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Moscow
4. Having considered in conformity with article 12 of the Charter of RAO UES of Russia, JSC and the Charter of IDGC of South, JSC the documents concerning the extraordinary general shareholders meeting of IDGC of South, JSC,
The Board decided:

4.1. To approve Regulations on the Rules for Calling and Carrying out of Board of Directors Meetings (Appendix 9).
4.2. To approve the Regulations for the Company Auditing Committee (Appendix 10).
4.3. To approve the Regulations for remuneration and compensation payment to members of the Company Board of Directors (Appendix 11).
4.4. About approval of the Regulations for remuneration and compensation payment to members of the Company Auditing Committee (Appendix 12).
4.5. The control over execution of item 4. of this  decision shall be assigned to the Member of the Board, Management Director of RAO UES of Russia, JSC ("Grids" business unit )  A.N. Rappoport
The responsible secretary of Board of RAO UES of Russia, JSC is A.A. Zaharov.
dispatched to: A.N. Rappoport, Corporate Governance and Shareholder Relations Department of the Corporate Center, IDGC of South, JSC.
Appendix 9

To Minutes of the Management Board of RAO UES of Russia, JSC

As of 5 October 2007 No. 1751pr/4

Approved by:

Decision of the General Shareholders Meeting of IDGC of South, JSC - Management Board of “UES of Russia” as of _____2007, minutes No. _____

REGULATIONS

On the Rules for Calling and Carrying out of Board of

Directors Meetings

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

Rostov-on-Don

2007
1. General Provisions

1.1. The present Regulations were drawn up in accordance with the Civil Code of the Russian

Federation, the Federal Law “On Joint-Stock Companies”, other normative-legal acts of the Russian

Federation and the Charter of the “Interregional Distribution Grid Company of South”, Joint Stock Company (hereinafter referred to as the Company).

1.2. The present Regulations are an internal document of the Company, determining rules for calling and carrying out of meetings of the Company’s Board of Directors.

1.3. The Board of Directors is a Managing body of the Company that carries out general management of the Company’s activities, controls implementation of resolutions of general meetings of the Company’s shareholders in accordance with the requirements of the Legislation of the Russian Federation.

1.4. The main goals and objectives of activities performed by the Company’s Board of Directors are:

determining of a strategy for the Company’s development, aimed at increase of its market

capitalization and investment attractiveness, achieving the maximum benefit and enlarging of the

Company’s assets;

providing protection of rights and legal interests of the Company’s shareholders and assistance in

settling the corporative conflicts;

providing complete, reliable and objective disclosure of information on the Company to the

shareholders and other interested individuals;

establishment of effective internal control mechanisms;

regular evaluation of the activities realized by executive bodies and administration of the

Company;

For realization of the stated goals and objectives the Board of Directors must be guided by the following principles:

passing resolutions based on reliable information on the Company’s activities;

exclusion of restrictions of the shareholders rights to participate in the Company’s management, receive dividends and information on the Company;

achieving balance of the interests of different shareholders groups and making maximum objective resolutions meeting the interests of all the Company’s shareholders.

1.5. In its activities the Board of Directors is guided by the Federal Law “On Joint-Stock Companies”, other normative-legal acts of the Russian Federation, the Charter of the Company and the present Regulations.

2. Chairperson and Deputy Chairperson of the Company’s Board of Directors

2.1. Activities of the Board of Directors are organized by the Chairperson of the Company’s Board of Directors.

2.2. The Chairperson of the Board of Directors is elected by the members of the Company’s Board of Directors from their number by a majority vote of the total number of members of the Company’s Board of Directors.

A person functioning as the Company’s general director is not entitled to be elected the Chairperson of the Company’s Board of Directors.

2.3. The Board of Directors is entitled to reelect the Chairperson of the Board of Directors at any time by a majority vote of the total number of members of the Company’s Board of Directors.

2.4. Chairperson of the Board of Directors:

1) organizes activities of the Board of Directors;

2) calls the Board of Directors meetings;

3) determines a mode for carrying out the Board of Directors meetings;

4) approves agenda for the Board of Directors meetings;

5) determines a list of materials (information) on agenda of the meetings which are to be presented to the members of the Company’s Board of Directors;

6) determines a list of persons invited for participation in discussing of certain problems on agenda of the Board of Directors meetings;

7) presides at the Board of Directors meetings;

8) signs the Minutes of the Board of Directors meetings, demands for carrying out inspection (revision) of the financial and economic activities of the Company and other documents on behalf of the Company’s Board of Directors;

9) carries out control of implementation of the working plan of the Board of Directors activities approved by the Board of Directors;

10) represents the Board of Directors in relations with the Company’s shareholders, administrative bodies, public organizations, mass media;

11) carries out correspondence of the Board of Directors with shareholders, executive bodies, staff members of the Company, other organizations;

12) presides at general meetings of the Company’s shareholders, announces agenda, informs on

coming speeches and reports and realizes other functions of the Chairperson of the general meetings

of the Company’s shareholders, stipulated by the Regulations on the Procedures of Preparation and

Carrying out of General Meetings of the Company’s Shareholders;

13) organizes on behalf of Board of Directors control of implementation of the resolutions of the general meetings of the Company’s shareholders and Board of Directors, officially puts to the control implementation of the resolutions passed by the Company’s Board of Directors and terminates control from the implemented resolutions;

14) provides meeting the requirements of the legislation of the Russian Federation, the Charter of the Company, other internal documents of the Company and the present Regulations in the process of carrying out of the Board of Directors meetings;

15) realizes other functions stipulated by the legislation of the Russian Federation, the Charter of the Company and resolutions of the Company’s Board of Directors.

2.5. in case of absence of the Chairperson of the Company’s Board of Directors his functions are realized by a person, elected from the number of the Board of Directors members by a majority vote of the members of the Company’s Board of Directors (Deputy Chairperson of the Company’s Board of Directors).

A member of the Company’s Board of Directors being the General Director of the Company or a member of a corporate executive body of the Company can not be elected a Deputy Chairperson of the Company’s Board of Directors.

3. Members of the Board of Directors, their Rights, Duties and Responsibility

3.1. Members of the Board of Directors within the competence of the Board of Directors are entitled to:

1) receive information on the Company’s activities, study all the constituent, normative, accounting, reporting, contractual and other documents of the Company according to the legislation of the Russian Federation and internal documents of the Company;

2) introduce written suggestions on drawing up a plan for the Board of Directors operation;

3) according to the approved procedure to introduce problems of the agenda of the Board of Directors meetings;

4) demand calling of the Board of Directors meetings;

5) realize other rights stipulated by the legislation of the Russian Federation, the Charter of the Company and resolutions of the Company’s Board of Directors.

3.2. A member of the Board of Directors is entitled to demand in written form for documents and information necessary for passing a resolution on problems within competence of the Board of

Directors directly from the Company’s General Director (other person acting as a sole executive body of the company) or from the Corporate Secretary of the Board of Directors as well.

3.3. The documents and information must be presented to the member of the Board of Directors

no later than 5 (five) working days from the date of the corresponding demand.

3.4. Members of the Board of Directors can be paid a reward and (or) a compensation of expenses connected to the implementation by the members of the Board of Directors of their functions according to the procedure fixed in the Regulations on Rewards and Compensations to the members of the Board of Directors, approved by the general meeting of the Company’s shareholders.

3.5. Members of the Board of Directors in realizing their rights and responsibilities must act in the interests of the Company, honestly and reasonably realize their rights and duties.

3.6. Members of the Board of Directors respond before the society for the losses inflicted to the Company by their actus reus (failure to act) according to the valid legislation.

Those members of the Board of Directors who voted against the resolution that led to inflicting losses to the Company or those, who did not participate in the vote, are not responsible for the loses.

4. Corporate Secretary and Secretariat of the Board of Directors

4.1. Technical (informational, documentary, legal, secretarial) support of the current activity of the Board of Directors is realized by the Corporate Secretary of the Company (Secretariat of the Board of Directors) functioning in accordance with the Charter of the Company, present Regulations, Regulations on the Secretary of the Board of Directors, other internal documents of the Company and on the instructions of the Chairperson of the Board of Directors.

4.2. Corporate Secretary of the Board of Directors is elected by members of the Company’s Board of Directors by a majority vote of the members, participating in the meeting.

The candidate for the Corporate Secretary of the Board of Directors is suggested by the Chairperson of the Board of Directors.

Board of Directors is entitled to reelect the Corporate Secretary of the Board of Directors at any time.

In case if the suggested candidate is a member of the Company’s staff his candidature must be approved by the General Director of the Company.

In order to provide an effective operation of the Corporate Secretary of the Board of Directors, the Board of Directors by its resolution is entitled to establish a Secretariat of the Board of Directors composed of members of the Company’s staff.

Management of the Secretariat of the Board of Directors (in case of its establishment) must be realized by the Secretary of the Board of Directors.

