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1. General Provisions

1.1. The present Regulation on dividend policy of Open joint stock company “Interregional Distribution Grid Company of the South” (hereafter - Regulation) is drawn up in accordance with current legislative of Russian Federation, with “IDGC of the South”, JSC Charter (hereafter – the Company) as well as recommendations of Code of corporate management of “IDGC of the South”, JSC and other Company’s internal documents.

1.2. Dividend policy of the Company is a system of Company’s methods and principals in determining a ratio between capitalized part of the profit and profit payable in the form of dividends, also it is a system of principals and relations in defining the order and terms of dividends payout, in setting responsibility for non-payment of dividends.
1.3. Dividend policy of the Company is based on balance of Company’s interests and shareholders at determining the amount of dividends, on respect and strict observance of shareholders’ rights stipulated by the current legislation of RF, by Charter of the Company and internal documents, the policy is aimed at increase of investment appeal of the Company and growth of market capitalization.

1.4. The Regulation determines basic rules and methods on issues of recommendations to the General shareholders meeting on amount of shares dividends with the purpose to provide transparency of the mechanism of dividend payments determination; also the Regulation sets methods of informing shareholders and other interested persons about dividend policy and determines the order of adopting decision on payment of dividends, conditions of payment, the way of accounting dividends, including  terms, place, form of payment. The responsibility for non-payment of dividends is stipulated by the present Regulation as well.
1.5. Expressions and definitions of the Regulation are used in the meaning they are used by legislative of Russian Federation on joint stock companies and securities if another variant is not provided by the Regulation.

2. Principals of Company’s Dividend Policy

2.1. The dividend policy is based on the following principals:

· dividends are accounted on the basis of profit excluding revaluation of financial investments;

· the necessity of maintaining the demanded level of financial and technical condition of the Company (implementation of investment programme), providing future development of the Company;

· correspondence of the adopted by the Company method of dividends distribution and their payment  to legislative of RF and to best standards of corporate conduct;
· balance of Company’s and shareholders’ interests;

· the necessity of increasing the Company’s investment appeal and capitalization;

· transparency of mechanism of dividends distribution;

· dividends on common shares should be paid out only in case of payment in full volume of preferred shares dividends (in case of placing the preferreds of the Company)

2.2. The recommended sum of dividends is determined by Board of Directors on the basis of financial indicators of the Company, and the Board of Directors should try to provide positive dynamics of dividends amount payable to shareholders from year to year.

3. Dividend Payment Options
3.1. The Company has a right to adopt decision on payment of dividends on placed shares by the results of the first quarter, half-year, nine months, financial year and or by the results of financial year. The decision to pay (declare) the dividends by the results of the first quarter, half-year, nine months, financial year and or by the results of financial year should be adopted within three months after the end of particular period in conditions of efficient net profit sent for financing investments, development of the Company.

3.2. The Company tries to increase the amount of paid to shareholders dividends, as well as capitalization, in terms of gained profit during the reporting period and needs for development of production and investment activity of the Company.
3.3. The Company is not entitled to adopt a decision on payment of dividends on shares:

· before the settlement of authorized capital of the Company;

· before redemption of shares that should be purchased as per the article 76 of Federal law “On Joint Stock Companies”;

· if at the day of adopting of such decision the company is considered as bankrupt as per the legislative of Russian Federation on insolvency (bankruptcy) or if the company will become bankrupt after dividends pay out;
· if at the day of adopting the decision the cost of company’s net assets is less than its authorized capital, reserve fund and the exceeds on nominal cost determined by the disposal value of placed preferreds or will become less than their amount in the result of adopting such decision;

· in other cases stipulated by federal laws.

3.4. The Company is not entitled to adopt decision on payment (declaration) of dividends (including dividends by the results of first quarter, half-year, nine months, financial year) on common shares and preferreds which amount is not determined (in case of placing the preferreds), if the decision on dividends payment in full volume is not adopted (including accumulated dividends on cumulated preferreds) on all types of preferreds which amount of dividends (including dividends by the results of first quarter, half-year, nine months, financial year)is determined by the Company Charter.
3.5. The Company is not entitled to adopt a decision on dividends payment (declaration) on preferred shares of particular type (in case of their placement) if was not adopted decision on full payout of dividends (including accumulated dividends on cumulative preferred shares) on all types of preferreds giving an advantage in order of receiving the dividends over preferreds of this type (incase of placement of such shares).
3.6. The Company is not entitled to payout the declared dividends on shares if:

- at the payment day the company is considered as bankrupt as per the legislative of Russian Federation on insolvency (bankruptcy) or if the company will become bankrupt after dividends pay out;

- if at the day of adopting the decision the cost of company’s net assets is less than its authorized capital, reserve fund and the exceeds on nominal cost determined by the disposal value of placed preferreds or will become less than their amount in the result of adopting such decision;

- in other cases stipulated by federal laws

3.7. At profit and loss sharing by the results of financial year (including payout (declaring) of dividends) profit distributed as dividends by the results of the first quarter, half year, nine months is not accounted.

