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1. GENERAL PROVISIONS

1.1. This Dividend Policy Regulations of “Interregional Distribution Grid Company of North-West”, Joint Stock Company (hereinafter referred to as the “Regulations”) were developed in accordance with the Russian Federation effective laws, Articles of Association of IDGC of North-West (hereinafter referred to as the “Company”), recommendations of the Corporate Governance Code of IDGC of North-West and other internal documents of the Company.

1.2 The Company’s dividend policy is a set of principles and methods used by the Company to determine the proportions between the capitalized part of the Company’s profit and the part of the profit paid as dividends, and the system of relations and principles for determining the procedure and time frames of dividends payment, for establishing the Company’s responsibility for default on the obligation to pay dividends. 

1.3 The Company’s dividend policy is based on the balance of interests of the Company and its shareholders when determining the amount of dividend payment, on respect for, and strict observation of shareholders’ rights stipulated by effective laws of the Russian Federation, the Articles of Association and internal documents of the Company, and is aimed to improve investment potential of the Company and to increase its market capitalization. 

1.4 The Regulations determine the main principles and approaches as regards taking by the Company’s Board of Directors of the resolutions in respect of recommendations to the meeting of shareholders as to the amount of dividends payment per shares in order to provide for transparent arrangements for determination of the dividend amount and its payment, as well as to inform the shareholders and other people concerned on the Company’s dividend policy and specify the procedure of taking a resolution on dividends payment (declaration), terms of their payment, the procedure of dividends amount calculation, including time frames, place, manner of their payment, and Company’s responsibility for default on dividends payment. 
1.5 The terms and definitions used herein have the same meaning as in the Russian Federation laws on joint stock companies and securities, unless otherwise envisaged by the Regulations.
2. PRINCIPLES OF THE COMPANY’S DIVIDEND POLICY 
2.1 The Company’s dividend policy is based on the following principles: 

- calculation of dividends is based on application of profit without taking into account the impact of the financial investments reassessment;

- necessity of supporting the required level of the Company’s financial and technical level (implementation of the investment program), provision for the Company’s development prospects;

- compliance of dividend distribution and payment practice accepted in the Company with the laws of the Russian Federation and the best corporate conduct standards; 

- balance of the interests of the Company and shareholders;

- necessity of improving the Company’s investment potential and increasing its capitalization; 

- provision of transparent (clear) arrangements for determination of the dividend amount and its payment;

- dividends per ordinary shares are paid only when dividends per preferred shares are paid in full (in the event of preferred shares placement) according to the Company’s Articles of Association.

2.2 The recommended amount of dividend payment shall be determined by the Board of Directors based on the financial performance of the Company, besides the Board of Directors will aim to provide for positive dynamics of the dividend amount payments to shareholders from year to year.

3. TERMS OF DIVIDENDS PAYMENT 
3.1 The Company is entitled to make a resolution (to declare) on dividend payment according to the results of the first quarter, half year, nine months of the financial year and (or) the results of the financial year. The resolution on dividend payment (declaration) according to the results of the first quarter, half year, and nine months of the financial year may be made within three months after the corresponding period expiration, provided that the amount of the net profit allocated for financing of the investments and development of the Company is sufficient. 

3.2 Along with aiming to increase its capitalization, the Company aims to increase the amount of dividends paid to shareholders based on the amount of net profit obtained in the reporting financial period and the necessity for the development of the production and investment operations of the Company. 

