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1 GENERAL 
1.1 Present Regulations on Dividend Policy of Open Joint Stock Company “Interregional Distributive Grid Company of the South” (further referred to as Regulations) have been worked out in conformance with the Civil Code of the Russian Federation, Federal Law “On Joint Stock Companies” dd 26.12. 1995 No.208-ФЗ, regulatory legal acts of the Russian Federation, “IDGC of the South”, JSC, (further referred to as the Company) Charter, as well as recommendations of the Corporate Management Code of “IDGC of the South”, JSC, and other internal regulations of the Company.
1.2 Dividend Policy is understood by the Company as the system of relations and principles for dividend calculation, payment order and terms, and the Company’s responsibility allocation for dividend payment liability non-execution.
1.3 The Company’s dividend policy is based on the Company’s and shareholders’ balance of interests at dividend calculation, on shareholders’ rights respect and strict observance in conformance with the current legislation of the Russian Federation, the Company’s Charter and internal documents, and is aimed at the Company’s investment attractiveness increase and capitalization.

1.4 The Regulations have been worked out with the purpose of providing the dividend calculation and payment mechanism transparency, and informing shareholders and all interested persons on the dividend policy. The Regulations fix the main terms of dividend payment, order of dividend calculation, order of taking decision on dividend payment, and order and terms of the Company’s shares dividend payment. 

2 DIVIDEND PAYMENT TERMS
2.1 The Company is entitled to take decisions on placed shares dividend payment (declare dividend payment) based on the results of quarter I, year half, nine months of the financial year and (or) at the year-end. Decision on dividend payment (declaration) based on the results of quarter I, year half, nine months of the financial year can be taken within three months after the end of the corresponding period.
2.2 The Company tries to increase the amount of dividends paid to shareholders, along with capitalization, depending on the net profit for the accounting financial period and development needs of the Company’s investment and production activity.

2.3 Dividends to the Company’s shareholders are paid on the following conditions:
· profitability after tax (net profit) according to the financial reports for the accounting financial period;

· no dividend payment limitations envisaged by the current legislation of the Russian Federation and the Regulations;

· the Company’s Board of Directors recommendations about dividend amount;
· corresponding decision of the Company’s General Shareholders Meeting.

2.4 In the process of profit and loss distribution at financial year end (including dividend payment (declaration)), profit distributed as dividends on the basis of quarter I, year half and nine months of financial year results is not taken into account.
3 DIVIDEND SOURCES
DIVIDEND CALCULATION
3.1 In conformance with the requirements of the current legislation of the Russian Federation, dividends are paid from the Company’s net profit calculated according to the current book keeping rules and accounting reporting, and are distributed among the shareholders on share-by-share basis depending on the share categories (classes).
3.2 In net profit structure distribution for the accounting financial year, assets are allocated for the Company-obligatory payments in accordance with the current legislation of the Russian Federation, the Charter and the Company’s internal documents, and other expenditure lines, including dividend payment.
3.3 The Company’s Board of Directors fixes recommended Company’s share dividend amount on the basis of CEO’s suggestions as for dividend payment amount, depending on the accounting year’s financial results.

3.4 Ordinary shares dividend amount is fixed by the Company’s General Shareholders Meeting on the Board of Directors’ recommendation and cannot exceed the amount suggested by the Board of Directors.

3.5 Dividend amount per ordinary share is calculated by way of total net profit allocated to pay the Company’s ordinary dividend shares division by the total number of fully paid-up ordinary shares according to the legislation. 
3.6 Privileged shares amount (if privileged shares are placed) is fixed in accordance with the current legislation of the Russian Federation and the Company’s Charter.

3.7 Interim dividend amount (for dividends paid before financial year end – based on quarter I, year half, nine months’ results) shall not exceed the Company’s net profit value as of the corresponding accounting period.

3.8 Dividends are declared excluding tax paid by shareholders.

4 ORDER OF TAKING DECISION ON DIVIDEND PAYMENT
4.1 Decision on dividend payment (declaration), including dividend amount and form of payment decision for shares of each category (class), payment terms and order, are taken by the Company’s General Shareholders Meeting in conformance with the Company’s Charter and with regard to the Company’s Board of Directors recommendations concerning dividend amount. The Company’s Board of Directors fixes the recommended dividend payment amount based on the suggestion of the Company’s CEO.
4.2 Dividend payment decision shall fix the following:

· category and class of shares dividends on which are declared;

· dividend amount per share of a certain category (class);
· payment term;

· form of payment.

4.3 Decision on dividend payment (declaration) can be taken on condition there are no legal limitations for dividend payment (declaration).

5 ORDER AND TERMS OF DIVIDEND PAYMENT
5.1 The Company’s Board of Directors sets the date of making the list of persons entitled to take part in the Company’s General Shareholders Meeting. The list of persons entitled to dividends (further referred to as List) is made as of the date of the list of persons entitled to take part in the Company’s General Shareholders Meeting where decision is taken on dividend payment.
5.2 The List is made up by the Company’s Registrar under the Company’s authority.

5.3 The List includes persons on the share registry system (except nominal holders) and persons on whose behalf nominal holders own the shares as of the date of List making.

5.4 Dividend payment term is fixed by the Company’s General Shareholders Meeting, but not later than 60 days after the payment decision taking.

5.5 The Company does not set time limit for dividend receipt and does not terminate payment on shares whose holders have not got accrued dividends (unclaimed dividends) within the period fixed in p. 5.4 of the clause.
5.6 Interest on unclaimed dividends is not accrued.

