
	
	029
	(
	14,589
	)
	#
	
	0
	
	

	business expenses
	030
	
	0
	
	
	
	0
	
	

	management expenses
	040
	(
	4,697
	)
	
	
	0
	
	

	Other profit and expenses
	050
	(
	19,286
	)
	
	
	0
	
	

	
	
	
	
	
	
	
	
	
	

	interest receivable
	060
	
	0
	
	
	
	0
	
	

	interest payable
	070
	
	0
	
	
	
	0
	
	

	profit from sharing in other companies
	080
	
	0
	
	
	
	0
	
	

	other profits
	
	090
	
	0
	
	
	
	0
	
	

	
	
	091
	
	
	
	
	
	
	
	

	other expenses
	100
	(
	902
	)
	
	
	0
	
	

	Profit (loss) before taxation
	110
	
	
	
	
	
	
	
	

	
	140
	(
	20,188
	)
	
	
	0
	
	

	deferred tax asset
	141
	
	4,619
	
	
	
	0
	
	

	deferred tax liability
	142
	
	0
	
	
	
	0
	
	

	current profit tax
	150
	
	0
	
	
	
	0
	
	

	Net profit (loss) of the reporting period
	151
	
	
	
	
	
	
	
	

	
	190
	(
	15,569
	)
	
	
	0
	
	

	FOR REFERENCE
	
	
	
	
	
	
	
	
	



	

	permanent tax liabilities (assets)
	200
	226
	0

	base profit (loss) per share
	
	0
	0

	Watered profit (loss) per share
	
	0
	0

	EXPLANATION OF CERTAIN PROFIT AND LOSS
	
	
	

	
	
	
	
	
	
	

	Index Description
	
	
	For the reporting period
	or the same period of the previous yea
	
	

	name
	code
	profit
	loss
	profit
	loss
	
	

	1
	
	2
	3
	4
	5
	6
	
	

	Fines and penalties and
	
	
	
	
	
	
	
	
	
	

	forfeits admitted or payable
	
	
	
	
	
	
	
	
	
	

	under (Arbitrage) court
	
	
	
	
	
	
	
	
	
	

	decision
	
	
	
	0
	0
	0
	0
	
	
	

	years
	
	
	
	0
	0
	0
	0
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	caused by  Payment of
	
	
	
	
	
	
	
	
	
	

	damages  caused by non-
	
	
	
	
	
	
	
	
	
	

	fulfilment or improper
	
	
	
	
	
	
	
	
	
	

	fulfilment of obligations
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	0
	0
	0
	0
	
	
	

	Exchange rates
	
	
	
	
	
	
	
	
	
	

	differences for operations
	
	
	
	
	
	
	
	
	
	

	in foreign currencies
	
	
	
	0
	0
	0
	0
	
	
	

	reserves
	
	
	
	Х
	0
	Х
	0
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	Write-off of debts
	
	
	
	
	
	
	
	
	
	

	receivable and account
	
	
	
	
	
	
	
	
	
	

	payable, with exceeded
	
	
	
	
	
	
	
	
	
	

	time allowed for claims
	
	
	
	0
	0
	0
	0
	
	
	


	Chief  
	Lunyov I.A

	Chief accountant
	Savin G.G.
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Limited Liability Company

“Fineart-Audit”

TIN  4027022866, TCC  772901001, PSRN 1024001183898

Auditor license No.E 006407
Auditor Opinion

on financial (accounting) reports

of Open Joint Stock Company “Interregional Distribution Grid Company of the South”

(“IDGC of the South”, JSC) for 9 months of 2007

Moscow, 2008

For shareholders of “IDGC of the South”, JSC

AUDITOR OPINION

on financial (accounting) reports

of Open Joint Stock Company “Interregional 

Distribution Grid Company of the South”

(“IDGC of the South”, JSC) for 29 months of 2007

Auditor:

· Name: Limited Liability Company “Fineart-Audit”

· Legal address: 60 Udaltsova str., Moscow, Russian Federation, 119607

· Postal address: Block A, floor 9, entrance 4, building 1, village Rumyantsevo, Leninsky district, Moscow region, Russian Federation, 142784