4.3. Function of the Corporate Secretary of the Board of Directors include:

1) drawing up and presentation to the Chairperson of the Board of Directors of a draft agenda for the coming meeting of the Board of Directors according to the Plan of Operation of the Board of Directors and the suggestions from the members of the Board of Directors, the Company’s General Director, Auditing Committee, Auditor of the Company;

2) providing preparation and delivery of the documents (materials) necessary for organization and carrying out of Board of Directors meetings (notification on carrying out meetings, draft resolutions of the problems on the agenda of the meeting, project of the documents for pre-studying, etc.);

3) organizational and technical support for carrying out a vote at the Board of Directors meetings;

4) organization of cooperation of the Board of Directors with the executive bodied of the Company, Board of Directors committees and departments of the Company;

5) organization of preparation and presentation of the documents (information) on demands of the Board of Directors members;

6) organization of demands and replies for the letters on behalf of the Company’s Board of Directors on instruction of the Chairperson of the Board of Directors;

7) collection of the questionnaires filled in by the Board of Directors members;

8) drawing up minutes of Board of Directors meetings and extracts from the minutes of Board of

Directors meetings;

9) delivery of the documents approved by the Board of Directors;

10) drawing up ad carrying out a nomenclature of the Board of Directors activities;

11) systematization and storing of the Board of Directors documents and materials;

12) control of implementation of the Board of Directors resolutions;

13) preparation of demands for presenting information (materials) on the problems on agenda of the Board of Directors meetings;

14) control over reliability of information being presented and correct designing of the documents presented for consideration and approval to the Board of Directors;

15) preparation on instruction of the Board of Directors Chairperson (Deputy Chairperson of the Board of Directors) of drafts of certain documents and resolutions of the Board of Directors including a draft Plan of the Board of Directors Operation;

16) organization of keeping record of the Board of Directors meetings, including on agreement of the participating members, on magnetic devices;

17) realizing other functions stipulated by present Regulations, instructions of the Chairperson and members of the Company’s Board of Directors.

4.4. Secretary of the Board of Directors provides coordinated and operative cooperation of Board of Directors members with the Company’s shareholders and their representatives, with executive body of the Company, heads and employees of the Company’s departments in order to provide an effective operation of the Board of Directors.

Secretariat of the Board of Directors must technically provide an effective operation of the Board of Directors, render every kind of assistance to the operation of the committees, Committees and other Board of Directors bodies.

4.5. Secretary of the Board of Directors is entitled to demand and receive information, necessary for the Board of Directors operation, including that according to the demands of members of the Company’s Board of Directors from departments of the executive body of the Company.

4.6. Secretary of the Board of Directors is responsible for:

timely delivery of notifications on the Board of Directors meetings and materials for the meetings to the Board of Directors members;

quality of design and reliability of the information contained in the Minutes of the Board of Directors meetings;

timely delivery of Minutes to the Board of Directors members.

4.7. Bodies and officials of the Company must render assistance to the Corporate Secretary of the Board of Directors in realizing his functions.

4.8. It is possible to sign a contract with the Corporate Secretary of the Company’s Board of Directors on realizing functions of the Corporate Secretary of the Company’s Board of Directors.

Terms of the contract with the Corporate Secretary of the Company’s Board of Directors, including  terms of rewarding the Secretary of the Board of Directors for realization of his/her duties are determined by the Company’s Board of Directors or by a person entitled by the Company’s Board of Directors.

4.9. Expenses on providing operation of the of Board of Directors Secretariat and on salary for its employees are covered by the Company’s assets within the estimate approved by the Board of Directors resolutions on presentation of Board of Directors Corporate Secretary.

5. Organization of the Board of Directors Operation

5.1. Board of Directors meting are carried out in accordance with the approved plan of the Board of Directors operation and also in case of necessity, but no less than once in a quarter, if other is not fixed by the present Regulations.

5.2. In case of necessity, the Board of Directors Chairperson may decide on carrying out an extraordinary Board of Directors meeting or delaying of the scheduled Board of Directors meeting.

5.3. Plan of the Board of Directors operation.

5.3.1. Plan of the Board of Directors operation may be drawn up according to the following main directions:

strategic development of the Company;

medium-term and current planning of the Company’s activities;

organization of the Board of Directors operation;

control of implementation of the Board of Directors resolutions and general shareholders meeting.

5.3.2. Plan of the Board of Directors operation must include:

1) items or consideration at the Company’s Board of Directors meetings in the current year (quarterly);

2) timetable of Board of Directors meetings holding;

3) list of individuals (management bodies of the Company) responsible for preparation of the items for consideration at the Board of Directors meeting (Board of Directors member, General Director of the Company, other individuals).

5.3.3. Plan of the Board of Directors operation are based on suggestions of the Board of Directors

Chairperson and its members, Company’s Auditing Committee, Company’s General Director,

Company’s Auditor with meeting the requirements stated in paragraphs 1 and 2 of 6.4. of this Regulations.

The suggestions must be sent to the Board of Directors Chairperson in written form and at the same time its copy must be sent to the Board of Directors Corporate Secretary.

6. Calling for a Board of Directors Meeting

6.1. First meeting of the Board of Directors elected in its new composition is called by a member of the Company’s Board of Directors through delivering a notification on calling a meeting to all the other members of the Company’s Board of Directors and to the Company addressed for the General Director.

The General Director must render assistance and present al the information necessary for organization of the first meeting of Board of Directors elected in its new composition.

The first meeting of Board of Directors should consider the following items:

election of a Board of Directors Chairperson;

election of a Deputy Chairperson of the Board of Directors;

election of a Board of Directors Corporate Secretary.

6.2. The following meetings of the Board of Directors are called by the Board of Directors Chairperson

(except the case stated in 2.5. of the present Regulations):

according to the schedule of carrying out Board of Directors meetings, approved by the Plan of Board of Directors operation;

on an initiative of Board of Directors Chairperson;

on written demand of a member of Board of Directors, Company’s Auditing Committee,

Company’s General Director, Company’s Auditor.

6.3. Demand for calling a Board of Directors meeting must contain:

reference to the initiator of carrying out the meeting;

statement of problems on agenda;

motives for putting the stated problems on agenda;

information (materials) on the problems on agenda;

draft resolutions on the agenda items.

6.4. A demand for calling a Board of Directors meeting must be designed in written form and signed by a person, demanding its calling.

A demand of the Company’s Auditing Committee for calling a Board of Directors meeting must be signed by the Auditing Committee Chairperson.

A demand for calling a Board of Directors meeting with all the necessary enclosures must be sent to the Board of Directors Chairperson and at the same time its copy must be sent to the Board of Directors Corporate Secretary.

6.5. The Board of Directors Chairperson must consider the presented demand for calling an extraordinary Board of Directors meeting and pass a resolution on calling of such a meeting, on denial from its calling or on putting the problems stated in the demand on agenda of a coming scheduled Board of Directors meeting (according to the approved Plan of Board of Directors Operation) no later than 5 (five) working days from the moment of receiving of the corresponding demand. Board of Directors meeting for consideration of the problem (problems) stated in the demand must be carried out no later than 30 (thirty) calendar days from the moment of receiving by the Board of Directors Chairperson of the corresponding demand.

Motivated resolution of the Board of Directors Chairperson on denial from calling an extraordinary Board of Directors meeting must be sent to the person, demanding calling of such a meeting no later than 3 (three) working days from the moment of passing such a resolution.

Not meeting with the requirements stated by 6.3. and 6.4.of the present Regulations may serve as a ground for not meeting the demand for calling an extraordinary Board of Directors meeting.

6.6. Notification on calling a Board of Directors meeting must be prepared by the Board of Directors Secretary and signed by the Chairperson or Deputy Chairperson of the Board of Directors (in the cases stipulated by the present Regulations).

6.6.1. Notification on calling a Board of Directors meeting must be sent by the Board of Directors Corporate Secretary to every member of the Board of Directors in written form no later than 11 (eleven) working days before the date of carrying out of the Board of Directors meeting (deadline of collection of the questionnaires for the voting) except the case stipulated by the present Regulations.

6.6.2. In case of putting on agenda of the Board of Directors meeting of the items which according to the Regulations on the Board of Directors Committees must be pre-studied by a corresponding Board of Directors Committee (in case of its establishment) and by the moment of sending a notification the resolutions (recommendations) of the Board of Directors Committee on the items were not presented, notification on calling such a meeting of the Board of Directors must be sent by the Board of Directors Corporate Secretary to every member of the Board of Directors in written form no later than 15 (fifteen) working days before the date of carrying out of the Board of Directors meeting (deadline of collection of the questionnaires for the voting) except cases stipulated by the present Regulations.

6.7. Simultaneously with notification on calling a Board of Directors meeting, materials on the items on the agenda of the meeting must be delivered to the members of the Board of Directors.

Materials (information) on the problems on agenda of the meeting are:

draft Board of Directors resolutions on the items on agenda of the Board of Directors meeting;

explanatory note to the draft Board of Directors resolutions on the items on agenda of the Board of Directors meeting;

draft documents presented for approval, agreement or confirmation by the Board of Directors;

minutes of the meetings and sittings of the governing bodies, resolutions (recommendations) of the Board of Directors Committees and other purposely established bodies and Committees of the Company for pre-study of the items (in case of establishment);

materials proving the information stated in the draft resolutions and explanatory notes;

other informational materials on the items on the agenda of the Board of Directors meeting.

