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Brief history of the Company formation

In the early XX-th century the electrification development in the North Ossetia took place rather slowly and only on a small area, mainly in Vladikavkaz and Sadon mines. In November 1921 after the Gorsky ASSR had been formed, the National Economy Council was organized to manage the nationalized enterprises and property and the restoration of the ruined energy systems and construction of the new energy objects began.
In 1927, the Heat Energy Station of Beslan Maize Factory with the capacity of 3000 kWt , was put into operation. To unite and regulate the energy objects operation, the North Caucasian Department “Sevkavkazenergo” in Vladikavkaz was created and the energy system formation in the North Ossetia started.
The first electric station built by ”Sevkavkazenergo”  was Gizeldon HEPS with the capacity of 23000 kWt, being the most high-pressure (312 m) and the most powerful bucket turbine(Pelton type) at that time produced by Leningrad Metal plant. Gizeldon HEPS was put into industrial operation on June 29, 1934. The qualified personnel of the energy workers were trained at Gizeldonstroy. 
Besides at the same period the intensive construction of the substations and electric lines of 35-110 kW began.
In 1932-1939 the first central electric station 110 kW of the power line Gizeldon-Ordzhonikidze-Grozny was built in Ordzhonikidze which gave impulse for the energy units operation in the North Ossetia and and Chechen-Ingushetia. It promoted the electric supply reliability for the national economy of two republics.
In August 1948 Ordzhonikidzevskaya HES on the river Terek with the capacity of 9200 kWt was put into operation. In 1954 the second stage of Tersky cascade-Ezminskaya HES (45000 kWt) began its operation. 
The further construction of the substations of 110, 35 and 6-10 kW for the energy supply of the developing industrial and agricultural objects in the Republic continued.
Based on the decision of Board of Directors of Joint –Stock Company RAO”EES of Russia” (protocol N 209 from 25.11.2005) “On the project of sanation and restructurization of JSC “Sevkavkazenergo”, the JSC ”North-Ossetian hydrogeneration company” was separated from the membership of JSC “Sevkavkazenergo”.
The stock were bought by JSC ”Zaramag HEPS” at 101940 thousand roubles (56,023% of Nomimal capital)and at 80020 thousand roubles by RAO “EES of Russia” (43,976% of Nominal capital).
The Joint Stock Company “North-Ossetian hydrogenerating company” (hereinafter referred to as “the Company”) was formed on the basis of the Tersky Cascade of HES, registered on November 2, 2005 with the main office in Vladikavkaz, North Ossetia-Alania, and includes 5 HEPSs:
· Ezminskaya HEPS, the first aggregate being put into exploitation – 24.11.1954 and being approved by the State commission-03-03-1955;

· - Gizeldonskaya HEPS, the first aggregate being put into exploitation- 29.06.1934, and being approved by the State commission- 01.10.1935,

· Dzaujikauskaya HEPS, the first aggregate being put into exploitation-01.08.1948 and being approved by the State commission-15.06.1950,

· Bekanskaya HEPS ,the first aggregate being put into exploitation-25.12.1945, and being approved by the State commission- 25.12.1951;

· Kora-Ursdonskaya HEPS, the first aggregate being put into exploitation- 18.09.2000, and being approved by the State commission-2000

The Company status in the field
At present the own resources of the loads coverage in the energy system of North Ossetia-Alania are presented mainly by the hydroelectrostations. The hydroelectrostations share exceeds 90% in the structure of all republican generating powers.The energy system includes 5 hydrostations, namely: Ezminskaya, Gizeldonskaya, Dzaujikauskaya, Bekanskaya, and Kora-Ursdonskaya with the total nominated power 78,2 mWt and the total output of 320 mln kWt/h per year.
Under these conditions, the social-economic development of Republic of North Ossetia-Alania demands the reliable electric supply for the consumers accounting the consumption and real production balance of the energy, the maximum use of the own energy resources, the price stabilization and growth restrain. The energy management ways have become obsolete, the energy conservation isn’t encouraged, the non-market operation methods and the tariff formation is overexpended. The power engineers of the Republic face the problems, the decision of which constitutes the integral condition of the stable economic growth strategy realization. One of the problems is the shortage of the generating powers in North Ossetia-Alania. In case of the average yearly output of 1,8 billion kWt/h and maximum load to 350 mWt, the republican hydroelectric power stations produce a little more than 300 mln kWt/h with the rated power of 80.2 MWt. Hence, the Republic experiences the shortage of energy. The analysis of the operating stations state revealed:

The operating service life of Gizeldonskaya HEPS-70 years; Dzaujikauskaya HEPS- 56, Ezminskaya-50 years.
The turbine equipment of all HEPSs considerably exceeded the rated service life(40 years).All the operating HEPSs need reconstruction and maintenance.
Ezminskaya HEPS
Location: North Ossetia-Alania,  village Chmi , 1,5 km from the southern exit from Chmi, the river Terek, the distance from the mouth is 561 km.

The average long yearly volume of the drainage in the HES range is 0,860 km
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/ year.

The rated power - 45MWt.
The average long yearly energy output - 231000 kWth/year.

Gizeldonskaya HEPS

Location: North Ossetia-Alania ,  village Koban,Prigorodny district, Vladikavkaz, the river Gizeldon, 1,8 km from the southern edge.
The average long yearly drainage volume in the HEPS range-0,106 km
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/ year.

The rated power-22,94 MWt

The average long yearly  energy output-53400 thousands kWth/year.

Dzaujikauskaya HEPS
Location: North Ossetia-Alania ,  63 V.Abaeva Street, Vladikavkaz

The average long yearly drainage volume in the HES range-0.85 km
[image: image3.wmf]3

/ year.

