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1. Introduction
The present Regulation is aimed at taking of reasonable investment decisions within the framework of OJSC “Moscow United Electric Grid Company” (hereinafter referred to as “Company”) investment activity optimization. 

The Regulation is introduced to increase the use efficiency of financial assets and their concentration on more perspective and significant projects. 

The final goal is the Company’s increase of the competitive ability, profit maximization, and Appendix of reliable functioning of energy system. 

The Regulation on the investment activity: 

· is a document which settles a complex of norms, rules and requirements to the classification, consideration, agreement and approval of investment programs of the Company and some investment projects composed of investment programs of the Company;

· determines the interaction conditions of the Company’s structural departments and those of the Board of Directors of the Company in the implementation of investment programs; 

· determines rights and duties in the course of the consideration and approval of IPR and separate Investment Projects.

2. The main concepts and terminology
Business plan of the Investment Project is a document prepared pursuant to section 6.6 of the present Regulation based on the investment project development. It has structurally presented information on the project, the description of practical actions in the implementation of investments, including the schedule of the project implementation, the substantiating of the economic expediency, volume and implementation terms of capital investments in the fixed capital, and the financial model. This document is subject to be updated at each development stage of the investment program.
The Internal Rate of Return (IRR) of the project - is equal to the discount rate in which total returns are equal to expenses. In other words, the internal rate of return corresponds to the discount rate in which the net value brought to the current paragraph of time amounts to blank. 

The long-term investment strategy – is a long-term investment program for the next five-year period. 


  The life cycle of the project – is a period of time from the forthcoming of the investment conception till the intended goal achievement including the preproject developments, research and development works, construction, balancing and commissioning and the operating period. 

Investments – for the goals of the present Regulation investments are investments in the fixed assets including expenses for new construction, expansion, reconstruction and re-equipment of operating organizations, the purchase of machinery, equipment, tools, inventory, the design and survey works etc., which are covered by the capital investments pursuant to the Russian Federation legislation (see paragraph 2 of Appendix No. 14 to the present Regulation) and pursuant to the accounting conventions.


Investment resources - cash resources, securities, other property including property rights, other rights which have a pecuniary valuation and are invested  in objects of entrepreneurial and (or) other activity with the goal of  profit generation and (or) other useful effect achievement.
The investment activity – is the investment and implementation of the practical activity with the goal of profit generation and (or) achievement of another positive effect. 

The investment program (hereinafter referred to as IPR) – is a set of investment projects by way of the list of objects of capital investments, these objects’  key features and financing volumes. This program is made for 1year period or another determined period of time and is formed at the basis of regulatory documents. The investment mediums including some IP, substantiating materials are included in the yearly investment program of the Company. The substantiating materials by IP are prepared, considered and agreed pursuant to the requirements of the given Regulation. The investment program is a component of a business plan of the Company and is covered by the business plan by way of section No.8.

The investment offer – is a document bearing the preliminary information on techno-economic figures of the project.

The investment project (hereinafter referred to as IP) – is a the substantiating of the economic expediency, that of the volume and terms of the capital investments implementation in the fixed capital (in new construction, expansion, reconstruction and re-equipment of operating enterprises and also  other investments which can be attributed to capital investments pursuant to  the accounting conventions); including a necessary design estimates being developed pursuant to the Russian Federation legislation and standards being approved in the established order (norms and rules).

Profitability Index (hereinafter referred to as PI) - is a ratio of present benefits to the present capital investments. This ratio shows a relative profitability of the project on a per-unit-basis of investments.


  Investment mediums – are newly established fixed assets which are organized as a result of expansion, reconstruction and re-equipment and also other fixed assets and investments in which there are implemented the Company’s investments. The Company’s investment programs have a list of investment mediums in which there are implemented capital investments. 
Benefits to Costs Ratio show the quotient from the division of the discounted benefit flow to the discounted expenses flow and are used in order to show to which extent it’s possible to increase expenses without transforming a project into an economically unappealing enterprise and the assessment of the project’s risks.

The commercial efficiency parameters – are parameters determined in paragraph 6.4.1 of the present Regulation.