6.8. Materials (information) on the items on agenda may be presented to the members of the Board of Directors personally, via fax, electronic mail; the notice on carrying out of the Board of Directors meeting shall be presented to the Company Board of Directors members via fax or in the original.

6.9. In case of putting on the agenda of the Board of Directors meeting of the items which according to the Regulations on the Board of Directors Committees must be pre-studied by a corresponding Board of Directors Committee, notification on the Board of Directors meeting and materials on the stated items must be presented by the Corporate Secretary of the Company’s Board of Directors to the corresponding Committee according to the terms and deadlines stipulated by 6.6.2. and 6.8. of the present Regulations.

Resolutions (recommendations) of the Board of Directors Committee must be sent by the Corporate Secretary of the Company’s Board of Directors to the members of the Board of Directors members in case of their presentation to the Board of Directors no later than 3 (three) working days before the date of carrying out of the Board of Directors meeting except the case mentioned in 10.18. of the present Regulations. In case if the resolutions (recommendations) of the corresponding Board of Directors Committee were not presented (or were presented with violation of the fixed terms) – the Board of Directors is entitled to pass a resolution on the problem without consideration of such resolutions (recommendations).

6.10. The Board of Directors Chairman is entitled on agreement with the initiator of putting to consideration of the Board of Directors of the problem which according to the Regulations on the

Board of Directors Committees must be pre-studied by a corresponding Board of Directors Committee, to delay once consideration of the stated problem in case if the Committee have not presented the necessary resolutions (recommendations) and the Committee Chairperson has sent a letter with the motivated request for such a delaying.

6.11. In cases considered in 5.2. and part 10 of the present Regulations the deadline of delivering of a notification on calling a Board of Directors meeting to the Board of Directors members and presentation of the materials (information) may be reduced by a resolution of the Board of Directors Chairman.

7. Rules for Carrying out the Board of Directors Meeting

7.1. The Board of Directors meetings are opened by the Board of Directors Chairperson.

7.2. In the Board of Directors meetings participate the Board of Directors members and persons invited to the meeting for every problem, being considered according to the list approved by the Board of Directors Chairperson.

7.3. The Board of Directors Secretary states the quorum for carrying out the Board of Directors meeting.

The quorum for carrying out the Board of Directors meeting is no less than a half of the elected members of the Company’s Board of Directors.

7.4. The Board of Directors Chairperson informs the participants on presence of the quorum necessary for carrying out the Board of Directors meeting and announces agenda of the Board of Directors meeting.

7.5. In case of absence of the quorum the meeting the meeting shall be considered incompetent.

Under such circumstances the Board of Directors Chairperson shall pass one of the following resolutions:

1) by way of consultations with the present Board of Directors members shall set a new time for the beginning of the meeting, but no more than two hours later;

2) shall set a date for another meeting instead of the cancelled one with the previously approved agenda;

A new meeting instead of the cancelled one shall be held no later than 20 days after passing the corresponding resolution by the Board of Directors Chairperson on the problem;

3) shall put items of the cancelled meeting on the agenda of the coming regular meeting of the Board of Directors.

7.6. Meeting of the Board of Directors includes the following stages:

1) speech of the Board of Directors member or an invited person on a problem on agenda;

2) discussion on the problem on agenda;

3) suggestions on definition of a resolution of the problem on agenda;

4) vote on the problem on agenda;

5) counting of votes and summing up the results of the vote;

6) announcing of the results of the vote and a resolutions passed on the problem on agenda.

7.7. At the Board of Directors meeting with total presence of its members, it is necessary to hear information of the Board of Directors Secretary on implementation of the previous Board of Directors resolutions.

7.8. Resolutions at the Company’s Board of Directors shall be passed by a majority vote of the Board of Directors members present at the meeting except cases implemented by the Legislation of the Russian Federation and the Charter of the Company.

7.9. While passing resolutions on the problems of Board of Directors every member of the Board of Directors has one vote.

In case of equality of votes the vote of the Board of Directors Chairperson is the casting vote.

Transfer of a vote of one member of the Company’s Board of Directors to another member of the Company’s Board of Directors or any other individual is not admissible.

8. Rules for Carrying out the Board of Directors Meeting in Open-Postal Form

8.1. By a resolution of Board of Directors Chairperson the Board of Directors meeting may be carried out in open and postal form. Information on it shall be fixed in the notification on carrying out of the meeting.

8.2. In case of presence at the meeting of more than a half of the Board of Directors members while determining of the results of the voting on the problems on agenda it is necessary to consider written suggestions of the Board of Directors members absent at the Board of Directors meeting according to the procedure, fixed by the present Regulations.

8.3. On the day of carrying out a meting of the Board of Directors the Board of Directors Corporate Secretary according to the results of the vote at the meeting draws up a questionnaire (Appendix 1) signed by the Board of Directors Chairperson which is sent in the original or via fax (with the following delivery of the original of a questionnaire to the address fixed in the questionnaire) to the members of the Company’s Board of Directors who were absent at the stated meeting.

8.4. While filling out the questionnaire a Board of Directors member must leave uncrossed only one of the suggested variants of the voting (“for”, “against,”, “abstainer”) regarding every draft resolution for every item. The filled in questionnaire must be signed by the Board of Directors member and have his/her last name and initials.

8.5. Filled in and signed questionnaire must be presented by the Board of Directors member no later than the following day from the date of the meeting to the Board of Directors Corporate Secretary in the original or via fax with the following delivery of the original questionnaire to the address, stated in the questionnaire.

8.6. The questionnaire filled in and presented with the violation of terms stated in 8.4. of the present Regulations is considered invalid (in case of violation of the requirements to filling out of the vote variants it is considered invalid only with respect to the corresponding problem) and is not considered in the poll.

A questionnaire received by the Company after its deadline is not considered in the poll and in summing up the results of the voting.

8.7. According to the results of the vote at the meeting and questionnaires, received from the Board of Directors members, the Board of Directors Secretary sums up the results of the voting on the problems on agenda and draws up the minutes of the Board of Directors according to the procedure fixed by the present Regulations.

8.8. Filled in questionnaires of the Board of Directors members absent at the Board of Directors meetings shall be enclosed to the minutes of the Board of Directors meetings.

9. Rules for Passing Resolutions by the Absentee Ballot

9.1. Resolutions of the Company’s Board of Directors on the items on agenda of a meeting may be made by the absentee ballot (polling).

9.2. For passing a resolution of the Board of Directors by the absentee ballot (polling) every member of the Board of Directors shall receive a notification on carrying out the absentee ballot on the items on agenda, draft resolution and materials (information) on the items put on agenda according to the terms and procedures fixed by 6.6.-6.11. of the present Regulations.

9.3. Notification on carrying out the absentee ballot shall contain:

full name of the Company and its address;

definition of the items on agenda;

notification of carrying out the absentee ballot through filing a questionnaire;

date and time of the deadline for collection of the questionnaires for the absentee ballot;

list of information (materials) presented to the members of the Board of Directors.

9.4. Taking into consideration all the presented suggestions and (or) remarks on the presented draft resolutions on the items on agenda, the Board of Directors Corporate Secretary on agreement with the Board of Directors Chairperson draws up a questionnaire for the absentee ballot (according to the form presented in Appendix 2).

9.5. A questionnaire for the absentee ballot shall be sent to the Board of Directors members no later than 3 (three) working days before the deadline for collection of the questionnaires, fixed in the notification of carrying out the absentee ballot.

Together with a questionnaire it is necessary to send resolutions (recommendations) of the corresponding Committees (in case if the latter ones were received by the Corporate Secretary of the Company’s Board of Directors).
9.6. While filling a questionnaire for the absentee ballot, the Board of Directors member must leave uncrossed only one of the suggested variants of the voting (“for”, “against,”, “abstainer”) regarding every draft resolution for every item. The filled in questionnaire must be signed by the Board of Directors member and have his/her last name and initials.

9.7. The questionnaire filled in and presented with the violation of terms, stated in 9.6. of the present Regulations is considered invalid (in case of violation of the requirements to filling out of the vote variants it is considered invalid only with respect to the corresponding problem) and does not participate in stating of the quorum, necessary for passing a resolution by the absentee ballot, and is not considered in the poll.

9.8. Filled in and signed questionnaire must be presented by the Board of Directors member before the deadline fixed in the questionnaire to the Board of Directors Corporate Secretary in the original or via fax with the following delivery of the original questionnaire to the address, stated in the questionnaire.

A questionnaire received by the Company after its deadline is not considered in the poll and in summing up the results of the voting.

9.9. Results of the voting on the problems on agenda of the meeting, carried out by the absentee ballot are summed up on the basis of the questionnaires filled in and signed by the Board of Directors members, received by the Company on time, fixed in the notification of carrying out the absentee ballot.

9.10. According to the received questionnaires the Board of Directors Corporate Secretary draws up the minutes of the Board of Directors according to the procedure fixed by the present Regulations.

10. Calling and Carrying out the Board of Directors meetings Connected with the Establishment of the Governing Bodies of the Company.

