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Chapter 1. GENERAL PROVISIONS

Article 1. Subject Matter of This Federal Law

This Federal Law establishes legal foundations of economic relations in the domain of the electric power industry, defines the authority of governmental bodies for regulating these relations, the principal rights and duties of the electric power industry’s entities in the performance of activities in the domain of the electric power industry (including cogeneration) and electricity and heat consumers.

Article 2. Laws of the Russian Federation on the Electric Power Industry

The laws of the Russian Federation on the electric power industry rely on the Constitution of the Russian Federation and consist of the Civil Code of the Russian Federation, this Federal Law and other federal laws governing relations in the in the domain of power engineering, as well as the decrees of the President of the Russian Federation and the resolutions of the Government of the Russian Federation adopted in accordance with the above-mentioned federal laws.

Article 3. Key Definitions

(as amended by Federal Law No. 250-FZ of November 4, 2007)

For the purposes of this Federal Law the following key definitions shall apply:

ELECTRIC POWER INDUSTRY means a branch of economy of the Russian Federation, including the entire set of economic relations arising during the course of generation (including cogeneration), transmission of electricity, dispatching in the electric power industry, sales and consumption of electricity using production facilities and other property items (including those which are a part of the Unified Power System of Russia) owned by the electric power industry’s entities or any other entities beneficially or as otherwise provided for by the federal laws. The electric power industry is the basis of functioning of economy and life support;

UNIFIED POWER SYSTEM OF RUSSIA means a set of production facilities and other property items of the electric power industry connected to each other via a common process of generation (including cogeneration) and transmission of electricity upon conditions of centralized dispatching in the electric power industry;

ELECTRIC POWER INDUSTRY’S ENTITIES means entities performing activities in the domain of the electric power industry, including generation of electricity, heat and capacity, purchase and sale of electricity and capacity, power supply to consumers, provision of services related to electricity transmission, dispatching in the electric power industry, sales of electricity (capacity), organization of purchase and sale of electricity and capacity;

ELECTRICITY AND HEAT CONSUMERS means entities purchasing electricity and heat for internal utility and/or production needs;

CAPACITY CONSUMERS means entities purchasing capacity, including for internal utility and/or production needs and/or further resale; entities selling electricity in retail markets; entities selling electricity in territories in which the power systems of foreign countries are located;

WHOLESALE ELECTRICITY AND CAPACITY MARKET (hereinafter the "wholesale market") means the sphere of movement of special commodities – electricity and capacity – within the Unified Power System of Russia within the boundaries of common economic space of the Russian Federation, whose participants are large generators and large buyers of electricity and capacity, as well as other entities that received the status of wholesale market participant and act based on the wholesale market rules approved in accordance with this Federal Law by the Government of the Russian Federation. Criteria for classifying electricity generators and buyers as belonging to the category of large generators and large buyers shall be established by the Government of the Russian Federation;

WHOLESALE MARKET PARTICIPANTS means corporate entities which obtained the right in accordance with the procedure established by this Federal Law to participate in relations connected with the movement of electricity and/or capacity in the wholesale market in accordance with the wholesale market rules established by the Government of the Russian Federation;

RETAIL ELECTRICITY MARKETS (hereinafter the "retail markets") means the sphere of movement of electricity outside the wholesale market involving electricity consumers;

ELECTRIC GRID FACILITIES means transmission lines, transformer and other substations, distribution centers and other equipment designed to ensure electrical connections and transmission of electricity;

ELECTRICITY TRANSMISSION SERVICES means a set of organizationally and technologically connected actions, including actions related to operational process management, which ensure the transmission of electricity through engineering devices of electric grids in accordance with the requirements of technical regulations;

PROCESS ADMINISTRATION means a set of measures related to the management of process conditions of power facilities and power receiving devices of electricity consumers, if these facilities and devices are not included by a dispatching administrator in the electric power industry in the list of facilities in respect of which operational dispatching commands and instructions are given;

DISPATCHING ADMINISTRATION IN THE ELECTRIC POWER INDUSTRY means a set of measures related to the centralized management of process conditions of power facilities and power receiving devices of electricity consumers, if these facilities and devices affect the electric mode of operation of the power system and are included by the appropriate dispatching administrator in the electric power industry in the list of facilities which are subject to such management;

SERVICES RELATED TO DISPATCHING ADMINISTRATION IN THE ELECTRIC POWER INDUSTRY means dispatching administration for the purposes of ensuring reliable power supply and quality of electricity which comply with the requirements of technical regulations and other mandatory requirements;

POWER SALES ENTITIES means entities selling generated or purchased electricity to other parties as their primary activity;

BILATERAL CONTRACT FOR PURCHASE AND SALE OF ELECTRICITY means an agreement under which the suppler undertakes to deliver to the buyer a certain amount of electricity, whose quality is defined by the requirements of relevant technical regulations and other mandatory requirements, and the buyer undertakes to accept and pay for electricity upon the conditions of an agreement executed in accordance with the wholesale market rules and the principal provisions of functioning of retail markets;

CONSUMERS OF ELECTRICITY WITH CONTROLLED LOAD means a category of electricity consumers, which due to the modes of operation (consumption of electricity) affect the quality of electricity, reliability of operation of the Unified Power System of Russia and in this regard provide on a contractual basis for a fee services related to ensuring the emergency recovery of the Unified Power System of Russia. The above-mentioned consumers may provide other services as agreed therewith subject to the terms and conditions of a contract;

COGENERATION means a mode of operation of thermal power plants in which power production is directly connected with the simultaneous production of heat;

ELECTRICITY (CAPACITY) METERING means a process of measuring the amount of electricity and determining the amount of capacity; gathering, storage, processing, transmission of the results of these measurements and formation, specifically using the method of calculation, of data concerning the amount of generated and consumed electricity (capacity) for the purposes of mutual settlements for supplied electricity and capacity, as well as the services related to the above-mentioned supplies;

SETTLEMENT PERIOD means a common period for the purposes of determination by the commercial operator of the purchase and selling prices of electricity, capacity, services and other items admitted to circulate in the wholesale market and established in accordance with the wholesale market rules approved by the Government of the Russian Federation;

WHOLESALE MARKET ZONE means a territory which is defined by the Government of the Russian Federation, within the boundaries of which the equilibrium price of the wholesale market is formed in accordance with the procedure provided for by this Federal Law and the wholesale market rules (hereinafter the "wholesale market price zone");

FREE ELECTRICITY (CAPACITY) FLOW ZONE (hereinafter the "free flow zone") means a part of the Unified Power System of Russia, within which the electricity and capacity produced or planned to be supplied using generation equipment with certain technical characteristics in the determination of balance between supply and demand for electricity and capacity, including for prospective planning purposes, may be replaced with the electricity and capacity produced or planned to be supplied using other generation equipment with similar technical characteristics in the same free flow zone and the electricity and capacity produced using generation equipment located in any other free flow zone may be replaced only within the constraints of electricity and capacity flow between such zones. Aggregate technical characteristics of generation equipment within the free flow zone shall comply with the requirements established by the system operator and necessary to ensure normal mode of operation of the power system part concerned;

GUARANTEEING ELECTRICITY SUPPLIER (hereinafter the "guaranteeing supplier") means a profit-making organization which is obliged in accordance with this Federal Law or voluntarily assumed obligations to enter into a contract for purchase and sale of electricity with any so requesting electricity consumer or person acting for and on behalf of an electricity consumer and wishing to purchase electricity;

ROLLING BLACKOUT means technologically caused (full or partial) limitation on the mode of electricity consumption, including its level, for any reasons unrelated to the performance by an electricity consumer of its contractual obligations or the technical state of the consumer’s power receiving devices and/or power units (hereinafter the "power receiving devices");

TERRITORIAL GRID ENTITY means a profit-making organization providing services related to the transmission of electricity using electric grid facilities unrelated to the Unified National (All-Russian) Power Grid;

INSTALLED GENERATING CAPACITY means electric capacity of electricity and heat generation facilities as of the commissioning of the generation facility concerned;

MAXIMUM AVAILABLE GENERATING CAPACITY means a part of the installed capacity of electricity and heat generation facilities, with the exception of capacity not used for electricity and heat generation due to technical failure of such facilities;

WORKING GENERATING CAPACITY means a part of the maximum available capacity of electricity and heat generation facilities, with the exception of capacity of electric power facilities suspended for maintenance and decommissioned in accordance with the established procedure;

ELECTRIC POWER FACILITIES means property items directly used during the course of generation, transmission of electricity, dispatching administration in the electric power industry and sales of electricity, including electric grid facilities;

COMMERCIAL INFRASTRUCTURE ORGANIZATIONS means organizations on which the functions of ensuring commercial infrastructure in accordance with the established procedure are imposed;

ENERGY EFFICIENCY OF THE ELECTRIC POWER INDUSTRY means the ratio of electricity supplied to consumers to non-renewable energy consumed for these purposes;

RENEWABLE ENERGY means solar energy, wind energy, hydro energy (including waste water energy), except when such energy is used by pumped-storage power plants; tidal energy, wave energy of water bodies, including water basins, rivers, seas, oceans, geothermal energy using natural underground transfer fluids, low-potential thermal energy of earth, air, water using special transfer fluids, biomass, including plants grown specially for power generation, including trees, as well as production and consumption waste, with the exception of waste received during the use of hydrocarbon feedstock and fuel, biogas, gas released from production and consumption waste at the sites for the disposal of such waste; gas formed at coal sites.

Chapter 2. FOUNDATIONS OF ORGANIZATION OF THE ELECTRIC POWER INDUSTRY

Article 4. Regulation of Relations in the domain of the electric power industry

1. Regulations in the field of governmental regulation of relations in the domain of the electric power industry shall be adopted in accordance with the federal laws of the Government of the Russian Federation and federal executive bodies authorized thereby.

2. Governmental authorities of constituent entities of the Russian Federation and local government bodies shall not be entitled to adopt regulations aimed at regulating relations in the domain of the electric power industry except as provided for by federal laws.

Article 5. Technological and Economic Foundations of Functioning of the Electric Power Industry

1. The technological foundations of functioning of the electric power industry shall be the Unified National (All-Russian) Power Grid, territorial distribution networks through which electricity is transmitted and the unified dispatching administration system.

2. The economic foundations of functioning of the electric power industry shall be the system of relations connected with the production and movement of electricity and capacity in the wholesale and retail markets, which system is determined by the technological characteristics of functioning of electric power facilities.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

3. Electric power industry’s entities shall be obliged to meet the requirements of technical regulations in the domain of functioning of the Unified Power System of Russia.

Article 6. General Principles of Organization of Economic Relations and Foundations of Government Policy in the domain of the electric power industry

1. The general principles of organization of economic relations and the foundations of government policy in the domain of the electric power industry shall be as follows:

ensuring energy security of the Russian Federation;

technological integrity of the electric power industry;

ensuring uninterruptible and reliable functioning of the electric power industry for the purposes of satisfying electricity demand from consumers which ensure that their obligations to electric power facilities are properly performed;

freedom of economic activity in the domain of the electric power industry and integrity of economic space in the field of movement of electricity with due consideration of restrictions established by federal laws;

balancing the economic interests of suppliers and consumers of electricity and heat;

using market relations and competition as one of the principal tools of forming a stable system of satisfying electricity demand provided that proper quality is ensured and the value of electricity is minimized;

ensuring non-discriminatory and stable conditions to perform entrepreneurial activity in the domain of the electric power industry, ensuring government regulation of activity of the electric power industry’s entities necessary to implement the principles established by this article in the regulation of application of methods of government regulation, specifically by establishing their full list;

contributing through a set of measures provided for by federal laws to the development of Russian power engineering and instrument-making industry, electrical industry and related service sector;

ensuring economically feasible return on investment used in the execution by electric power industry’s entities of activities to which government regulation of electricity and heat prices (tariffs) applies;

ensuring environmental security of the electric power industry;

(this sub-paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

economic feasibility of payment for the capacity of generation facilities of suppliers with regard to electricity and heat generation ensured by them.

