
REGULATIONS
on the Audit Commission of Interregional Distribution Grid Company of Centre and Northern Caucasus, Joint Stock Company 
Moscow 2006

1. General provisions

1.1. The Regulations on the Audit Commission of Interregional Distribution Grid Company of Centre and Northern Caucasus, Joint Stock Company (hereinafter - "the Regulations"), developed according to the Federal law "On Joint Stock Companies" and the Articles of Association of Interregional Distribution Grid Company of Centre and Northern Caucasus, Joint Stock Company (hereinafter - "the Company"), determines tasks and operating procedures of the Audit Commission, regulates questions of interaction with management bodies of the Company and structural divisions of the executive office of the Company.

1.2. The Audit Commission is a constantly acting body of the internal control of the Company, performing the regular control of financial and economic activity of the Company, its subdivisions, officials of management bodies of the Company and structural divisions of the executive office of the Company about conformity to the legislation of the Russian Federation, the Company’s Articles of Association and internal documents of the Company.

1.3. The Audit Commission acts in interests of shareholders of the Company and in its activity it reports to the Company’s Shareholders general meeting.

1.4. At realisation of the activity the Audit Commission it is independent officials of management bodies of the Company and heads of structural divisions of the executive office of the Company.

1.5. In the activity the Audit Commission is guided by the legislation of the Russian Federation, the Company Articles of Association, the Regulations and other internal documents of the Company confirmed by the Company’s Shareholders general meeting.

2. Tasks of the Company’s Audit Commission

2.1. The main tasks of the Company’s Audit Commission are:


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


b) provision of supervision over conformity of made by the Company financial and economic operations to the legislation of the Russian Federation and the Company’s Articles of Association;


c) realisation of independent estimation of the information on the Company’s financial condition.

3. The Chair and the Secretary of the Audit Commission

3.1. The Chair of the Audit Commission is elected by members of the Company’s Audit Commission from by a majority of votes from the total number of the elected members of the Company’s Audit Commission. Members of the Company’s Audit Commission have the right to re-elect at any time the Chair of the Audit Commission by a majority of votes from the total number of the elected members of the Company’s Audit Commission.

3.2. The Secretary of the Company’s Audit Commission is elected by members of the Company’s Audit Commission by a majority of votes from the total number of the elected members of the Company’s Audit Commission. Members of the Company’s Audit Commission have the right to re-elect at any time the Secretary of the Audit Commission by a majority of votes from the total number of the elected members of the Company’s Audit Commission.

3.3. The Chair and the Secretary of the Company’s Audit Commission newly elected shall be elected not later than 15 (Fifteen) working days from the moment of election of corresponding new members of the Company’s Audit Commission.

4. The rights and obligations of the Audit Commission

4.1. The Company’s Audit Commission at realisation of the powers is guided only by requirements of the legislation of the Russian Federation, the Articles of Association of the Company and decisions of Shareholders general meeting of the Company.

4.2. Powers of the Company’s Audit Commission concern:

1) unobstructed admission in all office accommodations of the Company;

2) sealing up of cash depositories, material warehouses, archives and other office accommodations of the Company for carrying out of check of safety of values being in them and documents;

3) withdrawal from cases of separate documents (with leaving in the cases an act of withdrawal and copies of the withdrawn documents) if fakes, forgeries or other abusings are found out in the course of an audit;

4) drawing from officials of management bodies of the Company, heads and employees of structural divisions of the executive office of the Company of written explanations on the questions arising during carrying out of audits;

5) issue of prescriptions to officials of management bodies of the Company, to heads of structural divisions of the executive office of the Company about taking immediate measures by them in connection with the revealed infringements if not taking such measures can entail loss of values, documents or promote further abusings;

6) demanding convocation of extraordinary Shareholders general meeting of the Company, session of the Board of Directors of the Company in an order established by the legislation of the Russian Federation, the Articles of Association of the Company and the Regulations;

7) enquiring from officials of management bodies of the Company, heads of the subdivisions of the Company and structural divisions of the executive office of the Company documents and materials necessary for carrying out of audits by the Audit Commission of financial and economic activities of the Company;

8) placing for consideration officials of management bodies of the Company a question on bringing employees of the Company to disciplinary and legal liability, including officials of management bodies of the Company, in case of infringement of the Articles of Association of the Company and internal documents of the Company by them;

