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Introduction 

a) General data on securities placed by the Issuer, in respect to which the present Securities Prospectus is registered:

a.1)

Type, category (class) of securities: registered ordinary shares

Form of securities: Uncertified
Amount of securities to be placed: 88,821,843,113 shares.
Face value: 0.1 (zero point one) of ruble

Method of securities placement: conversion of uncertified registered ordinary shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Procedure for securities placement:

Ordinary shares held by shareholders of Volzhskaya IDC, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Volzhskaya IDC, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Volzhskaya IDC, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 12,952,805,335 shares.

Share conversion ratios:

20349/139540 of a registered ordinary share of Volzhskaya IDC, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Volzhskaya IDC, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Volzhskaya IDC, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Volzhskaya IDC, JSC including shares repurchased from shareholders of Volzhskaya IDC, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Volzhskaya IDC, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Volzhskaya IDC, JSC.

Registered ordinary shares of Volzhskaya IDC, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Volzhskaya IDC, JSC at the specified date.

Date of placement:

Date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities.

Price of placement or the pricing procedure: not required to be specified for this form of placement.
Terms and conditions of collateral (if collateral bonds): not required to be specified since securities to be placed are not collateral bonds.

Terms and conditions of conversion (if convertible security): not required to be specified since securities to be placed are not convertible securities.

a.2)

Type, category (class) of securities: registered ordinary shares

Form of securities: uncertified
Amount of securities to be placed: 1,158,061,094 shares.

Face value: 0.1 (zero point one) of ruble.

Method of securities placement:

Conversion of uncertified registered preferred shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Preferred shares held by shareholders of Volzhskaya IDC, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Preferred shares of Volzhskaya IDC, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of registered preferred shares of Volzhskaya IDC, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 184,396,054 shares.

Share conversion ratios:

20349/127791 of a registered preferred share of Volzhskaya IDC, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional registered ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Volzhskaya IDC, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Volzhskaya IDC, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Volzhskaya IDC, JSC including shares repurchased from shareholders of Volzhskaya IDC, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Volzhskaya IDC, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Volzhskaya IDC, JSC.

Registered preferred shares of Volzhskaya IDC, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Volzhskaya IDC, JSC at the specified date.

Date of placement:

Date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities

Price of placement or the pricing procedure: not required to be specified for this form of placement.
Terms and conditions of collateral (if collateral bonds): not required to be specified since securities to be placed are not collateral bonds.

Terms and conditions of conversion (if convertible security): not required to be specified since securities to be placed are not convertible securities.

a.3)

Type, category (class) of securities: registered ordinary shares

Form of securities: uncertified
Amount of securities to be placed: 9,553,398,365 shares.

Face value: 0.1 (zero point one) of ruble.

Method of securities placement:

Conversion of uncertified registered ordinary shares of Mordovenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.
Procedure for securities placement:

Ordinary shares held by shareholders of Mordovenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Mordovenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Mordovenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 1,345,037,710 shares.

Share conversion ratios:

20349/144531 of a registered ordinary share of Mordovenergo, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Mordovenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Mordovenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Mordovenergo, JSC including shares repurchased from shareholders of Mordovenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Mordovenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Mordovenergo, JSC.

Registered ordinary shares of Mordovenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Mordovenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Mordovenergo, JSC at the specified date.

Date of securities placement: Date of the cessation of business activity of Mordovenergo, JSC as recorded in the Unified State Register of Legal Entities

Price of placement or the pricing procedure: not required to be specified for this form of placement.
Terms and conditions of collateral (if collateral bonds): not required to be specified since securities to be placed are not collateral bonds.

Terms and conditions of conversion (if convertible security): not required to be specified since securities to be placed are not convertible securities.

a.4)

Type, category (class) of securities: registered ordinary shares

Form of securities: uncertified
Amount of securities to be placed: 12,953,703,666 shares.

Face value: 0.1 (zero point one) of ruble.

Method of securities placement: conversion of uncertified registered ordinary shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.
Procedure for securities placement:

Ordinary shares held by shareholders of Penzaenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Penzaenergo, JSC are converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Penzaenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 142,199,904 shares.

Share conversion ratios:

20349/1853684 of a registered ordinary share of Penzaenergo, JSC with face value of 8 (Eight) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Penzaenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Penzaenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Penzaenergo, JSC including shares repurchased from shareholders of Penzaenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Penzaenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Penzaenergo, JSC.

Registered ordinary shares of Penzaenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Penzaenergo, JSC at the specified date.

Date of securities placement:

Date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities

Price of placement or the pricing procedure: not required to be specified for this form of placement.
Terms and conditions of collateral (if collateral bonds): not required to be specified since securities to be placed are not collateral bonds.

Terms and conditions of conversion (if convertible security): not required to be specified since securities to be placed are not convertible securities.

a.5)

Type, category (class) of securities: registered ordinary shares

Form of securities: uncertified
Amount of securities to be placed: 2,713,031,309 shares.

Face value: 0.1 (zero point one) of ruble.

Method of securities placement:

Conversion of uncertified registered preferred class A shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Preferred class A shares held by shareholders of Penzaenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Preferred class A shares of Penzaenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of preferred class A shares of Penzaenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 32,520,096 shares.

Share conversion ratios:

20349/1697604 of a registered preferred class A share of Penzaenergo, JSC with face value of 8 (Eight) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Penzaenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Penzaenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer  is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Penzaenergo, JSC including shares repurchased from shareholders of Penzaenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Penzaenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Penzaenergo, JSC.

Registered preferred class A shares of Penzaenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Penzaenergo, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

Date of securities placement: Date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities

Price of placement or the pricing procedure: not required to be specified for this form of placement.
Terms and conditions of collateral (if collateral bonds): not required to be specified since securities to be placed are not collateral bonds.

Terms and conditions of conversion (if convertible security): not required to be specified since securities to be placed are not convertible securities.

a.6)

Type, category (class) of securities: registered ordinary shares

Form of securities: uncertified
Amount of securities to be placed: 51,756,840,992 shares.

Face value: 0.1 (zero point one) of ruble.

Method of securities placement:

Conversion of uncertified registered ordinary shares of Orenburgenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.
Procedure for securities placement:

Ordinary shares held by shareholders of Orenburgenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Orenburgenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Orenburgenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 160,186,596 shares.

Share conversion ratios:

20349/6574832 of a registered ordinary share of Orenburgenergo, JSC with face value of 10 (Ten) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Orenburgenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Orenburgenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Orenburgenergo, JSC including shares repurchased from shareholders of Orenburgenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with the item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Orenburgenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Orenburgenergo, JSC.

Registered ordinary shares of Orenburgenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Orenburgenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Orenburgenergo, JSC at the specified date.

Date of securities placement: Date of the cessation of business activity of Orenburgenergo, JSC as recorded in the Unified State Register of Legal Entities

Price of placement or the pricing procedure: not required to be specified for this form of placement.
Terms and conditions of collateral (if collateral bonds): not required to be specified since securities to be placed are not collateral bonds.

Terms and conditions of conversion (if convertible security): not required to be specified since securities to be placed are not convertible securities.

a.7)

Type, category (class) of securities: registered ordinary shares

Form of securities: uncertified
Amount of securities to be placed: 11,558,321,461 shares.

Face value: 0.1 (zero point one) of ruble.

Method of securities placement: conversion of uncertified registered ordinary shares of Chuvashenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Ordinary shares held by shareholders of Chuvashenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Chuvashenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Chuvashenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 739,928,346 shares.

Share conversion ratios:

20349/317869 of a registered ordinary share of Chuvashenergo, JSC with face value of 50 (Fifty) kopecks is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Chuvashenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Chuvashenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer  is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Chuvashenergo, JSC including shares repurchased from shareholders of Chuvashenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with the item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Chuvashenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Chuvashenergo, JSC.

Registered ordinary shares of Chuvashenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Chuvashenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Chuvashenergo, JSC at the specified date.

Date of securities placement: Date of the cessation of business activity of Chuvashenergo, JSC as recorded in the Unified State Register of Legal Entities

Price of placement or the pricing procedure: not required to be specified for this form of placement.
Terms and conditions of collateral (if collateral bonds): not required to be specified since securities to be placed are not collateral bonds.

Terms and conditions of conversion (if convertible security): not required to be specified since securities to be placed are not convertible securities.

b) General data on securities placed by the Issuer, in respect to which the present Prospectus is registered (in case of subsequent registration of the Prospectus (after state registration of the securities placement (additional placement) report):
The present Securities Prospectus is registered with respect to securities to be placed, which are described in details in sections II and IX of the present Securities Prospectus.

c) Primary purposes of securities issue and intended use of funds raised from securities issue:

Securities issue is used for the purpose of reorganizing the Issuer by affiliating with Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC and Volzhskaya IDC, JSC and converting shares belonging to the mentioned affiliated companies into additional shares of the Issuer.

The Issuer does not place securities in order to finance a transaction (associated transactions) or to perform any other activity such as acquiring assets for the production of goods or rendering of works or services; acquiring ownership interest in authorized capital (shares) of other organization; reducing or settlement of payables or other liabilities of the Issuer.

Intended use of funds raised from securities issue:

The Issuer will not receive paid-in capital in excess of par value as a result of securities issue.

d) Other information that the Issuer considers as necessary to appear in the introduction:

Estimates and forecasts contained in the present Securities Prospectus relate only to the date of approval of the present document by the Issuer's Board of Directors. The Issuer does not hold any responsibility for updating or revising the estimates and forecasts contained in the present Securities Prospectus in order to reflect changes in respective expectations of the Company or changes in events, conditions or circumstances on which they are based.

The present Securities Prospectus provides estimates and forecasts by authorized management bodies of the Issuer which concern future events and/or actions, outlook for the industry in which the issuer performs its main business activity and the Issuer's performance including the issuer's plans, probability of certain events occurrence and certain actions performance. Investors should not fully rely on the estimates and forecasts by management bodies of the issuer since the Issuer's actual performance in future may differ from forecasted performance for many reasons. Acquisition of the Issuer's securities involves risks described herein.

I. Brief information on the Members of the Issuer's Management Bodies, Bank Accounts, Auditor, the Financial Advisor of the Issuer and other Signatories of the Securities Prospect

1.1. The Members of the Issuer's Management Bodies

The Charter of the Issuer specifies the following management bodies:

1. Supreme management body: General Shareholders' Meeting;

2. The Board of Directors;

3. General Director: Sole Executive Body.

(Collegial Executive Body is not stipulated in the Charter).

Members of the Issuer's Board of Directors:

	1. Chistyakov, Alexander Nikolayevich, born 1973 – Chairman of the Board of Directors

	2. Zenyukov, Igor Alikovich, born 1966 

	3. Dolgikh, Vyacheslav Mikhailovich, born 1969

	4. Ryabov, Dmitry Vladislavovich, born 1967

	5. Kurochkin, Alexey Valeryevich, born 1973

	6. Streltsov, Sergey Viktorovich, born 1959

	7. Zemlyansky, Igor Ivanovich, born 1969

	8. Kolesnikov, Anton Sergeevich, born 1980

	9. Kravchenko, Vyacheslav Mikhailovich, born 1967

	10. Remes, Sеppo Ukha, born 1955

	11. Fedorov, Denis Vladimirovich, born 1978


General Director: Sole Executive Body

	Ryabov, Dmitry Vladislavovich, born 1967


1.2. Information on the Issuer's Bank Accounts

	Full bank name
	"ALFA-BANK", Joint-Stock Company

Branch "Saratovsky" 

	Abbreviated bank name
	ALFA-BANK, JSC, Branch "Saratovsky"

	Location
	70 Moskovskaya Street, Saratov 410600

	bank's INN/KPP
	7728168971/645502001

	account (number and type)
	40702810000140000855 (transaction account)

	BIC
	046311838

	number of correspondent account
	30101810900000000838


1.3. Information on the Auditor(s) of the Issuer

	Full company name (or full name of individual auditor)
	"Fineart-Audit", Limited Liability Company

	Abbreviated company name
	Fineart-Audit, LLC

	Location of audit company
	60 Udaltsova Street, Moscow 119607 Russian Federation

	Mail address 
	60 Udaltsova Street, Moscow, 119607, Russian Federation

	Telephone and fax
	(499) 726-91-12/13 fax (495) 431-99-70

	E-mail
	E-mail: office@ fineart-audit.ru

	Number, issue date and validity period of auditor certificate
	No. 1 Е 006407 of 07.09.2004, for 5 years

	Certificate Issuing Body 
	Ministry of Finance of the Russian Federation 

	Auditor performed independent audit of quarterly financial (accounting) reports of the Issuer as of 30.09.2007


Auditor Fineart-Audit, LLC is independent of the Issuer.

Factors that can affect the Auditor's independency of the Issuer including information on existing substantial self-interest of the auditor (officers of the Auditor) in the activities of the Issuer (officials of the Issuer).

share of the Auditor (officials of the Auditor) in authorized capital (or mutual fund) of the Issuer: the Auditor does not have any share in the Issuer's authorized capital;

borrowings obtained by the Auditor (officials of the Auditor) from the Issuer: the Issuer did not provide borrowings to the Auditor (officials of the Auditor);

close business relationships (involvement with promotion of the Issuer's goods or services, joint venturing and the like) as well as family relationships: the Issuer does not have close business or family relationships with the Auditor;

officials of the Issuer are not simultaneously the officials of the Auditor.

Measures taken by the Issuer and the Auditor to avoid occurrence of mentioned factors:

The Issuer and the Auditor shall act in accordance with applicable laws, specifically, in compliance with the Federal Law On Auditing Activities of 07.08.2001 No. 119-FZ (as amended by the Federal Laws of 14.12.2001 No. 164-FZ, of 30.12.2001 No. 196-FZ), the Article 12 of which states that audit cannot be performed by:
1) auditors who are founding members (shareholders) of audited entity, its executives, accountants or other persons responsible for the organization and maintenance of accounting records and preparing financial (accounting) reports;

2) auditors who have close family relationship (parents, spouses, brothers, sisters, children as well as brothers, sisters, parents and children of spouses) with founding members (shareholders) of audited entity, its executives, accountants or other persons responsible for the organization and maintenance of accounting records and preparing financial (accounting) reports;

3) audit company which executives and other officials are founding members (shareholders) of audited entity, its executives, accountants or other persons responsible for the organization and maintenance of accounting records and preparing financial (accounting) reports;

4) audit company which executives and other officials have close family relationship (parents, spouses, brothers, sisters, children as well as brothers, sisters, parents and children of spouses) with founding members (shareholders) of audited entity, its executives, accountants or other persons responsible for the organization and maintenance of accounting records and preparing financial (accounting) reports;

5) audit company for audited entity that is founder (shareholder) of the audit company, for audited entity in relation to which the audit company is founder (shareholder), for affiliated companies, branches and representative offices of the mentioned audited entities as well as for entities which have the same founders (shareholders) as the audit company;

6) audit company or individual auditor which have been providing services of restoration and maintenance of accounting records and preparation of financial (accounting) reports for individual persons and artificial persons for three years immediately preceding the audit, in respect to the mentioned persons.

Major measure taken by the Issuer and the Auditor for the avoidance of interdependence is thorough vetting of the prospective Auditor to ensure its independence of the Issuer. Relationship between the Issuer and the Auditor is in compliance with the Article 12 of the Federal Law "On Auditing Activities" of August 7, 2001 No. 119-FZ, the amount of auditor's fee does not depend on the audit's results.
Procedure for selection of the Issuer's Auditor:

- tendering procedure for the selection of auditor and its general conditions:

Tendering procedure for the selection of auditor is not stipulated in the Charter or Polices and Procedures of the Issuer.
In the period when RAO UES of Russia owns 100 percent of voting shares of the Issuer, the Auditor is selected in compliance with the Tendering procedure for selection of the Auditor of RAO UES of Russia and the Group of RAO UES of Russia.

To take part in Tender, audit organizations must meet the following requirements:

-
not to be in the process of liquidation;

-
not to have the decision ordering the suspension of activity issued in compliance with the Code of Administrative Offences of the Russian Federation at the date of the approval of the application for Tender;

-
not to have unsettled tax liabilities, unpaid levies and other outstanding statutory payments to all budget levels or to state non-budgetary funds from the previous calendar year, the amount of which exceeds twenty five percent of the applicant's book value of assets as appears on financial statements for the most recent closed accounting period. Tender applicant is deemed as being in compliance with the specified requirement in case the applicant appeals against the mentioned debts in compliance with the laws of the Russian Federation and the judgment on such appeal has not been issued at the date of the approval of the application for Tender;

-
not to meet the conditions (in relation to the Company and the subsidiaries and affiliates of RAO UES of Russia) stated in the item 1 of the Article 12 of the Federal Law "On Auditing Activities".

- procedure for nominating auditors for appointment by Shareholder's Meeting (Shareholders) including management body authorized to make such decision:

According the Charter of the Issuer, the appointment of the Company's Auditor is the responsibility of the General Shareholder's Meeting of the Company.
According to the item 11.2 of the Charter of the Issuer, the issue concerning the appointment of the Company's Auditor must be resolved at the annual General Shareholder's Meeting of the Company.

Nomination of the Company's Auditor is made in compliance with the Federal Law "On Joint-Stock Companies" and the Charter of the Issuer by the Board of Directors on its own initiative or by the shareholder (shareholders) of the Company who hold at least 2 (Two) percent of the Company's voting shares in total. After reviewing submitted recommendations, the Board of Directors makes a decision on presenting nominated auditors for consideration by the General Shareholder's Meeting for the appointment of Auditor by the General Shareholder's Meeting.

Appointment of the Auditor is made by the General Shareholder's Meeting of the Company by majority of votes of the shareholders present at the General Shareholder's Meeting who hold voting shares.

Information on special audit engagements: There were no special audit engagements.

Procedure for determination of Auditor's fee and information on existing deferred or outstanding payments for audit services:

Procedure for payment and the amount of fees payable to audit companies or individual auditors for audit services rendered (including compulsory audit) as well as providing related services are regulated by Audit Service Agreements and cannot be made dependable on meeting of any requirements made by audited entity concerning audit opinion.

The amount of fee payable to the Auditor of the Issuer approved by the annual General Shareholder's Meeting of the Issuer for services of conducting annual compulsory audit and validating annual financial reports of the Issuer is determined by the Board of Directors of the Issuer.

Actual amount of fee paid by the Issuer to Auditor for each fiscal year or other reporting period in which Auditor conducted external audit of financial (accounting) reports of the Issuer:

Actual amount of fee paid by the Issuer to Auditor for conducting external audit of accounting records and quarterly financial (accounting) reports of the Issuer as of 30.09.2007 is 150,000 rubles (VAT included). There are no deferred or outstanding payments for audit services provided.

1.4. Information on the Issuer's Appraiser

The Issuer has not engaged Appraiser (Appraisers) for the evaluation of the market value of the securities to be placed, or evaluation of the market value of assets pledged as collateral for collateral bonds of the Issuer or the provision of other appraisal services related to the issue of securities described in the Securities Prospectus.

1.5. Information of the Issuer's Advisors

The Issuer has not engaged financial advisors on securities as well as other consultants who provide consulting services on securities offering.

Other persons providing consulting services on securities offering to the Issuers and who signed the present Securities Prospect submitted for registration or any other registered Securities Prospect on outstanding securities of the Issuer do not exist.

1.6 Information on other Signatories of the Securities Prospectus

The present Securities Prospectus is signed by:

	Surname, first name, patronymic
	Vaitulenis, Natalya Vasilyevna

	Year of birth 
	1959

	Information on primary employment and position
	Chief Accountant of IDGC of Volga, JSC (42/44, Pervomayskaya Street) Saratov. Tel.: (8452) 30-26-58, e-mail: n.vaitulenis@volmrk.ru)


	Surname, first name, patronymic
	Vasheva, Lyubov Leonidovna

	Year of birth 
	1957

	Information on primary employment and position
	General Director of Fineart-Audit, LLC, (60 Udaltsova Street) Moscow. 
Tel.: (495) 431-99-70, e-mail: office@ fineart-audit.ru)



Other persons signed the Securities Prospectus and not mentioned in the previous items of the present section do not exist.

II. Brief Information on the amount, date, procedure and conditions of placement for each type, category (class) of the securities to be placed
1) On securities placed by conversion of uncertified registered ordinary shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

2.1. Type, category (class) and form of securities to be placed

Type of securities to be placed – shares

Category – ordinary

Form of securities to be placed – uncertified registered

Securities to be placed are not convertible securities.

2.2. Face value of each type, category (class), series of securities to be placed

Face value of securities to be placed: 0.1 (zero point one) of ruble.

2.3. Planned volume of placement in monetary terms and the amount of securities to be placed

Amount of securities to be placed: 88,821,843,113 shares.

Volume of securities to be placed at face value: 8,882,184,311 rubles 30 kopecks.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.4. Price (pricing procedure) of securities to be placed

Pricing procedure for securities to be placed: not required to be specified for this method of placement.

Preferential right to acquire securities is not granted under this method of placement.

2.5. Procedure and period of securities placement

Start date and end date of securities placement or procedure for setting the period of securities placement: Date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities.

Method of securities placement: conversion of uncertified registered ordinary shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Preferential right to acquire securities: not available under this method of placement.

Other important conditions of securities placement as defined by the Issuer:

Ordinary shares held by shareholders of Volzhskaya IDC, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Volzhskaya IDC, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Volzhskaya IDC, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 12,952,805,335 shares.

Share conversion ratios:

20349/139540 of a registered ordinary share of Volzhskaya IDC, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Volzhskaya IDC, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Volzhskaya IDC, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Volzhskaya IDC, JSC including shares repurchased from shareholders of Volzhskaya IDC, JSC  in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Volzhskaya IDC, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Volzhskaya IDC, JSC.

Registered ordinary shares of Volzhskaya IDC, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Volzhskaya IDC, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2) On securities placed by conversion of uncertified registered preferred shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

2.1. Type, category (class) and form of securities to be placed

Type of securities to be placed – shares

Category – ordinary

Form of securities to be placed – uncertified registered

Securities to be placed are not convertible securities.

2.2. Face value of each type, category (class), series of securities to be placed

Face value of securities to be placed: 0.1 (zero point one) of ruble.

2.3. Planned volume of placement in monetary terms and the amount of securities to be placed

Amount of securities to be placed: 1,158,061,094 shares.

Volume of securities to be placed at face value: 115,806,109 rubles 40 kopecks.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.4. Price (pricing procedure) of securities to be placed

Pricing procedure for securities to be placed: not required to be specified for this method of placement.

Preferential right to acquire securities is not granted under this method of placement.

2.5. Procedure and period of securities placement

Start date and end date of securities placement or procedure for setting the period of securities placement: Date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities.

Method of securities placement: conversion of uncertified registered preferred shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Preferential right to acquire securities: not available under this method of placement.

Other important conditions of securities placement as defined by the Issuer:

Preferred shares held by shareholders of Volzhskaya IDC, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Preferred shares of Volzhskaya IDC, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of registered preferred shares of Volzhskaya IDC, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 184,396,054 shares.

Share conversion ratios:

20349/127791 of a registered preferred share of Volzhskaya IDC, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional registered ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Volzhskaya IDC, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Volzhskaya IDC, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Volzhskaya IDC, JSC including shares repurchased from shareholders of Volzhskaya IDC, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Volzhskaya IDC, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Volzhskaya IDC, JSC.

Registered preferred shares of Volzhskaya IDC, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Volzhskaya IDC, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

3) On securities placed by conversion of uncertified registered ordinary shares of Mordovenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

2.1. Type, category (class) and form of securities to be placed

Type of securities to be placed – shares

Category – ordinary

Form of securities to be placed – uncertified registered

Securities to be placed are not convertible securities.

2.2. Face value of each type, category (class), series of securities to be placed

Face value of securities to be placed: 0.1 (zero point one) of ruble.

2.3. Planned volume of placement in monetary terms and the amount of securities to be placed

Amount of securities to be placed: 9,553,398,365 shares.
Volume of securities to be placed at face value: 955,339,836 rubles 50 kopecks.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.4. Price (pricing procedure) of securities to be placed

Pricing procedure for securities to be placed: not required to be specified for this method of placement.

Preferential right to acquire securities is not granted under this method of placement.

2.5. Procedure and period of securities placement

Start date and end date of securities placement or procedure for setting the period of securities placement: Date of the cessation of business activity of Mordovenergo, JSC as recorded in the Unified State Register of Legal Entities.

Method of securities placement: conversion of uncertified registered ordinary shares of Mordovenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Preferential right to acquire securities: not available under this method of placement.

Other important conditions of securities placement as defined by the Issuer:

Ordinary shares held by shareholders of Mordovenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Mordovenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Mordovenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 1,345,037,710 shares.

Share conversion ratios:

20349/144531 of a registered ordinary share of Mordovenergo, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Mordovenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Mordovenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Mordovenergo, JSC including shares repurchased from shareholders of Mordovenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Mordovenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Mordovenergo, JSC.

Registered ordinary shares of Mordovenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Mordovenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Mordovenergo, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

4) On securities placed by conversion of uncertified registered ordinary shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

2.1. Type, category (class) and form of securities to be placed

Type of securities to be placed – shares

Category – ordinary

Form of securities to be placed – uncertified registered

Securities to be placed are not convertible securities.

2.2. Face value of each type, category (class), series of securities to be placed

Face value of securities to be placed: 0.1 (zero point one) of ruble.

2.3. Planned volume of placement in monetary terms and the amount of securities to be placed

Amount of securities to be placed: 12,953,703,666 shares.

Volume of securities to be placed at face value: 1,295,370,366 rubles 60 kopecks.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.4. Price (pricing procedure) of securities to be placed

Pricing procedure for securities to be placed: not required to be specified for this method of placement.

Preferential right to acquire securities is not granted under this method of placement.

2.5. Procedure and period of securities placement

Start date and end date of securities placement or procedure for setting the period of securities placement: Date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities.

Method of securities placement: conversion of uncertified registered ordinary shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Preferential right to acquire securities: not available under this method of placement.

Other important conditions of securities placement as defined by the Issuer:

Ordinary shares held by shareholders of Penzaenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Penzaenergo, JSC are converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Penzaenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 142,199,904 shares.

Share conversion ratios:

20349/1853684 of a registered ordinary share of Penzaenergo, JSC with face value of 8 (Eight) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Penzaenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Penzaenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Penzaenergo, JSC including shares repurchased from shareholders of Penzaenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Penzaenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Penzaenergo, JSC.

Registered ordinary shares of Penzaenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Penzaenergo, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

5) On securities placed by conversion of uncertified registered preferred class A shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

2.1. Type, category (class) and form of securities to be placed

Type of securities to be placed – shares

Category – ordinary

Form of securities to be placed – uncertified registered

Securities to be placed are not convertible securities.

2.2. Face value of each type, category (class), series of securities to be placed

Face value of securities to be placed: 0.1 (zero point one) of ruble.

2.3. Planned volume of placement in monetary terms and the amount of securities to be placed

Amount of securities to be placed: 2,713,031,309 shares.

Volume of securities to be placed at face value: 271,303,130 rubles 90 kopecks.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.4. Price (pricing procedure) of securities to be placed

Pricing procedure for securities to be placed: not required to be specified for this method of placement.

Preferential right to acquire securities is not granted under this method of placement.

2.5. Procedure and period of securities placement

Start date and end date of securities placement or procedure for setting the period of securities placement: Date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities.

Method of securities placement: conversion of uncertified registered preferred class A shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Preferential right to acquire securities: not available under this method of placement.

Other important conditions of securities placement as defined by the Issuer:

Preferred class A shares held by shareholders of Penzaenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Preferred class A shares of Penzaenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of preferred class A shares of Penzaenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 32,520,096 shares.

Share conversion ratios:

20349/1697604 of a registered preferred class A share of Penzaenergo, JSC with face value of 8 (Eight) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Penzaenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Penzaenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Penzaenergo, JSC including shares repurchased from shareholders of Penzaenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Penzaenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Penzaenergo, JSC.

Registered preferred class A shares of Penzaenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Penzaenergo, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

6) On securities placed by conversion of uncertified registered ordinary shares of Orenburgenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

2.1. Type, category (class) and form of securities to be placed

Type of securities to be placed – shares

Category – ordinary

Form of securities to be placed – uncertified registered

Securities to be placed are not convertible securities.

2.2. Face value of each type, category (class), series of securities to be placed

Face value of securities to be placed: 0.1 (zero point one) of ruble.

2.3. Planned volume of placement in monetary terms and the amount of securities to be placed

Amount of securities to be placed: 51,756,840,992 shares.

Volume of securities to be placed at face value: 5,175,684,099 rubles 20 kopecks.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.4. Price (pricing procedure) of securities to be placed

Pricing procedure for securities to be placed: not required to be specified for this method of placement.

Preferential right to acquire securities is not granted under this method of placement.

2.5. Procedure and period of securities placement

Start date and end date of securities placement or procedure for setting the period of securities placement: Date of the cessation of business activity of Orenburgenergo, JSC as recorded in the Unified State Register of Legal Entities.

Method of securities placement: conversion of uncertified registered ordinary shares of Orenburgenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Preferential right to acquire securities: not available under this method of placement.

Other important conditions of securities placement as defined by the Issuer:

Ordinary shares held by shareholders of Orenburgenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Orenburgenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Orenburgenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 160,186,596 shares.

Share conversion ratios:

20349/6574832 of a registered ordinary share of Orenburgenergo, JSC with face value of 10 (Ten) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Orenburgenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Orenburgenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Orenburgenergo, JSC including shares repurchased from shareholders of Orenburgenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with the item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Orenburgenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Orenburgenergo, JSC.

Registered ordinary shares of Orenburgenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Orenburgenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Orenburgenergo, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

7) On securities placed by conversion of uncertified registered ordinary shares of Chuvashenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

2.1. Type, category (class) and form of securities to be placed

Type of securities to be placed – shares

Category – ordinary

Form of securities to be placed – uncertified registered

Securities to be placed are not convertible securities.

2.2. Face value of each type, category (class), series of securities to be placed

Face value of securities to be placed: 0.1 (zero point one) of ruble.

2.3. Planned volume of placement in monetary terms and the amount of securities to be placed

Amount of securities to be placed: 11,558,321,461 shares.

Volume of securities to be placed at face value: 1,155,832,146 rubles 10 kopecks.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.4. Price (pricing procedure) of securities to be placed

Pricing procedure for securities to be placed: not required to be specified for this method of placement.

Preferential right to acquire securities is not granted under this method of placement.

2.5. Procedure and period of securities placement

Start date and end date of securities placement or procedure for setting the period of securities placement:

Date of the cessation of business activity of Chuvashenergo, JSC as recorded in the Unified State Register of Legal Entities.

Method of securities placement: conversion of uncertified registered ordinary shares of Chuvashenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Preferential right to acquire securities: not available under this method of placement.

Other important conditions of securities placement as defined by the Issuer:

Ordinary shares held by shareholders of Chuvashenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance with the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Chuvashenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Chuvashenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 739,928,346 shares.

Share conversion ratios:

20349/317869 of a registered ordinary share of Chuvashenergo, JSC with face value of 50 (Fifty) kopecks is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Chuvashenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Chuvashenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.
Not subject to conversion:

- treasury stock of Chuvashenergo, JSC including shares repurchased from shareholders of Chuvashenergo, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with the item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Chuvashenergo, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Chuvashenergo, JSC.

Registered ordinary shares of Chuvashenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Chuvashenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Chuvashenergo, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the type, category (class) simultaneously with the present securities offering.

2.6. Procedure and period of securities placement

Applicable to all additional issues: not required to be specified for this method of placement.

2.7. Procedure and conditions for concluding contracts during securities placement

Applicable to all additional issues: not required to be specified for this method of placement.

2.8. List of potential buyers of securities to be placed

Applicable to all additional issues: not required to be specified for this method of placement.

2.9. Procedure for disclosure of information on the placement and the results of the securities placement

The procedure for information disclosure described below is applicable to all additional issues.

The Issuer discloses information by issuing notices at every phase of securities placement process and after state registration of the Securities Prospectus, the Issuer shall disclose information by issuing quarterly reports and notices on substantial facts containing information that can significantly affect the value of the Issuer's securities in compliance with the Federal Law "On Securities Market" of 22.04.1996 No. 39-FZ (as amended and revised), the Federal Law "On Joint-Stock Companies" of 26.12.1995 No. 208-FZ (as amended and revised) and the Regulation "On Information Disclosure by Issuers of Securities" approved by the Order of the Russian Federal Securities Commission of 10.10.2006 No. 06-117/pz-n (hereinafter referred to as the "Regulation"). In case if at the occurrence of event which the Issuer should disclose in accordance with the applicable Federal Laws and Regulations of the Federal Executive Body governing securities market different procedure and terms for information disclosure on such event than that specified in the Decision on Additional Securities Placement and the Securities Prospectus was laid down, the information on such event shall be disclosed in accordance with the procedure and terms laid down by Federal Laws and Regulations of the Federal Executive Body governing securities market applicable at the occurrence of the event.

The information which the Issuer is liable to disclose in compliance with the Regulation and other regulations of the Federal Executive Body governing securities market is available on the Internet page at www.mrsk-volgi.ru for the period laid down by such regulations.

The Issuer shall provide any interested party with access to the information contained in each notice, including notices on substantial facts which are published by the Issuer in compliance with the Regulation, as well as to information disclosed in registered Decision on Additional Securities Placement, Securities Prospectus and in Amendments and/or Revisions to them, Additional Securities Placement Report, Quarterly Reports and other documents which must be disclosed in compliance with the Section VIII of the Regulation by making the copies available at the address (location) of the Issuer's permanent executive body as stated in the Unified State Register of Legal Entities.

The Issuer shall provide a copy of each notice, including copies of notices on substantial facts which are published by the Issuer in compliance with the Regulation, as well as copies of registered Decision on Additional Securities Placement, Securities Prospectus and Amendments and/or Revisions to them, Additional Securities Placement Report, copy of Quarterly Report and copies of other documents which must be disclosed in compliance with the Section VIII of the Regulation to the owners of securities and other interested parties upon their request for a fee not exceeding expenses on making such copy within 7 (Seven) days from the date of request.

The number of transaction account (accounts) of the Issuer used for settlement of expenses on making copies of the afore mentioned documents and the amount (procedure for determination of such amount) of such expenses is published by the Issuer on the Internet page at www.mrsk-volgi.ru.

Copies of documents that do not have permanent retention period according to the laws of the Russian Federation shall be provided by the Issuer upon the request of interested parties within the retention period specified for such documents.

The copy provided by the Issuer shall be certified by authorized person of the Issuer.

If the end date for the period when the Issuer should disclose information or provide a copy of document in compliance with the Regulation falls on weekend and/or public holiday, the immediately following business day shall be considered as the end day for such period.

Notices on substantial facts and notices on information that can significantly affect the value of securities of the Joint-Stock Company shall be forwarded by the Issuer to the Registration Body within the period not exceeding 5 (Five) days from the date of the occurrence of specified fact/event.

The Issuer and/or Registrar maintaining the Issuer's Shareholder Register is liable to provide the interested party with a copy of registered Decision on Additional Securities Placement upon the request of interested party for a fee not exceeding expenses on making such copy.

1) After making a decision on increasing authorized capital through additional securities placement, the Issuer shall disclose this information by issuing "Notice On Making Decision On Securities Placement" within the following period from the date of drawing up minutes of specified General Shareholder's Meeting:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

2) The information on approval of the Decision on Additional Securities Placement by the Issuer's Board of Directors shall be disclosed by issuing "Notice On Approval of Decision On Additional Securities Placement" within the following period from the date of drawing up minutes (expiry date for drawing up the minutes according to the laws of the Russian Federation) of the General Shareholder's Meeting of the Issuer at which the Decision On Additional Securities Placement was approved:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

3) Information on state registration of additional securities placement shall be disclosed by the Issuer after the date of state registration of Securities Prospectus by issuing the notice on substantial fact "Information on the phases of securities placement process", Decision On Additional Securities Placement and Securities Prospectus.

Notice on State Registration of Additional Securities Placement and the Procedure for Disclosure of Information Contained in Securities Prospectus shall be published by the Issuer within the following period from the publishing date of the information on state registration of additional securities (shares) placement on the Internet page of Registering Authority or from the date of receiving by the Issuer the notification from Registering Authority on state registration of additional securities (shares) placement by post, fax, e-mail or courier depending on which of specified dates comes first:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days;

in newspaper "Saratovskaya oblastnaya gazeta" not later than 10 (Ten) days.

Notice on substantial fact shall be available on the Internet page at www.mrsk-volgi.ru for at least 6 (Six) months from the date of its publishing on the Internet.

The Issuer shall forward a notice on substantial fact to Registering Authority not later than 5 (Five) days from the date of the occurrence of the substantial fact.

The Issuer shall publish the registered Decision on Additional Securities Placement on the Internet page at www.mrsk-volgi.ru not later than 2 (Two) days from the publishing date of the information on state registration of additional securities (shares) placement on the Internet page of Registering Authority or from the date of receiving by the Issuer the notification from Registering Authority on state registration of additional securities (shares) placement by post, fax, e-mail or courier depending on which of specified dates comes first. The state registration number of additional securities placement, its registration date and the name of Registering Authority that registered additional securities (shares) placement shall be stated when publishing the Decision on Additional Securities Placement on the Internet page.

Registered Decision On Additional Securities Placement shall be available on the Internet page at www.mrsk-volgi.ru from the date of its publishing on the Internet page until the date of redemption (cancelling) all Shares from this additional placement.

The Issuer shall publish the registered Securities Prospectus on the Internet page at www.mrsk-volgi.ru not later than 2 (Two) days from the publishing date of the information on state registration of additional securities (shares) placement on the Internet page of Registering Authority or from the date of receiving by the Issuer the notification from Registering Authority on state registration of additional securities (shares) placement by post, fax, e-mail or courier depending on which of specified dates comes first. The state registration number of additional securities placement in respect to which Securities Prospectus was registered, its registration date and the name of Registering Authority that registered Securities Prospectus shall be stated when publishing Securities Prospectus on the Internet page.

Securities Prospectus shall be available on the Internet page at www.mrsk-volgi.ru from the date of its publishing on the Internet page until the passing of at least 6 (Six) months from the publishing date on the Internet of registered Additional Securities (Shares) Placement Report.

From the publishing date of the Notice on State Registration of Additional Securities Placement, all interested parties can read Decision on Additional Securities Placement and Securities Prospectus and get copies of these documents at the following address: 42/44, Pervomayskaya Street, Saratov 410031, Russian Federation (at the office of individual executive body of IDGC of Volga, JSC).
From the publishing date of the Notice on State Registration of Additional Securities Placement, any interested party is entitled to receive from afore mentioned address a copy of Decision on Additional Securities Placement and Securities Prospectus for a fee not exceeding expenses on making copies of mentioned documents.

4) During shares placement process the Issuer discloses information by:

issuing the notice on start date of securities placement;

issuing the notice on changing the start date of securities placement;

issuing the notice on substantial fact "Information on the phases of securities placement process" in compliance with the Section VI of the Regulation;

issuing the notice on suspension of securities placement;

issuing the notice on resuming securities placement.

A) Notice on start date of securities placement shall be published by the Issuer in the newswire and on the Internet page.

Notice on start date of securities placement shall be published by the Issuer within the following period prior to the start date of securities placement (date of the cessation of business activity of affiliated joint-stock company as recorded in the Unified State Register of Legal Entities):

in the newswire (AK&M or Interfax) not later than 5 days prior to start date of securities placement;

on the Internet page at www.mrsk-volgi.ru not later than 4 days prior to start date of securities placement.

B) In case the Issuer makes a decision on changing start date of securities placement, the Issuer shall publish the notice on changing the start date of securities placement in newswire (AM&M or Interfax) and on the Internet page at www.mrsk-volgi.ru not later than 1 (One) day prior to such date.

C) The Issuer shall also disclose information on (start of placement and end of placement) securities placement by issuing notices on substantial facts.

Information on placement (start of placement and end of placement) shall be disclosed by the Issuer within the following period from the start date of placement of shares and the end date of shares placement accordingly:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

Notice on substantial fact shall be available on the Internet page at www.mrsk-volgi.ru for at least 6 (Six) months from the date of its publishing on the Internet.

The Issuer shall forward a notice on substantial fact to Registering Authority not later than 5 (Five) days from the date of the occurrence of the substantial fact.

D) In case if during the period of shares placement the Issuer makes a decision on amending and/or revising the Decision on Additional Securities Placement and/or Securities Prospectus and/or in case if during the period of shares placement the Issuer receives written demand (order, decision) from state body authorized by laws of the Russian Federation to make a decision on suspending of securities placement (hereinafter referred to as "Authorized Body"), the Issuer shall suspend the placement of shares and publish the notice on the suspension of securities placement within the following period from the date of drawing up minutes of the meeting of authorized body of the Issuer at which the decision on amending and/or revising the Decision on Additional Securities Placement and/or Securities Prospectus was made or from the date of receiving by the Issuer written demand (order, decision) from Authorized Body on suspension of securities placement by post, fax, e-mail or courier depending on which date comes first:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

In case if placement of shares is suspended due to the decision of Registering Authority to suspend securities issue, information on suspension of shares placement shall be disclosed by the Issuer by issuing the notice on substantial fact "Information on suspension and resuming securities placement" in compliance with the Section VI of the Regulation.

E) After registering amendments and/or revisions to Decision on Additional Securities Placement and/or Securities Prospectus during the period of shares placement, making decision on refusal to register such amendment and/or revisions or receiving written notification (order, decision) from Authorized Body on permission to resume securities placement (termination of grounds for suspension of securities placement), the Issuer shall publish the notice on resuming securities placement in the newswire and on the Internet page.

Notice on resuming securities placement shall be published by the Issuer within the following period from the date of publishing of the information on registering amendments and/or revisions to Decision on Additional Securities Placement and/or revisions to Decision on Additional Securities Placement and Securities Prospectus or information on refusal to register such amendment and/or revisions on the Internet page of Registering Authority or from the date of receiving by the Issuer written notification from Registering Authority on registration of amendments and/or revisions to Decision on Additional Securities Placement and/or Securities Prospectus or on refusal to register such amendment and/or revisions or from the date of receiving by the Issuer written notification (order, decision) from Authorized Body on the permission to resume securities placement (termination of grounds for suspension of securities placement):

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

The Issuer shall resume securities (shares) placement only after publishing the notice on resuming securities placement in the newswire or on the Internet page.

In case if placement of shares is resumed due to the decision of Registering Authority to resume securities issue, information on resuming of shares placement shall be disclosed by the Issuer by issuing the notice on substantial fact "Information on suspension and resuming securities placement" in compliance with the Section VI of the Regulation.

F) The Issuer shall also disclose information on suspension and resuming securities placement by issuing notices on substantial facts.

Information on suspension and resuming the issue of shares shall be disclosed by the Issuer within the following period from the date of the occurrence of the substantial fact:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

The date of the occurrence of substantial fact containing information on the suspension of the issue of shares shall be deemed as the date of publishing the information on the suspension of the issue of Issuer's shares on the Internet page of Registering Authority or the date of receiving by the Issuer written notification from Registering Authority on the suspension of the issue of shares by post, fax, e-mail or courier depending on which of the specified dates comes first.

The date of the occurrence of substantial fact containing information on the resuming the issue of shares shall be deemed as the date of publishing the information on the resuming the issue of Issuer's shares on the Internet page of Registering Authority or the date of receiving by the Issuer written notification from Registering Authority on the resuming the issue of the Issuer's shares by post, fax, e-mail or courier depending on which of the specified dates comes first.

Notice on substantial fact shall be available on the Internet page at www.mrsk-volgi.ru for at least 6 (Six) months from the date of its publishing on the Internet.

The Issuer shall forward a notice on substantial fact to Registering Authority not later than 5 (Five) days from the date of the occurrence of the substantial fact.

5) Information on state registration of Additional Securities Placement Report shall be disclosed by the Issuer by issuing the notice on substantial fact "Information on the phases of securities placement process" within the following period from the date of publishing of the information on state registration of Additional Securities (Shares) Placement Report on the Internet page of Registering Authority or from the date of receiving by the Issuer written notification from Registering Authority on state registration of Additional Securities (Shares) Placement Report by post, fax, e-mail or courier depending on which of the specified dates comes first:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

Notice on substantial fact shall be available on the Internet page at www.mrsk-volgi.ru for at least 6 (Six) months from the date of its publishing on the Internet.

The Issuer shall forward a notice on substantial fact to Registering Authority not later than 5 (Five) days from the date of the occurrence of the substantial fact.

The Issuer shall publish the registered Additional Securities Placement Report on the Internet page at www.mrsk-volgi.ru not later than 2 (Two) days from the publishing date of the information on state registration of Additional Securities Placement Report on the Internet page of Registering Authority or from the date of receiving by the Issuer the notification from Registering Authority on state registration of Additional Securities Placement Report by post, fax, e-mail or courier depending on which of specified dates comes first.

Registered Additional Securities Placement Report shall be available on the Issuer's Internet page at www.mrsk-volgi.ru within at least 6 (Six) months from the date of its publishing on the Internet.

From the publishing date of the Notice on State Registration of Additional Securities (Shares) Placement Report, all interested parties can read Additional Securities (Shares) Placement Report and get its copy at the following address: 42/44, Pervomayskaya Street, Saratov 410031, Russian Federation (at the office of individual executive body of IDGC of Volga, JSC).

From the publishing date of the Notice on State Registration of Additional Securities Placement Report, any interested party is entitled to receive at afore-mentioned address a copy of Additional Securities Placement Report for a fee not exceeding expenses on making a copy of such document.

6) Information on failure or voidance of additional placement of shares shall be disclosed by the Issuer by issuing notices on substantial facts within the following period from the date of the occurrence of the substantial fact:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

The date of the occurrence of substantial fact containing information on failure or voidance of additional issue of shares shall be deemed as the date of publishing the information on failure or voidance of additional issue of the Issuer's shares on the Internet page of Registering Authority or the date of receiving by the Issuer written notification from Registering Authority on failure or voidance of additional issue of shares by post, fax, e-mail or courier depending on which of the specified dates comes first.

The date of the occurrence of substantial fact containing information on voidance of additional placement of securities (shares) shall be deemed as the date of receiving by the Issuer (date of entering into legal force) the judicial act (decision, order, ruling) on voidance of additional placement of securities (shares) which has entered into legal force.

Notice on substantial fact shall be available on the Internet page at www.mrsk-volgi.ru for at least 6 (Six) months from the date of its publishing on the Internet.

The Issuer shall forward a notice on substantial fact to Registering Authority not later than 5 (Five) days from the date of the occurrence of the substantial fact.

7) From the date immediately following the date of registration of Securities Prospectus, the Issuer becomes liable to disclose information by issuing notices on substantial facts in other cases stipulated in the Regulation.

Notice on substantial fact shall be published by the Issuer within the following period from the date of the occurrence of the substantial fact.

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

Notice on substantial fact shall be available on the Internet page at www.mrsk-volgi.ru for at least 6 (Six) months from the date of its publishing on the Internet.

The Issuer shall forward a notice on substantial fact to Registering Authority not later than 5 (Five) days from the date of the occurrence of the substantial fact.

8) From the quarter during which Securities Prospectus was registered, the Issuer becomes liable to disclose information by issuing quarterly reports following the procedure specified in the Regulation.

Quarterly report shall be drawn up at the end of each quarter. Quarterly report shall be submitted to Registering Authority not later than 45 (Forty five) days from the end date of reporting quarter.

The Issuer is liable to publish quarterly report on the Internet page at www.mrsk-volgi.ru not later than 45 (Forty five) days from the end date of respective quarter.

Quarterly report shall be available on the Internet page at www.mrsk-volgi.ru within at least 3 (Three) years from the date of its publishing on the Internet.

The Issuer shall publish Information Statement on Procedure for Quarterly Report Disclosure in the newswire (AK&M or Interfax) not later than 1 (One) day from the date of publishing of quarterly report on the Internet.

