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1. Introduction
The purposes of this Corporate Management Code (hereinafter the “Code”) shall be improvement and systematization of corporate management of The Second Generation Company of Electric Power Wholesale Market, Open Joint Stock Company (hereinafter referred to as the “Company”), ensuring better transparency of Company management and confirmation of the permanent readiness of the Company to follow the standards of due corporate management. Particularly:
· management of the Company shall be effected with due level of responsibility and accountability and in such a way so that to maximize the shareholder value;
· the board of directors and the executive bodies shall work efficiently on behalf of the Company and its shareholders (including minor) and to create conditions for stable growth of shareholder value;

· due disclosure of the information, transparency and efficient work of risk management and internal control systems shall be ensured.

Assuming, periodically improving and strictly following the provisions of this Code, the Articles of Association of the Company and other internal documents, the Company confirms its readiness to foster development and perfection of due corporate management practice.
For the purposes of further enhancing confidence on the part of shareholders, employees, investors and the public the Company did not limit to the norms of the Russian laws in the course of developing this Code and included in the Code additional provisions based on generally recognized Russian and international
 corporate management standards.
The Company assumes the obligations provided for by this Code and ensure norms and principles established herein.
2. Information on the Company

The Second Generation Company of Electric Power Wholesale Market, Open Joint Stock Company (OGK-2 OAO) was organized on March 9, 2006.
The Company is an energy producer which shareholders are both Russian and foreign legal entities and individuals.

The role of the Company in the economy of the Russian Federation has and exceptional meaning. The activity of the Company ensures the activity of the public and development of all economic industries of the Russian Federation.

The activity of the Company is connected with responsibility to both shareholders and the state, the employees of the Company, the responsibility to suppliers, consumers and the society as a whole.

Understanding this responsibility and admitting the importance of high corporate management level for successful conducting of business of the Company and reaching understanding between all the persons interested in the Company’s activity, the Company assumes the obligation to follow in its activity the principles set forth herein and exert every reasonable effort to follow them in its day-to-day activity.
3. Principles and Structure of Corporate Management in the Company

3.1. Definition and Principles
The corporate management in the Company is understood as a complex of processes ensuring management and control over its activity and including the relations between the shareholders, the Board of Directors and the executive bodies of the Company in the interests of the shareholders. The Company considers the corporate management to be the means of increasing efficiency of the Company’s activity, improving its reputation and reducing the cost of capital raising.
This Code in accordance with which the corporate management in the Company is effected, is based on the Russian laws, the Corporate Code of Conduct recommended by the FCSM by the Regulation dated April 4, 2002 No. 421/р (hereinafter the “FCSM Code”) and the corporate management principles recognized in international practice such as Corporate management principles of OECD (Organization for Economic Co-operation and Development).
The corporate management in the Company is based on the following principles:
- Accountability. The Code provides for accountability of the Board of Directors of the Company to the shareholders in accordance with the current laws and serves as a guideline for the Board of Directors when developing the strategy and effecting management and control over the activity of the Company’s executive bodies.

- Equity. The Company shall protect the rights of the shareholder and ensure equal attitude to all shareholders. The Board of Directors shall provide all the shareholders with the right to obtain efficient protection should their rights be violated.

- Transparency. The Company shall ensure timely disclosure of truthful information on all material facts related to its activity, including on its financial standing, social and ecologic indicators, results of activity, property and management structure of the Company and the free access of all interested persons to such information.
- Liability. The Company shall recognize the rights of all interested persons provided for by the current laws and seek cooperation with such persons for the purposes of its development and ensuring financial stability.

3.2. Internal Documents
This Code represents a body of principles. Specific structures, procedures and corporate management practice are governed by the Articles of Association and the internal documents of the Company, including:

- the Regulation on the on the procedure of convening and holding the General Meeting of Shareholders;
- the Regulation on the procedure of convening and holding the meetings of the Board of Directors;

- the Regulation on the Management Board;

- the Regulation on the Internal Audit Commission;

The above internal documents of the Company have been developed in accordance with the laws and subject to principal provisions of the FCSM Code. All the above documents are available on the site of the Company in the Internet at http://www.ogk2.ru.
3.3. General Structure of Corporate Management
The system of the management bodies of the Company includes:

- the General Meeting of Shareholders – the supreme management body of the Company through which the shareholders exercise their right to participate in the Company’s management.