4.3.
The Chair of the Company’s Audit Commission:

1) convenes and holds sessions of the Company’s Audit Commission;

2) confirms the session agenda of the Company’s Audit Commission, and also solves all necessary questions connected with preparation and carrying out of a session of the Company’s Audit Commission;

3) organises current work of the Company’s Audit Commission;

4) represents the Audit Commission at Shareholders general meeting of the Company and sessions of the Board of Directors of the Company;

5) signs the session Minutes of the Audit Commission and other documents proceeding on behalf of the Company’s Audit Commission.

4.4.
The Secretary of the Company’s Audit Commission:

1) takes Minutes of sessions of the Audit Commission;

2) provides timely informing of management bodies of the Company on results of the conducted audits, gives copies of conclusions (acts) of the Company’s Audit Commission;

3) arranges and signs Minutes of sessions of the Company’s Audit Commission;

4) organises conducting clerical work, document circulation and storage of documents of the Company’s Audit Commission;

5) organises the notification of members of the Company’s Audit Commission about carrying out of sessions of the Audit Commission, planned and off-schedule audits of the Company’s activity;

6) accomplishment of other functions provided by the Regulations.

4.5.
Members of the Company’s Audit Commission are obliged:

1) personally to participate in sessions of the Audit Commission, in carrying out of audits of the Company’s financial and economic activities;

2) to provide observance of a mode of confidentiality of received data and not

з
to allow unauthorized disclosure of the information which they have become aware in the course of conducting auditing activities;

3) in the order established by the Articles of Association of the Company to demand convocation of extraordinary Shareholders general meeting of the Company in case of origin of real threat to interests of the Company;

4) to report at the Company’s Shareholders general meeting on results of planned and off-schedule audits of financial and economic activity of the Company, about revealed facts of infringement by members of the Board of Directors and other officials of management bodies of the Company of the legislation of the Russian Federation, the Articles of Association and internal documents of the Company;

5) to submit to the Company’s Board of Directors not later than for 45 (Forty five) days before date of conducting annual Shareholders general meeting of the Company the conclusion (report) following the results of annual audit of the Company’s activity, including an estimation of the annual report of the Company.

4.6. Members of the Audit Commission cannot be simultaneously members of the Board of Directors of the Company, and also occupy posts in the Company’s management bodies.

4.7. The Audit Commission according to the decision on carrying out of check (audit) has the right to involve for carrying out of check (audit) specialists in corresponding areas (legal, economy, finance, business accounting, management, economic security and others), including specialised organisations.

5. The work organisation of the Company’s Audit Commission

5.1. Carrying out of sessions of the Company’s Audit Commission and realisation of audits of the Company’s activity are performed according to the confirmed Work Plan of the Audit Commission unless established by the Regulations otherwise.

5.2. The Work Plan of the Company’s Audit Commission affirms the Audit Commission, not later than 45 (Forty five) days from the moment of election at Shareholders general meeting of new members of the Audit Commission. The person responsible for drawing up of the draft of the Work Plan of the Company’s Audit Commission, and its representation for approval by the Company’s Audit Commission is its Chair.

5.3. The Work Plan of the Company’s Audit Commission includes:

1) audited entities (kinds of financial and economic activities of the Company, separate areas of the Company’s activity);

2) determination of the form of check on each of entities (documentary, check in the location of the audited entity (visiting);

3) the time schedule of conducting audits of the Company’s activity, approximate terms of conducting audits (annual, quarterly);

4) the time schedule of conducting sessions of the Audit Commission to solve questions on preparation and carrying out of audits of the Company’s activity;

5) the list of financial and (or) economic documentation necessary for realisation of check of each of the audited entities;

6) determination of members of the Company’s Audit Commission, responsible for preparation for carrying out of audits, information and necessary documents and materials collection;

7) other questions connected with the organisation of conducting sessions and audits by the Audit Commission of the Company.

6. Sessions of the Company’s Audit Commission

6.1. Sessions of the Company’s Audit Commission are held to solve organizational questions of activity of the Audit Commission, and also each time before the beginning of conducting audit and following the results of its carrying out.