10.1. Calling and carrying out the Board of Directors meetings connected with the establishment of the governing bodies of the Company (election, suspension, termination of the power) is realized by the common rules fixed by the present Regulations with consideration of the specifications, determined by the present part.

10.2. The procedure, determined by the part shall be realized in the following cases:

termination of the power of the General Director and election of a new General Director (or acting General Director);

election of a General Director (in case if earlier the Board of Directors resolved on termination of the power of the General Director and on election of an acting General Director and a new General Director of the Company was not elected);

suspension of power of the managing organization (manager) and assignment of an acting General Director.

10.3. Preparation and carrying out of a Board of Directors meeting with the agenda containing the items fixed in 10.2. of the present Regulations shall include the following stages:

notification of the Board of Directors members on calling a meeting with a right to run a candidate for the position of the General Director (or acting General Director in case of statement of the item on suspension of the power of the managing organization (manager)) or a candidature of the managing organization (manager) in the cases stipulated by the present part;

running by the Board of Directors members of the candidatures for the position of the General Director (acting General Director, managing organization (manager));

passing a resolution on termination of the power of the General Director or on suspension of

the power of the managing organization (manager);

passing a resolution on election of a General Director (or acting General Director in case of adoption of the item on suspension of the power of the managing organization (manager));

passing a resolution on election of an acting General Director in case of the resolution on suspension of the power of a General Director, but as a result of voting, a resolution on election of a new General Director was not made;

establishment of suggestion of the Board of Directors on a candidature (candidatures) of a managing organization (manager) for a vote at the Company’s general shareholders meeting on the item of transfer of the power of a sole executive body of the Company to the managing organization (manager).

10.4. In case of passing a resolution on suspension of the power of the managing organization (manager) and assignment of an acting General Director, the Board of Directors is obliged to pass a resolution on carrying out an extraordinary general shareholders meeting of the Company for passing a resolutions on preterm termination of power of the managing organization (manager).

10.5. In case stipulated by 10.4. of the present Regulations, at the meeting when the resolutions on suspension of the power of the managing organization (manager) and on assigning of an acting

General Director are passed, the Board of Directors must also consider a problem on a candidature (candidatures) of a managing organization (manager), to which it is suggested to transfer the power of a sole executive body of the Company, as well as to pass other resolutions connected to suspension of the power of the managing organization (manager) and implementation by the acting General Director of his functions before carrying out of the general shareholders meeting of the Company.

10.6. Notification on calling a Board of Directors meeting with the agenda containing the items fixed in 10.2. of the present Regulations shall be sent to the Board of Directors members in written form no later than 3 (three) days before the date of carrying out the Board of Directors meeting.

The mentioned meeting of the Board of Directors may be carried out in any form and the requirements of the present Regulations, stipulating approval of all the Board of Directors members for carrying out the meeting by the absentee ballot, shall not be applied.

10.7. In case if the stated problems according to the Regulations on the Board of Directors Committees shall be pre-studied by a corresponding Board of Directors committee of the Company, a notification on carrying out a Board of Directors meeting, which agenda contains the stated problems shall be delivered to the Board of Directors members in written form no later than 5 (five) days before the date of carrying out the Board of Directors meeting.

The mentioned Board of Directors meeting may be carried out in any form.

10.8. If other is not fixed by a Board of Directors resolution, every member of the Board of Directors is entitled to run no more than one candidate for the position of General Director (acting General Director). A member of the Board of Directors is entitled to run a candidate for the position of acting General Director in case if a resolution is passed on termination of power of the General Director, but on the result of the vote the resolution on election of a new General Director is not made. In such a case a member of the Board of Directors is entitled to run the same candidate for the position of General Director as well as for the position of acting General Director.

10.9. In case of putting g on agenda of a meeting g of the Company’s Board of Directors of an issue on suspension of the power of the managing organization (manager), a member of the Board of Directors is also entitled to run a candidate of the managing organization (manager) for formation of suggestion of the Board of Directors to the general shareholders meeting of the Company on the item of transfer of the power of a sole executive body of the Company to the managing organization (manager).

10.10. Suggestion on running a candidate (10.8 and 10.9 of the present Regulations) shall be presented in written form and signed by the member of the Board of Directors, running the candidate.

10.11. Suggestion on running a candidate for the position of General Director (acting General Director) shall contain the following information:

name of the suggested candidate;

date and place of birth;

information on education, specialty and qualification;

information on presence of a scientific degree;

information on labor activities for the latest 5 (five) years;

quantity and categories (types) of the Company’s shares owned by the candidate.

10.12. Suggestion on running a candidature of a managing organization shall contain the following information:

full name of the company;

information on date and time of the state registration of the company;

information on the Company’s founders;

information on the Company’s shareholders (participants);

information on the Company’s affiliated individuals.

10.13. Suggestion on running a candidature of a manager shall contain the information stipulated by 10.11. of the present Regulations and the information on presence of a certificate of the state

registration as an individual businessman.

10.14. Suggestions on running a candidate for the position of General Director (acting General Director, managing organization (manager)), must be sent to the Company in the original or via fax (with the following presentation of the original at the meeting) within the term no later than 1 (one) day before the meeting of the Board of Directors.

In cases stipulated by 10.7., suggestions on running a candidate for the position of General Director (acting General Director, managing organization (manager)), must be sent to the Company in the original or via fax (with the following presentation of the original at the meeting) within the term no later than 3 (three) working days before the meeting of the Board of Directors.

10.15. Suggestion on running candidatures received from the members of the Board of Directors shall be included into the list for vote. 
10.16. In case if on results of the vote (votes) on the item of election of a General Director, no candidature has the necessary number of votes the Board of Directors is entitled to appoint an acting General Director - the vote is carried out with the candidatures for the position of acting General Director, run by the Board of Directors members according to 10.8. of the present part. In case if no members has run a candidate for the position of acting General Director according to 10.8. of the present part, the vote is carried out with the candidatures which Board of Directors members are entitled to run in the process of the Board of Directors meeting.

10.17. Board of Directors members are entitled to demand from a member of the Board of Directors for information on his candidate.

10.18. In case if the problems, stipulated by 10.2. of the present Regulations according to the Regulations on the Board of Directors Committees (in case of its establishment) must be pre-studied

by a corresponding Board of Directors Committee, a notification on carrying out a meeting of the Board of Directors on the stated problems shall be sent by the Board of Directors Secretary to the corresponding committee within the terms stipulated by 10.7. of the present Regulation.

Suggestions on running a candidate for the position of a General Director (acting General Director) or a managing organization of the Company and information on them, received from the members of the Board of Directors shall be sent by the Board of Directors Secretary to the corresponding Board of Directors Committee immediately on their reception according to the procedure and terms providing their soonest delivery to the committee (via fax, e-mail, etc.)

The resolutions (recommendations) of the Board of Directors Committee in case of their reception by the Board of Directors before the date of carrying out of the Board of Directors meeting shall be immediately delivered by the Board of Directors Secretary to the members of the Board of Directors of the Company and shall be presented to the members of the Board of Directors at the Board of Directors meeting in case of carrying out the meeting in open- postal form. In case if the resolutions (recommendations) of a corresponding committee were not presented to the Board of Directors, the Board of Directors is entitled to pass a resolution without consideration of such resolutions (recommendations).

10.19. In case if according to the Charter of the Company, election of a General Director shall be carried out by the general shareholders meeting, the provisions of the present part shall be applied in a way not contradicting to the Charter of the Company and the legislation of the Russian Federation. 
10.20. In case of establishment in the Company of a corporative executive body, the terms of election and termination of power of its members shall be fixed by an internal document of the Company, regulating activities of the body.

11. Minutes of a Board of Directors Meeting

11.1. At a Board of Directors meeting the Secretary of the Board of Directors keeps minutes.

11.2. Minutes of a Board of Directors Meeting shall be drawn up no later than 3 (three) days after

its carrying out (summing up the results of postal, open-postal vote).

11.3. The Minutes shall include:

full name of the Company;

form of carrying out the meeting;

place and time of carrying out the meeting;

members of the Board of Directors, present at the meeting (those who participated in postal,

open-postal vote) and invited individuals;

information on presence of the quorum;

agenda of the meeting;

items put to the vote and results of the roll-call vote on them;

summaries of the reports and speeches of the participants;

passed resolutions.

Minutes of a Board of Directors Meeting shall be signed by the presiding person and the Corporate Secretary of the Board of Directors responsible for correct drawing up of the Minutes.

The Corporate Secretary of the Board of Directors vises all the enclosures to the Minutes of the Board of

Directors Meeting (Chairperson of the Board of Directors vises the enclosures to the Minutes of the Board of Directors Meeting in case if it is stipulated by the document format).

11.4. Resolutions passed by the Board of Directors are announced to the Board of Directors members in written form through their delivery by the Secretary of the Board of Directors of a copy of the Minutes of the Board of Directors Meeting within the term no later than 3 (three) days from the moment of signing of the Minutes of the Board of Directors Meeting. 
11.5. The Company is obliged to keep the Minutes of the Board of Directors Meetings at the executive body of the Company or at other place known and available for the interested individuals.

