Open Joint Stock Company

“Interregional Distribution Grid Company of the South”

Minutes of Open Joint Stock Company

“Interregional Distribution Grid Company of the South” 

Board of Directors Meeting No.99/2012 

	Date of meeting
	30.11.2012

	Form of holding the meeting
	Absentee voting (questionnaire)

	Place of vote counting
	327 Severnaya St., Krasnodar (postal address of “IDGC of the South”, JSC)

	Date of vote counting
	30.11.2012 17:00

	Date of drawing up minutes
	05.12.2012


Number of Board of Directors Members: 11

Questionnaires were submitted by: Goncharov Valeriy Anatolievich (chairperson of BoD), Branis Aleksandr Markovich, Katina Anna Yurievna, Kuvaeva Valeriya Dmitrievna, Osipov Aleksandr Mikhailovich, Prokhorov Yegor Vyacheslavovich, Repin Igor Nikolaevich, Filkin Roman Alekseevich, Shevchyuk Aleksandr Viktorovich, Diyakov Fyodor Aleksandrovich.
Questionnaires were not submitted by: Arkhipov Sergei Aleksandrovich.
According to requirements of paragraph 7.3 article 7 of Regulation on order of conveying and holding meetings of “IDGC of the South”, JSC Board of Directors approved by decision of annual General meeting of “IDGC of the South”, JSC shareholders dated 15.06.2011, minutes No.5 dated 17.06.2011, quorum for holding the meeting should count at least half of elected members of Board of Directors. 

Quorum is present.
Agenda

1.On approving services contract on organization of operation and development of distribution grid complex concluded by Holding IDGC JSC and IDGC of the South JSC as transaction of interest
1. On approving services contract on organization of operation and development of distribution grid complex concluded by Holding IDGC JSC and IDGC of the South JSC as transaction of interest
In accordance with paragraph 1of article 81 of Federal Law “On Joint Stock Companies” the transaction concluded by “IDGC of the South” JSC and Holding IDGC JSC is considered as transaction of interest for Company’s shareholder – Holding IDGC JSC – that possesses more than 20% of voting shares 

In accordance with paragraph 3of article 81 of Federal Law “On Joint Stock Companies”, decision on this item should be adopted by majority of votes of independent directors that are not interested in transaction.

Arkhipov Sergey Aleksandrovich, member of “IDGC of the South” JSC BoD, director general of “IDGC of the South” JSC is not considered as independent director and does not participate in voting, as he was member of collegiate executive body (Management Board) of the Company and till 09.10.2012 occupied position  of director general of IDGC of the South JSC.

Except Arkhipov S.A., other members of BoD voting on the item and in accordance with paragraph 3 article 83 of Federal Law “On Joint Stock Companies” are regarded as independent directors having no interest in transaction.

It is proposed to adopt the following decision:
1. To determine that the cost of services according to contract  organization of operation and development of distribution grid complex concluded by Holding IDGC JSC and IDGC of the South JSC for one settling period amounts to 11 091 532 (eleven million ninety one thousand five hundred thirty two) rubles 81 kopeks, plus VAT (18%) – 1 996 475 (one million nine hundred ninety six thousand four hundred seventy five) rubles 91 kopeks. The settling period is one calendar month of services.

2. To approve services contract on organization of operation and development of distribution grid complex concluded by Holding IDGC JSC and IDGC of the South JSC as transaction of interest on the following terms:

Contract parties:

· Holding IDGC JSC – hereafter contractor

· IDGC of the South JSC – customer

Subject of the Contract:

The Contractor is obliged to render services on organization of operation and development of distribution grid complex in accordance with the terms of the Contact, the Customer undertakes to accept and pay for the services in accordance with the Contract.

Contract price

The cost of service for one settling period is 11 091 532 (eleven million ninety one thousand five hundred thirty two) rubles 81 kopeks, plus VAT (18%) – 1 996 475 (one million nine hundred ninety six thousand four hundred seventy five) rubles 91 kopeks. The settling period is one calendar month of services.

Duration

The Contract comes into force upon the signature and is valid January 1, 2015. In the pert of settlement the contract lasts till complete fulfillment of obligations undertaken by both Parties. The Contract influences the legal relationship between the parties occurred since 01.01.2013.
Voting results
	Goncharov V.A. 
	-
	FOR
	
	Osipov A.M.
	-
	FOR

	Diyakov F.A.

	-
	FOR
	
	Prokhorov E.V.
	-
	FOR

	Branis A.M.
	-
	AGAINST
	
	Repin I.N.
	-
	AGAINST

	Kuvaeva V.D.
	-
	FOR
	
	Filkin R.A.
	-
	AGAINST

	Katina A.Yu.
	-
	FOR
	
	Shevchyuk A.V.
	-
	AGAINST


Thus, the decision on the first item was adopted by majority of members of BoD.
Repin I.N. and Shevchyuk A.V. expressed special opinion regarding this issue:
The materials provided for the meeting lacks the explanation of necessity in concluding such contract (first of all from the point of view of economics), as wells there is not prove of reasonability of the market cost of such services. The possible conflict of interests makes the possibility of adopting the decision on the issue weak. 

Apart from it, the term of the contract was not also proved.

From the point of better practice of corporate governance and from the point of view of shareholders it seems more reasonable to avoid such contracts and govern financial relation with shareholders only via dividends payments.

We realize the implementation of such contract may have positive results for efficiency of the Company and the corresponding explanation should be provided.
We request to include the special opinion in the minutes of meeting.
	Chairperson 


	Goncharov V.A.



	Corporate secretary
	Kantsurov A.A.
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