R&D – is design and survey works which are made in order to prepare investment projects pursuant to accounting conventions related to the cost of the investment project.

The positive balance of cash resources – is the excess of cash resources flow compared to outflows over a period of the project’s life cycle (there are taken into account own and borrowed funds ).

The project – is a necessary design estimates being developed pursuant to the Russian Federation legislation and standards being approved in the established order (norms and rules).

The payback period – is the duration of the smallest period at the end of which a gathered net profit becomes and remains nonnegative in the future. In the course of the calculation of the discounted payback term there is taken into account a discounted gathered cash flow. Under the calculations of the payback term there is taken into account a period of construction, balancing and commissioning and the operating period.
The technical expertise – is an expert assessment of the principle and alternative engineering solutions as to IP: technological, space-planning, constructive and environmentally friendly solutions.

R and RE – is a reconstruction and re-equipment of operating enterprises.
The net discounted profit (NDP), another name is - Net Present Value (NPV) – is the net value brought to the current paragraph of time amounts to the difference between the current value of the flow of would-be benefits and the current value of would-be expenses for the implementation, operation and the project maintenance over all the period of the project’s life cycle. 

3. The ideology of the investment policy of the Company
3.1. The main principles
The Company builds an investment policy in terms of economic efficiency and expediency principles. 

There is developed long-term investment strategies aimed at the forming of the investment policy. These strategies fasten the principle perspective trends of enterprises’ development.   

A long-term investment strategy is formed for the next five year period in terms of scenario development conditions of energy industry and Holding RAO UES of RUSSIA, JSC for the next five year period. In the course of long-term five-year investment programs the forecasts of energy consumption, the launch of capacities in the region of the Company functioning are taken into account. 

According to the results of the preceding year long-term five-year investment programs are updated and formed for the next five-year term in terms of the development priorities of the Company for the five-year perspective and in the strict conformity to the five-year plans-forecasts of development of distribution grid type of business and its other types.

Long-term investment programs for the next five-year period are submitted for the consideration of the Board of Directors of the Company not later than on the 31st of May of each year. Long-term investment strategies are submitted in the same form as that of Appendix No. 24, thereby explanatory notes to a five-year investment program being enclosed.

At the basis of a long-term five-year investment program being approved by the Board of Directors there is developed a yearly investment program. 

In the course of the investment policy implementation which is carried out by way of yearly investment programs there must be undertaken the arrangements in:

· the operation maintenance of the equipment which is necessary for sufficient, reliable and uninterrupted power supply of consumers;

· the decrease of process costs including owing to the efficiency increase of the equipment’s operation;

· the fixed assets updating;

· the safety Appendix of the equipment operation;

· new capacities introduction in case of a necessity of loadings deficiency coverage or a necessity of the power reserve establishment.
During the implementation of capital investments there must be taken measures for the expenses decrease specified by financed objects. For these goals it’s necessary to purchase equipment, to order works at the basis of tenders pursuant to the statute in force, regulatory and local acts. 

The investments projects which are subject to the consideration and implementation composed of investment programs of the Company are:
· economically efficient projects which satisfy the parameters of economic efficiency pursuant to paragraph 6.4.1 of the present Regulation;

· projects aimed at developing and supporting of business;

· projects aimed at reliability increasing of power supply, safe operation of equipment and that of the personnel;

· social-oriented projects.

3.2. The decision-making principles
The decisions making as to the investment policy is connected on the most part with the definition of long-term development trends of enterprises, the formation and implementation of yearly investment programs,  efficient resources redistribution between financed objects in case of a necessity, the release of own enterprise’s funds in a sufficient volume for the investment program financing, the outer resources use for the deficiency coverage of cash resources meant for investment projects financing. The decisions making order in the implementation of investment programs is described in section 6 of the present Regulation.