11.6. Minutes of the Board of Directors Meeting must be available to any shareholder of the Company, a member of the Board of Directors, Auditing Committee, Auditor of the Company, General Director of the Company, official representatives of federal control bodies at the executive body of the Company or at any other place, determined by the Company’s’ Board of Directors.

12. Conclusions

12.1. In order to improve its operation the Board of Directors is obliged to carry out a regular evaluation of efficiency of its activities.

Frequency, criteria of evaluation and other items connected to evaluation of efficiency of the Board of Directors operation shall be determined by separate resolutions of the Company’s Board of Directors.

Appendix 1

to the Regulations

On the Rules for Calling and Carrying out

of the Board of Directors Meetings

of “Interregional Distribution Grid Company of South”, 

Joint Stock Company

Board of Directors

of the “Interregional Distribution Grid Company

of South”,

Joint Stock Company

QUESTIONNAIRE

for voting on the items on agenda of the Board of Directors Meetings of “IDGC of South”, JSC
carried out in the open - postal form on “__________”__” 200__

Item 
1. ________________________________________

Resolution (made at the meeting):

1.__________________________________________

(leave your variant uncrossed)

	for
	against
	Abstainer


Item
2. ________________________________________

Resolutions (made at the meeting):

2.__________________________________________

(leave your variant uncrossed)

	for
	against
	Abstainer


Filled in and signed questionnaire shall be sent via fax __________ or in the original no later than

___(date, time)

The questionnaire received by the Company after the fixed deadline is not considered in the poll and in summing up the results of the vote in the open - postal form.

Please send the original of the questionnaire to the address: _______________-

Member of the Board of Directors

of “IDGC of South”, JSC __________________(signature/ full name)

The Board of Directors Chairperson ___________________ (signature/ full name)

The questionnaire is considered invalid without signatures of the Board of Directors Chairperson and the member of the Board of Directors

Appendix 2

to the Regulations

On the Rules of Calling and Carrying out

of the Board of Directors Meetings

of “Interregional Distribution Grid Company

of South”,

Joint Stock Company

Board of Directors

of the “Interregional Distribution Grid Company

of South”,

Joint Stock Company

QUESTIONNAIRE

for the postal vote on the problems on agenda of the Board of Directors Meetings

of “IDGC of South”, JSC.

Item 1:

________________________________________

Resolution:

.__________________________________________

(leave your variant uncrossed)

	for
	against
	Abstainer


Item 2:

________________________________________

Resolutions:

__________________________________________

(leave your variant uncrossed)

	for
	against
	Abstainer


Filled in and signed questionnaire shall be sent via fax __________ or in the original no later than

___ (date, time)

The questionnaire received by the Company after the fixed deadline is not considered in the poll and in summing up the results of the postal vote.

Please send the original of the questionnaire to the address: _______________-

Member of the Board of Directors

of “IDGC of South”, JSC __________________(signature/ full name)

The questionnaire is considered invalid without signature of the member of the Board of Directors
Appendix 10

To Minutes of the Management Board of RAO UES of Russia, JSC

As of 5 October 2007 No. 1751pr/4

Approved by:

Decision of the General Shareholders Meeting of IDGC of South, JSC - Management Board of “UES of Russia” as of _____2007, minutes No. _____

REGULATIONS

On the Auditing Committee of

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

Rostov-on-Don

2007

1. General Provisions

1.1. The present Regulations on the Auditing Committee of “Interregional

Distribution Grid Company of South”, JSC (further on called “Regulations”) drawn up in compliance with the Federal Law “On Joint-Stock Companies” and the Charter of “Interregional Distribution Grid Company of South”, JSC (further on called “Company”) determines the objectives and the procedures of the Auditing Committee, regulates its interaction with the Company management and structural subdivisions of the executive body of the Company.

1.2. The Auditing Committee shall be a permanent body of the Company internal control performing on a regular basis financial and economic activity of the Company, its detached subdivisions, officials of the Company management and structural subdivisions of the executive body of the Company in order to confirm its compliance with the legislation of the Russian Federation, the Charter of the Company and the internal documents of the Company.

1.3. The Auditing Committee shall act on behalf of the Company shareholders, and in its activity shall be accountable to the General Meeting of the Company Shareholders.

1.4. In its activity, the Auditing Committee shall be independent of the officials of the Company and the heads of the structural subdivisions of the executive body of the Company.

1.5. In its activity, the Auditing Committee shall be guided by the legislation of the Russian Federation, the Charter of the Company, the present Regulations and other internal documents of the Company approved by the General Meeting of the Company Shareholders.

2. The Objectives of the Auditing Committee of the Company

2.1. The major objectives of the Auditing Committee of the Company shall be as follows:

a) implementing control over the financial and economic activity of the Company;

b) providing supervision over the compliance of the financial and economic operations conducted by the Company with the legislation of the Russian Federation and the Charter of the Company;

c) carrying out an independent assessment of the information about the financial standing of the Company.

3. The Chairperson and the Secretary of the Auditing Committee 
3.1. The Chairperson of the Auditing Committee shall be elected by the members of the Auditing Committee of the Company from amongst their structure by a majority vote of the total number of the elected members of the Auditing Committee of the Company. The members of the Auditing Committee of the Company shall be entitled at any time to re-elect the Chairperson of the Auditing Committee by a majority vote of the total number of the elected members of the Auditing Committee of the Company.

3.2. The Secretary of the Auditing Committee of the Company shall be elected by the members of the Auditing Committee of the Company from amongst their structure by a majority vote of the total number of the elected members of the Auditing Committee of the Company. The members of the Auditing Committee of the Company shall be entitled at any time to re-elect the Secretary of the Auditing Committee by a majority vote of the total number of the elected members of the Auditing Committee of the Company.

3.3. The Chairperson and the Secretary of the newly elected Auditing Committee of the Company shall be elected within 15 (fifteen) days from the day of the election of the respective staff of the Auditing Committee of the Company.

4. The Powers and Obligations of the Auditing Committee
4.1. The Auditing Committee while exercising its powers shall be guided only by the requirements of the legislation of the Russian Federation, the Charter of the Company and the resolutions of the General Meeting of the Company shareholders.

4.2. The powers of the Auditing Committee of the Company shall include:

1) free access to all the offices of the Company;

2) sealing the monetary depositories, goods warehouses, archives and other offices of the Company for the period of checking the safety of all the valuables and documents stored in them;

3) seizure of some documents (with drawing up an act of seizure and making copies of the seized documents) in case any forgery or other abuses are discovered during the check-up;

4) receiving written explanations from the officials of the Company, the heads and employees of the structural subdivisions of the executive body of the Company concerning any questions arising during the check-up;

5) issuing instructions to the officials of the Company and the heads of the structural subdivisions of the executive body of the Company on their immediate taking measures in view of the reveled infringements, if failure to take these measures can lead to a loss of the valuables, documents or can contribute to further abuses;

6) calling for an extraordinary General Meeting of the Company Shareholders and a meeting of the Board of Directors in the order determined by the legislation of the Russian Federation, the Charter of the Company and the present Regulations;

7) requesting the officials of the Company, the heads of the detached subdivisions of the Company and structural subdivisions of the executive body of the Company about the documents and the data, necessary for conducting the check-up of the financial and economic activity of the Company by the Auditing Committee;

8) bringing up a question before the officials of the Company about imposing measures of disciplinary and material liability on the employees of the Company, including the officials of the Company, in case they have violated the Charter of the Company and the internal documents of the Company.

4.3. The Chairperson of the Auditing Committee shall:

1) call and carry out meetings of the Auditing Committee;

2) approve the agenda of a meeting of the Auditing Committee, as well as tackle all the issues of preparing and holding a meeting of the Auditing Committee of the Company;

3) organize everyday work of the Auditing Committee;

4) represent the Auditing Committee at the General Meeting of the Company shareholders and meetings of the Board of Directors;

5) sign minutes of the meetings of the Auditing Committee and other documents issued by the Auditing Committee of the Company;

4.4. The Secretary of the Auditing Committee of the Company shall:

1) organize record-keeping of meetings of the Auditing Committee;

2) provide the management of the Company with the timely information on the results of check-ups, present copies of reports of the Auditing Committee;

3) draw up and sign minutes of the meetings of the Auditing Committee of the Company;

4) organize paper work, flow of documents and the storing of documents of the Auditing Committee of the Company;

5) notify the members of the Auditing Committee of the Company on holding the meetings of the Auditing Committee, planned and extraordinary check-ups of the activity of the Company;

6) carry out other functions provided for by the present Regulations.

4.5. The members of the Auditing Committee shall be obliged:

1) to participate in person in the meetings of the Auditing Committee, in conducting check-ups of the financial and economic activity of the Company;

2) to secure maintaining a confidentiality regime for the data received and to prevent an unauthorized disclosure of the information, which they have learnt while conducting the auditing;

3) to call for an extraordinary General Meeting of the Company shareholders in accordance with the procedure established by the Charter of the Company in case of the emergence of a justifiable threat to the interests of the Company;

4) to report to the General Meeting of the Company shareholders on the results of planned and extraordinary check-ups of the financial and economic activity of the Company, on the revealed facts of infringements of the legislation of the Russian Federation, the Charter and the internal documents of the Company by the members of the Board of Directors and other officials of the Company;

5) to submit to the Board of Directors a report on the results of an annual

check-up of the activity of the Company, including an estimate of the annual report of the Company, not later than 45 (forty five) days prior to the date of the Annual General Meeting of the Company shareholders.

