OPEN JOINT STOCK COMPANY

	IDGC of the SOUTH
	“Interregional distribution Grid Company of the South”


49 Bolshaya Sadovaya str., Rostov-on-Don, the Russian Federation, 344002. 

Tel.:(863) 238-52-59,238-53-59, Fax (863) 238-51-66

Postal address: 327, Severnaya str., Krasnodar, 350015

Tel.: (861) 279-88-08, Fax: (861) 279-88-09, E-mail: office@mrsk-yuga.ru

Minutes of the Board of Directors meeting No.48/2010

Of the Open Joint Stock Company “Interregional Distribution Grid Company of the South” dated June 10, 2010.

	Date of holding:
	10.06.2010

	Form of holding:
	Joint attendance

	Place of voting results summarizing:
	525 room, 1 building, 26, Ulanskiy pereulok, Moscow

	Meeting opening:
	11:00

	Meeting termination:
	12:00

	Date of the minutes drawing:
	11.06.2010


The meeting is opened by the Chairman of Board of Directors of “IDGC of the South”, JSC Okley Pavel Ivanovich. The Board of Directors meeting is held in accordance with the requirements of the Regulations on the procedure for convening and holding of meetings of Board of Directors of “IDGC of the South”, JSC. According to item 7.3 of the Regulations on the procedure for convening and holding of meetings of Board of Directors of “IDGC of the South”, JSC the Corporate Secretary shall determine whether the quorum necessary to hold the Board of Directors meeting is present. Kantsurov Andrey Anatolyevich, the Corporate Secretary of “IDGC of the South”, JSC shall be given the floor to determine the presence of quorum necessary to hold the Board of Directors meeting.
In accordance with item 7.3 of the Regulations on the procedure for convening and holding of meetings of Board of Directors of “IDGC of the South”, JSC the quorum necessary for holding the Board of Directors meeting shall be made of no less than a half of elected members of the Company’s Board of Directors. According to item 16.1 of the Charter of “IDGC of the South”, JSC the quantitative composition of the Company’s Board of Directors shall be made up of 11 (Eleven) persons.

The following members of Board of Directors are present at the meeting: Vasilyev S.V., Gavrilov A.I., Ivanov M.S., Mikhailov S.A., Okley P.I., Perepelkin A.Yu. 

The following members of Board of Directors are absent at the meeting: Ilyenko V.V., Maslov A.V., Popovskiy S.N., Ptitsyn I.V. Shogenov V.M.

6 members of the Company’s Board of Directors are present at the meeting that makes up no less than a half of elected members of the Company’s Board of Directors.

Invited persons:

From “IDGC of the South”, JSC:

1. Brizhan Vitaliy Vasilyevich – Deputy CEO, Corporate Management;

2. Lunev Igor Anatolyevich – Deputy CEO, Economy and Finance;

3. Akopyan Dmitriy Borisovich – Head of Department for Investment Projects; 

4. Zasukhin Aleksander Vladimirovich – Head of Finance Department;

5. Negreba Denis Vladimirovich – Head of Economy Department;

6. Piven Irina Nikolaevna – Head of Tariff Making Department;

7. Nischuk Oleg Phedorovich – Head of Service Sales Management of Power Transmission Department.
From “IDGC Holding”, JSC:

1. Golubev Pavel Vladilenovich – Head of Exploitation and MRO Department
2. Evseev Aleksandr Sergeevich – Head of Tariff Basis and Security Section Coordination of Tariff Making Department;
3. Kolyago Denis Stanislavovich – Deputy Head of Finance Department;
4. Podlutsky Sergey Vasilyevich – Head of Consolidated Analytics Section for External Production Resources of Investment Department:
5. Tsiku Ruslan Kimovich – Head of Business Planning Department

The Chairman of Board of Directors’ meeting of “IDGC of the South”, JSC Okley Pavel Ivanovich is called upon to announce the presence of quorum for holding the Board of Directors’ meeting and read out the agenda of the Board of Directors’ meeting.