(this paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

2. Government policy in the domain of the electric power industry shall be aimed at ensuring compliance with the general principles of organization of economic relations in the domain of the electric power industry established by this Federal Law.

Chapter 3. UNIFIED NATIONAL (ALL-RUSSIAN)

POWER GRID

Article 7. Concept and Legal Status of Unified National (All-Russian) Power Grid

1. Unified National (All-Russian) Power Grid is a set of electric grids and other electric grid facilities owned by the electric power industry’s entities or any other entities beneficially or as otherwise provided for by the federal laws and ensuring sustainable electricity supply to consumers, functioning of the wholesale market, as well as parallel operation of the Russian electric power system and the electric power systems of foreign countries.

Design nominal voltage class, characteristics of transmission capacity, electricity flow reversibility and other technological characteristics of electric grid facilities included in the Unified National (All-Russian) Power Grid, procedure for maintaining the register of the above-mentioned facilities shall be approved by the Government of the Russian Federation.

Paragraph 2 of article 7 shall come into force on July 1, 2008 (Article 47 hereof).

2. For the purpose of ensuring security of the Russian Federation, protecting the rights and legal interests of corporate entities and individuals, ensuring the integrity of economic space in the domain of movement of electricity the possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid shall be restricted in exercising their rights with regard to:

the right to enter into agreements for the provision of services related to the transmission of electricity using electric grid facilities included in the Unified National (All-Russian) Power Grid and define the terms and conditions of these agreements;

the use (decommissioning) of the above-mentioned facilities upon no agreement with the Unified National (All-Russian) Power Grid management organization.

Restrictions on the rights of possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid established by this Federal Law may not apply for the purposes of expropriation of their income generated as a result of exercise of their rights.

The imposition of other restrictions on the rights of possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid shall not be permitted unless otherwise stated in this Federal Law.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

If the Unified National (All-Russian) Power Grid management organization breaches the material terms and conditions of the agreement for the procedure for use of electric grid facilities included in the Unified National (All-Russian) Power Grid defined by the Government of the Russian Federation in accordance with paragraph 1 of article 21 of this Federal Law, the restrictions on the rights of possessors or other legal owners provided for by this article with regard to the restriction on the right of execution of agreements for the provision of services related to electricity transmission using electric grid facilities included in the Unified National (All-Russian) Power Grid shall not apply. The right to enter into such agreements shall be granted to the possessor or other legal owner of the above-mentioned facilities. Controversies over the right to enter into such agreements shall be settled out of court as defined by the Government of the Russian Federation. The Unified National (All-Russian) Power Grid management organization shall be obliged to enter into agreements granting to the owners of the above-mentioned facilities the right to enter into agreements for the provision of services related to electricity transmission, at their own discretion, with other owners of electric grid facilities included in the Unified National (All-Russian) Power Grid as provided for by the Government of the Russian Federation.

3. Possessors and other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid shall ensure compliance with the process requirements for engineering grid devices, as well as agreed modes of operation of the Unified Power System of Russia.

Article 8. Unified National (All-Russian) Power Grid Management Organization

Paragraph 1 of article 8 shall come into force on July 1, 2008 (Article 47 hereof).

1. The rights of possessors and other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid restricted in accordance with article 7 of this Federal Law shall be exercised by the Unified National (All-Russian) Power Grid management organization.

Paragraph 2 of article 8 shall come into force on July 1, 2008 (Article 47 hereof).

2. The Unified National (All-Russian) Power Grid management organization shall be an open joint-stock company. The stake held by the Russian Federation in the authorized capital of the Unified National (All-Russian) Power Grid management organization during the restructuring of Unified Energy System of Russia may not be less than 52 percent. Upon completion of restructuring the stake held by the Russian Federation shall be increased to 75 percent plus one voting share in the authorized capital of the Unified National (All-Russian) Power Grid management organization. The government-owned stake shall be increased using all methods provided for by the laws of the Russian Federation. The characteristics of creation of the Unified National (All-Russian) Power Grid management organization shall be defined by Federal Law No. 36-FZ of March 26, 2003 "On Specific Features of Functioning of the Electric Power Industry During the Transitional Period and on Introduction of Amendments into Certain Legislative Acts of the Russian Federation and on Recognizing Certain Legislative Acts of the Russian Federation to Have Lost Their Force in Connection with the Adoption of the Federal Law 'On the Electric Power Industry'" (hereinafter the Federal Law "On Specific Features of Functioning of the electric power industry During the Transitional Period and on Introduction of Amendments into Certain Legislative Acts of the Russian Federation and on Recognizing Certain Legislative Acts of the Russian Federation to Have Lost Their Force in Connection with the Adoption of the Federal Law 'On the Electric Power Industry'").

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Paragraph 3 of article 8 shall come into force on July 1, 2008 (Article 47 hereof).

3. The Unified National (All-Russian) Power Grid management organization shall enter into agreements defining the procedure for use of the above-mentioned facilities with other possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid.

The execution of such agreements shall be binding upon the possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid and the price determined by the agreement shall be such amount which ensures return to the possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid of income generated as a result of exercise of their rights (determined as income which these possessors or other legal owners would generate in case of independent exercise of their rights through the provision of electricity transmission services on a contractual basis for a fee) reduced by the amount of current expenses in connection with the operation of the above-mentioned facilities (if they are operated by the Unified National (All-Russian) Power Grid management organization). The above-mentioned income shall include:

reimbursement for economically feasible expenses in connection with the provision of the services concerned;

profit ensuring return on capital employed based on the rate of return determined in accordance with this Federal Law.

The rate of return on capital established for the Unified National (All-Russian) Power Grid management organization shall be equal to the rate of return established for other possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid. All profit of the Unified National (All-Russian) Power Grid management organization irrespective of its sources and purpose shall be considered in the calculation of the level of return on capital.

Representatives of the constituent entities of the Russian Federation in which the electric grid facilities included in the Unified National (All-Russian) Power Grid and not beneficially owned by the Unified National (All-Russian) Power Grid management organization are located shall participate in the procedure for approval of the investment program of the above-mentioned organization by the federal executive bodies.

The restrictions imposed on the groups of entities, affiliates of the Unified National (All-Russian) Power Grid management organization and the system operator by paragraph 4 of article 8 of this Federal Law shall come into force on July 1, 2008 (Article 47 hereof).

4. The Unified National (All-Russian) Power Grid management organization and its affiliates, groups of entities shall be prohibited from performing activities related to the purchase and sale of electricity and capacity (with the exception of purchase of electricity (capacity) for internal (utility) needs; purchase of electricity (capacity) for the purposes of compensating electric grid losses and engineering support for joint operation of the Russian electric power system and the electric power systems of foreign countries, and as provided for by the Government of the Russian Federation in the fulfillment of functions of a guaranteeing supplier).

(as amended by Federal Law No. 250-FZ of November 4, 2007)

The agreements for purchase and sale of electricity for the purposes of engineering support for joint operation shall be executed in accordance with the wholesale market rules and joint operating agreements with the electric power systems of foreign countries.

5. Before January 1, 2011, the Unified National (All-Russian) Power Grid management organization shall be entitled to lease electric grid facilities to territorial grid entities by agreement with the duly authorized federal executive bodies.

(paragraph 5 is introduced by Federal Law No. 250-FZ of November 4, 2007)

Article 9. Services Related to the Transmission of Electricity via Unified National (All-Russian) Power Grid

(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. The Unified National (All-Russian) Power Grid management organization shall provide on a contractual basis for a fee services related to the transmission of electricity via Unified National (All-Russian) Power Grid to the wholesale market participants and any other entities which own electric power facilities duly connected to Unified National (All-Russian) Power Grid beneficially or as otherwise provided for by the federal laws; services related to the transmission of electricity which is purchased and sold by the wholesale market participants in the territories in which the electric power systems of foreign countries are located.

The Unified National (All-Russian) Power Grid management organization for the purposes of engineering support for joint operation of the Russian electric power system and the electric power systems of foreign countries, provision of services related to the transmission of electricity which is purchased and sold by the wholesale market participants in the Russian Federation and/or the territories in which the electric power systems of foreign countries are located as provided for by the Government of the Russian Federation shall regulate relations pertaining to the use of electric grids of the electric power systems of foreign countries and transmission of electricity via the above-mentioned grids and render services pertaining to these relations.

The execution of agreements for the provision of services related to the transmission of electricity via Unified National (All-Russian) Power Grid shall be binding upon the Unified National (All-Russian) Power Grid management organization. The Unified National (All-Russian) Power Grid management organization shall be entitled to reject the execution of such agreement if the entity concerned does not enter into an agreement for the provision of services related to dispatching administration in the electric power industry with the system operator of the Unified Power System of Russia (hereinafter the "the system operator").

2. The fee for services related to the transmission of electricity via Unified National (All-Russian) Power Grid shall include:

funds reimbursing the internal expenses of the Unified National (All-Russian) Power Grid management organization in connection with the provision of such services (economically feasible costs in connection with their provision, as well as profit ensuring economically feasible return on capital used in the provision of such services);

amount ensuring return to the possessors or other legal owners of electric grid facilities included in the Unified National (All-Russian) Power Grid of income generated as a result of exercise of their rights reduced by the amount of current expenses of the Unified National (All-Russian) Power Grid management organization in connection with the operation of the above-mentioned facilities.

The fee for services related to the transmission of electricity via Unified National (All-Russian) Power Grid under an agreement between the system operator and the Unified National (All-Russian) Power Grid management organization may also include funds used to pay for the services related to dispatching administration in the electric power industry provided by the system operator, including funds used to pay an insurance premium in connection with insurance against the risk of the system operator's liability for damage inflicted on the electric power industry’s entities.

3. Activities related to the provision of electricity transmission services performed by the Unified National (All-Russian) Power Grid management organization, as well as the above-mentioned activities of possessors or other legal owners of electric grid facilities included in Unified National (All-Russian) Power Grid shall be performed in a natural monopoly environment and regulated in accordance with the laws on natural monopolies, this Federal Law and other federal laws.

Article 10. Development of Unified National (All-Russian) Power Grid

(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. The Unified National (All-Russian) Power Grid management organization shall perform activities related to the development of this grid and construction of electric grid facilities included in the Unified National (All-Russian) Power Grid in accordance with the procedure established by article 42 of this Federal Law. The above-mentioned activities shall include measures aimed at eliminating technological constraints on electricity flows among the regions of the Russian Federation and developing the transmission capacity of electric grids to ensure capacity distribution by power plants. Such measures shall be financed using proprietary and raised funds of the Unified National (All-Russian) Power Grid management organization, as well as any other sources not prohibited by law.