3.3. The investment program’s role in the planning system
The investment program is a part of a system of business planning and budgeting of the Company. In the course of investment programs making there is taken into account the influence of their implementation on the Company’s economics as a whole. In the composition of the total budget of the Company there is singled out a budget in the investment activity. The implementation of investment programs must provide for the implementation of the settled efficiency figures. 
3.4. The conformity of IPR with the business plan of the Company and other programs
Taking into account the approaches integration to the investment policy of the Company, the inclusion of investment programs into the system of business planning and budgeting the investment programs implementation must provide for an interrelation and add to other programs being implemented by the Company. This concerns in particular management programs by way of charges and expenses decrease, the implementation of the current repair program, the implementation of social-oriented projects and other programs and arrangements. 
4. The main grouping principles of investment objects and Investment Projects 

The grouping of investment objects is implemented by business, investments’ trends, the projects’ scale, the implementation term, the economic effect presence for a power enterprise.
By the economic effect presence 

The investments which provide for an economic effect:
· core projects of the new construction, R and RE connected with the introduction of capacities, the efficiency increase of the equipment operation etc.;

· projects aimed at connecting of new consumers (the marketing outlet development).

· Projects which provide for an economic effect by way of the current costs and losses decrease, the prevention of losses and the income below the amount due, owing to forced outages.

The attribution criteria of projects to the group of those projects which provide for an economic effect are described in section 6.4.1.

The investments which don’t provide for an obvious or expected economic effect:

· social-oriented projects;

· projects in R and RE of operating enterprises connected with a high technical necessity (the maintenance or a remedial action of the equipment’s  operating capacity);

· projects connected with the reliability increase, capacity reservation, modernization or automatics installation, communication facilities, the perfection of commercial accounting systems;

· the purchases of equipment which are not included in the construction estimates and don’t need installation (cars, office equipment, furniture etc.);

· the construction and reconstruction of houses, garages, auxiliary buildings, premises, fences, the Appendix of the territory with necessary facilities;

· R&D.
The calculations of economic efficiency are also made by the given group of projects.

To the investments which don’t provide for an obvious or expected economic effect there can be attributed only those projects in which the calculation of the economic efficiency parameters either gave unsatisfactory results or calculations impossible to make.  

Specified by business types

· electro network objects of distribution grids which are not attributed to UNPG (are not included in ITGC);

· other objects.

Specified by the trend of investments
1. Investments in the fixed capital;

1.1. Capital investments for the production development;

1.1.1. The reconstruction and re-equipment of operating enterprises;

1.1.2. The new construction and expansion of operating enterprises;

1.1.3. The purchase of objects of the fixed assets.

1.2. The capital investments in the construction of non-production sphere;

2. Investments in the intangible assets; 

3. Other financial investments.

Specified by the implementation term

· are implemented within a year;

· are implemented in a term exceeding 1 year.

Specified by the financing types
· at the expense of own funds including: 

· the payment for the technological connection;

· the funds got due to the issue of supplement shares;

· with the outsourcing of the outer financing, including:

· the outsourcing of borrowed financing;

· due to the participation in the share capital including share in capital in the construction;

· advances which are got at the payment for the technological connection.

· the use of other resources.

Specified by the scale of projects

For the format specification of the substantiating materials preparation in the project and the procedures of IP approval specified by the scales of projects depending on their estimated cost and the sum of noncurrent assets of the Company by the yearly accountability for the preceding period are divided pursuant to the table stated below into:  

· large;

· medium;

· small.

Table “The scales of projects”
	Size of noncurrent assets of the Company
	Large scale projects, 

estimated cost, % of noncurrent assets, is more or amounts to
	Medium projects, estimated cost, % of noncurrent assets
	Small projects, estimated cost

	RUR 8-40 billion
	RUR 2249.7 million
	RUR 800 – 2249.7 million


	Less than RUR 800 million of the estimated cost of a medium project


The estimated cost of IP is determined without VAT in expected prices subject to the inflation for the period of the construction and funds which were earlier invested.  
5. The steps sequence in the preparation, agreement and implementation of investment programs.
The investment process in the implementation of yearly investment programs is implemented pursuant to the requirements of the present Regulation and is composed of the following steps:

1. The project formation of a yearly investment program which is a component of the Company’s business plan, at the basis of a long-term investment program of the Company. This investment program is approved at the Board of Directors for the next five-year period;
2. The coordination of the investment program and some IP as its components in the framework of the preparation to the Company’s business plan consideration at the  Board of Directors of the Company;