9) From the date immediately following the date of registration of Securities Prospectus, the Issuer shall also disclose information that can significantly affect the value of the Issuer's securities.

Information that can significantly affect the value of the Issuer's securities shall be published within the following period from the date of the occurrence of respective event:

in the newswire (AK&M or Interfax) not later than 1 (One) day;

on the Internet page at www.mrsk-volgi.ru not later than two (Two) days.

Information that can significantly affect the value of the Issuer's securities shall be available on the Internet page at www.mrsk-volgi.ru for at least 6 (Six) months from the date of its publishing on the Internet, if other period for disclosure of mentioned information is not specified in the Regulation.

Information that can significantly affect the value of the Issuer's securities shall be forwarded by the Issuer to the Registration Authority within the period not exceeding 5 (Five) days from the date of the occurrence of respective event.

10) The Issuer shall disclose information on its Charter with all amendments and/or revisions made to it by publishing on the Internet page at www.mrsk-volgi.ru.

In case of making amendments and/or revisions to the Issuer's Charter (Adoption of Restated Charter), the Charter with amendments and/or revisions made (Restated Charter) shall be published by the Issuer on the Internet page at www.mrsk-volgi.ru not later than 2 (Two) days from the date of receiving by the Issuer written notification (certificate) from Authorized Body on state registration of such amendments and/or revisions (state registration of Restated Charter). If, in cases specified in the laws of the Russian Federation, amendments and/or revisions to the Charter of Joint-Stock Company come into effect for third parties from the moment of notifying Authorized Body, the Issuer shall publish such amendments and/or revisions on the Internet page at www.mrsk-volgi.ru not later than 2 (Two) days from the date of such notification.

In case of adoption of Restated Charter of the Issuer, the former version of the Charter shall be available at the Internet page at www.mrsk-volgi.ru within 3 (Three) months from the date of publishing of Restated Charter of the Issuer on the Internet.

The Issuer shall publish Regulations and Policies governing the activity of its bodies on the Internet page at www.mrsk-volgi.ru not later than 2 (Two) days from the date of drawing up minutes (expiry date for drawing up the minutes according to the laws of the Russian Federation) of the General Shareholder's Meeting (Meeting of the Board of Directors) at which respective Regulations and Policies were approved.

In case of making amendments and/or revisions to the Issuer's Regulations and Policies governing the activity of its bodies (adoption of revised and amended Regulations and Policies), the mentioned Regulations and Policies with amendments and/or revisions made (revised and amended Regulations and Policies) shall be published by the Issuer on the Internet page at www.mrsk-volgi.ru not later than 2 (Two) days from the date of drawing up minutes (expiry date for drawing up the minutes according to the laws of the Russian Federation) of the meeting of authorized management body of the Issuer at which the decision to make amendments and/or revisions (adoption as amended and revised) to the mentioned  Regulations and Policies was approved.

In case of the adoption of new version of Regulation or Policy of the Issuer, the former version of Regulation or Policy shall be available at the Internet page at www.mrsk-volgi.ru within 3 (Three) months from the date of publishing of the new version of Regulation or Policy on the Internet.

III. General Information on the Issuer's financial and economic performance

3.1. Indicators of the Issuer's financial and economic activity

The Issuer has been established and registered as legal person on 29.06.2007. According to the Regulation on "Maintenance of accounting records and financial statements in the RF" (the Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n), the first reporting period for a newly established entity or reorganized entity shall be deemed as the period starting on the date of the state registration and ending on December 31 inclusive, and for an entity which is newly established after October 1 (including October 1) such period shall be deemed as the period starting on the date of the state registration and ending on December 31 of the following year. Thus, the Issuer shall draw up and submit its financial statements starting with quarterly reports as of 30.09.2007.

The following table describes indicators showing financial performance of the Issuer as of 30.09.2007.

	Item name
	30.09.2007

	Net worth (thousands of rubles)
	10,005

	Debt-to-equity ratio, % 
	0

	Short-term liabilities-to-equity ratio, % 
	88.93

	Debt service coverage ratio, %
	0

	Default rate, %
	0

	Receivables turnover ratio, the number of times 
	3.28

	Dividend payout ratio, %
	0

	Labor productivity, thousands of rubles per person 
	1,050

	Depreciation to sales ratio, % 
	0.002


Note:

The calculation of measurements is based on the guidelines contained in the Regulation "On Information Disclosure by Issuers of Securities" approved by the Order of the Russian Federal Securities Commission of 10.10.2006 No. 06-117/pz-n.
The dynamics of indicators of the Issuer's financial performance and the analysis of the Issuer's solvency and financial performance based on the economic analysis of the dynamics of the mentioned indicators: not available since the Issuer has been registered as legal person on 29.06.2007 and performed its business activity for less than one full fiscal year.
3.2. The Issuer's Market Capitalization

The Issuer has been registered as legal person on 29.06.2007 and performed its business activity for less than one full fiscal year. The Issuer's shares were not traded and are not being traded on regulated markets. Taking the aforementioned into consideration, it is not possible to calculate the Issuer's market capitalization based on guidelines contained in the Regulation "On Information Disclosure by Issuers of Securities" approved by the Order of the Russian Federal Securities Commission of October 10, 2006 No. 06-117/pz-n.

For the purposes of the present paragraph, the market capitalization is determined using net worth indicator. The calculation of the Issuer's net worth is based on the guidelines contained in the Regulation "On the procedure for the calculation of the net worth of Joint-Stock Companies" approved by the Order of the Ministry of Finance of Russia and the Russian Federal Securities Commission of January 29, 2003 No. 10n/03-6pz.
	Item name
	as of 30.09.2007

	The Issuer's market capitalization, thousands of rubles (net worth)
	10,005


3.3. Issuer's liabilities

3.3.1. Payables

The Issuer has been registered as legal person on 29.06.2007 and performed its business activity for less than one full fiscal year.
The Issuer additionally informs on the total amount of payables as of 30.09.2007.

Total amount of payables as of 30.09.2007 (amount of long-term and short term liabilities less payables to shareholders (founders), deferred revenue and reserves for future expenses and payments) is 8,896,545 rubles.

Arrears as of 30.09.2007 – no arrears.

List of the Issuer's payables as of 30.09.2007:

	Type of payables:
	Due date

	
	Less than one year
	More than one year

	Payables to suppliers and contractors, rubles
	4,098,500
	0

	including arrears, rubles
	0
	0

	Payables to employees, rubles
	1,640,181
	0

	including arrears, rubles
	0
	0

	Payables to budget and state non-budgetary funds, rubles
	821,532
	0

	including arrears, rubles
	0
	0

	Taxes and levies payable, rubles
	1,919,684
	0

	including arrears, rubles
	0
	0

	Loans, rubles
	0
	0

	including arrears, rubles
	0
	0

	Borrowings, total, rubles
	0
	0

	including arrears, rubles
	0
	0

	including bonded loans, rubles
	0
	0

	including overdue bonded loans, rubles
	0
	0

	Other payables, rubles
	416,648
	0

	including arrears, rubles
	0
	0

	Total, rubles
	8,896,545
	0

	including arrears, total, rubles
	0
	0


Information on the creditors whose portion in the Issuer's total payables is not less than 10 percent for the last closed accounting period before the approval date of the Securities Prospectus:

	Full and abbreviated name of creditor
	"FINEKS Centre", Joint-Stock Company

(FINEKS Centre, JSC)

	Location of creditor
	1 Ulofa Palme Street, Moscow 119590

	Amount of payables, rubles
	1,475,000 

	Amount and terms of overdue payables (default rate, penalties, late fees), rubles
	no overdue payables


FINEKS Centre, JSC is not an affiliated company of the Issuer.
	Full and abbreviated name of creditor
	"Interregional Distribution Grid Company of Ural", Joint-Stock Company

IDGC of Ural, JSC

	Location of creditor
	5 Karl Libknecht Street, Sverdlovsk Region, Ekaterinburg 620075

	Amount of payables (portion in the total amount of payables, %), rubles
	2,623,500

	Amount and terms of overdue payables (default rate, penalties, late fees), rubles
	no overdue payables




IDGC of Ural, JSC is not an affiliated company of the Issuer.

The Issue's share in the authorized capital of affiliated company, 0%
Amount of affiliated company's ordinary shares held by the Issuer, 0%

The affiliated company's share in the authorized capital of the Issuer, 0%

Amount of the Issuer's ordinary shares held by affiliated company, 0%
The Issuer's affiliated person is not an individual person.

The Issuer is not a credit institution.

3.3.2. Issuer's Credit History 

From the moment of its establishment until the approval date of Securities Prospectus, the Issuer did not have obligations under Credit Facility Agreements and/or Loan Agreements valid before and on the date of accounting period, the amount of which was 5 percent or more of the Issuer's book value as of the end date for the last closed reporting quarter preceding the conclusion of the respective agreement as well as under other Credit Facility Agreements and/or Loan Agreements which the Issuer considers as substantial.

The Issuer has not issued bonds.

3.3.3. Issuer's liabilities for collateral pledged to third parties

From the date of the registration of the Issuer as legal person until the approval date of the present Securities Prospectus, the Issuer did not have liabilities for pledged collateral, including collateral pledged to third parties.

3.3.4. Other Issuer's Liabilities

The issuer does not have agreements, including forward contracts, not recognized on its balance sheet which can substantially affect its financial standing, liquidity, financing sources and conditions of their use, business performance and expenses.

3.4. Primary Purposes of Issue and Intended Use of Funds Raised From Issue of Securities:

Securities issue is used for the purpose of reorganizing the Issuer by affiliating with Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC and Volzhskaya IDC, JSC and converting shares belonging to the mentioned affiliated companies into additional shares of the Issuer.

The issuer does not place securities in order to finance a transaction (associated transactions) or to perform any other activity such as acquiring assets for the production of goods or rendering of works or services; acquiring ownership interest in authorized capital (shares) of other organization; reducing or settlement of payables or other liabilities of the Issuer.

Intended use of funds raised from securities issue:

The Issuer will not receive paid-in capital in excess of par value as a result of securities issue.

3.5. Risks Involved with Acquiring of Issue Securities to be placed (Placed)

The existence of risks associated with commercial power supply services are to some extent derived from the risks in the field of wholesale and retail power market and capacity of power supply. Developing wholesale and retail market of power, in its turn, is associated with greater risks compared with developed markets of other products and services and comprises significant legal, economic and, due to its high social importance for the country, political risks.

Fast development of power market may imply high probability that the information contained in this document may become quickly obsolete. Existing uncertainty stemming from fluctuating risk factors may affect the Issuer's performance, liquidity of its assets and meeting financial liabilities in the future. This uncertainty should be considered by investors when evaluating their risks and deciding on the viability of investments. In addition, some risks that are currently not substantial may become economically substantial in future.

The Issuer's risk management strategy:

The Issuer's risk management strategy implies timely identification and prevention of possible risks to minimize financial and other losses.

The Issuer's specific risk management activities are described below.

3.5.1. Industry Risks

Forecasted industry trend in which the Issuer performs its business activity depends on the overall social and economic trend in regions and other industries of the Russian Federation.

Power industry is an infrastructure industry. Forecasted industry trend depends on the overall social and economic trend in all industries of the Russian economy and, to some extent, on the climate and meteorological conditions in Russia.

Major events (changes) in the power industry which are significant for the Issuer:

· ongoing reorganization of RAO UES of Russia and entire power industry;

· creation of competitive power market.

Reforms in the power industry will be continued during the first half of 2008. This reform is resulting in drastic changes for the Russian power market, and the Issuer may face a number of operating, commercial, technical, management, regulatory and other risks which are unpredictable now but may have a significant negative impact on the Issuer's business, income and transactions results.

In case of a steady reform process and as the reform unfolds, the industry risks will be lowered and the net worth of power companies will gradually reach their fair value. At the same time, the pauses in the power market reform process might happen, which can affect the rate of increase in the companies' net worth.

Specific risks associated with reforms in the Russian power industry include uncertainty about the last phase of reforms and the existing risk that minority shareholders of Regional Grid Companies may vote against decisions aimed at reorganization by affiliating with IDGC of Volga, JSC.

According the Issuer's outlook, the deterioration of the industry can be caused by:

1. Operational (production) risks related to physical deterioration, violation of operating conditions and extreme changes in the working conditions of equipment. The occurrence of these risks may result in equipment failure (accidents) and destruction of buildings. System accidents may result in the power system separation, rolling blackouts and running major equipment in critical conditions.

Considerably intense operating conditions of major equipment provoke intensified process of its physical deterioration. Poor condition of equipment due to its physical and moral deterioration is the major cause of the following main operational risks:

· risk of improper fulfillment of obligations under agreements on power supply;

· deterioration of operational and economic performance of power supply equipment;

· causing negative ecological effects;

· hazard of accidents which may cause insufficient or total lack of power supply with related negative social implications. 

· risk of industrial injuries.

The Issuer takes the following measures aimed at managing this risk:

The probability of equipment failure is at statistically average level. All major industrial facilities of the Issuer are insured. In addition, the following set of measures are being undertaken to ensure the reliability of equipment and facilities at the proper level:

· full completion of repair works schedules;

· regular optimization of the structure and supply of repair parts;

· introduction of the tender selection of maintenance organizations and suppliers in order to increase the quality of services and materials provided, the responsibility of contractors as well as the minimization of costs per unit;

· the probability of system accidents exists. Implementation of emergency control systems and their updating to ensure system reliability. Central emergency control system is responsible for ensuring system reliability across the entire power system in case of local accidents.

Risk management in the area of compliance with the requirements of industrial safety as part of the overall operational risks management system at IDGC of Volga, JSC and its affiliated Regional Grid Companies is ensured by adherence to Federal Laws on industrial safety and the industrial control based on such laws aimed at meeting the requirements of industrial safety at the mentioned organizations.

2. Environmental risks that comprise the risk of leakage of transformer oil at substations into rivers and lakes.

Penalties for possible leakage of oil cannot affect the solvency of the Issuer so this risk can be considered as insignificant.

The Issuer takes the following measures aimed at managing this risk:

In the course of implementing the measures contained in the long-term program for technical modernization and reconstruction, the Issuer replaces existing parts and assembles of electrical equipment with advanced ones which design ensures higher ecological safety of production.

3. Risks associated with building alternative power supply facilities by large customers.

Building alternative power supply facilities by large customers may lead to the decline in power supply services provided by IDGC of Volga, JSC in future.

The Issuer takes the following measures aimed at managing this risk:

- active cooperation with customers aimed at creation of mutually beneficial relationships;

- increasing operating effectiveness by implementing cost saving measures aimed at reduction of operating expenses;

- ensuring the increase in the portion of long-term agreements on power supply in the overall number of concluded agreements;

- conducting reasonable financial policy by the Issuer.

4. Risk of uncertainty about overall volume of power supply services.

The risk of uncertainty about overall volume of power supply services stems from the lack of plans of economic development containing the rate of increase in power consumption for given period in some constituent entities and municipalities of the Russian Federation. Mentioned factors make it impossible to accurately forecast the amount of investments in the industry that can help meet growing demand for electric power in the mid and long terms. Basically, this risk affects the fulfillment of obligations for power supply services.

The Issuer takes the following measures aimed at managing this risk:

- cooperation with government agencies of constituent entities of the Russian Federation and local government authorities to work out plans of economic development in regions for mid and long terms;

- protecting power supply charges at the authorized government agencies taking into account investments aimed at increasing capacity of power supply equipment.

5. Risk associated with charging policy.

The Issuer is exposed to industrial risks primarily due to existing charging policy in the industry which pursues not economic (boosting production and investing) but rather political goals. Charges for power supply services are regulated by the government.

The Issuer takes the following measures aimed at managing this risk:

Working out economically viable charges factoring in possible output fluctuations and arguing for realistic budgeted balance sheet at the Federal Tariff Service of Russia and its territorial subdivisions. Existing charges do not provide the receiving of needed investment resources.

Since the power industry is being reformed, which involves certain risks, in order to minimize the impact of such risks on the business activity of the Issuer and its affiliated Regional Grid Companies, the Issuer is undertaking measures to work out advantageous regulations and reconcile them with government agencies and municipal authorities that influence the business of the Issuer and Regional Grid Companies which delegate the authority of sole executive body to the Issuer as well as other Regional Grid Companies in the structure of the Issuer.

Taking afore mentioned into consideration, the Issuer assumes that possible deterioration of the industry, negative changes in the process of operating and development of the distribution grid complex, building alternative power supply facilities by large customers can influence the Issuer's business but should not substantially affect the Issuer's ability to meet its liabilities for securities.

The Issuer is not operating and does not plan to operate in external markets; thus, the risks associated with possible deterioration of the Issuer's industry in external markets cannot affect the Issuer's business and/or the Issuer's ability to meet its liabilities for securities.

Risks associated with possible changes in prices for raw materials and services used by the Issuer for its business (in internal and external markets separately) and the influence of such changes on the Issuer's business and the Issuer's ability to meet its liabilities for securities.

After the reorganization by affiliating respective Regional Grid Companies with IDGC of Volga, JSC is completed, the Issuer may face risks associated with the rise of prices for spare parts, equipment and other material and technical resources that will be used by the Issuer. Such risks primarily arise from inflationary processes and can be minimized by taking the following measures:

· by increasing operating efficiency based on implementing cost saving initiatives aimed at reduction of operating expenses (creating competitive environment in the area of procurement activities, optimization of expenses on maintenance and operating needs, capital projects, and so on);

· by conducting reasonable financial policy.

The Issuer assumes that the impact of these risks (given the Issuer takes measures to minimize them) on the Issuer's business and the Issuer's ability to meet its liabilities for securities is insignificant.

Taking into consideration that the Issuer is not operating and does not plan to operate in external markets, the risks associated with possible changes in prices for raw materials and services used by the Issuer for its business in external markets cannot affect the Issuer's business and/or the Issuer's ability to meet its liabilities for securities.

Risks associated with possible changes in prices for products and services provided by the Issuer for its business (in internal and external markets separately) and the influence of such changes on the Issuer's business and the Issuer's ability to meet its liabilities for securities.

On the approval date of the Securities Prospectus, the Issuer is not exposed to the risks associated with possible changes in prices for the Issuer's services in the internal market.

The Issuer will be exposed to the risks of changes in prices for the Issuer's products and services in the future since the reorganization will result in affiliating Regional Grid Companies (RGC) with the Issuer.

Due to its specific character and as defined by applicable laws, provision of power supply services performed by RGC accountable to the Issuer represents a natural monopoly and is subject to government regulation. The Issuer may face the risks associated with the lowering of power supply charges below the threshold level ordered by the Government of the Russian Federation.
Risks associated with the changes in charges in external markets do not exist as the Issuer is not providing and does not plan to provide services outside of the Russian Federation. Spare parts and equipment are not imported.

The Issuer assumes that the impact of these risks (given the Issuer takes measures to minimize them) on the Issuer's business and the Issuer's ability to meet its liabilities for securities is insignificant.

3.5.2. Country and regional risks

Country risks

There is a risk of the destabilization of the economic situation in the country caused by possible crisis on global financial markets or steep decline in oil prices. In addition, there is a risk of destabilization in the country due to labor conflicts, growing social disruption caused by unpopular measures of government when conducting economic reforms.

Political instability in the Russian Federation may adversely affect the Issuer's business. Possible changes in the government, political upheavals and the lack of consensus among executives, executive bodies, government agencies and influential economic groups in Russia may trigger political instability that in some cases may adversely affect the Issuer's business, financial performance and the value of shares. Possible changes after presidential election can affect the Government's policy toward the power industry; in particular, such changes may result in putting a hold on the reforms of the power industry and the power market liberalization or contesting the results of these reforms and, theoretically, the nationalization of generating companies. Such changes may have a substantially adverse impact on the Issuer's standing, activities, financial performance and outlooks as well as the value of the Issuer's shares.

Regional risks

The Issuer is registered as a taxpayer in Saratov Region.

The Issuer defines political and economic situation in the region as stable. The region where the Issuer operates demonstrates a steady economic growth. Undoubtedly, further improvement of the region's economy will have a positive effect on the Issuer's business and financial performance. Negative changes in the economic situation that might adversely affect the Issuer's business and financial performance are not anticipated in the near term.

Expected actions of the Issuer in case if country (other countries) and regional risks adversely affect the Issuer's business:

The Issuer is operating only within the territory of the Russian Federation.
The majority of these risks are not manageable by the Issuer due to their scale. In case of the destabilization of situation in Russia or in the region where the Issuer operates, which may adversely affect the Issuer's business, the latter will undertake crisis management measures aimed at minimizing the negative impact of the situation on the Issuer, including reducing operating expenses and other costs as well as cutting back on investments.

Risks associated with military conflicts, announcement of the state of emergency and strikes in the country and region where the Issuer is registered as taxpayer and/or operates:
Risks associated with military conflicts, announcement of the state of emergency and strikes in the Russian Federation and regions where the Issuer operates are considered by the Issuer as insignificant.

Risks associated with geographic conditions of the country and the region where the Issuer is registered as taxpayer and/or operates (including increased risk of natural calamities, possible disruption of transportation networks due to remoteness and/or inaccessibility and so on):

The Issuer operates in the region with developed infrastructure and is not exposed to risks associated with the disruption of transportation networks due to remoteness and/or inaccessibility.

3.5.3. Financial risks
The Issuer's exposure to risks associated with changes in interest rate:

The Issuer is currently not exposed to the risks associated with changes in interest rate since it does not have borrowings.

In case of insufficient equity funds in future, the Issuer intends to raise borrowed funds and timely meet its financial liabilities. Thus, the Issuer will become exposed to the risk of changes in interest rate. The Issuer, however, defines the probability of occurrence of this risk as being low since the discount rate of the Central Bank of the Russian Federation is currently stable and has a downward trend.

Exposure of the Issuer's financial standing (liquidity, financing sources, performance) to the changes in exchange rate (currency risks):

The Issuer is operating within the territory of the Russian Federation. All liabilities of the Issuer are denominated in the currency of the Russian Federation. Thus, the impact of changes in exchange rate of national currency to American dollar is defined by the Issuer as insignificant.

Hedging as financial risk management instrument is not used by the Issuer.

Expected actions of the Issuer in case if currency and rate interest risks adversely affect the Issuer's business:

The Issuer does not plan to operate in external markets. The Issuer plans to perform its business activity in a way that ensures that the Issuer's assets and liabilities are denominated in the national currency.

If the interest rate rises, the Issuer will be forced to raise more expensive funds to finance its investment program and current operations, which can adversely affect the Issuer's operating performance. Under this scenario, the Issuer will be probably forced to substantially cut back on investments, which can adversely affect its market share and operating performance.

In case of negative effect of changes in interest rate on the Issuer's business, the Issuer may take the following measures:

· raising long term borrowings to avoid the influence of short term fluctuations in interest rate;

· reducing the portion of borrowings in the total amount of liabilities.

Impact of inflation on liabilities for securities (inflationary risk):

The inflation rate directly depends on the political and economic situation in the country. Until recently, the Russian economy was characterized by high inflation rate. Since the Issuer operates in the Russian Federation, the Issuer is exposed to the impact of changes in inflation rate. Rise of inflation in the Russian Federation will lead to the increase in interest rate. 

According to the Federal State Statistics Service, inflation rate was at 12% in 2003, 11.7% in 2004, 10.9% in 2005 and 9% in 2006. Therefore, downward inflation trend is present.
Negative impact of inflation on the financial and economic performance of the Issuer can be caused by the following risks:

· risk of losses related to losses in the actual amount of receivables in case of long-term sales credit or substantial delay in payment;

· risk of increased interest payable;

· risk of increased cost of goods, products, works and services sold due to the increase in prices for energy sources, transportation costs, salaries and wages and so on;

· risk of decreased actual value of funds raised to finance the investment program.

Inflation risk may occur when revenues are losing value in terms of real purchasing power of money faster than they increase nominally. Rise of inflation substantially affect the financial performance of the Issuer. Such rise may result in higher expenses (due to the increase in prices for energy sources and tangible assets) and, as a consequence, the decrease in net income and, thus, lower profitability of the Issuer's business. In addition, the rise of inflation may lead to the increase in value of the Issuer's borrowed funds, which may result in the shortage of current assets of the Company.

Threshold (in the Issuer's opinion) inflation rate and expected actions of the Issuer to reduce the inflation-related risk:

Forecasted inflation rate estimated by the Government of the Russian Federation as part of its economic policy is basically maintained and has a downward trend. Nevertheless, the Issuer plans to increase its current assets turnover by changing contractual relations with customers if inflation rate rises. Taking into consideration that there is an imposed limit on the increasing of charges at 15 to 25% per year and the potential profitability of business, in the Issuer's opinion, the inflation rate that can hurt the Issuer, is at not less than 40% per annum.

Expected actions of the Issuer aimed at reducing the currency risk
If inflation rate goes above mentioned threshold level, the Issuer will take cost saving measures.

Financial statements results of the Issuer that are more exposed to changes due to financial risks:

Risk of unexpected decrease in revenue of the Issuer is minimized. Revenue of the Issuer is quite predictable in the short-term since the Company plan to receive the overwhelming portion of its revenue from power supply services provided to the Issuer's customers.

Net income of the Company is strongly exposed to changes due to financial risks. With the rising interest rate, interest payable to commercial banks increase and, thus, the net income of the Company decreases. In addition, net income decreases as the cost of generated power and heat energy sold increases as well as when the charges are regulated by the government.

Risks affecting financial statements results of the Issuer, probability of their occurrence and their impact: 

	No.
	Risks 
	Probability 
	Impact

	1
	Significant rise in interest rate and, as a consequence, the increase in debt service expenses of the Issuer
	low
	Increase in expenses, decrease in net income.

	2
	Exchange rate fluctuations
	low
	At present, financial performance does not substantially depend on exchange rates since the total amount of the Issuer's revenue and expenses is denominated in rubles and is not based on the exchange rate and also because the Issuer does not invest in foreign assets and does not raise foreign funds.

	3
	Inflation
	low
	Rise of inflation will result in higher cost of goods and services sold on the profit and lost statement, and, thus, the decrease in net income. Decrease in inflation has an inverse effect.


3.5.4. Legal risks

Legal risks associated with the Issuer's business activity (internal and external markers separately):

The Issuer is not engaged in importing or exporting goods, works and services. Therefore, legal risks associated with the Issuer's business activities are described only for internal market.

Risks associated with changes to currency regulations:

Currency exchange regulations of the Russian Federation are characterized by constant changes. Despite recent liberalization of currency exchange control in Russia and reversing some bans on January 1, 2007, the existing currency exchange regulation still imposes many restrictions. Specifically, it is required to obtain a prior permission from tax authorities to open a foreign currency account in banks located in the countries that are not members of the Organization for Economic Cooperation and Development (OECD) or the Financial Action Task Force on Money Laundering (FATF). Moreover, many foreign currency restrictions were not lifted on January 1, 2007, including the ban on making foreign currency transactions between residents, other than the transactions explicitly allowed by the Currency Control Law and Regulations of the Central Bank of the Russian Federation. These restrictions may affect the Issuer's ability to make certain transactions needed to run business successfully.

Risks associated with changes to tax law:

Tax Law of the Russian Federation is characterized by constant changes. In the Issuer's opinion, these risks affect the Issuer and all other participants in the market to the same extent.

The Issuer's business may be adversely affected by the following (among others) changes:

- adoption of amendments or revisions to statutes on taxes and levies concerning the increase in tax rates;

- introduction of new taxes;

Such substantial changes as well as other changes to Tax Law may result in the increase in tax liabilities and, as a consequence, lower net income of the Issuer. Changes in the Russian taxation system may have a substantial negative impact on the demand for the Issuer's shares from investors.

Russian joint-stock companies pay a considerable amount of taxes. These taxes include:

·
Income tax;

·
Value added tax;

·
Consolidated social tax;

·
Land tax;

·
Corporate property tax.

Statutes and bylaws regulating mentioned taxes have a brief history of enforcement compared with other countries and, therefore, law enforcement practice is often ambiguous and still immature. There are currently only a few generally accepted interpretations of the Tax Law. Various ministries and legislative bodies often have different opinions toward the interpretation of the Tax Law, which creates uncertainty and possibilities for conflict. These factors create Russian tax risks which are significantly higher than those in the countries with more mature taxation system.

The taxation system in Russia is often changed and the Tax Law is sometimes incoherently enforced at the Federal, Regional and Local levels. In some cases, new tax regulations are given retroactive effect. In addition to existing tax pressures, these circumstances make tax planning and proper decision-making more difficult. Ambiguity of laws exposes the Issuer to the risk of paying significant penalties and late fees, despite seeking to comply with the Law, and can result in increased tax pressures. New taxes may be introduced in Russia. Therefore, the Issuer may be forced to pay considerably higher taxes, which can negatively impact the Issuer's business. Over recent years, the taxation system of the Russian Federation was drastically changed in the course of the tax reform. New laws reduced the number of taxes and overall tax pressure on businesses in Russia as well as simplified the Tax Law. Nevertheless, the new Tax Law have not totally excluded the possibility for conflict with local tax authorities and contains considerable number of ambiguities, which makes tax planning and proper decision-making more difficult. This risk is considered as being low.

In case of changes to applicable terms and conditions of taxation, the Issuer intends to plan its financial and business activity with such changes in mind.

Risks associated with changes to customs and duties regulations:
Given that the Issuer is not engaged in exporting (importing) goods (works, services), changes to customs and duties regulations can only cause the risks of higher prices for products produced abroad. If the need arises for the Issuer to perform customs operations and in case of changes to customs and duties regulations, the Issuer intends to plan its financial and business activity with such changes in mind.

Risks associated with changes to licensing requirements for the Issuer's business or permits to use scarce resources (including natural resources):

The changes to licensing requirements for the Issuer's business or permits to use scarce resources are not anticipated.

In case of changes to licensing requirements for the Issuer's business or permits to use scarce resources, the Issuer will take measures needed to receive such licenses and permits.
Risks associated with changes in court practices regarding the Issuer's business activity (including licensing requirements) which can adversely affect the Issuer's performance and outcomes of current court proceedings in which the Issuer is involved:

The Issuer is currently not involved in court proceedings that could significantly affect the Issuer's financial and business activity.

The independence of the Russian Court System and the reliability of mechanisms protecting it from economic, political and social influences have been insufficiently tested by practice.

Court System suffers from the lack of professionals and underfinancing. Judges often lack proper experience in applying norms of commercial and corporate laws. Moreover, court decisions made are, in most cases, not available publicly. Enforcement of court decisions can be challenging. All above mentioned factors do not allow predicting outcomes of court proceedings in Russia and ensuring effective court protection. In addition, filing to courts or administrative instances and bringing criminal prosecution sometimes pursue political goals. Such actions can be undertaken toward the Issuer, too, with the Issuer having no guarantees for unbiased court proceeding. Moreover, court decisions are not always properly enforced or complied with when enforced by respective bodies.

The Issuer carefully monitors changes in court practices regarding the Issuer's business activity (including licensing requirements) in order to be timely aware of such changes when performing its activity. The Issuer monitors court practices of the Supreme Court of the Russian Federation, the Supreme Arbitrage Court of the Russian Federation as well as the practices of Federal District Arbitrage Courts and analyzes the legal stance of the Constitution Court of the Russian Federation on particular issues regarding law enforcement.

In case of changes in court practices regarding the Issuer's business, the Issuer intends to plan its financial and business activity with such changes in mind.

3.5.5. Risks associated with the Issuer's business activity

Risks intrinsic solely to the Issuer and associated with the Issuer's business activity in the power and heat energy market are described in the paragraph 3.5.1 of the present Securities Prospectus.

Risks associates with current court proceedings in which the Issuer is involved.

The Issuer is currently not involved in court proceedings that could significantly affect the Issuer's financial and business activity.

Risks associated with impossibility to extend the Issuer's business licenses or permits to use scarce resources (including natural resources).

Due to the establishment of the consolidated operating company IDGC of Volga, JSC by affiliating with Regional Grid Companies, the need to conclude new water use agreements will arise.

According to the Water Code and the Order of the Federal Agency for Water Resources of 27.12.2007 No. 307s , water use agreements will be concluded after regulations governing the procedure for maintaining state water register enter into legal force.

Due to delays in adoption of regulations governing Procedure and conditions for concluding water use agreements, the Issuer will be forced to use water without official water use permits, which can lead to financial claims from tax authorities.

Risks associated with possible liabilities of the Issuer for debts of third parties, including the Issuer's branches.

The Issuer is currently not liable for debts of third parties and does not have branches and dependent companies.
The Issuer can become liable for debts of RGCs which delegate the authority of sole executive body to IDGC of Volga, JSC only on the grounds and in the procedure stipulated in applicable laws of the Russian Federation, and namely, the Article 71 of the Federal Law "On Joint-Stock Companies" of 26.12.1995, No. 208-FZ. The Issuer can be brought to responsibility only on the ground of the presence of guilt in its actions. The probability of occurrence of mentioned risks is low.

Risks associated with possible liabilities of the Issuer for debts of third parties, including the Issuer's branches.

The Issuer is not currently liable for debts of third parties.
Risks associated with possible liabilities of the Issuer for debts of third parties are considered by the Issuer's management as being low.

The Issuer can become liable for debts of Regional Grid Companies which delegate the authority of sole executive body to the Issuer only on the grounds and in the procedure stipulated in applicable laws of the Russian Federation, and namely, the Article 71 of the Federal Law "On Joint-Stock Companies" of 26.12.1995, No. 208-FZ. The Issuer can be brought to responsibility only on the ground of the presence of guilt in its actions. The probability of occurrence of mentioned risks is low.

Possible liability of the Issuer for debts of third parties, including the Issuer's branches, can adversely affect the financial standing of the Issuer.

Risks associated with losing customers who make up not less than 10 percent of the Issuer's overall revenue from sales of goods (works, services).

Given that customers don't have alternative power supply facilities and qualified personnel (for maintenance and repair of such equipment), the risk can be considered as insignificant.

Other risks associated with the Issuer's business activity.

Risks associated with actions of third parties.

The Issuer is exposed to risks associated with illegal actions of third parties. In particular, such risks occur due to the theft of transmission line wires.
The Issuer is also exposed to risks of non-performance of contractual obligations by third parties.
The Issuer's measures to manage this risk:

- insuring power supply equipment against theft and damage caused by third parties;

- insuring civil liability of the Issuer;

- collecting damages from third parties that caused damage (in case they are found guilty).

This section deals with the risks which, in the Issuer's opinion, are substantial. Other risks, which have not been covered in this section, might exist. Other risks about which the Issuer is not aware or which are not substantial for the Issuer at present may potentially have a negative impact on the Issuer's business activity.

3.5.6. Bank risks

Bank risks analysis is not provided because the Issuer is not a credit institution.

The section 3.5 deals with the risks which, in the Issuer's opinion, are substantial. Other risks, which have not been covered in this section, might exist. Other risks about which the Issuer is not aware or which are not substantial for the Issuer at present may potentially have a negative impact on the Issuer's business activity.
IV. Detailed Information about the Issuer

4.1. History of Establishment and Development of the Issuer

4.1.1. Information on the Issuer's business name

The Issuer's full business name:

"Interregional Distribution Grid Company of Volga", Joint-Stock Company

The Issuer's abbreviated business name: IDGC of Volga, JSC

The Issuer doesn't have information that the Issuer's business name is similar to business name of any other legal person.

The Issuer's business name is not registered as trademark or service mark.

Business name and business legal structure of the Issuer didn't change over the Issuer's history.

4.1.2. Information on State Registration of the Issuer

	Primary state registration number of legal person (OGRN)
	1076450006280

	Date of state registration
	29.06.2007

	Name of Registering Authority as appears on the Certificate of Record in the Unified State Register of Legal Entities
	Interdistrict Tax Office of the Federal Tax Service No. 8 for Saratov Region


4.1.3. Information on establishing and development of the Issuer

Duration of the Issuer from the date of state registration: until the approval date of the Securities Prospectus by the Issuer's Board of Directors, the Issuer existed for 7 (Seven) full months.

The Issuer has been established for indefinite period.

IDGC of Volga, JSC was established in accordance with the Ordinance of the Government of the Russian Federation of 11.07.2001 No. 256 on "Major Initiatives On Reforming Power Industry of the Russian Federation" and the Instructions of the Government of the Russian Federation of 01.09.2003 No. 1254-r (as amended on 25.10.2004 No. 1367-r).

The Issuer is established by the decision of the founder of RAO UES of Russia (the Ordinance of the Chairman of the Management Board of RAO UES of Russia of 22.06.2007 No. 191r) in compliance with the Civil Code of the Russian Federation, the Federal Law "On Joint-Stock Companies" and other bylaws of the Russian Federation.

IDGC of Volga, JSC is registered on 29.06.2007 and is a fully affiliated branch of RAO UES of Russia.

IDGC of Volga is established to ensure effective management for the distribution grid complex of Volga in the course of implementing the investment stage of the reorganization of RAO UES of Russia, which resulted in the subdivision of interregional distribution grid companies. The structure of IDGC of Volga, JSC includes the following distribution grid companies: Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC, Volzhskaya IDC, JSC, and Chuvashenergo, JSC.

From the date of the registration of the Issuer as legal person until the approval date of the present Securities Prospectus, the Issuer performs the functions of the sole executive body of the following Joint-Stock Companies, Regional Grid Companies (RGC):

1) Volzhskaya IDC, JSC, under the Agreement on Delegation of Authority of Sole Executive Body of Volzhskaya IDC, JSC of 01.10.2007 No. 07029 and the Charter of Volzhskaya IDC, JSC;
2) Mordovenergo, JSC, under the Agreement on Delegation of Authority of Sole Executive Body of Mordovenergo, JSC of 01.10.2007 No. 07028 and the Charter of Mordovenergo, JSC;
3) Penzaenergo, JSC, under the Agreement on Delegation of Authority of Sole Executive Body of Penzaenergo, JSC of 01.10.2007 No. 07030 and the Charter of Penzaenergo, JSC;
4) Orenburgenergo, JSC, under the Agreement on Delegation of Authority of Sole Executive Body of Orenburgenergo, JSC of 01.10.2007 No. 07032 and the Charter of Orenburgenergo, JSC;
5) Chuvashenergo, JSC, under the Agreement on Delegation of Authority of Sole Executive Body of Chuvashenergo, JSC of 01.10.2007 No. 07031 and the Charter of Chuvashenergo, JSC.
The structure of IDGC of Volga, JSC is based on the principle of territorial proximity and value comparability of assets of RGCs which belong to the group of Interregional Distribution Grid Companies (hereinafter IDGC). IDGC of Volga, JSC and RGC belonging to its structure provide services to the following areas:

· Mordovenergo, JSC (including 3 power grid branches): operates on the territory of the Republic of Mordovia with the area of 26.2 thousand square kilometers and the population of 876.1 thousand of people; 1,428 employees;
· Orenburgenergo, JSC (including 6 power grid branches): operates on the territory of the Republic of Mordovia with the area of 124 thousand square kilometers and the population of 2,150.4 thousand of people; 3,401 employees;
· Penzaenergo, JSC (including 5 power grid branches): operates on the territory of the Penza Region with the area of 43.3 thousand square kilometers and the population of 1,516 thousand of people; 2,497 employees;
· Volzhskaya IDC, JSC (including 15 power grid branches): operates on the territory of the Samara Region, Saratov Region and the Ulyanovsk Region;
· Chuvashenergo, JSC (including 3 power grid branches): operates on the territory of the Chuvash Republic with the area of 18.3 thousand square kilometers and the population of 1,299.3 thousand of people; 1,475 employees.
Overall mileage of transmission lines of RGCs belonging to the structure of IDGC of Volga, JSC is about 230,000 kilometers.

Overall number of power substations serviced is more than 46,000 with the total power output of 56 
billion kWh/year.

According to the Opinion of the Federal Antimonopoly Service of the Russian Federation of 03.12.2007 
No. AG/23341, the Federal Antimonopoly Service approved the reorganization of IDGC of Volga, JSC by affiliating with Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC, Volzhskaya IDC, JSC, and Chuvashenergo, JSC.

The Management Board of RAO UES of Russia that performs the functions of unscheduled General Shareholder's Meeting of IDGC of Volga, made a decision (Minutes of December 25, 2007 No. 1795pr/8) on the reorganization of IDGC of Volga, JSC by affiliating with Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC, Volzhskaya IDC, JSC, and Chuvashenergo, JSC and on the approval of the Agreement on Affiliation of mentioned Joint-Stock Companies to IDGC of Volga.

Unscheduled General Shareholder's Meeting of IDGC of Volga, JSC, also decided to increase the authorized capital of the Joint-Stock Company through the placement of additional ordinary shares in the amount of 178,515,200,000 (One hundred and seventy eight billion, five hundred and fifteen million, two-hundred thousand) shares. The method of placement is conversion of affiliated Joint-Stock Companies into additional ordinary shares of IDGC of Volga, JSC in the procedure stipulated in the Agreement on Affiliation.

· Purposes of the Issuer:
· making a profit;

· implementation of the government policy for power industry;

· creating the environment to ensure effective operation of distribution grid complex in the region;

· ensuring effective running and centralized operation control for power grid objects;

· realization of the integrated investment and fund-raising strategy aimed at reaching system-wide goals for distribution grid complex development;

· working out and realizing research and development strategy and implementing advanced equipment and technologies.

The Issuer's Mission:
Effective use of distribution grid assets of the Company, maintaining their reliability and raising investment resources for the benefit of each shareholder and the Company.

Other information on the Issuer's activity which is substantial when making decision on purchasing the Issuer's securities:

Strategic goals of the Company determine both current activity and the development of the Company. They get the Company focused on what is needed to meet its mission. Strategic goals are defined based on the analysis of opportunities, role and potential of the Company, external factors, opportunities and threats for meeting the Company's mission as well as best national and foreign practices for the operation of distribution grid complex.

Strategic goals of the Issuer:

- ensuring system reliability and safety for maintaining sustainable operation of the distribution grid complex and safe operation of major and auxiliary equipment and facilities and prevention of health hazards;

- sustainable enhancing power supply services, increasing their volume and ensuring environmental safety, which should promote the growth in the Company's value and simultaneously improve the infrastructure for economic growth of the region;

- growing the value of the Company, implying a steady income growth, increased profitability, expanding and improving the Company's asset portfolio, which should ensure meting the shareholders' interests, make the Company and its projects attractive for investors as well as make it possible to evaluate the performance of management and how effective resources are used.

4.1.4. Contact details

	Issuer's place of location
	42/44 Pervomayskaya Street, Saratov 410031, the Russian Federation

	Telephone number
	(8452) 30-26-59

	Fax
	(8452) 73-49-29, 73-50-15

	E-mail
	office@mrsk-volgi.ru

	Internet-page providing information on the Issuer and the securities placed and/or to placed by the Issuer
	www.mrsk-volgi.ru


Information on a special business unit of the Issuer (third party) for cooperation with shareholders and investors of the Issuer:

Name: Department of corporate events and reports of the department of corporate management of IDGC of Volga, JSC

Location: 42/44 Pervomayskaya Street, Saratov 410031, the Russian Federation
Tel., fax, e-mail (8452) 30-26-31, office@mrsk-volgi.ru
Internet page: www.mrsk-volgi.ru.
4.1.5. Taxpayer Identification Number

6450925977

4.1.6. Branches and representative offices of the Issuer

	No.
	Name 

branch/representative office
	Location 

	1
	Branch of IDGC of Volga, JSC, – "Samara Distribution Grids"
	133, Novo-Sadovaya Street, 106 B bldg, Samara 443068

	
	Date of opening
	January 25, 2008

	
	Full name of Director 
	Not appointed 

	
	Validity period of the Director's letter of attorney
	Not issued 

	2
	Branch of IDGC of Volga, JSC, – "Saratov Distribution Grids"
	42/44 Pervomayskaya Street, Saratov 410031

	
	Date of opening
	January 25, 2008

	
	Full name of Director 
	Not appointed 

	
	Validity period of the Director's letter of attorney
	Not issued 

	3
	Branch of IDGC of Volga, JSC, – "Ulyanovsk Distribution Grids"
	48 Efremova Street, Ulyanovsk 432042

	
	Date of opening
	January 25, 2008

	
	Full name of Director 
	Not appointed 

	
	Validity period of the Director's letter of attorney
	Not issued 

	4
	Branch of IDGC of Volga, JSC – "Mordovenergo"
	50 Lenin Avenue, Saransk 430003

	
	Date of opening
	January 25, 2008

	
	Full name of Director 
	Not appointed 

	
	Validity period of the Director's letter of attorney
	Not issued 

	5
	Branch of IDGC of Volga, JSC – "Penzaenergo"
	1/2 Pushkina Street/ Gladkova Street, Penza 440000

	
	Date of opening
	January 25, 2008

	
	Full name of Director 
	Not appointed 

	
	Validity period of the Director's letter of attorney
	Not issued 

	6
	Branch of IDGC of Volga, JSC - "Orenburgenergo"
	44 Marchal G.K. Zhukov Street, Orenburg 460024

	
	Date of opening
	January 25, 2008

	
	Full name of Director 
	Not appointed 

	
	Validity period of the Director's letter of attorney
	Not issued 

	7
	Branch of IDGC of Volga, JSC – "Chuvashenergo"
	4/4 I. Yakovlev Avenue, Cheboksary, the Chuvash Republic 428000

	
	Date of opening
	January 25, 2008

	
	Full name of Director 
	Not appointed 

	
	Validity period of the Director's letter of attorney
	Not issued 


4.2. Issuer's core business activity
4.2.1. Issuer's industry

Codes of Types of Economic Activities of the Issuer as defined by the Russian National Classifier of Economic Activities (OKVED):

40.10.2, 40.10.3, 40.10.5, 64.20.11, 74.14, 74.15.2
4.2.2. Issuer's core business activity

IDGC of Volga performs its activity in order to ensure the implementation of the government policy for power industry, the creation of environment for effective operation of distribution grid complex in the region, the effective running and centralized operation control for power grid objects, the realization of the integrated investment and fund-raising strategy aimed at reaching system-wide goals for distribution grid complex development, and working out and realizing research and development strategy and implementing advanced equipment and technologies.

According to the paragraph 3.2 of the Article 3 of the Charter of the IDGC of Volga, JSC, the Issuer has the right to perform any business activity allowed by Law, including:

· power transmission services;

· power distribution services;

· supervisory control;
· grid connection services;

· services for collection, transmission and processing of technical data, including metrological data;

· inspecting the safety of electric systems of customers connected to power grids of the Company;
· operating power grids;
· operating heat networks;
· operating natural gas networks;
· exercising authority of the sole executive body of business entities;

· property trust services.

The Issuer's main business activities (type of activities, type of goods (works, services) which made up not less than 10 percent of the Issuer's revenue (proceeds) as of 30.09.2007:

From the date of establishing until the approval date of the present Securities Prospectus, the Issuer performed the functions of the sole executive body of Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC, Volzhskaya IDC, JSC, and Chuvashenergo, JSC. The Issuer's sole type of activity is the following: providing consulting services to mentioned organizations.
	Item name
	as of 30.09.2007 

	Business activity: consulting services

	Revenue (proceeds) from this business activity, thousands of rubles
	17,843

	Portion of revenue (proceeds) from this type of business activity in the total amount of revenue (proceeds) of the Issuer, %
	100

	Gross proceeds, total, thousands of rubles
	17,843


Information on changes in the amount of revenue (proceeds of the Issuer) from core business activity by 10 percent and more compared with the corresponding previous accounting period and causes of such changes:

The Issuer is registered as legal person on 29.06.2007, performs its business activity for less than one year and, as of the registration date of the present Securities Prospectus, has financial statements for just one reporting period (as of 30.09.2007). Therefore, the Issuer doesn't have data to compare for the analysis of the changes in revenue.

The Issuer performs its business activity only in the Russian Federation.

The Issuer's core business activity is not subject to seasonal fluctuations.

The Issuer performs its activity for less than one year. The Issuer discloses information on overall expenses only for the last closed accounting period preceding the approval date of the present Securities Prospectus. 

