PUBLIC  IRREVOCABLE OFFER

Krasnodar                   






August 26, 2009

By this offer (further referred to as Offer) Open Joint Stock Company “Interregional Distributive Grid Company of the South” registered in the Russian Federation at: 49 Bolshaya Sadovaya str., Rostov-on-Don, the Russian Federation, 344002 (further referred to as the Issuer) represented by the CEO Gavrilov Aleksander Ilyich acting under the Charter,  is irrevocably obliged to acquire non-convertible interest-bearing certificated bearer bonds of the Issuer with obligatory centralized deposit, 02 series, of nominal value 1 000 (One thousand) rubles each, with maturity  on the 1820th (One thousand eight hundred and twentieth) day from the date of placement beginning, state registration number 4-02-34956-Е dd December 16, 2008 (further referred to as Bonds) in amount of 6 000 000 (Six million) units inclusively from each person who is a Bond Holder with Bond disposition rights in accordance with the present Offer terms are not limited by the current legislation of the Russian Federation, at the Bond acquisition price increased by the amount of the accumulated coupon income on the following terms:

Clause 1. Terms and definitions

1.1 “Agent” – OJSC “Alfa-Bank” acting on its own account and behalf, and at the expense of the Issuer on acquiring the Bonds. Postal address of the Agent: 12 Academician Sakharov prospect, Moscow, 107078. 

1.2 “Acquisition price” - 100 (One hundred) percent of the Bond nominal value. 

At that, accumulated coupon income is paid additionally, calculated as of the Bond acquisition Date in conformity with the Decision on the securities issue of JSC “IDGC of the South” and the securities Prospect of JSC “IDGC of the South”.

1.3 “Bond presentation time for acquisition by the Issuer” - within 60 (Sixty) calendar days from the moment of Liability Non-Execution Cases occurrence.

1.4 “Bond Holder” -  any person holding Bonds and/ or carrying out Bond trust management with Bond disposition rights in accordance with the present Offer terms are not limited by the current legislation of the Russian Federation.

1.5 “SE MICEX” – Closed Joint stock Company “Stock Exchange MICEX”. Postal address: 13 Bolshoy Kislovsky pereulok, Moscow.

1.6 “NDC” – Closed Joint Stock Company “National Depositary Center”. Postal address: Building 1, 13 Mashkova str., Moscow, 105062.

1.7 “Acceptor” – Bond Holder participating in the trades of “MICEX SE” and willing to sell Bonds or a person participating in the “MICEX SE” trades and entitled by the Bond Holder to sell Bonds at the Holder’s expense and behalf, and expressing consent to effect an agreement on the basis of the Offer by way of acting in accordance with clause 2.1 of the Offer.

1.8 “Financial debt” – amount of the Issuer’s debt on the short- and long-term credits and loans taken, including (but not limited to) bond, bill of credit and other debt instruments issues as of the accounting date based on the reporting in accordance with RSA (Russian Statutory Accounting).

1.9 “Net debt” – calculated as the Issuer’s Financial debt less cash assets (balance sheet line “Cash assets”) as of the accounting date based on the reporting in accordance with RSA.

1.10 “Own capital” - the Issuer’s own capital amount as of the accounting date based on the reporting in accordance with RSA.

1.11 “EBITDA” – operating profit of the Issuer before interest, taxes and depreciation payments, calculated for this offer as sum of the line “Sales profit/ loss” (of the Annual profit and loss statement  in accordance with RSA) and the line “Depreciation” (Appendix to the annual accounting balance sheet: Ordinary activity costs (by the elements of cost)).

1.12 “Decision on the issue” – decision on Bond issuance of JSC “IDGC of the South”, 02 series, state registration number 4-02-34956-E dd December 16, 2008.

1.13 “Security prospectus” – Bond Prospectus of JSC “IDGC of the South”, 02 series, state registration number 4-02-34956-E dd December 16, 2008.

1.14 “Acquisition date” - 7 (the seventh) work day from the termination date of the Bond Presentation time for acquisition by the Issuer in conformance with the Offer, but not prior to submission of Notification on the Bond issuance results to FSEC.