The rated power-9,4 MWt

The average long yearly energy output-39800 thousands kWth/year
Bekanskaya HEPS

Location: North Ossetia-Alania, Bekanskaya Street, village Bekan,Ardonsky district

The rated power-0,504MWt

Kora-Ursdonskaya HEPS

Location: North Ossetia-Alania ,  Khetagurova Street, village Kora-Ursdon,Digorsky district.

The rated power-0,630 MWt

The average long yearly energy output - 0,83 thousands kWth/year

The list of the main events in 2006
	January
	On January 30, 2006, the Board of Directors of the Company decided to pass a program of the teleautomatics and communication systems modernization.

	April
	On April.2006 the Board of Directors decided to establish the Company’s registrar, namely JSC ”Ts MD”.

	May
	On May, 19, .2006 the Board of Directors worked out the prior trend of the Company’s activity in terms of the purchase policy organization.

	June
	On June, 30, 2006 The Board of Directors passed the regulations on the Company’s insurance  provision till 01.01.2008

	July
	On July, 20, 2006 The Board of Directors passed a program of “AIIS KUE”

	August
	On August 21, 2006 JSC “North-Ossetian HGC” concluded a treaty with the non-commercial business “Life Tower”, on assigning 3 000 000 roubles on charity. The JSC “Zaramagskie HES” (56% of the nominal capital) and JSC RAO “EES of Russia” (44% of nominal capital) became the Company’s stockholders.

	September
	On September 20, 2006 the Board of Directors decided to call the extraordinary meeting of the stockholders.

	October
	On October 24, 2006 The Extraordinary Meeting of the Stockholders of the JSC “North Ossetian HGC” took place.

	November
	On November, 20 the Board of Directors changed the date of the “AIIS KUE” introduction to 2007.

	December
	Agreement on social-economic cooperation between the Federal hydrogenerating company Joint-Stock Company “Hydro OGC” and the Government of the North Ossetia-Alania Republic was signed.


Address to the Stockholders of JSC “North Ossetian HGC”

Dear Stockholders!

The Joint-Stock Company “North Ossetia hydrogenerating company” in the reform process of JSC RAO “EES of Russia” was picked out from the JSC “Sevkavkazenergo” as a 100% stockholder of the Company and was registered on November 2, 2005 with the nominal capital of 181960000 rubles.
In 2006 the most important event for the Company became the decision of the Board of Directors of JSC RAO “EES of Russia” (protocol N 209 from 25.11.2005 “On the project of readjustment and restructuring of JSC “Sevkavkazenergo” according to which the JSC “North Ossetian hydrogenerating Company” was picked out from the membership in the JSC “Sevkavkazenergo” while the stocks were bought by the JSC “Zaramagskie HES” at the sum of 101940 thousands rubles (56,023%) and JSC RAO “EES of Russia”- 80020 thousands rubles (43.976%).
Thus the Company joined the Holding “Hydro OGC” uniting 49 Russian hydroelectric power station.

The main task of the business year was the production of the electric energy, the profitability, the safety state of the hydrotechnical constructions, the working complex conduction on damage prevention of HES cascade and also the stations repair aimed at non-stop aggregate operation.
In the first quarter of 2006 the generating capacities of “North Ossetian HGC” Ltd were rented by “Sevkavkazenergo” Ltd. Beginning from April “North Ossetian HGC”Ltd sold all the produced electric energy to the sale company “Sevkavkazenergo” Ltd according to the treaty.
In 2006 the company planned to output and sale 327100100 kWth, but in fact it output and realized 333204244 kWth. The real output and sale analysis showed the planned indexes overfulfilment by 5, 4 %.
In the business year the Board of Directors of “North Ossetian HGC” Ltd passed a statement on the order of the limited purchase of goods, works, and services for the Company. The procedural limitation of the purchases was accepted to provide the purpose and effective money expenditure, the economically grounded expenses and prevention of the abuse by the bulk purchasers.
A special service responsible for the bulk purchasing activity of the “North Ossetian HGC” Ltd was created by the General Director.
The Board of Directors of North Ossetian HGC” Ltd made a decision (October 2, 2006, protocol N11) on the priority trend of the business activity creating the automated information processing system for the commercial account of electric energy, telemechanics, and communication systems, according to this trend, the Company General Director was assigned to complete the works by 01.01.2007 and to inform the Board of Directors. At present the decision is being fulfilled according to the schedule.
During this activity the Company demonstrates a high level of the corporate management, a high transparency and information access level. It leads to the corporate management improvement and plays an important role for the “North Ossetian HGC” Ltd operation allowing the Company to follow the recommendations of the “Corporate behaviour code” of Russia.
The notification procedure of the General Stockholders’ meeting corresponds to all the requirements of the Russian legislation. The stockholders were in time informed about the Extraordinary General Meeting; hold by the Company in 2006.

All the information for the stockholders and potential investor was placed on the site of “North Ossetian HGC” Ltd (http//:www.soggk.osetia.ru/) in time.
The Inspection Commission and the Company’s audit periodically check and control the financial-economic activity. No infringement was revealed.
The staff policy of the Company is aimed at the highly qualified personnel selection, the team of the professionals formation capable of qualitative and operative decision of the current and strategic tasks.