	Item name
	as of 30.09.2007

	Raw materials, %
	0

	Purchased component parts and semi-finished goods, %
	0

	Works and production-related services, %
	0.12

	Petroleum, Oil and Lubricants, %
	0

	Salaries and wages, %
	50.72

	Interest on credit, %
	0

	Rent, %
	13.49

	Consolidated social tax, %
	11.46

	Depreciation of fixed assets, %
	0

	Taxes included in cost of sales, excluding consolidated social tax, %
	0

	Other expenses (clarify), %
	24.21

	including
	0

	Amortization of intangible assets, %
	0

	awards for cost saving ideas, %
	0

	insurance costs, %
	0

	hospitality expenses, %
	0.19

	business travel expenses, %
	7.41

	expenses for consulting, audit and legal services, %
	15.61

	other, %
	099

	Total: expenses for production and sale of goods (works, services) (cost of sales), %
	100.00

	For reference: Gross margin, %
	109


Largest percentage in the structure of expenses for core business activity falls on "salaries and wages" which, as of 30.09.2007, make up 50.72% in the total amount of expenses and "expenses for consulting, audit and legal services", 15.61%.

The Issuer doesn't offer new goods (works, services) to the market of its core business that may have a substantial effect on the Issuer.

Recording and recognition of data in the financial statements that relate to main services and expenses incurred is made in compliance with the following regulatory documents:

· The Federal Law "On Accounting" of 21.11.1996, No. 129-FZ.

· Accounting standard on "Accounting for inventories" PBU 5/01 approved by the Order of the Ministry of Finance of the Russian Federation of 09.06.2001 No. 44n.

· Accounting standard on "Financial statements of organizations" PBU 4/99 approved by the Order of the Ministry of Finance of the Russian Federation of 06.07.1999 No. 43n.

· Accounting standard on "Expenses of organization" PBU 10/99 approved by the Order of the Ministry of Finance of the Russian Federation of 06.05.1999 No. 33n.

· Accounting standard on "Accounting policy of organization" PBU 1/98 approved by the Order of the Ministry of Finance of the Russian Federation of 09.12.1998 No. 60n.

· Accounting standard on "Accounting for fixed assets" PBU 6/01 approved by the Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n.

· Accounting standard on "Events after reporting date" PBU 7/98 approved by the Order of the Ministry of Finance of the Russian Federation of 25.11.2001 No. 56n.

· Accounting standard on "Accounting for borrowings and related expenses" PBY 15/01 approved by the Order of the Ministry of Finance of the Russian Federation of 02.08.2001 No. 60n.

· Accounting standard on "Income of organization" PBU 9/99 approved by the Order of the Ministry of Finance of the Russian Federation of 06.05.1999 No. 32n.

· Accounting standard on "Accounting for intangible assets" PBU 14/2000 approved by the Order of the Ministry of Finance of the Russian Federation of 16.10.2000 No. 91n.

4.2.3. Supplies, raw materials and suppliers of the Issuer.

The Issuer doesn't have suppliers who make up more than 10 percent of the overall supply of raw materials and supplies.

4.2.4. Markets for the Issuer's goods (works, services):

The Issuer is operating within the territory of the Russian Federation. The Issuer's core business activity at present is performing the functions of the sole executive body of Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC, Volzhskaya IDC, JSC, and Chuvashenergo, JSC. After affiliating mentioned Joint-Stock Companies to the Issuer, the Issuer will provide power supply services and services for technological connection of power receivers (power systems) of legal entities and natural persons to power girds located on the territory of 7 constituent entities of the Russian Federation: the Chuvash Republic, the Republic of Mordovia, the Orenburg Region, the Penza Region, the Saratov Region, the Samara Region and the Ulyanovsk Region.

Possible factors that might adversely affect the distribution of the Issuer's goods (works, services) and the Issuer's expected actions to reduce such risks:

There are currently no substantial factors that might adversely affect the scope and quality of the Issuer's services for exercising authority of the sole executive body of respective RGCs.

After the reorganization of the Issuer and respective RGCs is completed, the most negative factor that might adversely affect the volume and quality of power supply services provided by the Issuer will be physical deterioration of machinery and plant. In order to minimize this negative factor, RGCs are already launching investment programs to ensure the modernization of existing production facilities and the introduction of new ones. After the reorganization is completed, in order to minimize the impact of this negative factor, the Issuer will be implementing investment programs independently as consolidated operating company.
Expected actions of the Issuer to minimize the impact of mentioned negative factor 

· modernization of existing facilities and building new distribution grid complexes within the operating area of the Issuer;

·  increasing operating effectiveness by implementing cost saving measures aimed at reduction of operating expenses;

· conducting reasonable financial policy;

· on-going monitoring of trends in the power supply market.

4.2.5. Information on licenses held by the Issuer
The Issuer is not engaged in mining operations and doesn't provide communication services. The Issuer does not use tenable objects, natural resources, does not carry out bank operations, insurance activity, securities market professional activities, investment fund activity, and, therefore, the Issuer does not hold licenses for mentioned activities and does not intend to obtain them.

The Issuer does not hold licenses as of the date of signing the present Securities Prospectus.

4.2.6. The Issuer's joint-venture activity

The Issuer is not engaged in joint-ventures with other organizations.

4.2.7. Special requirements for Issuers that are incorporated investment funds, insurance companies, credit institutions or mortgage brokers:

The Issuer is not incorporated investment fund, insurance company, credit institution or mortgage broker.

4.2.8. Special requirements for Issuers engaged in mining operations as core business activity:

Mining operation including precious metals and gems mining is not core business activity of the Issuer and the Issuer's branches or affiliated companies.

4.2.9. Special requirements for Issuers engaged in providing communication services as core business activity:

Providing communication services is not core business activity of the Issuer.

4.3. The Issuer's plans for future activity

The Management Board of RAO UES of Russia that performs the functions of unscheduled General Shareholder's Meeting of IDGC of Volga, made a decision (Minutes of 25.12.2007 No. 1795pr/8) on the reorganization of IDGC of Volga, JSC by affiliating with Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC, Volzhskaya IDC, JSC, and Chuvashenergo, JSC and on the approval of the Agreement on Affiliation of mentioned Joint-Stock Companies to IDGC of Volga.

After the reorganization is completed, the Issuer plans to perform core business activities stipulated in the Charter of the Issuer:

· power transmission services;

· power distribution services;

· supervisory control;
· grid connection services;

· services for collection, transmission and processing of technical data, including metrological data;

· inspecting the safety of electric systems of customers connected to power grids of the Company;
· operating power grids;
· operating heat networks;
· operating natural gas networks;
· exercising authority of the sole executive body of business entities;

· property trust services.

Main purposes of the Issuer as part of new business activities:

· implementation of the government policy for power industry;

· creating the environment to ensure effective operation of distribution grid complex in the region;

· ensuring effective running and centralized operation control for power grid objects;

· realization of the integrated investment and fund-raising strategy aimed at reaching system-wide goals for distribution grid complex development;

· working out and realizing research and development strategy and implementing advanced equipment and technologies.

Information on future income sources:

Sources of future income of the Issuer are revenue from providing power supply services.

Possible change of core business.

After affiliating with RGCs is completed, the Issuer's core business will be related to power supply services. The Issuer has no plans as to changing the core business.

4.4. The Issuer's participation in industrial, bank or financial groups, holdings, corporate groups or associations

The Issuer doesn't participate in industrial, bank or financial groups, holdings, corporate groups or associations.

The Issuer belongs to the group of companies headed by Joint Stock Company of Energetic and Electrification "UES of Russia" (hereinafter referred to as "Holding").

Place and role of the Issuer in Holding:

Being a branch of RAO UES of Russia, from the date of its establishment, the Issuer plays significant role in the structure of the Russian power industry in regard to the distribution grid complex and is focused on performing the following functions:

· implementing the integrated power policy initiated by the Government of the Russian Federation and RAO UES of Russia at the regional level;

· ensuring the reliability of distribution grid complex;

· implementing long-term investment programs in power industry;

· preventing crisis developments in the industry;

· creating benefits for customers and shareholders.

Period of participation of the Issuer in the Holding: since 29.06.2007, the date of state registration of the Issuer as legal person.

Financial and business performance of the Company does not substantially depend on other members of the Holding.

4.5. Branches and affiliated business entities of the Issuer

As of the approval date of the Securities Prospectus, the Issuer does not have branches and affiliated companies.

4.6. List, structure and value of the Issuer's fixed assets, information on plans for acquisition, replacement and retirement of fixed assets as well as all facts about impairment of fixed assets of the Issuer

4.6.1. Fixed assets

According to accounting (financial) reports as of 30.09.2007, the following groups of fixed assets appear on the Issuer's balance sheet:

	Group of fixed assets
	Acquisition cost (replacement cost)

Value, (thousands of rubles)
	Accumulated Depreciation, thousands of rubles

	Buildings
	0
	0

	Constructions
	0
	0

	Machinery
	0
	0

	Maintenance tools and furniture
	11
	0

	Vehicles
	0
	0

	Total
	11
	0


Information on depreciation calculation method for groups of fixed assets: depreciation calculation method for all groups of fixed assets is based on useful life of fixed assets.

Results of the last revaluation of fixed assets and fixed assets leased for long-term period made from the date of state registration of the Issuer: From the date of the registration of the Issuer as legal person until the approval date of the present Securities Prospectus, the Issuer has not carried out the revaluation of fixed assets and fixed assets leased for long-term period.

Information on plans for acquisition, replacement, retirement of fixed assets that make up 10 percent or more of the total value of fixed assets of the Issuer, and other assets described at option of the Issuer as of the approval date of the Securities Prospectus: The Issuer does not have plans for acquisition, replacement, retirement of fixed assets that make up 10 percent or more of the total value of fixed assets of the Issuer.

Information on all facts of impairment of fixed assets of the Issuer (describing the nature of impairment, the date of occurrence of impairment, the period of impairment and other conditions described at option of the Issuer): Facts of impairment of the Issuer's fixed assets – no.
V. Information on financial and business performance of the Issuer

5.1. Results of financial and business activities of the Issuer

5.1.1. Profit and losses

Information is not provided because the Issuer has been registered as legal person on 29.06.2007 and performed its business activity for less than one full fiscal year.

5.1.2. Factors that affected the amount of revenue from sales of goods, products, works, services and the amount of profit (loss) of the Issuer from core business activity:

Information is not provided because the Issuer has been registered as legal person on 29.06.2007 and performed its business activity for less than one full fiscal year.

5.2. Liquidity of the Issuer, sufficiency of equity and current assets

Information is not provided because the Issuer has been registered as legal person on 29.06.2007 and performed its business activity for less than one full fiscal year.

5.3. Amount and structure of equity and current assets of the Issuer

5.3.1. Amount and structure of equity and current assets of the Issuer

Information is not provided because the Issuer has been registered as legal person on 29.06.2007 and performed its business activity for less than one full fiscal year.

The Issuer additionally provides information on the amount and structure of equity and current assets as of 30.09.2007:

	Item
	as of 30.09.2007 

	Authorized capital of the Issuer, thousands of rubles
	10,000

	Conformity of the amount of authorized capital of the Issuer with constituent documents of the Issuer
	equal

	Value of shares (ownership interest) of the Issuer bought out by the Issuer for resale (transfer), thousands of rubles
	0

	Percentage of such shares (ownership interests) in the amount of placed shares (authorized capital) of the Issuer, %
	0

	
	

	Reserve capital formed by contributions from the profit of the Issuer, thousand of rubles
	0

	Paid in capital, which reflects the increase in the value of assets as estimated through revaluation as well as the difference between selling price (price of placement) and par value of shares (ownership interests) when selling shares (ownership interests) at the price exceeding the par value, thousand of rubles
	0

	Net retained earnings, thousands of rubles
	5

	Uncovered loss, thousands of rubles
	-

	Total amount of equity of the Issuer, thousands of rubles
	10,005


Structure and amount of current assets of the Issuer, according to accounting reports of the Issuer as of 30.09.2007:

	Item
	as of 30.09.2007

	Inventories, thousands of rubles
	82

	Receivables
	5,435

	Cash
	13,314

	TOTAL
	18,831

	
	


Financing sources for the Issuer's current assets:

The Issuer uses equity funds as financing sources for its current assets. In case of insufficient equity funds in future, the Issuer intends to raise borrowed funds.

The Issuer's policy for current assets financing:


The Issuer's policy for current assets financing will be based on maintaining effective balance between equity and borrowed funds.

Factors that may lead to changes to the policy for current assets financing:

Changes to the policy for current assets financing may be caused by the insufficiency of the Issuer's equity funds.


Financial risks associated with changes in interest rates due to possible changes in discount rate of the Central Bank of the Russian Federation. In order to prevent the negative impact of this factor on the current assets financing, the Issuer intends to cut down the portion of short-term loans in the structure of current assets financing and increase the portion of mid-term liabilities (with maturity period of over 1 year) as well as continue to accumulate equity funds.

Probability analysis of factors that may lead to changes to the policy for current assets financing:

In the Issuer's opinion, the risk of occurrence of substantial factors that may result in significant changes to the policy for current assets financing, excluding above mentioned factors, is low.

5.3.2. Financial investments of the Issuer

The Issuer doesn't have financial investment.

The Issuer didn't place funds on deposit or other accounts in credit institutions which licenses were suspended or revoked as well as in credit institutions which are in the process of reorganization, liquidation or filing for bankruptcy or were declared insolvent (bankrupt).

Accounting standards (rules) followed by the Issuer to perform calculations for the present paragraph of the Securities Prospectus:

Accounting standard on "Financial statements of organizations" PBU 4/99 (approved by the Order of the Ministry of Finance of the Russian Federation of July 6, 1999 No. 43n). Accounting standard on "Accounting for financial investments" PBU 19/02 (approved by the Order of the Ministry of Finance of the Russian Federation of December 10, 2002 No. 126n).

5.3.3. Intangible assets of the Issuer

Information on structure, acquisition (replacement) cost of intangible assets and accumulated amortization:

The Issuer has existed for less than one fiscal year. As of 30.09.2007, intangible assets don't appear on the Issuer's balance sheet.

Intangible assets contributed to authorized capital of the Issuer or granted: no.

Accounting standards (rules) followed by the Issuer to disclose information about intangible assets:

· PBU 4/99 "Financial statements of organizations" (approved by the Order of the Ministry of Finance of the Russian Federation of 06.07.1999 No. 43n.);

· Accounting standard on "Accounting for intangible assets" PBU 14/2000 (approved by the Order of the Ministry of Finance of the Russian Federation of October 16, 2000 No. 91n).

5.4. Information on the Issuer's policy and expenses for R&D in regard to licenses and patents, innovations and research

The Issuer hasn't worked out its R&D policy.

There were no R&D expenses made by the Issuer.

The Issuer hasn't created or ensured the legal protection of items of intellectual property over the period of its existence. Expenses for legal protection of items of intellectual property or results of intellectual activity have not been made by the Issuer.

Risks associate with the expiry of patents and licenses related to the Issuer's core business activity: no.

5.5. Analysis of tendencies in the Issuer's core business activity

The Issuer is operating and will operate in the power industry. This industry is going through the final stage of reforms. Competitive (generating and distribution) and monopoly (transmission and dispatching control) activities in the power industry have been already separated. At present, companies performing the same activities are being integrated on an area basis (generating, TGCs; power transmission, IDGCs)

According to the decisions of the Government of the Russian Federation, the plan of reforms, the decisions of General Shareholder's Meeting of IDGC of Volga as well as the decisions of General Shareholder's Meetings of Mordovenergo, JSC, Orenburgenergo, JSC, Penzaenergo, JSC, Volzhskaya IDC, JSC, and Chuvashenergo, JSC to be affiliated to it, the reorganization of IDGC of Center and Volga shall be made by affiliating 5 mentioned regional grid companies to it. This consolidation will allow to increase the capitalization and liquidity of the Issuer's shares, optimize resources and costs through economies of scale, reduce the need for short-term loans and increase the Issuer's credit rating.

With coherent and effective efforts of management teams and expertise of other specialists of the Issuer, consolidated distribution grid companies implemented cost saving measures and investment programs and ensured reliable and steady power supply to different groups of customers (households, manufacturers, social services and others) in 7 respective regions.

After the reorganization is completed, the Issuer plans to sustain high level of performance by employing highly-qualified personnel, implementing cost saving measures and investment programs (introduction of new production facilities and modernization of existing ones).

Management bodies of the Issuer agree with each other on the information provided.

No member of the Board of Directors or the Collegial Executive Body of the Issuer doesn't have different opinion towards mentioned factors and/or degree of their impact on financial and business performance.

5.5.1. Analysis of factors and conditions affecting the Issuer's activity 

Factors and conditions affecting the Issuer's activity and the results of such activity, and outlook for the duration of mentioned factors and conditions:

Major factor currently affecting regional grid companies which belong to the group of the Issuer and will affect the Issuer after the reorganization is existing charging policy which is regulated by the government. The Government of the Russian Federation and government agencies of constituent entities of the Russian Federation impose the threshold level for changing the charges for power supply. The national average is at 9-11% per annum.

In the Issuer's opinion, the government regulation of charging policy in the power industry will continue in the near future and this factor will have a substantial impact on the Issuer's activity for the next few years. 

Actions which are being undertaken by the Issuer and actions which the Issuer plans to undertake in future to use these factors and conditions effectively:

In order to use above mentioned factors and conditions effectively, the Issuer is undertaking and plans to undertake in future the following actions:

· increasing the volume of sales;

· ensuring a steady growth of effectiveness of all organizational components of the Issuer.

Measures which are being undertaken by the Issuer and measures which the Issuer plans to undertake in future in order to minimize the negative impact of factors and conditions affecting the Issuer's activity:

In order to minimize the negative impact of factors and conditions affecting the Issuer's activity, the Issuer is undertaking and plans to undertake in future the following actions:
- modernization of fixed assets;

- prevention of violations of payment discipline by consumers of power;

- tightening of financial control and reducing costs.

Substantial events/factors which may have a substantially negative impact on the Issuer's achievement of the same or better results in future compared with those achieved for the last accounting period and the probability of occurrence of such events/factors:

Substantial events/factors which may have a substantially negative impact on the Issuer's achievement of better results in future include:
· progress of reforms of the Russian power industry;

· increased competition;

· increase in prices for component parts, materials and equipment.

The probability of occurrence of these factors is considered by the Issuer as being high. These factors are beyond the Issuer's control.

Substantial events/factors which may improve the Issuer's performance, the probability of their occurrence and their duration:

Substantial events/factors which may improve the Issuer's performance include:

-implementation of long-term projects, attracting long-term investments at minimal costs;

- effective allocation of risks among all participating parties;

- creation of incentives for companies to increase their effectiveness by cutting down costs and investing in advanced technologies;

- ensuring fair price for power supply services consistent with the reliability and quality of services;

- steep improvement of payment discipline of the consumers of power;

- adjusting charges for generated power to economically viable levels to ensure both proper maintenance of fixed assets and investment potential of the industry.

The growth of profit from providing power supply services can be primarily achieved by cutting down costs, minimization of losses through modernization of worn equipment and increasing the volume of services through expansion of facilities.

In the Issuer's opinion, events and/or factors which may have a substantially negative impact on the Issuer's achievement of better results in future are insignificant.

The probability of occurrence of mentioned events/facts is considered by the Issuer as being moderate. In case mentioned events/factors occur, they will have a positive effect for a long period of time.

5.5.2. The Issuer's Competitors

As of the approval date of the Securities Prospectus, the Issuer performs the activity of exercising authority of the sole executive body of regional grid companies under the Agreement on Delegation of Authority. The Issuer doesn't have competitors.

After the completion of the reorganization of the Issuer by affiliating with regional grid companies, the Issuer will provide power supply services and services for technological connection to electricity grids. According to applicable laws, RGCs are natural monopolies and do not have competitors in a very real sense of this term. There are other organizations that perform the same activity in the regions where RGCs operate, but these organizations use their own grid networks and have their own customers.

Therefore, after the completion of the reorganization, the Issuer will become a natural monopoly and will not have direct competitors in the territory of its operation.
Degree of impact of mentioned factors on competitiveness of the Issuer's products: substantial.

The Issuer doesn't expect new competitors to emerge in the near future.

The Issuer doesn't have foreign competitors.

VI. Detailed information on members of the Issuer's Management Bodies, the Issuer's Financial and Business Supervisory Bodies and brief information on the Issuer's personnel (employees)

6.1. Information on the structure and responsibilities of the Issuer's Management Bodies

Detailed description of the structure and responsibilities of the Issuer's Management Bodies as stipulated in the Charter of the Issuer.

The Issuer's Management Bodies include:

- General Shareholder's Meeting,

- Board of Directors,

- General Director (Sole Executive Body).

Responsibilities of the General Shareholder's Meeting of the Issuer are stipulated in the Article 10 of the Issuer's Charter:

"10.2. General Shareholder's Meeting is responsible for the following matters:

1) amending and revising the Charter or adoption of Restated Charter;

2) reorganization of the Company;

3) liquidation of the Company, appointing the Liquidation Committee and approval of the intermediate and final liquidation balance sheet;

4) determination of the amount, face value, category (class) of authorized shares and rights which these shares confer;

5) increasing the authorized capital of the Company by increasing the face value of shares or by placing additional shares;

6) decreasing the authorized capital of the Company by decreasing the face value of shares, by repurchasing a part of shares to reduce their total number as well as by redemption of purchased shares or shares bought out by the Company;

7) stock split or reverse stock split;

8) making decisions on the placement of bonds, convertible to shares or other issue securities convertible to shares; 

9) determination of the number of members of the Board of Directors of the Company, election of members of the Board of Directors and early termination of their powers;

10) election of the members of the Audit Commission of the Company and early termination of their powers;

11) appointing of the Auditor of the Company;

12) making decision on the delegation of the authority of Sole Executive Body of the Company to Trustee in Bankruptcy (Trustee) and early termination of its powers;

13) approval of annual reports, annual accounting reports including profit and loss statement (profit and loss account) of the Company as well as allocation of profit (including dividend payout (announcement), excluding profit allocated as dividends based on results of the first quarter, the first half, first nine months of fiscal year) and losses of the Company based on the results of fiscal year.

14) payout (announcement) of dividends based on the results of the first quarter, the first half, first nine months of fiscal year;

15) determination of the procedure for holding the General Shareholders' Meeting of the Company;

16) making decisions on approval of transactions in cases stipulated in the Article 83 of the Federal Law "On Joint-Stock Companies";

17) making decisions on approval of large transactions in cases stipulated in the Article 79 of the Federal Law "On Joint-Stock Companies";

18) making decisions on participation in holdings, financial and industrial groups, associations and other unions of commercial organizations.

19) approval of Regulations and Policies governing the activity of the Company's bodies;

20) making decision on paying awards and/or compensations to the members of the Audit Commission of the Company;

21) making decision on paying awards and/or compensations to the members of the Board of Directors of the Company;

22) deciding on other matters stipulated in the Federal Law "On Joint-Stock Companies".

10.3. Matters assigned to the responsibility of the General Shareholders' Meeting cannot be delegated to the Board of Directors or the General Director of the Company.

10.4. Decisions on matters stated in the items 2, 5, 7, 8, 12-21 of the paragraph 10.2 of the Article 10 of the present Charter shall be made by the General Shareholders' Meeting only at the Company's Board of Directors suggestion.

10.5. The General Shareholders' Meeting is not entitled to consider and decide on the matters not assigned to its responsibility by the Federal Law "On Joint-Stock Companies"."

Responsibilities of the Board of Directors of the Issuer are stipulated in the Article 12 of the Issuer's Charter:

"12.1. The Board of Directors of the Company is responsible for overall management of the Company, excluding deciding on the matters assigned to the responsibility of the General Shareholders' Meeting by the Federal Law "On Joint-Stock Companies" and the present Charter.

The Board of Directors of the Company is responsible for the following matters:

1) setting priorities for the Company's business activity;

2) presenting matters stipulated in the items 2, 5, 7, 8, 12-21 of the paragraph 10.2 of the Article 10 of the present Charter for consideration by the General Shareholders' Meeting as well as decreasing the authorized capital by decreasing the face value of shares;

3) placement of bonds and other issue securities by the Company, excluding the cases stipulated in laws of the Russian Federation and the present Charter;

4) approval of decision on the issue of securities and securities prospectus, approval of securities placement report, share repurchase reports, redemption of shares reports and buyout requirement reports;
5) determination of price (monetary value) of property, price of placement and buyout of issue securities in cases stipulated in the Federal Law "On Joint-Stock Companies" as well as when deciding on the matters stated in the items 16, 34 of the paragraph of 12.1 of the Article 12 of the present Charter; 

6) repurchasing of outstanding shares, bonds and other securities in cases stipulated in the Federal Law "On Joint-Stock Companies";

7) disposal (selling) of shares of the Company which become property of the Company through repurchasing or buyout from shareholders of the Company as well as in other cases stipulated in the Federal Law "On Joint-Stock Companies";

8) election of the General Director of the Company and early termination of its powers, including deciding on early termination of employment agreement;

9) recommending the amount of rewards and compensations paid to the members of the Audit Commission of the Company for consideration by General Shareholders' Meeting and determining the amount of fee payable to the Auditor;

10) suggesting recommendations on the amount of dividend on shares and dividend payout procedure;

11) approval of Regulations and Policies governing the procedure for accumulation and use of funds of the Company; 

12) making decision on the use of funds of the Company; approval of financial plans for use of special purpose funds and evaluating the results of financial plans for use of special purpose funds; 

13) approval of Regulations and Policies of the Company, excluding Regulations and Policies approval of which is assigned to the responsibility of the General Shareholders' Meeting as well as of other Regulations and Policies approval of which is assigned to the responsibility of the executive bodies of the Company;

14) approval of business plan (adjusted business plan) and business plan performance report as well as approval (adjustment) of key figures of the cash flow of the Company;

15) setting up branches and opening representative offices of the Company, their liquidation as well as making changes to the Charter of the Company in relation to setting up branches, opening representative offices of the Company (including changes in names and locations of branches and representative offices of the Company) and their liquidation;

16) making decisions on the participation of the Company in other organizations (including approval of constituent documents and candidates for management bodies of newly established organizations), changing the portion of ownership interest (number of shares, amount of mutual fund, amount of stock), impairment of shares (stock) and termination of the Company's participation in other organizations in accordance to the provisions of the item 17 of the paragraph 12.1 of the Article 12 of the present Charter;
17) making decision on effecting one or several associated transactions on disposal, pledging or other impairment of shares of (stock) branches and affiliates which do not generate, transmission, dispatch, distribute and sell power or heat energy provided that market value of shares (stock) which represents the subject of transaction as estimated by the opinion of independent appraiser exceeds 30 million of rubles as well as in other cases (amounts) determined by decisions of the Board of Directors of the Company;
18) determination of the credit policy of the Company with regard to lending loans, concluding credit agreements and borrowing agreements, granting guarantees, assuming liabilities under bills of exchange (issuing promissory notes or bills of exchange), pledging property and making decisions on effecting mentioned transactions by the Company in cases when the procedure for making decisions on such transactions is not determined by credit policy of the Company as well as making decisions in the procedure defined by the credit policy of the Company on adjusting liabilities of the Company to the limits set by the credit policy of the Company; 

19) making decisions on concluding transactions on property, works and services the value of which makes up from 5 to 25 percent of the book value of the Company’s assets as estimated at the date of making decision on concluding the transaction;

20) approval of large transactions in cases stipulated in the Section X of the Federal Law "On Joint-Stock Companies";

21) approval of transactions stipulated in the Section XI of he Federal Law "On Joint-Stock Companies";

22) approval of the Company's Registrar, terms and conditions of the employment agreement with Registrar as well as termination of the agreement;

23) election of the Chairman of the Board of Directors of the Company and early termination of its powers;

24) election of the Vice-Chairman of the Board of Directors of the Company and early termination of its powers;

25) election of the Secretary of the Board of Directors of the Company (Corporate Secretary) and early termination of its powers;

26) preliminary approval of decisions on effecting transactions related to the transfer of the Company's property without compensation or transfer of property rights (claims) to the Company itself or a third party; transactions related to the release from property responsibilities before the Company itself or a third party; transactions related to providing services (works) without compensation to third parties in cases (amount) determined by decisions of the Board of Directors of the Company as well as making decisions on effecting such transactions by the Company when above mentioned cases (amounts) are not determined; 
27) making decision on suspending the powers of Trustee in Bankruptcy (Trustee);

28) making decision on the appointment of the Acting General Director of the Company as well as bringing the Acting General Director to disciplinary responsibility;

29) bringing the General Director of the Company to disciplinary responsibility and rewarding the General Director in accordance to employment laws of the Russian Federation;

30) approval of the company performance report submitted by the General Director (including the report on execution of duties by General Director), the report on execution of the decisions of the General Shareholders' Meeting an the Board of Directors of the Company; 

31) approval of the procedure for the cooperation between the Company and organizations in which the Company participates;

32) Determination of the position of the Company (representatives of the Company) on the following matters of the agendas of the General Shareholders’ Meetings and the Meetings of the Board of Directors of branches and affiliates (hereinafter referred to as B&As) including ordering to take or not to take part in voting on matters of the agenda or vote as "in favor", "against", or "abstained":

- defining the agenda of the General Shareholders' Meeting of B&As;

- reorganization or liquidation of B&As;

- determination of the number of members of the Board of Directors of the B&As, nomination and election of the members and early termination of their powers;

- determination of the amount, face value, category (class) of authorized shares of B&As and the rights which these shares confer;

- increasing the authorized capital of the B&As by increasing the face value of shares or by placing additional shares;

- placement of securities of B&As which are convertible into ordinary shares;

- stock split or reverse stock split of shares of B&As;

- approval of large transactions made by B&As;

- participation of B&As in other organizations (entering existing organization or establishing new organization) as well as purchasing, disposal and impairment of shares and share in authorized capital of organizations in which B&As participate, changing the portion of share in the authorized capital of respective organization;

- transactions of B&As (including several associated transactions) related to disposal of or possible disposal of property which represents fixed assets, intangible assets, objects under construction which are intended for generating, transmission, dispatch, distribution of power and heat energy in cases (amounts) determined by the procedure for cooperation between the Company and the organizations in which the Company participates approved by the Board of Directors of the Company;

- amending and revising constituent documents of B&As;

- approval of the procedure for awarding rewards to the members of the Board of Directors and the Audit Commission of B&As;
- preliminary approval of transactions of B&As (including several associated transactions) related to disposal of or possible disposal of property which represents fixed assets, intangible assets, objects under construction which are intended for generating, transmission, dispatch, distribution of power and heat energy in cases (amounts) determined by the procedure for cooperation between the Company and the organizations in which the Company participates approved by the Board of Directors of the Company;
- approval of targeted levels of key performance indicators (adjusted targeted key performance indicators);
- approval of the report on meeting targeted annual and quarterly key performance indicators;
- approval of business plan (adjusted business plan);
- approval (discussion) of the business plan performance report;
- approval of the allocation of profit and losses based on fiscal year results;
- recommendations on the amount of dividends on shares and dividend payout procedure;

- payout (announcement) of dividends based on results of the first quarter, the first half, first nine months of fiscal year as well as based on entire fiscal year results; 

- approval (adjustment) of investment program;

- approval (discussion) of the investment program performance report;

- approval of the Regulation on providing insurance coverage for B&As;

- on approval of insurers of B&As (approval of the selected insurers of B&As);

- approval of insurance broker who is responsible for selection of insurers of B&As;

- approval of the Insurance Coverage Program for B&As;
- approval of changes to the Insurance Coverage Program for B&As;
- discussion of the report on providing insurance coverage submitted by the Sole Executive Body of B&As;
33) Determination of the position of the Company (representatives of the Company) on the following matters of the agendas of the Meetings of the Board of Directors of B&As (including ordering to take or not to take part in voting on matters of the agenda or vote as "in favor", "against", or "abstained"):

- Determination of the position of the representatives of B&As on the matters of the agendas of the General Shareholders' Meetings and the Meetings of the Boards of Directors of branches and affiliates of B&As concerning making (approval) transactions (including several associated transactions) related to disposal of or possible disposal of property which represents fixed assets, intangible assets, objects under construction which are intended for generating, transmission, dispatch, distribution of power and heat energy in cases (amounts) determined by the procedure for cooperation between the Company and the organizations in which the Company participates approved by the Board of Directors of the Company;

- Determination of the position of the representatives of B&As on the matters of the agendas of the General Shareholders' Meetings and the Meetings of the Boards of Directors of branches and affiliates to B&As which generate, transmit, dispatch, distribute and sell power or heat energy on their reorganization, liquidation, increasing the authorized capital of such companies by increasing the face value of shares or by placing additional shares, and placement of securities convertible into ordinary shares;
34) - preliminary approval of the following transactions of the Company:

- transactions on fixed assets of the Company which make up more than 10 percent of the book value of the Company's fixed assets as estimated at the date of making decision on concluding the transaction;

- transactions (including several associated transactions) related to disposal of or possible disposal of property which represents fixed assets, intangible assets, objects under construction which are intended for generating, transmission, dispatch, distribution of power and heat energy in cases (amounts) determined by decisions of the Board of Directors of the Company;

- transactions (including several associated transactions) related to disposal of or possible disposal of property which represents fixed assets, intangible assets, objects under construction which are intended for generating, transmission, dispatch, distribution of power and heat energy in cases (amounts) determined by decisions of the Board of Directors of the Company;
35) nomination of candidates for the position of the Sole Executive Body and for other Management Bodies, Supervisory Bodies as well as nomination of auditors of organizations in which the Company participates and which generate, transmit, dispatch, distribute and sell power or heat energy or perform maintenance and service activities;
36) - making decisions on matters assigned to the responsibility of Supreme Management Bodies of organizations in which the Company owns 100 (one hundred) percent of authorized capital or all voting shares;
37) determination the areas of insurance coverage for the Company, including the approval of the Insurer of the Company;
38) approval of candidates for positions in the Executive Bodies of the Company nominated by the Board of Directors of the Company;
39) approval of independent appraiser (appraisers) for the evaluation of the value of shares, property and other assets of the Company in cases stipulated in the Federal Law "On Joint-Stock Companies", the present Charter or determined by decisions of the Board of Directors of the Company;

40) preliminary approval of Union Contract and agreements concluded by the Company as part of regulation of social and employment relationships;
41) appointment of financial advisor hired in compliance with the Federal Law "On Securities Market" as well as bookrunners and consultants on transactions which are directly related to raising funds through public offering;
42) preliminary approval of transactions which may result in liabilities denominated in foreign currency (or liabilities the amount of which is based on foreign currency) in cases and in the amounts determined by decisions of the Board of Directors of the Company, or, if mentioned cases (amounts) are not determined by the Board of Directors of the Company;
43) determination of the procurement policy of the Company including the approval of the Regulation on Procedure for carrying out Standardized Procurement of Goods, Works and Services, the appointment of the Head of the Central Procurement Body and its members as well as the approval of the Annual Integrated Procurement Plan and making other decisions in compliance with the Company's Regulations and Policies governing the procurement activities of the Company;
44) making decision on nominating the General Director of the Company for State Awards;
45) approval of targeted levels (adjusted levels) of key performance indicators (KPI) of the company and reports on meeting KPI;
46) defining the housing policy of the Company with regard to providing corporate support to employees for the improvement of housing conditions in form of entitlements, compensation of expenses, non-interest bearing loans and the approval of decisions on providing such support by the Company in cases when the procedure for providing such support is not defined in the Company's housing policy;
47) defining the Company's policy with regard to the improvement of the reliability of distribution grid complex and other objects of power grid industry including approval of strategic plans of the Company aimed at improving the reliability of distribution grid complex, distribution grid complex development and safety;
48) other matters assigned to the responsibility of the Board of Directors by the Federal Law "On Joint-Stock Companies" and the present Charter.

12.2. Matters assigned to the responsibility of the Board of Directors cannot be delegated to the General Director of the Company.

12.3. When exercising their rights and responsibilities, the members of the Board of Directors shall act for the benefits of the Company and exercise their rights and responsibilities towards the Company reasonably and in good faith.
12.4. The members of the Board of Directors are responsible before the Company for losses caused to the Company by their culpable actions (inactions) if other grounds and scope of responsibility are not imposed by the Federal Laws.
In this case, the members of the Board of Directors who voted against the decision that resulted in losses to the Company or who did not take part in the voting cannot hold liable.

Responsibilities of the General Director are stipulated in the Article 17 of the Charter of the Issuer:

"17.2. Responsibilities of the General Director of the Company include all matters concerning management of current operations of the Company, excluding matters assigned to the responsibility of the General Shareholders' Meeting and the Board of Directors of the Company.

General Director of the Company acts on behalf on the Company without the letter of attorney in compliance with restrictions imposed by the laws of the Russian Federation, the present Charter and decisions of the Board of Directors of the Company and is responsible for:

· ensuring the completion of the Company's plans aimed at reaching the goals of the Company;

· organizing the maintenance of accounting records and preparing financial reports of the Company;

· disposing of the Company's property, making transactions on behalf of the Company, issuing letters of attorney, opening transaction and other accounts of the Company in banks and other credit institutions (as well as in organizations of securities market professionals in cases stipulated in laws);

· issuing orders, approving instructions, local Regulations and Policies related to matters assigned to responsibilities of the General Director, and giving instructions binding on all employees of the Company;

· approving the Regulation on branches and representative offices of the Company;

· approving organizational structure, staffing chart and official salaries of employees of the Company;

· exercising rights and responsibilities for employees of the Company in accordance to employment laws;

· assigning responsibilities among deputies of the General Director;

· submitting financial and business reports of branches and dependent companies which shares (stocks) are owned by the Company to the Board of Directors as well as information on other organizations in which the Company participates;

· submitting Annual Report, Balance Sheet, Profit and Loss Account, Report on Distribution of Profit and Losses of the Company to the Board of Directors not later than 45 (Forty Five) days prior to the date of annual General Shareholders' Meeting of the Company;

· managing other matters concerning current activities of the Company, excluding matters assigned to the responsibility of the General Shareholders' Meeting and the Board of Directors of the Company.

The Company is governed by the Code on Corporate Governance approved by the Board of Directors of IDGC of Volga, JSC (Minutes of 29.08.2007 No. 2).

Except the Charter, the activity of the Issuer's Management Bodies is regulated by the following Regulations and Policies of the Issuer:

- Regulation on the Procedure for Convening and Holding the Meetings of the Board of Directors of IDGC of Volga, JSC approved by the decision of the General Shareholders' Meeting of the Issuer – The Management Board of RAO UES of Russia of 05.10.2007 (Minutes No. 1751pr/3),

- Regulation on awarding rewards and compensations to the members of the Board of Directors of IDGC of Volga, JSC approved by the decision of the General Shareholders' Meeting of the Issuer – The Management Board of RAO UES of Russia of 05.10.2007 (Minutes No. 1751pr/3),

- Regulation on the Audit Commission of IDGC of Volga, JSC approved by the decision of the General Shareholders' Meeting of the Issuer – The Management Board of RAO UES of Russia of 05.10.2007 (Minutes 
No. 1751pr/3),

- Regulation on awarding rewards and compensations to the Audit Commission of IDGC of Volga approved by the decision of the General Shareholders' Meeting of the Issuer – The Management Board of RAO UES of Russia of 05.10.2007 (Minutes No. 1751pr/3),

Full versions of existing Charter of the Issuer, Regulations and Policies of the Issuer governing the activities of the Issuer's Bodies as well as the Code on Corporate Governance are available on the Internet at: www.mrsk-volgi.ru.

6.2. Information on members of the Issuer's Management Bodies

Information on the members of the Board of Directors of the Issuer

	Chistyakov, Alexander Nikolayevich, Chairman of the Board of Directors

	Year of birth 
	1973

	Education
	College education: St. Petersburg University of Economics and Finance, St. Petersburg (1990-1995), degree in Economics

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	10.2002 – present – First Deputy Chairman of the Management Board of FGC UES, JSC

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Zenyukov, Igor Alikovich

	Year of birth 
	1966

	Education
	College education: Ivanovo Energy University, named after V.I. Lenin, degree in Heat Power Engineering

Ivanovo State Energy University, degree in Economics and Management

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2001 – 2004 – Senior Expert at the Corporate Governance Department of the Yarenegro, JSC

2004 – 2005 – Head of the corporate information unit of the Corporate Governance Department of the Corporate Center of RAO UES of Russia, Chief Expert, Senior Expert

2005 – 01.09.2005 – Head of the Corporate Information Services Unit of the Corporate Governance Department of the Corporate Center of RAO UES of Russia

02.09.2005 – 02.07.2006 – Head of the Research and Information Unit of the Corporate Governance and Cooperation with Shareholders Department of the Corporate Center of RAO UES of Russia

03.07.2006 – present – Deputy of the Head of the Corporate Governance and Cooperation with Shareholders Department of the Corporate Center of RAO UES of Russia

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Dolgikh, Vyacheslav Mikhailovich

	Year of birth 
	1969

	Education
	College education: Ph.D. in Economics, degree in Economics and Management of National Economy

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2003 – 2004 – Head of the Wholesale Infrastructure Unit of the Department for Power Industry Reforms of RAO UES of Russia
2004 – present – Deputy of the Head of the Department for Regulatory Advice of the Reforms Management Center of RAO UES of Russia

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Ryabov, Dmitry Vladislavovich

	Year of birth 
	1967

	Education
	College education: Perm State Technical University, Academy of National Economy of the Russian Federation Government

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2002 – 2003 – Director of Izhmashavto, JSC

2003 – 2005 – Vice President of Group of Companies of SOK, JSC

2005 – 2007– Deputy of the General Director of IDGC of Ural and Volga, JSC

22.06.2007 – present – General Director, Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Kurochkin, Alexey Valeryevich

	Year of birth 
	1973

	Education
	Ural State Legal Academy, Yekaterinburg, degree in Legal Science

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	02.2003 – 06.2005 – Advisor of the General Director, Deputy of the Head of Management of the Ural Energy Managing Company, JSC

06.2005 – present – Deputy of the Director of the Management Centre for Interregional Distribution Grid Companies of FGC UES, JSC

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Streltsov, Sergey Viktorovich

	Year of birth 
	1959

	Education
	College education: Pavlodar Industrial Institute, Electrical Engineer 

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	09.01.2003 – 30.10.2003 – Director of Holdex, LLC

01.11.2003 – 14.03.2006 – Deputy of the Production Director of Technefteprom, LLC

23.03.2006 – 15.05.2006 – Deputy of the General Director for Maintenance Repairs and Operations of the branch of FGC UES, JSC – BPS of West Siberia

15.05.2006 – present – General Director of the branch of FGC UES, JSC – BPS of Volga

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Zemlyanskiy, Igor Ivanovich

	Year of birth 
	1969

	Education
	College education: Moscow Power Engineering Institute, Pipe Engineering

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2002 – present – Head of the Department for Interaction with Customers of FGC UES, JSC

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Kolesnikov, Anton Sergeyevich

	Year of birth 
	1980 

	Education
	College education: State University – Higher School of Economics

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically:


	09.07.2005 – 09.09.2005 – Deputy of the Head of the Management Department for Interregional Distribution Grid Companies of FGC UES, JSC

09.09.2005 – present – Deputy Director of the Management Centre for Interregional Distribution Grid Companies of FGC UES, JSC

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Kravchenko, Vyacheslav Mikhailovich

	Year of birth 
	1967

	Education
	College education: Lomonosov Moscow State University, Lawyer

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2001 – 2004 – Head of the Department for Restructuring of Natural Monopolies of the Ministry of Economic Development and Trade of the Russian Federation

2004 – 2006 – Deputy Director of the Department for Structural and Investment Policy for Industry and Energy of the Russian Federation

2006 – 2007 – Director of the Department for Structural and Charging Policy for Natural Monopolies of the Ministry of Industry and Energy of the Russian Federation

2007 – present – Director of the Department for Power Industry of the Ministry of Industry and Energy of the Russian Federation

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management 
Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Remes, Sеppo Ukha

	Year of birth 
	1955

	Education
	College education: Tukko School of Economics,

degree in Economics 

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2003 – 2004 – Director of Vostok Nafta

2004 – 2007 – Senior Advisor of FIM Financial Service

2004 – present – President of Consulting Company Kiuru Partners LLC, Senior Advisor of FIM Financial Service, JSC

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Fedorov, Denis Vladimirovich 

	Year of birth 
	1978

	Education
	College education: Bauman Moscow State Technical University, degree in Economics and Management 

Moscow Power Engineering Institute, postgraduate education, (Ph.D. in Economics, Ph.D. in Heat Power Engineering)

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2001 – 2002 – 1st-rank Engineer of RAO UES of Russia

2002 – 2006 – 1st-rank Specialist, Head of Directorate of EvroSibEnergo-Engineering, LLC

2006 – 2007 – Advisor of the General Director of Mezhregiongaz, LLC

2007 – present – Head of Directorate of Gazprom, JSC

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	Information on the Sole Executive Body (General Director) of the Issuer:


	Ryabov, Dmitry Vladislavovich

	Year of birth 
	1964

	Education
	College education: 1981 – 1987 attending Lenin Komsomol Chelyabinsk Polytechnic Institute

	Nationality
	Russia

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically


	2002 – 2005 – Acting Chief Engineer, Chief Engineer, Chief-Engineer – First Deputy General Director, First Deputy General Director – Executive Director of the Ural Energy Managing Company, JSC

since October 2005 – First Deputy General Director of IDGC of Ural and Volga, JSC

2007 – present – Member of the Board of Directors of IDGC of Volga, JSC

29.06.2007 – present – Member of the Board of Directors, General Director of IDGC of Volga, JSC 

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial Issuer's Financial and Business Supervisory Bodies
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No


6.3. Information on the amount of rewards, benefits and/or compensations for each Management Body of the Issuer

Rewards to the members of the Board of Directors

Awarding rewards and compensation to the members of the Board of Directors of the Issuer is made in compliance with the Regulation on awarding rewards and compensations to the members of the Board of Directors of IDGC of Volga, JSC approved by the decision of the General Shareholders' Meeting of the Issuer – The Management Board of RAO UES of Russia of October 5, 2007 (Minutes No. 1751pr/3).

According to the paragraph 4.1 of the Regulation on awarding rewards and compensations to the members of the Board of Directors of IDGC of Volga, JSC for participation in the Meeting of the Board of Directors held in writing (by filling in the questionnaire), the member of the Board of Directors of the Company shall be paid the reward in the amount equal to 5 minimal monthly basic standard salaries for the 1st-rank employee as provided in the Agreement on Basic Standard Pay Rates for Power Industry of the Russian Federation (hereinafter referred to as Agreement) at the date of the Meeting of the Board of Directors of the Company, factoring in readjustment provided in the Agreement. Rewards shall be paid within seven calendar days from the date of the Meeting of the Board of Directors of the Company.

For participating in the Meeting of the Board of Directors held as a collective meeting with attendance by the shareholders, the member of the Board of Directors of the Company shall be paid the reward in the amount equal to 10 minimal monthly basic standard salaries for the 1st-rank employee as provided in the Agreement at the date of the Meeting of the Board of Directors of the Company, factoring in readjustment provided in the Agreement within seven calendar days from the date of the Meeting of the Board of Directors of the Company.

The amount of reward paid in accordance to the paragraph 4.1 of the present Regulation to the Chairman (Vice Chairman) for each Meeting where he performed duties of the Chairman of the Board of Directors (hereinafter referred to as performing duties of the Chairman) shall be increased by 50 percent.

According to the paragraph 4.2 of the Regulation on awarding rewards and compensations to the members of the Board of Directors of IDGC of Volga, the members of the Board shall be paid a bonus reward for the amount of net income of the Company based on results of the annual accounting reports approved by the General Shareholders' Meeting of the Company.

Information on the types of rewards, including salaries, bonuses, fees, benefits and/or compensations of expenses as well as other pecuniary rewards which were paid by the Issuer for the last closed fiscal year:

The Issuer has existed for less than one fiscal year.