3.3 The Company shall not be entitled to take a resolution (to declare) on payment of dividends per shares:
- until the Company’s total authorized capital is fully paid;
- until all of the shares which are to be redeemed in conformity with Article 76 of the Federal Law “On Joint-Stock Companies” are bought out;
- if as at the date of taking such a resolution, the Company has features of insolvency (bankruptcy) according to the Russian Federation laws on insolvency (bankruptcy) or if these features appear in the Company as a result of dividends payment;
- if as at the date of taking such a resolution, the Company’s net asset value is less than its authorized capital, than its reserve fund, and than the excess of the liquidating value of the placed preferred shares determined by the Articles of Association (in the event of preferred shares placement by the Company) over the par value or becomes less than their amount as a result of taking such a resolution;
- in other events stipulated by federal laws.
3.4. 
 The Company is not entitled to take a resolution (to declare) on payment of dividends (including dividends based on the results of the first quarter, half year, nine months of the financial year) per ordinary shares and preferred shares, the amount of dividends per which is not determined (in the event of preferred shares placement by the Company), if a resolution was not taken as regards payment of the full amount of dividends (including the accumulated  dividends per cumulative preferred shares) per all types of preferred shares, the amount of dividends (including dividends based on the results of the first quarter, half year, nine months of the financial year) per which is determined by the Company’s Articles of Association (in the event of their placement).
3.5 The Company is not entitled to take a resolution (to declare) on payment of dividends per preferred shares of a certain type (in the event of their placement), the amount of the dividend per which is determined by the Company’s Articles of Association, if a resolution was not taken as regards full payment of dividends (including as regards full payment of all accumulated dividends per cumulative preferred shares) per all types of preferred shares granting the advantage in the order of priority of dividends receipt in relation to preferred shares of this type (in the event of placement of such shares).
3.6 The Company shall not be entitled to pay the declared dividends per shares:
- if as at the date of payment, the Company has features of insolvency (bankruptcy) according to the Russian Federation laws on insolvency (bankruptcy) or if these features appear in the Company as a result of dividends payment;
- if as at the date of payment, the Company’s net asset value is less than its authorized capital, than its reserve fund, and than the excess of the liquidating value of the placed preferred shares determined by the Articles of Association (in the event of preferred shares placement by the Company) over the par value or becomes less than their amount as a result of taking such a resolution;
- in other cases stipulated by federal laws.
The Company shall be obliged to pay the declared dividends to shareholders upon cessation of the mentioned circumstances.
3.7. 
 The profit distributed as dividends based on the results of the first quarter, half year and nine months of the financial year is not taken into account when the profit and loss is distributed following the results of the financial year (including payment (declaration) of dividends).
4. AMOUNT OF DIVIDENDS PAYMENT

4.1. Calculation of the amount of dividends based on the results of the financial period is performed as follows.
I. 
 In case of complying with the terms as set out in clause 3 of these Regulations, a resolution on payment of dividends is taken provided that the following criteria are met simultaneously:
- presence of net profit based on the results of the financial period;
- presence of net profit based on the results of the financial period without taking into account reassessment of financial investments;
- relation of the debt (as at the end of the period) to EBITDA (calculation of the index is performed on the basis of the valid credit policy regulations) is less than three - if this criterion is not complied with, the priority is placed on repayment of borrowed funds, rather than payment of dividends.
II. Calculation of the amount of dividends:
DIV = NP – AlRF’ - PD - PL, where:
DIV is the total amount of net profit allocated for dividends;
NP is the net profit based on the results of the financial period (without taking into account reassessment of financial investments) received taking into account long-term parameters of regulation established in respect of the Company;
AlRF’ is the amount of obligatory allocations to the reserve and other funds according to the Company’s Articles of Association, the relation to the total amount of allocations to the funds corresponds to the share of profit without taking into account reassessment of financial investments in the total amount of the net profit;
PD is the part of the profit allocated for investments, development of the Company;
PL is the part of the profit allocated for repayment of losses, if any, of past years from operational activity (no more than 0.5* (NP- AlRF’- PD).
III. If within the financial year, any essential equipment operation troubles were registered or the reliability parameter determined as the Company’s key performance indicator was not complied with (non-admission of the number of failures, which exceeds the limiting number of the failures described in clause 2.1 of the Instruction for Investigation and Accounting of Process Troubles in Operation of Power Systems, Power Plants, Boilers, Electric and Thermal Grids, RD 153-34.0-20.801-2000 approved by the Ministry for Energy Industry of the Russian Federation dated 29 December 2000), and the decisions approved by the Company’s Board of Directors were taken as to realization of the actions to improve reliability and quality of services, the amount of dividends is determined taking such decisions.
5. SOURCES OF FUNDS ALLOCATED FOR DIVIDENDS PAYMENT

5.1 In compliance with the requirements of the RF effective laws, dividends shall be paid from the profit of the Company after taxes (net profit of the Company) calculated in compliance with effective rules of accounting and reporting and shall be distributed between shareholders in proportion to the number of shares of the corresponding category (type) at their disposal. Special funds of the Company may serve as well for payment of dividends per the Company’s preferred shares stipulated by the Company’s Articles of Association.