4.6. The members of the Auditing Committee cannot at the same time be members of the Board of Directors and hold any position in the management of the Company.

4.7. The Auditing Committee in compliance with the resolution on conducting a check-up shall be entitled to attract specialists in respective fields (Law, Economics, Finance, Accounting, Management, Economic Security, etc.), including specialized organizations, to conduct the checkup.

5. Organization of Work of the Auditing Committee
5.1. Holding of meetings of the Auditing Committee of the Company and  check-ups of the activity of the Company shall be carried out in compliance with the approved Working Plan of the Auditing Committee, if not stated otherwise by the present Regulations.

5.2. The Action Plan of the Auditing Committee shall be approved not later than 45 (forty five) days after the date of election of new staff of the Auditing Committee at the General Meeting of the Company Shareholders. The person in charge of making up a draft of the Action Plan of the Auditing Committee of the Company and submitting for the approval by the Auditing Committee shall be the Chairperson of the Auditing Committee.

5.3. The Action Plan of the Auditing Committee of the Company shall include:

1) objects of check-ups (kinds of the financial and economic activity of the Company, particular areas of the Company activity);

2) defining type of a check-up for each object (documentary check-up, checkup in the whereabouts of the object (field check-up));

3) time schedule of carrying out check-ups of the activity of the Company, approximate dates of check-ups (annual, quarterly);

4) time schedule of holding the Auditing Committee meetings on tackling the issues of preparing and conducting check-ups of the Company activity;

5) list of financial and economic documentation necessary for conducting a check-up of each of the check-up objects;

6) designating the members of the Auditing Committee responsible for preparation of check-ups, gathering information and necessary documents and data;

7) other issues connected with organization of meetings and conducting checkups by the Auditing Committee of the Company.

6. Meetings of the Auditing Committee of the Company

6.1. Meetings of the Auditing Committee of the Company shall be held to solve organizational issues of the Auditing Committee activity, as well as every time before launching a check-up and on its results.

6.2. At a meeting of the Auditing Committee of the Company, held before launching each check-up, the following issues of preparing and holding the forthcoming check-up shall be considered:

1) defining a check-up object (bookkeeping or statistical data, etc.);

2) procedure, dates and scope of a check-up;

3) defining a list of information and data necessary for conducting a check-up,

methods and sources of their obtaining;

4) defining a list of officials to be attracted to conduct a check-up (to provide explanations or clarifications of certain issues);

5) setting a date of holding a meeting of the Auditing Committee on summarizing the check-up;

6) designating the members of the Auditing Committee responsible for preparation of a draft report of the Auditing Committee which is to be ready by the meeting of the Auditing Committee on making-up of the check-up;

7) solving other issues.

A meeting of the Auditing Committee on the issues of preparing and conducting a check-up can be held without joint attendance of the members of the Auditing Committee via absentee voting (via questionnaires).

6.3. At a meeting of the Auditing Committee held on making-up of the check-up, the following items shall be considered:

1) discussing the information obtained during the check-up and the sources of getting it;

2) summarizing the check-up;

3) summarizing the results and forming propositions on the basis of the check-up results;

4) approving and signing a report of the Auditing Committee on the results of the check-up;

5) defining and analyzing the reasons of the infringements of the legislation of the Russian Federation and the Charter of the Company, and discussing possible ways of their elimination and preventing them in future;

6) passing a resolution on appealing to the Company management, its officials and the heads of structural subdivisions of the executive body of the Company for eliminating the infringements revealed by the check-up; for imposing measures of liability on the employees who have committed the infringements;

7) other issues connected with the check-up summarizing.

6.4. Regular meetings of the Auditing Committee of the Company shall be held within the time limits established by the Action Plan of the Auditing Committee.

6.5. Extraordinary meetings of the Auditing Committee of the Company shall be called by the Chairperson of the Auditing Committee on his/her personal initiative or on the initiative of a member of the Auditing Committee, as well as on the basis of the resolution of the General Meeting of the Company shareholders, the Board of Directors or a demand of the Company shareholders (holding not less than 10 % of the voting shares of the Company) on conducting a check-up of the financial and economic activity of the Company.

6.6. The Chairperson of the Auditing Committee while preparing for a meeting of the Auditing Committee shall: 
1) set a date, time and place of a meeting (summing up the absentee voting);

2) define a form of a meeting (joint attendance, absentee voting);

3) approve the agenda of the meeting;

4) define a list of data and documents (information) necessary for considering the points on the agenda of the meeting of the Auditing Committee;

5) define a list of persons to be invited to take part in the meeting of the Auditing Committee (given joint attendance); 
6) solve other questions connected with preparation for a meeting of the Auditing Committee of the Company. 
6.7. A notification on the meeting of the Auditing Committee of the Company shall be sent out to the members of the Auditing Committee by registered letter not later than 10 (ten) days prior to the date of the meeting;

in case of holding a meeting on the make-up of the check-up, a notification shall be sent out not later than 2 (two) days prior to the date of the meeting.

When conducting absentee voting, in cases envisaged by the present Regulations, a notification on conducting absentee voting along with the materials on the agenda and the questionnaire shall be sent out by registered letter not later than 15 (fifteen) days prior to the date of summing up the absentee voting.

6.8. The Chairperson of the Auditing Committee, when any infringements of the legislation of the Russian Federation, the Charter of the Company or other internal Company documents while performing the Company activity are revealed, shall call an extraordinary meeting of the Auditing Committee to decide on conducting an extraordinary check-up.

6.9. A member of the Auditing Committee, when revealing any infringements specified in Article 6.8. of the present Regulations, shall send the Chairperson of the Auditing Committee a written claim with a description of the infringements and the persons who have committed them, within 3 (three) days after their revealing.

6.10. In the cases envisaged by Articles 6.8. and 6.9. of the present Regulations, the Chairperson of the Auditing Committee shall call an extraordinary meeting of the Auditing Committee in form of joint attendance within 10 (ten) days after the receipt of the information about the infringements.

6.11. A meeting of the Auditing Committee in the form of joint attendance shall include the following stages:

1) opening the meeting by the Chairperson of the Auditing Committee;

2) defining the quorum of the meeting;

3) announcing the agenda;

4) delivering speeches, reports and accounts on the points of the agenda, their discussion;

5) formulating by the Chairperson of the Auditing Committee of the Company of a draft resolution on the points of the agenda;

6) voting on the points of the agenda;

7) summarizing the voting;

8) announcing the resolutions of the Auditing Committee on the points of the agenda.

6.12. A meeting of the Auditing Committee conducted through questionnaires shall include the following stages:

1) receiving and counting the questionnaires from the members of the Auditing Committee by the date specified in a questionnaire for absentee voting;

2) defining the quorum of a meeting of the Auditing Committee;

3) counting votes presented by the questionnaires and summarizing the voting;

4) drawing up the minutes of the meeting of the Auditing Committee.

6.13. A meeting of the Auditing Committee shall be legal (has the quorum) if more than half of al the members of the Auditing Committee of the Company take part in it. In case there is no quorum, the meeting of the Auditing Committee shall be postponed, but for not more than 10 (ten) days.

6.14. Voting on the points of the agenda of the meeting of the Auditing Committee shall be adopted by a majority of the members of the Auditing Committee of the Company.

When solving the questions at a meeting of the Auditing Committee, each member of the Auditing Committee shall have one vote. 
In case of a tie vote, the vote of the Chairperson of the Auditing Committee shall be decisive.

6.15. At a meeting of the Auditing Committee, the Secretary of the

Auditing Committee shall keep the minutes.

6.16. The minutes of a meeting of the Auditing Committee shall include:

1) date, time and place of the meeting (summarizing the voting);

2) a list of the members of the Auditing Committee and the persons present at the meeting (participating in an absentee voting);

3) information on the quorum of the meeting;

4) points of the agenda of the meeting;

5) general clauses of the speeches and reports on the points of the agenda (only for the meetings in the form of joint attendance);

6) summarizing the voting;

7) resolutions taken by the Auditing Committee.

6.17. The minutes of a meeting of the Auditing Committee shall be made up in two copies within 5 days after the meeting (summarizing the absentee voting) and signed by the Chairperson and the Secretary of the Auditing Committee.

6.18. The Company shall keep the minutes of the meetings of the Auditing Committee and provide them on request of the Company shareholders.

7. The Procedure of Conducting Auditing

7.1. A planned check-up of the financial and economic activity of the Company shall be conducted in accordance with the approved Action Plan of the Auditing Committee.

7.2. An extraordinary check-up of the financial and economic activity of the Company shall be conducted:

1) on the basis of a resolution of the Auditing Committee;

2) on the basis of a resolution of the General Meeting of the Company

shareholders, the Board of Directors;

3) on demand of the Company shareholders (shareholder) holding in total at least 10 (ten) % of the Company voting shares.