During the period of its existence, the Issuer has made no payments to the members of the Board of Directors of the Issuer.

The Issuer has not entered into any additional agreements on rewards to the members of the Board of Directors for 2007.

6.4. Information on the structure and responsibilities of the Issuer's Business and Financial Supervisory Bodies

Structure and responsibilities of the Issuer's Business and Financial Supervisory Bodies is stipulated in the Article 18 of the Charter of the issuer:

18.1. General Shareholders' Meeting of the Company elects the Audit Commission of the Company for the period ending with the date of the next General Shareholders' Meeting for supervision over business and financial activities of the Company.

In case the Audit Commission of the Company is elected on unscheduled General Shareholders' Meeting, the members of the Audit Commission shall be deemed as elected for the period ending with the date of the annual General Shareholders' Meeting of the Company.

The Audit Commission of the Company includes 5 (Five) members.

18.2. General Shareholders' Meeting has the right for early termination of powers of all or individual members of the Audit Commission of the Company. 

18.3. Responsibilities of the Audit Commission of the Company include:

· verification of the integrity of data in the Annual Report, Balance Sheet, Profit and Loss Account of the Company; 

· analysis of the financial standing of the Company, identification of opportunities for improvement in the financial standing of the Company and working out recommendations for the Company's Management Bodies;

· organization and carrying out of the verification (audit) of financial and business activity of the Company, including:

· verification (audit) of financial, accounting, payment and other documents of the Company related to the Company's financial and business activities for the compliance with laws of the Russian Federations, Policies and Regulations of the Company and other corporate documents;

· supervision over preservation and use of fixed assets;

· supervision over the compliance with the procedure for the writing off bad debts as losses of the Company;

· supervision over the use of funds of the Company in accordance to approved business plan and the budget of the Company;

· supervision over the accumulation and use of reserve and other special purpose funds of the Company;

· verification of the accuracy and promptness of accruing and paying out the dividends on the Company's shares, interests on bonds, and earnings on other securities;

· follow-up control of the execution of previously issued instructions for elimination of irregularities and shortcomings identified by previous verifications (audits);

· performing other actions (measures) associated with the audit of financial and business activities of the Company.

Information on the system of internal supervision over financial and business activities of the Issuer: Information on the internal audit service, the period of its activity and its key specialists:

The Order of the General Director of IDGC of Volga, JSC No. w/n of 24.01.2008 established the Department for Internal Control and Audit of IDGC of Volga, JSC.

Department for Internal Control and Audit of IDGC of Volga, JSC has been active for less than one month at the approval date of the Securities Prospectus.

Key specialist of the Department for Internal Control and Audit of IDGC of Volga, JSC is the Head of the Department for Internal Control and Audit of IDGC of Volga, JSC, Klimova, Elena Viktorovna.

Main responsibilities of the Department for Internal Control and Audit of IDGC of Volga, JSC (hereinafter referred to as Department) include:

According to the Regulation on the Department for Internal Control and Audit of IDGC of Volga, JSC, main goals and functions of the Department include:

"3.1. Audit of the Company's technical, financial and management reports, analysis of their integrity, and evaluation of the promptness of their preparation and submitting.

3.2. Supervision over the compliance with laws and bylaws as well as with the requirements of the Accounting Policy of the Company, instructions, decisions, orders of executives and (or) shareholders of the Company.

3.3. Working out audit programs and plans.

3.4. Auditing the business units of the Company in accordance to approved plan.

3.5. Collection of audit-related data and its analysis for reaching the goals of internal audit.

3.6. Control and audit of the proper use of funds of the Company and its business units.

3.7. Audit of the preservation and effectiveness of use of the Company's assets.

3.8. Monitoring the plan for the use of funds for various projects and programs and the analysis of their economic efficiency.

3.9. Carrying out unscheduled targeted audit, express analyses and inventory auditing in order to identify and eliminate debts and deficiencies; analysis of payables and receivables, working out recommendations and timely instructions for reducing debts.

3.10. Targeted audit of the quantity of works on repair and capital projects.

3.11. Audit of procurement activities of the Company and its business units.

3.12. Supervision over the execution of Decisions approved by the Company's management on elimination and prevention of irregularities identified by internal control and audit.

3.13. Monitoring of data contained in internal control and audit reports, processing monitoring analytic data.

3.14. Preparation of audit reports, analytical reports, memos and opinions.

3.15. Providing information on substantial risks, control and corporate governance problems and other information needed by the Company’s top-management as well as recommendations on the improvement of existing systems.

3.16. Execution of individual instructions of the General Director of the Company, Deputy General Director for Security and Audit, Deputy General Director for Economy and Finance.

3.17. Taking part in the planning of the Company's activities on matters assigned to the responsibilities of the Department for Internal Control and Audit".

Accountability of the Department and the interaction with Management Bodies and the Board of Directors of the Issuer, the interaction of the Department with External Auditor of the Issuer:

According to the Regulation on the Department:

"7.1. Department for Internal Control and Audit shall interact with other departments of the Issuer in accordance to established distribution of rights and responsibilities among them.

7.2. On the initiative of Deputies of the General Director – Managing Directors of the Company and upon consultation with the Deputy General Director for Security and Audit of the Company, the members of the Department for Internal Control and Audit can be involved for carrying out audit engagements.

7.3. Department for Internal Control and Audit shall execute the orders and instructions of the top-management of the Company related to the area of audit and control.

7.4. Department for Internal Control and Audit shall submit financial and business activities reports, targeted audit reports and express analyses opinion to respective department for further measures on elimination of identified irregularities.

7.5. Departments of the Company, within the scope of their responsibilities, shall submit required information, regulations and other information needed for audit purposes to the Department for Internal Control and Audit in accordance to the present Regulations, the Procedure for Interaction between Branches (RGCs) and Company's plans.

Information on the Issuer's regulation which provides the rules for prevention of use of confidential (insider) information:

IDGC of Volga, JSC applies the Regulation on Insider Information of 29.08.2007 approved by the Board of Directors of IDGC of Volga, JSC (Minutes No. 2 of 29.08.2007).

Full version of the Regulation on Insider Information is available on the Internet at: www.mrsk-volgi.ru.

6.5. Information on the members of the Issuer's Business and Financial Supervisory Bodies

Information on the members of the Audit Commission of the Issuer:
	Nikitin, Vitaly Aleksandrovich 

	Year of birth 
	1981

	Education
	College education:

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	01.10.2003-31.07.2004
Company: Aviszapthast, JSC
Position: Senior Specialist

02.08.2004 – present 
Company: RAO UES of Russia
Position: Senior Specialist of the Corporate Governance and Cooperation with Shareholders Department of the Corporate Center

2007 – present – Member of the Audit Commission of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Kabizskina, Elena Aleksandrovna 

	Year of birth 
	1964

	Education
	College education: Far East State Technical Institute of Fisher, Vladivostok, Engineering and Economy Department

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	02.2002 – 09.2005 – East International Container Service, JSC, Deputy Financial Director – Chief Accountant for Russian Accounting Standards

09.2005 – present – FGC UES, JSC, Directorate for Financial Control and Internal Audit, Senior Expert

2007 – present – Member of the Audit Commission of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Lelekova, Marina Alekseyevna

	Year of birth 
	1961

	Education
	College education: Far East Institute of Soviet Trade, graduated in 1982, degree in Economics

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	12.12.01 – 30.09.03 – Representative Office "Vostokenergo" of RAO UES of Russia for managing joint-stock companies in the Eastern Russia (Advisor of the General Director of the Representative Office for Audit Commissions)

01.10.03 – 20.05.04 – Institute for Professional Directors Fund, Moscow, Advisor for Audit Commissions

26.07.01 20.05.04 – AKFA Audit company, Vladivostok, Director of Audit

21.05.04 – present – Federal Grid Company UES, JSC, Moscow, Senior Specialist, Senior Expert of the Directorate of Financial Control and Internal Audit

2007 – present – Member of the Audit Commission of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Sidorov, Sergey Borisovitch (Chairman of Audit Commission)

	Year of birth 
	1952

	Education
	College education: All-Soviet Union Extra-Mural Institute of Finance and Economics

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	1999 – 31.05.2004 – RAO UES of Russia, Head of the Department for Financial Audit

01.06.2004 – present – RAO UES of Russia, Head of the Department for Internal Audit of the Corporate Center

2007 – present – Member of the Audit Commission of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No

	
	

	Baitov, Anatoly Valeryevich

	Year of birth 
	1977

	Education
	College education: Kurgan State University

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2003 – 2004 – Deputy General Director of the Institute for Professional Directors Fund

2004 – present – Head of the Directorate of Financial Control and Internal Audit of FGC UES, JSC

2007 – present – Member of the Audit Commission of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No


Information on the members of the system of internal control over financial and business activities of the Issuer – the Department for Internal Control and Audit of "Interregional Distribution Grid Company of Volga", Joint-Stock Company

	Klimova, Elena Viktorovna

	Year of birth 
	1962

	Education
	College education: Saratov Institute of Economics, degree in Economics

	Positions held within the Issuer or in other organizations for the past 5 years and at present arranged chronologically
	2002 – 2006 – Specialist, Senior Specialist, Deputy of the Head of the Department for Internal Audit of Saratovenergo, JSC

01.01.2006 – 01.02.2008 – Head of the Directorate for Internal Audit and Control of Volzhskaya IDC, JSC

01.02.2008 – present – Head of the Department for Internal Control and Audit of IDGC of Volga, JSC

	The person's share in the authorized capital of the Issuer which is a commercial organization
	No

	The person's portion of ordinary shares of the Issuer
	No

	The number of shares of each category (class) issued by the Issuer that can be purchased by the person by exercising the options issued by the Issuer 
	No

	The person's share in the authorized (stock) capital (mutual fund) of the Issuer's branches and affiliates
	No

	The person's portion of ordinary shares of the Issuer's branch or affiliate (if the Issuer's branches and affiliates are Joint-Stock Companies)
	No

	The number of shares of each category (class) issued by the Issuer' branch or affiliate that can be purchased by the person by exercising the options issued by the Issuer' branch or affiliate
	No 

	Nature of any family relationships with other persons who are members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 
	This person does not have any family relationships with members of the Issuer's Management Bodies and/or the Issuer's Financial and Business Supervisory Bodies 

	Information on the imposition of administrative sanctions for offences in the area of finance, taxes and levies, securities market or the prosecution (possession of criminal record) for economic crimes or crimes against the State
	No

	Information on holding positions in management bodies of commercial companies in the period when bankruptcy procedures were initiated against mentioned organizations and/or when one of the bankruptcy procedures provided by bankruptcy (insolvency) laws of the Russian Federation was introduced. 
	No


6.6. Information on the amount of rewards, benefits and/or compensation of expenses for the members of the Issuer's Financial and Business Supervisory Bodies

Awarding rewards to the members of the Audit Commission of the Issuer is made in compliance with the Regulation on awarding rewards to the members of the Audit Commission of IDGC of Volga, JSC approved by the decision of the General Shareholders' Meeting of the Issuer which functions are delegated to the Management Board of RAO UES of Russia of 05.10.2007 (Minutes of 05.10.2007 No. 1751pr/3).

According to the paragraph 3.1 of the mentioned Regulation, the member of the Audit Commission who took part in the verification (audit) of financial and business activities shall be paid lump sum reward in the amount equal to five minimal monthly basic standard salaries for the 1st-rank employee as provided in the Agreement on Basic Standard Pay Rates for Power Industry of the Russian Federation (hereinafter referred to as Agreement) for the period of carrying out the audit, factoring in readjustment provided in the Agreement. Payment of reward stated in the paragraph 3.1 of the Regulation on Rewards shall be made within a week from the date of audit opinion. According to the paragraph 3.3 of the Regulation, the amount of rewards paid to the Chairman of the Audit Commission shall be increased by 50 percent.

According to the paragraph 2.1 of the mentioned Regulation, the member of the Audit Commission shall receive compensation for the expenses associated with the attendance of the Meeting of the Audit Commission of the Issuer and auditing in compliance with regulations on compensation for business trip expenses of the Company applicable at the date of holding the Meeting. 

Information on the types of rewards, including salaries, bonuses, fees, benefits and/or compensations of expenses as well as other pecuniary rewards which were paid by the Issuer for the last closed fiscal year:

The Issuer has been operating for less than 1 (One) closed fiscal year.

The Issuer did not pay any rewards to the members of the Audit Commission over the period of the Issuer's existence.

The Issuer did not enter into any additional agreements on rewards with the members of the Audit Commission.

Payment of rewards to the members of the Department for Internal Audit of IDGC of Volga, JSC established on 24.01.2008 will be made in the current fiscal year in accordance to the terms and conditions of the concluded employment agreements.

The Issuer did not enter into additional agreements on rewards with the members of the Department for Internal Control, Audit and Risk Management of IDGC of Volga, JSC.

6.7. Information on the number of personnel (employees), summary data on their education as well as changes in the number of personnel (employees) of the Issuer

The Issuer is registered as legal person on 29.06.2007 and has been performing its business activity for less than one full fiscal year and, therefore, the information on changes in the number of employees is not provided.

The Issuer additionally provides the information on the number, education and structure of the personnel as of 30.09.2007:

	Item name
	30.09.2007

	Average number of employees, persons 
	6

	Portion of employees of the Issuer with higher vocational education, %
	80

	Amount of funds used for salaries and wages, rubles
	8,309,900

	Amount of funds used for social security, rubles
	207,926

	Total amount of funds used, rubles
	8,517,826


6.8. Information on any obligations of the Issuer for personnel (employees) related to possibility of their participation in authorized (stock) capital (mutual funds) of the Issuer

The Issuer does not have any obligations for personnel (employees) or agreements with them associated with the possibility of their participation in the authorized (stock) capital (mutual fund) of the Issuer (purchasing shares of the Issuer) including any agreements which provide the issuance or granting the Issuer's options to the personnel (employees) of the Issuer.
VII. Information on stockholders (shareholders) of the Issuer and the Issuer's interested party transactions

7.1. Information on the overall number of shareholders (stockholders) of the Issuer

The overall number of persons recorded in the Issuer's Shareholder Register at the date of approval of the Securities Prospectus by the Board of Directors of the Issuer: 1.

Overall number of nominee shareholders of the Issuer: 0.

7.2. Information on stockholders (shareholders) of the Issuer who own no less than 5 percent of the Issuer's authorized (stock) capital (mutual fund) or no less than 5 percent of the Issuer's ordinary shares as well as information on stockholders (shareholders) of such organizations which own no less than 20 percent of the authorized (stock) capital (mutual fund) or no less than 20 percent of ordinary shares of such organizations

Organizations which own no less than 5 percent of the authorized (stock) capital (mutual fund) or no less than 
5 percent of ordinary shares of the Issuer at the date of approval of the present Securities Prospectus

	Full and abbreviated business name 
	Russian Joint-Stock Company of Energetic and Electrification "UES of Russia" (RAO UES of Russia) 

	Taxpayer Identification Number
	7705018828 

	Location 
	101 Vernadskogo Avenue, Moscow 119526

	Taxpayer Identification Number: 
	7705018828 

	Share of stockholder (shareholder) of the Issuer in the authorized capital of the Issuer 
	100%

	Portion of ordinary shares of the Issuer held by stockholder (shareholder) 
	100%

	
	

	Organizations which own no less than 20 percent of the authorized (stock) capital (mutual fund) or no less than 20 percent of ordinary shares of the stockholder (shareholder) 

	Full and abbreviated business name 
	The Russian Federation represented by the Federal Agency for State Property Management

	Taxpayer Identification Number
	No

	Location
	9 Nikolsky Alley, Moscow 103685

	Share of this person in the authorized capital of RAO UES of Russia 
	52.68%

	Portion of ordinary shares of RAO UES of Russia held by this person 
	54.99%

	Share of this person in the authorized capital of the Issuer 
	No

	The person's portion of ordinary shares of the Issuer 


	No


7.3. Information on the share of the State or Municipality in the authorized (stock) capital (mutual fund) of the Issuer and veto right (golden share)

Portion of the Issuer's authorized capital being in the State ownership (federal, constituent entity) or municipal ownership: 0%.
Veto right of the Russian Federation, Constituent Entities of the Russian Federation or Municipalities to govern the Issuer: No rights.
7.4. Information on the restrictions on the participation in the authorized (stock) capital (mutual find) of the Issuer

The Charter of the Issuer does not impose restrictions on the number of shares owned by a shareholder, and/or their total face value, and/or the maximum number of votes given to a shareholder.

The Laws of the Russian Federation or other bylaws of the Russian Federation do not impose the restrictions on the share of non-residents in the authorized capital of the Issuer.

There are no other restrictions related to the participation in the authorized capital of the Issuer.

7.5. Information on changes in the structure and amount of the participation of shareholders (stockholders) of the Issuer who own no less than 5 percent of the Issuer's authorized (stock) capital (mutual fund) or no less than 5 percent of the Issuer's ordinary shares

Information is not provided because the Issuer is registered as legal person on 29.06.2007 and has been performing its business activity for less than one full fiscal year.

7.6. Information on the Issuer's interested party transactions

Over the period of its existence, the Issuer did not made transactions recognized by the laws of the Russian Federation as interested party transactions which required the approval by an authorized Management Body of the Issuer.
Interested party transactions (group of associated transactions), the value of which make up 5 and more percent of the book value of the Issuer's assets as estimated based on the data of the Issuer's accounting reports as of the last reporting date before making the transaction made by the Issuer for each closed fiscal year as well as for the period preceding the approval of the Securities Prospectus: the mentioned transactions were not effected.

Interested party transactions (group of associated transactions) which required the approval but were not approved by an authorized Management Body of the Issuer (decisions on the approval of which by the Board of Directors (Supervisory Committee) or by the General Shareholders' Meeting of the Issuer were not made in cases when such approval was compulsory under laws of the Russian Federation): the mentioned transactions were not effected.
7.7. Information on the amount of receivables

The Issuer has been operating for less than 1 (One) closed fiscal year.

The Issuer additionally provides the information on the amount of receivables as of 30.09.2007:

	
	as of 30.09.2007

	Total amount of receivables, thousands of rubles
	5,435

	Total amount of overdue receivables, thousands of rubles
	0


Structure of receivables as of 30.09.2007:

	Type of receivables
	Due date

	
	Less than one year
	More than one year

	Receivables from customers and purchasers, rubles
	3,983,680
	0

	including arrears, rubles
	0
	0

	Receivables from bills receivable, rubles
	0
	0

	including arrears, rubles
	0
	0

	Receivables from stockholders (founders) for contributions to authorized capital, rubles
	0
	0

	including arrears, rubles
	0
	0

	Receivables from advances made, rubles
	926,952
	0

	including arrears, rubles
	0
	0

	Other receivables, rubles
	524,209
	0

	including arrears, rubles
	0
	0

	Total, rubles
	5,434,841
	0

	including arrears, total, rubles
	0
	0


Information on accounts receivable that make no less than 10 present of the total amount of receivables as of 30.09.2007:

	Full and abbreviated business name:
	"Volzhskaya IDC", Joint-Stock Company

Volzhskaya IDC, JSC

	Location:
	124 Chernyshevskogo Street, Saratov 410028

	Amount of receivables, rubles
	2,565,450

	Amount and terms of overdue receivables (default rate, penalties, late fees), rubles
	Overdue receivables and their terms – No 


Volzhskaya IDC, JSC is an affiliate of the Issuer.

The Issue's share in the authorized capital of affiliated company: 0%

Amount of affiliated company's ordinary shares held by the Issuer: 0%

The affiliated company's share in the authorized capital of the Issuer: 0%

Amount of the Issuer's ordinary shares held by affiliated company: 0%

	Full and abbreviated business name:
	Full business name: "Orenburgenergo", Joint-Stock Company

Abbreviated business name: Orenburgenergo, JSC

	Location:
	44 Marchal G.K. Zhukov Street, Orenburg 460024

	Amount of receivables, rubles
	1,418,230

	Amount and terms of overdue receivables (default rate, penalties, late fees), rubles
	Overdue receivables and their terms – no 


Orenburgenergo, JSC is an affiliate of the Issuer.

The Issue's share in the authorized capital of affiliated company, 0%

Amount of affiliated company's ordinary shares held by the Issuer, 0%

The affiliated company's share in the authorized capital of the Issuer: 0%

Amount of the Issuer's ordinary shares held by affiliated company: 0%

VIII. Accounting reports of the Issuer and other financial information

8.1. Annual accounting reports of the Issuer

The Issuer does not have annual accounting (financial) reports (both for Russian Accounting Standards and International Financial Reporting Standards) since the Issuer is registered as legal person on 29.06.2007 and has been performing its business activity for less than one full fiscal year.

8.2. Quarterly accounting reports of the Issuer for the last closed reporting quarter

Accounting report is prepared in compliance with applicable in the Russian Federation accounting and reporting standards, and namely, the Federal Law "On Accounting" of 21.11.1996 No. 129-FZ; Accounting standard on "Accounting policy of organization" PBU 1/98 approved by the Order of the Ministry of Finance of the Russian Federation of 09.12.1998 No. 60n; Regulation on "Maintenance of accounting records and financial statements in the RF" approved by the Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n; the Order of the Ministry of Finance "On Forms of Accounting Reports in Organizations" of 22.07.2003 No. 67-N and applicable circular notes and regulations of RAO UES of Russia.

The Issuer is registered as legal person on 28.06.2007. Over the period of its existence as legal person, the Issuer prepared quarterly accounting report for the first 9 months of 2007 (as of 30.09.2007) (see Appendix II to the present Securities Prospectus).

List of accounting reports as of 30.09.2007:

1. Balance Sheet (Form No. 1);

2. Profit and Loss Statement (Form No. 2);

The Issuer does not prepare quarterly accounting reports of the Issuer in accordance to International Financial Reporting Standards (IFRS) and General Accepted Accounting Principles (GAAP).

8.3. Consolidated accounting reports of the Issuer for the last three closed fiscal years or for each closed fiscal year:

The Issuer does not prepare consolidated accounting reports since the Issuer does not have branches and dependent companies.

The Issuer does not prepare consolidated accounting reports in accordance to International Financial Reporting Standards (IFRS) and General Accepted Accounting Principles (GAAP).
8.4. Information on the Accounting Policy of the Issuer:

Regulation on Accounting Policy of IDGC of Volga, JSC for 2007 is approved by the Order of IDGC of Volga, JSC of July 31, 2007 No. 13.

Full version of the Regulation on Accounting Policy of the Issuer for accounting purposes for 2007 constitutes the Appendix I to the present Securities Prospectus.

8.5. Information on the total amount of exports and the portion of exports in the total amount of sales

The Issuer is not engaged in exporting products (goods, works, services) outside the Russian Federation.

8.6. Information on the value of fixed property of the Issuer and substantial changes to the structure of the fixed property of the Issuer after the end date for the last closed fiscal year

As of 30.09.2007 the Issuer does not own fixed property.

Acquisition or retirement of the fixed property the book value of which exceeds 5 percent of the book value of the Issuer's assets and other substantial changes in the structure of the fixed property of the Issuer has not occurred over the entire period of the Issuer's existence.

8.7. Information on the Issuer's involvement in court proceedings in case such involvement may substantially affect financial and business activities of the Issuer:

Over the period of its existence, the Issuer has not been involved in court proceedings which might substantially affect financial and business activities of the Issuer.

IX. Detailed Information on the procedure and conditions of the placement of issue securities

9.1. Information on securities to be placed

9.1.1. General Information

1) On securities placed by conversion of uncertified registered ordinary shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Type, category (class) of securities: ordinary shares.

Face value: 0.1 (zero point one) of ruble.

Amount of securities to be placed: 88,821,843,113 shares.

Volume at face value: 8,882,184,311 rubles, 30 kopecks.
Form of securities to be placed: uncertified registered.

Information on the person who is responsible for maintaining the register of registered securities of the Issuer is disclosed in the paragraph 10.6 of the Securities Prospectus;

Rights conferred by each security from the issue:

According to the paragraph 6.2 of the Charter of the Issuer, "Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders – owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting;

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3) receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6) receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

The Charter of the Issuer does not impose the restriction on the maximum number of votes given to one shareholder.

Method of securities placement: conversion of uncertified registered ordinary shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Ordinary shares held by shareholders of Volzhskaya IDC, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance to the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Volzhskaya IDC, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Volzhskaya IDC, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 12,952,805,335 shares.

Share conversion ratios:

20349/139540 of a registered ordinary share of Volzhskaya IDC, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Volzhskaya IDC, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Volzhskaya IDC, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Volzhskaya IDC, JSC including shares repurchased from shareholders of Volzhskaya IDC, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance to item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Volzhskaya IDC, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Volzhskaya IDC, JSC.

Registered ordinary shares of Volzhskaya IDC, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Volzhskaya IDC, JSC at the specified date.

Date of securities placement:

Date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities

The Issuer does not plan to place securities outside of the Russian Federation, including offering through placement of the respective foreign securities.

Management Body of the Issuer that has approved the decision on additional issue of securities and the Securities Prospectus: Board of Directors of IDGC of Volga, JSC.

Date of making the decision on approval of additional issue of securities and the Securities Prospectus: February 11, 2008.

Date of drawing up and the number of Minutes of the meeting of Management Body of the Issuer at which the decision on approval of additional issue of securities and the Securities Prospectus was made:

Minutes No. 8 of February 12, 2008.

Unplaced portion of the placing shares as stated in the decision on additional issue of securities which makes the additional issue of securities failed: not specified.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the same type, category (class) simultaneously with the present securities offering.

2) On securities placed by conversion of uncertified registered preferred shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Type, category (class) of securities: ordinary shares

Face value: 0.1 (zero point one) of ruble.

Amount of securities to be placed: 1,158,061,094 shares.

Volume at face value: 115,806,109 rubles 40 kopecks.

Form of securities to be placed: uncertified registered.

Information on the person who is responsible for maintaining the register of registered securities of the Issuer is disclosed in the paragraph 10.6 of the Securities Prospectus;

Rights conferred by each security from the issue:

According to the paragraph 6.2 of the Charter of the Issuer, "Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders – owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting;

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3) receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6) receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

The Charter of the Issuer does not impose the restriction on the maximum number of votes given to one shareholder.

Method of securities placement: conversion of uncertified registered preferred shares of Volzhskaya IDC, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Preferred shares held by shareholders of Volzhskaya IDC, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance to the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Preferred shares of Volzhskaya IDC, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of registered preferred shares of Volzhskaya IDC, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 184,396,054 shares.

Share conversion ratios:

20349/127791 of a registered preferred share of Volzhskaya IDC, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional registered ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Volzhskaya IDC, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Volzhskaya IDC, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Volzhskaya IDC, JSC including shares repurchased from shareholders of Volzhskaya IDC, JSC in accordance with the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance to item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Volzhskaya IDC, JSC owned by IDGC of Volga, JSC;

- shares of IDGC of Volga, JSC owned by Volzhskaya IDC, JSC.

Registered preferred shares of Volzhskaya IDC, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Volzhskaya IDC, JSC at the specified date.

Date of securities placement:

Date of the cessation of business activity of Volzhskaya IDC, JSC as recorded in the Unified State Register of Legal Entities

The Issuer does not plan to place securities outside of the Russian Federation, including offering through placement of the respective foreign securities.

Management Body of the Issuer that has approved the decision on additional issue of securities and the Securities Prospectus: Board of Directors of IDGC of Volga, JSC.

Date of making the decision on approval of additional issue of securities and the Securities Prospectus: February 11, 2008.

Date of drawing up and the number of Minutes of the meeting of Management Body of the Issuer at which the decision on approval of additional issue of securities and the Securities Prospectus was made:

Minutes No. 8 of February 12, 2008.

Unplaced portion of the placing shares as stated in the decision on additional issue of securities which makes the additional issue of securities failed: not specified.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the same type, category (class) simultaneously with the present securities offering.

3) On securities placed by conversion of uncertified registered ordinary shares of Mordovenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Type, category (class) of securities: ordinary shares

Face value: 0.1 (zero point one) of ruble.

Amount of securities to be placed: 9,553,398,365 shares.

Volume at face value: 955,339,836 rubles 50 kopecks.
Form of securities to be placed: uncertified registered.

Information on the person who is responsible for maintaining the register of registered securities of the Issuer is disclosed in the paragraph 10.6 of the Securities Prospectus;

Rights conferred by each security from the issue:

According to the paragraph 6.2 of the Charter of the Issuer, "Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders – owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting;

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3) receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6) receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

The Charter of the Issuer does not impose the restriction on the maximum number of votes given to one shareholder.

Method of securities placement: conversion of uncertified registered ordinary shares of Mordovenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Ordinary shares held by shareholders of Mordovenergo IDC, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance to the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Mordovenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Mordovenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 1,345,037,710 shares.

Share conversion ratios:

20349/144531 of a registered ordinary share of Mordovenergo, JSC with face value of 1 (One) ruble is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Mordovenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Mordovenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Mordovenergo, JSC including shares repurchased from shareholders of Mordovenergo, JSC in accordance to the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Mordovenergo, JSC owned by IDGC of Volga, JSC;

- shares of DGC of Volga, JSC owned by Mordovenergo, JSC.

Registered ordinary shares of Mordovenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Mordovenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Mordovenergo, JSC at the specified date.

Date of securities placement:

Date of the cessation of business activity of Mordovenergo, JSC as recorded in the Unified State Register of Legal Entities

The Issuer does not plan to place securities outside of the Russian Federation, including offering through placement of the respective foreign securities.

Management Body of the Issuer that has approved the decision on additional issue of securities and the Securities Prospectus: Board of Directors of IDGC of Volga, JSC.

Date of making the decision on approval of additional issue of securities and the Securities Prospectus: February 11, 2008.

Date of drawing up and the number of Minutes of the meeting of Management Body of the Issuer at which the decision on approval of additional issue of securities and the Securities Prospectus was made:

Minutes No. 8 of February 12, 2008.

Unplaced portion of the placing shares as stated in the decision on additional issue of securities which makes the additional issue of securities failed: not specified.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the same type, category (class) simultaneously with the present securities offering.

4) On securities placed by conversion of uncertified registered ordinary shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Type, category (class) of securities: ordinary shares

Face value: 0.1 (zero point one) of ruble.

Amount of securities to be placed: 12,953,703,666 shares.

Volume at face value: 1,295,370,366 rubles 60 kopecks.

Form of securities to be placed: uncertified registered.

Information on the person who is responsible for maintaining the register of registered securities of the Issuer is disclosed in the paragraph 10.6 of the Securities Prospectus;

Rights conferred by each security from the issue:

According to the paragraph 6.2 of the Charter of the Issuer, "Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders – owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting;

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3) receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6) receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

The Charter of the Issuer does not impose the restriction on the maximum number of votes given to one shareholder.

Method of securities placement: conversion of uncertified registered ordinary shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Ordinary shares held by shareholders of Penzaenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance to the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Penzaenergo, JSC are converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Penzaenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 142,199,904 shares.

Share conversion ratios:

20349/1853684 of a registered ordinary share of Penzaenergo, JSC with face value of 8 (Eight) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Penzaenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Penzaenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Penzaenergo, JSC including shares repurchased from shareholders of Penzaenergo, JSC in accordance to the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Penzaenergo, JSC owned by IDGC of Volga, JSC;

- shares of DGC of Volga, JSC owned by Penzaenergo, JSC.

Registered ordinary shares of Penzaenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Penzaenergo, JSC at the specified date.

Date of securities placement:

Date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities

The Issuer does not plan to place securities outside of the Russian Federation, including offering through placement of the respective foreign securities.

Management Body of the Issuer that has approved the decision on additional issue of securities and the Securities Prospectus: Board of Directors of IDGC of Volga, JSC.

Date of making the decision on approval of additional issue of securities and the Securities Prospectus: February 11, 2008.

Date of drawing up and the number of Minutes of the meeting of Management Body of the Issuer at which the decision on approval of additional issue of securities and the Securities Prospectus was made:

Minutes No. 8 of February 12, 2008.

Unplaced portion of the placing shares as stated in the decision on additional issue of securities which makes the additional issue of securities failed: not specified.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the same type, category (class) simultaneously with the present securities offering.

5) On securities placed by conversion of uncertified registered preferred class A shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Type, category (class) of securities: ordinary shares

Face value: 0.1 (zero point one) of ruble.

Amount of securities to be placed: 2,713,031,309 shares.

Volume at face value: 271,303,130 rubles 90 kopecks.

Form of securities to be placed: uncertified registered.

Information on the person who is responsible for maintaining the register of registered securities of the Issuer is disclosed in the paragraph 10.6 of the Securities Prospectus;

Rights conferred by each security from the issue:

According to the paragraph 6.2 of the Charter of the Issuer, "Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders – owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting;

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3) receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6) receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

The Charter of the Issuer does not impose the restriction on the maximum number of votes given to one shareholder.

Method of securities placement: conversion of uncertified registered preferred class A shares of Penzaenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Preferred class A shares held by shareholders of Penzaenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance to the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Preferred class A shares of Penzaenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of preferred class A shares of Penzaenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 32,520,096 shares.

Share conversion ratios:

20349/1697604 of a registered preferred class A share of Penzaenergo, JSC with face value of 8 (Eight) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Penzaenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Penzaenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Penzaenergo, JSC including shares repurchased from shareholders of Penzaenergo, JSC in accordance to the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Penzaenergo, JSC owned by IDGC of Volga, JSC;

- shares of DGC of Volga, JSC owned by Penzaenergo, JSC.

Registered preferred class A shares of Penzaenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Penzaenergo, JSC at the specified date.

The Issuer places securities independently of brokers who provide securities placement services and/or of securities placement companies.

Date of securities placement:

Date of the cessation of business activity of Penzaenergo, JSC as recorded in the Unified State Register of Legal Entities

The Issuer does not plan to place securities outside of the Russian Federation, including offering through placement of the respective foreign securities.

Management Body of the Issuer that has approved the decision on additional issue of securities and the Securities Prospectus: Board of Directors of IDGC of Volga, JSC.

Date of making the decision on approval of additional issue of securities and the Securities Prospectus: February 11, 2008.

Date of drawing up and the number of Minutes of the meeting of Management Body of the Issuer at which the decision on approval of additional issue of securities and the Securities Prospectus was made:

Minutes No. 8 of February 12, 2008.

Unplaced portion of the placing shares as stated in the decision on additional issue of securities which makes the additional issue of securities failed: not specified.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the same type, category (class) simultaneously with the present securities offering.

6) On securities placed by conversion of uncertified registered ordinary shares of Orenburgenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Type, category (class) of securities: ordinary shares

Face value: 0.1 (zero point one) of ruble.

Amount of securities to be placed: 51,756,840,992 shares.

Volume at face value: 5,175,684,099 rubles 20 kopecks.

Form of securities to be placed: uncertified registered.

Information on the person who is responsible for maintaining the register of registered securities of the Issuer is disclosed in the paragraph 10.6 of the Securities Prospectus;

Rights conferred by each security from the issue:

According to the paragraph 6.2 of the Charter of the Issuer, "Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders - owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting.

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3) receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6) receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

The Charter of the Issuer does not impose the restriction on the maximum number of votes given to one shareholder.

Method of securities placement: conversion of uncertified registered ordinary shares of Orenburgenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Ordinary shares held by shareholders of Orenburgenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance to the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Orenburgenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Orenburgenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 160,186,596 shares.

Share conversion ratios:

20349/6574832 of a registered ordinary share of Orenburgenergo, JSC with face value of 10 (Ten) rubles is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Orenburgenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Orenburgenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Orenburgenergo, JSC including shares repurchased from shareholders of Orenburgenergo, JSC in accordance to the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with the item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Orenburgenergo, JSC owned by IDGC of Volga, JSC;

- shares of DGC of Volga, JSC owned by Orenburgenergo, JSC.

Registered ordinary shares of Orenburgenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Orenburgenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Orenburgenergo, JSC at the specified date.

Date of securities placement:

Date of the cessation of business activity of Orenburgenergo, JSC as recorded in the Unified State Register of Legal Entities

The Issuer does not plan to place securities outside of the Russian Federation, including offering through placement of the respective foreign securities.

Management Body of the Issuer that has approved the decision on additional issue of securities and the Securities Prospectus: Board of Directors of IDGC of Volga, JSC.

Date of making the decision on approval of additional issue of securities and the Securities Prospectus: February 11, 2008.

Date of drawing up and the number of Minutes of the meeting of Management Body of the Issuer at which the decision on approval of additional issue of securities and the Securities Prospectus was made:

Minutes No. 8 of February 12, 2008.

Unplaced portion of the placing shares as stated in the decision on additional issue of securities which makes the additional issue of securities failed: not specified.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the same type, category (class) simultaneously with the present securities offering.

7) On securities placed by conversion of uncertified registered ordinary shares of Chuvashenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation

Type, category (class) of securities: ordinary shares

Face value: 0.1 (zero point one) of ruble.

Amount of securities to be placed: 11,558,321,461 shares.

Volume at face value: 1,155,832,146 rubles 10 kopecks.

Form of securities to be placed: uncertified registered.

Information on the person who is responsible for maintaining the register of registered securities of the Issuer is disclosed in the paragraph 10.6 of the Securities Prospectus;

Rights conferred by each security from the issue:

According to the paragraph 6.2 of the Charter of the Issuer, "Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders – owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting;

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3) receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6) receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

The Charter of the Issuer does not impose the restriction on the maximum number of votes given to one shareholder. 

Method of securities placement: conversion of uncertified registered ordinary shares of Chuvashenergo, JSC into additional uncertified registered ordinary shares of IDGC of Volga, JSC due to affiliation.

Procedure for securities placement:

Ordinary shares held by shareholders of Chuvashenergo, JSC (including shareholders who voted against reorganization or those who didn't take part in voting on this issue or didn't present their shares for buyout) are subject to conversion into additional shares of IDGC of Volga, JSC in accordance to the procedure and on terms of the Agreement on Affiliation of Volzhskaya IDC, JSC, Mordovenergo, JSC, Penzaenergo, JSC, Orenburgenergo, JSC, and Chuvashenergo, JSC to IDGC of Volga, JSC.

Ordinary shares of Chuvashenergo, JSC shall be converted into additional ordinary shares of IDGC of Volga, JSC.

The number of ordinary shares of Chuvashenergo, JSC subject to conversion into additional ordinary shares of IDGC of Volga, JSC is 739,928,346 shares.

Share conversion ratios:

20349/317869 of a registered ordinary share of Chuvashenergo, JSC with face value of 50 (Fifty) kopecks is convertible to 1 (One) additional ordinary share of IDGC of Volga, JSC with face value of 10 (Ten) kopecks.

If, when calculating the number of shares of IDGC of Volga, JSC to which a shareholder of Chuvashenergo, JSC is entitled due to conversion, the calculated number of shares for a shareholder of Chuvashenergo, JSC is fractional, the fractional number of shares is subject to rounding-off as follows:

- if the value of the figure after the point equals to 5 through 9, "one" is added to the integer and the digits that come after the point are not considered;

- if the value of the figure after the point equals to 0 through 4, only the integer is taken into account and the digits that come after the point are not considered;

- if as a result of rounding-off, a shareholder receives no shares from additional issuance, such shareholder shall receive one ordinary share of IDGC of Volga, JSC.

Not subject to conversion:

- treasury stock of Chuvashenergo, JSC including shares repurchased from shareholders of Chuvashenergo, JSC in accordance to the Article 75 of the Federal Law "On Joint-Stock Companies" and unsold at the moment of conversion in accordance with the item 6 of the Article 76 of the Federal Law "On Joint-Stock Companies";

- shares of Chuvashenergo, JSC owned by IDGC of Volga, JSC;

- shares of DGC of Volga, JSC owned by Chuvashenergo, JSC.

Registered ordinary shares of Chuvashenergo, JSC shall be deemed converted into registered ordinary shares of IDGC of Volga, JSC at the date of the cessation of business activity of Chuvashenergo, JSC as recorded in the Unified State Register of Legal Entities based on the data from the Shareholder Register of Chuvashenergo, JSC at the specified date.

Date of securities placement: Date of the cessation of business activity of Chuvashenergo, JSC as recorded in the Unified State Register of Legal Entities

The Issuer does not plan to place securities outside of the Russian Federation, including offering through placement of the respective foreign securities.

Management Body of the Issuer that has approved the decision on additional issue of securities and the Securities Prospectus: Board of Directors of IDGC of Volga, JSC.

Date of making the decision on approval of additional issue of securities and the Securities Prospectus: February 11, 2008.

Date of drawing up and the number of Minutes of the meeting of Management Body of the Issuer at which the decision on approval of additional issue of securities and the Securities Prospectus was made:

Minutes No. 8 of February 12, 2008.

Unplaced portion of the placing shares as stated in the decision on additional issue of securities which makes the additional issue of securities failed: not specified.

The Issuer does not plan to offer the purchase of, including offering outside the Russian Federation through placement of respective foreign securities, previously placed (outstanding) securities of the same type, category (class) simultaneously with the present securities offering.

9.1.2. Additional information on bonds to be placed

Applicable to all mentioned additional issues: not required to be specified for this type of securities.

9.1.3. Additional information on convertible securities

Applicable to all mentioned additional issues: Securities to be placed are not convertible securities.

9.1.4. Additional information on the Issuer's options to be placed

Applicable to all mentioned additional issues: not required to be specified for this type of securities.

9.1.5. Additional information on mortgage-backed bonds to be placed

Applicable to all mentioned additional issues: not required to be specified for this type of securities.

9.1.6. Additional information on Russian Depositary Receipts to be placed

Applicable to all mentioned additional issues: not required to be specified for this type of securities.

9.2. Price (pricing procedure) of issue securities to be placed

Applicable to all mentioned additional issues: not required to be specified for this method of placement.

9.3. Information on preferential rights to acquire issue securities to be placed

Applicable to all mentioned additional issues: Preferential rights to acquire securities to be placed: No.

9.4. Information on restrictions on purchase and circulation of issue securities to be placed

Applicable to all mentioned additional issues:

Restrictions imposed by the Issuer on the number of shares owned by one shareholder or the amount of their face value in accordance to the Charter of the Issuer: No.

Restrictions imposed on potential non-resident buyers, including restrictions on the portion of non-residents' share in the authorized capital of the Issuer in accordance to the laws of the Russian Federation and the Charter of the Issuer: No.

According to the Federal Law "On Securities Market" and the Federal Law "On the Protection of the Rights and Legitimate Interests of Investors on the Securities Market", the following activities are prohibited:

- circulation of securities before they are fully covered and the securities placement report receives state registration;

- advertising and/or offering to general public the securities of the Issuers who do not disclose information in the scope and procedure provided in the laws of the Russian Federation on securities and bylaws of the Federal Executive Body governing securities market.

Other restrictions on the circulation of securities to be placed imposed by the laws of the Russian Federation, Constituent Documents of the Issuer.

9.5. Information on the changes in prices for issue securities of the Issuer

Applicable to all mentioned additional issues: the Issuer's securities of the same type as the securities to be placed were not admitted to stock exchange trading by any of trade organizers.

9.6. Information on organizations that provide services for the arrangement of placement and/or placement of issue securities

Applicable to all mentioned additional issues: the Issuer places securities independently of organizations that provide services for securities placement and/or arrangement of placement.

9.7. Information on the range of potential buyers of issue securities

Applicable to all mentioned additional issues: not required to be specified for this form of placement.

9.8. Information on securities trade organizers and stock exchanges where issue securities are expected to be placed and/or traded

Applicable to all mentioned additional issues:

Shares from the present additional issues are not placed through public offering arranged by a stock exchange or other securities trade organizer.

The shares from the issue in relation to which the securities to be placed represent additional issue are not traded on a stock exchange or through other securities trade organizer.

9.9. Information on possible changes in the portion of share of shareholders in the authorized capital of the Issuer due to the placement of issue securities

Applicable to all mentioned additional issues in relation to which the Securities Prospectus is registered:

Mentioned amount is calculated by the Issuer assuming that all placing securities will be placed.

The amount by which a shareholder's participation share may be changed in relation to the amount of the Issuer's authorized capital at the approval date of the Securities Prospectus: 100% share of the Issuer's shareholder, RAO UES of Russia, may be reduced to 50.4%.

The amount by which a shareholder's participation share may be changed in relation to the amount of the Issuer's outstanding shares of the same category (class) at the approval date of the Securities Prospectus: 100% share of the Issuer's shareholder, RAO UES of Russia, may be reduced to 50.4%.

The Issuer does not have outstanding securities convertible to shares or options.

9.10. Information on expenses related to the issue of securities

Applicable to all mentioned additional issues:

	Expense item name 
	Amount of expenses

	
	rubles
	% of the amount of securities to be placed at face value:

	Amount of paid statutory duty levied in accordance to the laws of the Russian Federation on taxes and duties related to the issue of securities
	77,000
	0.00043

	Amount of expenses of the Issuer related to paying fees to consultants who are taking part (took part) in the arrangement and carrying out the issue of securities as well as organizations that are providing services for placement and/or arrangement of the securities placement to the Issuer 
	No
	No

	Amount of expenses of the Issuer related to the admission of the Issuer's securities to stock exchange trading by trade organizers, including listing of the Issuer's shares on a stock exchange
	No
	No

	Amount of expenses of the Issuer related to information disclosure during the issue of securities including expenses on making brochures and other printing materials related to the issue of securities
	53,000
	0.000297

	Amount of expenses of the Issuer related to the advertising of placing securities, conducting market (marketing) research, arranging and holding the meetings with investors and presentation of placing securities (road-shows)
	No
	No

	Other expenses of the Issuer related to the issuer of securities
	No
	No

	Total, overall amount of the Issuer's expenses related to the issue of securities:
	130,000
	0.000728


 

Expenses related to the issue of securities are covered by the Issuer independently of third parties.

9.11. Information of methods of refunds of funds received in payment of placing securities should the issue (additional issue) of securities is declared failed or void as well as in other cases stipulated in law of the Russian Federation

Applicable to all mentioned additional issues: not required to be specified for this method of placement.

X. Additional information on the Issuer and issue securities placed by the Issuer

10.1. Additional Information on the Issuer

10.1.1. Information on the amount and structure of authorized (stock) capital (mutual fund) of the Issuer:

The amount of authorized (stock) capital (mutual fund) of the Issuer at the approval date of the Securities Prospectus: 10,000,000 (Ten million) rubles

Total face value of shares of each category:

Total face value of ordinary shares: 10,000,000 (Ten million) rubles
Total face value of preferred shares: the Issuer has not issued preferred shares.

Portion of shares of each category in the authorized capital of the Issuer:

Portion of ordinary shares in the authorized capital of the Issuer: 100%

Portion of preferred shares in the authorized capital of the Issuer: 0%

The Issuer's shares are not traded outside of the Russian Federation through conversion of securities of foreign issuers who can confirm their rights for the Issuer's shares in compliance with foreign law.

10.1.2. Information on changes in the amount and structure of authorized (stock) capital (mutual fund) of the Issuer:

Since the date of state registration of the Issuer until the approval date of the present Securities Prospectus, the authorized capital of the Issuer stayed unchanged.

10.1.3. Information on accumulation and use of reserve fund and other funds of the Issuer

Information is not provided because the Issuer is registered as legal person on 29.06.2007 and has been performing its business activity for less than one closed fiscal year.