3. The putting for the consideration of the Company’s Board of Directors of an issue on the approval of an investment program of the Company for the next year; 

4. The putting for the consideration of the Company’s Board of Directors of an issue on the approval of a business plan of the Company and IPR in its composition;

5. The consideration at the Company’s Board of Directors of IPR and its approval by the Company’s Board of Directors;

6. The consideration at the Company’s Board of Directors of a business plan of the Company and IPR in its composition, the approval by the Company’s Board of Directors of IPR as a component of the Company’s business plan;

7. The investment program implementation;

8. The investment program updating in case of its agreement and its approval in the established procedure;

9. The preparation and representation of quarterly and yearly reports on the investment program implementation in the framework of the report about the activity results pursuant to the rules of procedure of the accountability about the implementation of the Company’s business plan.

6. The formation of investment programs and the materials preparation 

The Company’s investment programs are the list of some investment projects and the list of separate investment mediums in where capital investments are implemented. 
The formation of IPR project is implemented by the following steps:

1. The formation of the list of investment projects being expedient for the implementation in the next calendar year;

2. The calculations and the assessment of each separate IP;

3. The grouping of IP;

4. The inclusion of priority IP in IPR;

5. The preparation of IPR;

6. The preparation of substantiating materials to IPR.

6.1. The formation of the list of investment projects being expedient for the implementation in the next calendar year

The most important for the Company investment mediums are preliminary included in the given list. Specified by each object a volume of necessary investments is defined in a planned year.

6.2. The calculations and the assessment of each separate IP
At the next stage of IPR formation there is undertaken the efficiency assessment and the substantiating of each investment project. The assessment is implemented by principles paragraphed out in section 6 of the present Regulation.

6.3. The grouping of IP
The grouping is implemented by principles paragraphed out in section 4 of the present Regulation. After the grouping of the Company’s investment mediums a grouped list of investment mediums pursuant to Appendix 5 is prepared.

6.4. The inclusion of IP in IPR
6.4.1. The assessment of the economic effect of IP aimed at analyzing of the expediency of its inclusion in IPR
Based on the results of the efficiency assessment and the substantiating of each investment projects there is taken the decision on the inclusion of IP in IPR by the following principles:
By projects providing for an auxiliary economic effect IP is expedient for the implementation if it satisfies the following conditions: 
1. Correspondence to the main technical, technological and ecological norms. 

2. The satisfaction to the following parameters’ meanings of the economic efficiency and financial marketability:

NPV – is positive;

IRR – must be more or must correspond to the regulatory size which is approved by the Management Board of JSC RAO UES of Russia in April of the year which proceeds the planned year. 
The size of the discount rate – is specified by the Department of financial policy of Corporate Center JSC RAO UES of Russia subject to risks and the rate of return and is approved by a Member of the  Management Board, by the Chief Financial Officer of  JSC RAO UES of Russia;

The payback period (simple and discounted) – must not exceed a regulatory term of the equipment operation;

The Profitability index (PI) – must be more than 1. Projects with more PI are more stable;

The ratio of profits/expenses – the project is considered to be appealing if the ratio of profits/expenses is more than 1;

The positive balance of cash resources by way of the progressive total at each step of the project’s life cycle. (The Appendix of financing of the project at each step of its life cycle including the outsourcing of the auxiliary financing in a strict correspondence to the business plan);

The project stability to risks and the changes of key parameters of the project.

Projects which don’t provide for an obvious or expected economic effect are included in IPR in terms of a necessity to implement the given project and in terms of its importance degree for the Company.

An investment program specified by aggregated results must satisfy the criteria of economic efficiency of the given paragraph.
The exception can be projects which are financed at the expense of federal, regional and other programs which have their own goal criteria of efficiency. The criterion of such projects can be proofs of the implementation Appendix of the corresponding regulatory acts. 
6.4.2. The correspondence of IPR volume to the financing resources
In the course of IPR formation it’s necessary to correlate the volume of would-be investments and the resources of their financing.