For development purposes the Unified National (All-Russian) Power Grid the Unified National (All-Russian) Power Grid management organization shall develop the long-term models and programs of development of Unified National (All-Russian) Power Grid approved in accordance with the procedure established by the Government of the Russian Federation. For the purposes of organizing the technical and technological measures for the development of the Unified Power System of Russia to be taken by the system operator it shall participate in developing and agreeing the above-mentioned models and programs.

Regulation of the investing activities of the Unified National (All-Russian) Power Grid management organization, including the approval of long-term models and programs of development of Unified National (All-Russian) Power Grid, capital investment plans and their enforcement, shall be carried out by the federal executive bodies in accordance with the procedure defined by the Government of the Russian Federation.

2. Any entities, in addition to the Unified National (All-Russian) Power Grid management organization, shall be entitled to build transmission lines in accordance with the procedure established by article 42 of this Federal Law. Entities involved in such construction shall have the right to the engineering connection of built transmission lines to the existing electric grids in accordance with article 26 of this Federal Law.

Chapter 4. DISPATCHING ADMINISTRATION

IN THE ELECTRIC POWER INDUSTRY

Article 11. System of Dispatching Administration in the Electric Power Industry

1. The system of dispatching administration in the electric power industry shall include a set of measures related to the centralized management of process conditions of power facilities and power receiving units of consumers within the Unified Power System of Russia and technologically isolated territorial electric power systems by the dispatching administrators authorized to take the above-mentioned measures in accordance with the procedure established by this Federal Law.

2. The goal of the system of dispatching administration in the electric power industry shall be ensuring reliable power supply and quality of electricity which comply with the requirements of technical regulations and other mandatory requirements established by other regulations and taking measures to secure the fulfillment of obligations of the electric power industry’s entities under agreements executed in the wholesale and retail markets.

3. Dispatching administration shall be carried out by nuclear power plants in accordance with the provisions of this chapter, as well as the specific features provided for by the federal laws and other regulations of the Russian Federation in the area of nuclear power use.

Article 12. Dispatching administrators

In accordance with Federal Law No. 250-FZ of November 4, 2007 three-hundred and sixty-five days after the above-mentioned law comes into force paragraph 1 of article 12 shall be amended to read as follows:

"1. Dispatching administrators in the electric power industry shall be as follows:

system operator – a specialized organization which solely carries out centralized dispatching administration within the Unified Power System of Russia and is authorized to give dispatching commands and instructions binding upon the electric power industry’s entities and electricity consumers affecting the electric mode of operation of the power system, including electricity consumers with controlled load;

other dispatching administrators in the electric power industry – organizations which carry out dispatching administration in the electric power industry within technologically isolated territorial electric power systems and are authorized to give dispatching commands and instructions binding upon the electric power industry’s entities and electricity consumers with controlled load within the areas of dispatching responsibility of appropriate dispatching administrators in the electric power industry."

1. Dispatching administrators shall be as follows:

system operator of the Unified Power System of Russia (hereinafter the "system operator") - a specialized organization which solely manages the process conditions of electric power facilities and is authorized to give dispatching commands and instructions binding upon all dispatching administrators, electric power industry’s entities and electricity consumers with controlled load;

other dispatching administrators (entities and individuals) authorized to give dispatching commands and instructions binding upon all lower-level dispatching administrators, electric power industry’s entities and electricity consumers with controlled load within the areas of dispatching responsibility of appropriate dispatching administrators whose activity is performed under agreements with the system operator and other dispatching administrators and is subject to dispatching commands and instructions from upper-level dispatching administrators.

2. The list of entities which carry out dispatching administration in the electric power industry, their structure and areas of dispatching responsibility shall be defined by the rules of dispatching administration approved by the Government of the Russian Federation.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

This sub-paragraph became null and void. – Federal Law No. 250-FZ of November 4, 2007.

Paragraph 3 of article 12 shall come into force on July 1, 2008 (Article 47 hereof).

3. The system operator shall be an open joint-stock company. The stake held by the Russian Federation in the authorized capital of the system operator during the restructuring of Unified Energy System of Russia may not be less than 52 percent. Before the completion of restructuring the stake held by the Russian Federation shall be increased to 100 percent of the authorized capital of the system operator using the methods provided for by the laws of the Russian Federation. The characteristics of creation of the system operator shall be defined by the Federal Law "On Specific Features of Functioning of the electric power industry During the Transitional Period and on Introduction of Amendments into Certain Legislative Acts of the Russian Federation and on Recognizing Certain Legislative Acts of the Russian Federation to Have Lost Their Force in Connection with the Adoption of the Federal Law 'On the Electric Power Industry'".

(paragraph 3 as amended by Federal Law No. 250-FZ of November 4, 2007)

The restrictions imposed on the groups of entities, affiliates of the Unified National (All-Russian) Power Grid management organization and the system operator by paragraph 4 of article 12 of this Federal Law shall come into force on July 1, 2008 (Article 47 hereof).

4. The system operator and its affiliates, groups of entities shall be prohibited from performing activities related to the purchase and sale of electricity, with the exception of purchase and sale of electricity (capacity) for the purposes of engineering support for joint operation of the Russian electric power system and the electric power systems of foreign countries.

(paragraph 4 as amended by Federal Law No. 250-FZ of November 4, 2007)

Article 13. Fundamental Principles of Dispatching Administration in the Electric Power Industry

1. The fundamental principles of dispatching administration in the electric power industry shall be as follows:

ensuring balance between electricity generation and consumption;

In accordance with Federal Law No. 250-FZ of November 4, 2007 three-hundred and sixty-five days after the above-mentioned law comes into force subparagraph three of paragraph 1 of article 13 shall be deemed null and void.

obeyance of lower-level dispatching administrators to the dispatching commands and instructions from upper-level dispatching administrators;

unconditional execution by the electric power industry’s entities and electricity consumers with controlled load of instructions from dispatching administrators concerning the regulation of process conditions of electric power facilities (dispatching commands and instructions);

implementation of measures aimed at ensuring secure functioning of the electric power industry and prevention of emergencies;

implementation of measures aimed at ensuring standard power reserve in the Unified Power System of Russia;

ensuring long-term and short-term forecasting of electricity generation and consumption volume;

prioritizing cogeneration modes in the autumn/winter period of regulation of generating equipment operation modes;

cost effectiveness of dispatching commands and instructions based on the optimization of modes of operation of the Unified Power System of Russia and technologically isolated territorial electric power systems based on the criterion of minimization of cumulative costs of electricity buyers;

responsibility of dispatching administrators and their executives to the wholesale and retail market participants for the outcome of actions breaching the laws of the Russian Federation, the procedure of dispatching administration in the electric power industry and the wholesale market rules approved by the Government of the Russian Federation.

The procedure for the implementation of the above-mentioned principles shall be defined by this Federal Law, as well as the wholesale market rules and other regulations approved by the Government of the Russian Federation.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The criteria and procedure for assessing the cost effectiveness of dispatching commands and instructions of the system operator and other dispatching administrators shall be established by the wholesale market rules approved by the Government of the Russian Federation.

Ensuring reliable power supply and cost effectiveness of dispatching commands and instructions shall be a priority for dispatching administration in the electric power industry. A condition for any actions of the system operator and other dispatching administrators shall be selecting the most cost effective solution which ensures secure and accident-free functioning of the engineering infrastructure of the electric power industry and quality of electricity which comply with the requirements of technical regulations and other mandatory requirements established by other regulations.

Article 14. Function of Dispatching administrators

1. The system operator shall:

ensure compliance with the established parameters of reliable functioning of the Unified Power System of Russia and quality of electricity;

manage the process conditions of electric power facilities in accordance with the procedure established by the wholesale market rules approved by the Government of the Russian Federation;

participate in organizing activities related to the forecasting of generation and consumption volume in the domain of the electric power industry, forecast generation and consumption volume in the domain of the electric power industry and participate in the formation of production power reserve;

develop and submit measures, process flow diagrams and programs of development of the Unified Power System of Russia to the duly authorized federal executive body along with the Unified National (All-Russian) Power Grid management organization and participate in their implementation;

provide concurrence for the suspension for maintenance and decommissioning of electric grid facilities and electricity and heat generation facilities, as well as their activation after maintenance and commissioning;

give binding dispatching commands and instructions related to the performance of system operator functions to the electric power industry’s entities and electricity consumers with controlled load;

develop optimal daily schedules of the power plants and electric grids of the Unified Power System of Russia;

control electrical frequency, ensure the functioning of the automatic electrical frequency and power control system, system and automatic protective devices;

organize and manage the modes of parallel operation of the Russian electric power system and the electric power systems of foreign countries, including the purchase and sale of electricity (capacity) for the purposes of engineering support for joint operation of the Russian electric power system and the electric power systems of foreign countries in accordance with the procedure established by the wholesale market rules;

participate in the formation and provision in the connection of the electric power industry’s entities to the Unified National (All-Russian) Power Grid and territorial distribution networks of engineering requirements ensuring their operation as part of the Unified Power System of Russia;

participate in the exercise of control by the duly authorized federal executive bodies over the technical condition of electric power facilities and power receiving devices of electricity consumers affecting the reliability and safety of functioning of the Unified Power System of Russia;

organize the selection of providers of system reliability services, services related to ensuring the emergency recovery of the Unified Power System of Russia, payment for such services, as well as the execution of agreements and payment for services related to the formation of engineering capacity reserve for the purposes of ensuring reliable functioning of the Unified Power System of Russia in accordance with the procedure established by the Government of the Russian Federation.

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

In accordance with Federal Law No. 250-FZ of November 4, 2007 three-hundred and sixty-five days after the above-mentioned law comes into force paragraph 2 of article 14 shall be amended to read as follows:

"2. Dispatching administrators in technologically isolated territorial electric power systems shall carry out dispatching administration in the electric power industry within their respective areas of dispatching responsibility. Within the above-mentioned areas they shall be entitled to adopt decisions in the form of dispatching commands and instructions related to the performance of functions concerning dispatching administration in the electric power industry, which shall be binding upon the electric power industry’s entities and electricity consumers with controlled load."

2. Specialized dispatching administrators of lower level than the system operator shall carry out dispatching administration in the electric power industry within their respective areas of dispatching responsibility. Within the above-mentioned areas they shall be entitled to adopt decisions in the form of dispatching commands and instructions related to the performance of functions concerning dispatching administration, which shall be binding upon the electric power industry’s entities and electricity consumers with controlled load. Dispatching commands and instructions from upper-level dispatching administrators shall be binding upon lower-level dispatching administrators.

3. Electric power industry’s entities shall be entitled not to execute dispatching commands and instructions, if their execution poses a threat to human lives, undamaged condition of equipment or leads to the violation of limits and conditions of safe operation of nuclear power plants.

Article 15. Emergency Electric Power System Modes

When emergency electric power system modes (modes which are characterized by parameters beyond the requirements of technical regulations and may cause damage to equipment and significant constraints in electricity and heat supply) occur, a special procedure of dispatching administration in the electric power industry shall apply. The characteristics of dispatching administration in emergency electric power system modes and the relevant duties of the electric power industry’s entities shall be established by the rules of dispatching administration in the electric power industry approved by the Government of the Russian Federation.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Article 16. Provision of Services Related to Dispatching Administration in the Electric Power Industry

1. The system operator (in technologically isolated territorial electric power systems, a dispatching administrator in the electric power industry defined by the Government of the Russian Federation) shall provide on a contractual basis for a fee services related to dispatching administration in the electric power industry to the electric power industry’s entities and electricity consumers.