10.1.4. Information on the procedure for convening and holding the meeting (session) of the top Management Body of the Issuer

Top Management Body of the Issuer: General Shareholders' Meeting

Procedure for notification of shareholders (stockholders) on holding the meeting (session) of the top Management Body of the Issuer:

Given that all voting shares of the Issuer are currently owned by the sole shareholder, in accordance to the item 3 of the Article 47 of the Federal Law "On Joint-Stock Companies", the provisions provided in the Federal Law "On Joint-Stock Companies" on the procedure and terms for arrangement, convening and holding General Shareholders' Meeting are not applied, excluding the provisions related to the period of holding General Shareholders' Meeting; decisions on matters related the responsibilities of General Shareholders' Meeting are made by the sole shareholder individually and in writing.
According to the paragraph 11.1 of the Charter of the Issuer, over the period when RAO UES of Russia owns 
100 percent of voting shares of the Issuer, decisions on matters related to the responsibilities of the General Shareholders' Meeting of the Company are made by the Management Board of RAO UES of Russia and communicated to the Company in the procedure provided in the Regulations and Policies of RAO UES of Russia governing the activity of the Management Board of RAO UES of Russia.
Persons (bodies) which have the right to convene (demand convening) an unscheduled meeting (session) of the top Management Body of the Issuer and the procedure for forwarding (requesting) such demands:

According to the paragraph 11.2 of the Charter of the Issuer, unscheduled General Shareholders' Meeting shall be held by the decision of the sole shareholder (authorized management body of the shareholder) based on its own initiative, by the decision of the Board of Directors, upon demand of the Audit Commission of the Company or the Auditor of the Company.
Procedure for setting the date of meeting (session) of the top Management Body of the Issuer:

According to the Article 11 of the Charter of the Issuer,

within the period of not earlier than two months prior to and not later than six months after the end of fiscal year, General Shareholders' Meeting shall make decisions on the following matters (annual General Shareholders' Meeting of the Company):
· on election of the Board of Directors of the Company;
· on election of the Audit Commission of the Company;
· on appointment of the Auditor of the Company;
· on approval of annual reports, annual accounting reports including profit and loss statement (profit and loss account) of the Company as well as allocation of profit (including dividend payout (announcement), excluding profit allocated as dividends based on results of the first quarter, the first half, first nine months of fiscal year) and losses of the Company based on the results of fiscal year.
General Shareholders' Meetings held additionally to the annual Meeting are unscheduled.

General Shareholders' Meeting convened by the decision of the Board of Directors of the Company, upon demand of the Audit Commission of the Company or the Auditor of the Company shall be held within 40 (Forty) days from the date of presenting the demand on holding an unscheduled General Shareholders' Meeting of the Company.

Persons who have the right to put forward suggestions for the agenda of the meeting (session) of the top Management Body of the Issuer and the procedure for putting forward such suggestions:

The Charter of the Issuer does not provide the regulations which determine the list of persons who have the right to put forward suggestions for the agenda of the meeting (session) of the top Management Body of the Issuer and the procedure for putting forward suggestions for the agenda of the meeting (session) of the top Management Body of the Issuer.

Procedure for putting forward suggestions for the agenda of General Shareholders' Meeting is regulated by the Article 53 of the Federal Law "On Joint-Stock Companies":

"Shareholders (shareholder) who own not less than 2 percent of voting shares of the Company in total are entitled to put forward suggestions for the agenda of the annual General Shareholders' Meeting and nominate candidates for the Board of Directors (Supervisory Council), Collegial Executive Body, Audit Commission (Auditors) and Counting Commission of the Company in the number not exceeding the number of members of the respective body as well as a candidate for the position of the Sole Executive Body. Such suggestions shall be forwarded to the Company not later than 30 days from the end date of fiscal year.

Should suggested agenda of unscheduled General Shareholders' Meeting contains the matter on election the members of the Board of Directors (Supervisory Council), shareholders (shareholder) who own not less than 
2 percent of voting shares of the Company in total are entitled to nominate candidates for the Board of Directors (Supervisory Council) in the number not exceeding the number of members of the Board of Directors (Supervisory Council) of the Company. Such suggestions shall be forwarded to the Company not later than 
30 days prior to the date of holding unscheduled General Shareholders' Meeting.

Suggestions on putting forward matters for the agenda of General Shareholders' Meeting and suggestions on nomination of candidates shall be presented in writing stating the name (name of organization) of shareholders (shareholder) initiating such suggestions, the amount and category (class) of shares owned by them and shall be signed by shareholders (shareholder).

Suggestion on putting forward matters for the agenda of General Shareholders' Meeting shall contain the written statement of each suggested matter and the suggestion on nominating candidates shall provide a name and the data from the identity document (series and (or) the number of document, date and place of issue and the name of issuing body) of each nominated candidate, the name of a body which the candidate is nominated for as well as other data required by the Charter or Regulations and Policies of the Company. Suggestion on putting forward matters for the agenda of General Shareholders' Meeting may contain the written statement of decision on each suggested matter.

Board of Directors (Supervisory Council) of the Company has no rights to change written statement of matters suggested for the agenda of General Shareholders' Meeting as well as to written statements of decisions on such matters.

Besides the matters put forward for the agenda of General Shareholders' Meeting as well as in case of absence of such suggestions, the absence or insufficient number of candidates suggested by shareholders to form the respective body, the Board of Directors (Supervisory Council) has the right to put matters or candidates on the agenda of General Shareholders' Meeting at their own option.

Persons who have the right to access the information (materials) provided for the arrangement and holding the meeting (session) of the top Management Body of the Issuer refer to persons who have the right to participate in General Shareholders' Meeting. The list of persons who have the right to participate in General Shareholders' Meeting is compiled in compliance with the requirements of the Article 51 of the Federal Law "On Joint-Stock Companies".

According to the Article 52 of the Federal Law "On Joint-Stock Companies", within 20 days, and in case of holding the General Shareholders' Meeting to discuss the matter on reorganization of the Company, within 
30 days prior to holding the General Shareholders' Meeting, the persons who have the right to participate in the General Shareholders' Meeting shall be provided with information at the office of Executive Body of the Company or other places at addresses stated in the notice on holding the General Shareholders' Meeting. Mentioned information (materials) shall be available to persons who participate in the General Shareholders' Meeting during the holding of the Meeting.

The procedure for providing information (materials) on the matters of agenda of the General Shareholders' Meeting to the persons who have the right to participate in the General Shareholders' Meeting and scope of such information (materials) is determined by the decision of the Board of Directors of the Company.

The Company shall provide copies of mentioned documents to a person who has the right to participate in the General Shareholders' Meeting upon request of such person. Fee charged by the Company for providing such copies shall not exceed expenses for making such copies.

Procedure for announcement (communication to shareholders (stockholders) of the Issuer) of decisions made by the top Management Body of the Issuer and voting results:

Given that all voting shares of the Issuer are currently owned by the sole shareholder, in accordance to the item 3 of the Article 47 of the Federal Law "On Joint-Stock Companies", the provisions provided in the Federal Law "On Joint-Stock Companies" on the procedure and terms for arrangement, convening and holding General Shareholders' Meeting are not applied, excluding the provisions related to the period of holding General Shareholders' Meeting; decisions on matters related the responsibilities of General Shareholders' Meeting are made by the sole shareholder individually and in writing.
According to the paragraph 4 of the Article 62 of the Federal Law "On Joint-Stock Companies" of 26.12.95, 
No. 208-FZ, the decisions made by the General Shareholders' Meeting and voting results shall be announced at the General Shareholders' Meeting during which the voting took place, or communicated to the persons who are on the list of persons who have the right to participate in the General Shareholders' Meeting in the form of voting results report and in the procedure provided for notifying on the holding of the General Shareholders' Meeting not later than 10 days from the date of drawing up the Minutes on voting results. According to the paragraph 1 of the Article 63 of the mentioned Law, the Minutes of General Shareholders' Meeting shall be drawn up not later than 15 days from the closing of General Shareholders' Meeting in two copies. Both copies shall be signed by the Chairman of the General Shareholders' Meeting and the Secretary of the General Shareholders' Meeting.

10.1.5. Information on commercial organizations in which the Issuer owns not less than 5 percent of the authorized (stock) capital (mutual fund) or not less than 5 percent of ordinary shares.

At the approval date of the Securities Prospectus, the Issuer does not own stocks (shares) in the authorized capital of commercial organizations.

10.1.6. Information on major transactions made by the Issuer

The Issuer did not make major transactions (groups of associated transactions) which amount of liabilities makes up 10 percent and more of the book value of the Issuer's assets as estimated based on the data of the Issuer's accounting reports as of the last reporting period before making the transaction.

10.1.7. Information on credit ratings of the Issuer

The Issuer and/or securities of the Issuer were not assigned a credit rating.

10.2. Information on each category (class) of shares of the Issuer:

1. Category of shares: registered ordinary
Face value of each share: 0.1 (zero point one) of ruble.

Number of outstanding shares (number of shares which are not redeemed or cancelled): 100,000,000 (One hundred million) shares.

Number of additional shares which are in the process of placement (number of shares from additional issue in relation to which the placement report has not received state registration): 0 (zero) shares.
Number of authorized shares: 178,515,200,000 shares.
Number of balance sheet shares: no such shares.

Number of additional shares which can be placed due to conversion of previously placed securities convertible to shares or due to meeting liabilities for options of the Issuer: no such shares.

State registration number and the date of state registration of the issue (state registration date of the placement report):

state registration number: 1-01-04247-E

state registration date of the issue: 10.10.2007

state registration date of the placement report: 10.10.2007

Registering Authority that registered the issue and the placement report Regional Branch of the Russian Federal Securities Commission in the South Volga Region.

Rights conferred by shares to their owners:

These rights are provided in the paragraph 6.2 of the Article 6 of the Charter of the Issuer:

"6.2. Each registered ordinary share of the Company grants a shareholder – its owner – the equal scope of rights.

Shareholders – owners of registered ordinary shares of the Company have the right to:

1) participate in the General Shareholders' Meeting personally or by proxy and vote on all matters assigned to the responsibility of the General Shareholders' Meeting;

2) put forward suggestions for the agenda of the General Shareholders' Meeting in the procedure provided in laws of the Russian Federation and the present Charter;

3)  receive information on the Company's activities and access documents of the Company in accordance to the Article 91 of the Federal Law "On Joint-Stock Companies", other bylaws and the present Charter;

4) receive dividends announced by the Company;

5) pre-emptive purchase of shares and issue securities convertible to shares placed through subscription in the amount equal to the number of ordinary shares owned in cases provided in laws of the Russian Federation;

6)  receive the part of the Company's assets in case of the liquidation of the Company;

7) exercise other rights, provided in laws of the Russian Federation and the present Charter.

2. Category of shares: registered preferred the Issuer did not issue such shares.

Other information on shares: No.
10.3. Information on previous issues of securities of the Issuer other than shares of the Issuer:

The Issuer did not previously issued securities other than shares of the Issuer.

10.4. Information on person (persons) who pledged collateral for issued bonds

Such information is not available because the Issuer did not issue bonds or options.

10.5. Conditions of ensuring the fulfillment of obligations for issued bonds

Such information is not available because the Issuer did not issue bonds or options.

10.6. Information on organizations that maintain records of rights for issue securities of the Issuer

Full business name: "Central Moscow Depository", Joint-Stock Company
Abbreviated business name: CMD, JSC
Location: 3 Orlikov Alley, building В, Moscow 107078
License for maintaining the register of issue securities:

License number: 10-000-1-00255
Date of issue: 13.09.2002
Validity period: indefinite
License Issuing Body: Russian Federal Securities Commission
Mail address: 34 Bolschaya Pochtovaya Street, building 8, Moscow, 105082
Telephone, fax: (495) 221-13-33, 221-13-83

E-mail: info@mcd.ru
Internet page: http://www.mrsk-sib.ru
10.7. Information on statutes regulating imports and exports of capital which may affect payment of dividends, interests and other charges to non-residents

List of regulations governing imports and exports of capital which may affect payment of dividends, interests and other payments to non-residents:

1. Civil Code of the Russian Federation (Part I) of 30.11.1994 No. 51-FZ;

2. Tax Code of the Russian Federation, Part I of 31.07.1998 No. 146-FZ (with subsequent amendments and additions);

3. Tax Code of the Russian Federation, Part II of 05.08.2000, No. 117-FZ (with subsequent amendments and additions);

4. Customs Code of the Russian Federation of 28.05.2003 No. 61-FZ (with subsequent amendments and additions);
5. Federal Law "On Securities Market" of 22.04.1996 No. 39-FZ (with subsequent amendments and additions);

6. Federal Law "On Securities Market" and the Federal Law "On the Protection of the Rights and Legitimate Interests of Investors on the Securities Market" of 05.03.1999, No. 46-FZ (with subsequent amendments and additions);

7. Federal Law "On Foreign Investments in the Russian Federation" of 09.06.1999 No. 160-FZ (with subsequent amendments and additions);
8. Federal Law "On Investment Activity in the Russian Federation Realized in the Form of Capital Investments" of 25.02.1999, No. 39-FZ (with subsequent amendments and additions);
9. Federal Law "On Prevention of Legalization (Laundering) of Illegally Received Income and Terrorist Financing" of 07.08.2001, No. 115-FZ (with subsequent amendments and additions);

10. Federal Law "On the Legal Status of Foreign Citizens in the Russian Federation" of 25.07.2002, No. 115-FZ (with subsequent amendments and additions);

11. Federal Law "On Insolvency (Bankruptcy)" of 26.10.2002, No. 127-FZ (with subsequent amendments and additions);

12. Federal Law "On Currency Regulation and Currency Control" of 10.12.2003 No. 173-FZ (with subsequent amendments and additions);

13. Federal Law "On Central Bank of the Russian Federation (Bank of Russia)" of 10.07.2002, No. 86-FZ (with subsequent amendments and additions);
14. International Treaties of the Russian Federation on Avoiding Dual Taxation.
10.8. Description of the procedure for the taxation of income from placed and placing issue securities of the Issuer

Taxation of income from placed and placing issue securities of the Issuer is regulated by the Tax Code of the Russian Federation (hereinafter referred to as TC) and other regulations of the Russian Federation adopted in compliance with the Tax Code of the Russian Federation.
TAX RATES

	
	Legal Persons
	Natural Persons

	Type of Income
	Residents
	Non-residents
	Residents
	Non-residents

	Income from sale of securities
	24% (out of which: Federal budget: 6.5%;
Budget of constituent entity: 17.5%)
	20%
	13%
	30%

	Income from dividends
	9%
	15%
	9%
	30%


PROCEDURE FOR TAXATION FOR NATURAL PERSONS.

Type of tax: income tax.
There are following types of source income in the Russian Federation:

· dividends and interests received from Russian business organization as well as interests received from Russian self-employed persons and (or) foreign business organization in connection with the activity of its permanent representative office in the Russian Federation;

· income from sale of shares or other securities in the Russian Federation as well as stocks in the authorized capital of organizations.

Tax base.

Taxpayer's income received as pecuniary benefit refers to pecuniary benefit received from purchase of securities. Tax base is calculated as the surplus resulted from the difference between the market value of securities calculated factoring in the threshold level of fluctuations in the market price of securities and the amount of actual expenses of the taxpayer for the purchase of these securities. Procedure for calculating the market price of securities and the threshold level of fluctuations in market price of securities is provided by the Federal Body governing the securities market.

When calculating the tax base for income from transactions with securities, the tax base includes income received from the following transactions:

· purchase and sale of securities traded in the organized stock market;

· purchase and sale of securities not traded in the organized stock market.

Income (loss) from purchase and sale of securities is calculated as the difference between the amount of income received from sale of securities and documented expenses for the purchase, sale and custody of securities incurred by the taxpayer, or pecuniary deductions deductible from the income from purchase and sale transaction.

Mentioned expenses include:

· sums paid to the seller under agreement;

· fees paid for services provided by depositary;

· commissions paid to securities market professionals, discount paid (reimbursed) to the managing company of the mutual investment fund when investor sells (redeems) its mutual fund in the investment mutual fund determined in compliance with the procedure provided in the laws of the Russian Federation on investment funds;

· exchange charge (commission);

· fees paid to the Registrar;

· other expenses directly related to purchase, sale and custody of securities paid for services provided by securities market professionals within their professional activities.

Income (loss) from purchase and sale of securities traded in the organized stock market is decreased (increased) by the amount of interest paid for the use of funds raised to finance the transaction of purchase and sale of securities within the sum calculated based on existing discount rate of the Central Bank of the Russian Federation.

For transactions with securities traded in the organized stock market, the amount of loss is calculated based on the threshold level of fluctuations in the market price of securities.

Securities traded in the organized stock market include securities admitted for trading at trade organizers who hold the license issued by the Federal Body governing the securities market.

Market quotation of a security traded in the organized stock market refers to a weighted average price of a security based on the number of transactions made during the trading day through a trade organizer. If the same security was traded through two or more trade organizers, the taxpayer is entitled to independently choose the market quotation of one of trade organizers. Should a trade organizer does not calculate a weighted average price, such price shall refer to the half of sum resulting from adding up the maximum and minimum price of transactions made during the trading day through this trade organizer.

If taxpayer's expenses for purchase, sale and custody of securities cannot be directly recognized as expenses for purchase, sale and custody of securities, the mentioned expenses shall be distributed proportionally to the cost estimate of securities which mentioned expenses are associated with. Cost estimate of securities is calculated at the date when these expenses are incurred.

Losses from transactions with securities traded in the organized stock market incurred from mentioned transactions which were made within tax period are deductible from the tax base for the transactions on purchase and sale of securities of this category.

Income from transactions on purchase and sale of securities which are not traded in the organized stock market but, at the date of their purchase, met the requirements provided for the securities traded in the organized stock market may be decreased by the amount of loss received during the tax period from the transactions on purchase and sale of securities traded in the organized stock market.

Date of actual receiving of income:

· date of payment of income including transferring the income to the taxpayer's bank account or bank accounts of third parties by his order if income is received in monetary form;

· date of purchase of securities.

Tax base for transactions on purchase and sale of securities and transactions with forward contracts and futures is calculated at the end of tax period. Calculation and payment of taxes are made by a tax agent at the end of tax period or prior to the end of subsequent tax period when tax agent pays an income to the taxpayer.

When the tax agent pays an income prior to the end of subsequent tax period, taxable income is equal to the actual amount of income paid. The portion of income is defined as the product of the total amount of income multiplied by the ratio of the amount of income to the cost estimate of securities determined at the day of payment of income in relation to which the tax agent plays the role of a broker. When income is paid to a taxpayer more than once during the tax period, the calculation of tax amount is made on an accrual basis deducting previously paid tax amounts.

Cost estimate of securities is calculated based on incurred and documented expenses for the purchase of these securities.

Payment of income refers to payment in cash, transfer to a bank account of a natural person or to a bank account of a third person by order of the natural person.

Should accrued tax cannot be deducted at source, tax agent (broker, trustee in bankruptcy or other person acting under the trust agreement, commission agreement, other agreement for the benefit of taxpayer) shall notify the local tax authority on the impossibility to make the mentioned deduction and the amount of accrued taxes of the taxpayer in writing within one month from the date of occurrence of this circumstance. In this case, the amount of tax shall be paid in accordance to the Article 228 of TC.

PROCEDURE FOR TAXATION FOR LEGAL PERSONS.

Type of tax: income tax.

Income include:

· revenue from transfer of property rights (revenue from sales);

· non-operating income such as interests on securities and other debt instruments and/or from ownership interest in other organizations.

Tax base.

Taxpayer's income from transactions on sale or other disposal of securities (including redemption) is calculated based on a selling price or disposal price.

Expenses for sale (other disposal) of securities are calculated based on an acquisition price of a security (including acquisition expenses), selling expenses, the amount of discounts off calculated value of mutual funds.

Securities shall be deemed as traded in the organized stock market provided the following requirements are simultaneously met:

1) if they have been admitted to trading by at least one trade organizer who is entitled to do so in accordance with national laws;

2) if the information on their price (quotation) is available in mass-media (including electronic mass media) or can be provided by a trade organizer or by other authorized person to any interested party within three years from the date of transaction with securities;

3) if their market quotation is calculated, when it is stipulated in the respective national laws.

Market price of securities traded in the organized stock market for the taxation purposes refers to an actual selling price or disposal price of securities if this price stays within the interval between the minimum and the maximum price of transactions (price interval) with mentioned security registered by a trade organizer at the date of making such transaction. In case of sale of securities traded in the organized stock market at a price lower than the minimum price of transactions in the organized stock market, the minimum price of the transaction in the organized stock market is accepted when calculating the financial result.

As for securities which are not traded in the organized stock market, actual selling price or disposal price shall be accepted for the taxation purposes, provided that at least one of the following requirements is met:

1) if actual price of the respective transaction is in the price interval for similar (identical, same-class) security registered by a trade organizer as at the date of making the transaction or at the date of the last trading session closed prior to the date of making such transaction if trading for these securities took place at a trade organizer at least once during the past 12 months;

2) if the variation in actual price is within 20 percent upward or downward of a weighted average price for similar (identical, same-class) security as calculated by a trade organizer in compliance with rules laid down by him and based on results of the trading session at the date of making such transaction or at the date of the last trading session closed prior to the date of making such transaction if trading for these securities took place at a trade organizer at least once during the past 12 months.

Tax base for transactions with securities shall be determined by a taxpayer individually, excluding the tax base for transactions with securities which shall be determined by securities market professionals. Taxpayers (excluding securities market professionals who perform dealing activities) shall also determine the tax base for transactions with securities which are traded in the organized stock market and the tax base for transactions with securities which are not traded in the organized stock market separately.

In case of sale or other disposal of securities, taxpayer shall choose, individually and in accordance to accepted accounting policies for taxation purposes, one of the following methods of recognizing the cost of sold securities as expenses:

1) based on the value of those first acquired (FIFO);

2) based on the value of those last acquired (LIFO);

3) based on the value of a unit.

According to accounting policies of the Issuer, recognizing the cost of disposed securities is made based on the value of a unit.

Taxpayers who received a loss (losses) from transactions with securities in the previous tax period or in the previous tax periods are entitled to reduce their tax base for transactions with securities in the reporting (tax) period (carry forward mentioned losses) in the procedure and on the terms provided in the Article 283 of TC.

In this case, losses from transactions with securities which are not traded in the organized stock market received in the previous tax period (previous tax periods) can be deducted from the tax base for transactions with such securities as calculated in the reporting (tax) period. Losses from transactions with securities which are traded in the organized stock market received in the previous tax period (previous tax periods) can be deducted from the tax base for transactions on sale of this category of securities.

During tax period, carrying forward losses incurred in the respective reporting period from transactions with the securities traded in the organized stock market and the securities not traded in the organized stock market shall be made separately for mentioned categories of securities and, accordingly, within the amount of income received from transactions with such securities.

In case a tax agent pays an income to a foreign organization which, in accordance to international treaties (agreements) is taxable at reduced rates in the Russian Federation, the calculation and deduction of income tax amount shall be made by the tax agent at the respective reduced rates provided that the foreign organization presents a confirmation provided in the item 1 of the Article 312 of the TC of RF to the tax agent.

When applying the provisions of the international treaties of the Russian Federation, the foreign organization shall provide a tax agent who pays an income a confirmation that this foreign organization is permanently based in the country with which the Russian Federation has an international treaty (agreement) that governs taxation issues and which shall be certified by an authorized body of the respective foreign country. In case such confirmation is drawn up in foreign language, the tax agent shall be provided with a version translated into Russian language.

When foreign organization entitled to receive an income presents the confirmation to the tax agent who pays an income prior to the payment of income in relation to which an international treaty of the Russian Federation provides tax benefits, such income shall be released from tax deduction at source or tax deduction at source at reduced rates.

Tax amount withheld from the income of foreign organizations shall be transferred by a tax agent to the federal budget simultaneously with the payment of income either in the currency of such income or in the currency of the Russian Federation at the official exchange rate of the Central Bank of the Russian Federation at the date of the transfer of such tax.

10.9. Information on announced (accrued) and paid dividends on shares of the Issuer and income from bonds of the Issuer

The Issuer is registered as legal person on 29.06.2007. The Issuer did not announce or accrue dividends on shares.

The Issuer did not issue bonds and, therefore, did not pay income from bonds over the period of its activity.

10.10. Other information

Appendixes to the present Securities Prospectus include:

· Accounting policy of the Issuer for 2007;

· Accounting (financial) reports for 9 months of 2007 (last closed reporting period preceding the approval date of the Securities Prospectus) including the Audit Opinion.

There is no other information on the Issuer and securities of the Issuer which should be disclosed in accordance to the Federal Law "On Securities Market" or other Federal Laws.

APPENDIX I. Accounting Policy of the Issuer for 2007.
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1. ORGANIZATIONAL AND TECHNICAL ASPECTS OF ACCOUNTING POLICY
The present regulation is drawn up in compliance with the system of accounting, financial and tax laws of the Russian Federation applicable at September 1, 2007 and based on expert opinions and views of:
· personnel of IDGC of Volga, JSC;
· accounting department supervisors of the Company;
· those responsible for providing detailed and accurate information on the Company's activities and its property status.
The Regulation serves to:
· declare major assumptions, requirements and approaches for organization and maintenance of accounting process (including preparation accounting reports);

· provide integrated methodology for accounting in the Company;

· provide the integrity of prepared financial (accounting) reports;

· provide the generation of detailed and accurate data on such taxable items as income, expenses, property, property rights, liabilities and business operations of the Company the value of which comprises the tax base for the current reporting (tax) period;

· provide information for internal and external users to ensure the supervision over the accuracy of calculation and the promptness of payment of taxes to budgets, taking into consideration the organizational and industry specifics of the Company;
· ensure the providing of full and accurate information for generating actual data in the budget management system.
The present provisions of the typical accounting policy are binding for:
· supervisors and employees of all structural units, agencies and departments of the Company responsible for prompt providing the accounting department with primary accounting documents and other reporting information;

· supervisors and employees of all agencies and departments responsible for prompt and reasoned working out, revising and communicating the regulatory and reference information to executing departments (including accounting department);

· employees of accounting department responsible for prompt and proper carrying out of all accounting functions and preparation of accurate accounting reports.
Other regulations of the Company should not contradict the provisions of the present Accounting Policy.
1.1. Procedures and goals of accounting
1. General Director of IDGC of Volga, JSC is responsibly for accounting organization and submitting of accurate accounting reports of the Company, compliance with laws when performing business operations and ensuring the compulsory audit.
2. To ensure the maintaining of accounting records and tax accounting and preparation of accounting and tax reports of the Company:
· accounting department is established, which is supervised by the Chief Accountant who is directly subordinated to the Director of the Company (and is functionally subordinated to Deputy General Director for Economy and Finance).
Chief Accountant is responsible for defining the accounting policy, the maintenance of accounting records and the prompt preparation of full and accurate accounting reports. Chief Accountant ensures the supervision over the flow of assets and liabilities, the recording of revenue and expenses, the preservation and accumulation of capital and the fulfillment of obligations of the Company. In addition, Chief Accountant's requests for documenting business operations and submitting all required documents and information to accounting department are binding for all employees of the Company.
3. The organizational structure of accounting department of the Company is similar to the management organizational structure of the Company. Accounting department of the Company consists of the methodology unit, the accounting and settlements unit, the RAS and IFRS unit and the tax accounting unit.
1.2. Forms of primary accounting documents and document flow procedures

4. Accounting records are made based on primary accounting documents which establish the fact of making business transactions.

5. Primary
 accounting documents shall be accepted for accounting purposes if they are drawn up:

· in accordance to the unified forms for primary accounting documents;
· in accordance to the forms approved by the Director of the Company or by persons authorized by the Director, and are used after they have been adopted as an appendix to the present regulation. These forms of primary accounting documents shall include the following compulsory details: 
- name of document;

- date of document;

- name of organization which draws up the document;

- subject of transaction;

- measuring units of transaction in physical and monetary terms;

- positions of persons responsible for making a transaction and the accuracy of its documenting;

- personal signature of mentioned persons.
Primary and consolidated accounting documents
 generated by using software programs shall be accepted for accounting purposes if such documents are presented in hard copy and contain the compulsory details.

Legal force of the documents retained, processed and transferred using automated information and communication systems can be validated by electronic digital signature. Legal force of electronic digital signature shall be recognized provided that the automated information and communication system features software and hardware tools which ensure the signature identification and such tools are used in compliance with use requirements.

6. Primary accounting documents received by accounting department shall be examined.

Examination is carried out for the form (completeness, accuracy, details) and the contents (legal validity of documented transactions, logical coherence of data).

Primary accounting documents shall be compiled at the moment of making a transaction and if this is not possible, it shall be done immediately after the end of transaction.

When accepting primary accounting documents for accounting purposes, the verification for the authority of the signatories shall be performed. List of persons entitled to sign primary accounting documents shall be approved by the Director of the Company upon consultation with the Chief Accountant.

7. The flow of primary documents in the Company (compilation or receipt from other companies, institutions or organizations, the flow among structural units, acceptance for accounting purposes, processing and transfer to archive – document flow) is regulated by the document flow chart
. This document flow chart shall be approved by the Director of the Company.

8. The Company shall retain
 primary accounting documents, ledgers and accounting reports within the period provided in the Regulations and Policies of the Company but not less than for five years.

Chart
 of accounts and other documents related to accounting policy, coding procedures, automated data processing software (stating the period of their use), accounting notes on making changes to accounting records or accounting reports shall be retained by the Company not less than for five years after the year when these documents were used for preparation of accounting reports.

Organization of retention6of accounting documents and accounting ledgers is assigned to the responsibility of the Director of the Company.

1.3. Procedure and period for preparing accounting reports

9. Accounting reports shall be prepared based on data in accounting ledgers. To ensure the responsibility of employees of accounting department, accounting ledgers shall be printed and signed by persons who maintain7 them on a quarterly basis. These persons are responsible for the accuracy8 of recording business transactions in accounting ledgers.

10. The Company shall provide interested parties with accounting reports which reflect the structure of the Company's assets and liabilities, income and expenses in the scope9 and procedure provided in the Law "On Accounting".

11. Accounting reports shall be signed by the Director and the Chief Accountant of the Company.

Annual accounting reports shall be approved by the decision of the Annual General Shareholders'10 Meeting of the Company.

12. Interim accounting reports11 of the Company shall be prepared within 30 days from the end date of the quarter, while annual reports shall be prepared within 90 days from the end of year.

13. Accounting records for assets, liabilities and business transactions of the Company shall be denominated in rubles12 and kopecks. Accounting reports shall use thousands of rubles.

14. Major sections in the explanatory note are provided in the paragraph 4 of the Article 13 of the Federal Law "On Accounting" of November 21, 1996 No. 129-FZ. Namely:

· information on organization, 

· financial standing of organization,

· comparability of data for accounting period with previous accounting periods, 

· evaluation methods and major items of accounting reports:

- for intangible assets and R&D;

- for fixed assets and interest-bearing investments;

- for inventories;

- for financial investments;

- for borrowings;

- for income tax calculation;

- for exchange rate difference;

- for events after reporting date;

- for contingencies;

- for discontinued operations;

- affiliates;

- for government support;

- for segments.

· facts of non-application of accounting standards,

· changes to accounting policy for the next reporting year.
6 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 3 of the Article 17.
7 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 2 of the Article 10.

8 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 2 of the Article 10.

9 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 2 of the Article 13.
10 The Federal Law "On Accounting" of 26.12.1996 No. 208-FZ (as amended of 05.02.2007), the paragraph 11 of the Article 48. 

11 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 2 of the Article 15. 

12 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 1 of the Article 8.
The composition of explanatory note can be different if information in various sections (such as non-application of accounting standards, changes to accounting policy) is not available or the organization's activity calls for extended explanation. 

15. The decision on the distribution of profit for reporting year approved by the Annual General Shareholders' Meeting of the Company shall be recorded in accounting reports in the period when the Meeting was held, that is, in the period following the reporting year.

16. Accounting reports submitted for the approval by General Shareholders' Meeting shall be accompanied with the final version of audit opinion13 issued based on the results of the compulsory audit of the accounting reports. The Company shall submit annual reports in accordance to addresses and dates provided in applicable laws14. In addition, the Company shall publish15 its accounting reports not later than on June 1 of the year following the reporting year.

1.4. Procedure for defining, approval and change of accounting policy

17. During reporting year, Chief Accountant defines and explains the decisions on changing16 various provisions of the accounting policy which can be adopted starting the next reporting year.

Any change to accounting policy shall be drawn up as amendments and revisions to the present regulation which shall be approved in the same procedure as the regulation.

Changes to accounting policy shall be announced by the Company in the explanatory note17 to accounting reports for the year preceding the year in which such changes are expected to be applied.

Should new18 business events which cannot be recognized using methods of the existing accounting policy appear in the business activity of the Company, such events shall be described in an appendix to the accounting policy. Changes to accounting policy shall be compiled as an appendix to the present Regulation, and such appendix shall not be considered as a revised regulation and shall be applied from the moment of its approval.

18. Disclosure of defined methods of accounting which substantially affect the process of evaluation and decision making by interested users of accounting reports shall be made by the Company by stating quotations from the present regulation in the explanatory note19 to accounting reports for the accounting period.

Substantial methods20 of accounting refer to the methods necessary for the users of accounting reports to make an informed evaluation of the financial standing, cash flow or financial performance of the Company.
1.5. Chart of accounts applied

19. The Company applies an operating chart21 of accounts based on a standardized chart of accounts which constitutes an appendix to the present regulation.

20. The operating chart of accounts enables to implement the scheme for recording and grouping the data on business events which is necessary for compiling required reporting forms (financial, statistical, tax, budget management system) and designed for the unification of accounting in the Company. 

The process of recording and grouping the data is made using standardized list of accounts (subaccounts), analytics guides for accounts (subaccounts) and accounts correlation together with analytics guides.

Operating chart of accounts is formed without being adjusted for the software. When adapting chart of accounts to the software, individual indicators of analytical accounting can be changed to fit the requirements of the software to be implemented.

13 The Order of the Ministry of Finance of the RF of 06.07.1999, No. 43n "On Approval of Regulation on Accounting: Accounting Reports of Organization (PBU 4/99)", paragraph 41.
14 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), Article 15.

15 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), Article 16.
16 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 18, 17, 9.

17 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 23.
18 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 16.
19 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 15.
20 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 11.
21 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 5.
21. Operating chart of accounts is binding for the use by all members of accounting department of the Company.

22. Amendments and revisions to the operating chart of accounts are made by the instruction of the Chief Accountant and Director of the Company if the Director is entitled to do so. 

1.6. Internal accounting standards applied 

23. The Company uses internal accounting regulations (in-house accounting standards) defined based on standardized intracorporate accounting standards which constitute appendixes to the present regulation.

24. In-house accounting standards provide the guidelines (detailed instructions) for maintaining accounting records for specific business operations of the Company and the arrangement of document flow.

25. In-house accounting standards are binding for the use by all members of accounting department of the Company.

26. All current changes to in-house accounting standards caused by changes to laws, the nature of business operations or the arrangement of accounting process are made by the instruction of the Chief Accountant of the Company. 

1.7. Procedure for inventorying of assets and liabilities

27. Inventorying22 is carried out by the Company to ensure the accuracy of data in accounting records and accounting reports. All types of assets and liabilities of the Company are subject to inventory23, including property (irrespective of its location) owned by the Company, the amount of work-in-progress, investments in progress for current and non-current assets, payables and equity, the off-balance sheet property (accepted for safekeeping, received for sale under consignment agreement, leased and so on). 
28. Main goals24 of inventorying include: identifying the actual existence of assets, reconciliation of the actual assets with data in accounting records and examination of liability recognition. 

29. Inventory is mandatory:
· before preparing annual accounting reports (excluding assets inventoried not earlier than October 1 of the reporting year):

- for fixed assets and intangible assets once per three years as of December 1,

- inventories once per year as of December 1,

- financial liabilities once per year as of December 31,

- cash-on-hand once per quarter at the last business day of the respective quarter(four times a year as of the last business day of each quarter),unscheduled audit of cash-on-hand at least once a month. 
· when leasing property, redemption of assets, sale and when reorganizing governmental or municipal unitary enterprises;

· when appointing new financially liable persons;

· when discovering the facts of theft, abuse or damage of assets;

· in case of natural calamity, fire or other emergency situations caused by extreme conditions;

· when reorganization or liquidation of organization;

· in other cases stipulated in laws of the Russian Federation. 

Besides making inventories for the purposes of accounting reports, the Company makes inventories required for the confirmation of data in up-to-date records and for other purposes. 

Inventorying schedule25 shall be approved by the Director of the Company. 

22 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 1 of the Article 12. 
23 The Order of the Ministry of Finance of the RF of 13.06.1995 No. 49 "On Approval of Methodological Guidelines for Inventory of Assets and Financial Liabilities", paragraph 1.3. 
24 The Order of the Ministry of Finance of the RF of 13.06.1995 No. 49 "On Approval of Methodological Guidelines for Inventory of Assets and Financial Liabilities", paragraph 1.4. 

25 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 1 of the Article 12. 
Inventory commission 26 which members shall be approved by the Director of the Company is set up for making inventories.

30. Discrepancies27 found by inventorying between actual existence of assets and data in accounting records shall be recorded in accounting records as follows:

· Surplus of assets shall be recorded at market value as of the date of inventorying with the respective sum being recorded in the account 91 "Other revenue and expenses". 

· shortage of assets and their damage within the rates of natural loss shall be recognized as production or selling expenses. Should the damage be above the rates of natural loss, such damage shall be collected from guilty persons. If guilty persons are not identified or the court refuses to award damages, such losses from shortage of assets and their damage shall be recorded in the account 91 "Other revenue and expenses". 

2. METHODOLOGICAL ASPECTS OF ACCOUNTING POLICY

The following section describes applied methods of accounting which have a substantial impact on the evaluation and decision making by users of accounting reports. 
2.1. General requirements for accounting reports. Requirements and assumptions applied when maintaining accounting records and preparing accounting reports. Requirements for data in accounting reports
31. Accounting system shall ensure the accuracy, completeness and reliability of reporting data while maintaining the accepted level of costs for their generating and submitting. 

Accurate and complete reports shall refer to the reports generated in compliance with standards provided in accounting regulations. 

Reliable reports shall refer to the reports which do not contain substantial errors. To provide the reliability, the multilevel supervision over accuracy of accounting records and reports is ensured, including the supervision over a staff member responsible for respective accounting duties, the supervision over the supervisor of accounting department who signs consolidated accounting ledgers, the supervision over integral audit commission and the supervision over auditors. 

Data (excluding special purpose reports) shall be neutral, that is, free of being one-sided and focusing on the requirements from one of the users of accounting reports (for example, tax authorities). Data shall not be regarded as unbiased if, by an emphasis or form of presentation, the data may affect the decisions and evaluations of interested users in order to achieve predetermined results or implications. 

32. External reporting for users includes the data on property status of the Company (generated in the form of balance sheet, form No. 1), the data on financial performance and changes in financial standing of the Company (generated in the form of profit and loss statement, form No. 2), interpretations and explanatory notes useful for a wide range of interested users when making decisions (generated in the form of appendixes to the balance sheet (form No. 3), "Statement of changes in equity" (form No. 4), "Cash flow statement" (form No. 5), "Appendix to balance sheet" and explanatory note). 

Annual reports shall be submitted by the Company as a full set of forms with explanatory note attached, while the interim accounting reports shall be submitted by the Company in the scope of the Balance Sheet and the Profit and Loss Statement. 

33. As far as the data for internal users is concerned, the goal of accounting is to generate the data useful for the Company's management for making management decisions. The management of the Company is interested in the data provided to external users and in various additional data contained in the forms for internal reporting in the scope approved by the Director of the Company or a person authorized by the Director.
26 The Order of the Ministry of Finance of the RF of 13.06.1995 No. 49 "On Approval of Methodological Guidelines for Inventory of Assets and Financial Liabilities", paragraph 2.2. 
27 The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 3 of the Article 12. 
34. When generating data, the Company uses generally accepted requirements for accounting records and reports, including requirements28 for prudence, completeness, rationality, consistency, and the priority of contents over form. 
35. Besides mentioned requirements, accounting process (including preparing the reports) is carried out by the Company based on the following assumptions29:
· assets and liabilities of the Company are recognized independently of assets and liabilities of the owners of this organization (separate entity assumption); 
· the Company will continue its activity in foreseeable future and it has no intentions or necessity to liquidate or substantially discontinue its activity, and, therefore, its liabilities will be met in the appropriate manner (going-concern assumption);
· accounting policy used by the Company is applied consistently, meaning from one accounting period to another, within a single organization as well as by the group of interdependent organizations (assumption of consistent accounting policy);
· business events of the Company belong to the accounting period (and, therefore, are recognized in accounting records) in which they occur irrespective of the date of receipt or payment related to these events (fixed time period assumption). 
2.2. General approaches for classification of accounting items

36. Assets of the Company fall into owned assets and expenditures (investments in progress for creation of assets). 
Over the accounting period the Company uses (spends) different types of resources, including material, financial, labor and other. Value of resources used which is accepted for accounting purposes is classified as expenses (investments in progress for creation of assets). As the accumulation period is over, the expenditures generate either assets (fixed assets, finished products and so on) or expenses (making decision on recognition of capital investments in progress as losses due to the liquidation or sale of objects under construction, recognition of failed investments as R&D expenses,) recognition of cost of works and services provided and no on).
The end of expenditures accumulation period refers to the moment when criteria for assets recognition are fulfilled or when it becomes obvious that expenses incurred reduce the economic benefits of the Company without generating assets. 
37. Expenses fall into capital expenses and operating expenses. 
Capital expenses refer to the expenses used for the creation of non-current assets including expenses for acquiring new assets, new construction, expansion, reconstruction, modernization and technical upgrading. All other expenses are regarded as being operating. 
Value of resources used – expenses – is preliminary calculated using cost accounting accounts, for example:
· administrative expenses, account 26;
· expenses for acquiring (creation) of non-current assets (capital investments), account 08. 
In accounts for cost accounting of expenses for acquiring (creation) of non-current assets, the accounting for expenses is made per item30. 
In accounts for cost accounting of expenses for acquiring non-current assets, the accounting for expenses is made per nomenclature31 number of inventories. 

38. At the end of the expenditures accumulation period, the Company recognizes that the expenses incurred generated an asset provided that the use or disposal of such asset is excepted to create economic benefits in future. Only owned asset items are recognized by the Company as assets (separate entity assumption32 ). 

28 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 7. 
29 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 30.12.1999) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 6. 

30 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01", paragraph 6. 
31 The Order of the Ministry of Finance of the Russian Federation of 09.06.01 No. 44n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 5/01", paragraph 3. 
32 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 6. 
39. Expected economic benefits33 refer to a potential ability of an asset to directly or indirectly generate the flow of cash or cash equivalents to the company. It is considered that an asset is able to generate economic benefits in future, provided that such asset can be:

· used separately or in assembly with other assets in the process of production of goods and providing works and services for sale;

· exchanged for other asset;
· used to settle payables; 
· distributed among owners. 
40. In order to recognize an asset in accounting records, the value of asset should be assessed with a proper degree of reliability. The Company considers the value assessment as reliable enough provided that an asset is ready for its intended use and all expenses for making an asset useful are recognized in accounting records and estimated based on payment documents, contractual or market values and charges. 
41. If requirements in the regulations on accounting items classification are changed, the Company shall classify all accounting items, both purchased before mentioned changes and acquired after such changes enter into force (ensuring unified accounting for assets), in compliance with new requirements. 
42. If expenses incurred do not generate an asset, the Company recognizes expenses at the end of expenditures accumulation period. At the same time, expenses34 refer to the decrease in economic benefits of the Company resulting from the retirement of assets (monetary means or other assets) and (or) occurrence of liabilities that result in the decrease in capital (excluding the decrease in shareholders' equity). 
The Company recognizes expenses provided that the retirement of an asset is final. If under certain circumstances the retired assets should be returned to the Company, the receivables or creation of other asset (for example, financial investments) shall be recognized in accounting records. 
The company shall not35 recognize monetary means or other assets received under the condition of possible or mandatory return as expenses (granted loans, advance payments, transfer of assets to consignee or commission agent for sale, amounts of refundable taxes separately recorded in accounting documents and so on). 
43. Revenue36 refers to the increase in economic benefits of the Company resulting from receipt of assets (monetary means, other assets) or settlement of obligations that result in the increase in capital, excluding shares of stockholders (owners of assets). 
44. The Company shall not recognize37 the receipt of monetary means or other assets received under the condition of possible or mandatory transfer to other transaction parties as revenue (received loans, received advance payments, amounts of refundable taxes separately recorded in accounting documents and so on). 
45. The Company shall recognize payables38 in accounting records provided that there is a possibility of the outflow of the Company's resources able to generate economic benefits as a result of fulfillment of the existing obligation, with the amount of such obligation being measured with a high degree of reliability. 
46. Equity39 of the Company refers to the value of assets less the amount of liabilities (payables). 
33 "Concepts of accounting in market economy of Russia" (Approved by the Methodology Council of the Ministry of Finance of the RF of 29.12.1997), paragraph 7.2.1. 
34 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 33n "On Approval of Regulation on Accounting: Expenses of Organization PBU 10/99", paragraph 2. 

35 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 33n "On Approval of Regulation on Accounting: Expenses of Organization PBU 10/99", paragraph 3. 
36 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 32n "On Approval of Regulation on Accounting: Revenue of Organization PBU 9/99", paragraph 2. 
37 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 32n "On Approval of Regulation on Accounting: Revenue of Organization PBU 9/99", paragraph 3. 
38 "Concepts of accounting in market economy of Russia" (Approved by the Methodology Council of the Ministry of Finance of the RF of 29.12.1997), paragraph 7.3. 
39 "Concepts of accounting in market economy of Russia" (Approved by the Methodology Council of the Ministry of Finance of the RF of 29.12.1997), paragraph 7.4. 
40 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n. "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01" (as amended of 27.11.2006), paragraph 9. 
41 The Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n "On Approval of Maintenance of Accounting Records and Financial Statements in the Russian Federation" (as amended of 26.03.2007), paragraph 23. 
2.3. General approaches for evaluation of accounting items
47. Before recognizing assets and liabilities the Company evaluated them in monetary terms. The evaluation of assets is made as follows:
· assets40 received as a contribution to authorized capital are evaluated in monetary terms as determined by founders (stockholders) of the Company and in compliance with the requirements of applicable laws;
· assets purchased41 is evaluated based on the amount of acquisitions expenses incurred. In case of minor amount of (5 percent of contractual value) expenses for the purchase of securities (other than amounts payable to the seller under agreement), such expenses shall be recognized as other expenses 42;
· assets produced by the Company43 are evaluated based of cost of goods sold (actual expenses related to the production of an asset);
· tangible assets generated as a result of writing off fixed assets which cannot be restored or further used 44 and spare parts45 generated as a result of renewal of fixed assets (reconstruction, modernization, repair) are evaluated at their current market value at the date of writing off fixed assets or the date of recording the spare parts in accounting records;
· assets received without compensation and assets identified by inventorying of assets and liabilities46 are evaluated at the current market price at the date of accounting recognition;
· current market value refers to the amount of cash which can be received from the sale of an asset as of date of accounting recognition. 
Current marker value is estimated based on existing prices for evaluated asset or similar asset. Data on existing price shall be confirmed by documents or by expert estimation47. 
When estimating current market price, the data on prices for similar fixed assets received from manufacturing companies in writing can be used as well as information on prices by government statistical agencies, trade inspections, mass-media and special literature or from expert opinions (by appraisers, for example) on the value of an item of fixed asset48. Expert opinion refers to a report of independent expert or authorized specialist (specialists) of the Company with expert knowledge and skills. Such specialists shall be appointed by an order of the Director of the Company (or persons authorized by the Director) as members of a permanent commission for acceptance of assets for accounting purposes and write-offs. 
Current market value of securities that have market quotations is recognized in the amount of their market value49 estimated in the procedure provided by securities trade organizer and confirmed by documents (a message in professional press, stock exchange listing and so on);
· assets received under agreements stipulating that fulfillment of obligations (payment) shall be made in non-pecuniary form (as under barter contracts)50 shall be evaluated based on the value of assets transferred by the Company or transferable to the Company. The value of assets transferred or transferable shall be estimated based on the price used by the Company for evaluation of similar assets under similar circumstances. 
42 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 11. 
43 The Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n "On Approval of Maintenance of Accounting Records and Financial Statements in the Russian Federation" (as amended of 26.03.2007), paragraph 23. 
44 The Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n "On Approval of Maintenance of Accounting Records and Financial Statements in the Russian Federation" (as amended of 26.03.2007), paragraph 54. 
45 The Order of the Ministry of Finance of the Russian Federation of 13.10.2003 No. 91n "On Approval of Methodological Guidelines for Accounting for Fixed assets" (as amended of 27.11.2006), paragraph 79. 
46 The Order of the Ministry of Finance of the Russian Federation of 13.10.2003 No. 91n "On Approval of Methodological Guidelines for Accounting for Fixed Assets" (as amended of 27.11.2006), paragraph 36. 
47 The Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n "On Approval of Maintenance of Accounting Records and Financial Statements in the Russian Federation" (as amended of 28.03.2007), paragraph 23. 
48 The Order of the Ministry of Finance of the Russian Federation of 13.10.2003 No. 91n "On Approval of Methodological Guidelines for Accounting for Fixed assets" (as amended of 27.11.2006), paragraph 29. 
49 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 13. 
50 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01" (as amended of 27.11.2006), paragraph 11. 
48. When evaluating the assets purchased under any conditions, their actual value shall be estimated adding expenses for getting such assets ready for their intended use (for carrying out appraisements, consultations and estimates, for fees paid to agents and other intermediaries, for delivery, installation and trial runs, registration of transactions, for payment of duties and so on)51.