1.15 “Amount of Bonds acquired by the Issuer” 

On occurrence of Liability Non-Execution Case, the Amount of Bonds acquired by the Issuer is up to 6 000 000 (Six million) units inclusively.

1.16 “Liability Non-Execution Cases”:

1) complete or partial liability non-execution by the Issuer regarding regular interest (coupon) payment on the present issue Bonds for more than 7 (seven) work days;

2) delay of liability execution by the  Issuer regarding coupon income payment on any bonds of the Issuer, both placed and planned for placement, for more than 7 (seven) work days;

3) delay of liability execution by the Issuer regarding Bond acquisition under the offer for more than 1 (one) work day or repudiation of the offer;

4) the Issuer’s declaration of inability to execute financial liabilities on the present issue Bonds or other bonds, both placed and planned for placement;

5) delay of the Issuer’s liabilities execution regarding any bond retirement (including early retirement) issued by the Issuer on the territory of the Russian federation for more than 30 (thirty) work days;

6) presentation of other bonds of the Issuer and/ or  bonds guaranteed by the Issuer for early retirement, both placed and planned for placement;

7) violation of any liability by the Issuer, from the beginning date of placement, in relation to the following parties:

· any bank in case if the bank has filed a claim to the trial arbitrage court and the claim was accepted for production by the arbitrage court, on condition that the amount of liabilities non-executed to the bank and specified in the claim exceeds 400 000 000 (Four hundred million) rubles (or equivalent of this sum in another currency), and if the liabilities are not executed by the Issuer within 30 (Thirty) calendar days from the date of when such claim was accepted for production in the arbitrage court;

· state budget, including among the rest, any liability no-execution regarding tax, levy, duty and other obligatory budget payments, if the amount of such non-executed (overdue) payments exceeds 200 000 000 (Two hundred million) rubles (or equivalent of this sum in another currency), and if the acts or requirements of the tax authority and (or) the tax authority activity and (or) inactivity causing such liabilities are not litigated by the Issuer within 30 (Thirty) calendar days from the date of such requirement and/ of act juridically or administratively;

· to any other juridical of physical person, if the amount of such non-executed (overdue) payments fixed by an effective court decision, to such juridical or physical person exceeds 400 000 000 (Four hundred million) rubles (or equivalent of this sum in another currency), and the Issuer does not execute the liabilities on retirement of such non-executed (overdue) payments, and the Issuer fails to settle the  legal relationship within 30 (Thirty) calendar days from the date of the court decision coming into legal force;

8) providing loans by the Issuer to any third persons within the period from the date of signing the Offer until the moment of complete liability execution to the Bond Holders in conformance with present Offer terms for the total amount of  1 000 000 000 (One milliard) rubles;

9) sale and/ or alienation in any other form of the Issuer’s property in case if the amount of the specified transaction (or a group of associated transactions) and/ or balance cost of the specified property exceeds 5 % of the Issuer’s assets amount according to the accounting reporting made up in conformance with the legislation of the Russian Federation as of the latest accounting date, except for transactions carried out as part of the ordinary economic activity of the Issuer;

10) Net debt/ Own capital ratio (Debt load intensity limit) not more than 1,5x, calculated on the basis of the Issuer’s annual accounting reports  made up in accordance with RSA;

11) taking credits/ loans by the Issuer from the third persons resulting in the Financial debt amount as of any accounting date within the Offer validity term exceeding 15 000 000 000 (Fifteen milliard) rubles;

12) Net debt/ EBITDA ratio not more than 4,0x within the Offer validity term calculated on the basis of the Issuer’s annual accounting reports made up in accordance with RSA.

Liability Non-Execution Case occurrence can be confirmed by the following documents:

the Issuer’s accounting reports in accordance with Russian Statutory Accounting marked by a tax authority;

the Issuer’s financial reports made up in accordance with International Financial Reporting Standards and approved by the auditor;

the Issuer’s quarterly report;

information on essential facts and other official documents of the Issuer’

other official documents.