4. Amount of Dividend Payout

4.1. The dividends calculation by the results of financial period is carried out the following way. 
I. If the conditions, stipulated by the article 3 of the present Regulation, are observed the decision on dividends payout is adopted at simultaneous fulfillment of the following criterion:

-  presence of net profit by the results of financial period;

- presence of net profit by the results of financial period excluding revaluation of financial investments;

- balance between debt (by the end of the period) and EBITDA
 index (the calculation of the index is carried out on the basis of current regulation on credit policy) is less than three – in case of non-fulfillment of this criterion the discharge of loaned assets will be of priority to dividends payout.

II. Dividends calculation:
Dividend = Net Asset – Mandatory Deductions - Investments – Prior Year Losses

where:

Dividend – total amount of net profit meant for dividends;

Net Asset – net assets by the results of financial year (excluding revaluation of financial investments) gained according to set by the company long –term regulation parameters;
Mandatory Deductions – sum of mandatory deductions to reserve and other funds (as per Company’s Charter), ratio to total amount of deductions to funds corresponds to share of profit excluding revaluation of financial investments in total volume of net profit;

Investments – share of profit meant for investments and development of the Company;

Prior Year Losses – share of profit meant for discharge of previous years losses from business activity, if any present (not more than 0.5* (Net Asset – Mandatory Deductions - Investments)).
III. If within the reporting year any significant technological faults in equipment operation occurred and index of reliability was not observed (exceeding the permitted number of accidents as per the article 2.1 of Direction of investigation and record of technological faults in energy system, power stations, boiler stations, electric grids and heating systems, Ruling Document 153-34.0-20.801-2000, approved by the RF Ministry of Energy 29.10.2000) and decisions on increasing reliability and quality of services were approved by Company’s Board of Directors, than the dividends amount is determined with regard of such decisions. 

5. Sources for Dividends Payout

5.1. According to current legislation of RF, the dividends are paid out from company’s profit after taxation (company’s net profit) calculated according to current rules of accounting and preparation of account statements, dividends are distributed among shareholders regarding the number and type of shares possessed. Also the source of dividends can be special funds (stipulated by Company’s Charter) of the Company for dividends payout on preferreds (if placed).

5.2.  Structure of net profit distribution includes assets for mandatory deductions as per the current RF legislation, Charter and internal documents as well as other expenses, including dividends payout. 
5.3. Members of Company’s Board of Directors determine the recommended amount of dividends on Company’s shares. Director General of the Company has a right to propose own recommendations on profit distribution to Board of Directors, including recommendations on divides payout. 
5.4. The amount of dividends paid on common shares is determined by General shareholders meeting regarding recommendations of Board of Directors and should not exceed the amount proposed by the latter.

5.5. The amount of dividends paid on one common share is determined by dividing the total sum of dividends on number of Company’s common shares on which the dividends can be set (as per legislation). 

5.6. The recommended by Board of Directors amount of interim dividends (a dividend which is declared and distributed before the company’s annual earnings have been calculated, distributed by the results of quarter, half-year, nine months) is determined according to the following terms:
· the amount of dividends from profit of the current year cannot exceed the planned, in accordance with Business-plan adopted by the Board of Directors, amount of dividends by the results of the year (determined regarding the mandatory deductions in Company’s funds as per the current legislation of RF, Charter and internal documents of the Company);
· the amount of dividends from the profit of previous years cannot exceed the latter (as per the data of account report) regarding which the general shareholders meeting did not adopt a decision on its distribution.

6. The Order on Adopting a Decision on Dividends Payment
6.1. Decision on declaration, payment or non-payment of dividends, as well as the amount of dividends, type, terms and order of payment on shares of each category (type) is adopted by General shareholders meeting in accordance with Company’s Charter and on the basis of Board of Directors recommendations on amount of dividends. Dividends cannot exceed the sum recommended by Board of Directors.

6.2. Decision on payout of dividends from placed shares by the results of financial year is adopted by annual General shareholders meeting together with decision on distribution of Company’s profit by the results of financial year.

6.3. Decision on payout of dividends from placed shares by the results of first quarter, half-year, nine months is adopted by General shareholders meeting as a separate item of shareholders meeting agenda. 

6.4. Recommendations of Board of Directors and decision of General shareholders meeting on dividends payout should determine: 

· category and type of shares on which dividends have been declared;

· sum of dividend per one share of particular type and category;

· order and terms of dividends payout;

· form of dividends payout.