The Government of the Russian Federation shall establish the criteria and procedure for classifying the electric power industry’s entities and electricity consumers as persons subject to the receipt of such mandatory services, as well as the foundations of pricing and the procedure for payment for the above-mentioned services which shall include, but not be limited to, the following services:

management of process conditions of electric power facilities and power receiving devices of electricity consumers, as well as ensuring the functioning of engineering infrastructure of the wholesale and retail markets;

ensuring the reliable functioning of the electric power industry by organizing the selection of providers of system reliability services, services related to ensuring the emergency recovery of the Unified Power System of Russia, services related to the formation of engineering capacity reserve.

Electric power industry’s entities and electricity consumers, if the process conditions and operating condition of their electric power facilities or power receiving devices affect the electric mode of operation of the power system, shall enter into no-pay agreements with the system operator (in technologically isolated territorial electric power systems, with any other dispatching administrator in the electric power industry) which shall establish the procedure for technological interaction between the system operator or any other dispatching administrator in the electric power industry and the above-mentioned electric power industry’s entities and electricity consumers for the purposes of ensuring the reliable functioning of the Unified Power System of Russia (technologically isolated territorial electric power systems).

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The execution of agreements for the provision of services related to dispatching administration in the electric power industry by and between the electric power industry’s entities and electricity consumers classified as persons subject to the receipt of mandatory services in accordance with paragraph 1 of this article and the system operator shall be binding upon both parties; the system operator shall not be entitled to reject the execution of such agreement. The agreement for the provision of such services shall be entered into by and between the electric power industry’s entities and electricity consumers before the execution of the agreement for the provision of electricity transmission services between them and the Unified National (All-Russian) Power Grid management organization.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Electric power industry’s entities and electricity consumers shall be liable for the violation of the established procedure for the execution of dispatching commands and instructions from dispatching administrators in accordance with the laws of the Russian Federation.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

3. Became null and void. – Federal Law No. 250-FZ of November 4, 2007.

4. Activities related to dispatching administration in the electric power industry shall be performed in a natural monopoly environment and regulated in accordance with the laws on natural monopolies and Articles 20 and 25 of this Federal Law.

Article 17. Dispatching Administration System Control

1. Control of the dispatching administration system shall be exercised by:

the federal executive body authorized by the Government of the Russian Federation, which shall be entitled to file a claim in court for depriving controllers who are individuals and violate the procedure for dispatching administration in the electric power industry of the opportunity to perform their professional activities in the area of dispatching administration;

the Market Council within control of the system operator's compliance with the requirements established by the wholesale market rules.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

2. If the Market Council discovers any violations of the procedure for dispatching administration in the electric power industry by dispatching administrators, the Market Council shall notify thereof the proper federal executive body.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

3. The executives of dispatching administrators shall assume liability as provided for by the laws of the Russian Federation in case of violation of the procedure for dispatching administration in the electric power industry.

Article 18. Civil Liability of Dispatching Administrators

1. Dispatching administrators shall bear limited liability for any acts (omissions) which negatively affect the electric power industry’s entities and electricity consumers within the limits established by this Federal Law.

2. Dispatching administrators which act within their authority shall not be liable for the losses inflicted on by the electric power industry’s entities and electricity consumers. Losses inflicted on the electric power industry’s entities and electricity consumers the acts (omissions) by dispatching administrators which act within their authority shall be reimbursed as specified in the agreements executed in accordance with the wholesale market rules and the principal provisions of functioning of retail markets.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Any loss inflicted on the electric power industry’s entities and electricity consumers by the acts (omissions) by dispatching administrators which exceed their authority shall be reimbursed under the civil law in accordance with the procedure envisioning full reimbursement of real damage and the reimbursement of lost profit if it is proved in court that the above-mentioned acts (omissions) are performed intentionally or through gross negligence.

3. For the purposes of protecting the property interests of the electric power industry’s entities and electricity consumers from the acts (omissions) specified in Paragraph 2 of this article, the system operator and other dispatching administrators in technologically isolated territorial electric power systems shall be obliged to insure the risk of liability for the infliction of damage on the electric power industry’s entities and electricity consumers as a result of acts (omissions) by the system operator or other dispatching administrators in technologically isolated territorial electric power systems, respectively, and shall be entitled to insure the risk of liability for breaching the agreements for the provision of services related to dispatching administration in the electric power industry and agreements for technological interaction for the purposes of ensuring the reliable functioning of the Unified Power System of Russia and technologically isolated territorial electric power system in accordance with the laws of the Russian Federation on insurance activities. The limit on funds intended for the above-mentioned insurance shall be defined in accordance with the federal laws and shall be included in the fee for services related to dispatching administration in the electric power industry. These funds shall be used for strictly defined purposes and may be spent only as payment of insurance premium in connection with insurance against the risk of inflicting damage on the electric power industry’s entities and electricity consumers and the risk of liability for breaching the agreements for provision of services related to dispatching administration in the electric power industry and agreements for technological interaction for the purposes of ensuring the reliable functioning of the Unified Power System of Russia.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

The insurance organization shall be defined in a public tendering process.

4. To protect their property interests from the acts (omissions) specified in Paragraph 2 of this article, the electric power industry’s entities and electricity consumers shall be entitled to additional voluntary insurance against their entrepreneurial risks.

Article 19. Dispatching Administration in Technologically Isolated Territorial Electric Power Systems

Dispatching administration in technologically isolated territorial electric power systems the list of which shall be approved in accordance with this Federal Law shall be carried out by dispatching administrators functioning within these systems without the system operator. The list of such administrators and the procedure for dispatching administration in the above-mentioned systems shall be defined by the Government of the Russian Federation.

Chapter 5. SYSTEM OF GOVERNMENT REGULATION 

AND CONTROL IN THE ELECTRIC POWER INDUSTRY

Article 20. Principles and Methods of Government regulation and Control in the Electric Power Industry

1. The fundamental principles of government regulation and control in the electric power industry shall be as follows:

ensuring the integrity of technological management of the Unified Power System of Russia, reliable and secure functioning of the Unified Power System of Russia and technologically isolated territorial electric power systems;

efficient management of government-owned property in the electric power industry;

achieving balance among the economic interests of suppliers and electricity consumers;

ensuring that electricity and heat is affordable for consumers and protecting their rights;

ensuring social protection of citizens of the Russian Federation against an unreasonable increase in electricity and heat prices (tariffs);

creating necessary conditions for attracting investments for the purposes of development and functioning of the Russian electric power system;

developing a competitive electricity market and restricting the monopolistic activity of certain electric power industry’s entities;

ensuring non-discriminatory access to the services of natural monopolies in the electric power industry and the services of commercial infrastructure organizations of the wholesale market;

(as amended by Federal Law No. 250-FZ of November 4, 2007)

maintaining government regulation in those areas of the electric power industry which lack or have limited conditions for competition;

(as amended by Federal Law No. 250-FZ of November 4, 2007)

ensuring access for electricity consumers to information about the functioning of the wholesale and retail markets, as well as the activities of the electric power industry’s entities;

ensuring environmental security of the electric power industry;

(this sub-paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

the economic feasibility of payment for the capacity of generation facilities of suppliers with regard to ensuring electricity and heat generation.

(this sub-paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

2. The following methods of government regulation and control shall apply in the electric power industry:

government regulation and control in those areas of the electric power industry which are classified by the laws of the Russian Federation as the areas of activity of natural monopolies exercised in accordance with the laws on natural monopolies, including the regulation of investing activities of natural monopolies in the electric power industry;

government regulation of the prices of (tariffs for) certain types of products (services) the list of which shall be defined by the federal laws;

government antimonopoly regulation and control, including the establishment of common rules of access to electric grids and electricity transmission services in the Russian Federation;

management of government-owned property in the electric power industry;

licensing of certain types of activity in the domain of the electric power industry provided for by the laws of the Russian Federation;

technical regulation in the electric power industry;

government control (supervision) of the electric power industry’s entities' compliance with the requirements of this Federal Law and other regulations governing relations in the domain of the electric power industry, including technical regulations establishing the requirements for safe operation of electricity and heat generation facilities;

government control (supervision) of the electric power industry’s entities' compliance with the laws on environmental protection and other regulations governing the issues of environmental security.

(this sub-paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

3. Government regulation of electricity and heat prices (tariffs) prior to the day on which this Federal Law enters into force in full shall be carried out in accordance with the laws on government regulation of electricity and heat tariffs, this Federal Law, the laws on natural monopolies, other federal laws.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Prior to the day on which this Federal Law enters into force in full, for the purposes of government regulation of the electricity price (tariff) level the Government of the Russian Federation shall draft the federal law on the federal budget for the next fiscal year and simultaneously approve electricity price (tariff) limits for the year for consumers and allocate prices (tariffs) for households. The above-mentioned price (tariff) limits set by the Government of the Russian Federation may be broken down by calendar date or consumer category adjusted for regional and other peculiarities.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Prior to the day on which this Federal Law enters into force in full, the standards of this Federal Law shall apply to the government regulation of electricity and heat prices (tariffs) to the extent that they are not governed by the laws on the government regulation of electricity and heat tariffs.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Article 21. Authority of the Government of the Russian Federation, Federal Executive Bodies and Executive Bodies of the Constituent Entities of the Russian Federation in the Area of Government regulation and Control in the Electric Power Industry

(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. The Government of the Russian Federation in accordance with the laws of the Russian Federation on the electric power industry shall:

establish the criteria and procedure for including electric grid facilities in the Unified National (All-Russian) Power Grid;

approve the wholesale market rules and the principal provisions of functioning of retail markets;

define the procedure and conditions for the construction of and funding for electric power facilities, the procedure for suspension for maintenance and decommissioning of electric power facilities;

approve the procedure for development, obtainment of concurrence for and approval of the long-term models and programs of development of Unified National (All-Russian) Power Grid;

establish the procedure for the engineering connection of power receiving devices of corporate entities and individuals to electric grids;

approve the rules of non-discriminatory access to electricity transmission services, services related to dispatching administration in the electric power industry and services provided by commercial infrastructure organizations, the rules of provision of such services;

define the procedure for interaction between dispatching administrators in the electric power industry and grid entities which carry out process administration;

establish the rules of provision of system reliability services, services related to ensuring the emergency recovery of the Unified Power System of Russia, services related to the formation of engineering capacity reserve;

establish the criteria and procedure for classifying the electric power industry’s entities and electricity consumers as persons subject to the mandatory receipt of services related to dispatching administration in the electric power industry;

establish the criteria for classifying the electric power industry’s entities in the authorized capitals of which the government participates and grid entities as entities whose investment programs (including the sources of finance) are approved by the duly authorized federal executive body and/or executive bodies of the constituent entities of the Russian Federation, and the procedure for approval (including the procedure for obtaining concurrence from the executive bodies of the constituent entities of the Russian Federation) of their investment programs and control of implementation of such programs;

approve the rules of antimonopoly regulation and control in the electric power industry;

define the characteristics of enforced unbundling of business entities performing monopolistic activities in the domain of the electric power industry;