5.2 The structure of distribution of the net profit for the reporting financial year includes the allocations, which are obligatory for the Company according to the effective laws of the Russian Federation, the Articles of Association and internal documents of the Company, and for other lines of its expenditure, including for payment of dividends.
5.3 The members of the Company’s Board of Directors determine the recommended amount of dividends per the Company’s shares. The Company’s General Director is entitled to submit proposals to the Company’s Board of Directors on distribution of the Company’s profit, including on payment of dividends.
5.4 The amount of the dividends paid per ordinary shares is determined by the General Meeting of Shareholders according to the recommendation of the Board of Directors and may not exceed the amount recommended by the Board of Directors.
5.5 The amount of the dividend paid per one ordinary share is determined by way of dividing the total amount of the dividends allocated for payment per ordinary shares of the Company by the number of ordinary shares of the Company, under which dividends may be attributed in accordance with the laws. 
5.6 The amount of intermediate dividends recommended by the Board of Directors (dividends declared before the end of the financial year - based on the results of the first quarter, half year, nine months) is determined in compliance with the following terms:
- Amount of dividends from the profit of the current year may not exceed the value of the dividends amount planned for the current year according to the Business Plan approved by the Company’s Board of Directors based on the results of the year (determined in view of obligatory allocations from the profit to the funds of the Company according to the effective laws of the Russian Federation, Articles of Association and internal documents of the Company);
- Amount of dividends from the profit of past years may not exceed the amount of the profit of past years available in the Company (according to the latest reporting), in respect of which the general meeting of shareholders did not take the resolution on its distribution.
6 PROCEDURE OF TAKING A RESOLUTION ON DIVIDENDS PAYMENT
6.1 The resolution on declaration, payment or non-payment of dividends, including the resolution on the amount of the dividend, form, time frames and procedure of its payment per the shares of each category (type) is taken by the Company’s General Meeting of Shareholders according to the Company’s Articles of Association and on the basis of recommendations of the Company’s Board of Directors as to the amount of dividends. The amount of dividends may not exceed the amount recommended by the Company’s Board of Directors.
6.2 The resolution on payment of dividends per the placed shares based on the results of the financial year is taken by the annual General Meeting of Shareholders as a part of the resolution on distribution of the Company’s profit based on the results of the financial year.
6.3 The resolution on payment of dividends per the placed shares based on the results of the first quarter, half year, nine months of the financial year is taken by the General Meeting of Shareholders as a separate item of the agenda of the General Meeting of Shareholders.
6.4 The recommendations of the Board of Directors and the resolution of the General Meeting on payment of dividends shall determine:
- category and type of the shares, in respect thereof the dividends are declared;
- amount of the dividend per one share of a certain category and type;
- manner and time frame of dividends payment;
- form of dividends payment.
6.5. 
 The resolution on dividends payment (declaration) may be taken if there are no dividend payment (declaration) statutory restrictions.
7. LIST OF PERSONS ENTITLED TO DIVIDENDS
7.1. The Company’s Board of Directors determines the date of drawing up of the list of the persons entitled to attend the Company’s General Meeting of Shareholders. The list of the persons entitled to receive dividends is taken as at the date of drawing up of the list of the persons entitled to attend the General Meeting of Shareholders, at which the resolution on payment of dividends is taken.
7.2 The list of the persons entitled to receive dividends is drawn up by the Company’s Registrar, as may be ordered by the Company.
7.3 The list of the persons entitled to receive dividends includes the following persons:

- shareholders registered in the shareholding system as at the date of drawing up of the list;
- other persons (pledgees, trustees, etc.) registered in the shareholding system as at the date of drawing up of the list, to whom the rights were delegated under the shares, unless otherwise established by the agreement of such a person with the shareholder;
- shareholders, in whose interests the nominal shareholder registered in the shareholding system as at the date of drawing up of the list owns the shares. The nominal shareholder shall provide information on the persons in whose interests he owns the shares when drawing up the list of the persons entitled to dividends.
7.4 If shares are the common property, all the joint owners of shares shall be included in the list of the persons entitled to dividends.
7.5 Information on the manner of dividends receipt is contained in the form of the registered person. The owner of shares bears responsibility for submission of authentic information at making the corresponding changes in the form of the registered person.
7.6 When arranging the relationship with the register holder, the Company shall make all the required efforts to establish the degree of responsibility of the register holder for conformity of information contained in the list of the persons entitled to dividends, as well as information regarding the manner (form) of profit obtaining, to the information contained in the shareholding register for the purpose of shareholders’ rights protection concerning dividends receipt.
7.7 The Company will demand the register holder to specify the reasons for making changes in case of any amendments brought in the list of the persons entitled to dividends.
7.8 Any shareholder has the right to apply for information to the Company concerning his inclusion (rejected inclusion) in the list of the persons entitled to dividends.
7.9 The Company shall send a written answer to the shareholder by his postal address, unless another manner of information receipt is mentioned, within five business days from the moment of receipt of the claim aforesaid in clause 7.8 hereof.
8. PROCEDURE, TIME FRAME AND FORM OF DIVIDEND PAYMENT
8.1 The terms and the manner of dividends payment shall be determined by the Articles of Association or a resolution of the General Meeting of the Company.
8.2 Dividends are paid exclusively in money.
8.3 If the last day of the term of dividends payment falls to a non-business day, the following business day shall be considered the expiration day.
8.4 The Company shall pay the declared dividends upon expiration of the specified period.