The staff policy is based on the principle of the human resources value. We take care of the fact that the personnel of the Company should see their working results as a contribution to the Company development.
The number of the working personnel of the Company in 2006 made up 123 persons, industrial-production personnel being 65 persons.
By 01.01. 2007 the personnel number was 137 persons; the directors- 3 persons, the specialists- 64 persons, the workers- 71 persons.
According to the decisions of the Management Board of RAO “EES of Russia” Ltd from 26.12.2005 N 1372 sup/2 and N 1477 sup/3 from 21.05.2006 the following( year and quarter) values of the key efficiency indexes were started for “North Ossetian HGC” Ltd for 2006.
The yearly KEI:
· the equity capital profitableness- 0%

· the exploitation expenses limit- 56015 rubles (not more)

· the reliability index violation-not more 0

· the passport of readiness presence in the started period-100%
According to the decision of the Management Board of RAO “EES of Russia” Ltd from 05.11.2006 the values of the KEI “Operating power” were corrected by the following reasons:

· the operating basins of the daily regulation have been fully silted and the hydroelectric stations are working by the actual influx;

· the Company must strictly meet the set task of the hour power consumption of “КЭУК” Ltd, according to the joint treaty of purchase –sale for the electric energy which makes difficulties in planning of the necessary operating power.

The second correction was carried out for the yearly control efficiency indexes (07.11.2006) caused by the emergency-restoration works.

However, in the middle of June 2006, the pre-damage situation occurred at the basin Company station- Ezminaskaya HEPS (45 MWt) as a result of the fast unfavourable change of the river Terek bed which could lead to the full station stop (the daily output during the freshet-1080000 kWth) for the long time period( to 43-5 months). The water began to undermine the federal road and the concrete blocks, dropped from the shore-fortifications changed the stream direction towards the water-intake grates of the head unit at the Ezminskaya HEPS.
Accounting the situation, all the expenditure economy was spent to the emergency works correcting the river-bed and fortification works fulfillment.
As a result, the yearly losses made up 4743 thousands rubles and the ROE value will be minus 2.69% versus stated 0%.

The total yearly and quarter efficiency indexes set up to 2006 including the corrections have been fulfilled.
The main tasks of the Company in 2007 are:

· electric energy production, profit earning,

· the conduction of the current repair and technical maintenance of the equipment, buildings and constructions

· introduction of AIIS, Telemechanics and communication, etc.

· the fulfillment of short-term and middle-term programs
· the increase of the reliability and safety at the production places.

	Chairman of Board of Directors “North Ossetian HGC” JSC


	B.Albegov

	General Director “North Ossetian HGC” JSC
	V.Totrov

	
	

	
	

	
	


Unit1. The Company Development.

1.1. 
Main trends of the Company development

	Tasks
	Measures

	Provision of the systematic reliability and safety
	The realization of the perspective program aimed at:

· the increase of the reliability, safety and efficiency due to the renewal of the basic and efficiency due to the renewal of the basic and auxiliary equipment, exhausted its resource;

· the repair expenditure reduction (as a result of the repair system transformation from the plan-prevention principle to the repair by state introducing the diagnostic control systems and also substituting for the new equipment with the long inter-repair cycle and less rated works bulk, introducing the service system on the new modernized equipment using the factory-manufacturers and services).

· the complex automation of all the Company technological processes using the microprocecessors and modern software, allowing to realize the optimization algorithms of the equipment control integrated into the united control system of HEPSs.



	Security of the profitableness for the stockholders

	The realization of the measures leading to the aim model transition resulting in the Company joining the operative company "HydroOGC" JSC.

	Human resources growth
	The development and realization of the modern program on the personnel training, certification, promotion, staff reserve formation, aim training, stimulation and motivation system creation.


	The increase of the operative efficiency
	The measures realization on the business-and technological processes efficiency increase, the assets cost optimization by introducing the control system of the assets and funds, the control system of water-energy regimes and complex automation of all technological processes.



1.2. Purpose model of HydroOGC.

Nowadays the radical changes are taking place in the electric energy field of Russia. The system of the field state regulation is changing, the compatible energy market is being formed and new companies appear.

The main aim of the field is to increase the enterprise’s efficiency, to create the conveniences for its development on the investment stimulation basis, to ensure the reliable and continuous electric supply of the consumers. The aims and tasks of the reform are determinate by the resolution of the Russian Federation Government (11.07.2001 № 526) "on the reformation of the electric energy in Russian Federation"

The field structure is changing during the reform process. The natural monopolian functions (electric energy supply, operative control) and the potentially competitive functions ( production and sale of the electric energy, repair and service) are subdivided instead of the former vertically integrated companies carrying out all these functions new structures are created specializing in the separate activity fields. The generating, sale and repair companies will become private and complete. As for the natural monopolies, the state control is enhancing.
Thus, the conditions for the electric energy competitive market development are created; the prices are not regulated by the government but formed on the demand and supply basis, the participants complete reducing their production costs.
In terms of the further changes of the normative - law base, the aims and tasks were determinate in the "Conception of RAO EES of Russia ltd strategy" for 2005-2008. "5+5"

	Infrastructure
	Administrator of trade system
	ELECTRIC POWER MARKET

((
	Nuclear power station
	Competition sphere

	
	Federal network company – holding (MMSC “Centre” and MSC)
	
	Hydroelectric power station
	

	
	Holding of interregional network companies
	
	Thermoelectric power station
	

	
	System operator
	
	TGC
	

	
	
	
	Sale companies
	

	
	
	
	Repair and service companies
	

	Control level – share of Russian Federation
	
	Far-Eastern Energetic company
	

	Less than 50%
	More than 50%
	More than 75%
	
	Isolated JSC-energo
	


The Electric energy field purpose structure.

According to the resolution of the Russian Federetion Government from 11.07.2001 № 526, the wholesale hydrogenerating company - Joint-Stock Company "Federal hydrogenerating company" ("HydroOGK" JSC) was formed on the basis of the hydro-energy assets as a daughter-company of RAO "EES of Russia" ltd. The state registration took place on December 26, 2004.
The list of the hydroenergy assets liable to the introduction into "HydroOGC" JSC is determined by the Government resolution № 1254-r, 01.09.2003 "On the generating companies formation for the electric energy wholesale market.
"HydroOGC" carries out its activity to realize the state policy in the electric energy field, to set up conditions for the effective operation of the electric energy whole sale market, to conduct an effective exploitation and control the hydro-energetic objects, to realize the united strategy in the investment field and to collect capital for field development, to develop the scientific-technical policy and to introduce new modern equipment and technologies including the renewable energy sources.