49. Evaluation of assets and liabilities the value of which at purchase (occurrence) is denominated in foreign currency shall be made in rubles by the conversion of foreign currency at the rate of the Central Bank of the Russian Federation applicable at the date of acceptance of assets for accounting purposes. 
50. Evaluation of fixed assets the value of which at purchase (occurrence) is denominated in foreign currency shall be made in rubles by the conversion of foreign currency at the rate of the Central Bank of the Russian Federation applicable at the date of recognition such asset as investment in non-current assets. 
51. The value of an asset accepted for accounting purposes is not subject to change, excluding cases provided in laws of the Russian Federation. 
For non-current assets (besides intangible asses), changing the value is permitted in cases of further construction52, further equipping, reconstruction, modernization, partial liquidation and revaluation of fixed assets. 
Current assets can be revaluated provided that inventories53 become obsolete, partially or fully lose their original quality or when their current market value drops. 
The book value of financial investments 54, which market value can be estimated using laid down procedure, can be adjusted to the market value. 
52. When receiving assets (fixed assets, inventories and so on) without documents confirming their value, such assets shall be recorded based on a contingent valuation taking into account their contractual value, delivery costs estimated based on railroad bills of lading and other transportation documents. 
53. Value of assets, the amount of revenue and expenses shall be estimated taking in consideration (increasing or decreasing) exchange rate difference occurred when payment is made in rubles in the amount equivalent to the amount in foreign currency (nominal monetary units). 
As far as assets are concerned, exchange rate differences55 related to the purchase of fixed assets, intangible assets and securities shall be added to their value provided that exchange rate differences are accrued before accepting assets for accounting purposes.

Exchange rate differences associated with settlements for purchased inventories (occurred after accounting recognition of assets) are recognized as other revenue or expenses based on the rationality requirement. 
Exchange rate differences occurred as a result of the settlement of payables for services rendered, works provides, credits received, loans granted or received are recognized as other revenue or expenses. 
54. Payables and receivables (including for received/granted credits and borrowings) are recognized in accounting records and reports taking into consideration interests, late fees, penalties and forfeits admitted or imposed. 
55. Assets subject to depreciation/amortization (fixed assets, intangible assets and interest-bearing investments in tangible assets) are recognized in accounting reports based on their balance value (original value less accrued amortization/depreciation). 
For reporting assets related to securities and receivables, the method of net valuation is applied implying the creation of reserves for the decrease in value of mentioned assets using separate accounts. 

2.4. Accounting methods applied for capital costs and non-current assets
56. Capital costs are associated with:
51 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n "On Approval of Accounting standard on "Accounting for Fixed Assets" PBU 6/01" (as amended of 27.11.2006), paragraph 12. 

52 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01" (as amended of 27.11.2006), paragraph 14. 
53 The Order of the Ministry of Finance of the Russian Federation of 09.06.2001 No. 44n "On Approval of Accounting standard on "Accounting for Inventories" PBU 5/01" (as amended of 26.03.2007), paragraph 25. 

54 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 26.03.2007), paragraph 20. 
55 The Order of the Ministry of Finance of the Russian Federation of 27.11.2006 No. 154n "On Approval of Regulation on Accounting: Accounting for Assets and Liabilities Denominated in Foreign Currency PBU 3/2006", paragraph 9. 
· capital projects including new construction, reconstruction, expansion and technical update (hereinafter referred to as construction);
· purchase of buildings, constructions, equipment, vehicles and other fixed assets (or their parts);
· purchase of land and environmental facilities;
· purchase or creation of intangible assets. 
2.4.1. Outsourced and own-account capital projects
57. Capital costs generate non-current assets (fixed assets) relating to facilities created by installation and construction works after such facilities were commissioned, which was confirmed by the respective acts, and if required, by certificate of state registration of title for property. 

When recognizing an item of immovable property as an item of fixed assets, the amount of expenses incurred to create such asset which were recorded as capital investments in this asset represents the original value of an item of fixed assets:
· for items of immovable property purchased from former owners under purchase and sale agreement, barter agreement, leasing agreement and so on, after the registration of transfer of ownership rights for the item by the agency for state registration of property transactions;

· for items of immovable property built by the Company or by contractors, after submitting a set of documents for the registration of ownership right for the item;

· for fixed assets which appear on cost estimates for construction (used for projects under construction ), after commissioning the entire construction project;

· for fixed assets requiring assembly, after finishing the assembly;

· for fixed assets not requiring assembly, after transferring the item from procurement department to the receiving department. If the receiving department puts received item into warehouse, such item is recognized as an item of fixed assets in stock (in reserve). 
58. Recognition of investments in non-current assets is made per entire construction project, per separate investment projects. 
Construction project refers to a freestanding building or a construction, type or complex of works which should be documented in specifications and estimates. 
Construction project encompasses all related amenities, equipment, furniture, tools, fittings and fixtures as well as, if required, all adjacent utility systems and general on-site works (leveling, improvement, landscaping and so on). 
59. Expenses are recognized on accrual basis starting from the beginning of construction per each accounting period and ending with the commissioning of the project or the completion of all respective works. Developer (client) recognizes construction expenses using the account "Investments in non-current assets". 
Developer refers to a legal person that owns a lot of land on a freehold or leasehold basis, initiates the construction project on this land, determines financial sources for the construction and manages the construction process. 
60. Construction in progress refers to expenses of developer for the construction project from the start of construction to the commissioning of the construction project which are recorded as capital investments in the account "Investments in non-current assets". 
Accounting for construction in progress is carried out: 

· per entire construction project; 

· per separate construction stages; 

· per separate parts of construction project; 

· per technological structure of expenses for construction project. 
61. Expenses for a separate part of a construction project are grouped based on the technological structure of expenses as appears in cost estimates for the respective construction project. 
Technological structure of expenses includes the following expenses:
· building and construction works;

· equipment installation works;

· purchase of equipment for assembly;

· purchase of equipment not requiring assembly, maintenance tools, equipment requiring assembly but kept in permanent reserve;

· other capital expenses. 
62. Capital investments such as own-account construction (reconstruction, modernization) are recognized monthly as such investments occur. 
63. Capital investments made in the course of implementing capital projects by outside contractors are recognized as the project unfolds based on signed commissioning acts and cost estimates. 
2.4.2. Accounting for transactions related to joint-venture construction
64. There are two options for entering into joint venture construction agreements:
· The Company enters into a joint venture to undertake a construction project. Such agreement is characterized by the fact that all parties undertake to contribute funds and, to one extent or another, take part in the actual construction;

· The Company invests its own funds or accumulates funds of other parties for the construction project. In this case, only one party (developer-client) undertakes to perform actual construction works, while the other party (parties) undertakes to provide financing for the project and refer to investors. 
65. Under the first option, the relationships between parties are regulated by the procedure provided for joint-ventures. 
Contribution of the Company to a joint-venture is recorded in the "Financial investments. Investments under simple partnership agreement" account. Receipt of financing and construction expenses are recorded in a separate joint-venture balance sheet by a party which undertakes such obligation under the agreement. 
Upon the completion of the construction, the Company prepares receivables for due finished capital investments which are recorded in the "Investments in non-current assets" account. Therefore, the commissioning of the construction project (the part of it which belongs to the Company under the terms of agreement) is recognized in accounting records of the Company. Such item of fixed assets owned by two or more organizations is recognized as fixed assets of the Company in proportion to the Company's share in the total value of the item. 
66. Under the second option, actual investments made by the Company (transfer of monetary means or other assets) are recognized as long-term receivables in a separate account "Settlements with debtors and creditors" (including fees paid for services provided by client-developer). 
If the Company undertakes duties of client-developer, funds received from investors are recognized as long-term payables. In this case, additional fees charged by the Company (exceeding the amount of construction expenses) for supervision over the construction and other works are recognized by the Company in accounts for sales (the account "Sales"). 
Settlements with investors and use of special purpose funds are recognized on the balance sheet of the Company. 
Upon the completion of construction, these expenses are charged to investors (in due amount) for recognition as capital investments and subsequent adding to the group of fixed assets. 
2.4.3. Accounting for interests on loans and borrowings raised to finance the purchase and/or creation of non-current assets
67. In order to define the accounting procedure for capitalized costs with regard to interests on raised loans and borrowings, the Company separates investment assets from among investment projects. Investment assets refer to items of property, the preparation of which for intended use is time-consuming and requires high expenses for purchase and (or) construction (property complexes and other similar assets). 
68. Cost of raised loans and borrowings directly related to the purchase and (or) construction of an investment asset shall be added to the cost of this asset and written off as depreciation besides cases when accounting standards do not imply accrual of depreciation. 
Cost of raised loans and borrowings associated with the creation of investment asset that is not subject to depreciation shall not be added to the cost of such asset and shall be recognized as operating expenses instead (recognized as other expenses). 
Cost of raised loans and borrowings incurred before the start of asset creation activities shall not be added to the cost of investments in non-current assets and shall be recognized as other expenses instead. 
69. If activities associated with investing in non-current assets are suspended for the period exceeding three months, the recognition of cost of raised loans and borrowings shall also be suspended. In this case, the cost of loans and borrowings shall be recognized as operating expenses as part of other expenses. 
The period of further discussion of technical and (or) organizational issues occurred in the course of generating an investment asset shall not be considered as the suspension of investment asset creation activities. 
70. If the Company uses the funds from received loans and borrowing for prepayment for inventories, other assets, works, services or making advances and down payments, the expenses for servicing of mentioned loans and borrowings are recognized as the increase in payables generated due to prepayment and (or) making advances or down payments for above mentioned purposes. 
2.4.4. Fixed assets
71. The Company recognizes assets as fixed assets if such assets simultaneously meet the following requirements:
· an asset is designed to produce goods, provide works or render services, fulfill administrative needs of an organization or be transferred for temporary possession and use or temporary use;
· an asset is designed for use for a long period of time, that is, the period exceeding 12 months or an average production cycle if it exceeds 12 months;
· an organization does not plan to resale an asset in future;
· an asset is able to generate economic benefits (income) in the future56. 
· assets which meet the mentioned requirements and appear on the list approved by the General Director are recognized in accounting records and reports as part of inventories. 
72. If an asset is decided to be transferred (resold, swapped and so on) the Company shall not recognize such asset as a fixed asset when recognizing assets (at the moment of their classification). In this case, an asset shall be classified as goods. 
73. Inventory item of fixed assets refers to an item with all fixtures and fittings or structurally detached item designed to perform certain independent functions57. 
74. If one or more items with the same or different functions represent a separate unit of structurally connected items using the same fixtures and fitting, operated by the same controls and mounted on the same frame so that each item can operate only as part of the unit, the whole unit shall be recognized as an inventory item. 
75. If an inventory item consists of several parts having substantially different period of useful life, each such part shall be recognized as a separate inventory item irrespective of the fact whether mentioned part of an item operates independently or not. 
76. The following inventory items are recognizes separately:
· capital investments in leased fixed assets; 
· capital investments in major improvements of land (drainage, irrigation and other meliorative activities);
· portion of fixed assets held in joint ownership by the Company and other (others) owners (organizations). 
77. Computers can be recognized as a contractually detached item having its own number or as an item consisting of separate items (hardware, monitor) each of which has its own inventory number. 
78. Fixed assets are recognized based on their original cost determined depending on the method of receipt such as purchase, own-account creation (construction), receipt without compensation and so on. 
79. Original cost of purchased fixed assets refer to the amount of actual expenses for purchase, construction and production (less value added tax and other refundable taxes)57 
Actual expenses include:
· sums paid to the suppliers under supply agreement;

· sums paid to outside organizations for delivery services (including railway charges );
56 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01" paragraph 4. 
57 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 (as amended of 27.11.2006) No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01" paragraph 6.
· sums paid to organizations for information and consultation services associated with the purchase of fixed assets;

· customs duties and charges;

· non-refundable taxes, statutory duties paid in relation with the purchase of a fixed asset;

· fees paid to intermediary organization through which a fixed asset is purchased;

· expenses for commissioning operations, individual testing of machines and mechanisms, comprehensive testing of all kinds of equipment and engineering facilities in order to inspect the quality of their assembly;

· other expenses directly related to the purchase, construction and production of a fixed asset and getting it ready for its indented use (for example, expenses for opening a letter of credit for the purchase of fixed assets, business trip expenses including expenses exceeding levels provided in laws if such expenses directly related to the purchase of fixed assets). 
80. Evaluation of fixed assets the value of which at purchase is denominated in foreign currency shall be made in rubles by the conversion of foreign currency at the rate of the Central Bank of the Russian Federation applicable at the date of recognition such asset as investment in non-current assets. 
· expenses for internal movement of fixed assets are not added to their original costs and are recognized as operating expenses instead. 
· fixed assets received for or transferred to custody are recorded in the off-balance account "Assets accepted for custody" at prices provided in delivery and acceptance certificates. 
· if the Company decides to terminate the use of separate items of fixed assets, it is recognized depending on the circumstances as follows:
· temporary shut down of fixed assets. In this case, such assets are shown separately in analytical accounting records;
· writing off idle fixed assets (due to obsolescence and/or physical deterioration) is recognized by the Company as other expenses. 
81. Expenses for all kinds of repair of fixed assets (maintenance works and major repair) are added to operating expenses in the period in which repair activities are finished and accepted. Provisions for the repair of fixed assets or repair fund are not available. 
2.4.5. Change in value of fixed assets
82. Changing the original cost of fixed assets is allowed in cases of further construction, further equipping, reconstruction, modernization, partial liquidation and revaluation of fixed assets58. 
Activities related to further equipping, reconstruction, modernization (including partial liquidation) of the Company's fixed assets are performed based on the annual plan for reconstruction and modernization of fixed assets approved by the Director of the Company. 
Modernization or reconstruction relates to the overhaul of existing items of fixed assets resulting in the improvement (increase) of qualitative indicators of fixed assets performance:
· capacity;

· productivity;

· rate of production;

· other qualitative indicators. 
Reconstruction refers to a full or partial overhaul and reequipment of existing items without expanding existing buildings and facilities related to enhancing of the production and upgrading its technical and economic level. Reconstruction is designed to expand production facilities and enhance their quality characteristics. 
Modernization includes a range of measures aimed at upgrading technical and economic level of separate fixed assets by implementing advanced technologies, mechanization and automation of production, replacement of obsolete and physically deteriorated equipment with new, more productive one. 
58 The Order of the Ministry of Finance of the Russian Federation of 30.03.2001 No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01" (as amended of 27.11.2006), paragraph 14. 
Further construction refers to building new parts of buildings, structures, overhaul of existing items of fixed assets which are part of a whole fixed asset resulting in changes in quantitative characteristics of fixed assets:
· building new premises on existing site (adding more storeys or new premises);

· construction of additional items and bringing them into a group of existing fixed assets. 
Partial liquidation refers to qualitative changes (decrease) in physical or technical properties of items which result in less economic benefits from their use (liquidation of separate structural units of an item operating as part of the group of fixed assets, replacement of individual parts when updating or reconstructing and so on). 
In case of partial liquidation of items of fixed assets, the depreciation accrued on such items is written off proportionally. 

83. Delivery and acceptance of fixed assets after reconstruction and modernization is documented by the delivery and acceptance certificate for reconstructed and modernized assets (form OS-3) based on the certificate of acceptance of repair works (form KS-2) which is used when making the report on the cost of provided works (form KS-3). 
2.4.6. Useful life of fixed assets
84. Calculation of useful life of fixed assets is based on expected physical deterioration that depends on operating conditions, natural conditions, impact of aggressive environment and maintenance regularity59. The useful life of items of fixed assets shall be calculated within the limits approved by the Ordinance of the Government of the Russian Federation of 01.01.2002 No. 1 "On Classification of Fixed Assets Subject to Depreciation". 
85. Useful life of items of fixed assets is determined when recognizing them in accounting records based on technical passports and other technical documents or the estimates of technical agencies of the Company in compliance with Regulations and Policies based on the decision of permanent commission. Useful life is recorded in inventory card (OS-6). 
86. Useful life of items of fixed assets is revised in case of improvement (increase) of originally accepted performance indicators due to finished further construction, further equipping, reconstruction or modernization60. In this case, the extension of useful life of fixed assets can be made within the period provided for a depreciation group which such asset relates to. 
87. Useful life of modernized part of a fixed asset is calculated as the difference between revised useful life of an asset after its renewal and the period of its use prior to the completion of modernization. 
88. Calculation of useful life of a fixed asset that was previously used by other organization is made based on residual useful life of fixed assets or other expected period of value-added use by the Company which is calculated based on the following:
· expected usage period for this asset based on expected productivity or capacity;

· expected physical deterioration depending on operating conditions, natural conditions, impact of aggressive environment and maintenance regularity;
· regulatory and other restrictions on the use of this asset. 
Expected useful life of fixed assets that should be confirmed by documents is determined by the commission and approved by the Director of the Company when recognizing an item as fixed assets. 
2.4.7. Depreciation of fixed assets
89. The cost of fixed assets is charged-off by the accrual of depreciation over the period of their useful life 61. 
90. The Company applies a straight line depreciation method. Depreciation for each inventory item is accrued on a monthly basis by using applicable depreciation rates calculated based on the useful life of an item. 
59 The Order of the Ministry of Finance of the Russian Federation 30.03.2001 (as amended of 27.11.2006) No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01" paragraph 20. 
60 The Order of the Ministry of Finance of the Russian Federation of 13.10.2003 No. 91n "On Approval of Methodological Guidelines for Accounting for Fixed assets" (as amended of 27.11.2006), paragraph 60. 
Depreciation of assets received by the Company under leasing agreement and reported on a balance sheet can be accrued using reducing balance method if it is stipulated in the agreement. 
91. The Company can use decreasing (multiplying) coefficients for applicable depreciation rates related to fixed assets purchased under leasing agreements provided that the coefficients are stipulated in the terms of agreement or determine the useful life based on the duration of agreement. 
92. Assets generated by capital investments, documented by required certificates of delivery and acceptance and actually operated are recognized in accounting as fixed assets and shown separately in analytical accounting records62. 
93. When calculating the depreciation for fixed assets received without compensation63 or fixed assets purchased using special purpose funds, the amount of deferred revenue is recognized as other revenue proportionally to the amount of depreciation charged off. 
94. Depreciation is not accrued:
· for assets used to implement the laws of Russian Federation on mobilization preparation and mobilization; for assets which are shut-down and not used to produce goods, provide works or render services, fulfill administrative needs of an organization, or be transferred by an organization for temporary possession and use or temporary use;
· for items of fixed assets, the useful quality of which remains unchanged over the time (lots of land; environmental facilities; museum pieces or collections). 
95. The accrual of depreciation is suspended:
· for fixed assets shut-down temporarily65. The company defines a shut-down as a temporary suspension of use of an asset for the period of more than three months. Expenses associated with the shut-down of assets (inspection, lubrication, shrouding, fencing and the like) as well as with temporary suspension of use of assets for the period up to three months are recognized by the Company as other expenses66 ;
· for the period of reconstruction and modernization, major repairs of items of fixed assets if the period of works exceeds 12 months67. 
For mentioned items, the accrual of depreciation stops from the month following the month of shut-down and starts from the month following the month of commissioning these items. 
96. For assets kept in store68 (reserved) which were not temporarily shut-down, the accrual of depreciation is carried out using the regular procedure. 
2.4.8. Accounting for leased fixed assets
97. The Company (Lessor) can rent out its own fixed assets purchased to use in its own business operations or for its administrative needs. These fixed assets are recorded in the "Fixed assets" account but shown separately in analytical accounting. 
Expenses for maintenance works shall be recognized as expenses if a lease arrangement stipulates that carrying out the maintenance works is at expense of the Lessor, otherwise the Lessee is obliged to maintain the proper condition of assets and carry out maintenance works at its own expense. 
61 The Order of the Ministry of Finance of the Russian Federation 30.03.2001 (as amended of 27.11.2006) No. 26n "On Approval of Accounting standard on "Accounting for fixed assets" PBU 6/01", paragraph 17. 
62 The Order of the Ministry of Finance of the Russian Federation of 13.10.2003 No. 91n "On Approval of Methodological Guidelines for Accounting for Fixed assets" (as amended of 27.11.2006), paragraph 52. 
63 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 32n (as amended of 27.11.2006) "On Approval of Regulation on Accounting: Revenue of Organization PBU 9/99", paragraph 8. 
64 The Order of the Ministry of Finance of the Russian Federation of 16.10.2000, No. 92n "On Approval of Accounting standard on "Accounting for Government Financing" PBU 13/2000" (as amended of 18.09.2006), paragraph 9. 

65 The Order of the Ministry of Finance of the Russian Federation 30.03.2001 No. 26n (as amended of 27.11.2006) "On Approval of Accounting Standard on "Accounting for Fixed Assets" PBU 6/01", paragraph 23. 
66 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 32n (as amended of 27.11.2006) "On Approval of Regulation on Accounting: Revenue of Organization PBU 10/99", paragraph 4, 12.
67 The Order of the Ministry of Finance of the Russian Federation 30.03.2001 No. 26n (as amended of 27.11.2006) "On Approval of Accounting Standard on "Accounting for Fixed Assets" PBU 6/01", paragraph 23. 
68 The Order of the Ministry of Finance of the Russian Federation of 13.10.2003 No. 91n "On Approval of Methodological Guidelines for Accounting for Fixed assets" (as amended of 27.11.2006), paragraph 61. 
The Lessor is obliged to carry out major repairs of rented assets if otherwise is not provided in laws, regulations or lease agreement. In this case, the Lessor's expenses for major repairs of rented assets are recognized as expenses associated with rental income. 
The Company (Lessee) can rent fixed assets owned by other owners on terms of concluded agreements. 
The Lessee is obliged to maintain proper condition of assets, carry out maintenance works and cover expenses for keeping an asset if otherwise is not stipulated in laws or lease agreement. Mentioned expenses are recognized in the same cost accounts as expenses for lease of fixed assets. 
The Lessee has the right to carry out major repairs provided in lease agreement or caused by emergency need (when the Lessor violates its obligation to carry out major repairs). In this case, the cost of major repairs can be collected from the Lessor or offset against rental payments. 
If major repair expenses are offset against rental payments, the parties to agreement shall carry out the offsetting of counterclaims: The Lessee owes the Lessor a certain amount of rental payments and the Lessor owes the Lessee a certain amount of cash for provided major repairs. 
Major improvements of leased assets made by the Company (the Lessee) at its own expense without the consent of the Lessor to compensate expenses incurred are considered as the property of the Lessee. Useful life of such assets is determined using regular procedure (in accordance to Regulations and Policies based on the decision of a permanent commission). 
The cost of improvements, which cannot be detached without damage to leased assets, made by the Company (the Lessee) at its own expense, and with the consent of the Lessor, can be recognized when settling rental payments or the Lessee has the right to terminate the agreement on indemnification of the cost of such improvements if otherwise is not stipulated in lease agreement. 
Fixed assets held only for transfer for temporary possession and use or temporary use in order to generate income are recognized in accounting as part of income yielding investments in tangible assets. 
2.4.9. Accounting for equipment requiring assembly
98. Equipment requiring assembly refers to equipment which can be commissioned only after being assembled and mounted on frames or support blocks, floor, intermediate floor and other load bearing frameworks of buildings and structures as well as sets of spare parts for such equipment. 
99. Equipment requiring assembly is recognized in accounting using the account 07 based on actual acquisition cost which is made up of acquisition price and expenses for acquisition and delivery of such equipment to the warehouse of the Company. 
2.4.10. Intangible assets and their amortization
100. Intangible assets refer to the Company's non-physical and non-monetary assets irrespective of their cost designed for value-added use in production, rendering of services or fulfillment of administrative needs within the period of at least 12 months and able to generate economic benefits in future. 
If an asset is decided to be transferred (resold, swapped and so on), the Company shall not recognize such asset as an intangible asset when recognizing assets (at the moment of their classification). In this case, such asset shall be classified as goods. 
Intangible assets generated or purchased on terms of respective agreements include:
· exclusive rights of patent holder for inventions, industrial samples or useful models;
· exclusive rights of owner for certified trademark, service mark or appellations of origin of goods;
· exclusive copyrights for software and data bases;
· goodwill. 
101. Accounting item of intangible assets refers to the scope of rights conferred by one patent, one certificate or one agreement on the cession of rights. One item of intangible assets is differentiated from another item by its ability to perform an individual function to produce goods, provide works or render services or be useful for administrative needs. 
102. Intangible assets are recognized in accounting at their original cost which is determined based on the source of receipt (purchase, own-account creation, contribution to authorized capital and so on). 
103. Cost of intangible assets as recognized in accounting is not subject to change. 
104. Goodwill is recognized in accounting as the difference between actual selling price of the company (or its part) as a whole property complex and the amount of the company's (or respective portion) net worth. 
Negative goodwill is classified as deferred income and evenly included in financial results of the Company as part of other income. 
Positive goodwill is considered as an excess paid by a buyer in hope of future economic benefits. It is recognized as a separate inventory item. 
105. The amount of amortization for intangible assets is determined using amortization rates calculated based on the original cost of such assets and the period of their useful life (straight line method). 
106. The period of useful life of intangible assets is determined by an expert commission and approved by the Director of the Company (a person authorized by the Director) when recognizing in accounting records based on the following:
· for rights obtained under patents, certificates and other similar protection documents which provide the validity period of rights or have statutory validity periods – based on the period stipulated in such document;
· for rights obtained under copyright transfer agreement or other similar agreements providing specific period for possession of intangible assets – based on the period stipulated in such agreements;
· for other items of intangible assets – based on expected useful life of an asset over which the Company may obtain economic benefits by using such assets;
· for items of intangible assets, the useful life of which is impossible to determine, the amount of amortization is calculated per 20 years of use (but not exceeding the period of useful life of property complex to which such asset relates);
· useful life of goodwill and organizational costs is determined per 20 years (but not exceeding the period of useful life of property complex to which such asset relates). 
107. Amortization is accrued on a monthly basis using "Amortization of intangible assets" account (excluding goodwill, the cost of which is charged off by reducing the balance of intangible assets account). 
108. Accrual of amortization is not suspended unless the property complex that an intangible asset belongs to is temporarily shut-down. 
109. The use of items of intangible assets to produce goods, render services or fulfill administrative needs shall be suspended due to the following:
· expiration of validity period stipulated in patents, certificates or other similar protection documents;

· expiration of validity period stipulated in respective agreements;
· impossibility of value-added use of an asset prior to the expiration of above mentioned periods given that such asset won't be used to produce goods, render services or fulfill administrative needs of the Company;

· cession of exclusive right and its transfer in compliance with the procedure provided in regulations. 
110. In case of retirement of an intangible asset, the cost of such asset shall be charged off in the respective accounting period. In this case, the retirement of intangible assets is recognized at their residual book value balance similar to the procedure provided for fixed assets. 

2.5. Accounting methods applied for inventories
2.5.1. Recognition of assets as inventories and their evaluation
111. The following assets69 are recognized as inventories (hereinafter referred to as Inventories):
· used as materials and the like when providing power supply and transmission services, providing works (producing goods for sale), including special tools, special devices, special equipment and overalls;

· good for sale; 

· used for administrative needs. 
112. The Company uses centralized procurement. 
69 The Order of the Ministry of Finance of the Russian Federation of 09.06.2001 No. 44n "On Approval of Accounting standard on "Accounting for Inventories" PBU 5/01" (as amended of 26.03.2007), paragraph 2. 

113. Nomenclature number is used as a unit of accounting for inventories. 
114. Inventories are recognized in accounting records depending on the source of receipt such as purchase, own-account creation, receipt without compensation and so on. 
115. Actual cost of purchased materials refer to the amount of actual purchase expenses incurred by the Company less value added tax and other refundable taxes70. 
Actual cost of purchased materials includes71 :
· cost of materials based on contractual prices;
· transportation and procurement costs;
· expenses associated with getting materials ready for their intended use;
· other expenses directly related to the purchase of materials. 
116. Inventories not owned by the Company and received under commission agreement, custody agreement and the like are recognized in off-balance accounts based on the cost provided in respective delivery and acceptance documents (certificates, invoices and the like). 
117. Based on the rationality requirement, interest72 on loans and borrowings raised to purchase inventories are recognized as other expenses. 
118. Purchased overalls and special footwear are recognized by the Company as part of current assets irrespective of their cost and useful life. 
The cost of overalls with the useful life of more than 12 months is charged off using straight line depreciation method based on the periods of useful life determined in accordance to the rates provided by the Ministry of Labor and Social Security. 
Cost of overalls with useful life not exceeding 12 months shall be written off in full once such overalls begin to be used. 
Overalls with useful life exceeding 12 months shall be written off over the period of their use from the month when such overalls begin to be used. 
2.5.2. Accounting for receipt of inventories
119. Materials are part of inventories. Materials refer to raw materials, main and auxiliary materials, purchased semi-finished goods and component parts, fuel, containers, spare parts, building and other materials as well as special tools, special devices, special equipment and overalls. 
120. Expenses directly associated with the process of procurement and transportation of materials73 refer to transportation and procurement costs. Transportation and procurement costs include:
· expenses for material handling and transportation payable by the buyer in excess of contractual price for these materials. 
· fee for storage of materials at the places of purchase, at railway stations, ports or piers;
· other expenses. 
121. Materials are recognized (recorded) in the account 10 "Materials" at their actual cost of purchase (procurement cost) or accounting price. Accounting price refers to the price stipulated in supply agreement (contractual price). 
122. When it is impossible to directly add transportation and procurement costs to the actual cost of materials (adding to contractual price of materials), the transportation and procurement costs are recognized by recording them in the account 15 "Procurement and purchase of tangible assets" and applying the account 16 "Variables in the cost of tangible assets". 
70 The Order of the Ministry of Finance of the Russian Federation of 09.06.2001 No. 44n "On Approval of Accounting standard on "Accounting for Inventories" PBU 5/01" (as amended of 26.03.2007), paragraph 6. 

71 The Order of the Ministry of Finance of the Russian Federation of 28.12.2001 No. 119n "On Approval of Methodological Guidelines for Accounting for Inventories" (as amended of 26.03.2007), paragraph 68. 
72 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 33n "On Approval of Regulation on Accounting: Expenses of Organization PBU 10/99" (as amended of 27.11.2006) paragraph 11. 
73 The Order of the Ministry of Finance of the Russian Federation of 28.12.2001 No. 119n "On Approval of Methodological Guidelines for Accounting for Inventories" (as amended of 26.03.2007), paragraph 70. 
123. The balance of account "Procurement and purchase of materials" at a buying organization can reflect only the cost of materials provided in payment documents of a supplier who transfers the rights of possession, use and disposal (ownership) to the buyer prior the actual delivery of materials. 
124. The amount of variables (the difference between actual cost of purchased intangible assets and accounting (contractual) cost) is fully recorded in the "Variables in the cost of tangible assets" account at the end of a month. 
125. Writing off the variables in the cost of materials or transportation and procurement costs for different types or groups of materials is made in proportion to the accounting cost of materials based on the ratio of the sum of the amount of variables or transportation and procurement costs at the beginning of a month (accounting period) and current variables or transportation and procurement costs for a month (accounting period) to the sum of the residual amount of materials at the beginning of a month (accounting period) and materials received at accounting cost during a month (accounting period). 
Calculated value multiplied by 100 produces a percent which shall be used when writing off the variables or transportation and procurement costs to the increase (appreciation) in accounting cost of used materials. 
126. Uninvoiced supplies refer to inventories received by the Company without accounting documents74. Uninvoiced supplies are recorded and recognized in analytical and synthetic accounting at accounting prices, meaning the price stipulated in supply agreement (contractual). 
127. Expenses for internal movement of inventories (amount departments and warehouses) are not added to the cost of purchased inventories and recognized as the cost of services, works or goods instead. 
2.5.3. Accounting for retirement of inventories
128. Inventories issued to production, sold to other parties or retired due to other reasons are evaluated at average cost75. 
129. Issue of materials to production refers to their removal from stock for rendering of services (providing of works, producing of goods) as well as the removal of materials for administrative needs. 
130. The following shall appear on primary accounting documents on materials issued from warehouse:
· name of material;
· quantity;
· price (accounting price);
· amount and purpose - number (code) and (or) name of a service (maintenance, repair, commissioning operations and so on) for which materials are issued, or the number (code) and (or) the name of expenses. 
131. For materials actually used, a receiving department compiles a Report on Materials Used specifying the name, quantity, accounting price and amount for each material, number (code) and (or) name of a service (maintenance, repair, commissioning operations and so on) for which materials are issued or the number (code) and (or) the name of expenses, quantity and amount per expense number, the quantity and amount of expense in excess of normal and the source of such expenses; the scope of works performed and the site where such works are performed are also specified if required. 
Removal of materials from the balance of accountable department and the recognition of their cost as manufacturing costs (depending on which purpose materials are used) is made based on the above mentioned Report. 
2.5.4. Accounting for inventories (including spare parts) recorded as units dismantled from fixed assets under renewal (reconstruction, modernization, repair)
132. Spare parts recorded as units dismantled from fixed assets under reconstruction are recognized at the accounting cost of most recently purchased similar spare parts less a percentage of actual deterioration of accounted items (not lower than the value of scrap metal) unless there is data on their current market value. 
74 The Order of the Ministry of Finance of the Russian Federation of 28.12.2001 No. 119n "On Approval of Methodological Guidelines for Accounting for Inventories" (as amended of 26.03.2007), paragraph 36. 
75 The Order of the Ministry of Finance of the Russian Federation of 09.06.2001 No. 44n "On Approval of Accounting standard on "Accounting for Inventories" PBU 5/01" (as amended of 26.03.2007), paragraph 16. 
133. Spare parts recorded as units dismantled from fixed assets under reconstruction are recognized separately from new spare parts using individual nomenclature numbers. 
134. If spare parts recorded as units dismantled from fixed assets under construction need repair, accounting is carried out as follows. Upon commencement of repair, the spare parts shall be transferred from credit side of inventory accounts (account 10 "Materials") to debit side of accounts for expenses associated with repair by structural units of auxiliary department (for example, the account 23 "Auxiliary production units"). All expenses associated with repair of mentioned spare parts shall also be recorded in debit side of the account. Upon the completion of repair, restored spare parts shall be transferred from credit side of repair expense account to debit side of inventories account (account 10 "Materials") at the cost including repairs. 
135. Inventories (including spare parts) left over after the retirement of fixed assets or other retirement shall be recognized based on their current market value at the date of accounting recognition 76. Current market value refers to the amount of cash that can be generated by sale of mentioned assets. 
2.5.5. Accounting for automobile tires
136. Automobile tires (tire casing, inner tube, rim band) used on wheels or as spare tires on vehicles and added to original cost are recognized as part of fixed assets. 
137. Automobile tires kept in reserve and those actually used are recorded in the sub account "Spare parts" to the account "Materials"77. Basic document that regulates the maintenance and use of tires is the Rules for Use of Automobile Tires approved by the Ministry of Industry and Trade of the Russian Federation on December 26, 1996 and the Ministry of Transport and Communications of the Russian Federation on June 16, 19997. (hereinafter referred to as Rules for use of automobile tires). Adherence to the mentioned rules is binding for all owners of vehicles. 
138. It is required to determine the purpose of use before automobile tires can be issued for use. Tires can be issued for:
· replacement of tires that became worn or useless for other reasons;
· for seasonal replacement (summer tires, winter tires, interseasonal tires);
· for replacement of worn seasonal tires. 
139. Replacement of tires which became worn or useless for other reasons is considered as maintenance (replacement of worn parts) of a vehicle that belongs to fixed assets. Therefore, in this case the Company applies the general rules regulating the procedure for recognizing expenses associated with repair and maintenance of fixed assets as production costs. Repair and maintenance expenses78 for automobile tires are added to the group of tangible expenses as part of production and operating expenses within the limits approved by the Ministry of Transport and Communications of the Russian Federation.
140. If seasonal tires are issued, their cost is recorded in the account 10 in the section of analytical account "Automobile tires in use". 
2. 6. Accounting methods applied for revenue, operating expenses and costs
2.6.1. General approaches of accounting for revenue and expenses
141. The Company divides revenue into operating revenue and other revenue. Operating revenue refers to the revenue accruing from services, works and sales of goods to outside organizations79. 
Operating revenue include:
· revenue from sales of services and works;
- revenue from industry activities;
- revenue from non-industry activities;
76 The Order of the Ministry of Finance of the Russian Federation of 09.06.2001 No. 44n "On Approval of Accounting standard on "Accounting for Inventories" PBU 5/01" (as amended of 26.03.2007), paragraph 9. 
77 Basic document that regulates the maintenance and use of tires is the Rules for Use of Automobile Tires approved by the Instruction of the Ministry of Transport and Communications of the Russian Federation of 21.01.2004 No. AK-9-r (hereinafter referred to as Rules for use of automobile tires). Adherence to the mentioned rules is binding for all owners of vehicles. 
78 The Order of the Ministry of Transport of the Russian Federation of 24.06.2003 No. 153 "On Approval of Guidelines for Accounting for Operating Revenue and Expenses Associated with Use of Vehicles", paragraph 43. 
79 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 32n "On Approval of Regulation on Accounting: Revenue of Organization PBU 9/99" (as amended of 27.11.2006) paragraph 5. 
Revenue from sales of services and works include all revenues associated with sales of other works and services. 
These revenues are divided based on the type of works and services:
· revenue from sales of industry-related services and works;
- consultation services;
- management services;
- other industry-related works and services;
· revenue from sales of non-industry related services and works;
- non-industry related works and services;
142. Other revenue include all revenues not accruing from the primary business operations. Revenue is recognized in accounting in the amount expressed in monetary form equal to the amount of cash inflow or other assets and (or) the amount of receivables80. 
143. Based on accrual principle, revenues are recognized in the accounting period when they occur irrespective of the actual receipt of cash. 
144. Revenues received (accrued) in a accounting period but related to future accounting periods as well as accounts receivable, debts for shortages occurred in previous years and identified in the accounting period, the difference between the sum collectable from guilty persons and the amount of tangible assets recognized in accounting when identifying shortage and damage are recognized as deferred revenue82. 
145. The Company divides expenses into production and operating expenses and other expense. 
Production and operating expenses refer to expenses associated with providing services and works83. 
146. Production and operating expenses include production-related costs (cost of services, works or goods) and administrative expenses. 
Production and operating expenses include the following expenses:
· expenses for works and services;
- industry-related expenses;
- non-industry related expenses;
Cost of works and services represents a total amount of expenses associated with provision of works and services. These expenses are divided based on the type of works and services:
· expenses for industry-related works and services;
· expenses for the provision of consultation services
· expenses for the provision of management services. 
· expenses for non-industry related works and services;
147. Expenses are recognized in two cases:
· when it is certain that expenses incurred represent the source of generating an associated revenue. Costs can be recognized as expenses directly (when selling services and works or recognizing administrative or selling expenses) or by the retirement of assets which were generated by these expenses (fixed assets, inventories, own output and so on). In this case, either production and operating expenses or other expenses (retirement of assets other than output) are recognized in accounting;
· when expenses incurred cannot be directly linked to a revenue or it is certain that expected revenue won't be generated by associated expenses. In this case, other expenses are recognized (for example, payment of interests on loans, expenses for assets shut-down and so on). Expenses are also recognized when a liability arises without an actual receipt of an asset. 
80 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 32n (as amended of 27.11.2006) "On Approval of Regulation on Accounting: Revenue of Organization PBU 9/99", paragraph 6. 
81 The Order of the Ministry of Finance of the RF of 09.12.1998 No. 60n (as amended of 27.11.2006) "On Approval of Regulation on Accounting: Accounting Policy of Organization PBU 1/98", paragraph 6. 
82 The Order of the Ministry of Finance of the RF of 31.10.2000, No. 94n (as amended of 18.09.2006) "On Approval of Chart of Accounts for Financial and Business Activity of Organization and Guidelines for their Application", the account 98 "Deferred Revenue". 
83 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 33n (as amended of 26.11.2006) "On Approval of Regulation on Accounting: Expenses of Organization PBU 10/99", paragraph 5
148. Production and operating expenses are recognized in the amount expressed in monetary form equal to the amount of payment in monetary or other form or the amount of payables84. 
149. Operating expenses are recognized in full as administrative expenses and fully added to the cost of services and works provided in the accounting period of their recognition as production and operating expenses85. Allocation of operating expenses among types of activities is made in proportion to the cost of works and services associated with each type of activity. In case direct cost for types of activities cannot be determined, operating expenses are allocated in proportion to the revenue from types of activity. 
2.6.2. Operating revenue and expenses
150. Operating expenses are recorded in the "Primary business operations" and "Administrative expenses" accounts. 
151. The account "Primary business operations" accumulates costs directly associated with the provision of services. 
152. The account "Administrative expenses" is used to record management expenses incurred to ensure the running of the Company as a business entity. The data on administrative expenses is generated per items and objects of expenses. 
153. Expenses for the provision of other works and services are recognized at sources of their occurrence as part of elements of expenses. 
2.6.3. Other revenue and expenses
154. Revenue from individual business operations not associated with the Company's primary business operations but performed in order to generate revenue is recognized as other revenue, and namely:
· revenues associated with the sale of the Company's assets other than cash, output and goods such as:
- revenue from sale of fixed assets;

- revenue from sale of intangible assets;

- revenue from sale of materials and inventories;

- revenue from sale of other assets;
· revenue received under agreements such as:
- income from holding securities;

- income from ownership interest in authorized capital of other organizations;

- profit generated from join-ventures; 

- use-of-money interest rate;

- property leasing-out
· other revenue. 
The revenue from sales of output or other assets is recognized at the moment of transfer of ownership right for this asset to a buyer. The moment of transfer of ownership right is determined in accordance to the terms of concluded agreements. Typically, the transfer of ownership right from the seller to the buyer is made at the moment of shipment if otherwise is not stipulated in the agreement. 
Other expenses include:
· expenses associated with generating revenue such as:
- property leasing-out

- expenses for income-yielding retirement of assets (barter, sale, contribution to authorized capital);
84 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 33n (as amended of 27.11.2006) "On Approval of Regulation on Accounting: Expenses of Organization PBU 10/99", paragraph 6
85 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 33n (as amended of 27.11.2006) "On Approval of Regulation on Accounting: Expenses of Organization PBU 10/99", paragraph 9
- expenses for the fulfillment of commutative contracts not related to transactions associated with primary business operations;

- these expenses can be either fixed (residual value of retiring depreciable asset, cost of materials) or recurrent (payment of direct taxes such as property tax and so on);

- expenses incurred due to meaningful activities (operations) arising from production or business necessity but not associated with generating respective revenues, both recurrent (expenses for fixed assets shut-down, payment of interests on loans and borrowings) and fixed (associated with participation in authorized capital of other organizations, cancelling production orders, accumulation of allowance reserve and the like). 
· expenses representing an indirect result of business operations and which were not intended to be incurred (exchange rate difference);
· expenses incurred when taken measures do not lead to expected result or generate even the opposite result such as losses (paid late fees, penalties and forfeits, written off bad debts);
· charity and welfare expenditures. 
· when recognizing surplus assets, the respective amount is recorded in the income account at the market value90 of surplus assets;
· when writing off the shortages of assets above the rates of natural loss provided that guilty persons are not identified or the court refuses to award damages, the respective amount is recorded in the expense account at the actual cost of shortages of assets. 
Value of surplus assets is determined as the cost of most recently purchased similar assets less actual physical deterioration of assets identified as surplus assets. If there is a lack of purchased similar assets, the value of surplus assets is determined by a working inventory commission and approved by the Director of the Company. 
Rates of natural loss applied for accounting are approved by the instruction of the Director of the Company or persons authorized by the Director within the limits provided in regulatory documents of Federal Executive Agencies. 
155. Other revenue86 refers to receipts occurred due to emergency circumstances of business activity of the Company (natural calamity, fire, accidents, nationalization and the like):
· insurance payouts; 

· coverage for losses caused by emergency events (fire, accidents and so on);

· salvage value of useless assets;

· other emergency-related revenue. 
Emergency-related expenses are recognized by the Company as expenses incurred due to emergency circumstances of business activity (natural calamity, earthquake, flood, fire, accidents, nationalization and the like), for example: payment for environmental damages, write-off the book value of lost or unrecoverable fixed assets, the cost of lost or damaged materials and goods and so on. Emergency-related expenses are recognized as other expenses in the account 91 "Other revenue and expenses". 
2.4.6. Deferred revenue and expenses
156. Deferred87 revenue refers to revenue from uncompensated receipt of assets and receivables for shortages, identified for previous years, the differences between sums collectable from guilty persons and the balance value of shortages of assets, the balances of non-used special purpose funds (including funds received from budget) and other.
157. Deferred revenue is recognized using the following breakdown of items:
· fixed assets received without compensation;
· other tangible assets received without compensation;
86 The Order of the Ministry of Finance of the RF of 06.05.1999 No. 32n "On Approval of Regulation on Accounting: Revenue of Organization PBU 9/99" (as amended of 27.11.2006) paragraph 13. 
· receivables for shortages identified for previous years;
· differences between sums collectable from guilty persons and the balance value of shortages of assets;
· other deferred revenue. 
158. Deferred revenue from uncompensated receipt of assets is recorded in the other revenue account in proportion to the cost of assets received without compensation recognized as expenses: for fixed assets – in proportion to accrued depreciation; for current assets – in full at the moment of recognition of cost of materials as expenses or at the moment of recognition of cost of goods in the sales account. 
If fixed assets are written off for any reason prior to their complete depreciation, residual portion of deferred revenue is recognized as other expenses at the moment of writing off the items of fixed assets. 
The value of uncompensated fixed assets which are not subject to depreciation in accordance to applicable regulations is not recognized as deferred revenue. When recognizing such assets, they are recorded in the investments in non-current assets account ("Investments in non-current assets") and recognized as other revenue ("Other revenue and expenses"). 
In case of uncompensated receipt of construction in progress, deferred revenue is recorded in the other revenue accounts ("Other revenue and expenses") simultaneously with the depreciation of mentioned items, that is, after the completion of the construction, commissioning and recognition as fixed assets. If the construction of these items is not eventually completed, deferred revenue is recognized as other revenue at the moment of writing off the construction in progress from the balance sheet for any reason. 
The Company recognizes expenses as deferred expenses and allocates these expenses among subsequent accounting periods when the amount of expenses is significant and such expenses are attributable to the generation of revenue over several accounting periods or when the link between expenses and revenue cannot be established directly or determined indirectly. 
159. The Company recognizes payments made and (or) transfer of other assets as deferred expenses if such payments and (or) transfer of assets is made unconditionally. 
If cash paid and (or) other assets transferred are refundable or returnable in case of refusal to accept works or services paid for with mentioned monetary or non-monetary means, receivables are recognized instead of deferred expenses. If it is expected that the amount of refunded monetary means or returned non-monetary means can be reduced according to the terms of an agreement, the amount of difference between paid (transferred) and refunded (returned) means is considered by the Company as penalties for non-performance of agreement (other expenses) ("Other revenue and expenses" account). 
If transfer of monetary means and (or) other assets is made unconditionally but the Company refuses to accept works or services paid for with mentioned monetary or non-monetary means or is certain that these works or services can't be used for other reasons, deferred expenses recognized earlier are fully recognized as losses (other expenses) at the moment of non-acceptance of works or services ("Other revenue and expenses" account). 
160. At the moment when incurred expenses start generating associated revenue, deferred expenses are recognized as operating expenses. 
Deferred expenses are recorded in the operating expense account in proportion to the passed period of time. In this case, deferred expenses include only lump sum payments associated with the purchase of licenses and software. Installment payments made in accordance to the terms of agreements associated with the use of licenses and software are added to the group of operating expenses (if payments are made on a monthly basis) or separated as an independent item of deferred expenses (if payments are made on a quarterly basis, annual basis and other). 
The period for writing off deferred expenses is determined by a supervisor based on an expert opinion or other documented confirmation. Deferred expenses shall be written off evenly over the period which they relate to. 
2.6.5. Selling expenses
161. Selling expenses refer to expenses associated with the selling of goods, works and services. 
The group of selling expenses includes:
87 The Order of the Ministry of Finance of the RF of 31.10.2000, No. 94n "On Approval of Chart of Accounts for Financial and Business Activity of Organization and Guidelines for their Application" (as amended of 18.09.2006), the account 98 "Deferred Revenue". 