- the Board of Directors – the management body responsible for development of the Company’s strategy, general management of its activity and control over the activity of executive bodies. The Board of Directors of the Company may also create committees under the Board of Directors.
- Committees under the Board of Directors – the consultative and advisory bodies of the Board of Directors established for preliminary consideration of the most important issues related to the competence of the Board of Directors.
- the Management Board and the General Director – the managing bodies governing the current activity of the Company and implementing the strategy determined by the Board of Directors and the shareholders of the Company;
- Internal Audit Commission – the body controlling the financial and economic activity of the Company accountable directly to the General Meeting of Shareholders of the Company.

4. The Corporate Management Practice Implemented in the Company


The Company considers presence of a professional Board of Directors an important element of effective corporate management. The Board of Directors governs the results of the Company’s work effecting general strategic management and control over the work of the executive bodies on behalf of the Company and its shareholders. The executive bodies of the Company responsible for management of the current activity of the Company also play an important part in the management process. The efficient cooperation between these two bodies and sharp separation of their powers is one of the key factors in ensuring due policy of corporate management.
4.1. The Board of Directors 
4.1.1. Election, term and termination of powers of the members of the Board of Directors.
The members of the Board of Directors shall be elected for the term until the next annual meeting of shareholders. The Board of Directors of the Company shall be elected by cumulative voting.

The Company does not consider that the imposed limitations to the number of times the members of the Board of Directors may be reelected will comply with the interests of the Company or its shareholders. The members of the Board of Directors well acquainted with the Company’s activity play an important part in ensuring due management.

The powers of the Board of Directors shall be governed by the Articles of Association of the Company in accordance with the current laws and the recommendations of the FCSM Code.

The numerical structure of the Board of Directors is determined in the Company’s Articles of Association.

The General Meeting of Shareholders of the Company may terminate the powers only of the Board of Directors as a whole.

4.1.2. Independence. The law prohibits overlapping of positions of the sole executive body and the Chairman of the Board of Directors. The Company considers that the Board of Directors shall be headed by the director
 who is not at the same time a sole executive body and/or member of the collegiate executive body of the Company since this allows the Board of Directors to perform its functions more efficiently.
The structure of the Board of Directors shall ensure due performance of the obligations for effecting control and determining the strategy and principal trends of the Company’s development.

The structure of the Board of Directors shall include not more than 25% of executive directors being at the same time the employees of the Company.

In order to ensure objectiveness of the taken decisions and maintain the balance of interest of different groups of shareholders the Company shall aim at presence of at least 3 (three) independent directors in the structure of the Board of Directors. For the purposes of this Code the following persons shall be deemed by the Company to be independent directors complying the safety requirements:

- who are not and have not been within 3 years before the election the officials or employees of the Company;

- who are not the officials in another business company where any of the Company’s official is a member of the committee of the Board of Directors for staff and remunerations;
- who are not spouses, parents, children, brothers or sisters of the Company’s officials;

- who are not affiliated persons of the Company save the members of the Board of Directors of the Company;

- who are not parties to the obligations with the issuer in accordance with which conditions they can acquire property (receive money) which value is 10 or more per cent of the aggregate annual income of the above persons save receiving remuneration for participating in the activity of the Board of Directors of the Company;

- who are not representatives of the state and/or local municipal bodies that is the persons who shall vote pursuant to written directions (instructions, etc) of the authorized federal state authorities, state authorities of the constituent entities of the Russian Federation or local municipal authorities.
4.1.3. Structure of the Board of Directors and its committees. A committee of the Board of Directors for reliability is created in the Company, the committees of the Board of Directors for strategy; for staff and remunerations, for audit will also be created.