Quorum necessary to hold the meeting of Board of Directors is present. The following items have been included in agenda of the meeting of Board of Directors of “IDGC of the South”, JSC:

1. On confirmation of Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012.
2. On consideration of the Report of the CEO of “IDGC of the South”, JSC on implementation of the Board of Directors’ decisions made in the 1st quarter of 2010.
On the first item on the agenda of Board of Directors’ meeting of “IDGC of the South”, JSC: “On confirmation of Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012” Lunev Igor Anatolyevich - the Deputy CEO, Economy and Finance reports:
In conformity with article subitem 18 of item 15.1, article 15 of the “IDGC of the South”, JSC Charter 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 is referred to the competence of Board of Directors of “IDGC of the South”, JSC.
The Chairman of Board of Directors’ meeting of “IDGC of the South”, JSC Okley Pavel Ivanovich charged the CEO of the Company with drafting of the Plan intended to extricate the Company from unfavourable financial standing and ensuring its approval at the Board of Directors’ meeting within the term no later than March 25, 2010 with condition to present monthly report to the Board of Directors from April 2010 on implementation of the Plan of activities.
At the Board of Directors’ official meeting held on April 13, 2010 the Board of Directors mutually discussed to adopt the following decision:
1. To modify the Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012 (hereinafter referred to as Plan of activities) (Appendix No.1).
2. To charge CEO of the Company with ensuring improvement and submitting the Plan of activities for consideration of Board of Directors of the Company within the term no later than May 15, 2010, having provided the following activities in the Plan:
· reduction of number of cost-based articles not supported by monetary sources;

· intensification of activities for regulation of accounts receivable;

· analysis of possibility of decrease of volume of additional borrowed funds attraction;

· study of tariff solutions providing efficiency of operating and investment activities, including calculation of shortfall in income in 2010 within the scope of tariff-balance solutions for 2011-2012.
The Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012 submitted for consideration of Board of Directors (hereinafter referred to as PFR) is modified taking into account the above-mentioned decision.
PFR includes complex of activities for financial recovery of the Company for 2010-2012. Objectives of PFR are as follows:
· net profit generation of the Company according to the results of 2012 at the amount not less than 227 mln.rub.
· balance of net debt to EBITDA no more than 2,3 according to the results of 2012.
PFR key indicator is considered to be increase of unified average tariff for power transmission:
· by 36% to the previous year in 2011;

· by 13% in 2012.
The following basic admissions were adopted in the process of drafting PFR of “IDGC of the South”, JSC:
1. tariff solutions are set by reference to absence of profit in “final mile” contracts from 2011. Amount of lost income in 2011 – 3 000 mln.rub., 2012 – 3 300 mln.rub.
2. tariffs are set with respect to profit reduction in connection with closing by large-scale consumers of direct contracts with regional generation. Amount of lost income in 2011 – 340 mln.rub., 2012 – 400 mln.rub.
3. the decision concerning transfer of “Volgogradenergo” and “Kalmenergo” branches to RAB-regulation is adopted until July 1, 2010 with long-term tariffs to be effected from January 1, 2011.
The Company intends to take the following activities as a part of PFR:
1. Repayment of accounts receivable (taking of measures as a part of pre-trial and trial work with debtors): 
2. Cost reduction (expenditures reduction in some articles in comparison with expenditures planned in the Company’s business-plan):
3. Implementation of tariff-balanced decisions (achievement of target levels of tariff-balanced decisions set by PFR):
4. Optimization of investment programs (reduction of investment programs in order to decrease volume of additional borrowed funds attraction in “Astrakhanenergo” and “Rostovenergo” branches as well as approval of the stated reduction by regional authorities).