approve sample electricity purchase and sale (power supply) agreements with consumers;

define the material terms and conditions of agreements for the procedure of use with the Unified National (All-Russian) Power Grid management organization of electric grid facilities owned by the possessors or other legal owners and included in the Unified National (All-Russian) Power Grid;

approve the procedure for full and/or partial limitation of the mode of electricity consumption, including its level, in case of breach of obligations by electricity consumers (including in respect of certain consumer categories to which a special procedure for the provision of collateral securing electricity payment obligations may apply), as well as in case of the need for taking urgent action to prevent or respond to emergencies;

approve the rules of dispatching administration in the electric power industry, including the list of technologically isolated territorial electric power systems, the list of dispatching administrators in the above-mentioned systems and the procedure for dispatching administration therein;

approve the rules of execution and performance of public agreements in the wholesale and retail markets;

take measures for the social protection of certain categories of citizens, including approval of the procedure for the provision to such citizens of collateral securing the obligations for payment for electricity in accordance with the budget laws of the Russian Federation;

approve the foundations of pricing in the area of regulated prices (tariffs) in the electric power industry defining the principles and methods of calculation of prices (tariffs) in the electric power industry, including the criteria for assessing the effectiveness of costs included in the above-mentioned prices (tariffs) and defining the level of return on the investment used in the areas of activity of the electric power industry’s entities to which the government regulation of prices (tariffs) applies, the procedure for recording of performance of the electric power industry’s entities in the period of validity of previously approved prices (tariffs);

approve the rules of government regulation (revision, application) of prices (tariffs) in the electric power industry, including the period of consideration of the issue of their establishment, complete list of documentation to be submitted, the procedure for mandatory review of proposals and collegial decision-making;

define the procedure for settling disputes related to the establishment and application of the engineering connection fee and/or tariff rates established by the governmental price (tariff) regulatory authorities for the purposes of determining the amount of such fee (standardized tariff rates);

establish the procedure for submission of price bids by the wholesale market participants, the procedure for their selection and determination of the equilibrium price of the wholesale market adjusted for the characteristics of its price zones;

approve the rules of and procedure for the operation of guaranteeing suppliers;

approve the procedure for the provision of interconnections, including the methods of mutual settlements related to the management of relations in the area of electricity transmission;

approve the procedure for accident investigation in the electric power industry;

approve the procedure for the creation and functioning of power supply security centers for the purposes of preventing the interruption of supply for reasons beyond the control of the electric power industry’s entities, which is caused, in addition to other reasons, by natural hazards or other emergencies;

define and change the boundaries of the wholesale market price zones adjusted for the engineering and system constraints of the Unified Power System of Russia;

establish the rules of mandatory separate accounting by type of activity in the electric power industry;

define the procedure for establishing long-term parameters for the regulation of activities of entities in those areas of electric power industry which are classified as the areas of activity of natural monopolies in accordance with the laws of the Russian Federation and/or the prices of (tariffs for) certain types of products (services) which are subject to regulation in conformity with the list defined by the federal laws;

define the principal areas of government policy in the domain of energy conservation;

approve the principal areas of government policy in the domain of increasing energy efficiency of the electric power industry containing the target generation and consumption of electricity using renewable energy as a percentage of the total balance of electricity generation and consumption; the plan or program of action for achieving the above-mentioned targets;

establish the rules, criteria and procedure for certifying a generation facility using renewable energy as a facility which meets the targets established in accordance with the principal areas of government policy in the domain of increasing energy efficiency of the electric power industry (hereinafter the "certified generation facilities using renewable energy"). Generation facilities using renewable energy shall also include cogeneration facilities if the above-mentioned facilities use renewable energy for the generation of electricity and heat;

support the use of renewable energy and encourage the use of energy-efficient technologies in accordance with the budget laws of the Russian Federation;

approve the criteria for granting subsidies from the federal budget as compensation for the cost of engineering connection of generation facilities with installed generating capacity of not more than 25 MW recognized in accordance with the provisions of paragraph 3 of article 33 of this Federal Law as certified facilities using renewable energy to the persons which own such facilities beneficially or as otherwise provided for by law.

The Government of the Russian Federation shall allocate authority in the area of government regulation and control in the electric power industry provided for by paragraph 2 of this article among federal executive bodies.

2. The Government of the Russian Federation or the federal executive bodies authorized thereby shall:

prepare the programs of future development of the electric power industry, including the public power sector, adjusted for the requirements for ensuring the security of the Russian Federation based on the forecast of its socio-economic development;

form and ensure the functioning of the government system of long-term forecasting of demand and supply in the wholesale and retail markets, including fuel and energy balance forecast, and develop the system of measures aimed at meeting the economic needs for electricity and heat;

perform the government regulation and exercise control of activities of natural monopolies in the electric power industry, specifically duly regulate access to the services of natural monopolies in the electric power industry and establish the standards for information disclosure by natural monopolies in the electric power industry;

perform the government regulation of prices (tariffs) in the electric power industry, specifically set (lower and/or upper) limits, with the exception of prices (tariffs) whose government regulation in accordance with the federal laws is performed by the executive bodies of the constituent entities of the Russian Federation;

control the application of government-regulated prices (tariffs) in the electric power industry and the inspections of business activities of entities operating in the area of regulated pricing with regard to the reasonableness of the amount and correctness of application of the above-mentioned prices (tariffs);

establish the procedure for determination of the amount and payment for services related to dispatching administration in the electric power industry;

establish the procedure for determining the amount of a fee for engineering connection to electric grids, including the set of standardized tariff rates used to determine the engineering connection fee, and the procedure for determining the tariffs for electricity transmission services, including differentiation criteria and/or the characteristics of pricing for certain categories of electricity and heat consumers;

establish a fee for engineering connection to the Unified National (All-Russian) Power Grid and/or standardized tariff rates determining the amount thereof;

perform antimonopoly regulation and exercise control;

manage government-owned property in the electric power industry;

license certain types of activity in the electric power industry;

control whether the wholesale and retail market participants comply with the requirements of laws of the Russian Federation;

approve common certification requirements for entities performing professional activities related to dispatching administration in the electric power industry and certify them;

control the system of dispatching administration in the electric power industry, specifically develop and approve the procedure for determining the insurance risks of dispatching administrators in the electric power industry;

control the activities of commercial infrastructure organizations;

define the conditions and procedure for maintaining power reserves, as well as the mechanisms of reimbursing the owners of power reserves for the costs concerned;

define the sources and methods of attracting investments contributed by the Russian Federation to the development of the electric power industry;

approve the investment programs of the electric power industry’s entities in whose authorized capitals the government participates, as well as the investment programs of territorial grid entities classified as entities whose investment programs are approved and controlled by the duly authorized federal executive body;

control the implementation of the investment programs of the electric power industry’s entities in accordance with the procedure established by the Government of the Russian Federation;

approve, for tariff regulation purposes, the rules of determining the value of assets and invested capital using counterpart comparison methods, the rules of their separate accounting applicable to the performance of activities regulated using the rate of return on investment;

approve the methods for determination and the procedure for compensation of electricity losses in electric grids, as well as the standards of such losses in establishing the amount of a fee for the electricity transmission services concerned;

participate in the procedure for appointment or replacement of guaranteeing suppliers and determination or alteration of boundaries of their areas of activity and approve the results of appointment or replacement of guaranteeing suppliers and determination or alteration of boundaries of their areas of activity as provided for by the principal provisions of functioning of retail markets;

approve the procedure for maintaining the register of issuance of and payment for the certificates confirming the amount of electricity produced by certified generation facilities using renewable energy;

establish an increment to determine the price of electricity produced by certified generation facilities using renewable energy, which shall be added to the equilibrium price of the wholesale market;

establish the purchasable amount of electricity produced by certified generation facilities using renewable energy, which shall be binding upon the buyers of electricity in the wholesale market;

create a publicly available system of information disclosure in the wholesale and retail markets;

approve the standards of disclosure of information by the wholesale and retail market participants to consumers, including information about their products, income and costs by type of activity in the electric power industry, and enforce these standards;

keep governmental accounting records of the electric power industry’s entities;

determine the minimum amount of equity of power sales entities;

exercise engineering control and supervision in the electric power industry;

exercise environmental control and supervision in the electric power industry;

approve the list of data to be provided by the electric power industry’s entities, the forms of and procedure for its provision.

Federal executive bodies shall be entitled to enact regulations on the issues of government regulation and control in the electric power industry only as provided for by the federal laws and regulations of the Government of the Russian Federation.

3. Within the authority provided for by this article the federal executive bodies shall be entitled to:

deliver to corporate entities and individuals binding instructions for the performance of actions envisioned by the laws of the Russian Federation on the electric power industry, the termination of violation of the laws of the Russian Federation on the electric power industry, including the elimination of their consequences; the execution of agreements which shall be binding as provided for by the laws of the Russian Federation on the electric power industry;

deliver to the executive bodies of the constituent entities of the Russian Federation and local government bodies binding instructions for the termination of violation of the laws of the Russian Federation on the electric power industry;

request from the electric power industry’s entities information concerning the occurrence of accidents, changes in or violations of engineering processes, as well as the breakdown of plant and equipment, which may cause damage to the life or health of citizens, environment and property of citizens and/or corporate entities;

consider complaints from the suppliers and buyers of electricity and heat of the violation of their rights and legal interests through any act (omission) of any other electric power industry’s entities and request information, documents and other evidence of such violation;

exercise control of the application of the engineering connection fee and/or standardized tariff rates determining the amount of this fee, including dispute settlement;

take prosecution measures against the violation of the laws of the Russian Federation on the electric power industry and exercise any other authority provided for by the laws of the Russian Federation on administrative offence, the laws of the Russian Federation on the licensing of certain types of activity and the laws of the Russian Federation on environmental protection;

file a claim in court and participate in court proceedings related to the violation of the laws of the Russian Federation on the electric power industry.

4. The executive bodies of the constituent entities of the Russian Federation shall be authorized to perform government regulation and exercise control in the electric power industry in accordance with this Federal Law and other federal laws, as well as the decrees of the President of the Russian Federation and regulations of the Government of the Russian Federation.

The executive bodies of the constituent entities of the Russian Federation shall exercise the following authority:

control the activity of guaranteeing suppliers with regard to ensuring reliable power supply to households;

set the markups of guaranteeing suppliers;

approve the investment programs of the electric power industry’s entities in whose authorized capitals the government participates, the investment programs of territorial grid entities classified as entities whose investment programs are approved and controlled by the executive bodies of the constituent entities of the Russian Federation and control the implementation of such programs;

provide concurrence for the investment programs of territorial grid entities classified as entities whose investment programs are approved and controlled by the federal executive bodies and control the implementation of such programs;

establish the prices of (tariffs for) services related to electricity transmission via territorial distribution networks within the (lower and/or upper) limits on the prices of (tariffs for) services related to electricity transmission via territorial distribution networks established by the federal executive body;

establish an engineering connection fee and/or standardized tariff rates determining the amount of this fee for territorial grid entities;

control the application of the engineering connection fee and/or standardized tariff rates determining the amount of this fee by territorial grid entities, including dispute settlement, in accordance with the procedure established by the Government of the Russian Federation;

establish heat tariffs, with the exception of tariffs for heat produced by cogeneration facilities;

establish tariffs for heat produced by cogeneration facilities within the (lower and/or upper) limits on the tariffs for heat produced by cogeneration facilities established by the federal executive body;

provide concurrence for the use of water resources of hydraulic power plants located in the constituent entities of the Russian Federation concerned;

provide concurrence for the siting of electric power facilities in the constituent entities of the Russian Federation concerned;

participate in the appointment or replacement of guaranteeing suppliers and determination or alteration of boundaries of their areas of activity in accordance with the procedure established by the principal provisions of functioning of retail markets;

control the application of electricity and heat prices (tariffs) regulated by the executive bodies of the constituent entities of the Russian Federation;

establish power supply security centers and ensure their functioning.