The activity of all committees is governed by the local normative documents of the Company containing the regulations on the structure, competence, procedure of the work of the committees and on the rights and obligations of the members.
The committees of the Board of Directors shall be established for preliminary consideration of the most important issues referred to the competence of the Board of Directors.

4.1.4. Work procedure. The Board of Directors shall hold meetings in accordance with the schedule worked out at the beginning of the term of its obligations. The Board of Directors holds meetings at least once a quarter. When necessary extraordinary meetings of the Board of Directors shall be held.
The procedure of the Board of Directors is governed by the Regulation on the Board of Directors. The Secretary of the Board of Directors shall ensure timely receipt by all directors of brief but comprehensive information simultaneously with the notice of holding the meeting of the Board of Directors but not later than 10 days before each meeting.

The Board of Directors shall keep minutes of its meetings. The minutes shall be signed by the Chairman of the Board and the Secretary of the Board of Directors.

4.1.5. Remuneration. The remuneration to the members of the Board of Directors corresponds to market conditions and is fixed in such a way so that to ensure involvement and participation of qualified specialists in the work of the Company and to motivate them to fair and efficient activity.
The Company shall publicly disclose the information on remunerations to the members of the Board of Directors.

The Company does not grant loans to members of the Board of Directors
.
4.1.6. Obligations of the members of the Board of Directors. The members of the Board of Directors shall act in good faith with due diligence on behalf of the Company and all its shareholders. Each director shall strive to take part in all meetings of the Board of Directors.
The members of the Board of Directors understand their liability before shareholders and consider their principle aim fair and competent performance of obligations of managing the Company ensuring support and growth of value of its shares and the possibility of the shareholders to exercise their right.

The members of the Board of Directors strive to conducting permanent dialogue with the shareholders.

The members of the Board of Directors shall ensure formation and implementations of the Company’s development strategy.

The Board of Directors shall create and maintain the necessary mechanisms of controlling the activity of the Management Board of the Company including the monitoring and evaluation of its results.

The Board of Directors shall create a system of understandable and transparent and procedures of appoint of appointment and replacement of the members of the Board of Directors of the Company and an effective system of compensation to its members.

The members of the Board of Directors shall not disclose and use for personal purposes the confidential information on the Company.

The members of the Board of Directors undertake to refrain from acts which may lead to a conflict between their interests and the interests of the Company. Should such conflict arise, a member of the Board of Directors shall inform the other members about it and to refrain from voting on the correspondent issues.
4.2. The Management Board and the General Director

The Company understands than for managing the current activity of the Company the sole executive body represented by the General Director is necessary. It also recognizes that in the process of management it is necessary to resolve complex issues and for their resolution a collective and not individual approach is necessary. In this connection the Company forms a Management Board. The General Director performs the functions of the Chairman of the Management Board.
4.2.1. Powers. The General Director and the Management Board shall manage the current activity of the Company for the purposes of fulfilling the objectives and implementation of the Company’s strategy.

4.2.2. Numerical structure. The General Director shall give recommendations as to the numerical structure of the Management Board which is determined by the Board of Directors of the Company.

4.2.3. Election, terms and termination of the powers of the General Director and the Management Board. The General Director shall be elected by the Board of Directors. The General Director, in his turn, shall propose candidatures of the members of the Management Board for approval of the Board of Directors.

The Board of Directors may terminate the powers of the General Director and the members of the Management Board at any time.

4.2.4. The structure of the Management Board. The structure of the Management Board which includes competent and experiences persons shall ensure efficient management of the current activity of the Company. Each members of the Management Board, including the General Director, shall have the experience, knowledge and qualification necessary for due performance of the obligations vested in them.

4.2.5. Procedure of the work of the Management Board. The Management Board shall hold regular meetings, the members of the Management Board shall receive information beforehand on the issues of the agenda of the meeting. The procedure of the work of the Management Board shall be governed by the Regulation on the Company’s Management Board.

4.2.6. Obligations of the executive bodies. The General Director and the members of the Management Board shall act in good faith with due diligence on behalf of the Company and all its shareholders.
The General Director and the members of the Management Board shall refrain from acts which may lead to a conflict between their interests and the interests of the Company. Should such conflict arise, the General Director and the members of the Management Board shall inform the Board of Directors about it and to refrain from discussing and voting on the correspondent issues.