Since 2006 “North Ossetian HGC” is in holding JSC "HydroOGC" (56,023% of “North Ossetian HGC” belong to JSC “Zaramagskie HEPSs” , the daughter company of JSC "HydroOGC" (89,87%).
It is planed in future that “North Ossetian HGC” will take part in formation of Operating Company JSC "HydroOGC", which is provided for by Purpose model of JSC "HydroOGC" forming (approved by the resolution of the Board of Directors JSC RJSC “EES of Russia” 30.09.2005).

The main advantages of the Operating Company

- The authority concentration for making all the necessary strategic decisions;

- The investment resources consolidation and the possibility of their redistribution;

- The effective control of the financial flux, a high financial mobility, and the resources cost reduction;

- The possibility of the scales effects and synergetic effects use for the control system formation;

- The effective function and business-processes distribution in the Company and its agencies;

- The Company mission and aims realization.

The operating company "HydroOGC" will be formed in 2007-2008 by joining of all DDE "HydroOGC" JSC and also the joint-stock companies created after the reorganization of RJSC "EES of Russia" ("HydroOGC holding" JSC, 'Gosholding-HydroOGC" JSC).

After "North Ossetian HGC" JSC joins the "HydroOGC" JSC, all the stockholders will have a right to exchange their stocks to the "HydroOGC" JSC stocks accounting the exchange coefficient which will be started by the independent estimation confirmed by the bank of Investments.
A share of the Russian Federation in the nominal capital of "HydroOGC" JSC equal to not less than 50%+1 share will be ensured by depositing the shares of "Gosholding-HydroOGC" JSC formed after the reorganization of RJSC "EES of Russia".

The rated power of "HydroOGC" JSC -operating company (without daughter and dependent companies) will make up 21 411,5 MWT.

1.3 Risks management

The main risk factors affecting the "North Ossetian HGC" JSC activity (and measures on their reduction).

Political

The political risk is connected with the State tariff regulation. The Company tries to regulate the political risks by negotiations and to minimize them.

Regional

The situation negative changes in the region of the Company Activity and in the Russian Federation which could negatively affect the predicated. But in case the situation changes in the region or in the Country, the Company won't be able to control most of them because of their global character. But the company will take measures on the crisis-proof management.

The risks of the high disaster danger in terms of the geographical peculiarities of the region and the country also can affect the Company activity. First, it can be connected with the possible riverbed changes, the weather anomalies also there exists an essential risk of the terror acts threat, a risk of the property damage, misappropriations and disasters. To reduce and prevent these risks, the Company constantly takes measures on the corporate security insurance.

A special security is formed, the long-term insurance properly agreements are concluded, the regular inspections of the anti-terror protection of the personnel and production are performed, anti-fire, damage and disaster protection is organized.

Market

The market risks are caused by inflation leading to the Company expenditure growth and profit reduction. While drawing up a business-plan, the Company always predicts and considers the inflation rate to minimize the said risk.

Credit

The credit risk for the Company results from the refusal or incapability of ''Sevkavkazenergo' JSC of full or partial fulfillment of their treaty liabilities on the electric energy supply. This risk is minimum for the Company as all the account terms are determined in the treaty.

Law

The Law risks result from the legislation changes and incorrect juridical documents presentation. The book-keeping service of the Company constantly keeps to the tax base calculation methodology improvement and its correspondence to the actual legislation.

The Corporate Risks Management.

The main risks of the corporate management are the following:

- a risk of a stockholder's right violation to participate in the Company management;

- a risk of a stockholder's membership share splitting in the Company nominal capital;

- a risk of the profit shortage (as a result, the unpaid dividends and the stock cost rate reduction)

In case of the improper corporate management being the reason of the above-mentioned risks for the stockholders, the Company Suffers business underestimation, the cost increase of the debt finance use etc.

To minimize the said risks, the Company tries to improve the corporate management:

Guarantying the right and lawful interests of the stockholders and investors, increasing the transparency and information access of the Company, the control level modification and business control qualify estimation.

While forming its own corporate policy, the Company follows the principles of the "Corporate behaviour Code"(FCCB Russia. 4 April, 2002 №421/p “About recommendation of using Corporate behaviour Code”)
Ecological and Social Risks

The ecological risks result from the possibility of the dam mark level overstepping leading to the shore zone flooding. The company informs changes basing on the weather-forecast and takes prevention measures. The company performs charity activity to reduce the social risks.

Reformation risks

The risk is connected with RAO"EES of Russia" Ltd reformation.

The risk is connected with the transition go the "aim model" (consolidation) of "HydroOGC" JSC.

Production Risks.

The reproduction risks can be the result of the long and rather rigid exploitation regime of the equipment which can lead to the exploitation and economic indexes aggravation, damage threats and heavy ecological and social consequences. The Company annually performs the repair works to minimize the production risks and also the Company takes part in the program of the obligatory industrial insurance.

Unit 2. Corporate Management

One of the main factors for the Company activity efficiency increase and the investment attractiveness, mutual understanding achievement among the persons concerned in the Company work in the constant improvement of the corporate management level.

The Company Corporate Management is aimed not only at the Company positive image formation for the Stockholders , counteragents and personnel but also at the risk reduction, stable financial indexes growth and its successful operation.

The Company respects the rights and lawful interests of all owners and stockholders and keeps to the corporate behavior principles.