8.5 The Company is entitled to fulfill its obligations regarding dividend payment at any time within the specified term of payment.
8.6 According to Article 196 of the Civil Code of the Russian Federation, the period of keeping of the allocated, but not paid dividends is 3 years. The mentioned term is regarded from the date of the end of the time frame for dividends payment for the corresponding financial year.
8.7 There is no interest to be attributed for unclaimed dividend.
8.8 Taxation of dividends payable shall be carried out in compliance with effective laws of the Russian Federation.
8.9 Payment of the dividend is transfer of the respective amounts of money from the Company’s account to the bank account (postal address) contained in the shareholding system of the Company’s shareholders.
8.10 The owner of shares is entitled to make changes at any moment in the form of the registered person regarding the manner of cash income receipt from shares, the postal address or banking details, where they shall transfer dividends, by way of providing the company’s register holder with the form of the registered person with the respective order. During the term of payment of dividends, the register holder provides the Company with the updated information. The Company does not bear any responsibility for sending dividends by the shareholder’s address using the details earlier known to the Company, if the Company sends them before the moment when it learns about the updated information.
9. INFORMATION DISCLOSURE AS REGARDS DIVIDEND POLICY
9.1 The Company shall present these Dividend Policy Regulations of IDGC of North-West and all the amendments thereto in the Company’s web-site at: www. mrsksevzap.ru. 
9.2 Information referred to making the resolution on dividends payment, the amount, time frame, the method and manner of payment shall be disclosed subject to effective laws of the RF.
9.3 Any documents submitted to the shareholders at the General Meeting for making the resolution on dividends payment shall contain the information proving presence or absence of the terms required for dividends payment.
9.4 The statement on the resolution as regards dividend payment shall be presented in the Company’s web-site no later than one day from the moment of drawing up of the minutes of the General Meeting of Shareholders, which made the respective resolution.
9.5 The statement published by the Company on the resolution as regards payment of dividends, their amount, form, time frame and manner of payment shall be unequivocal and clear for shareholders concerning these issues. Besides, the shareholders shall be explained their liability to bring the changes in the form of a registered person kept in the shareholding register if bank details and postal addresses changed, as well as they shall be notified on the consequences of their failure to make changes properly.
10. 
 COMPANY’S RESPONSIBILITY FOR NON-PAYMENT OF DIVIDENDS

10.1 The Company shall pay the declared dividends in the amount and within the time frame determined by the resolution of the General Meeting and the provisions of the Articles of Association. If the Company fails to fulfill its obligations, the shareholders are entitled to claim the declared dividends through the court.

10.2 The Company bears no responsibility for any breach of obligations on dividends payment if there is no proper and complete information on the registered person in the shareholding register that is required for payment (transfer) of dividends to it. 

11. FINAL PROVISIONS 
11.1 The issues referred to dividend payment to shareholders of the Company but undetermined by effective laws of the RF, the Articles of Association and these Regulations shall be solved reasoning from the necessity to observe the rights and well-founded interests of the shareholders of the Company. 

11.2 These Regulations shall be approved, changed and finished according to the resolution of the Company’s Board of Directors. The resolution shall be taken in compliance with effective laws of the RF and/or the Company’s Articles of Association. 

11.3 If any provision in these Regulations contravenes any statutory acts of the Russian Federation changed, the specified provision will become invalid and void, and the Company shall be governed by the statutory acts of the Russian Federation by the corresponding changes to be brought in these Regulations. 
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