Decision on establishing for territorial grid entities a tariff which is higher than the (upper) limit deriving from the amounts of investment programs of the electric power industry’s entities approved in accordance with the procedure defined by the Government of the Russian Federation shall be adopted by the executive body of a constituent entity of the Russian Federation at its sole discretion and shall not require concurrence from the federal executive body in the area of tariff regulation.

Any decision adopted by the executive body of a constituent entity of the Russian Federation and exceeding the authority established by the foundations of pricing in the domain of regulated prices (tariffs) in the electric power industry and the rules of government regulation (revision, application) of prices (tariffs) in the electric power industry shall be canceled in accordance with the procedure established by the Government of the Russian Federation.

The head of the executive body of a constituent entity of the Russian Federation performing government regulation in the electric power industry shall be appointed and dismissed from office upon agreement with the federal executive body concerned.

The executive body of a constituent entity of the Russian Federation in accordance with the law of a constituent entity of the Russian Federation shall be entitled to delegate to local government bodies authority for government regulation of heat tariffs (with the exception of heat produced by cogeneration facilities) distributed by the source of heat ensuring heat supply to the heat consumers located in the same municipality.

Any decision adopted by a local government body pursuant to the authority delegated in accordance with this article and contradicting the laws of the Russian Federation on the electric power industry or exceeding the established authority shall be canceled by the appropriate executive body of a constituent entity of the Russian Federation in accordance with the procedure established by the Government of the Russian Federation.

Article 22. Government regulation and Control in the Areas of Natural Monopolies in the Electric Power Industry

1. Activities related to the transmission of electricity and heat and dispatching administration in the electric power industry performed in a natural monopoly environment shall be subject to government regulation and control in accordance with the laws on natural monopolies and this Federal Law.

2. Natural monopolies in the electric power industry shall be obliged to publish in mass media data about its activities in accordance with the information disclosure standards approved by the Government of the Russian Federation.

Article 23. Government regulation of Prices (Tariffs) in the Electric Power Industry

1. The government regulation of prices (tariffs) in the electric power industry shall ensure achieving balance among the economic interests of the suppliers and consumers of electricity and heat which shall secure the affordability of the above-mentioned types of energy and full return on the capital invested and used in the areas of activity of the electric power industry’s entities to which the government regulation of prices (tariffs) applies adjusted for the economically feasible rate of return on investment provided that the assets and capital invested and used for their creation applied in the above-mentioned areas of activity are accounted for separately for the purposes of such regulation.

The methods of calculation and determination of the rate of return on capital invested and used in the areas of activity of the electric power industry’s entities to which the government regulation of prices (tariffs) applies shall be defined in accordance with the procedure established by the Government of the Russian Federation.

The government regulation of prices (tariffs) in the electric power industry may be performed based on the long-term parameters of regulation of activities of the entities concerned for a period of not less than five years (for a period of not less than three years in case of the first setting of the above-mentioned prices (tariffs) or price (tariff) limits) in accordance with the procedure established by the Government of the Russian Federation.

The long-term parameters of government regulation of prices (tariffs) in the electric power industry shall also include the level of reliability and quality of the above-mentioned goods (services) corresponding to the long-term investment programs of regulated entities, changes in expenses in connection with the supplies of the goods (services) concerned, the amount of invested capital, the rate of return, payback period and other parameters.

Other long-term regulation parameters received using the counterpart comparison method and other methods may apply for the purposes of such regulation.

When preferential electricity and heat prices (tariffs) envisioned by the laws of the Russian Federation are established for certain consumers, an increase in electricity and heat prices (tariffs) for other consumers shall not be permitted.

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. Government regulation in the electric power industry shall apply to:

the prices of (tariffs for) electricity and heat supplied in the absence of competition, which may be regulated as provided for by article 27 of this Federal Law;

(lower and/or upper) limits on electricity prices and the prices of (tariffs for) the maximum available generating capacity (as provided for by the laws of the Russian Federation, in accordance with the procedure established by the Government of the Russian Federation);

the prices of (tariffs for) system reliability services and services related to ensuring the emergency recovery of the Unified Power System of Russia (as provided for by the laws of the Russian Federation, in accordance with the procedure established by the Government of the Russian Federation);

the prices of (tariffs for) commercial operator services;

heat prices (tariffs);

the prices of (tariffs for) services related to dispatching administration in the electric power industry and (lower and/or upper) limits on the prices of (tariffs for) the above-mentioned services, as well as to the organization of selection of providers and the pricing mechanism for system reliability services, services related to ensuring the emergency recovery of the Unified Power System of Russia, services related to the formation of engineering capacity reserve as provided for by the Government of the Russian Federation;

the fee for engineering connection to electric grids and/or standardized tariff rates;

the prices of (tariffs for) services related to electricity transmission via electric grids and (lower and/or upper) limits on the prices of (tariffs for) services related to electricity transmission via territorial distribution networks;

the prices of (tariffs for) heat transmission services;

the markups of guaranteeing suppliers.

The above-mentioned prices (tariffs), (lower and/or upper) price (tariff) limits shall be regulated in accordance with the procedure established by the foundations of pricing in the area of regulated prices (tariffs) and the rules of government regulation (revision, application) of prices (tariffs) approved by the Government of the Russian Federation. Regulated prices (tariffs) may be established both in numerical terms and as formulas or the procedure for determining such prices. Amendments made to the above-mentioned rules shall come into force not earlier than six months after the date of their adoption.

The period of validity of the approved prices (tariffs) may not be less than twelve months, with the exception of the prices of (tariffs for) system reliability services. The issue of alteration (revision) of regulated prices (tariffs) shall be considered not more often than semiannually and the appropriate decision shall be adopted (in the absence of grounds for the revision of prices (tariffs) a decision on extending their validity period shall be adopted).

(paragraph 2 as amended by Federal Law No. 250-FZ of November 4, 2007)

3. The list of prices (tariffs) subject to government regulation specified in paragraph 2 of this article shall be complete. The prices of (tariffs for) other types of products (services) in the electric power industry shall be defined upon agreement between the parties and shall not be regulated, with the exception of increments of the tariffs for electricity and heat delivered by power suppliers to consumers (increments of the prices (tariffs) for the consumers of goods and services of public utilities), increments of the tariffs for the goods and services of public utilities which produce goods and services in the area of electricity and/or heat supply, the connection tariffs of these entities and the tariffs for connection to utility infrastructure systems in the area of electricity and/or heat supply set by local government bodies in accordance with the laws of the Russian Federation on the foundations of regulation of public utility tariffs.

(as amended by Federal Law No. 211-FZ of December 30, 2004)

The inspections of business activities of entities performed using regulated prices (tariffs) with regard to the reasonableness of the amount and correctness of application of the above-mentioned prices (tariffs) may be conducted by the governmental price (tariff) regulatory authorities not more often than biannually.

4. In case of violation of the established procedure for the application of government-regulated prices (tariffs) the electric power industry’s entities and other violating entities shall reimburse the losses incurred by other entities as a result of such violation in accordance with the civil laws and assume other liability as provided for by the laws of the Russian Federation.

5. The decisions of the governmental price (tariff) regulatory authorities may be contested in court.

Article 24. Governmental Price (Tariff) Regulatory Authorities

The government regulation of prices (tariffs) shall be performed by the federal executive body regulating natural monopolies and the executive bodies of the constituent entities of the Russian Federation within the authority exercised by them in accordance with the federal laws, the decrees of the President of the Russian Federation and the resolutions of the Government of the Russian Federation.

Article 25. Antimonopoly Regulation and Control in the Wholesale and Retail Markets

(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. Antimonopoly regulation and control in the wholesale and retail markets shall be performed (exercised) by the antimonopoly body in accordance with the antimonopoly laws of the Russian Federation and the regulations of the Government of the Russian Federation adjusted for the characteristics established by this Federal Law and the items of legislation adopted by the federal antimonopoly body in accordance with the regulations of the Government of the Russian Federation.

2. The wholesale and retail markets shall use the system of regular control of their functioning aimed at the timely prevention, identification, restriction and/or suppression of acts (omissions) which result or may result in the prevention, restriction, elimination of competition and/or infringement of interests of the electric power industry’s entities and electricity consumers, including:

agreements (coordinated action) aimed at changing or maintaining electricity (capacity) prices;

unjustified refusal to execute electricity purchase and sale agreement;

unjustified refusal to execute an agreement for the provision of natural monopolistic services when it is technically possible;

creation of discriminatory or favorable conditions for the activities of certain wholesale and retail market participants;

creation of barriers to access to the services of the Market Council and commercial and engineering infrastructure organizations;

possibility of price manipulation in the wholesale and retail markets;

price manipulation in the wholesale and retail markets, specifically using its dominant and/or exceptional position;

abuse of dominant and/or exceptional position in the wholesale and retail markets.

Antimonopoly regulation and control shall apply to:

prices;

the level of economic concentration in the wholesale market;

the reallocation of stakes (shares) in the authorized capitals of the wholesale market participants (specifically through the creation, reorganization and liquidation of entities which are wholesale market participants) and the property of the wholesale market participants;

coordinated action of the wholesale or retail market participants;

actions of the wholesale or retail market participants occupying dominant and/or exceptional position in the above-mentioned markets;

actions of the Market Council and commercial and engineering infrastructure organizations.

The characteristics of regulation and control provided for by this article may be established in accordance with the provisions of this Federal Law, the antimonopoly laws of the Russian Federation, the regulations of the Government of the Russian Federation and the regulations of the federal antimonopoly body adopted in accordance therewith.

3. The position of a business entity (group of entities) shall be recognized as dominant if the installed capacity of its generation equipment or electricity generation using the above-mentioned equipment within the free flow zone boundaries accounts for more than 20 percent, except when it is specified in the proceedings for breach of the antimonopoly laws of the Russian Federation or exercise of control of economic concentration that, although the above-mentioned value is exceeded, the position of a business entity (group of entities) is not dominant.

The position of a business entity (group of entities) may be recognized as dominant if electricity generation or the installed capacity of its generation equipment within the free flow zone boundaries does not account for more than 20 percent and dominant position is established by the antimonopoly body based on the frequency of exceptional position of a business entity (group of entities), the stability and duration of such exceptional position, dominant/non-dominant position in the fuel markets or based on other conditions defined in accordance with the procedure established by the Government of the Russian Federation and related to the movement of electricity and capacity in this free flow zone.

4. The position of a business entity (group of entities) in the free flow zone shall be recognized as exceptional if it allows the business entity (group of entities) to critically affect the equilibrium price of electricity set during a certain period of the wholesale market situation which is characterized by the impossibility of replacing the amount of electricity supplied by this business entity with the amount of electricity supplied by other business entities.