· Telephone: (495) 969 24 90, fax (495) 969 24 88

· E-mail: fineart-audit@bk.ru
· “Fineart-Audit” state registration certificate ОБ No.128, issued on 24.01.1995

· Certificate on the record entry to the Unified State Register of Legal Entities No.1024001183898 (PSRN), issued on 09.02.2002

· Auditor license No.E 006407, issued by Ministry of Finance of the Russian Federation on 07.09.2004 for five years

· Member of Moscow Auditor Chamber, certificate No.1531 issued on the basis of MAC Management Board decision No.99 dd 01.11.2006

Audited entity:

· Name: Open Joint Stock Company “Interregional Distribution Grid Company of the South” (“IDGC of the South”, JSC)

· Legal address: 49 Bolshaya Sadovaya str., Rostov-on-don, Russian Federation, 344007

· Postal address: 327 Severnaya str., Krasnodar, Russian Federation, 350015

· Certificate on the record entry to the Unified State Register of Legal Entities No.1076164009096 (PSRN), issued on 28.06.2007

· Audit agreement: No.A-25/2008 dd 09.07.2008

We audited the enclosed financial (accounting) reports of Open Joint Stock Company “Interregional Distributive Grid Company of the South” (“IDGC of the South”, JSC) for the period from January 01to September 30, 2007 inclusively. Financial (accounting) reports include the following:

· Accounting balance (Form No.1);

· Profit and loss statement (Form No.2);

The reports were made by the executive body of “IDGC of the South”, JSC, in accordance with the norms stipulated by the Federal Law dd 21.11.1996 No.129-ФЗ “On Book Keeping”, “Regulations on Book Keeping Conditions and the Accounting Reporting in the Russian Federation” approved by Order of the Ministry of Finance of Russia dd 29.07.1998 No.34н, “Regulations on Book Keeping “Accounting Statements of an Organization” PBU 4/99 (Accounting Regulations) approved by order of the Ministry of Finance of the Russian Federation dd 06.07.1999 No.43н, Order of the Ministry of Finance of the Russian Federation dd 22.07.2003 No.67н “On the Forms of Accounting Reporting of Organizations”.

The financial (accounting) reports preparation and presentation is within responsibility of the executive body of JSC “IDGC of the South”. Our task consists in expressing opinion on the validity of the reports in all essential respects and conformance of the book keeping order with the legislation of the Russian Federation, based on the audit carried out.

We conducted audit according to the Federal Law dd 30.12.2008 No.307-ФЗ “On Auditor Activity”, Federal Rules (standards) of audit activity (Decree of the Government of the Russian Federation dd 23.09.2002 No.696, revision of Decrees of the Government of the Russian Federation dd 04.07.2003 No.405, dd 07.10.2004 No.532, dd 16.04.2005 No.228, dd 25.08.2006 No.523, dd 22.07.2008 No.557) and internal standards.

Audit was planned and conducted so that to get reasonable assurance that financial (accounting) reports are free from material misstatements. Audit was performed on a sample basis and included studying the proofs by testing to confirm numerical indicators in the financial (accounting) reports and inherent information disclosure on the financial and economic activity, evaluation of conformance with principles and rules of book keeping implemented in preparation of the financial (accounting) reports, consideration of the key estimated figures achieved by the audited person’s management, and financial (accounting) reports presentation assessment. We assume that the performed audit provides reasonable ground for expressing our opinion about financial (accounting) reports validity and conformance of the book keeping order to the legislation of the Russian Federation.

In our opinion, JSC “IDGC of the South” financial (accounting) reports reflect the company’s financial condition as of December 31, 2008, and financial and economic performance results for the period from January 01 to December 31 of 2008 inclusively in all essential respects according to the legislation of the Russian Federation on financial (accounting) reports preparation.

January 18, 2008

Director general



of “Fineart-Audit LLC“





signature  Vasheva L.L.

Audit leader

(General audit qualification certificate 

No.K 005415

without limitation of the validity term)



signature   Kotova E.M.

L.S.

“Fineart-Audit”

Limited Liability Company

PSRN 1024001183898

Moscow, Russia

� RNCEA – Russian National Classifier of Economic Activities 





PAGE  
2