On occurrence of Liability Non-Execution Case, the confirmation of the fact shall be taken from the official documents of the public information sources. Announcements of the mass media cannot be referred to as confirmation documents.

Clause 2 Order of Bond acquisition

Bond acquisition by the Issuer is performed via MICEX SE in accordance with the normative documents regulating the market-maker activity on the securities market.

2.1 Order of Bond acquisition

In order to implement the right of the Bond sale, the Acceptor accepts the Offer by way of fulfilling both of the following two actions:

2.1.1 within the Bond presentation time for acquisition by the Issuer, a written  notification shall be submitted by the Acceptor on the intention to sell a certain number of Bonds (further referred to as Notification) to the Issuer’s Agent represented by CJSC “Alfa-Bank” (location: 12 Academician Sakharov prospect, Moscow, 107078, tel. (495) 785-96-71). The Notification shall be signed by the Acceptor. Only those Notifications shall be subject to satisfaction that that are properly processed and actually received by the Agent within the Bond presentation time for acquisition by the Issuer. The Notifications received by the Agent after the end of the Bond presentation time for acquisition by the Issuer are not subject to satisfaction, despite the dispatch date of the Notification.

The Notification shall be presented on the Acceptor’s letter headed paper in the following form:

“This is to certify that __________________ (full company name of the Bond Acceptor) has intention to sell non-convertible interest-bearing certificated bearer bonds with obligatory centralized deposit, 02 series, state registration number 4-02-34956-Е dd December 16, 2008, held by ___________________ (full company name of the Acceptor) to Open Joint Stock Company “Interregional Distributive Grid Company of the South” in conformance with the Security prospectus and the Decision on security issuance.

 Full company name of the Acceptor:

____________________________________

Bond amount presented for sale (in figures and words.)

____________________________________

Signature, seal of the Acceptor.

The Application shall be received on any work day within the Bond presentation time for acquisition by the Issuer. The Application is sent on the postal address of the Agent or submitted to the Agent personally at: 12 Academician Sakharov prospect, Moscow, 107078, tel. (495) 785-96-71).

The Application is considered to be received from the date of its receipt or submission to the Agent. The Issuer has no purchase obligation to the Acceptors who have not presented Applications within the specified period or whose Applications differ in the form from the above specified requirements.

2.1.2 a targeted bid of the Bond amount specified in the Notification shall be made by the Acceptor to the Trading system of MICEX SE in conformance with the Securities trading rules and other regulating documents of MICEX SE securities trading activity (further referred to as Trading rules) addressed to the Issuer’s Agent (OJSC “Alfa-Bank”) who is a participant of MICEX SE trade, with Bond acquisition price (as specified further). The bid shall be submitted to the trading system from 11 hours 00 minutes a.m. to 13 hours 00 minutes p.m. Moscow time on the date of Bond acquisition by the Issuer.

Total Bond amount specified in the Acceptor’s bids shall not exceed Bond amount specified by the Acceptor in the Application. Sale bid and/ or bids exceeding in total the Maximum Bond amount are only subject to satisfaction by the Issuer to the extent of the Maximum bond amount subject to acquiring from such an Acceptor.

Extract from the Bond bid register made up in the form of the corresponding Appendix to the Securities trading rules and/ or other documents of MICEX SE certified by the signature of the authorized person of MICEX SE is considered to be sufficient confirmation of the fact of Bond bid making by the Acceptor.

The Issuer is obliged to close transactions via the Agent with all the Acceptors who carried out both actions necessary for the present Offer accept, in the period from 04 hours 00 minutes p.m. to 06 hours 00 minutes p.m. Moscow time on the Bond acquisition date. Transactions are closed by way of making targeted counter order to the bids made in conformance with the second action and kept in the trading system by the moment of transaction closing.