6.2. At a session of the Company’s Audit Commission, conducted before the beginning of conducting each audit, the following questions of preparation and carrying out of the forthcoming audit are considered:

1) determination of an audited entity (accounting and statistical reporting, etc.);

2) order, terms and volume of conducting check;

3) determination of the list of information and materials necessary for carrying out of check, methods and sources of their obtaining;

4) determination of the list of persons who it is necessary to involve for check carrying out (for provision of explanations, clarification of individual questions);

5) appointment of date of conducting a session of the Audit Commission on check summarising;

6) determination of a member of the Audit Commission, responsible for preparation of the draft of the conclusion (report) of the Audit Commission to a session of the Audit Commission on check summarising;

7) decisions on other questions.

A session of the Audit Commission concerning check preparation and carrying out can be conducted without joint presence of members of the Audit Commission by means of conducting correspondence voting (by poll).

6.3.
At a session of the Company’s Audit Commission, conducted following the results of each check, the following questions are considered:

1) discussion of the information received during carrying out of check and sources of its obtaining;

2) check summarising;

3) generalisation of conclusions and forming offers on the basis of check results;

4) approval and signing of the conclusion (report) of the Audit Commission following the results of check;

5) identification and analysis of causes of infringement of the legislation of the Russian Federation and the Company Articles of Association, and discussion of possible variants of their elimination and prevention in the future;

6) decision-making on addressing to management bodies of the Company, their officials and heads of structural divisions of the executive office about necessity of elimination of the infringements revealed by check; bringing the persons who have violated to responsibility;

7) other questions connected with summarising of check.

6.4. Regular sessions of the Company’s Audit Commission are conducted in the terms established by the Work Plan of the Audit Commission.

6.5. Emergency meetings of the Company’s Audit Commission are convened by the Chair of the Audit Commission under own initiative or at the initiative of a member of the Audit Commission, and also on the basis of the decision of Shareholders general meeting, Board of Directors of the Company or the requirement of shareholders of the Company (owning not less than 10 percent of voting shares of the Company) on carrying out of check of financial and economic activity of the Company.

6.6. The Chair of the Company’s Audit Commission while preparing for carrying out a session of the Audit Commission:

1) determines date, time and venue of the session (summarising of correspondence voting);

2) form of conducting the session (joint presence, correspondence voting);

3) confirms the session agenda;

4) determines the list of materials and documents (information) necessary for consideration of questions of the agenda of the session of the Audit Commission;

5) determines the list of persons invited for participation in the session of the Audit Commission (at joint presence);

6) solves other questions connected with preparation for carrying out of the session of the Company’s Audit Commission.

6.7.
The notification of conducting a session of the Audit Commission of the Company is sent to members of the Audit Commission with certified mail not later than 10 (Ten) days prior to date of conducting the session, and at carrying out of the session following the results of check, the notification is sent not later than 2 (two) days prior to date of conducting the session.

At carrying out of correspondence voting in the cases provided by the Regulations, the notification of conducting correspondence voting is sent together with materials concerning the agenda and the questionnaire with certified mail not later than 15 (Fifteen) days prior to date of voting summarising.

6.8. The Chair of the Audit Commission at revealing of infringements of the legislation of the Russian Federation, the Articles of Association of the Company and other internal documents of the Company at realisation of the Company’s activity is obliged to convene an extraordinary session of the Audit Commission for the decision of a question on carrying out an off-schedule check.

6.9. A member of the Audit Commission at revealing of the infringements specified in point 6.8. of the Regulations is obliged to send to the Chair of the Audit Commission a written statement with the description of character of infringements and persons, who have violated, not later than 3 (Three) working days from the moment of their revealing.

6.10. In the cases provided by points 6.8 and 6.9. of the Regulations, the Chair of the Audit Commission is obliged to convene an extraordinary session of the Audit Commission in the form of joint presence within 10 (Ten) days from the moment of obtaining the information on the revealed infringements.

