  The Issuer's Policies Concerning Risk Management 
  The issuer's policies concerning risk management is aimed at prompt identification and prevention of potential risks in order to minimize their adverse impact on the results of the issuer's financial and business operations. The issuer's risk management consists of the following stages:

· - identification of risk factors, 

· - assessment of risks; 

· - selection of risk management methods. 

 When risk factors are identified, information on their quantity, interrelation, and controllability as well as a probability of incurring losses related to the risk factors and steps capable of reducing potential losses or missing earnings is systemized. Assessment of risks is based on a comprehensive study of the issuer's financial and business operations as well as environment, a review of external and internal risk factors, generation and analysis of development chains under operation of some risk factors, as well as establishment of mechanisms and models of interrelation between performance figures and risk factors.

 Risks are assessed after their potential prerequisites and sources have been identified and classified under one of three categories - known risks, predictable and unpredictable ones. Selection of the assessment method depends on the category that the identified risk factors have been classified under. For instance, estimation of expected losses, assessment of maximal reduction (at a given confidence probability level) controlled performance figures, etc. are used as forecasts for known risks when appropriate information is available. When predictable risks are considered, primary attention is paid to identification of scenarios, which implementation can result in a reduction of target figures to a critical level. In some cases, when the issuer has no sufficient statistical data, an expert scenario generation method is applied. Under different business situations, the issuer uses different ways to achieve an optimal (acceptable) risk level.

 A variety of applicable management methods can be split into four types: - risk aversion method (rejection of unreliable partners, rejection of risky projects, insurance of business risks, search for sureties and guarantors); - risk localization methods (establishment of task forces to implement risky projects); - risk diversification methods (diversification of loans, diversification of investments); - risk compensation methods (strategic planning of business, monitoring of socioeconomic and regulatory framework, setting-up a system of reserves).

 Within the framework of risk management policy implementation, the Company, with support from its major shareholder, IDGC Holding, JSC, was incorporated during the reported period in a List of Core Entities established by the RF Government that permits to obtain governmental support as interest rate subsidies and governmental loan guarantees in order to minimize risks of financial position deterioration under the global financial crisis environment.

  Industry Risks
 Forecasted industry development dynamics are governed by general dynamics of socioeconomic development specific to the region and industries of the RF. The demand for the issuer's industry products from consumers is stable and subject to minor fluctuations. However, due to crisis events in the global and Russian economy and, as a consequence, stagnation of its real sector, there are risks of a significant reduction in energy consumption, mostly, in the industrial sector, that can result in reduced proceeds from sales of grid services and, respectively, financial results of the operations.

 The issuer derives its primary income from rendering of services for transmission of electric power to consumers in the area of 7 regions: Saratov, Samara, Ulyanovsk, Penza, and Orenburg Regions, as well as Republic of Mordovia and Chuvash Republic. Besides the issuer, other major grid entities operate in the area of regions, each of which is confined with geographical limits:

· - in the area of Samara Region: "Samara Municipal Electric Power Grids", JSC, "Samara Grid Company", JSC; 

· - in the area of Saratov Region: "Oblkommunenergo", JSC, "Saratov Enterprise of Municipal Electric Power Grids", JSC, "Gazpromenergo", LLC; RZD, JSC "Privolzhye Railway" Branch, "Energosbyt"; 

· - in the area of Ulyanovsk Region: Municipal Unitary Enterprise "Ulyanovsk Municipal Electric Power Grids"; 

· - in the area of Orenburg Region: South Ural Branch of "Gazpromenergo", JSC, State Unitary Enterprise "Orenburg Utility Electric Power Grids"; 

· - in the area of Penza Region: "Penzenskaya Gorelektroset", JSC, Municipal Enterprise "Gorelektroset" (Zarechny), Municipal Unitary Enterprise "Gorelektroset" (Kuznetsk); 

· - in the area of Republic of Mordovia: "WATT" Technical Firm", JSC, "Life Support Systems", LLC, "Elektroteploset", LLC; 

· - in the area of Chuvash Republic: "Utility Technology", LLC, "Kanash Municipal Electric Power Grids", JSC, Municipal Unitary Enterprise "Shumerlya Municipal Electric Power Grids". 

 The issuer has no risk related to a potential variation in prices of crude used for the production purposes, as the issuer does not use any crude for its core business. Price variation risks in respect of materials, equipment, and services used by the issuer for its business are compensated for through public tendering under the Regulation on the Procedure for Regulated Purchasing of Goods, Works, Services Required by IDGC of Volga, JSC. An entity undertaking business to render electric power transmission services is under effective law a natural monopoly where there is no competition. Business of such entity is subject to governmental regulation. Rates (prices) of the issuer's services are set by regulatory authorities for the relevant political subdivisions of the RF (Regional Energy Commissions for Samara, Saratov and Ulyanovsk, Penza and Orenburg Regions, Republic of Mordovia and Chuvash Republic) within their competence as defined in Federal Law No. 41-FZ dated 14.04.1995 "On Governmental Regulation of Electric and Thermal Power in the RF", whereunder the validity period of rates cannot be less than 12 months. Based on this fact, a risk of rate variations during a financial year is minimal.

 There is not risk related to foreign market price variations as the issuer does not render export services.

 Country and Region Risks 
 As of the reporting stage, the country is under quite high uncertainty about its economic development: on the one part, the President and the Government set a goal of shifting to a innovative growth model; on the other part, a risk of global economy stagnation has increased so far as a result of growing crude oil prices during 2008, a decline in the US economic growth rates, unstable development rates of rapidly growing economies, instability of international financial markets arising during 2008-2009, and general global instability. A further deceleration of the global economic growth cannot escape affecting the Russian economy and energy consumption; however, in view of the RF Government's standpoint towards comprehensive support to real sector of the RF economy, the Company expects to minimize risks of significant electric power consumption reduction in a middle run.

 In case of potential military conflicts, introduction of a national emergency, and strikes, the issuer holds risks of suspended financial and business operations and lack of some operating profits. Risks related to regional geographic specific features including an increased danger of natural calamities, potential transport traffic termination due to remoteness and/or low accessibility, do not affect significantly the issuer as the issuer's operating regions are less exposed to such risks.

 Thus, the issuer forecasts no significant impact of country and region risks on performance of the obligations under securities.