With the goal of the business planning of investment activity and the forecast formation of cash flows movement it’s ought to determine a free cash flow which is the difference between the planned yearly benefit of the Company and expenses for the production and marketing of production being decreased by a sum of amortization. In terms of a sum of free cash flow there is defined a cash flow for the financing of investments. This cash flow is defined after the making a decision in the settlement of accounts receivable and account payable, the payment of dividends and that will result in the decrease or increase of a cash flow sum for the financing of investments. It’s also necessary to take into account tax liabilities of the Company while making calculations. In the definition course of a free cash flow size for the financing of investments one must be guided by the operational business plan of the Company for the corresponding period.

In the definition course of a cash flow for the financing of investments it’s worth taking into account a possibility of use of the financing resources stated below.

At the expense of own funds:

· The amortization;

· The unused  amortization  of the preceding years;
· The surplus earnings of the preceding periods;

· The net profit of the  reporting year;

· The auxiliary cash flow resulting from the refund of VAT;

· Other own resources.

At the expense of the outsourced funds:

· Borrowed funds;
-    Additional issue of Company’s shares;
· The funds of local budgets;

· The federal budget’s funds;

· Advances which are received due to the payment for the technological connection;

· Other outer resources.
In the assessment course of the financing volume of the Investment program of the Company one must proceed from the amount of the amortization being charged for the Company’s property and being taken into account in the tariff. Thereby there must be directed no less than 100 % of amortization for the investment activity in electric grids which are not attributed to UNPG. The amortization is charged for the objects of the given category, the category being taken into account in the tariff. To eliminate the cross-subsidization which is directed for the financing of objects of other activity types. 
6.4.3. The formation of IPR depending on an economic effect of IP and the resources of financing of capital investments
The investment program of the Company on the basis of electric grids power grids complex must satisfy the criteria of the economic efficiency of paragraph 6.4.1 specified by the aggregated result. 
At the basis of results of the projects’ contents consideration and also in terms of a specific character of the Company’s investment program there is allowed in the exceptional cases the issue consideration on another limit establishment at the Board of Directors of the Company.  
The projects which provide for the economic effect are implemented by principles of the designed financing subject to the conditions of the self-repayment. To assess an economic effect resulted from the project implementation there are made calculations of the parameters of commercial efficiency and financial marketability which are presented in paragraph 6.4.1(IRR, NPV and other).

Pursuant to the result got in the calculation of parameters of commercial efficiency and financial marketability there are grouped projects which provide for an auxiliary economic effect. The projects are grouped specified by the order of IRR decrease. 

In the framework of the amortization charged in the reporting period, the surplus earnings of the preceding periods and the current year’s net profit received from the payment for the technological connection there are included investment mediums in the investment program of the Company:

· investments which don’t provide for an obvious economic effect – in the framework of the settled limit;

· the most profitable and economically efficient projects – in the size of the difference between the amortization chargeable in the reporting period and the use of the limit for investments which don’t provide for an obvious economic effect plus the sum of the surplus earnings of the preceding years.

· projects which are compulsory for the implementation owing to the Company’s obligations in the arrangements implementation as to technological connections. 

The use of profit for the capital investments is implemented by the agreement with the principle shareholders of the Company and is subject of consideration by the Board of Directors of the Company. 
The use of borrowed funds is allowed if there are observed functioning procedures for perspective, high-yield and pressing projects under the substantiation by the Company of the resources availability for the credit settlement in the years to come. The issue on the borrowed funds use is subject to be approved by the Board of Directors of the Company. 
Projects which don’t satisfy the criteria stated above are not subject to be included in the investment program.  
If the Company starts implementing large and medium IP, the planning of R&D and other capital investments in the given projects are implemented specified by the results of business plans’ approval in the given projects by the Company’s Board of Directors.
6.5. The preparation of IPR

IPR is represented by a form pursuant to Appendix 1; the form is filled in pursuant to the instruction.
IPR is prepared by forms pursuant to appendices 1, 5, 7а, 10, 25 and substantiating materials are represented over the signature of a Sole Executive Body and also that of a coordinator.