5. The following measures may be applied to the wholesale market participants occupying dominant and/or exceptional position or manipulating and/or having the opportunity to manipulate prices in the wholesale market for the purposes of preventing abuse and avoiding price manipulation in accordance with the procedure defined by the Government of the Russian Federation:

government regulation of prices (tariffs);

restrictions on prices in price bids;

imposition of restriction in the form of a provision for the submission of price acceptance bids only;

obligation of the wholesale market participant to provide the largest possible amount of all electricity and capacity generated using the generation equipment owned thereby to the wholesale market.

6. In accordance with the procedure established by the antimonopoly laws of the Russian Federation adjusted for the characteristics defined by the Government of the Russian Federation a business entity may be unbundled by enforcement if it repeatedly abuses its dominant and/or exceptional position, specifically manipulates prices in the wholesale or retail markets or performs other monopolistic activities.

7. Wholesale and retail market participants (with the exception of electricity consumers that are individuals) shall be obliged to:

ensure that information concerning their activities is provided to the antimonopoly body in accordance with the standards established by the above-mentioned body;

grant the executives of the antimonopoly body unimpaired access to any other information concerning their activities.

8. The federal antimonopoly body shall ensure that commercial infrastructure organizations comply with the procedure for non-discriminatory access to the services rendered thereby.

9. The granting of non-discriminatory access to services related to electricity transmission and dispatching administration in the electric power industry shall be controlled in accordance with this Federal Law, the antimonopoly laws of the Russian Federation and the wholesale market rules approved by the Government of the Russian Federation, the rules of non-discriminatory access to electricity transmission services, services related to dispatching administration in the electric power industry and services rendered by commercial infrastructure organizations.

10. For the purposes of exercising control of competition in the wholesale and retail markets the federal antimonopoly body shall participate in the procedure for providing concurrence for the investment programs of the electric power industry’s entities in whose authorized capitals the government participates and grid entities meeting the criteria (specifically for the amount of assets or volume of provided services) established by the Government of the Russian Federation in accordance with the procedure defined by the Government of the Russian Federation.

Article 26. Regulation of Access to Electric Grids and Electricity Transmission Services

(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. Engineering connection to the electric grid facilities of power receiving devices of electricity consumers, electricity generation facilities and electric grid facilities owned by grid and other entities (hereinafter also "engineering connection") shall be performed in accordance with the procedure established by the Government of the Russian Federation and shall be non-recurrent.

Engineering connection shall be performed under an agreement for engineering connection to electric grid facilities between the grid entity and so requesting person. The above-mentioned agreement shall be a public agreement.

Engineering connection shall be performed within the time limits defined in accordance with the procedure established by the Government of the Russian Federation or the federal executive body authorized thereby. If the development (upgrading) of electric grid facilities and/or construction, rehabilitation of electricity generation facilities are necessary to make engineering connection technically possible and prevent the deterioration of conditions of power supply to the previously connected power receiving devices and/or electric power facilities, the time limits for engineering connection shall be defined based on the investment programs of grid entities and the obligations of generators for the provision of capacity which envision the performance of the above-mentioned activities.

The engineering connection procedure approved by the Government of the Russian Federation shall establish:

the rules for selecting the grid entity owning electric grid facilities with the necessary voltage class in the territory concerned which the persons interested in engineering connection should contact and which shall not be entitled to refuse to provide the engineering connection service to so requesting person and enter into the appropriate agreement;

the engineering connection procedure (including the list of engineering connection activities, the time limits for their performance) and its characteristics in case of connection of power receiving devices of electricity consumers, electricity generation facilities and electric grid facilities owned by grid and other entities;

the rules for execution and performance of engineering connection agreements, including the material terms and conditions of such agreement;

the list of technical conditions for the engineering connection of power receiving devices and/or electric power facilities;

the liability of grid entities for failure to meet the engineering connection deadlines.

The fee for the engineering connection of electricity generation facilities shall be defined in accordance with the procedure approved by the Government of the Russian Federation or duly authorized federal executive body, including through the application of standardized tariff rates. The amount of the engineering connection fee and/or the amount of standardized tariff rates shall be defined based on the expenses in connection with the activities to be performed by the grid entity during the course of engineering connection, including the construction and rehabilitation of electric grid facilities. The list of standardized tariff rates shall be established by the Government of the Russian Federation or the federal executive body authorized thereby.

The fee for the engineering connection of power receiving devices and electric grid facilities may be established either in accordance with the above-mentioned principles and the procedure for determination of the fee for the engineering connection of electricity generation facilities or by the duly authorized federal executive body or the executive bodies of the constituent entities of the Russian Federation in the areas of tariff regulation in accordance with the procedure established by the Government of the Russian Federation.

The expenses of the grid entity included in the tariffs for electricity transmission services and/or the engineering connection fee shall comprise costs associated with the performance of activities related to engineering connection, including expenses incurred by the grid entity in connection with the construction and/or rehabilitation of the electric grid facilities necessary for engineering connection. The engineering connection fee may not comprise the expenses of a grid entity included in the tariffs for electricity transmission services and the tariffs for transmission services, expenses included in the engineering connection fee.

Sub-paragraph thirteen of paragraph 1 of article 26 shall not apply before January 1, 2011 (Federal Law No. 250-FZ of November 4, 2007).

It shall not be permitted to include in the engineering connection fee the investment component for the reimbursement of expenses in connection with development of the existing infrastructure, including links among the facilities of territorial grid entities and the facilities of Unified National (All-Russian) Power Grid, with the exception of expenses associated with the construction of electric grid facilities from the existing electric grid facilities to the connected power receiving devices and/or electric power facilities. The list of expenses to be included in the engineering connection fee shall be defined by the federal executive body in the area of tariff regulation.

Persons requesting the grid entity to execute engineering connection agreements or having executed such agreements shall be entitled to contact governmental price (tariff) regulatory bodies to settle disputes connected with the setting and application of the engineering connection fee and/or standardized tariff rates by grid entities in accordance with the procedure established by the Government of the Russian Federation.

The grid entity under the engineering connection agreement shall assume obligations for the performance of activities necessary for such engineering connection, including activities related to development and, as provided for by the laws of the Russian Federation on the electric power industry, obtainment of concurrence from the system operator for technical specifications; ensuring of the readiness of electric grid facilities, including their design, construction, rehabilitation, for the connection of power receiving devices and/or electric power facilities; management of relations with third parties in case of need for the construction (upgrading) by such persons of the electric grid facilities (power receiving devices, electric power facilities) owned thereby.

The fee under the engineering connection agreement shall be charged on a non-recurrent basis; payment for the performance of certain activities related to engineering connection may be a possible condition.

Compliance with the specifications necessary for engineering connection, including the requirements for the possibility of effect of automatic protective and mode device systems on power receiving devices and/or electric power facilities, as well as the requirements for maintaining equipment and devices in proper technical condition established in accordance with the issued specifications shall be continuous and binding upon the parties after the performance of activities related to engineering connection.

The information disclosure standards approved by the Government of the Russian Federation with regard to engineering connection shall envision the disclosure by grid entities of:

information which is significant for the adoption by corporate entities and individuals of decisions on engineering connection to electric grid facilities, including the expected amount of the engineering connection fee and the time limits for the performance of activities related to engineering connection, as well as grid infrastructure development plans agreed with the system operator;

data concerning received requests for engineering connection, the results of their consideration, the planned and actual time limits for the performance of activities related to engineering connection.

2. Electricity transmission services shall be provided under a fee-based service agreement. Service agreement shall be a public agreement.

Mandatory condition for the provision of electricity transmission services to the buyer shall be the buyer's participation in the wholesale market or the execution of the electricity purchase and sale agreement between such buyer and the generator or any other supplier of electricity, the obligations under which shall be duly performed.

If the grid entity unreasonably avoids executing an agreement for the provision of electricity transmission services, the buyer shall be entitled to file a claim in court for making the grid entity enter into the above-mentioned agreement in accordance with the civil law.

In accordance with this Federal Law, the wholesale market rules and the principal provisions of functioning of retail markets the grid entity shall be entitled to deny to the buyer the performance of its obligations under the agreement for the provision of electricity transmission services if such entity learns about the non-performance of the buyer's obligations under the electricity purchase and sale agreement.

3. The rules of non-discriminatory access to electricity transmission services shall be established by the Government of the Russian Federation and shall include:

the rules of execution and performance of agreements for the provision of electricity transmission services including the material terms and conditions of the above-mentioned agreements;

the procedure for access to electric grids in an environment of their limited transmission capacity;

the procedure for setting tariffs for electricity transmission services adjusted for the electric grid capacity utilization rate;

the procedure for the provision of information concerning the value of electricity transmission services and the availability of transmission capacity of electric grids;

the procedure for examining complaints and applications for access to electricity transmission services and the adoption of decisions on these and complaints and applications, which shall be binding upon corporate entities and individuals;

the procedure for disclosure of information concerning the transmission capacity of electric grids, their technical characteristics by entities performing electricity transmission activities (grid companies) in accordance with the information disclosure standards approved by the Government of the Russian Federation;

the procedure for identifying electric grid losses and the procedure for payment for such losses.

The rules of non-discriminatory access to electricity transmission services shall exclude the possibility of charging additional fee in an environment of limited transmission capacity of electric grids except as provided for by this Federal Law.

4. If the possessor or other legal owner of power receiving devices or electric power facilities which were duly technologically connected earlier is replaced and the types of operating activities performed by the new possessor or other legal owner do not cause the revision of the amount of connected capacity and do not require changing the model of external power supply and power supply reliability criteria, engineering re-connection shall not be required and the previously defined boundaries of balance participation of devices or facilities and the liability for breaching the rules of operation of electric grid facilities shall not change. The new possessor or other legal owner of power receiving devices or electric power facilities shall be obliged to notify the grid entity or possessor of electric grid facilities of the transfer of title or the emergence of any other grounds for ownership by power receiving devices or the electric power facilities. If title to a portion of the above-mentioned power receiving devices or electric power facilities transfers or any other grounds for the ownership thereof emerge, documents on the boundaries of balance participation of such facilities and the liability for breaching the rules of operation of electric grid facilities shall be submitted in accordance with the procedure established by the rules of non-discriminatory access to electricity transmission services.

The owner of a power receiving device or electric power facility which were duly technologically connected earlier upon agreement with the grid entity shall be entitled to connect to its grids any other possessor of an electric power facility (other consumer) in compliance with the previously issued specifications. In this case, the above-mentioned owner of a power receiving device and other consumer shall enter into an engineering connection agreement; the fee under such agreement shall be established in accordance with the rules and procedure set forth in this article and the activities related to the provision of engineering connection services and electricity transmission services shall be governed in accordance with the procedure established by this Federal Law for grid entities.

The grid entity or other owner of electric grid facilities to which power receiving devices or electric power facilities are duly technologically connected shall not be entitled to impede the transmission of electricity to the above-mentioned devices or facilities and/or from the above-mentioned devices or facilities, including the execution of electricity purchase and sale agreements, power supply agreements, agreements for the provision of electricity transmission services in respect of the above-mentioned devices or facilities, and, upon request from the possessor or other legal owner of power receiving devices or electric power facilities, within the time limits established by the laws of the Russian Federation shall be obliged to provide or prepare documents confirming engineering connection and/or the segregation of balance participation of electric grid facilities and power receiving devices or electric power facilities and the liability of parties for breaching the rules of operation of electric grid facilities. The above-mentioned person shall also be obliged in accordance with the established procedure to perform actions, upon request from of the guaranteeing supplier (power sales, grid entity), related to full and/or partial restriction of the mode of electricity consumption by such by power receiving devices or electric power facilities and pay for the losses incurred by the electric grid facilities owned by such person.