2.1. Corporate Behaviour Principles

The key principles are the following:

Justice

The Company corporate management system must protect the rights and lawful interests of the stockholders, provide the equal attitude to all the stockholders including the minority ones. The Company tends to provide the stockholders with access to the effective protection means in case of their rights violation.

Responsibility

The Company recognizes the rights and interests of the stockholders, potential investors, counter agents, consumers, state bodies and promotes for their active cooperation in creating the well-being, working places and financial stability achievement. The Company takes care of ecological and social aspects.

Transparency

The Company corporate management system provides the full and real information of the Company activity including the negative moments fully presenting the Company activity results.

Accountability

The Corporate management is responsible for the strategic management, the effective control and accountability of the Board of Directors.
2.2. Corporate Management Level Rise

The Company is responsible to the stockholders, personnel, consumers, suppliers, the citizens and society by its activity scales. The investment attractiveness evaluation includes the aspects of the control efficiency, the Company transparency, the stockholders' rights protection. Only the proper corporate management level can ensure the investment attractiveness of the Company and hence, the Company stock cost growth can be achieved.

Taking into consideration the importance of the high corporate management level, in 2006 the Company prepared and confirmed the following inside documents at the Extraordinary General Meeting of the stockholders (protocol №1, 24.10.2006)

· -Regulations on preparation order and holding of the General Meeting of the Company stockholders.

· -Regulations on calling order and holding of the Company Revision Commission.

· -Regulations on the money rewards and compensations payment to the members of the Board of Directors.

· Regulations on the money rewards and compensations payment to the members of the Company Inspection Commission.

2.3. Management and Control Bodies Operation.
The Company management Bodies are the following

· General meeting of the Company Stockholders

· The Company Board of Director

· The Individual Executive Body

· The collective Execute Body isn't considered by the Company Rules.

· Revision Commission controls the financial-economic activity of Company.

General Meeting of the Stockholders
The General Stockholders meeting is the high management body of the Company making decisions on the most important activity items. Taking part in the general meeting, the stockholders realize their right to participate in the Company's management, to elect the Board of Directors, Inspection Commission members, to confirm an appointment of the Company auditor.

The information on General Meetings in 2006.
	Date and Form
	Items

	Made decisions

	24.10.2006

Joint

Presence
	1) On Configuration of the regulations on preparation order and General Stockholders meeting
	1)To confirm the Regulations on preparation order and General Stockholders meeting

	
	2) On confirmation of the Regulations on the calling order and the company Board of Directors meeting holding
	2) To confirm the Regulations on the calling order and the company Board of Directors meeting holding

	
	3) On confirmation of the Regulations on the Company Revision Commission
	3) To confirm the Regulations on the Company Revision Commission

	
	4) On the money reward and compensation payment to the members of the Company Board of Directors
	4) To confirm the money reward and compensation payment to the members of the Company Board of Directors
- To state, that the Regulations on the money reward and compensation payment to the members of Board Directors of “North Ossetian HGC” JSC comes into force from the date of the State registration of the “North Ossetian HGC” JSC

	
	5) On money reward and compensation payment to the Revision Commission members
	5) To confirm money reward and compensation payment to the Revision Commission members

	
	6) On the company auditor Appointment
	7) To confirm the “Audit firm ”AUDITINFORM” Ltd Moscow № E 003506 as an auditor

	
	7) On election of the Inspection Commission members
	7) To elect the Inspection Commission:

Valyagin Vladimir

Gataulin Denis

Kovkov Alex

Lukashov Artem

Cherdjiev Vladimir

	
	8) On the Company Rules in a new reduction
	8) To confirm the Company Rules in a new reduction


Board of Directors

The Board of Directors is a collective management body determining the Company development strategy and controlling the executive bodies’ activity. It occupies a central place in the corporate management system. The board of Directors work is determined meeting holding for the Board of Director of Joint-Stock Company “North Ossetian HGC”, approved by the Company General Meeting, protocol №1, 24.10.2006.

28.04.2006 

The board of directors appointed a registrar and signed an agreement with the Joint-Stock Company “Central Moscow Depository”.

30.06.2006 

The Board of Directors confirmed the Regulations on the Company insurance companies to 2007

In 2006 the Board of Directors approved the Company participation in the non-commercial partnership Innovations in power engineering;

Regulations on the cash flux movement, the company control efficiency indexes.

21.08.2006 The Board of Directors approved the treaty between the Company and noncommercial organization “Fund Tsardy masyg” (Life Tower) aimed at the charity measures for the difficult children and the dwelling purchase for the families with many children and orphans in Beslan.

02.10.2006 The Board of Directors made a decision to create an automated information processing system for the electric energy commercial account, the systems of telemechanics and communication. In 2006 the Board of Directors approved a treaty between the Company and the joint-stock company “Insurance broker ”Energozaschita”, the Company and “SMP-7” the cost of which is more than 5% of the assets balance cost.

In 2006 there were no claims to the members of the Board of Directors.

The Board of Directors Membership:

was elected by the Board of Directors of “Sevkavkazenergo” – the only stockholder of the joint-stock company “North-Ossetian HGC” (protocol №5 23.09.06).

	Albegov Boris Kharitonovich – Chairman of the Board of Directors

	Date of birth
	1962

	Education
	Higher, PhD

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2000 – 2002 Head of the Committee on Industry, Building, transport, communications and entrepreneurship of the North Ossetia - Alania Parliament, Vladikavkaz.
2002 – Deputy General Director of “Caucasian energy managing company”.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have

	The first election as a member of Board of Directors
	23.09.05

	Information on the deals on purchase or alienation of the Company stocks
	The mentioned transactions weren’t conducted


	Yaroshevich Vladislav Anatoljevich (independent director)

	Date of birth
	1972

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2000 – 2001 Head of financial and economic department of “Privity department” of Administration of the city Pyatigorsk;

2001-2003 Councilor on the work of the Board of directors representative office of the JSC RJSC “EES of Russia” “Yuzhenergo” Pyatigorsk;
2003 – till present time Councilor of the “Institute of professional directors” Foundation, Moscow.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have

	The first election as a member of Board of Directors
	23.09.05

	Information on the deals on purchase or alienation of the Company stocks
	The mentioned transactions weren’t conducted


	Zholnerchik Svetlana Semenovna

	Date of birth
	1964

	Education
	Higher, PhD

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	1991 – 2002 Saint-Petersburg State Academy of Engineering and Economics (assistant professor);

2002 – till present time JSC RJSC “EES of Russia”, (Head of Information and communication directorate).