6.5. Decision on payment (declaration) of dividends should be adopted on conditions of absence of stipulated by legislation restrictions on dividends payout (declaration).
7. List  of Persons Entitled to Receive Dividends
7.1. Company’s Board of Directors determines the date of compiling lists of persons entitled to participate in General shareholders meeting. Simultaneously with this list, the list of persons entitled to receive dividends is compiled; decision on dividends payout is adopted at General shareholder meeting.
7.2. The Company’s Registrar compiles the list of persons entitled to receive dividends by order of the Company.
7.3. The following persons  are included in this list:

· shareholders registered in the system of shareholders record keeping as of the date of compiling the list;

· other persons (chargeholders, trustees, etc) registered in the system of shareholders record keeping as of the date of compiling the list, if the contract between such person and shareholder does not stipulate other conditions;
· shareholders which shares holds a nominee holder registered in the system of shareholders record keeping as of the date of compiling the list. To draw up th list of persons entitled to receive dividends the nominee holder should provide data on persons in which interests he holds the shares.

7.4. If shares are in common ownership than all holders should be included in the list of persons entitled to receive the dividends.

7.5. Information about the way of receiving the dividends can be found in questionnaire of registered person. The responsibility for providing valid date for the questionnaire of persons registered in the list is placed on shareholder.

7.6.    To protect shareholders rights for receiving dividends the Company, while setting the relationships with registrar, will take all the necessary efforts to set sanctions for validity of data provided in list of persons entitled to receive dividends as well as date on way (form) of receiving.
7.7. If any changes in the list are made the Company would emend from registrar the reasons of making such changes.
7.8. Any shareholder has a right to address to Company with request for providing the information on including (excluding) him/her in the list of persons entitled to receive the dividends. 

7.9. Within five business days from the moment of receiving the request mentioned in paragraph 7.8 the Company should prepare and send the answer to shareholder to his/her postal address if in the requite any other way of getting the information is not mentioned. 

8. Order, Terms and Form of Dividend Payout

8.1. Terms and order of dividend payout is stipulated by the Charter or decision of Company’s General shareholders meeting.

8.2. Dividends are distributed only in cash assets.

8.3.  If the last day of dividends payout is a day-off, than the last day of dividends distribution should be the nearest following working day.
8.4. The Company is obliged to pay the declared dividends before the end of fixed term.
8.5. The Company has a right to make payments on dividends in any day of fixed term of payment.

8.6. According to the article 196 of Civil Code of Russian Federation the accrued but not paid out dividends are kept for three years. This term is counted from the last day of dividends payout.

8.7. The interest on unclaimed dividends is not added.

8.8. Taxation of distributed dividends is carried out in order stipulated by current legislation of Russian Federation.

8.9. The dividend is paid out when the particular sum of money is transferred from Company’s account to bank account (postal address) mentioned in shareholders registry.

8.10. Shareholder in any time can make changes in questionnaire of registered person in paragraph of form of dividends receiving, data on bank account or postal address where the dividends will be transferred; in case of introducing changes the shareholder should provide the registrar with new questionnaire. Registrar should provide the Company with updated information within the term of dividends payout. The company does not bear responsibility for transferring the dividends to shareholder on former address or bank account if the changes in data become known only after the end of dividends payout term. 

9. Information Disclosure on Dividend Policy
9.1. The Company places Regulation on Dividend Policy of “IDGC of the South”, JSC and all changes in it at website www.mrsk-yuga.ru.



9.2.  Information on adopting decision on dividends payout, on amount, terms, way and form payment is provided in order stipulated by the current legislation of Russian Federation.
9.3. Among the materials provided to shareholders for adopting decision on dividends payment should be information showing the presence or absence of conditions necessary for dividends payout.
9.4. The Company publishes statements on payment of dividends by placing the information at Company’s website no later than one day from the moment of drawing up minutes of General shareholders meeting at which the decision was adopted.

9.5. The published by the Company statement on decision to pay out dividends, their amount, form, order and terms should be unambiguous and clear for shareholders. At the same time in this statement will be explained obligations of the shareholder in case of changing their bank accounts, postal address and consequences of non-fulfillment of this obligation.
10. Responsibility of the Company for Non-Payment of Dividends

10.1. The Company is obliged to pay out the declared dividends in amount and terms fixed by the decision of General shareholders meeting and Company’s Charter. In case of non-fulfillment by the Company its obligations shareholders have right to demand payment of declared dividends through the courts.
10.2. The Company does not bear responsibility for violation of obligations on payment in case of absence in registry of shareholders correct or full data necessary for payment (transfer) of dividends to registered person.

11. Final Clauses
11.1. Issues, related to distribution of dividends to Company’s shareholders, that are not stipulated by RF legislation, Company’s Charter and present Regulation should be solved on the basis of rights and interests of Company’s shareholders.  

11.2. Company’s Board of Directors approves, introduces changes and amendments to the Regulation. The decision is adopted in order stipulated by legislation of RF and/or Company’s Charter.
11.3. If as a result of changes in several legislative and normative acts of Russian Federation particular articles of the present Regulation collide with these changes than they become invalid and before introducing changes in the Regulation the Company acts according to legislative and normative acts of Russian Federation.

� EBITDA - Earnings Before Interest Taxes Dividends And Amortization
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