Calculations – are made with a compulsory indication of calculation formulas in an electronic format.
6.6. The preparation of substantiating materials to IPR
The substantiating materials to IPR are represented specified by each investment mediums which are included in IPR and documented prepared pursuant to sub paragraphs 6.6.1., 6.6.2., 6.6.3 of the present Regulation.

Depending on the scale of investments the substantiating materials in them are prepared by way of business plans of IP and explanatory notes to them, reduced business plans of IP and explanatory notes to them or by way of explanatory notes and the efficiency calculations. Specified by the carried forward objects (the implementation of IP or its financing began in the preceding periods) the substantiating materials must be brought up to date and adjusted in accordance with the requirements of the present Regulation.

The IP business plan (specified by the format given in Appendix No.8) is prepared in IP if any of the following conditions are observed: large projects being implemented with the outsourcing of the outer financing or due to the participation in the stock capital including the equity participation in construction. 

A reduced business plan of IP (specified by the format given in Appendix No.22)) is prepared in IP and investment mediums which are related to the category of medium projects.

An explanatory note (specified by the format given in Appendix No.23)) is prepared in IP and investment mediums which are related to the category of small projects.

IPR and other substantiating materials are represented in an electronic and paper format.

6.6.1. The business plan preparation of IP
The requirements to the information which is compulsory to be in a business plan of IP:

1. The goals and objectives of the project.

2. A legal status of an investment medium.

3. An engineering feasibility of the project including alternative (technological, constructive and systematic) solutions.

4. The cost of construction and necessary equipment subject to its delivery and installation.

5. The site subject to technological, climatic, social and other factors. The registration of the Company’s rights for property for investment mediums including ground areas. 

6. The schedule of the project’s implementation – is a life cycle of IP (the construction term and the operation period). 

7. The marketing information:

· the outlet exploration: that of energy subject to the perspective balances of capacity and energy of the region  and also a possibility of power and  heat power transfer subject to the established schemes of heat supply of  population aggregates, that of other production;

· the forecast of the prices change energy carriers;

· the competitive ability of the production (that of power);

· macro- and microeconomic environment (taxes, the government assistance);

· additional effects resulted from the project implementation.
· production program and expenses. 

8. Data on existing ecological conditions; would-be ecological impacts of the project (positive and negative, direct and indirect); possible measures in the elimination or decrease of negative ecological consequences and/or their compensation.

9. The financing sources of IP. If borrowed funds or lease schemes etc. are used there must be stipulated the sources of redemption of debts. If there are used the funds of the additional issue of shares for the financing of IP there must be stipulated the information about the conditions of the excess shares issuance and there must be paragraphed out who and in which shares’ quantity is likely to issue shares; the forecast of the structure changes of the Company’s stock capital.

10. Financing models in which there are organized: 

· the financial modeling of the Company’s activity and the implementation of IP;

· the assessment of the project’s commercial efficiency;

· the assessment of the financial marketability of the project including the sources of financing.

11. The analysis of risks and the sensitivity of the project.

The format of an IP business plan is represented in Appendix 8.

The financing modeling and the calculations of economic efficiency are made by

IP: 

· separately for IP;

· for IPR of the Company as a whole (in case of the Company’s reforming beginning with a year in which it’s planned to implement the reorganization, the modeling is implemented for IPR of the Company to which a property complex will belong. IP is implemented at the basis of this property complex). 

The commercial efficiency assessment of IP is made subject to the following requirements:

· the capital investments which built into the calculations are indexed pursuant to the prices’ indexes in capital investments and the elements of their technological structure (see paragraph 14 of Appendix No.14); 

· it’s necessary to settle all the calculations in rubles of RF. It’s recommended to define a USA dollar rate pursuant to the forecasted data of the Ministry of economic advancement and trade of the Russian Federation for projects which stipulate the purchase of foreign equipment or sale of power abroad;

The assessment is made in two variants:

· in the current (base) prices existing for the moment of the calculations making;

· in the forecasted prices (subject to the inflation). 