7.3. If not stated by the resolution of the Auditing Committee, the General Meeting of the Company Shareholders, the Board of Directors about conducting an extraordinary check-up, a meeting of the Auditing Committee shall be held under Article 6.2. of the present Regulations shall be held within 15 (fifteen) working days from the moment of:

1) adopting by the Auditing Committee of a resolution on conducting an extraordinary check-up;

2) receiving by the Chairperson of the Auditing Committee of the resolution of the General Meeting of the Company Shareholders and the Board of Directors on conducting an extraordinary check-up.

A meeting of the Auditing Committee of the Company subject to be held under Article 7.2. of the present Regulations on demand of the Company shareholders (shareholder) holding in total not less than 10 (ten) % of the Company voting shares, is to be held not later than within 20 (twenty) working days from the moment of receiving of the above demand of the Company shareholders (shareholder).

7.4. A check-up of the financial and economic activity of the Company shall include:

1) defining a legal base regulating the area of the Company activity under check-up;

2) collecting and analyzing the financial and economic documents of the Company, indices of bookkeeping and statistical accounts and other documents of the Company; receiving oral or written explanations related to the object under check-up;

3) inspection of warehouses, archives and other offices of the Company;

4) revealing any signs of non-compliance of the financial and economic activity of the Company with the current legislation of the Russian Federation, of distortions and inauthenticity in recording the activity of the Company in bookkeeping, statistical or other accounts and documentation of the Company;

5) carrying out other actions providing for a comprehensive and objective

check-up of the financial and economic activity of the Company within the

limits of the powers of the Auditing Committee, secured by the present

Regulations.

7.5. When conducting a check-up, the members of the Auditing Committee shall request the necessary documents and data from the Company management, the heads of the detached subdivisions, structural subdivisions of the executive body of the Company and other persons who are in possession of the necessary documents and data.

The documents and data requested shall be submitted to the members of the Auditing Committee of the Company within 2 (two) working days from the date of receiving the request.

7.6. A member of the Auditing Committee of the Company must have access to the books, records, business correspondence and other information related to the respective check-up object. 
7.7. When conducting check-ups, the members of the Auditing Committee shall study properly all the received documents and data related to the check-up object.

7.8. The Company management officials, the heads of the detached subdivisions and structural subdivisions of the executive body of the Company must:

1) provide the auditors with the conditions securing an effective conducting of a check-up; present to the members of the Auditing Committee all the necessary information and documentation, as well as provide them on their demand (oral or written) with explanations and clarification in oral or written form;

2) quickly eliminate all the infringements revealed by the Auditing Committee, including the ones in book-keeping and making-up accounts of other financial reports;

3) avoid any actions during a check-up aimed at limiting a frame of issues to be cleared during a check-up.

8. The Report (Opinion) of the Auditing Committee
8.1. On the results of the check-up of the financial and economic activity of the Company, the Auditing Committee shall draw up a report (opinion), which is a document of internal control of the Company.

8.2. A report (opinion) of the Auditing Committee shall be comprised of three parts: introductory, analytical and final.

8.3. The Introductory part of the report (opinion) of the Auditing Committee shall include:

1) complete title of the document – “The Report (certificate) of the Auditing Committee of “Interregional Distribution Grid Company of South”, JSC”.

2) date and place of drawing up a report (certificate);

3) date (period) and place of conducting a check-up;

4) grounds for a check-up (a resolution of the Auditing Committee, the General Meeting of the Company shareholders, the Board of Directors, Company shareholders (shareholder));

5) purpose of a check-up (to determine legality of the Company activity, to determine authenticity of book-keeping and other documentation, its compliance with the legislation of the Russian Federation and others);

6) an object of a check-up (a particular activity of the Company, financial and economic documentation, including book-keeping and statistical accounts and others);

7) a list of legal and other documents regulating the Company activity used in the check-up;

8.4. The analytical part must contain an objective estimate of the condition of the object under check-up and thus must include:

1) general results of checking the book-keeping accounts and other records on the financial and economic activity of the Company;

2) general results of checking the compliance with the requirements of the legislation of the Russian Federation while performing the financial and economic operations;

8.5. The final part of the report (opinion) of the Auditing Committee of the Company shall be a reasoned summary of the Auditing Committee and thus it must contain:

1) confirmation of the authenticity of the data in the reports and other financial documents of the Company;

2) information on the infringements of the procedure secured by the legislation

of the Russian Federation of book-keeping and rendering of financial accounts, as well as legal acts of the Russian Federation when performing the financial and economic activity;

3) recommendations and proposals on the elimination of causes and consequences of the infringements of the legislation of the Russian Federation, the Charter and internal documents of the Company.

8.6. The report (certificate) of the Auditing Committee of the Company shall be made up in 3 (three) copies within 2 (two) days from the moment of completing the check-up and is signed at a meeting of the Auditing Committee on the results of the check-up by all the members of the Auditing Committee and the specialist-experts attracted to conduct the check-up. The report (certificate) must contain a note that Executive

Director and Chief Accountant are informed on it.

In case of disagreement between the members of the Auditing Committee on any issue, the report (opinion) of the Auditing Committee shall be as qualified, the  disagreements shall be stated in an individual opinion of a member of the Auditing Committee. The individual opinion signed by the member of the Auditing Committee or a specialist-expert shall be attached to the report (opinion) of the Auditing Committee.

One copy of the report (certificate) shall be kept in the files of the Secretary of the Auditing Committee, a second copy shall be forwarded to the Chairperson of the Board of Directors, a third copy shall be forwarded to the Executive Director of the Company.

8.7. The Company shall keep the reports (opinions) of the Auditing Committee and provide access to them on demand of the Company shareholders.
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1. These Regulations were developed in accordance with the Federal Law “On Joint Stock Companies” and establishes amount and procedure of payment of remuneration and compensation to the members of the Board of Directors of IDGC of South, JSC (hereinafter referred to as the Company).
2. The effect of these Regulations does not extend to the members of the Board of Directors who are the sole executive body of the Company or a member of the collegial executive body of the Company. 

Remuneration and compensation are not accrued and paid to Chairperson and members of the Board of Directors who are persons, in relation to whom restriction or interdiction for reception of profit from commercial organizations is stipulated by the federal laws.
3. Payment of remuneration and compensation is performed by the Company in the monetary form.

4. Payment of remuneration.

4.1. For participation in the Board of Directors meeting held in the absentee form (by filling in a questionnaire), a member of the Board of Directors receives payment equal to 5 (five) minimum monthly wage rates of the first-class worker established by the industry wage agreement in the RF power complex (hereinafter referred to as the Agreement) at the date of holding the Company Board of Directors meeting, taking into account indexations established by the Agreement, within seven calendar days after holding the Company Board of Directors meeting.

For participation in the Board of Directors meeting held in the form of joint presence (by filling in a questionnaire), a member of the Board of Directors receives payment equal to 10 (ten) minimum monthly wage rates of the first-class worker established by the industry wage agreement in the RF power complex (hereinafter referred to as the Agreement) at the date of holding the Company Board of Directors meeting, taking into account indexations established by the Agreement, within seven calendar days after holding the Company Board of Directors meeting.

The amount of remuneration paid in accordance with item 4.1. of these Regulations, the Chairperson (Deputy Chairperson) increases by 50 % for every meeting, at which he/she performed functions of the Chairperson of the Board of Director (hereinafter referred to as exercise of functions of Chairperson).
4.2. Members of t he Board of Directors receive additional remuneration for net profit index of the Company according to the data of the annual financial statements adopted by the general shareholders meeting of the Company.

4.2.1. The amount of remuneration paid to the member of the Board of Directors is calculated based on the following formula:

	S =
	NP * n

	, where

	
	100 *x * m
	


S – the sum of additional remuneration paid to one member of the Board of  Directors, based on the results of the financial year;

NP – the Company’s net profit approved by the decision of the annual General meeting of shareholders;

n – the quantity of the meetings of the Board of  Directors of the Company, in which a member of the Board of  Directors (regardless of their form) took part during the year in which the Company got the net profit on the results of its activity;

x – the quantity of the members of the Board of  Directors according to the Statute;

m – the quantity of the meetings of the Board of  Directors of the Company during the year in which the Company got the net profit on the results of its activity.

4.2.2. The amount of remuneration paid according to subparagraph 4.2.1 of the present Regulations to the Chairperson (Deputy Chairperson) for performing functions of the Chairperson of the Board of  Directors of the Company is calculated based on the following formula:

	B =
	SS
	++
	NP * j*1.5

	, where



	
	
	
	100 *x * m
	


B – the sum of remuneration to the Chairperson (Deputy Chairperson) for performing functions of the Chairperson of the Board of  Directors of the Company on the results of the financial year;

S – the sum of additional remuneration to the Chairperson (Deputy Chairperson) of the Board of  Directors on the results of the financial year for participation in the meetings of the Board of  Directors at which he did not function as the Chairperson of the Board of  Directors;

NP – the Company’s net profit approved by the decision of the annual General meeting of shareholders;

j – the quantity of the meetings of the Board of  Directors at which the Chairperson (Deputy Chairperson) functioned as the Chairperson of the Board of  Directors;

x – the quantity of the members of the Board of  Directors according to the Statute;

m – the quantity of the meetings of the Board of  Directors of the Company during the year in which the Company got the net profit on the results of its activity.