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have

	The first election as a member of Board of Directors
	23.09.05

	Information on the deals on purchase or alienation of the Company stocks
	The mentioned transactions weren’t conducted


	Dunin Oleg Valentinovich

	Date of birth
	1965

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2000 – 2001 JSC “Samarenergo”, head of strategic planning department;

2001-2003 JSC “Srednevolzhskaya interregional managing power company; head of special projects department”;

2004 – till present time JSC RJSC “EES of Russia”, Head of projects implementation secure department.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have

	The first election as a member of Board of Directors
	23.09.05

	Information on the deals on purchase or alienation of the Company stocks
	The mentioned transactions weren’t conducted


	Dikov Eugene Alexandrovich

	Date of birth
	1971

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2000 – 2005 JSC RJSC “EES of Russia”, Chief specialist, head of funds management department, Head of Projects directorate of business-item Hydrogeneration“ reforming;

2005 JSC “HydroOGK”, Head of reforming directorate;

2005-2006 “MC HydroOGK”, Head of reforming directorate;
2007 – till present time JSC “HydroOGK”, Head of reforming directorate.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have

	The first election as a member of Board of Directors
	23.09.05

	Information on the deals on purchase or alienation of the Company stocks
	The mentioned transactions weren’t conducted


Paying awards and compensations to the members of the Board of directors is carried out in accordance with Regulations of paying awards and compensations to the members of the Board of directors of the JSC “North-Ossetian HGC” approved by special General Stockholders meeting, protocol of the 24th of October 2006 №1.
In accordance with mentioned Regulations of paying awards and compensations to the members of the Board of directors for taking part in the session of the Board of Directors (regardless of the its form) at the amount of five times over the sum of minimal monthly base wage rate of the 1st grade worker, determined by the branch wage rate agreement, within seven days after the holding of the Board of Directors session.
Total sum of awards paid to the Board of Directors of the Company in 2006 made: 879 127 (eight hundred seventy nine thousand and one hundred twenty seven rubles).
Personal Executive Body

On “07” of October 2005 the Board of Directors of the JSC “Sevkavkazenergo” (protocol №06) elected Totrov Vitaly Borisovich the General Director of the JSC “North-Ossetian HGC”.
	Totrov Vitaly Borisovich (General Director)

	Date of birth
	1966

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2001 – 2005 General Director of “Rosslava” Ltd;

2005-2006 Director of Tersk cascade of HEPS

2006 – till present time General Director of the JSC “North-Ossetian HGC”.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have

	Information on the deals on purchase or alienation of the Company stocks
	The mentioned transactions weren’t conducted


General Director’s rights and duties in management of the Company day-to-day operation is determined by the Russian legislature, the Charter, and the labour contract he makes with the Company.

The labour contract in the name of the Company is signed by the Chairman of Board of Directors or by the person, authorized by the Board of Directors.

Terms and conditions of the labour contract including term of office are determined by the Board of Directors or by the person, authorized by the Board of Directors to sign the labour contract.

Payment of award to the General Director is made in compliance with the labour contract from 19.05.2006 N1 between the Company and Mr. Totrov V.B., additional agreement to it,  and “The Regulations of the General Director of JSC ”North Ossetian HGC” financial stimulation”, approved by the Company board decision from 13.10.2006 (protocol N11).

The amount of official salary is fixed in the labour contract with the General Director.

In compliance with “The Regulations of the General Director of JSC ”North Ossetian HGC” financial stimulation”, the General Director can get awards for the results of effectiveness key indices fulfillment, for the performance of especially important tasks(jobs).He can also get limp-sum payment in case of being rewarded with the government award and in case of performance of tasks by reform.

Total sum of awards paid to General Director in 2006 made: 6665 585 (six hundred sixty five thousand and five hundred eighty five) rubles.

The expenses of the General Director in 2006 were not compensated.

Inspection Commission

To provide control of financial and economic activity of the Company the General Stockholders meeting elects Inspection Commission of the Company for the year till the next annual General Stockholders meeting.
Activity order of an Inspection Commission of the Company is determined by Regulations about Inspection commission of the JSC “North-Ossetian HGC”, approved by special General Stockholders meeting, protocol of the 24th of October 2006 №1.

	Lukashov Artem Vladislavovich (Chairman)

	Date of birth
	1981

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2000 – 2003 Non-commercial “Business Centre “Economics XXI”, secretary;

2003-2003 SJSC “Russian Insurance centre”, assistant of the first deputy of the Governing board chairman;

2003-2004 Ministry of privity, leading specialist
2004-2005 JSC RJSC “EES of Russia”, specialist

2005-07.2005 JSC “MC HydroOGK”, chief specialist;

07.2005-10.2005 JSC “MC VoHEPS”, chief specialist;

10.2005 – till present time JSC “MC VoHEPS”, leading specialist.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have


	Valyagin Vladimir Viktorovich

	Date of birth
	1981

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2001 – 2003 “Gezelst”ltd, Moscow region, legal counsel;

03.2003-12.2003 Russian Banks Association, Moscow, leading specialist;