Implementation of the whole complex of PFR activities shall stabilize financial and economic standing of the Company, intended to get net profit according to the results of 2012 at the amount no less than 227 mln.rub. and balance of net debt to EBITDA no more than 2,3 following the results of 2012, reduce accounts payable and get stable profit with regard to return of “evening-out” while using RAB-regulation from 2013.
The Chairman of Board of Directors’ meeting of “IDGC of the South”, JSC Okley Pavel Ivanovich announces consideration of item 1 on the agenda of the meeting.
Mikhailov Sergey Anatolyevich – the member of Board of Directors asked Lunev Igor Anatolyevich the notion of credit resources reduction – bank loans, long-term financial liabilities (issue of a bill, placement of loans raised upon bonds). The reporter explained that it consists of the whole specter of credit resources including the above-mentioned. Thereby Mikhailov S.A. asked whether the Company can service already attracted bond loan. The answer was positive – the Company is able to service attracted bond loan without additional funds attraction.
Mikhailov Sergey Anatolyevich – the member of Board of Directors asked the reporter: whether accounts receivable may increase in the future. Lunev Igor Anatolyevich explained that it is difficult to give one hundred percent negative or positive answer to this question. In addition the member of Board of Directors Gavrilov Aleksander Ilyich - CEO of the Company gave an example of the situation in Rostov region where accounts in the beginning of current year amounted to 600 mln.rub. whereas now it is 2 bln.rub. but the main debtor does not have enough property to repay the debt. Brizhan Vitaliy Vasilyevich Deputy CEO, Corporate Management invited at the meeting informed the members of Board of Directors that from the date of the last official meeting (held on April 13, 2010) the Company won suit for recovery of 315 mln.rub. but court appointed payment by installments within the term of 18 months.
The Chairman of Board of Directors’ meeting of “IDGC of the South”, JSC Okley Pavel Ivanovich asked the reporter whether there is possibility to “buy” such debt. The member of Board of Directors Gavrilov Aleksander Ilyich - CEO of the Company answered that first of all interest of the third party – “Buyer” should be taken into consideration here.
Mikhailov Sergey Anatolyevich – the member of Board of Directors noticed that in general according to results of the report there is no dynamics in debt sum. The submitted Plan of activities for financial recovery is quite good in content but it will be useful to develop Program of debt management as a part of its implementation.
The member of Board of Directors Perepelkin Aleksey Yuryevich – Deputy Chairman of Board of Directors noticed the necessity to continue optimization of lease expenses and proposed to consider the possibility of realization of the Company’s non-core assets in order to channel funds obtained from cash resources realization into PFR activities implementation. The member of Board of Directors Gavrilov Aleksander Ilyich - CEO of the Company informed that main non-core assts available for realization are social and cultural objects. They will not bring appreciable cash resources. Moreover, it can trigger social tension.
The Chairman of Board of Directors’ meeting of “IDGC of the South”, JSC Okley Pavel Ivanovich announces the end of consideration of the item and proposes the following wording for decision on item 1 on the agenda “On confirmation of Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012”.

1. To approve Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012 according to Appendix No.1 to the present decision of the Company’s  Board of Directors.

2. To entrust the CEO of the Company with:

2.1. Ensuring re-confirmation of investment programs of “Astrakhanenergo” and “Rostovenergo” for 2010 and 2011 within the term no later than September 30, 2010 by the executive bodies of the Russian Federation territorial subject.
2.2. Submitting for consideration of Board of Directors of the Company the quarterly report on implementation of Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012 starting from the results of quarter III of 2010.
2.3. Ensuring development and submitting for consideration of Board of Directors of the Company Program of debt management as a part of implementation of approved Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012.

2.4. “IDGC of the South”, JSC is to continue optimization of lease expenses of executive office building of “IDGC of the South”, JSC and report the results until September 01, 2010.
Voting results:

	“FOR”
	-
	Vasilyev S.V., Gavrilov A.I., Ivanov M.S., Mikhailov S.A., Okley P.I., Perepelkin A.Yu. 

	“AGAINST”
	-
	none

	“ABSTAINED”
	-
	none


Thus, the following decision has been unanimously adopted by Board of Directors members who participated in the vote on the first item:

1. To approve Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012 according to Appendix No.1 to the present decision of the Company’s  Board of Directors.

2. To entrust the CEO of the Company with:

2.1. Ensuring re-confirmation of investment programs of “Astrakhanenergo” and “Rostovenergo” for 2010 and 2011 within the term no later than September 30, 2010 by the executive bodies of the Russian Federation territorial subject.
2.2. Submitting for consideration of Board of Directors of the Company the quarterly report on implementation of Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012 starting from the results of quarter III of 2010.