The Company understands that experience, public relations knowledge and qualification of the members of the Management Board, including those acquired during their work in the Company provide possibilities for to carry on commercial activity (both private and collective – by holding stock, shares) not connected with the interests of the Company.
Alongside with that the members of the Board of Directors shall warrant that carrying on such activity:

- does not hinder in any way exercising the functions of the member of the Management Board;

- is not related with the use of physical and intellectual resources of the Company;

- will not cause pecuniary damage of to the Company;

- will not prejudice the Company’s goodwill;

- does not create competition to the Company;

In case of incompliance or appearing backgrounds for incompliance with at least one of the above conditions, a member of the Board of Directors shall stop performance of any activity related to such incompliance.
In order to prevent the possible adverse effects for the Company the members of the Management Board shall disclose to the Company the information on their performance of commercial activity not connected with the interests of the Company in accordance with the procedure established by the local normative documents of the Company.
5. Shareholders of the Company
5.1. Rights of shareholders and protection of the rights of shareholders
The shareholders of the Company have a collect of rights in relation to the Company, which observance and protection shall be ensured by the Board of Directors of the Company and the Management Board of the Company.

The register of shareholders shall be kept by an independent registrar. Selecting and appointment of an independent registrar having all the necessary technical means and unblemished reputation allows the Company to ensure reliable and effective registration of property rights to the shares and other securities of the Company.
The shareholders shall have the right to receive the information on the Company’s activity regularly and in a timely fashion to the extent and in the procedure complying with the requirements of the laws.

The Company for the purposes of due observance and protection of the above right shall guarantee fulfillment of the requirements fixed by the law on disclosure of information.

The Company shall quarterly disclose the financial statements in accordance with the requirements of the laws of the Russian Federation and in accordance with the International Financial Reporting Standards (IFRS).

Any information someway disclosed shall be necessarily placed on the Company’s site in the Internet.
The shareholders holding voting shares shall have the right to participate in the General Meeting of Shareholders with the right to vote on the issues of its competence.

The Company, for the purposes of due abidance and protection of the above right, shall organize holding the General Meeting of Shareholders in such a way so that the participation of the shareholders would not be connected with large material and time expenditures, ensuring equal attitude to all shareholders.
The Company shall provide the shareholders with the information on the issues of the agenda of the General Meeting of Shareholders to the extent and within the terms allowing the shareholders to take grounded decisions.

In the cases provided for by the Law and the Articles of Association of the Company the Board of Directors shall prepare for the shareholders objective grounded recommendations.

All information related to the General Meeting of Shareholders shall be necessarily placed on the Company’s site in the Internet.
The shareholders shall have the right to receive net profit of the Company in the form of dividends.

The Company for the purposes of observance and protection of the above right shall pay the declared dividends within the terms fixed by the General Meeting of Shareholders.

The rights of the shareholders shall be governed by the regulations of the Articles of Association and the internal documents of the Company.
5.2. General Meeting of Shareholders
The Company has adopted the Regulation on the General Meeting of Shareholders where the procedure of preparation, holding and taking decisions by the General Meeting of Shareholders are described.
5.2.1. Preparation for the meeting. Each shareholder may participate in the General Meeting of Shareholders, vote on the issues of its agenda, receive notice beforehand of such meeting and its agenda as well as truthful objective and timely information necessary for taking decisions on the issues of the agenda. The executive bodies of the Company are in responsible for ensuring such process.