A compulsory condition of the project’s commercial assessment is a calculation of the following efficiency figures of IP: NPV, IRR, the payback period (simple and discounted), the Profitability Index (PI), benefits to Costs Ratio. It’s necessary to use a discounting rate in the calculations. The discounting rate is defined by the Department of financial policy of Corporate Center JSC RAO UES of Russia subject to the risks and the rate of return and is approved by a Member of the Management Board, by the Chief Financial Officer of JSC RAO UES of Russia.

The policy of the commercial efficiency making is described in the corresponding instructional lines (see paragraph 10, 11, 12 of Appendix No.14).
The calculation in IP is represented in a paper and electronic format with a compulsory indication of calculation formulas.

The calculations in large projects are made in one of the standard certified programs: Energy-Invest, Alt-Invest, depending on the convenience of calculations’ making pursuant to the project’s specific character. It’s recommended to use certified programs in medium and small projects. It’s possible to make calculations in other software products which are convenient for the Company and meant for the Company’s internal use. 
6.6.2. The preparation of a reduced business plan of IP
A reduced business plan of IP, an explanatory note to it and the efficiency calculation are represented by a form pursuant to paragraph 6.6.1., but without the financial modeling of activity for the whole Company. 

6.6.3. The preparation of an explanatory note
There is a description of works being executed and the approved substantiation of the given works and their financing in an explanatory note.  There is also enclosed the efficiency calculation. 
7. The planning, approval and implementation of IPR, investment activity accountability 
7.1. The responsibility for IPR implementation
The responsibility for the preparation and implementation of investment programs of the Company, the expense of funds for the financing of an investment program, the planning and accountability is imposed personally on the Sole Executive Body of the Company. 
To optimize an investment process the Company determines a coordinator in investment activity. This coordinator represents the Company’s interests as to investment activity. 

7.2. The IPR corporate approval procedures 

IPRs are subject to the approval by the Board of Directors of the Company. This is a separate issue which is included in a business plan of the Company. 
The Company’s General Director provides for a delivery of an issue on the approval of IPR at the Board of Directors.
The Company does not have a right to start implementing investment projects and the implementation of investments included in IPR before the necessary corporate procedures in the approval of IPR. 

7.3. The planning of investment activity
The Company prepares an annual plan of an investment program of the Company till the 10th of January of the current year for the current year by a form paragraphed out in Appendix 1, form No. 3а-КV (Appendix 9).

The Company forms annually till the 10th of January:

· the purchase plan pursuant to the investment program of equipment and  material and technical resources (excluding equipment of communication facilities, ACS, AIMEMS, the Instrumentation and Automation, protection, technical facilities for educating of the personnel and software products, the equipment which isn’t included in the estimates of the constructions). The plan is prepared pursuant to Appendix 15;

· the purchase plan pursuant to the investment program of equipment of communication facilities, ACS, AIMEMS, the Instrumentation and Automation, protection, technical facilities for educating of the personnel and software products. The plan is prepared  pursuant to Appendix 16;

· the purchase plan pursuant to the investment program of equipment which isn’t included in the estimates of the constructions is prepared  pursuant to Appendix 17;

· the plan of  design and survey works (R&D) pursuant to the investment program is prepared  pursuant to Appendix 18;

· the inspection plan of the equipment state and buildings is prepared  pursuant to Appendix 19;

· the plan in the introduction of power capacities pursuant to Appendix 13;

· the plan of the development volume of capital investments and the financing volume  pursuant to Appendix No.10;

· the plan of the investment program as to the technological connection pursuant to Appendix 1а.

The Company prepares the investment program’ plan of the Company for the next quarter pursuant to Appendix 10. This is done quarterly in advance - 45 days before the beginning of the next quarter.  
7.4. The updating of investment programs
The updating of IPR in the process of IPR implementation can be made no more than once a quarter. The updating of IPR is subject to the consideration and approval of the Company’s Board of Directors. Investments by objects which are subject to the downward updating are not made before the agreement of IPR updating. Investments by objects which are subject to the upward updating must not exceed the volumes approved earlier before the agreement of IPR updating. To make the updating the Company prepares materials pursuant to Appendices 25b, 11, 4, 9 and 7а.
7.5. The report on the investments programs implementation
The report on IPR implementation is prepared being included in the report on the Company’s business plan and being included in the report on the Company’s investment program implementation:

Quarterly, no later than 15 calendar days after the quarterly reporting date by a form pursuant to Appendices 6, 12, 13a, 25a.