Liabilities of the parties (Bond Issuer and the Acceptor) on Bond purchase are considered executed from the moment of property right to the acquired Bonds transfer to the Issuer (transfer to the issuer account of the Issuer’s depot in the NDC) and payment for the Bonds by the Issuer (execution of the term “delivery versus payment” in conformance with the clearing rules of MICEX SE Clearing organization)

Clause 3. Prohibition of assignment of right of demand

Assignment of right of demand on the transactions closed by accept of the Offer is not allowed.

Clause 4. Arbitration clause

All the disputes and disagreements arising from the Offer and transactions closed via accept of the Offer, including the ones on the execution, violation, termination or actual state are subject to solving in the Arbitrage court of Moscow.

Disputes involving physical persons are solved in accordance with the legislation of the Russian Federation.

Clause 5. Applicable law

The Offer and transactions closed on its basis are subject to the law of the Russian Federation and are to be interpreted accordingly.

Clause 6 Termination of the Issuer’s liabilities

On execution of liabilities arising from the accepted Offer the Issuers liabilities on the Offer are terminated.

Clause 7. Order of Bond accumulated coupon income value calculation

On any day between Bond placement beginning date and Bond retirement, Bond accumulated coupon income value (ACI) is calculated on the formula:

ACIi=Nom x Ci x (T – Ti)/ 365/100 %, where

i – order number of the coupon period (namely, the coupon period of Bond acquisition);

Nom – nominal value of 1 (one) Bond (in rubles);

Ci – coupon amount according to the coupon period i (namely, the coupon period of Bond acquisition) (annualized percentage rate);

Ti – coupon period beginning date (namely, the coupon period of Bond acquisition); 

T – current date (namely, Bond acquisition date). Bond accumulated coupon income value is calculated to kopecks (rounding is made according to the rules of mathematical rounding to the nearest whole number. At that, the rule of mathematical rounding shall be understood as the rounding method where a whole kopeck (kopecks) value does not change, if the next figure after the rounded one is equal to any from 0 to 4, and the value changes increasing by one, if the next figure is equal to a any from 5 to 9).

Clause 8. Offer validity term

The Offer is valid in the period from the beginning date of Bond placement until the beginning date of the coupon period, with the rate set by the Issuer after the state registration of the Report on the Bond issuance results or presenting Notification on the Bond issuance results to FSEC in case if in conformance with the Federal Law “On Securities Market” and other federal laws, the issuance is carried out without the procedure of the state registration of the Report on the Bond issuance results.

Clause 9. Other Offer terms

In case of the Issuer’s liabilities non-execution on closing transactions via the Agent by way of submitting targeted counter orders for Bond purchase, the Acceptor is entitled to call the Issuer for payment of the Bonds at the acquisition price by way of personal submission or sending by post of the Notification copies marked by the Agent on the receipt of the corresponding written Notification and the letter with requisites for transferring cash assets to the Issuer’s address: 327 Severnaya str., Krasnodar, Russian Federation, 350015; reception room of the Deputy CEO, Economy and Finance, and reception room of the Head of the Finance Department, telephone (861) 279-85-07, 279-88-22.

Not later than 3 (three) days after the Issuer’s receipt of the documents from the Acceptors, the Issuer is obliged to pay the transaction amounts calculated as Bond amount specified in the trading bid for sale in conformance with the terms and conditions of the Offer multiplied by the Acquisition price, increased by accumulated coupon income as of the payment date. The Acceptor is obliged to transfer Bonds to the Issuer’s account depot in the NDC to the section “repurchased” 21000000000000000 not later than 2 (two) work days from the moment of the cash assets receipt.

10 Prohibition of assignment of right of demand

Assignment of right of demand on the transactions closed by accept of the Offer is not allowed.

11 Applicable law and arbitration clause

The Offer is regulated by the legislation of the Russian Federation.

All the civil disputes and disagreements arising from the Offer irrevocability and from the transactions closed through the present Offer accept, or in connection with the circumstance and transactions specified, including the ones regarding the execution, violation, termination or actual state, are subject to solving in conformance with the legislation of the Russian Federation.

CEO of “IDGC of the South”, JSC _____________________ Gavrilov Aleksander Ilyich

L.S.