The Company provides for fair and efficient procedure of making proposals to the agenda of the General Meeting, including the proposals as to nomination of the candidates to the members of the Board of Directors. The agenda of the General Meeting may not be modified after its approval by the Board of Directors.
5.2.2. Holding the meeting. The Company shall take all the necessary measures to ensure participation of the shareholders in the General Meeting and voting on the issues of the agenda.
The place of holding of the General Meeting shall be accessible for the shareholders. The procedure of registration is convenient for the members and shall ensure quick and unimpaired access to the place of holding the meeting.
The Company shall, as far as possible, ensure presence of the members of the Board of Directors, executive bodies, internal audit commission and the auditor of the Company at the General Meeting of Shareholders and authorize them to answer the questions of the shareholders. The shareholders may speak on the issues of the agenda, make relevant proposals and ask questions. The Chairman of the General Meeting shall ensure its efficient work.
The voting shall be performed with the help of the voting ballots.

The procedure of counting the votes at the General Meeting shall exclude the possibility to manipulate the results of voting. The functions of the counting commission shall be performed by the independent registrar of the Company.
5.2.3. Results of the meeting. The results of the voting and other necessary materials shall be provided to the shareholders on the day of holding the General Meeting or after holding as well as duly published on the Company’s site and in mass media.
5.3. Dividend Policy
An officially approved regulation on the policy in relation to payment of dividends is effective in the Company.

The Company’s policy in relation to dividends provides:

· creating a transparent and clear mechanism of determining the amount of dividends;

· providing a procedure of paying dividends most convenient for the shareholders;

· the measures excluding incomplete or untimely payment of the declared dividends.
6. Disclosure of information and transparency
6.1. Policy and Practice of Disclosing Information
The Company’s policy of disclosing information on the Company is mainly aimed at ensuring a maximum degree of trust of the shareholders, potential investors, counteragent and other interested persons to the Company by presenting to the above persons the information on itself, its activity and securities to the extent necessary for the above persons to take grounded and considered decisions in relation to the Company and its securities.
The Company, disclosing the information on itself, shall not be limited to the information which disclosure is provided for by the normative legal acts of the Russian Federation and shall additionally disclose other information which ensures high degree of transparency of the Company and contributes to attainment of the purposes of the Company’s information disclosing policy.

When disclosing the information the Company shall follow the principles:
-
Principle of completeness and truthfulness of the disclosed information, in accordance with which the Company shall provide to all interested persons the actual information without evading disclosure of the negative information about itself to the extent allowing to form a most comprehensive idea of the Company and on the results of the Company’s activity;
-
Principle of availability of information, in accordance with which the Company, when disclosing the information, shall use the channels for distributing the information about its activity ensuring free and easy access of shareholders, creditors, potential investors and other interested persons to the disclosed information;

-
Principle of information balance, which means that the information policy of the Company is based on the reasonable balance of transparency of the Company for all persons interested on one hand, and confidentiality on the other with the purpose of maximum implementation of the rights of shareholders to receive information about the Company’s activity provided the information designated as confidential or insider is protected;
-
Principle of regularity and timeliness of disclosing information, which determines that the Company shall present to the shareholders, creditors, potential investors and other interested persons the information about its activity within the terms conditioned by the normative legal acts of the Russian Federation and internal documents of the Company. 

The information disclosed by the Company shall be published on the Company’s site. The Company’s site has an English version.
The responsibility for disclosing information is vested in the executive bodies of the Company. The members of the Board of Directors shall disclose information about themselves, necessary for the Company to disclose information in accordance with the normative legal acts of the Russian Federation and the Regulation on the Company’s information policy.
6.2. Financial Statements
The Company shall keep financial statements in accordance with the Russian accounting and reporting standards.

 The Company shall prepare consolidated statements in accordance with IFRS and publish such statements on the Company’s site.

The financial statements shall be accompanied by detailed notes allowing the recipient of such statements to correctly construe the data on the financial results of the Company’s activity. The financial information shall be supplemented by comments and analytical evaluations of the Company’s management and the opinion of the Company’s auditor and the Internal Audit Commission.
6.3. Control over Financial and Economic Activity
The Company, understanding the need to reduce the possibility of events adversely effecting the Company’s objectives and leading to losses, including due to taking decisions based on incorrect assertions, human errors, deliberate avoidance of control and recognizing the high degree of need of the shareholders on protection of their capital investments and preservations of the assets of the Company, shall create a system for control of financial and economic activity.