· sales staff expenses (employed at commercial departments which are structural units of the Company responsible for) marker research, distribution and promotion of goods, works and services);
· advertising and promotion of services;

· maintenance and use of buildings and furniture;
· office supplies and expendable materials;
· hospitality expenses;
· business travel expenses; 
· other selling expenses. 
162. Selling expenses are recognized in full as the cost of services and works provided in the accounting period of their recognition as production and operating expenses. 
2.6.6. Accounting for exchange rate difference
163. Exchange rate difference refers to the difference between ruble value of an asset or liability denominated in foreign currency at the date of fulfillment of payment obligation or reporting date of current accounting period and the ruble value of the same asset or liability at the date of its accounting recognition or reporting of the previous accounting period88. 
164. Exchange difference occurs in the following cases:
· full or partial settlement of receivables or payables denominated in foreign currency if an exchange rate at the date of fulfillment of payment obligation differs from the exchange rate at the date of accounting recognition of these receivables or payables in the accounting period or differs from the exchange rate at reporting date of accounting report for accounting period in which such receivables or payables are recounted for the last time;
· recounting the value of assets and liabilities denominated in foreign currency:
- monetary units89 in the cash account of the Company;
- funds deposited in accounts of credit institutions;
- financial and payment documents;
- short-term currency securities (value of long-term currency securities is not subject to revaluation);
- uncleared settlements (including settlements on debts) with legal and natural persons (including advance holders);
- balance of special purpose funds received from budget or foreign sources as part of technical or other support granted to the Russian Federation in accordance to concluded agreements (treaties). 
165. Exchange rate difference shall be added to financial results as other revenue or other expenses unless exchange rate difference associated with the accumulation (increase) of authorized capital shall be recorded in the paid-in capital account91.
2.7. Accounting for provision for doubtful debts
166. Doubtful debt92 refers to receivables which are not settled at maturity stipulated in an agreement and not collaterized by any assets (down payment, pledge, payment guarantee, bill of exchange guarantee and other). 
167. The Company creates a provision for doubtful debts based on results of receivables inventory (quarterly). 
168. The size of the provision is determined for each doubtful debt based on financial standing (solvency) of a debtor and probability analysis for full or partial settlement of debt. 
88 The Order of the Ministry of Finance of the Russian Federation of 27.11.2006 No. 154n "On Approval of Regulation on Accounting: Accounting for Assets and Liabilities Denominated in Foreign Currency PBU 3/2006", paragraph 3. 
89 The Order of the Ministry of Finance of the Russian Federation of 27.11.2006 No. 154n "On Approval of Regulation on Accounting: Accounting for Assets and Liabilities Denominated in Foreign Currency PBU 3/2006", paragraph 7. 
90 The Order of the Ministry of Finance of the Russian Federation of 27.11.2006 No. 154n "On Approval of Regulation on Accounting: Accounting for Assets and Liabilities Denominated in Foreign Currency PBU 3/2006", paragraph 13. 
91 The Order of the Ministry of Finance of the Russian Federation of 27.11.2006 No. 154n "On Approval of Regulation on Accounting: Accounting for Assets and Liabilities Denominated in Foreign Currency PBU 3/2006", paragraph 14. 
92 The Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n "On Approval of Maintenance of Accounting Records and Financial Statements in the Russian Federation" (as amended of 26.03.2007), paragraph 70. 
169. Provision for doubtful debts is recorded in the account 93 63 "Provisions for doubtful debts"
170. The accumulation of the provision for doubtful debts (including accruals, use and write off the unused portion of the provision) is made by the accounting department. 
171. In case of retirement (settlement) of receivables, a respective amount is written off from the provision. Amounts written off from the provision are recognized as other revenue. 
172. As a doubtful debt for which the provision was created is recognized as bad debt, the amount of such debt shall be written off from the balance sheet as the decrease in the provision (by decreasing the balance of the "Reserves for doubtful debts" account and respective reducing of receivables). When recognizing receivables as bad debts for which the provision is not created over a accounting period, the provision for doubtful debts is not expanded and the amount of such bad debt is classified as other94 expenses ("Other revenue and expenses" account). 
Similarly, if the amount of bad debt exceeds the size of provision for doubtful debts to cover such receivables, the provision is not expanded and the excess amount is recorded as other expenses. 
173. If, prior to the end of reporting year following the year in which the provision for doubtful debts is created, such provision is not fully used, unused amount is added to other revenue at the end of the reporting year. 
174. Writing off the debt to losses due to insolvency of the debtor is not regarded as cancellation of debt. Such debt shall be recognized in off-balance records for five years from the moment of write-off to observe the possibility of its collection in case the financial standing of the debtor changes. 
2.8. Accounting methods applied for financial investments
177. Financial investments refer to non-physical assets able to generate economic benefits95 (income) in future in form of interests, dividends or capital gains (the difference between the selling (redemption) price and purchase price) as a result of exchange, use for settlement of liabilities or the increase in market value. 
Financial investments96 include:
· securities (government, municipal, securities of other organization including bonds and bills of exchange);
· contributions to authorized (stock) capitals of other organizations (including affiliates and dependent companies);
· investments under simple partnership agreement (joint-venturing);
· loans issued to other organizations;
· deposits at credit institutions;
· receivables purchased under claim assignment agreement and other. 
178. Bills of exchange issued by buyers of goods, works or services provided by organizations received by the Company from drawers for the settlement97 for these goods, works or services are not considered as financial investments and recognized as receivables from buyers and clients collaterized by received bills of exchange. 
179. Financial investments are divided into individually identified and non-individually identified. Individually identified investments refer to investments the unit of which has its own individual attributes such as series and number of a security, particulars of an organization in which the Company participates, particulars of such agreements as simple partnership agreement, loan agreement, deposit agreement, claims assignment agreements and so on. Non-individually identified investments refer to investments the unit of which, instead of individual attributes, has general attributes such as issue requisites of uncertified securities and so on.
93 The Order of the Ministry of Finance of the RF of 31.10.2000, No. 94n "On Approval of Chart of Accounts for Financial and Business Activity of Organization and Guidelines for their Application" (as amended of 18.09.2006), the account 63. 
94 The Order of the Ministry of Finance of the RF of 29.07.1998, No. 34n "On Approval of Maintenance of Accounting Records and Financial Statements in the Russian Federation" (as amended of 26.03.2007), paragraph 77. 
95 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 2. 
96 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 3. 
97 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 3. 
180. Unit of accounting for financial investments refers to:
· an individual investment (a security, contribution to authorized capital of an organization, a simple partnership agreement, a loan or deposit documented by an individual agreement, rights of claim purchased under an individual agreement and so on) as for individually identified investments; 

· a set of securities as for non-individually identified financial investments. Set of securities refers to the amount of securities of the same issue (thus, of the same issuer, class, circulation period, face value and the like) purchased through a single transaction. 
181. Analytical accounting for financial investments is carried out per short-term and long-term financial investments. Long-term investments refer to investments which are expected to generate income for the period of over one year. Other financial investments represent short-term investments. 
182. Accounting reports shall reflect financial investments as short-term or long-term98 depending on their circulation (redemption) period. 
Long-term financial investments shall be reclassified as short-term investments when 365 days are left before the redemption of securities or loans granted by an organization. 
183. Actual expenses for the purchase of financial investments refer to:
· sums paid to the seller under agreement;

· sums paid to organizations or other persons for information and consultation services associated with the purchase of mentioned assets;

· fees paid to intermediary organization or other persons through which financial investments are purchased;

· other expenses directly associated with the purchase of financial investments. 
Expenses associated with investing: 
· added to the cost of investments if such expenses are incurred before the moment or at the moment of accounting recognition;

· recorded as other expenses if such expenses are incurred after their accounting recognition. 
184. Financial investments are divided into two groups for further evaluation:
· financial investments with measurable current market value;

· financial investments with non-measurable current market value;
Financial investments in securities traded in a stock market (stock exchange, auction) with regularly available quotations refer to financial investments with measurable current market value. All other securities refer to financial investments with non-measurable current market value. Financial investments with measurable current market value are recognized at the end of reporting year at their current market value by adjusting their value99 to the previous reporting date. Mentioned adjustment is made on a quarterly basis. 
The difference between the current market value of financial investments at a reporting date and their value at the previous reporting date is recognized as other100 revenue or other expenses. Therefore, the increase in market value of investments is recorded in the debit side of "Financial investments" account and the credit side of "Other revenue and expenses" account, while the decrease in value is recorded in the debit side of "Other revenue and expenses" account and the credit side of "Financial investments". 
If a financial investment previously recognized as a financial investment with measurable current market value is reclassified as a financial investment with non-measurable current market value at a reporting date, such investment is recognized at the value of its last evaluation. 
185. Financial investments with non-measurable current market value are recognized at their original101 cost. 
186. If assets recognized as financial investments with measurable current market value are retired, the cost of such assets is recognized based on their last evaluation. 
98 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 41. 
99 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 20. 
100 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 20. 
101 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 21. 
If assets recognized as financial investments with non-measurable current market value are retired, the cost of such assets is determined as follows:
· contributions to authorized capital of other organizations (other than shares of joint-stock companies), loans granted to other organizations, deposits at credit institutions, receivables purchased under claim assignment agreement are recognized at their original102 cost per each retiring item of mentioned financial investments;
· securities (shares and bonds) are evaluated at their retirement using an average original103 cost which is determined per each type of securities;

· purchased bills of exchange are evaluated at their retirement (payment for works provided (goods, works, services)) at the cost of a unit;

· other financial investments are evaluated at the original cost of each retiring item. 
187. Income104 on financial investments is recognized as other revenue (other income). 
188. Expenses105 associated with granting loans to other organizations, financial investments service, fees paid to a bank/depositary for custody services and issuing a statement of securities account and other are recognized as other expenses. 
2.9. Specifics of accounting for transactions under simple partnership agreement
189. Under a simple partnership agreement106 (joint-venture agreement), two or more persons (partners) undertake to pool their funds and cooperate without forming a legal entity to make profit or pursue other legitimate goals. 
190. Contribution to a joint-venture is recognized as financial investments. Assets transferred as contributions under a joint-venture agreement (simple partnership agreement) are added by a partner to the group of financial investments at their book value107 at the date of entry of the agreement into force. 
191. For a contributing partner, the receipt of assets contribution is confirmed by receiving a note (advice note) from a partner for joint-venture on the accounting recognition of assets or by receiving a primary accounting document confirming the receipt of assets (certificate of delivery and acceptance, invoices, payment documents and so on).

192. When reporting financial results, each partner for joint-venture adds its portion of profit or losses accrued from joint-venture to the group of other108 revenue or losses. 
193. According to the Article 1050 of the Civil Code of the Russian Federation, assets receivable by each partner due to the division of property109 on the termination of a joint-venture are recognized as the redemption of contributions recorded as financial investments. If the difference between the cost of contribution recognized as financial investments and the cost of received assets on the termination of a joint venture occurs, such difference is added to the group of other revenue or other expenses when reporting financial results. Assets received by a joint-venture partner on the termination of a joint-venture are recognized at their off-balance value at the date of termination of a joint-venture. 
102 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 27. 
103 The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 28. 
The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting Standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 34. 
The Order of the Ministry of Finance of the Russian Federation of 10.12.2002 No. 126n "On Approval of Accounting Standard on "Accounting for Financial Investments" PBU 19/02" (as amended of 27.11.2006), paragraph 35, 36. 
106 Civil Code of the Russian Federation, Part II of 26.01.2006 No. 14-FZ (approved by the Federal Assembly of State Duma of Russian Federation on 22.12.1995), the Article 1014. 
107 The Order of the Ministry of Finance of the Russian Federation of 24.11.2003 No. 105n "On Approval of Regulation on Accounting: Guidelines for Joint-Ventures" PBU 20/03" (as amended of 18.09.2006) paragraph 13. 
108 The Order of the Ministry of Finance of the Russian Federation of 24.11.2003 No. 105n "On Approval of Regulation on Accounting: Guidelines for Joint-Ventures" PBU 20/03" (as amended of 18.09.2006) paragraph 14. 
109 The Order of the Ministry of Finance of the Russian Federation of 24.11.2003 No. 105n "On Approval of Regulation on Accounting: Guidelines for Joint-Ventures" PBU 20/03" (as amended of 18.09.2006) paragraph 15. 

2.10. ACCOUNTING METHODS APPLIED FOR EQUITY FUNDS (EQUITY)

194. Equity includes:
· authorized capital;
· reserve capital;
· additional paid-in capital;
· net (retained) earnings;
· other reserves. 
195. The Company does not reduce the amount of authorized capital by the amount of called up share capital: authorized capital and receivables for contributions to authorized capital are reported separately. 
196. All changes in the amount of authorized capital (including adding up the additional paid-in capital to authorized capital) are reported by the Company only after respective changes are made to the Company's constituent documents. 
197. Reserve capital110 is accumulated by the Company from its profit based on constituent documents and decisions of founders (stockholders) of the Company. Reserve capital serves to cover possible losses or to repurchase the shares of the Company in case of the lack of other funds. 
198. Additional paid-in capital includes capital gains on the Company's assets resulting from their revaluation and paid-in capital in excess of par value. 
Parts of additional paid-in capital are used separately. The amount of capital gains on the Company's assets resulting from their revaluation is used to mark down those assets which were appreciated earlier and only within the amounts accumulated for each inventory item. When writing off an item from the records (for any reason), the amount of accumulated appreciation is recorded in retained earnings account. Paid-in capital in excess of par value is used as a source to cover possible losses from business activities of the Company in accordance to a decision of the General Shareholders' Meeting (at the end of year).

199. Retained earnings are used by the Company for the following purposes:
· markdown of non-current assets in excess of the amount of additional paid-in capital (accumulated per each appreciating inventory item);
· purposes set by founders (stockholders) of an organization, including dividends payout, business development financing and other similar measures aimed at purchasing (creation) of new assets and so on. 
When there is a lack of funds allocated from net income (funds) of the Company to welfare expenses, authorized executives are entitled to make a decision on the recognition (recording) of other expenses of the Company within approved budgets (financial plans). 
2.11. Accounting methods applied for liabilities (payables)
200. The Company recognizes payables as liabilities if such payables arise from certain actions or inactions towards the other person (creditor) and are associated with the requirement to transfer monetary means or assets, provide works or services, or perform other actions to the benefit of such person (creditor) occurring in pursuance of an agreement, law or other regulation as well as usual and customary business practices. 
Liabilities are divided as follows:
· payables to suppliers of goods, works or services;
· payables to budget and non-budgetary funds;
· payables to employees;
· payables to buyers for advances received;
· debts for borrowed funds (loans and borrowings);
· other payables. 
110 The Federal Law "On Joint-Stock Companies" of 26.12.1995 No. 208-FZ (as amended of 24.07.2007), the Article 35. 
201. Payables to suppliers of goods, works and services are recognized in the amount of bills accepted for payment and the size of accrued liabilities in accordance to payment documents). 
202. Payables for uninvoiced supplies are recognized in the amount of received tangible assets based on the price and terms stipulated in agreements. 
203. The Company recognizes debts for raised borrowed funds (loans and borrowings) as an individual type of liabilities recorded in separate accounts. 
Debts for loans and borrowings are divided as follows:
· long-term and short term debts:
- short-term debt refers to a debt for raised loans and borrowing with maturity date not exceeding 12 months as stipulated in an agreement;
- long-term debt refers to a debt for raised loans and borrowing with maturity date exceeding 12 months as stipulated in an agreement;
· unmatured and overdue debts:
- unmatured debt refers to a debt for raised loans and borrowing, the maturity period of which is not yet expired or is extended in the appropriate manner;

- overdue debt refers to a debt for raised loans and borrowings with expired maturity period as stipulated in the terms of agreement. 
In case of additional agreement to the agreement, short-term debt is reclassified as long-term debt. 
204. The Company recognizes raised borrowed funds with maturity period of over 12 months as stipulated in a loan or borrowing agreement as long term payables until the expiry of the mentioned maturity period. 
205. Debt for raised loans and borrowings is evaluated taking into account interests due under the terms of agreement at the end of a accounting period. 
206. Expenses associated with raising and using of loans and borrowings (interests on raised loans and borrowings, interests, discount on notes and bonds, additional expenses for loans and borrowings as well as exchange rate differences related to interests due on loans and borrowings) are recognized as other expenses for the respective accounting period. Exceptions from this procedure represent expenses for loans and borrowings which are addable to the cost of investment assets or the cost of other assets. 
207. Expenses for loans and borrowing raised to purchase fixed asses and intangible assets which cannot be recognized as investment assets are recorded as part of other expenses using general procedure. 
208. Additional111 expenses associated with the raising of loans and borrowings, issue and placement of debt instruments include the following expenses related to:
· the provision of legal advice and consultation services to a borrower (including audit upon request of creditor);

· provision of reprography services;

· payment of taxes and levies (if provided in applicable laws);

·  carrying out appraisements;

· use of communication services;

· other expenses directly associated with the raising of loans and borrowings. 
If additional expenses associated with the raising and use of financing do not relate to the increase in value of an investment asset, such additional expenses are added to the group of other expenses in the accounting period in which they are incurred (without preliminary recognition as payables and proportional write-off as other expenses over the maturity period of debt instruments). 
Payables arising from the receipt of borrowed funds by issuing a bill by the Company are recognized as follows:
111 The Order of the Ministry of Finance of the Russian Federation of 02.08.2001 No. 60n "On Approval of Accounting standard on "Accounting for loans and borrowings and related expenses" (PBU 15/01)" (as amended of 26.11.2006), paragraph 19. 
· when raising borrowed funds by issuing an interest-bearing promissory note 112, the payables are recognized in the amount of actually received sum that is equal to principal amount of a promissory note. Accrual of interest increases the amount of payables until the repayment to the creditor;
· when raising non-interest bearing financing by issuing a promissory note, the payables are recognized in the amount of actually received sum that is equal to principal amount of a promissory note. The amount of payables remains unchanged over the entire maturity period;
· when raising financing by issuing a discount promissory note, the payables are recognized in the amount of received funds plus discount (income payable to the creditor at the redemption of a promissory note by the debtor), which is equal to principal amount of a promissory note. The amount of payables also remains unchanged (the amount of income payable to the debtor initially generates the amount of payables) over the maturity period. 
209. When issuing a promissory note (bonds) to raise financing in monetary form, the amount of interests or discount payable to a promisee is added to the group of other expenses. Such expenses are recognized at the moment of their accrual. The amount of interests payable is accrued for the past month on the last business day of each month. 
Such expenses are not considered as deferred expenses. 
210. Other expenses for discounts and interest-bearing promissory notes are recognized at the moment of their accrual. The Company does not consider such expenses as deferred expenses; the amount of discount payable is added to the group of other expenses at the moment of remittance of a promissory note to a remittee (original promisee); the amount of interests payable is accrued for the past month on the last business day of each month.
2.12. Accounting for income tax
211. Accounting recognition and the procedure for reporting the data on income tax calculations is provided in the accounting standard 18/02 "Accounting for income tax". 
The difference between accounting income (loss) and taxable income (loss) in a accounting period occurred as a result of applying different standards of accounting for revenue and expenses which are provided in accounting regulations and tax laws of the Russian Federation consists of permanent differences and temporary differences. 
212. Permanent difference (PD) represent revenue and expenses which are used to determine an accounting income (loss) in a given accounting period and deductible from the tax base for both the accounting period and a subsequent period. PD results in a permanent tax liability (PTL) that is equal to a PD occurred in a accounting period multiplied by income tax rate. 
In order to report an accounting income and taxable income, the following permanent differences are applied:
· labor expenses incurred in excess of expenses provided in the Article 255 of the Tax Code of the Russian Federation and expenses not recognized for tax purposes in accordance to the Article 270 of the Tax Code of the Russian Federation;
· expenses for optional insurance in excess of expenses provided by the Article 255 and the Article 263 of the Tax Code of the Russian Federation;
· expenses for non-state pension provision in excess of expenses provided by the Article 255 of the Tax Code of the Russian Federation;

· interests on debt instruments paid in excess of the amount recognizable for tax purposes (Article 269 of the Tax Code of the Russian Federation). Threshold amount of interest recognized as an expense is equal to the amount of discount rate of the Central Bank of the Russian Federation multiplied by 1.1 at accrual of debt denominated in rubles, or equal to 15 percent as for debt instruments denominated in foreign currency:

· expenses related to uncompensated transfer of assets (goods, works, services) in the amount of cost of assets and expenses related to their transfer (paragraph 16 of the Article 270 of the Tax Code of the Russian Federation);

· hospitality expenses incurred in excess of expenses provided by the Article 264 of the Tax Code of the Russian Federation;
112 The Order of the Ministry of Finance of the Russian Federation of 02.08.2001 No. 60n "On Approval of Accounting standard on "Accounting for loans and borrowings and related expenses" (PBU 15/01)" (as amended of 26.11.2006), paragraph 18. 
· advertising expenses incurred in excess of expenses provided by the Article 264 of the Tax Code of the Russian Federation. Application of different procedures of accounting for uncompensated receipt of assets for accounting purposes and tax purposes (paragraph 4 of item 1 of the Article 271 of the Tax Code of the Russian Federation);

· income (loss) associated with the occurrence of the difference between estimated value of assets when contributing such assets to the authorized capital of other organization and the value at which these assets are recognized in the balance sheet of a contributing party (paragraph 1 of the Article 277 of the Tax Code of the Russian Federation);

· revenue from the amount of payables to budget of different levels written-off or reduced in accordance to the laws of the Russian Federation (paragraph 1 of item 21 of the Article 251 of the Tax Code of the Russian Federation);

· other expenses associated with production and distribution and other expenses incurred in excess of the limit provided by the Chapter 25 of the Tax Code of the Russian Federation. 
Permanent differences are recognized based on the data in primary accounting documents and tax ledgers. 
213. Temporary differences (TD) represent revenue and expenses which are used to determine accounting income (loss) in a given accounting period, while making up the income tax base for another tax period(-s). 
Temporary differences are divided depending on how they impact a taxable income as follows:
· deductible temporary differences (DTD);

· taxable temporary differences (TTD). 
214. Deductible temporary differences (DTD) result in deferred income tax (deferred tax asset, DTA) deductible from the amount of income tax payable in the following accounting periods. 
In order to report an accounting income and taxable income, the following deductible differences are applied:
· application of different accounting and tax standards on recognition of a balance value of fixed assets at their disposal (paragraph 3 of the Article 268 of the Tax Code of the Russian Federation);

· extra amount of income tax paid which is not refunded but recognized when calculating the amount of taxable income in a accounting period or periods following the accounting period in which such extra amount is paid;

· loss carried forward and not deducted from income tax in a given accounting period, but which shall be recognized for tax purposes in subsequent accounting periods;

· other similar differences. 
Temporary differences are recognized based on the data in primary accounting documents and tax ledgers. 
215. Taxable temporary differences (TTD) result in deferred income tax (deferred tax liability, DTL) which shall be added to the amount of income tax payable in the following accounting periods. 
In order to report an accounting income and taxable income, the following deductible temporary differences are applied:
· the difference resulted from the estimation of value of fixed assets for accounting and tax purposes (exchange rate differences, registration of assets and other expenses not recognized at estimating the value of depreciable assets for tax purposes);

· application of different accounting and tax standards on recognition of expenses for overalls with useful life of over 12 months as specified in the issue chart. 
Temporary deductible differences are recognized based on the data in primary accounting documents and tax ledgers. 
2.13. Segment information
216. Primary information for the purposes of data generation per reporting segments refers to the information on geographical segments, while secondary information refers to the information on operating segments. 
2.14. RESEARCH AND DEVELOPMENT EXPENSES:
217. Expenses for research and development shall be recognized as operating expenses from the first date of a month following the month in which the results of R&D efforts begin to be used to produce goods (provide works or services) or to fulfill administrative needs of an organization. The amount of expenses for each completed R&D project is recognized as a unit of accounting and considered as an inventory item. 
218. Write-off of expenses for each completed R&D project is made using straight line method. 
219. The period for the write-off of expenses for R&D projects is set by a special purpose commission based on expected useful life of the results of R&D efforts over which such results are expected to generate economic benefits but not exceeding 3 years. 
2.15. PROCEDURE FOR CONVERSION OF SHARES DUE TO REORGANIZATION
220. When reorganizing in form of a merger, affiliation or transformation resulting in the conversion of shares of reorganized organization to the shares of newly established organizations or to the shares of organization to which other organization is affiliated, the value of shares received by shareholders of reorganized organization, newly established organizations or the organization to which other organization is affiliated is considered as equal to the value of converted shares of reorganized organization based on the tax accounting data of a shareholder at the end date of reorganization (date of the cessation of business activity of each affiliated legal person as recorded in the Unified State Register Of Legal Entities, when reorganizing in form of affiliation). 
2.16. DEFERRED EXPENSES
221. Account 97 "Deferred expenses" records:
- start-up expenses; 

- expenses for the purchase of licenses;
- expenses for the purchase of software without the transfer of ownership right to IDGC of Volga, JSC;
- payment of future vacation allowance;
- expenses for compulsory and optional insurance
- other similar expenses. 
Write-off to expenses (or related sources) is made proportionally over the period to which such expenses belong. 
222. Expenses for the subscription for periodicals are recognized as advances made before the receipt of subscriptions. 
2.17. PROVISION FOR VACATIONS
223. Provision for vacations is not available. Expenses for vacation allowances are recognized in the amount of actual allowances accrued in the accrual period. 
2.18. EVENTS AFTER REPORTING DATE
224. Event after reporting date refers to a business event that affected or may affect the financial standing, cash flow or financial results of the Company and that occurred between the reporting date and the approval date of accounting reports for reporting year. Announcement of annual dividends in the applicable procedure based on the result of a given reporting year is considered as an event after reporting date. Implications related to events after reporting date are disclosed in an explanatory note to accounting reports. 
225. The Company reports events after reporting date which affected or may affect the financial standing, cash flow or the results of business activity of the Company and which occurred in the period between the reporting date and the approval date of accounting reports. 
226. Event after reporting date are recognized in accounting reports by adjusting the data on existing assets, liabilities and equity, revenue and expenses of the Company and disclosing related information in an explanatory note. 
227. To measure the implications of an event occurred after reporting date in a monetary form, an estimate and documents to confirm such estimate are compiled. The estimate is prepared by a department to which an even is functionally related. 
2.19. INFORMATION ON AFFILIATED ENTITIES
228. Information on affiliated entities and transactions with affiliated entities is disclosed in an explanatory note to the annual report. Information is submitted by the non-financial capital department in writing for the purposes of explanatory note not later than February 20 of a year following the reporting year. 
2.20. SUBSTANTIALITY GUIDELINE
229. Substantiality guideline:
- more than 5 percent of the value of assets (liabilities) in the currency of balance sheet;
- more than 5 percent of the amount of revenue from sales for the form No. 2 "Profit and Loss Statement". 
2.21. CONTINGENCIES
230. Accounting reports reflect contingencies which implications and possibility of occurrence are uncertain. 
231. Contingencies include: 

- court proceedings in progress on the reporting date;
- unresolved disputes with tax authorities;
- guarantees and other types of collaterals issued to third parties which maturity periods are not expired;
- discounted bills of exchange which are to be expired;
- other similar facts. 
232. Contingent losses are recognized by accruals to the provision for deferred expenses in analytical and synthetic accounting as final entries before the approval of annual accounting report. 
233. The calculation of income (loss) is made in accordance to the guidelines provided in "Accounting Standard on Contingencies (PBU 8/98)". The estimate is prepared by a department to which a contingency is functionally related. 
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1.
ORGANIZATION OF TAX ACCOUNTING
The present regulation is drawn up in compliance with the system of accounting, financial and tax laws of the Russian Federation applicable as of September 1, 2007 and based on expert opinions and views of:
· personnel of IDGC of Volga, JSC;
· accounting department supervisors of the Company;
· those responsible for providing detailed and accurate information on the Company's activities and its property status.
This Regulation serves to:
· ensure unified methodology for the organization and maintenance of accounting applied both for various accounting periods and individual units of the Company (including the preparation of reports);
· ensure the accuracy of tax reporting;
· ensure the generation of detailed and accurate data on such items of taxation as income, expenses, property, property rights, liabilities and business operations of the Company the value of which comprises the tax base for the current reporting (tax) period;
· provide the information for internal and external users to ensure the supervision over the accuracy of calculation and the promptness of payment of taxes to budgets, taking into consideration the organizational and industry specifics of the Company.
Other regulations of the Company should not contradict the provisions of the present Regulation. 

The Company calculates and pays taxes and levies in accordance to the laws of the Russian Federation on taxes and levies and regulatory legal acts on taxes and levies of local government authorities.
Tax accounting is maintained using tax ledgers without special tax accounts.
Tax ledgers are prepared using data from accounting records.
Procedure for preparing tax reports, the forms of tax ledgers and guidelines for their maintenance, the procedure for the generation of tax base, calculation and payment of taxes and levies are regulated by the present Regulation based on applicable laws.
Tax ledgers are maintained using special hard copy forms and in electronic formats used by the Company.
Introduction of changes to the approved forms of tax ledgers and statements as well as introduction of new forms of tax ledgers and statements is made provided that laws on taxes and levies are changed. 
Settlements on taxes and levies are recognized in accounting records steadily and separately for each tax or levy per different budget levels and each non-budgetary fund as well as per type of liability (tax or levy, late fees, penalties).
For income tax, the calculation and payment are made to budgets at the location of individual units of the Company and settlements are recognized per respective individual unit, budget level and type of liability. 

Other federal and local taxes calculated by the Company are paid based on the requirements of laws relating to the calculation of a tax base and tax liabilities. 

The form of consolidated tax ledger for income tax is an integral appendix to the present Regulation. 
2.
RESPONSIBILITY FOR TAX ACCOUNTING AND TAX REPORTING
General Director and Chief Accountant of the Company are responsible for the completeness, accuracy and promptness of calculation of taxes ad levies. 
Tax reports are based on the data from accounting and tax ledgers. Ledgers shall be printed and signed by persons who maintain them on a quarterly basis. These persons are responsible for the accurate recognition of business operations in accounting records and tax ledgers. 
3.
VALUE ADDED TAX
3.1. Generalities
· Customs Code of the Russian Federation of May 28, 2003 No. 61-FZ (as amended of December 23, 2003, June 29, August 20, November 11, 2004, July 18, 2005, December 31, 2005, January 10, 2006 and February 18, 2006).
·  Other regulatory documents.
The Company also conforms to individual provisions of non-regulatory documents, including guidelines of the Ministry of Finance of the Russian Federation, Federal Tax Service of the Russian Federation, and the Inspectorate of the Federal Tax Service of the Russian Federation. (paragraph 4.1 of the Article 32 of the Tax Code of the Russian Federation).
3.2. Item of taxation
Item of taxation for value added tax refers to the following transactions:
1) selling of goods (works, services) on the territory of the Russian Federation, including selling of pledges and transfer of goods (results of works or services provided) under an accord and satisfaction agreement or deed of novation as well as transfer of ownership rights. Transfer of ownership rights for goods or results of works or services provided without compensation is considered as a disposal of goods (works, services);
2) transfer of goods on the territory of the Russian Federation (provision of works or services) for own needs, the expenses for which are not recognized as deductible (including depreciation expenses) when calculating income tax;
3) installation and construction works for own needs;
4) entry of goods to the customs area of the Russian Federation.
Specifically, transactions on the transfer of goods (works, services) for advertising purposes with purchase (creation) cots exceeding 100 rubles are considered as an item of taxation.
3.3. Calculation of tax base for sales of goods (works, services)
The moment of determination of tax base (excluding disposal conditions stipulated in the paragraphs 3, 7-11, 13-15 of the Article 167 of the Tax Code of the RF) shall refer to the earliest of the following dates:
1) date of shipment of goods (works, services), transfer of ownership rights;
2) date of full or partial payment for upcoming shipment of goods (provision of works or services), transfer of ownership rights.
Revenue from sales of goods (works, services) and transfer of ownership rights is determined based on the total amount of revenue related to payments transactions for mentioned goods (works, services) and ownership rights received in monetary and (or) non-monetary form, including payment with securities. 
Tax base for sold goods (works, services), according to the paragraph 1 of the Article 154 of the Tax Code of the Russian Federation, is determined as the cost of these goods (works, services) calculated based on the prices determined in accordance to the Article 40 of the Tax Code of the RF adding excises (if excisable goods) and without imposing VAT on these goods.
According to the paragraph 2 of the Article 154 of the Tax Code of the RF, when transferring of goods (works, services) under barter transactions without compensation, the tax base is determined as the cost of mentioned goods (works, services) calculated based on the prices determined in accordance to the Article 40 of the Tax Code of the RF adding excises (if excisable goods) and without imposing VAT on these goods.
In tax accounting, uncompensated transfer of assets refers to non-operating expenses so the amount of accrued VAT is recognized in tax accounting as part of non-operating expenses.
Full or partial payment for upcoming shipments of goods (provision of works or services) and transfer of ownership rights in any form (monetary or non-monetary) is added to the tax base for VAT (paragraph 1 of the Article) 167 of the Tax Code of the RF).
Securities (shares, bonds, promissory notes including those issued by third parties as well as claims for receivables) received by a supplier as advance payments increase the tax base for the tax period in which they are recognized. 
Besides direct payments from buyers, the tax base is increased by sums associated with payment transactions for goods (works, services) in accordance to the Article 162 of the Tax Code of the RF) such as:
· sums received as interest (discount) on issued bonds or promissory notes to pay for transferred goods (works, services), interest on credit sales, the amount of which exceeds the amount of interest calculated based on discount rate of the Central Bank of the Russian Federation applicable over the period of accrual of interest on goods (works, services) sold on credit, financial aid, contributions to special purpose funds, extra payments or sums differently related to the payment for sold goods (works, services); 
· amount of insurance payout received under insurance policy for non-performance of contractual obligations by a contracting party of insured creditor, if insured contractual obligations provide that the insured shall transfer taxable goods (works, services) (the amount of insurance payout is recognized as revenue from transactions involving the transfer of goods, works or services).
· Excess of the amount of revenue from assigned claim over the value of assigned claim as recognized in accounting records.
If the Company reassigns its pecuniary claim purchased from creditor which stems form the agreement on sale of taxable goods (works, services), the tax base shall include the difference between the value of claim sold to a third party and the original cost of such claim (the Article 155 of the Tax Code of the RF).
3.4. Calculation of tax base for transfer of goods (provision of works or services) for own needs
According to the Article 159 of the Tax Code of the RF, the tax base for transactions involving transfer of goods (provision of works or services) for own needs, the expenses for which are not recognized as deductible when calculating income tax, is determined as the cost of transferred goods (provided works or services) calculated based on selling prices for identical (same-type, if not available) goods (similar works or services) applicable in the previous tax period, and, if not available, based on market prices adding excises (if excisable goods) without imposing VAT on these goods. 

If market prices are not available, the cost of goods transferred or works and services provided for own needs is estimated based on their value in accounting records. 
Criteria for recognition of mentioned transactions include: 
· expenses in the amount of cost of goods (works, services) are not recognized for tax purposes;
The amount of VAT accrued at the transfer of goods (provision of works or services) for own needs is recognized on the debit side of the account 91.2 "Other expenses" or on the debit side of the respective expense account (26, 29) along with the recognition in analytical accounts which reflect taxable expenses. This business operation is documented by a copy of invoice and recorded in sales ledger for the tax period when above mentioned accounting entries are made.
The amount of accrued taxes is not recognized as part of expenses for income tax purposes.
3.5. Tax base for installation and construction works for own needs 
Such works include:
Own-account works;
Installation and construction works for own needs also include own-account reconstruction and modernization activities.
Installation and construction works fully performed by outside contractors do not represent an item of taxation, despite that the cost of such works may include the expenses of the department for capital projects of the Company.
When performing installation and construction works for own needs, the tax base is determined as the cost of works provided calculated as the total amount of all actual expenses of the Company for carrying out these works. Such expenses include depreciation, cost of materials, wages of staff, unified social tax paid from these wages, provision for industrial injury insurance, mandatory pension insurance and expenses of the department for capital projects.
According to the paragraph 10 of the Article 167 of the Tax Code of the RF, the moment of determination of the tax base for installation and construction works for own needs is the last day of a month of each tax period. 
Only data from accounting records related to the cots of installation and construction works for a month is used for the tax base calculation. 
The following accounting entries comprise the tax base for the collection of projects
	Construction method 
	Debit side of account
	Account name
	Credit side of account 

	Own-account 
	08.03
	Own-account construction of production-related fixed assets
	01, 02, 05, 10, 23, 30, 60, 69, 70, 97

	Own-account 
	08.03
	Own-account construction of production-related fixed assets
	01, 02, 05, 10, 23, 30, 60, 69, 70, 97


The amount of VAT accrued from the scope of installation and construction works carried out for own needs is recorded in the credit side of the account 68 in correspondence with the account 19 if an object of construction is intended to carry out VAT-taxable operations. If an object of construction is not intended to carry out VAT-taxable operations, the amount of accrued VAT is recorded on the debit side of the account 08. The scope of all installation and construction works is documented by an invoice and recorded in the sales ledger.
3.6. Timing for tax base calculation
The moment of tax base calculation refers to the following dates: 
1) date of shipment of goods (works, services), transfer of ownership rights (if goods are not shipped and transported but the ownership right for these goods is transferred, such transfer of ownership right is deemed equal to the shipment for the purposes of the present chapter);
2) date of full or partial payment for upcoming shipment of goods (provision of works or services), transfer of ownership rights;
3) date of shipment (transfer) of goods (works, services) if uncompensated transfer of goods (results of works or services) as well as transfer for own needs.
According to the paragraph 14 of the Article 167 of the Tax Code of the RF, if the moment of tax base calculation is the date of full or partial payment for the upcoming shipment of goods (provision of works or services) or the date of transfer of ownership rights, the moment of tax base calculation also occurs at the date of shipment of goods (provision of works or services) or at the date of transfer of ownership rights to offset previously received full or partial payment. 
3.7. Calculation and payment of value added tax by tax agent
According to the Article 161 of the Tax Code of the RF, when goods (works, services) are sold on the territory of the Russian Federation by non-resident taxpayers who are not registered as taxpayers at tax agencies, the tax base is determined by a tax agent, a buyer of goods (works, services), as the amount of revenue from sales of these goods (works, services) including taxes. 
According to the paragraph 4 of the Article 174 of the Tax Code of the RF, when goods (works, services) are sold on the territory of the Russian Federation by non-resident taxpayers who are not registered as taxpayers at tax agencies, the payment of taxes is made by a tax agent simultaneously with the payment (transfer) of monetary means to such taxpayers. In case of partial payment, the amount of VAT shall be paid to a budget in the amount calculated based on the amount of such partial payment.
The tax liability towards a budget arises at the date of payment to non-resident supplier, and at this date the respective amount of payment shall be transferred from the account 60(76) to the account 68.01 using the exchange rate of the Central Bank of Russia applicable at this date. 
At the moment of recognition of goods (works, services), the Company as a tax agent shall compile a copy of invoice for the full amount of revenue payable to a non-resident person under the terms of agreement that shows VAT separately. Such invoice shall be marked as "Payment on behalf of non-resident". This invoice shall be registered in the sales ledger for each date of payment to non-resident supplier. The invoice compiled by the Company shall be registered in a purchase ledger after the payment of respective tax to a budget. 
The amount of input VAT is recorded at the exchange rate applicable on the date of recognition of goods (works, services). Deduction is made in the amount paid to a budget (currency equivalent of paid tax is calculated at the exchange rate applicable on the date of occurrence of tax liability towards a budget). This results in an exchange rate difference that, in relation to the amount of input VAT on the date of recognition of deduction, shall adjust the amount of tax recorded on the debit side of the account 19 in correspondence with the account 91. 
If governmental authorities or local authorities rent out federal property, property of constituent entities of the Russian Federation or municipal property within the territory of the Russian Federation, the tax base is determined by the Company-lessee (tax agent) separately for each leased asset as the amount of rental payment including taxes. The Company shall calculate, collect from income payable to Lessor and paya respective amount of taxes to the budget. The Company shall also issue an invoice and register it in its sales ledger. 
Tax liability towards a budget occurs at the end of tax period on the applicable date (20th day of the following month).
3.8. Application of tax deductions
The Company is entitled to reduce the amount of taxes calculated in compliance with the requirements of the Tax Code of the Russian Federation by tax deductions provided by the Code. 
The following amounts of VAT are subject to deduction (complete list of deductions provided in the Article 171 of the Tax Code of the RF):
1. Amounts charged to suppliers (contractors) when purchasing goods (works, services) or ownership rights on the territory of the Russian Federation, or paid at the entry of goods to the customs area of the Russian Federation under different customs treatments such as release for domestic consumption, temporary import or processing outside the customs territory, or at the entry of goods crossing the customs border of the Russian Federation without customs control and customs clearance, in relation to the following: 
· goods (works, services) as well as ownership rights purchased for performing operations which are defined as taxable by the Tax Code of the RF, excluding goods specified in the paragraph 2 of the Article 170 of the Tax Code; 
· goods (works, services) purchased for resale.
2. Amounts paid by a tax agent on behalf of supplier (contractor) when performing duties of a tax payer in accordance to the Article 161 of the Tax Code of the RF:
· when leasing federal property, property of constituent entities of the Russian Federation or municipal property from governmental agencies or local authorities; 
· when paying for goods, works and services or ownership rights transferred on the territory of the Russian Federation by non-resident organizations not registered at tax authorities as tax payers. 
3. Amounts charged by the seller to the buyer and paid by the seller to the budget when selling goods provided that the buyer returns these goods (including over warranty period) to the seller or refuses to accept them. Amounts of VAT paid on works provided (services rendered) are subject to deduction provided these works (services) are not accepted (Article) 171, paragraph 5 of the Tax Code of the RF).
4. Amount calculated and paid by the Company to the budget from the amounts of full or partial payment for upcoming shipments of goods (provision of works or services) if transferred on the territory of the Russian Federation at the moment of shipment of goods (provision of works or services) or in case of the change of agreement conditions or termination of the agreement and refund of respective amounts of advance payment.
5. Amounts charged by contractors (developers) for carrying out capital projects, assembly (installation) of fixed assets as well as charged for goods (works, services) purchased to carry out installation and construction works for unfinished capital projects.
6. Amounts paid on business travel expenses (travel to the business trip destination and back, including train fee for the use of bedding as well as lodge expenses) and hospitality expenses subject to deduction when calculating income tax of organizations. 
7. Amounts of VAT refunded by shareholder (stockholder, mutual fund investor) on property, intangible assets or ownership rights when transferring them to a tax payer as contribution to authorized (stock) capital (mutual fund) provided that such assets are intended for carrying out VAT-taxable operations. 
According to the Article 172 of the Tax Code of the RF, tax deduction is made based on invoices issued by sellers when purchasing of goods, works, services or ownership rights at the moment of their recognition (including purchased fixed assets).
For fixed assets not requiring assembly, tax deduction is made in full after their recognition as fixed assets (recording the account 01);
For equipment requiring assembly and recorded in the account 07, the tax deduction is made in full after accounting recognition of such equipment requiring assembly. 
If purchased goods (works, services) are paid for with non-monetary assets, the tax deduction is made in the portion equal to the book value of non-monetary assets transferred to cover payables (paragraph 2 of the Article ) 172 of the Tax Code of the RF).
As of January 1, 2007, according to the paragraph 4 of the Article 168 of the Tax Code of the RF, the amount of tax is paid to the supplier based on money transfer order when carrying out barter transactions, offsetting counterclaims and using securities as payment instrument. Therefore, as of January 1, 2007, the deduction of VAT is made only after payment of VAT based on money transfer order when carrying out above mentioned transactions. 
When purchasing goods (works, services) and ownership rights using invoices issued by sellers in nominal monetary units, the deduction of VAT is made only after actual payment to supplier. 
The amount of VAT, payable by a tax agent in case of entry of goods to the customs area of the Russian Federation as well as the VAT on the cost of installation and construction works performed for own needs, is deducted after payment of the tax to the budget. 
According to the paragraph 2 of the Article 170, the amount of VAT on goods, works and services purchased to carry out non-VAT taxable operations is added to the cost of such goods, works and services.
Amounts of VAT charged when purchasing goods (works, services) or actually paid at the entry of goods to the territory of the Russian Federation are added to the cost of such goods (works, services) in the following cases:
1) purchase (import) of goods (services, works), including fixed assets and intangible assets used to carry out operations involving production and (or) distribution (as well as transfer, carrying out, rendering for own needs) of non-taxable (released from taxation) goods (works, services); 
2) purchase (import) of goods (services, works), including fixed assets and intangible assets used to carry out operations involving production and (or) distribution (as well as transfer, carrying out, rendering for own needs) (released from taxation) goods (works, services) which are not transferred on the territory of the Russian Federation; 
3) purchase (import) of goods (works, services) and ownership rights used for production and (or) sale (transfer) of goods (works, services) involving sale (transfer) operation which are not considered as sale of goods (works, services) in accordance to the paragraph 2 of the Article 146 of the Tax Code of the RF.
Amounts of VAT charged by sellers of goods (works, services) used to carry out taxable or non-taxable operations, are deducted or recognized as part of the cost of such goods (works, services) in the portion of their use in production and (or) sale of goods (works, services) or ownership rights involving taxable transfer operations, – for goods (works, services) or ownership rights used to carry out taxable or non-taxable operations in the procedure provided by the accounting policy for tax purposes.
Such portion is determined based on the cost of shipped goods (works, services) and ownership rights involving taxable transfer operations (or released from taxation) as part of the total cost of goods (works, services) or ownership rights shipped for a given tax period. 
If the portion of expenses for tax break eligible operations does not exceed 5 percent of the total expenses of the Company, the full amount of VAT is subject top deduction in compliance with conditions specified in the Article 172 of the Tax Code of the RF.
If goods or other assets (excluding fixed assets and intangible assets) are purchased to carry out VAT-taxable and non-VAT taxable operations simultaneously or, at the moment of accounting recognition of such tangible assets, it is uncertain whether they are intended to carry out VAT-taxable or non-VAT taxable operations, such assets are recorded in the purchase ledger in the full amount of input VAT and the deduction of VAT is made in full at the end of a month. 
Then, at the end of a month, the portion of expenses incurred when carrying out non-VAT taxable operations is identified in the total amount of expenses for this month. If such amount exceeds 5 percent of the total expenses, coefficients used to determine the refundable amount of VAT for all respective purchases are calculated.
3.9. Refund of previously collected value added tax
According to the paragraph 3 of the Article 170 and the paragraph 6 of the Article 171 of the Tax Code of the RF, refund of previously collected amount of VAT is made in the following cases:
· transfer of property, intangible assets and ownership rights as a contribution to the authorized (stock) capital of business entities and joint-ventures or mutual funds in investment funds of cooperatives (in the month of transfer); 
· transition to simplified tax system or system of unified tax on imputed income (in the month preceding the transition to the mentioned systems);
· further use of such goods (works, services) including fixed assets and intangible assets or ownership rights for carrying out non-taxable operations (in the month of transfer).
Refund of VAT is not made in relation to low-value assets which shall be recognized in accounting records as part of fixed assets (such as maintenance tools) but is written off to fully expenses after a certain period of use of such assets for VAT-taxable operations – at the transfer to a cessionary as a contribution to carry out non-VAT operations at the moment of reorganization or transit to STS (simplified tax system) or UTII (unified tax on imputed income). 
Refund of VAT on goods, materials, works and services is recognized at their transfer in above mentioned cases in the full amount at the moment of transfer.
When transferring fixed assets used to carry out non-VAT taxable operations, making contribution to the authorized capital of a cessionary at the reorganization or the transit to STS or UTII, the refund of VAT is made in proportion to the book value of such assets irrespective of revaluation. 
When transferring to carry out non-VAT taxable operations, the amount of VAT on intangible assets and fixed assets subject to refund (excluding items of property with useful life up to 15 years) is calculated as follows:
	VATrefund = VATcollected x
	Book value