4.2.3. If in the year, in which the Company got the net profit on the results of its activity, the Board of  Directors was elected in a new composition, remuneration specified in subparagraphs 4.2.1 and 4.2.2 is also paid to the members of the Board of  Directors of the previous compositions.

4.3. Additional remuneration is paid to the members of the Board of Directors in case of increasing the amount of the Company’s market capitalization during the period of work of the Board of  Directors (the period from the moment of election of the members of the Board of  Directors till the moment of election of a new composition of the Board of  Directors of the Company).

4.3.1. The amount of additional remuneration of the member of the Board of  Directors, paid in accordance with subparagraph 4.3, makes 0.0175% of the increase of the Company’s market value less the increase of the Company’s net assets, expected for the period from the moment of election of the members of the Board of  Directors till the moment of election of a new composition of the Board of  Directors of the Company.

To determine the amount of remuneration the calculation of the increase of the Company’s market value less the increase of the Company’s net assets is made as follows:

((MVIt) = (MCt – NAt) – (MCt-1– NAt–1) = (MC – (NA (1), where:

((MVIt)  – the increase of the Company’s market value less the increase of the Company’s net assets;

MCt  – the average chronological market capitalization of the Company for the period;

NAt – the amount of the Company’s net assets as at the nearest date of the Company’s financial statements, following the date of termination of the powers of the member of the Board of  Directors;

MCt-1 – the average chronological market capitalization of the Company for the period;

NAt-1 – the amount of the Company’s net assets as at the nearest date of the Company’s financial statements, following the date of election of the member of the Board of Directors.

The average chronological market capitalization of the Company is calculated based on the following formula:


[image: image1.wmf]n

Q

d

P

d

P

MC

n

i

i

iRTS

iRTS

iMICEX

iMICEX

å

+

=

=

1

*

)

*

*

(

 (2), where

PiMICEX – the weighted average value of the Company’s shares on i-th trading day of the period at MICEX;

diMICEX – the weight of quotation at MICEX, calculated by division of the volume of trades of the Company’s shares at MICEX to the total volume of trades of the Company’s shares at RTS and MICEX (in items) on i-th trading day of the period at MICEX;

PiRTS – the weighted average value of the Company’s shares on i-th trading day of the period at RTS;

diRTS – the weight of quotation at RTS, calculated by division of the volume of trades of the Company’s shares at RTS to the total volume of trades of the Company’s shares at RTS and MICEX (in items) on i-th trading day of the period at RTS;

n – the amount of trading days from the beginning till the end of the period, the period for formulas (1) and (2):

· at the calculation of MCt being calendar days, as from the date of the Company’s financial statements, following the date of election of a member of the Board of  Directors till the date of the Company’s financial statements, following the date of termination of the powers of a member of the Board of  Directors. Thus, the quantity  of calendar days between the dates of the Company’s financial statements is the duration of the period.

· at the calculation of MCt-1 being calendar days, as from the date separated in time from the date of the Company’s financial statements, following the date of election of a member of the Board of  Directors, by the quantity of days of the abovementioned duration of the period till the date of the Company’s financial statements, following the date of election of a member of the Board of  Directors.

Qi – the quantity of the placed ordinary shares of the Company as at the i-th day of the period.

The calculated amount of the increase of the Company’s market value less the increase of the Company’s net assets (1) should be corrected on the growth of the equity market, characterized by the indexes of the RTS and MICEX stocks:
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DRTS – the weight of quotation at RTS, calculated by division of the volume of trades of the Company’s shares at RTS to the total volume of trades of the Company’s shares at RTS and MICEX (in items) for the periods t and (t-1);
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DMICEX – the weight of quotation at MICEX, calculated by division of the volume of trades of the Company’s shares at MICEX to the total volume of trades of the Company’s shares at RTS and MICEX (in items)for the periods t and (t-1);

The final formula for calculating the base for determination of remuneration of a member of the Board of Directors is as follows:
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 (4), where:

dcomp. – the share of the company under evaluation in the rate of growth of the equity market, which is calculated as follows:
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 (5), where:

Qcomp. – the total volume of trades of the company under evaluation at RTS and MICEX for the periods t and t-1, roubles;

QRTS-MICEX – the total volume of trades at RTS and MICEX for the periods t and t-1, roubles.

4.4. Remuneration specified in subparagraph 4.2 is paid within one month after the annual General meeting of shareholders of the Company.

Remuneration specified in subparagraph 4.3 is paid within one month after the date of the financial statements, following the date of termination of the powers of a member of the Board of  Directors.

4.5. Remuneration specified  in subparagraphs 4.2 and 4.3 of the present Regulations is not paid to a member of the Board of  Directors if he/she did not take  part in more than 50% of the meetings (from the moment of his/her election to the moment of termination of his/her powers).

4.6. A member of the Board of  Directors of the Company can refuse to get remuneration specified by the present Regulations fully or partially by sending the corresponding notification to the Director General of the Company.

In case of existing the abovementioned notification payment of remuneration of all types to the member of the Board of Directors is carried out only at the written consent of the member of the Board of Directors of the Company. In case of occurring the grounds of remuneration payment, the Company is obliged to send to the member of the Board of  Directors of the Company a notification with indication of the sum of a due remuneration. Such a notification should be sent no later than the date of the remuneration payment specified by the present Regulations.

In case of existing the written consent of the member of the Board of Directors of the Company to get remuneration, the corresponding remuneration is paid to him/her within seven calendar days after its reception.

4.7. Members of the Board of Directors are entitled to conclude with the Company a contract of sale and purchase of the Company shares with the deferred execution of liabilities under transfer and payment of shares within the limits of the Option Program adopted by the Board of Directors of the Company. The maximum amount of the contract for Chairperson of the Company Board of Directs equals 0.15 %, a member of the Board of Directors – 0.10% of the total amount of the Company placed ordinary shares. Members of the Board of Directors who take part in the Option Program are not entitled to receive additional remuneration stipulated by item 4.3. of these Regulations.

4.8. Information on participation of the Board of Directors members in the Option Program and sole amount of the option contract are disclosed in the materials for the annual general shareholders meeting.

5.
Payment of compensation.

5.1. Actually incurred by a member of the Board of  Directors of the Company expenses related to his/her participation in meetings of the Board of  Directors of the Company (travel, residence, food, etc.), are compensated to him in the amount specified in subparagraph 5.2 of the present Regulations (except for the payment of daily allowances).

5.2. In case of the member of the Board of  Directors being sent to a business trip for visiting of the Company’s objects, having meetings with the shareholders and investors, participating in the General meeting of shareholders, and also for implementing other tasks, related to the functions of a member of the Board of  Directors of the Company, the following compensation is paid to the member of the Board of  Directors:

- payment of daily allowances according to the procedure established for the sole executive body of the Company, or the sole executive body of the managing organization of the Company;

- reimbursement of expenses on travel to the place of a business trip and back to the place of employment or residence (including insurance payment on the obligatory personal insurance of the passengers on transport, payment for the services on processing travel documents, etc.) in the amount of actual expenses confirmed by the travel documents, but no more than the travel fare:

by a railway transport - in the carriage of the heightened comfort of business-class (SV, S);

by a marine and river transport - on the tariffs set by the transport company, but no more than the fare in a “de luxe” cabin with complex service for passengers;

by an air transport - on the tariff of business-class;

by a motor transport - in the vehicle of the common use (except for a taxi and car lease);

- reimbursement of expenses on an apartment rent (except for the case when a member of the Board of Directors gets a free apartment) in the amount of actual expenses confirmed by the corresponding documents, but no more than three minimum monthly tariff of a first-class worker, set by the branch tariff agreement in the electric power industry of the Russian Federation as at the day of compensation payment, taking into account the indexation, set by the Agreement, for each day of residence.

5.3. Payment of compensation is carried out by the Company within one calendar day after submitting the documents confirming the incurred expenses.
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The present Regulations were developed on the basis of the Federal Law "On Joint Stock Companies" and establishes the amount and the procedure of payment of remuneration and compensation to the members of the  Auditing Committee of the Company of IDGC of South, JSC (hereinafter referred to as “the Company”).

1. Payment of remuneration and compensation is made by the Company in cash.

2. Payment of compensation.

2.1. 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.

2.2. Payment of compensation is made by the Company within two weeks after submitting the documents, confirming the incurred expenses.

3. Payment of remuneration.

3.1. 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.

Payment of remuneration mentioned in this item is made within a week after drawing up of the report on results of the audit held.

3.2. 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.

The procedure and term of payment of additional remuneration are determined by the Board of Directors of the Company.

3.3. 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%.

4. Payment of remuneration and compensation to the attracted by the Auditing Committee specialists (experts), who are not the members of the Auditing Committee of the Company, is made by the Company on the basis of the agreements between them and the Company. The terms of such agreements are approved by the Board of Directors of the Company.

5. The effect of these Regulations extends to certain categories of persons-member of the Auditing Committee, including employees of the federal authorities, taking into account restrictions and requirements established by the applicable legislation for these persons.
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