The internal control of the financial and economic activity shall be based on reaching the following objectives:

- ensuring completeness and truthfulness of financial, accounting, statistical, managerial and other statements;

- ensuring abidance by the normative and legal acts of the Russian Federation, decisions of the management bodies of the Company and internal documents of the Company;

- ensuring safety of the Company’s assets;

- ensuring fulfillment of the objectives set by the Company in a most efficient way;

- ensuring effective and economic use of the Company’s resources;

- ensuring timely exposure and analysis of the financial and operational risks that may have material adverse (negative) effect on attainment of the Company’s objectives connected with financial and economic activity.
The system of control over financial and economic activity of the Company includes the procedures of control determined by the normative legal acts of the Russian Federation, the decisions of the General Meeting of Shareholders and the Board of Directors of the Company and the complex of the bodies (subdivisions, persons) of the Company effecting internal control – the Internal Audit Commission, the Board of Directors (directly and through the Audit committee
) as well as separate structural subdivision (complex of subdivisions) entitled to effect such control.

The functions, rights and obligations, liability of the subdivisions functioning in the Company are provided for by organizational and regulatory documents of the Company.

In order to ensure a system nature of control over the financial and economic activity of the Company the performance of the internal control procedures shall be effected by an authorized subdivision of the Company responsible for internal control in cooperation with other bodies and subdivisions of the Company.
Specific procedures, as well as the bodies and the persons responsible for performance of the internal control procedures shall be determined by the Regulation on the internal control procedures of the Company approved by the Board of Directors of the Company.
6.4. Property Structure
The Company shall ensure disclosure of information in the real owners of five and more per cent of the voting shares of the Company. The corporate relations in the group of companies shall be described in the information disclosed by the Company. The Company shall aim at ensuring transparency of structure of the shareholding capital of the Company.
7. Relations with the subsidiaries and affiliates
7.1. Principles and Structure of Cooperation with the Subsidiaries and Affiliated Companies.
The Company shall aim at balanced development based on effective corporate management mechanisms.
The Company maintains relations with subsidiaries and affiliated companies in accordance with the requirements of the laws of the Russian Federation the Articles of Association and the internal documents of the Company, the articles of association of subsidiaries and affiliates.

The principal purposes of the Company’s cooperation with subsidiaries and affiliates are:

- ensuring stable financial development, profitable functioning, increasing the investment attractiveness of the Company and the subsidiaries and affiliates;

- ensuring protection of rights and interests of the shareholders of the Company and the subsidiaries and affiliates protected by the laws.
- harmonization of the relations between the shareholders, officials and members of the labor collectives of the Company and the subsidiaries and affiliates, exclusion of conflicts with them and between the above groups;

- development and implementation of coordinated and efficient investment policy of the Company and the subsidiaries and affiliates.
The document fixing the basic principles and regulations of corporate management of the subsidiaries and affiliates of the Company is the Procedure for cooperation of the Company with the companies in which the Company holds a share (hereinafter the “Procedure”). In accordance with the above Procedure the Company’s cooperation with the subsidiaries and affiliates shall be effected with the relevant decisions taken by the management and control bodies of subsidiaries and affiliates (decisions of the general meetings of shareholders, boards of directors, internal audit commissions, management boards and sole executive bodies within the framework of their competence).
Besides the above Procedure the process of corporate management of subsidiaries and affiliates shall be governed by the following documents:

- Articles of Association of the Company;

- Code of corporate conduct of the Company;

- articles of association of the subsidiaries and affiliates of the Company;

- the standards and regulations
As far as the corporate management practice of the Company develops, the Company will seek development of the corporate management principles in relation to subsidiaries and affiliates.

8. Final provisions.

This Code shall enter into force from the moment of its approval by the Board of Directors of the Company.

( Данный пункт отсутствует в тексте (прим. пер.)


� Corporate management principles of OECD (Organization for Economic Co-operation and Development)


� hereinafter: the member of the Board of Directors of the Company


� Save the case where a member of the Board of Directors is at the same time the sole executive body or is included in the structure of the collegiate executive body.


� Specify if any


� Specify if any