2003-2006 JSC “Sibur”, Moscow, chief specialist

11.2004-11.2005 JSC “Lokosovsk gas-processing plant”, c. Langepas, General director (combined job);

2006 – till present time JSC “MC HydroOGK”, Moscow, leading specialist of Funds management and control department.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have


	Gataulin Denis Vladislavovich

	Date of birth
	1978

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2001 – 2002 JSC RJSC “EES of Russia”, leading specialist of the Corporate policy department;

2002-2004 JSC RJSC “EES of Russia”, chief specialist of the Corporate policy department;

2004-2004 Deputy chief of the Corporate policy department of Business-item “Hydrogeneration”
2004-2005 Deputy chief of the Corporate management department of JSC “MC HydroOGK”;

2005-2006 Head of Corporate audit and financial control office of the Property and business processes department of JSC “MC HydroOGK”;
2005 – till present time Head of Corporate audit and financial control office of the Funds management and control department of JSC “MC HydroOGK”.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have


	Kovkov Alex Yurjevich

	Date of birth
	1981

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	01.06.2006 – 09.01.2007 Corporate management department of JSC “MC HydroOGK” , specialist;

10.01.2007-22.02.2007 Corporate management department of JSC “MC HydroOGK” , expert;

26.02.2007- Legal counsel of the 1st category of Legal department JSC “MC HydroOGK”.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have


	Cherdzhiev Vladimir Taimurazovich

	Date of birth
	1972

	Education
	Higher

	Citizenship
	Russian Federation

	The posts in the emitter and other organizations for the last 5 years in the chronological order
	2000 – 2005 Electric technical lab of JSC “Sevkavkazenergo”, engineer;

2005 – till present time Head of maintenance center of JSC “North-Ossetian HGC”.

	A share in the nominal capital in the Company
	Doesn’t have

	A share of the ordinary stocks in the Company
	Doesn’t have


Paying awards to the members of Inspection Commission is carried out in accordance with Regulations of paying awards and compensations to the members of Inspection Commission of the JSC “North-Ossetian HGC” approved by special General Stockholders meeting, protocol of the 24th of October 2006 №1.
According to the said Regulations, a member of the Revision Commission is paid a lump sum of emolument equal to 5 minimum month wage category of the 1st category worker accounting the indexation stated by the field tariff agreement for the participation in the revision. The emolument payment is carried out during a week after the conclusions on the Revision.
The total emoluments sum paid to the Inspection Commission members by the Company in 2006 made up 158 598 rubles and the 28 000 rubles expenditure were compensated.

2.4. Nominal Capital
By 31.12.2006 the nominal capital of the Company comes to 181 960 000 rubles.

Table №1. The nominal capital structure by the stocks categories
	Stock type category
	Ordinary registered

	Total amount of the allotted stocks 
	181 960 000 items

	1 stock nominal cost
	1 (One) rub.

	Total nominal cost
	181 960 000 rub.


	Stock type category
	Preference registered

	Total amount of the allotted stocks
	            -                      

	1 stock nominal cost
	            -                      

	Total nominal cost
	            -                      


Table №2. The information on the securities issued by the Company
	
	Выпуск 1

	Securities category
	Ordinary 

	Form
	Non-documentary 

	Each security nominal cost
	1 (one) ruble 

	Number of stocks
	181 960 000 items

	Total issue volume at the nominal cost
	181 960 000 rub. 

	State register issue №
	1-01-34535-Е

	Date of the State Registration of the issue
	21.02.2006г. №13803

	The Body responsible for the State Issue Registration
	Regional branch of the Federal department on the Finance Markets in the Southern Federal Region. 

	Actual term of the stocks allocation
	02 November 2005

	Date of the Report on the securities issue registration
	21.02.2006

	The Body responsible for the State Registration of the Report on the securities issue
	Regional branch of the Federal department on the Finance Markets in the Southern Federal Region.


2.5. Stock capital structure

Table №3. Stock capital structure 
	Name of the securities’ owner
	A share in the nominal capital on:

	
	01.01.2006
	31.12.2006

	JSC «Sevkavkazenergo» 
	100%
	0

	JSC «Zaramag HEPS»
	0%
	56,023%

	RJSC “EEC of Russia” (presented by nominal holder)
	0%
	43,976%
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The stockholders possessing more than 5% of the equity and 5% of the ordinary registered Company stocks.
Table №4. 
	Name of the securities’ owner, possessing more than 5% of the equity
	01.01.2006
	31.12.2006

	
	A share in equity
	A share of ordinary stocks 
	A share in equity
	A share of ordinary stocks

	JSC «Sevkavkazenergo»
	181 960 000 items,

 100%
	181 960 000 items,

100%
	0
	0

	JSC «Zaramag HEPS»
	0
	0
	101 940 000 items,

56,023%
	101 940 000 items,

56,023%

	RJSC “EEC of Russia” (presented by nominal holder)
	0
	0
	80 020 000 items,

43,976%
	80 020 000 items, 

43,976%


Total number of registered persons registered in stockholders’ register of JSC “North-Ossetian HGC” on 31.12.2006 – 2, out of them - 1 nominal holder.
Unit 3. Production and sale
3.1. Basic production indices

Types of production activity of the Company:

· exploitation and current maintenance of hydraulic unit and auxiliary equipment;
· exploitation and current maintenance of electrotechnical equipment;

· exploitation and current maintenance of hydroengineering constructions;

· output, distribution and transformation of electric energy;

· planning and conduction of production and repair activity;

· short-term and long-term planning of production program;

· data supply and production activity reports presentation;
· organization and equipment, building and construction maintenance;

· production and water conditions planning;

· operating functions for own hydroelectric stations.

The main works done on major hydrogenerating equipment repair, subsidiary equipment, buildings and constructions for 9 month of 2006.