Quarterly, no later than 15 calendar days after the quarterly reporting date only for large projects, by form No.3 .(Appendix 3, 3a)
Quarterly, no later than 15 calendar days after the quarterly reporting date the Company represents a report on the equipment purchases by forms pursuant to Appendices 20, 21.
Annually, no later than 45calendar days after a yearly reporting date by a form pursuant to Appendices 2, 7, 12, 13а, and 25а.

Annually, till the 1st of May the Company represents a report on the implementation of IPR being included in the Company’s business plan.

Quarterly, in 45 calendar days after the quarterly reporting date the Company represents a report on the implementation of IPR being included in the Company’s business plan.
7.5.1. The report of the Sole Executive Body on the program’s implementation
The report of the Sole Executive Body on the implementation of IPR of the current year is offered for the consideration and is considered by the Board of Directors of the Company. This is made quarterly being included in the report on the Company’s business plan.
In addition the report of the Sole Executive Body on the implementation of IPR of the current year is represented as a separate issue at the Board of Directors of the Company and this is made quarterly and is taken into account by the Board of Directors of the Company.

A report must have a detailed information about the implementation of the Company’s investment program, some investment projects, the financing volumes of IPR as a whole and specified by each project and also the information about the implementation of Agreements concluded between JSC RAO UES of Russia and administrations, governors of districts, regions and the reasons of the deviations’ fact from the plan.

7.5.2 The assessment criteria of the investment program implementation

· the deviation of the fact of implementation from the plan of IPR;

· the investment program efficiency and that of some IP included in this investment program;

· the observance of the plan on capacities introduction
· the deviation of IPR implementation plan fact concerning the amounts included into the agreement between RAO UES of Russia, JSC and the administrations, area and districts governors;

· the deviation of IPR implementation plan fact in general, depending on the project from the planned amount of IPR financing in general and depending on the project.
· отклонение факта исполнения от плана ИПР в части объектов, включенных в Соглашение между ОАО РАО «ЕЭС России» и администрациями, губернаторами округов, областей;

· отклонение факта финансирования ИПР в целом и в разрезе каждого проекта от планового объема финансирования ИПР в целом и в разрезе каждого проекта.

8. The relationship of the Company with its branches and subsidiary companies in the investment activity implementation
A direct interaction between the Company and its daughter companies, branches. This interaction is regulated by inner documents which include the following information:
· The responsibility for the preparation, agreement and implementation of investment programs of daughter companies, the  expenses for their financing;

· The order by which subsidiary companies coordinate IPR and IP with the Company;
· The corporate procedures in IPR approval;
· The budgeting of an investment activity;
· The plan of the investment activity;
· The updating of investment programs;
· Reports on the implementation of investment programs;
· The assessment criteria of the implementation of investment programs. 
9. The implementation control of investment projects
Each implementation stage of a large investment project being completed, the given object being transferred in the experimental-industrial operation, the Company initiates the consideration of an issue about the implementation process or the completion of an investment project at the Board of Directors.  
The control is implemented concerning the following principle criteria of an investment project:

· the correspondence of the prepared documentation by the investment project to the legislation in force;

· the correspondence of actual implementation terms of works by the project to  planned dates pursuant to the schedule of works;

· the achieved degree of capital costs’ decrease and the absence of exceeding of works’ estimated cost;

· the quality of works executed;

· the correspondence of parameters of commercial efficiency and  financial marketability to the initial data pawn in a business plan of IP.

To analyze criteria stated above the Company makes necessary calculations and gives the detailed data about the project’s implementation process by way of explanatory notes and also by forms pursuant to Appendices 3 and 3a.

Having considered an issue on an investment project completion the Company’s Board of Directors takes a decision about the achievement degree of the project’s objective.
� For the goals of the present Regulation an investment project is also a set of agreed actions in the implementation of investments which can be attributed to capital investments pursuant to accounting conventions of RF and which have an end goal or result, the starting date and the completion date.
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