2.3. Ensuring development and submitting for consideration of Board of Directors of the Company Program of debt management as a part of implementation of approved Plan of activities for financial recovery of “IDGC of the South”, JSC: for 2010-2012.

2.4. “IDGC of the South”, JSC is to continue optimization of lease expenses of executive office building of “IDGC of the South”, JSC and report the results until September 01, 2010.

On the second item on the agenda of the meeting of Board of Directors of “IDGC of the South”, JSC: “On consideration of the Report of the CEO of “IDGC of the South”, JSC on implementation of the Board of Directors’ decisions made in the 1st quarter of 2010” Gavrilov Aleksander Ilyich - CEO of the Company reports:

In conformity with article subitem 34 of item 15.1, article 15 of the “IDGC of the South”, JSC Charter consideration of the reports of the Director General on the implementation of the decisions of Board of Directors is referred to the competence of Board of Directors of “IDGC of the South”, JSC.

According to Board of Directors’ Schedule of “IDGC of the South”, JSC for the second half-year of 2009 – the first half-year of 2010 approved by Board of Directors of the Company on August 4, 2009 (Minutes No.31/2009 dated August 7, 2009), the Company drafted and submitted for consideration of Board of Directors report on implementation of the decisions of the Company’s Board of Directors adopted in the first quarter of 2010.
1 decision was adopted by Board of Directors in the 4th quarter, which envisaged charging sole executive body of the Company with instructions and implementation of the latter. Appendix No. contains the report on implementation of the decision.
This report was submitted for consideration of the members of Board of Directors at official meeting of Board of Directors held on April 13, 2010 as information of the Corporate Secretary on implementation of prior decisions of Board of Directors. Board of Directors decided to take note of the given information without comments.
The Chairman of Board of Directors’ meeting of “IDGC of the South”, JSC Okley Pavel Ivanovich announces the beginning of consideration of item 2 on the agenda.
No questions and proposals to the reporter have been received from the members of Board of Directors.
The Chairman of Board of Directors’ meeting of “IDGC of the South”, JSC Okley Pavel Ivanovich announces the end of consideration of the item and proposes the following wording for decision on item 2 on the agenda “On consideration of the Report of the CEO of “IDGC of the South”, JSC on implementation of the Board of Directors’ decisions made in the 1st quarter of 2010”:
To take note of the report of CEO of “IDGC of the South”, JSC on implementation of the Board of Directors’ decisions made in the 1st quarter of 2010 according to Appendix No.2 to the present decision of the Company’s Board of Directors.

Voting results:

	“FOR”
	-
	Vasilyev S.V., Gavrilov A.I., Ivanov M.S., Mikhailov S.A., Okley P.I., Perepelkin A.Yu. 

	“AGAINST”
	-
	none

	“ABSTAINED”
	-
	none


Thus, the following decision has been unanimously adopted by Board of Directors members who participated in the vote on the second item:

To take note of the report of CEO of “IDGC of the South”, JSC on implementation of the Board of Directors’ decisions made in the 1st quarter of 2010 according to Appendix No.2 to the present decision of the Company’s Board of Directors.

Chairman of Board of Directors Okley P.I.:
Agenda of the meeting of Board of Directors of “IDGC of the South”, JSC has been exhausted; decisions on its items have been adopted.

According to item 7.7 Regulations on Procedure for Convening and Holding Meetings of Board of Directors of “IDGC of the South”, JSC information of Corporate Secretary on implementation of the earlier adopted decisions of Board of Directors shall be heard without fail at meetings of Board of Directors held in the form of joint presence of its members. The given issue shall be discussed beyond the scope of the agenda.

Corporate Secretary Kantsurov A.A.:

6 decisions were adopted by Board of Directors in the 2nd quarter of 2010, which envisaged charging sole executive body of the Company with instructions and implementation of the latter.

Chairman of Board of Directors Okley P.I.:

I suggest considering information of Corporate Secretary on implementation of decisions of Board of Directors adopted in the 2nd quarter of 2010 according to Appendix hereto, without comments.

No objections have been raised by members of Board of Directors.

	Chairman of Board of Directors


	Okley P. I.

	Corporate Secretary
	Kantsurov A. A.