	
	Original (replacement) cost,


Where, 
VATrefund – amount of VAT subject to refund.
VATcollected – amount of VAT collected on a given item.
Book value – book value of a fixed asset (intangible asset) including revaluations. 
Original (replacement) cost – original (replacement cost in case of revaluations) cost of a fixed asset.
Amounts of VAT charged to suppliers when purchasing immovable property (excluding aircrafts, marine crafts or inland waterways crafts), or charged to contractors carrying out capital construction of items of property recognized as part of fixed assets, or charged when carrying out installation and construction works for own needs are subject to refund at the transfer of such items of property for carrying out non-VAT taxable operations in the special procedure (excluding fully depreciated fixed assets or fixed assets being in use over 15 years) as follows: amount of VAT is refunded proportionally over ten years at the last month of each year in the sum equal to 1/10 of the amount of VAT multiplied by the ratio of the total cost of all non-taxable (in accordance to the paragraph 2 of the Article 170 of the Tax Code of the RF) shipped goods (works or services provided) to the total amount of all shipped goods (works or services provided) for a given calendar year.
Refundable amounts of VAT on items of property with the useful life of less than 15 years charged by suppliers when buying immovable property (excluding aircrafts, marine crafts or inland waterways crafts), or charged by contractors carrying out capital construction of items of property, or charged when carrying out installation and construction works for own needs are calculated as follows:
	VATrefund (i) = 
	VATcollected
	x
	ShipmentW/oVAT (i)

	
	10
	
	ShipmentTotal(i),


Where, 
VATrefund(i) – amount of VAT refundable at the last month of the first calendar year. 
VATcollected – amount of VAT collected on a given item.
ShipmentW/oVAT(i) – cost of non-VAT taxable shipped goods, provided works and (or) services rendered for the first calendar year.
ShipmentTotal(i) – total cost of shipped goods, provided works and (or) services rendered for the first calendar year.
The amount of refunded VAT is recorded on the debit side of the other expenses account (for fixed assets and intangible assets) or on the debit side of expenses account (financial results account) for other tangible assets depending on the write-off path. 
If an asset, on which VAT was collected based on an assumption that it is intended to carry out VAT-taxable operations, is further transferred to carry out VAT-taxable and non-VAT taxable operations simultaneously, the proportion is determined in the procedure described above, taking into consideration the portion of use of such asset to carry out non-VAT taxable operations. 
3.10. Correction of inaccuracies identified in current tax period in tax returns for previous periods
Inaccuracies identified in current tax period, recognized in accounting records for this period and related to previous tax periods are reflected in adjusted VAT tax returns for respective periods. To ensure the comparability of data in tax accounting and accounting records, accounting memos are prepared to reflect respective calculations. 
3.11. Payment procedure for value added tax
Calendar month refers to a tax period for value added tax.
The Company makes a payment of value added tax at the location of organization.
3.12. Procedure for maintenance of log books for received and issued invoices, purchase ledgers and sales legders when calculating value added tax
The Company adheres to:
· Rules for maintenance of log books for received and issued invoices, purchase ledgers and sales ledgers when calculating value-added tax approved by the Ordinance of the Government of the Russian Federation of 02.12.2000 No. 014 (as amended by Ordinances of the Government of the Russian Federation of 11.05.2006 
No. 283). 
The Company maintains log books for received and issued invoices, purchase ledgers and sales ledgers. The data from these documents is used to prepare VAT tax return. 
When identifying inaccuracies which affected the calculation of VAT for a current tax period, the Company makes an adjustment to the amounts of VAT for the tax period in which inaccuracies are identified by making corrections to the purchase ledger and sales ledger on additional sheets in the purchase ledger and sales ledger which constitute an integral part of main ledgers for the tax period in which tax adjustment is made. The procedure for maintaining purchase ledger and sales ledger and additional sheets is approved by above mentioned Ordinance. 
Ground: paragraph 28 of the Ordinance of the Government No. 914
4.
INCOME TAX
4.1. Procedure for recognition of revenue and expenses
For tax purposes, accrual method is accepted as a procedure for recognition of revenue and expenses (Articles 271, 272 of the Tax Code of the RF). 
4.2. Accounting for expenses associated with production and distribution of goods, works and services
4.2.1. Scope of direct costs. Work in process balance
Direct costs include:
· tangible expenses as defined in the paragraphs 1, 4 of the Article 254 of the Tax Code of the RF;
· salaries and wages payable to staff involved in production of goods, provision of works or rendering of services as well as the amounts of unified social tax and provisions for compulsory pension insurance paid from mentioned expenses for salaries and wages (excluding contributions to funded component of retirement pension);
· amount of depreciation of fixed assets (including constructions) used when producing goods, works and services.
Other non-listed expenses associated with the production and distribution of goods, works and services refer to indirect expenses. 
For tax purposes, the following classification of business operations of the Company is applied: 
· Consultation services (consulting on commercial activity and management);
· Holdings management activities;
· Sale of fixed assets or intangible assets;
· Sale of other (non-depreciable) assets;
· Sale of ownership rights (excluding claims);
· Sale of claims;
· Sale of securities; 

· Property leasing-out;
· Other activities performed in accordance to the Charter of the Company.
Source: Article 271; item 2, 3, paragraph 4, Article 271 of the Tax Code of the Russian Federation. 
Since the Company provides services, work in process balance is not calculated for the tax purposes in accordance to the Article 318 of the Tax Code of the RF. The total sum of direct expenses incurred in a reporting (tax) period is recognized in full as the reduction of revenue from production and distribution for a reporting (tax) period without allocating per work in process balance. 
Source: Article 253; paragraph 2; Article 260; Article 262, 263; item 1, paragraph 1, Article 264; item 2, paragraph 1, Article 264; item 12, paragraph 1, Article 263; item 22, 23, 28, paragraph 1, Article 263; Article 272; item 1, paragraph 1, Article 264; paragraph 1, Article 318; Article 320 of the Tax Code of the Russian Federation.
Selling expenses.
Selling expenses are accrued over a reporting month. The amount of expenses include delivery costs (if not included in the purchase price of goods), warehouse expenses and other expenses associated with the purchase and sale of goods. 
Expenses for current month fall into direct and indirect expenses. 
Direct expenses include the cost of purchased goods sold in a given reporting (tax) period and the amount of expenses for delivery (transportation costs) of purchased goods to a warehouse. 
Direct expenses related to warehouse balance of goods are calculated using an average percentage for a current month including carry-over balance at the beginning of a month. All other expenses for a current month are considered as indirect expenses and reduce the amount of revenue for a current month.
Analytical accounting for expenses incurred in a current month is maintained in accounting ledgers.
Source: Article 253, paragraph 2; Article 260; Articles 262, 263; item 1, paragraph 1, Article 264; item 2, paragraph 1, Article 264; item 12, paragraph 1, Article 263; item 22, 23, 28. paragraph 1, Article 263; Article 272; item 1, paragraph 1, Article 264; Article 320 of the Tax Code of the Russian Federation. 
4.2.2. Tax accounting for the flow of materials supply and consumption
The cost of inventories added to tangible costs is calculated based on purchase prices (without the amounts of deductible taxes or taxes added to the expenses in accordance to the Tax Code of the RF) including commission fees payable to intermediary organizations, import customs duties, transportation costs and other expenses associated with the purchase of inventories. 
If own output is used as raw materials, spare parts, component parts, semi-finished products or other tangible costs or if tangible costs include the results of own-account works or services, the valuation of mentioned goods or results of works and services is made based on the estimation of finished goods (works, services) in accordance to the Article 319 of the Tax Code of the RF. Such cost is determined based on all actual production expenses.
The cost of inventories in the form of surplus identified by inventorying and (or) assets received due to dismantling or disassembling of decommissioned fixed assets is determined as the amount of tax calculated on the income in the form of such inventories. 
The cost of uncompensated inventories is not added to the expenses of a tax base when writing off such inventories. 
When writing off raw materials, materials and goods, the valuation method on the basis of value of an inventory (goods) unit is applied.
Tangible costs also include the following: 
· Cost of overalls, tools, fixtures and fittings and other individual or group protective equipment is use as provided in laws of the Russian Federation; 

· Non-depreciable fixed assets in use, the cost of which does not exceed 10,000 rubles. 
4.2.3. Tax accounting for salaries and wages
Expenses for salaries and wages include any accruals to employees in monetary and (or) non-monetary form, incentive accruals and pay raises, compensation accruals related to work schedule or workplace conditions, bonuses and lump-sum rewards, expenses associated with employment provided in laws of the Russian Federation, employment agreement concluded with an employee (or) union contract in accordance to the requirements provided in the Article 255 of the Tax Code of the RF and items 21-29 of the paragraphs 37-38 of the Article 270 of the Tax Code of the RF. 
Expenses for vacations are recognized for tax purposes in the period to which paid vacation days of an employee relate. Therefore, expenses for salaries and wages are recognized in tax accounting simultaneously with their accounting recognition as part of expenses in accounts 20, 23, 25, 26, 29 and 44. 
Expenses for employee insurance are recognized in accordance to the requirements of the Articles 255 and 272 of the Tax Code of the RF. 
4.2.4. Tax accounting for expenses related to the creation of depreciable assets
Depreciable assets refer to assets, results of intellectual activity and other items of intellectual property owned by the Company and used to generate income, the cost of which is written off by accrual of depreciation. Depreciable assets are considered as the assets with useful life of more than 12 months and original cost of more than 10,000. 
Depreciable assets also refer to capital investments to fixed assets leased by the Company in the form of undetached improvements made with the consent of a lessor. 
Original cost of depreciable assets is determined as 90% of actual expenses for their purchase, construction, production, delivery and getting them ready for their intended use less amounts of deductible taxes or taxes added to the amount of expenses in accordance to the Tax Code of the RF. Actual expenses for the purchase of fixed assets do not include value differences, interests on borrowed funds and fees for registration of rights for immovable property. 
Capital investments in depreciable assets leased by the Company are evaluated as 90% of expenses in accordance to the procedure described above. The lessee's capital investments in assets rented out by the Company and refunded to the lessee by the Company are evaluated as 90% of the amount refundable to the lessee. 
When receiving fixed assets without compensation, such assets are evaluated based on market prices determined in accordance to the provisions of the Article 40 of the Tax Code of the RF but not lower than remaining depreciable book value. Information on prices shall be confirmed by documents or by carrying out an independent appraisal. Items of fixed assets identified by inventorying shall be recognized at their current market value. 
Original cost of fixed assets received as a contribution to authorized capital is evaluated as residual taxable value according to the data from a contributing party at the moment of contribution. 
For income tax purposes, assets received as contribution to authorized capital are recognized at the value (remaining depreciable book value) of assets received as a contribution to the authorized capital. The value is determined based on the data from tax accounting of a contributing party at the date of transfer of ownership right for mentioned assets including additional expenses incurred by a contributing party due to such contribution provided that such expenses are determined as a contribution to the authorized capital. 
Original cost of own-account fixed assets is determined as the amount of accounting expenses less value differences, interests on borrowed funds and fees for registration of rights for immovable property.
Original cost of fixed assets is changed due to further construction, further equipping, reconstruction, modernization, technical upgrading, partial liquidation of fixed assets and for other similar reasons. 

The amount of expenses which increase the cost of a fixed asset in case of modernization, reconstruction and technical upgrading is also determined as 90%of actual expenses less value differences, interests on borrowed funds and fees for registration of rights for immovable property (re-registration of rights). For tax purposes, fixed assets in use, the cost of which does not exceed 10,000 rubles are recorded separately.
4.2.5. Tax accounting for fixed assets
Useful life of depreciable fixed assets (including fixed assets after reconstruction or modernization) is determined by the decision of a permanent committee established by the order of the Director of the Company, based on the classification of fixed assets subject to depreciation as defined by the Ordinance of the Government of the Russian Federation of 01.01.2002 No. 1, or, in case a fixed asset does not belong to the classification, its useful life is determined based on specifications or guidelines provided by manufacturers. 
When purchasing second-hand fixed assets, their useful life is shortened by the number of years (months) such assets were in use by former owners. If the period of actual use of such assets by former users is equal or exceeding their useful life as defined by the classification of fixed assets approved by the Government of the Russian Federation, the useful life is determined individually based on safety requirements and other factors. 
Expenses for sale of depreciable assets are determined in accordance to the Article 268 of the Tax Code of the RF. If remaining depreciable value of an asset exceeds the revenue from its sale, the difference between these values is recognized as losses as follows: received loss is added to expenses proportionally over the period determined as the difference between the useful life and the actual period of use before sale.
Straight line depreciation method is applied for all items of fixed assets.
For depreciable fixed assets used in aggressive environment, the basic rate of depreciation is multiplied by a special doubled coefficient. For depreciable fixed assets used over several shifts, the basic rate of depreciation is multiplied by a special doubled coefficient. The list of such assets is approved by the order of the Director. 
For depreciable fixed assets which are subject of financial lease agreement (lease agreement), a taxpayer who shall recognize such fixed assets under financial lease agreement (lease agreement) is entitled to multiply a basic rate of depreciation by a special coefficient, but not exceeding 3. 
For passenger cars and vans with original cost of more than 300,000 and 400,000 rubles respectively, a basic rate of depreciation is multiplied by a special coefficient 0.5.
Upon decision of management, the accrual of depreciation is allowed at depreciation rates lower than those provided in laws of the Russian Federation. Application of lowered depreciation rates is allowed only from the start of a tax period and over the whole tax period. Mentioned decision is made based on expert opinion of technical specialists of the Company, safety requirements and other factors. 
Expenses for liquidation of decommissioned fixed assets, including expenses for dismantling and disassembling, removal of disassembled assets, conservation of resources and other similar works, are added to the amount of non-operating expenses.
Fixed assets, subject to state registration of ownership rights in accordance to the laws of the Russian Federation, are added to the group of respective fixed assets from the moment of documented confirmation of submitting documents for the registration of ownership rights in accordance to the paragraph 8 of the Article 258 of the Tax Code of the RF.
4.2.6. Tax accounting for intangible assets
Intangible assets refer to exclusive rights for the results of intellectual activity and other items of intellectual property used to produce goods (provide works or services) or fulfill administrative needs for the period of over 12 months.
To recognize an intangible asset, such asset shall be able to generate economic benefits (income) and be properly documented to confirm the existence of an intangible asset and (or) exclusive right for the results of intellectual activity owned by a tax payer (including patents, certificates, other protection documents, patent or trademark purchase (assignment) agreement). 
Intangible assets include:
· exclusive rights of patent holder for inventions, industrial samples or useful models;
· exclusive right of author or other right holder for the use of topography of integral circuits; 
· exclusive rights of owner for certified trademark, service mark, appellations of origin of goods and business name;
· exclusive right of patent holder for selection achievements; 

· ownership of know-how, secret formula or process, ownership of information on industrial, commercial or scientific expertise. 
Intangible assets do not include:
· failed research and development projects;
· intellectual and business skills of employees, their qualification and capacity for work.
Original cost of intangible assets is determined as the total amount of expenses for their purchase (creation) and getting them ready for their intended use less taxes added to expenses. The cost of intangible assets created by the Company is determined as the amount of actual expenses for their creation, production less the amount of taxes added to expenses and interest on debt instruments. 
When obtaining exclusive rights on the results of R&D projects, the cost of R&D project makes up the original cost of an intangible asset. 
Amortization of intangible assets is accrued based on the useful life of a intangible asset. 
The useful life of intangible assets is determined based on the validity period of a patent, certificate as well as based on the useful life of intangible assets stipulated in a respective agreement. 
Intangible assets are divided into amortization groups depending on their useful life.
For intangible assets, the useful life of which is impossible to determine, the amount of amortization is calculated per 10 years of use (but not exceeding the period of business activity of an organization). 

Intangible assets with the original cost not exceeding 10,000 rubles are not included to the group of depreciable assets. The cost of such assets is added to the group of tangible expenses in full as the assets are commissioned.

Source: paragraph 3, Article 257; paragraph 2, Article 258; item 2, paragraph 1, Article 265 of the Tax Code of the Russian Federation. 
Straight line method is applied for all intangible assets. 
4.2.7. R&D expenses
Research and development expenses are recognized for tax purposes taking into consideration the requirement of the Article 262 of the Tax Code of the RF and the Article 769 of the Civil Code of the RF.
Expenses for research and development include expenses associated with the creation of new or upgrading of existing products (goods, works, and services) including invention expenses as well as expenses for the accumulation of the Russian Technological Development Fund, other industry and interindustry funds for R&D financing registered in the procedure provided in the Federal Law "On Science and State Scientific and Technological Policy" as well as expenses for the accumulation of the Russian Technological Development Fund, other industry and interindustry funds for R&D financing related to the group expenses approved by the Government of the Russian Federation in accordance to the Federal Law "On Science and State Scientific and Technological Policy". 
Research and development expenses for tax purposes, according to the Article 262 of the Tax Code, shall be identified by the following features:
· such expenses shall be associated with the creation or upgrading of applied technologies, range of products, creation of new type of raw materials and materials; 
· useful results of such expenses shall be intended to produce goods and/or distribute goods or services.
Expenses for research efforts are not included to the group of research and development expenses for the tax purposes. These expenses are recognized as the part of other indirect expenses in full at the moment of acceptance of works based on acceptance and delivery certificates received from contractors. Such expenses are required to be economically justifiable in order to be recognized for the tax purposes. 
Expenses of the Company for research and development related to the creation of new or upgrading of existing range of products (goods, works, and services) including invention expenses incurred by the Company alone or together with other organizations (in the portion of such expenses) as well as expenses incurred under agreements in which the Company acts as a buyer of the results of research or development projects are recognized for tax purposes upon the completion of such research or development projects (completion of individual stages of a project) and signing of acceptance and delivery certificate by both parties. Such expenses are proportionally added to the group of other expenses over one year provided that the results of mentioned research and development projects are used in production and (or) distribution of goods (provision of works or services) from the first date of a month following the month in which such research projects (stages of research projects) are completed. 
Expenses of the Company for research and (or) development projects aimed at the creation of new or upgrading of existing technologies, the creation of new types of raw materials or materials which did not generate useful results shall be added to the group of other expenses proportionally over three years in the amount of actual expenses in the procedure provided in the item 2 of the paragraph 2 of the Article 262 of the Tax Code of the RF. Projects failed to produce useful results also include projects terminated prematurely due to the certainty that expected results are impossible to achieve.
R&D expenses incurred in the form of contributions to the Russian Technological Development Fund, other industry and interindustry funds for R&D financing registered in the procedure provided in the Federal Law "On Science and State Scientific and Technological Policy" are recognized for the tax purposes within the amount of 0.5 percent of the revenue of the Company. 

4.2.8. Expenses for selling (disposal) of securities
Securities include shares of other organizations, bonds, promissory notes, warehouse certificates, government and municipal bonds. 
Expenses associated with the purchase or sale (disposal) of securities include: 
· fees paid to specialized organizations and other persons for consultation, information and registration services; 

· fees paid to intermediaries (including payment for depositary services, transfer of ownership rights services) and fees paid to organization providing the arrangement and fulfillment of transactions; 

· other justified and documented direct expenses associated with the purchase and sale of securities. 
Expenses for sale (other form of disposal) of interest-bearing (coupon) securities are determined based on the purchase price of a security, purchasing expenses, selling expenses, the amount of accrued interest (coupon) income paid by the Company to the seller of a security. Such expenses do not include the amount of accrued interest (coupon) income recognized earlier for tax purposes.
Expenses for sale (other form of disposal) of non-interest bearing securities are determined based on the purchase price of a security, purchasing expenses and selling expenses. 
At the sale or other form of disposal of securities, the Company writes off the cost of disposed securities to expenses based on the cost of a unit. 
At the sale (disposal) of securities, the expenses associated with the purchase of securities are recognized for the tax purposes in the portion related to the sold (disposed) securities. 
4.2.9. Accounting for other expenses related to production and distribution
Expenses for property insurance are recognized in accordance to the procedure provided in the Article 263 of the Tax Code of the RF.
Expenses for compulsory and optional insurance are recognized as expenses in the reporting (tax) period in which insurance premiums were paid under an agreement. 
If an insurance policy stipulates that insurance premium is paid in lump-sum, the expenses associated with insurance polices issued for the period of more than one accounting period are recognized proportionally over the validity period of insurance policy per the number of calendar days over which the insurance policy remains valid for the accounting period.
When changing the validity period or the amount of premium of the insurance policy stipulating that the premium is paid in installments, the insurance premium paid under changed conditions of the insurance policy is added to the amount of other expenses in the period of its payment. 
If the insurance policy stipulating that insurance premium is paid in lump-sum is prolonged and/or changed in relation to the amount of insurance premium, such changes are recognized for tax purposes as follows. Recalculation for previous periods, in which the amount of insurance expenses was calculated, is not made. From the effective date of amended insurance policy, the amount of insurance premium payable for the remaining validity period of insurance policy is calculated as the difference between the amount of premium under changed conditions and the amount payable for the portion of validity period before changes to the insurance policy. 
Expenses associated with compensated transfer (receipt) of the Company’s assets to temporary use and (or) temporary possession are considered as selling expenses (expenses associated with the production and distribution). 
Expenses in the form of rental (lease) payments for rented (leased) assets and other similar expenses are recognized in tax accounting at the date of their accounting recognition but not later than the last day of a month in which such expenses are incurred using proportional accrual of revenue and expenses. 
Hospitality expenses are recognized for tax purposes in accordance to the paragraph 2 of the Article 264 of the Tax Code of the RF, paragraph 42 of the Article 270 of the Tax Code of the RF and the item 5 of paragraph 7 of Article 272 of the Tax Code of the RF.
Hospitality expenses incurred during a reporting (tax) period are added to the group of other expenses in the amount not exceeding 4 percent of the expenses of a tax payer for salaries and wages for this reporting (tax) period. 
Advertising expenses are recognized for tax purposes in accordance to the item 28 of the paragraph 1, paragraph 4 of the Article 264 of the Tax Code of the RF, paragraph 16 and 44 of the Article 270 of the Tax Code of the RF and the item 2 of the paragraph 2 and 7 of the Article 272 of the Tax Code of the RF.
Expenses for the purchase (creation) of prizes awarded to winners of competition for such prizes during large-scale advertising campaigns, expenses for advertising specialties as well as other advertising expenses not specified in the items 2-4 of the paragraph 4 of the Article 264 of the Tax Code of the RF incurred within a reporting (tax) period are recognized for tax purposes in the amount not exceeding 1% of the amount of revenue determined in accordance to the Article 249 of the Tax Code of the RF.
4.3. Tax accounting for revenue from sales
Revenue from sales of goods (works, services) are recognized at the date of transfer of ownership rights for goods to buyers, for the results of provided works to customers or at the date of compensated rendering of services as stipulated by concluded agreements. 
Revenue from sales of goods (works, services) is recognized for tax purposes less taxes charged to buyers. 
Revenue from sales of fixed assets or other assets (excluding income from sales of securities, the receipt of which is regulated by the procedure provided in the Tax Code of the RF) is recognized for the tax purposes based on the data from accounting records less the amount of taxes charged to the buyers.
Value differences for the revenue from sales are added in tax accounting to the group of non-operating revenue (expenses) at the moment of their identification.
4.4. Tax accounting for non-operating revenue and expenses
The value of assets and liabilities denominated in foreign currency is converted to rubles for the tax accounting purposes using accounting standards in accordance to concluded agreements. 
For tax purposes, revenue and expenses related to the purchase and sale of foreign currency are recognized based on the data from accounting records. 
Rental income is recognized in tax accounting in the amount due for a reporting (tax) period in accordance to the conditions of concluded agreements using proportional accrual of revenue and expenses. Mentioned revenue is recognized in tax accounting at the date of their accounting recognition but not later than the last date of a month in which they are received. 
Expenses in the form of rental (lease) payments for rented (leased) assets and other similar expenses are recognized in tax accounting at the date of their accounting recognition but not later than the last day of a month in which such expenses are incurred using proportional accrual of revenue and expenses. 
For tax purposes, expenses in the form of interest on loan and other similar agreements are recognized based on the data from accounting records (provided that tax requirements are met). Separate accounting for expenses in the from of interest on loan and other similar agreements, which are recognized or not recognized when calculating income tax base, is ensured for tax purposes. The threshold amount of debt is recognized as expenses within the amount of the discount rate of the Central Bank of the Russian Federation multiplied by 1.1 at the accrual of debt in rubles or not exceeding 15% for debt instruments denominated in foreign currency.
Additional expenses directly related to the receipt of loans and borrowings or granting loans and borrowings are added to the group of expenses in the accounting period in which such expenses are incurred. 
Accrual of income (interest, discount) on debt instruments is recognized in those accounting periods to which such accruals belong in accordance to concluded agreements. 
4.4.1. Creation of reserves 
The provision for doubtful debts shall be created. 
Doubtful debt refers to any debt towards IDGC of Volga, JSC, occurred due to the sale of goods, provision of works or rendering of services if such debt is not settled at maturity date stipulated in the agreement or not covered by a pledge, guaranty or bank guarantee. 
The amount of provision is determined based on receivables inventory at the end of previous reporting (tax) period as follows:
- for receivables with the occurrence period of more than 90 days but not exceeding three years (statute of limitation provided in civil laws), in the amount of 100% of the amount of debt; 
- for receivables with the occurrence period from 45 to 90 days, in the amount of 50% of the amount of debt;
- for receivables with the occurrence period of less than 45 days, the provision is not available.
The amount of contributions to the provision for doubtful debts shall not exceed 10% of the revenue from sales for a reporting (tax) period.

Reserves are not available for:
- warranty repair and maintenance;
- devaluation of securities;
- devaluation of tangible assets;
- paid vacations and annual seniority benefits payment.
Source: paragraph 24 of the Article 255, Article 266 and 267 of the Tax Code of the Russian Federation (taking into account amendments by the Federal Law 06.06.2005 No. 58-FZ "On Amending and Revising of the Second Part of the Tax Code of the Russian Federation and Other Statutes of the Russian Federation on Taxes and Levies"). 
4.5. BUDGET SETTLEMENTS IN RELATION TO INCOME TAX
4.5.1. Accounting period 
Accounting period for income tax spans 6 months and 9 months. 
4.5.2. Advances
Based on the results of each reporting (tax) period, the Company calculates the amount of advance payment using income tax rate and the amount of taxable profit calculated by accrual method from the beginning of accounting period and through the end of reporting (tax) period. 
During the accounting period, the Company calculates the amount of monthly advance payment based on actually paid income tax for previous quarter in the procedure provided in the Article 286 of the Tax Code of the Russian Federation. 
4.5.3. Procedure for calculation and payment of income tax
Calculation and payment of the amount of advances payable to the federal budget as well as the amount of income tax calculated based on the results of a tax period is made at the location of a head office without distribution of the mentioned amount of taxes among individual units. 
The payment of advances and the amount of income tax payable to the revenue side of budget of constituent entities of the Russian Federation is made at the location of an organization or at the location of individual units of an organization based on the portion of profit generated by these individual units determined as an average value of the percentage of average number of employees and the percentage of book value of depreciable assets of this individual unit in the total average number of employees and the book value of depreciable assets of a tax payer. 
The location of the head office refers to Saratov in the Saratov Region and the individual units of IDGC of Volga are located in the following constituent entities of the Russian Federation: 
· Penza Region (Penza),
· Ulyanovsk Region (Ulyanovsk),
· Samara Region (Samara),
· Orenburg Region (Orenburg),
· Republic of Mordovia (Saransk)
· Chuvash Republic (Cheboksary)
IDGC of Volga, JSC has one individual unit on the territory of each constituent entity of the Russian Federation. 
5.
PROPERTY TAX
Tax accounting for the calculation of property tax is maintained in accordance to the Chapter 30 of the Tax Code of the Russian Federation "Property Tax". 
Item of taxation: book value of movable and immovable property (including assets transferred to temporary use, possession, disposition or trust, or contributed to a joint-venture) recognized on a balance sheet as fixed assets in accordance to the procedure for maintaining accounting records. 
Tax base.
Tax base is determined as an average annual value of assets recognized as items of taxation. 
When calculating the tax base, the assets considered as items of taxation are recognized at their book value generated in accordance to the procedure for maintaining accounting records approved by the accounting policy of the Company. 
Source: the Articles 384 and 385 of the Chapter 30 of the Tax Code of the Russian Federation "Property Tax". 
If individual items of fixed assets are not subject to depreciation, the value of such assets for the tax purposes is determined as the difference between their original cost and the amount of depreciation calculated based on applicable rates of depreciation for accounting purposes at the end of each (reporting) tax period. 
Tax base for property tax calculated based on the book value of assets also include fixed assets in actual use recorded in the balance sheet account 01, the documents for which are submitted for state registration from the month of submitting the documents. Analytical accounting for such fixed assets is maintained separately. 
Source: the Articles 374, 379 and 375 of the Chapter 30 of the Tax Code of the Russian Federation "Property Tax". 
Tax period refers to a calendar year. Accounting period refers to the first quarter, six months and nine months. 
Source: the Articles 374, 379 and 375 of the Chapter 30 of the Tax Code of the Russian Federation "Property Tax". 
Assets used in activities that fall under the system of unified tax on imputed income in accordance to the laws of the Russian Federation are recognized based on the data from separated accounting records for types of activity and excluded from the calculation of property tax.
Source: paragraph 4, Article 346.23 of the Chapter 26.3 of the Tax Code of the Russian Federation "System of unified tax on imputed income applied for certain types of activity".
In relation to the items of immovable property based outside the location of an organization, the tax base is calculated separately. Tax rate is imposed by the laws of the constituent entities of the Russian Federation where such items are based. 
Source: the Article 380 of the Chapter 20 of the Part II of the Tax Code. 
Tax breaks:
The Company is entitled to apply tax breaks on property tax in accordance to the Article 381 of the Tax Code of the Russian Federation, or tax breaks provided by the laws of the constituent entities of the Russian Federation in accordance to the paragraph 2 of the Article 373 of the Tax Code of the Russian Federation. 
IDGC of Volga, JSC pays the property tax to the budget of the Saratov Region. If items of immovable property are based outside of the territory of the Saratov Region, the property tax is payable to the budget of the constituent entity of the Russian Federation where such items are based. 
The payment of the property tax (advances) is made to the Inspectorate of the Federal Tax Service of the Russian Federation that supervises such tax at the location of immovable property in the period provided in the laws of constituent entities of the Russian Federation. 
6.
OTHER TAXES
6.1
Unified tax on inputed income
In case of performing a business operation that falls under the system of unified tax on imputed income, the Company submits a calculation for unified tax for all locations and types of entrepreneurship activities to the tax inspectorate at the location of performing such activities. The payment of unified tax is made at the location of business operations based on the results of a tax period not later than 25th day of a month of the following tax period. 
Source: the Article 346.22 of the Tax Code of the RF.
Accounting for property, revenue and expenses subject to unified tax on imputed income is maintained separately in the accounting records of branches that perform business operations related to this type of tax. 
Source: paragraph 7, Article 346.26 of the Chapter 26.3 of the Tax Code of the Russian Federation "System of unified tax on imputed income applied for certain types of activity".
6.2
Unified social tax
When calculating tax base for unified social tax, it is required to recognize all payments and rewards irrespective of the form of payment (full or partial) an whether such payments are payable to a natural person – employee less non-taxable payments.
Payments to employees which reduce the tax base for income tax in accordance to the Article 270 of the Tax Code of the RF are not subject to unified social tax 
Source: the Articles 236-238 of the Tax Code of the Russian Federation. 
IDGC of Volga, JSC pays unified social tax at its location. The amount of tax is calculated based on rates applicable in accordance to the Tax Code of the RF using descending tax scale if the tax base for a natural person exceeds the limits confined by the descending scale. 
Source: the Articles 241, 243 of the Tax Code of the Russian Federation. 
6.3. Transport tax
According to the Article 365 of the Tax Code of the Russian Federation and the Law of the Saratov Region of November 25, 2002 No. 109-ZCO "On Introduction of Transport Tax on the Territory of the Saratov Region", IDGC of Volga, JSC shall pay a transport tax.
The tax is calculated based on the documents of title for a vehicle. The amount of tax is determined based on the rates provided by the constituent entity of the Russian Federation depending on the engine power, jet engine thrust, gross tonnage of a vehicle or the category of a vehicle calculated per one horse power of engine power of a vehicle, one kilogram of jet engine thrust, one registered ton of a vehicle or a unit. 
The tax is paid at the location (registration at State Road Safety Inspectorates) of vehicles.
6.4. state duty
State duty is paid on the following dates:
When going to the Constitutional Court of the Russian Federation, the courts of general jurisdiction, the courts of arbitration or to the justice of peace – before filing an inquiry, petition, legal statement, statement of claim, appeal (including appellate appeal, cassation appeal or supervisory appeal); 
when acting as a defendant before the courts of general jurisdiction, the courts of arbitration or the justice of peace and if the judgment is against defendant and plaintiff is released from state duty – within nine days from the effective date of judgment:
- when inquiring for notarial actions – before the performance of notarial actions;
- when inquiring the issue of documents (copies, duplicates) – before the issue of documents (copies, duplicates);
- when inquiring for the issue of apostille – before the issue of apostille;
- when inquiring for other legally significant actions excluding legally significant actions specified in the items 1-5 of the present paragraph – before filing an application and (or) other documents for the performance of such actions or before submitting of respective documents. 
State duty is paid by a tax payer if two or more tax payers who are not entitled for breaks simultaneously inquire for legally significant action, the state duty is paid by tax payers proportionally. 
Source: the Article 333.18 Tax Code of the RF.
The amount and the procedure for payment are provided in the Articles 333.19 - 333.34 of the Tax Code of the RF.
If a state duty is paid (collected) in excess, the refund or offsetting is made within three years from the date of payment of the state duty. 
Source: the Article 333.40 of the Tax Code of the RF.
Calculation and payment of other taxes and levies imposed in the Russian Federation is made provided such obligation occurs in accordance to the applicable laws. 
Chief Accountant 
(signature)
N.V. Vaitulenis 
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Fineart-Audit, LLC, 60 Udaltsova Street, Moscow 119607; tel/fax: (495) 431-99-70; (499) 726-91-12/13
AUDITOR'S OPINION 
on financial (accounting) reports
1. We have audited the attached financial (accounting) reports of "Interregional Distribution Grid Company of Volga", Joint-Stock Company for the period from January 1 through September 30, 2007. Financial (accounting) reports include Balance Sheet (Form No. 1) and Profit and Loss Statement (Form No. 2). These reports are prepared by the management of the Company in compliance with the Federal Law of 21.11.1996 No. 129-FZ "On Accounting", Accounting Standards, the Order of the Ministry of Finance of the Russian Federation of 22.07.2003, No. 67n "On Forms of Accounting Reports of Organizations" and other regulations of the Russian Federation governing the procedure for maintaining accounting records and preparing accounting reports. The executive Body of "Interregional Distribution Grid Company of Volga", Joint-Stock Company in the person of the General Director Ryabov Dmitry Vladislavovich is responsible for the preparation and submitting of these financial (accounting) reports. Our responsibility is to express our opinion on the accuracy of all substantial data in the reports and the compliance of procedure for maintaining accounting records with the laws of the Russian Federation based on the audit results.
2. We have performed the audit in compliance with the Federal Law of 07.08.2001 No. 119-FZ "On Auditing", the Federal Rules (Standards) for audit activities approved by the Ordinance of the Government of the Russian Federation of 23.09.2002 No. 696 (taking into consideration all amendments and revisions), the Regulations and Policies of the Certified Professional Audit Union (the Moscow Audit Chamber) and the Regulations and Policy of audit company. The audit was planned and carried out in such a way that ensures a reasoned certainty that financial (accounting) reports do not contain substantial irregularities. The audit was targeted and included the testing of evidence confirming the numerical data and disclosure of information on financial and business performance in financial (accounting) reports, the analysis of adherence to accounting principles and standards applied for preparing financial (accounting) reports, the consideration of basic estimates provided by the management of audited entity as well as the assessment of submitting of financial (accounting) reports. We believe that performed audit provides enough evidence to express an opinion that financial (accounting) reports are accurate and the procedure for maintaining accounting records is in compliance with the laws of the Russian Federation.
3. In our opinion, financial (accounting reports) of "Interregional Distribution Grid Company of Volga", Joint-Stock Company, accurately reflect the financial standing of the Company as of September 30, 2007 and its financial and business performance for the period from January 1 through September 30, 2007 in accordance to the requirements of the laws of the Russian Federation related to the preparation of financial (accounting) reports.
February 6, 2008
General Director 
(signature)
L.L. Vasheva
Audit Supervisor 
(Qualification Certificate on General Audit
No. K 016932, for indefinite validity period)
(signature)
A.F. Sanina
Seal:
LIMITED LIABILITY COMPANY
Fineart-Audit
Russia
Moscow 
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	Appendix No.1

	
	to the order of the Ministry of Finance of the Russian Federation 

	
	No. 167n of 22.07.2007 

	
	

	BALANCE SHEET
	
	CODES

	
	Form No. 1 as per OKUD
	0710001

	as of September 30, 2007
	Date (year, month, day)
	2009
	09
	30

	Company: "Interregional Distribution Grid Company of Volga" Joint-Stock Company 
	as per OKPO
	96956370

	Taxpayer Identification Number: 6450925977/645001001
	INN
	6450925977

	Business activity: Power transmission
	as per OKVED
	40.10.2,74.15.2

	Business legal structure / Form of ownership: Joint-Stock Company
	as per OKOPF/OKFS
	47
	16

	Private ownership
	
	
	

	Measurement unit: thousands of rubles
	as per OKEI
	384

	
	
	

	Location (address): 42/44 Pervomayskay Street, Saratov 410031. Tel.: (845-2)30-26-59, fax: (845-2)73-69-09

	
	
	

	
	Approval date
	

	
	
	

	
	Submitting (receiving) date
	

	
	
	

	
	
	

	ASSETS
	Item code
	Opening balance
	Closing balance

	1
	2
	3
	4

	Section I. NON-CURRENT ASSETS
	
	
	

	Intangible assets

	110
	–
	–

	Property, plant and equipment

	120
	–
	11

	Work in progress

	130
	–
	63

	Income yielding investments into tangible assets

	135
	–
	–

	Long-term financial investments 

	140
	–
	–

	Deferred tax assets

	145
	–
	–

	Other non-current assets 

	150
	–
	–

	Total for section I.
	190
	–
	74

	Section II. CURRENT ASSETS
	
	

	Inventories 

	210
	–
	82

	including:
	
	

	raw materials and other supplies 

	211
	–
	3

	rearers and fatteners 

	212
	–
	–

	expenses in work-in-progress (selling expenses)

	213
	–
	–

	finished products and goods for resale

	214
	–
	–

	goods delivered 

	215
	–
	–

	deferred expenses 

	216
	–
	79

	other inventories and expenses

	217
	–
	–

	Value added tax on acquired assets 

	220
	–
	–

	Receivables (come due after more than 12 months)

	230
	–
	–

	including:
	
	

	purchasers and clients 

	231
	–
	–

	Receivables (come due after less than 12 months)

	240
	–
	5,435

	including:
	
	
	

	purchasers and clients 

	241
	–
	3,984

	Short-term financial investments 

	250
	–
	–

	Cash

	260
	–
	13,314

	Other current assets 

	270
	–
	–

	Total for section II.
	290
	–
	18,831

	BALANCE
	300
	–
	18,905

	
	
	
	


Form 0710001 p. 2
	LIABILITIES 
	Item code
	Opening balance
	Closing balance

	1
	2
	3
	4

	Section III. CAPITAL AND RESERVES
	
	
	

	Authorized capital 

	410
	–
	10,000

	Repurchased shares

	411
	–
	–

	Additional paid-in capital

	420
	–
	–

	Reserve capital 

	430
	–
	–

	including:
	
	

	legal reserves

	431
	–
	–

	reserves formed in accordance with constituent documents 

	432
	–
	–

	Retained earnings (uncovered loss)

	470
	–
	5

	Total for section III.
	490
	–
	10,005

	Section IV. LONG-TERM LIABILITIES
	
	

	Loans and borrowings 

	510
	–
	–

	Deferred tax liabilities 

	515
	–
	3

	Other long-term liabilities

	520
	–
	–

	Total for section IV.
	590
	–
	3

	Section V. SHORT-TERM LIABILITIES
	
	

	Loans and borrowings 

	610
	–
	–

	Payables

	620
	–
	8,897

	including:
	
	

	suppliers and contractors

	621
	–
	4,099

	payables to branches and affiliates

	623
	–
	–

	payables to employees

	624
	–
	1,640

	payables to state non-budgetary funds

	625
	–
	822

	taxes payable

	626
	–
	1,920

	other payables 

	628
	–
	416

	Payables to members/founders 

	630
	–
	–

	Deferred revenue 

	640
	–
	–

	Reserve for future expenses and payments 

	650
	–
	–

	Other short-term liabilities

	660
	–
	–

	Total for section V.
	690
	–
	8,897

	BALANCE
	700
	–
	18,905

	OFF-BALANCE SHEET ASSETS AND LIABILITIES

	Leased fixed assets

	910
	–
	–

	including lease agreements 

	911.10
	–
	–

	Inventory items accepted for safekeeping

	920
	–
	–

	Goods for sale on consignment

	930
	–
	–

	Bad debt write-off 

	940
	–
	–

	Assets received as collateral for liabilities and payments

	950
	–
	–

	Assets pledged as collateral for liabilities and payments

	960
	–
	–

	Depreciation of housing facilities 

	991
	–
	–

	Depreciation of land improvement facilities and other similar facilities

	992
	–
	–

	Intangible assets obtained for use

	999
	–
	–

	
	
	
	

	
	
	
	

	Director
	signature
	
	
	V.A. Ryabov

	
	(signature)
	
	
	(print name)

	
	Seal here
	
	

	
	
	
	

	Chief Accountant 

signature
	
	N.V. Vaitulenis 

	(signature)
	
	(print name)

	
	Seal:
(illegible)

	October 30, 2007
	

	
	

	
	


	
	Appendix 

	
	to the order of the Ministry of Finance of the Russian Federation 

	
	No. 167n of July 22, 2003 

	
	

	PROFIT AND LOSS STATEMENT
	
	CODES

	
	Form No. 2 as per OKUD
	0710002

	as of January through September, 2007
	Date (year, month, day)
	2007
	09
	30

	Company: "Interregional Distribution Grid Company of Volga" Joint-Stock Company 
	as per OKPO
	96956370

	Taxpayer Identification Number: 6450925977/645001001
	INN
	6450925977

	Business activity: Power transmission
	as per OKVED
	40.10.2, 74.15.2

	Business legal structure / Form of ownership: Joint-Stock Company
	as per OKOPF/OKFS
	47
	16

	Measurement unit: thousands of rubles
	as per OKEI
	384

	
	
	

	Item name
	Item code
	For accounting period 
	For similar period of previous year

	1
	2
	3
	4

	Operating income and expenses
	
	

	Revenue from sales of goods and rendering of services and works (less value added tax, excise tax and similar statutory charges)

	010
	17,843
	–

	including:
	
	

	power and heat supply services

	011
	–
	–

	technological connection to electricity networks

	012
	–
	–

	other industrial goods, products, works, and services 

	016
	17 843
	–

	other non-industrial goods, products, works, and services 

	017
	–
	–

	Cost of goods, products, works and services sold 

	020
	(16,338)
	

	including:
	
	

	power and heat supply services

	021
	–
	–

	technological connection to electricity networks

	022
	–
	–

	other industrial goods, products, works, and services 

	025
	(16,338)
	–

	other non-industrial goods, products, works, and services 

	026
	–
	–

	Gross Profit 

	029
	1,505
	–

	Selling expenses 

	030
	–
	–

	Administrative expenses

	040
	–
	–

	Income (Loss) from sales 

	050
	1,505
	–

	Other revenue and expenses
	
	

	Interest receivable 

	060
	–
	–

	Interest payable 

	070
	–
	–

	Revenue from ownership interest in other entities 

	080
	–
	–

	Other revenue 

	090
	–
	–

	Other expenses 

	100
	(537)
	–

	Income (loss) from sales 

	140
	968
	–

	Deferred income tax asset

	143
	–
	–

	Deferred income tax liability 

	144
	(3)
	–

	Current income tax 

	145
	(960)
	–

	Other similar statutory charges 

	146
	–
	–

	Income Tax and other similar statutory charges

	150
	(963)
	–

	Net Income (retained earnings (uncovered loss) for accounting period)

	190
	5
	–

	FOR REFERENCE:
	
	

	Fixed income tax liability 

	200
	731
	–

	Basic earnings (loss) per share

	201
	–
	–

	Diluted earnings (loss) per share

	202
	–
	–
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EXPLANATION OF SOME ITEMS RELATED TO PROFIT AND LOSSES
	Item name
	Item code
	For accounting period 
	For similar period of previous year

	
	
	Profit
	Loss
	Profit
	Loss

	1
	2
	3
	4
	5
	6

	Fines, late fees and penalties acknowledged or which are to be collected based on judgments issued by the court of arbitration

	210
	–
	–
	–
	–

	
	220
	–
	–
	–
	–

	Profit (loss) of previous years 

	
	
	
	
	

	Indemnity for losses due to nonperformance or improper performance of obligations

	230
	–
	–
	–
	–

	Exchange rate difference for foreign currency transactions 

	240
	–
	–
	–
	–

	
	250
	X
	X
	X
	X

	Contributions to allowance account 

	
	
	
	
	

	Write-off of uncollectible receivables and payables due to expiration of statute of limitation 

	260
	–
	–
	–
	–

	
	
	
	
	
	

	Total 
	270
	–
	–
	–
	–

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	

	Director
	signature
	
	
	D.V. Ryabov

	
	(signature)
	
	
	(print name)

	
	Seal here
	
	

	
	
	
	

	Chief Accountant 
signature
	
	N.V. Vaitulenis 

	(signature)
	
	(print name)

	
	Seal:
(illegible)

	
	

	
	

	
	


� The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 2 of the Article 9.


� The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 7 of the Article 9.


� The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 3 of the Article 6.


� The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 1 of the Article 17.


� The Federal Law "On Accounting" of 21.11.1996 No. 129-FZ (as amended of 03.11.2006), the paragraph 2 of the Article 17.
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