6.11. A session of the Audit Commission, conducted in the form of joint presence, includes the following stages:

1) opening of a session by the Chair of the Audit Commission;

2) determination of quorum of a session;

3) announcement of questions of the agenda of a session;

4) presenting reports, messages and statements concerning the session agenda, their discussion;

5) formulation by the Chair of the Audit Commission of the draft of the decision concerning the agenda;

6) voting by questions of the agenda of a session;

7) voting summarising;

8) announcement of decisions of the Audit Commission concerning the agenda;

6.12.
A session of the Company’s Audit Commission, conducted by poll,
includes the following stages:

1) acceptance and counting of questionnaires which have been received from members of the Audit Commission in time, established in the questionnaire for correspondence voting;

2) determination of quorum of a session of the Audit Commission;

3) counting of votes, presented by questionnaires and voting summarising;

4) registration of the Minutes of a session of the Audit Commission.

6.13. A session of the Company’s Audit Commission is competent (has quorum) if it has more than half of members of the Company’s Audit Commission participating in it. In case of absence of quorum, the session of the Audit Commission is transferred for a later term, but not more than for 10 (Ten) days.

6.14. Voting by questions of the agenda of a session of the Audit Commission is accepted by majority of votes of members of the Company’s Audit Commission.

At the solution of questions at a session of the Audit Commission each member of the Audit Commission possesses one vote.

In case of equality of votes the vote of the Chair of the Audit Commission is solving.

6.15. At a session of the Audit Commission the Secretary of the Audit Commission keeps minutes.

6.16.
The Minutes of a session of the Company’s Audit Commission shall contain:
1) date, time and venue of the session (voting summarising);

2) the list of members of the Audit Commission and persons who are present at the session (participating in correspondence voting);

3) the information on quorum of the session;

4) questions included in the agenda of the session;

5) substantive provisions of presentations, reports and statements concerning the agenda (only for a session in the form of joint presence);

6) voting results;

7) decisions taken by the Audit Commission.

6.17. The Minutes of a session of the Company’s Audit Commission are constituted in duplicate not later than 5 days from the moment of the session carrying out (summarising of correspondence voting) and signed by the Chair and the Secretary of the Company’s Audit Commission.

6.18. The Company is obliged to store Minutes of sessions of the Audit Commission and to provide their presentation on request of shareholders of the Company.

7. The order of conducting auditing activities
7.1. Planned check of financial and economic activity of the Company is conducted according to the confirmed annual Work Plan of the Audit Commission.

7.2. Off-schedule check of financial and economic activity of the Company is conducted:

1) on the basis of the decision of the Company’s Audit Commission;

2) on the basis of the decision of Shareholders general meeting, the Company’s Board of Directors;

3) on request of shareholders (shareholder) of the Company owning in aggregate not less than 10 (Ten) percent of voting shares of the Company.

7.3.
Unless otherwise provided for by the decision of the Audit Commission, General meeting
Shareholders, the Company’s Board of Directors about carrying out off-schedule check, a session
of the Company’s Audit Commission, subject to carrying out according to point 6.2.
of the Regulations, shall be conducted not later than 15 (Fifteen) working days from the moment of:

1) accepting by the Audit Commission of the decision on carrying out off-schedule check;

2) receiving by the Chair of the Audit Commission decisions of Shareholders general meeting, the Company’s Board of Directors on carrying out off-schedule check;

A session of the Company’s Audit Commission, subject to carrying out according to point 7.2. of the Regulations on the basis of the requirement of shareholders (shareholder) of the Company owning in aggregate not less than 10 (Ten) percent of voting shares of the Company about carrying out off-schedule check, shall be conducted not later than 20 (Twenty) working days from the moment of receiving the specified requirement of shareholders (shareholder) of the Company.

7.4.
Check of financial and economic activity of the Company includes:

1) determination of the standard-legal base regulating the audited area of the Company’s activity;

2) collection and analysis of financial and economic documents of the Company, indicators of the accounting and statistical reporting and other documents of the Company, obtaining written and oral explanations concerning the audited entity;

3) survey of warehouses, archives and other office accommodations of the Company;

4) revealing of signs of discrepancy financial and economic activities of the Company to the current legislation of the Russian Federation, distortion and unauthenticity of reflecting the Company’s activity in accounting, statistical and other reporting and the Company’s documentation;

5) realisation of other actions providing complex and objective check of financial and economic activity of the Company within the limits of powers of the Audit Commission fixed by the Regulations.