· Ezminskaya HEPS:

Standard major overhaul of hydraulic unit №1 (contract type). Parts and knots complete renovation of hydraulic unit №1, subsidiary equipment was done;
Standard major overhaul of hydraulic unit №2. Parts and knots complete renovation of hydraulic unit №2, subsidiary equipment (contract type);

Standard major overhaul of hydraulic unit №3. Parts and knots complete renovation of hydraulic unit №3, subsidiary equipment (contract type);

Slops renovation with puncture fillings, the slops reinforced concrete coverings innovation and the parapets overhaul (contract type);

The thresholds, flood beds segments shields and segment shields tightening with surface renovation according to the project (contact type);

The right wall channel wash out of settling basin pumps renovation with puncture filling, the reinforced concrete slops coverings renovation (contract type);
· Gizeldon HEPS:

Standard major overhaul of hydraulic unit №3 with taking out generator rotor, the winding stator isolation and bearings overhaul (contract type);

The main knot bottom and working overhaul with water drain off and outlined channel construction;
The main knot bottom shield drive overhaul, and screw rising mechanism elements replacement.

· Dzaudzhikau HEPS:

Standard major overhaul of hydraulic unit №2 (made in USA in 1946) with taking rotor out, with abrasion wear surfacing and main parts of radial axis water turbine (contract type);

The threshold renovation, the left segment shield flood bed and left segment shield tightening (contract type);
The main technical and economical figures:
· electrical energy output in 2006 is 333,0 mil kVh, 327 under the plan, which is 101,8%;

· electrical energy useful temper in 2006, is 328,1 mln kVh, 322,71 mln kVh, which is 101,6%;

· electrical energy losses in 2006 – 4,0 mln kVh;
· electrical energy use in own needs in 2006 – 0,8 mln kVh

· mean working capacity in 2006 – 43,1 MV;

· specific water use for output is kilowatt-hour:

Ezminskaya HEPS – 2,8 m3
Gizeldon HEPS – 1,5 m3
Dzaudzhikau HEPS – 16,5 m3
Bekan HEPS – 80 m3
Kora-Urdon HEPS – 26,7 m3
· water basin useful volume for the end of 2006 – 0 m3;
· production volume is 91 260,0 thous. rub. Under the plan 89 524,0 thous. rub which is 101,9%
· overhaul program volume 34 070,0 thous. rub under the plan 33 438,0, which is 101,9%;

Output structure and volume and electrical power temper
Table №6. The main figures of electrical power output and temper
	№ 
	Indicator
	Factor
unit
	2004
	2005
	2006

	1
	Output
	kVh
	-
	-
	292132

	2
	Own needs output
	kVh
	-
	-
	644

	3
	Output from buses
	kVh
	-
	-
	291488

	4
	On-station electrical power losses
	kVh
	-
	-
	1914

	5
	Useful output
	kVh
	-
	-
	289574


Generating capacities of HEPS
Table №7
	№
	№ hydraulic unit
	Fixed capacity, MV
	The year of putting into operation
	The year of turbine input

	1
	Hydrogenerator EzminHEPS №1 
	15,00
	1954
	1954

	2
	Hydrogenerator EzminHEPS №2 
	15,00
	1954
	1954


	3
	Hydrogenerator EzminHEPS №3 
	15,00
	1954
	1954

	4
	Hydrogenerator DzauHEPS №1
	3,2
	26.09.49
	26.09.49

	5
	Hydrogenerator DzauHEPS №2 
	3,0
	01.08.48
	01.08.48

	6
	Hydrogenerator DzauHEPS №3
	3,0
	01.08.48
	01.08.48

	7
	Hydrogenerator GizeldonHEPS №1
	7,6
	29.04.34
	29.04.34

	8
	 Hydrogenerator GizeldonHEPS №2
	7,6
	29.04.34
	29.04.34

	9
	 Hydrogenerator GizeldonHEPS №3
	7,6
	29.04.34
	29.04.34

	10
	Hydraulic unit Bekan HEPS №1
	0,252
	25.12.45
	25.12.45

	11
	Hydraulic unit Bekan HEPS №2
	0,252
	12.12.51
	12.12.51

	12
	Hydraulic unit Kora-Urdon HEPS №1
	0,315
	18.09.00
	18.09.00

	13
	Hydraulic unit Kora-Urdon HEPS №2
	0,315
	23.10.01
	23.10.01


HEPS fixed capacity for 01.01.2007 is 78,2 MV
3.2. Energy marketing

The first quarter of the 2006, “North Ossetian hydrogenerating company” generating capacities were granted on lease the company that is why the output data of electrical energy is absent. Beginning with April “North Ossetian Hydrogenerating Company” supplied and sold all generating electrical energy for the company “Sevkavkazenergo” according to the agreement. Dynamics of production output and selling electric power is given in table №8.
The dynamics of production output

Table №9. The output dynamics in 2006 
	Month
	Output plan (contract volume), kVh
	Output fact, kVh

	January 
	-
	-

	February 
	-
	-

	March 
	-
	-

	April
	19 980
	20 232

	May
	36 780
	41 976

	June
	44 350
	44 630

	July
	50 350
	52 210

	August
	49 450
	50 455

	September
	30 050
	30 817

	October
	20 250
	19 372

	November
	13 250
	16 981

	December
	11 000
	13 901

	Total
	275 460
	290 574


Table №9 shows electric power output and sale of “North Ossetian hydrogenerating company” for 9 month of 2006, which is 5,4% overfulfilment of the plan.
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Table №10. Tariffs changes dynamics 

	The date of tariffs adoption
	For electric power
	For capacity

	March 9 2006. Law № 3

(began to work on the 1st of April 2006)
	315 rub/MVh.
	-
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