5.7 Dividends are paid in cash assets.

5.8 Dividends paid are taxed in the order stipulated by the current legislation of the Russian Federation.

5.9 Transfer of the corresponding cash assets from the Company’s account to the shareholder’s bank account (postal address) fixed in the Company’s shareholder registry system is regarded as dividend payment.
5.10 The Company’s dividend payment (envisaged by the Regulations) corporate events preparation, coordination and holding is carried out by the Corporate management organization and the Company’s restructuring section. Business planning and key performance results control section of the Company’s Economy Department is responsible for preparing suggestions on planned dividend amount (in conformance with p.4.1 of the Regulations) and for dividend per share calculation for the Company’s CEO. Dividend tax amount calculation, withholding and transfer is performed by Tax records and reporting section of the Company’s Accounting and Tax Department.

5.11 The Company is entitled to carry out dividend payment through the company’s Registrar or engage an outside entity (payment agent) on contract basis. 

5.12 The Company is a tax agent on share dividend payments to shareholders. The Company calculates, withholds and transfers dividend tax amounts to the budget in order and terms stipulated by the current legislation of the Russian Federation. Dividends are transferred to shareholders net of withheld tax amounts.
6 DIVIDEND PAYMENT LIMITATIONS
6.1 The Company is not entitled to take decision on share dividend payment (to declare dividends) in the following cases:
· until the Company’s authorized capital is paid in full;
· until all the shares to be redeemed under Art. 76 of Federal Law (76 ФЗ) “On Joint Stock Companies” are redeemed;

· if as of the date of such decision, the Company meets the insolvency test or if specified  indicia of insolvency may appear as a result of dividend payment;

· if as of the date of such decision, the Company’s net assets value is less than the authorized capital, the reserve fund and the excess of the disposal value of privileged shares over their nominal value as specified by the Company’s Charter (if privileged shares are placed), or may become less than the said amount as a result of dividend payment;

· in other cases provided for by the laws of the Russian Federation.
6.2 The Company is not entitled to take decision on dividend payment (declare dividends) (including dividends on the basis of quarter I, year half, nine months of financial year results) on ordinary and privileged shares if dividend amount is not fixed (in case of privileged shares placement), if decision is not taken on dividend payment in full (including accumulated dividends on cumulative privileged shares) on all privileged shares classes dividend amount of which (including dividends on the basis of quarter I, year half, nine months of financial year results) is stipulated by the Company’s Charter (if they are placed).
6.3 The Company is not entitled to take decision on dividend payment (declare dividends) (including dividends on the basis of quarter I, year half, nine months of financial year results) on ordinary and privileged shares if dividend amount is not fixed (in case of privileged shares placement), if decision is not taken on dividend payment in full (including accumulated dividends on cumulative privileged shares) on all privileged shares classes giving dividend receipt priority to privileged shares of the class (if such shares are placed).

6.4 The Company is not entitled to pay dividends declared on shares in the following cases:
· if as of the date of such decision, the Company meets the insolvency test or if specified  indicia of insolvency may appear as a result of dividend payment;

· if as of the date of such decision, the Company’s net assets value is less than the authorized capital, the reserve fund and the excess of the disposal value of privileged shares over their nominal value as specified by the Company’s Charter (if privileged shares are placed), or may become less than the said amount as a result of dividend payment;

· in other cases provided for by federal laws.
Upon termination of the circumstances specified in the present clause, the Company shall be obliged to pay the declared dividends to shareholders.
7 DIVIDEND POLICY INFORMATION DISCLOSURE
7.1 Regulations on Dividend Policy of “IDGC of the South”, JSC, is in continuous access on the Company’s Internet website at www.mrsk-yuga.ru in the section “Corporate management”/ “Internal regulations”.
7.2 Information on taking decisions by the Company concerning dividend payment, amounts, terms, order and form of payment is disclosed in the way stipulated by the current legislation of the Russian Federation.

7.3 In the structure of information (materials) provided to persons entitled to participate in General Shareholders Meeting as preparation kit for the Company’s  General Shareholders Meeting, all the necessary data must be contained regarding dividend payment following the financial period results, statement that persons on the Company’s shareholder registry system shall be obliged to inform the register-keeper on any data changes, and information on consequences of this obligation non-execution by the shareholder.
8 CONSEQUENCES OF INCOMPLETE OR OVERDUE DIVIDEND PAYMENT
8.1 The Company is responsible in conformance with the current legislation of the Russian Federation for timely and complete General Shareholders Meetings’ decisions execution on dividend payment.

8.2 The Company is not responsible for dividend non-distribution in case accurate information is not submitted by the shareholders on their bank data or postal addresses and changes to them, which makes it impossible to pay dividends to such shareholders.
9 CLOSING PROVISIONS
9.1 Issues connected with dividend payment to the company’s shareholders and not regulated by the current legislation of the Russian Federation norms, the Company’s Charter and the Regulations, must be solved on the basis of rights and legal interests provision of the Company’s shareholders.

9.2 The Regulations are approved, changed and amended by the Company’s Board of Directors decision. Decision is taken by the majority of vices of the Board of Directors members participating in the meeting.

9.3 If as a result of the Russian Federation legislation changes, certain clauses of the Regulations come into conflict with it, the clauses cease to be in force, and the Company follows legislation requirements of the Russian Federation. 