7.5. At carrying out of check members of the Company’s Audit Commission enquire necessary documents and materials from management bodies of the Company, heads of the subdivisions, structural divisions of the executive office of the Company and other persons who have necessary documents and materials.

Required documents and materials shall be presented to members of the Company’s Audit Commission within 2 (Two) working days from the moment of request receipt.

7.6. A member of the Company’s Audit Commission shall have access to books, accounts, business correspondence and other information concerning a corresponding audited entity.

7.7. At carrying out of audits members of the Company’s Audit Commission are obliged to study properly all received documents and materials concerning an audited entity.

7.8. Officials of management bodies of the Company, heads of the subdivisions and structural divisions of the executive office of the Company are obliged:

1) to create the auditing persons the conditions providing effective carrying out of check, to give to members of the Audit Commission the necessary information and documentation, and also to give by their inquiry (oral or written) explanations and clarifications in the oral and written form;

2) operatively to eliminate all infringements revealed by the Audit Commission, including on conducting the business accounting and drawing up of accounting and other financial reporting;

3) not to allow any actions at carrying out of the check, directed on restriction of a circle of the questions which are subject to finding out at carrying out of the check.

8. The conclusion (report) of the Company’s Audit Commission

8.1. Following the results of check of financial and economic activity of the Company the Audit Commission constitutes the conclusion (report) which is a document of the internal control of the Company.

8.2. The conclusion (report) of the Audit Commission shall consist of three parts: introduction, analytical and summary.

8.3. The prologue of the conclusion (report) of the Audit Commission shall include:

1) the document name as a whole - "the Conclusion (act) of the Audit Commission of Interregional Distribution Grid Company of Centre and Northern Caucasus, Joint Stock Company.

2) date and place of drawing up of the conclusion (report);

3) date (period) and check venue;

4) the check basis (the decision of the Audit Commission, Shareholders general meeting, Board of Directors, shareholders (shareholder) of the Company);

5) the check purpose (determination of legality of the Company’s activity, identification of reliability of accounting and other documentation, its conformity to the legislation of the Russian Federation, etc.);

6) audited entity (certain activity of the Company, the financial and economic documentation, including the accounting and statistical reporting, etc.);

7) the list of the standard-legal and other documents regulating activity of the Company which have been used at check carrying out.

8.4.
The analytical part shall contain an objective estimation of the condition
of the audited entity and include:

1) general results of check of the documentation of the business accounting and reporting and other documentation of financial and economic activity of the Company;

2) general results of check of observance of requirements of the legislation of the Russian Federation at fulfilment of financial and economic operations;

8.5.
The summary part of the conclusion (report) of the Company’s Audit Commission represents
the reasoned conclusions of the Audit Commission and shall contain:

1) confirmation of reliability of the data contained in statements, and other financial records of the Company;

2) information on facts of infringement of the established by the legislation of the Russian Federation order of conducting the business accounting and statements presentation, and also legal acts of the Russian Federation at realisation of financial and economic activity;

3) recommendations and offers on elimination of causes and consequences of infringements of the legislation of the Russian Federation, the Articles of Association and internal documents of the Company.

8.6. The conclusion (report) of the Company’s Audit Commission is constituted in 3 (Three) copies not later than 2 (two) days from the moment of the completion of the audit performance and signed at the session of the Audit Commission following the results of check by all members of the Audit Commission and specialists and experts involved in the audit. The conclusion (report) shall have a mark that General Director and Chief Accountant of the Company are acquainted with it.

In case of origin of disagreements between members of the Audit Commission on this or that question, the conclusion (report) of the Audit Commission is signed with disagreements (remarks) which can be stated in a separate opinion of a member of the Audit Commission. The separate opinion is attached to the conclusion (report) of the Audit Commission signed by a member of the Audit Commission or a specialist and an expert.

One copy of the conclusion (report) is stored at the Secretary of the Audit Commission, one is sent to the Chair of the Board of Directors of the Company, and one - to General Director of the Company.

8.7. The Company is obliged to store the conclusions (reports) of the Audit Commission and to provide access to them on request of shareholders of the Company.

APPROVED BY:


Management Board of Russian Open Joint Stock Company of Power and Electrification "UES of Russia" 


Minutes from 30.03.2006 № 1429pr/1





Executive secretary of the Management Board





___________________ A.A. Zakharov
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