If the grid entity or other owner of electric grid facilities breaches the duty of the provision of documents confirming engineering connection and/or the segregation of balance participation of electric grid facilities and power receiving devices or electric power facilities, the guaranteeing supplier shall not be entitled to refuse to enter into a purchase and sale agreement or power supply agreement with the possessor or other legal owner of the above-mentioned devices or facilities due to the lack of engineering connection and shall be entitled to collect on its own account the documents confirming engineering connection and/or the segregation of balance participation of electric grid facilities and power receiving devices or electric power facilities.

If it is discovered that power receiving devices or electric power facilities are connected improperly, the guaranteeing supplier shall have the right to fully restrict the mode of electricity consumption by such devices or facilities and their possessor or other legal owner shall be obliged to pay to the guaranteeing supplier the cost of electricity consumed by them before the restriction is introduced and other expenses in connection with electricity consumption.

Article 27. Government Regulation in an Environment of Restricted Competition or in the Absence of Competition
1. The sectors of purchase and sale and production of electricity in which competition is restricted or does not exist and government regulation may apply, shall include, in addition to the areas of activity of natural monopolies:

(as amended by Federal Law No. 250-FZ of November 4, 2007)

the sectors of temporary total power shortage in certain wholesale market price zones and/or in the entire wholesale market;

sectors which function in the permanent absence of competition for engineering reasons.

Government regulation shall also be introduced in emergency situations.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

The procedure for government regulation in the electric power industry, the conditions for its introduction and termination shall be defined by the Government of the Russian Federation.

(this sub-paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

2. Temporary total power shortage in certain wholesale market price zones and/or in the entire wholesale market shall be characterized by the situation in which electricity consumption level (inclusive of the standard requirements for generating capacity reserve) exceeds during a certain period or in certain zones of the daily load curve the level of the largest possible generating capacity to be used for electricity generation (inclusive of fuel supply constraints).

When temporary total power shortage in certain wholesale market price zones and/or in the entire wholesale market ceases to exist, the federal executive body authorized by the Government of the Russian Federation shall be obliged to adopt a decision on the termination of government regulation in the electric power industry performed in accordance with the provisions of this article.

(paragraph 2 as amended by Federal Law No. 250-FZ of November 4, 2007)

3. Government regulation shall apply to certain sectors of the electric power industry which function in the permanent absence of competition for engineering reasons (geographical isolation, one or more non-competitive energy sources) in accordance with the laws on natural monopolies.

Sectors, in addition to those specified in sub-paragraph one of this paragraph, shall include technologically isolated territorial electric power systems the list of which shall be approved by the Government of the Russian Federation and other territories which are not technologically connected to the Unified National (All-Russian) Power Grid.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

The areas of activity of technologically isolated territorial electric power systems shall be regulated by the federal executive bodies which shall be defined by the Government of the Russian Federation and which in accordance with the procedure established by the laws of the Russian Federation shall be entitled to partly delegate their authority to the executive bodies of the constituent entities of the Russian Federation in which the technologically isolated territorial electric power systems concerned are located.

If territorial power systems cease to be technologically isolated or electricity generation or transmission facilities creating conditions for competition are built, the federal executive bodies shall be obliged to adopt a decision on the termination of government regulation of the areas of activity concerned which is performed in accordance with this article.

In technologically isolated territorial electric power systems in which competition is unable to develop for engineering reasons, a single corporate entity shall be permitted to perform all types of activity in the electric power industry.

Article 28. Technical Regulation and Control (Supervision) in the Electric Power Industry

1. Technical regulation in the electric power industry shall be performed in accordance with the laws of the Russian Federation on technical regulation and this Federal Law.

Technical regulation and control (supervision) of compliance with the requirements of technical regulations in the electric power industry shall be aimed at ensuring its reliable and secure functioning and preventing emergencies related to the operation of electric power facilities and power units of electricity consumers.

2. Measures for technical regulation and control (supervision) in the electric power industry shall include the adoption of technical regulations, as well as control (supervision) of their implementation exercised by the governmental authorities and subordinate institutions in accordance with the laws of the Russian Federation on technical regulation involving, in particular, dispatching administrators in the electric power industry.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Technical regulations shall be adopted with respect to the following issues:

technical and process safety in the electric power industry;

electricity and heat quality;

establishment of generating capacity reserve standards;

composition of electrical and heat units;

activities of the electric power industry’s entities related to the operation of electrical and heat equipment, including in compliance with safety rules in its operation;

ensuring nuclear and radiation safety in the domain of nuclear power industry.

3. For the purposes of ensuring safe operations of the electric power facilities, employees directly performing work related to the maintenance of the above-mentioned facilities shall have mandatory regular physical examinations (medical checkups) in accordance with the established procedure and, if so requested by employers, pre-shift physical examinations (medical checkups) to detect the use of alcohol, drug or psychotropic substance.

The procedure for physical examinations (medical checkups) shall be established by the federal executive body performing the functions related to the elaboration of government policy in the domain of the fuel and energy sector upon agreement with the federal executive body performing the functions related to the elaboration of government policy and regulation in the domain of health care, social development, labor and consumer protection.

(paragraph 3 is introduced by Federal Law No. 250-FZ of November 4, 2007)

4. If an entity performs activities in the areas classified by the laws of the Russian Federation as the areas of activity of natural monopolies and breaches the requirements of technical regulations and/or other mandatory requirements in the operation of electric grid facilities, heat networks and/or other electric power facilities owned by such entity, the rights of use and/or ownership of the above-mentioned facilities by such entity shall be restricted in accordance with the procedure and in favor of entities which shall be defined by the Government of the Russian Federation.

Tariffs set for entities in whose favor the rights of use and/or ownership of electric grid facilities, heat networks are restricted, as well as for entities operating electric grid facilities, heat networks and/or other electric power facilities, which have no possessor, whose possessor is unknown or refused title to such facilities, shall include all expenses in connection with the operation of such facilities. The above-mentioned entities shall bear the expense of such facilities.

(paragraph 4 is introduced by Federal Law No. 250-FZ of November 4, 2007)

Article 29. Investment Policy of the Government in the Electric Power Industry

1. The investment policy of the government in the electric power industry shall be aimed at ensuring its sustainable development, developing energy conservation, and shall envision the attraction of investments into all sectors of the electric power industry and the strengthening of government control of the efficiency of investments in the areas of activity of natural monopolies.

2. The investment policy of the government in the electric power industry shall be based on contributing to the attraction of investments into electric power industry by forming favorable investment climate, creating stable conditions for the performance of entrepreneurial activities, ensuring the inviolability of private property, the freedom of movement of goods and services’ ensuring экономически economically feasible rate of return on investment used in the areas of activity of the electric power industry’s entities to which the government regulation of prices (tariffs) applies; ensuring protection and support for the development of Russian producers; using innovation tools for the attraction of investments; ensuring economic incentives for the implementation of new highly-efficient technologies in the electric power industry, including for the purposes of developing small-scale and non-conventional power generation.

3. The investment policy of the government in the area of development of Unified National (All-Russian) Power Grid shall be aimed at increasing the efficiency of the electric power industry, eliminating technological constraints on electricity flows and increasing the transmission capacity of electric grids to ensure the distribution of capacity by power plants. For the above-mentioned purposes the government shall regulate the investing activities of the Unified National (All-Russian) Power Grid management organization in accordance with the procedure established by article 10 of this Federal Law.

4. The Government of the Russian Federation or the federal executive body authorized thereby shall forecast possible electrical capacity shortage in certain wholesale market price zones and create favorable conditions for capital investment or (if needed) government investment in the construction of electric power facilities for the purposes of preventing electrical capacity shortage.

5. The investment policy of the government in the nuclear power industry shall be aimed at developing nuclear power plants through the creation of favorable economic conditions and the conditions of government regulation of prices (tariffs) which are favorable for the formation of proprietary and raised investment funds in accordance with the governmental nuclear power industry development programs.

6. The investment programs of the electric power industry’s entities in whose authorized capitals the Russian Federation participates and the investment programs of territorial grid entities which comply with the criteria defined by the Government of the Russian Federation shall be approved by the federal executive body and/or the executive body of a constituent entity of the Russian Federation in accordance with the procedure established by the Government of the Russian Federation. The programs shall include costs associated with raising the efficiency of the electric power industry, eliminating technological constraints on electricity flows and increasing the transmission capacity of electric grids to ensure the distribution of capacity by power plants, including the power plants envisioned by the Siting Master Plan, federal target programs and competitive capacity selection.

(paragraph 6 is introduced by Federal Law No. 250-FZ of November 4, 2007)

Chapter 6. WHOLESALE MARKET
Article 30. Legal Foundations of Functioning of the Wholesale Market
(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. The legal foundations of functioning of the wholesale market shall be established by this Federal Law and the wholesale market rules established by the Government of the Russian Federation, the regulations of federal executive bodies envisioned by the wholesale market rules.

The wholesale market rules shall govern relations concerning the movement of electricity and capacity in the wholesale market to the extent provided for by this Federal Law.

Electricity export and import procedure shall be established in accordance with the laws on the government regulation of foreign trade activities.

Short-term and long-term relations in the wholesale market concerning the movement of a special good (capacity), other goods and services necessary to organize efficient electricity trade shall be governed in the instances and in accordance with the procedure which shall be defined by the Government of the Russian Federation. It shall be possible to use contracts with the standardized form and terms and conditions of performance, rights under which shall be transferred through the transfer of contracts themselves.

2. The fundamental principles of the wholesale market organization shall be as follows:

free non-discriminatory access to the wholesale market for all sellers and buyers of electricity complying with the wholesale market rules established by the Government of the Russian Federation and meeting the requirements for the wholesale market participants established by article 35 of this Federal Law;

free interaction among the wholesale market participants acting in accordance with the wholesale market rules approved by the Government of the Russian Federation;

free selection by the wholesale market participants of a procedure for the purchase and sale of electricity by setting market prices and selecting price bids from buyers and price bids from sellers using the factor of lowest electricity prices formed in certain wholesale market price zones in accordance with the wholesale market rules or by executing bilateral electricity purchase and sale agreements;

adjustment for the characteristics of participation in the wholesale market of certain players providing system reliability services and/or producing electricity at thermal, nuclear or hydraulic power plants;

interaction among the wholesale market participants based on unconditional compliance with contractual obligations and fiscal discipline;

mandatory purchase of capacity by the wholesale market participants as provided for by the Government of the Russian Federation;

non-discrimination in the wholesale market rules in respect of the wholesale market participants owning the existing or new electric power facilities.

Article 31. Wholesale Market Participants and Organization
1. The wholesale market participants shall include participants in the movement of electricity and/or capacity – suppliers of electricity (generation companies) and buyers of electricity (power sales entities, large electricity consumers, guaranteeing suppliers) – which obtained the status of wholesale market participants in accordance with the procedure established by this Federal Law; the Market Council, commercial operator and other entities which ensure the functioning of commercial infrastructure of the wholesale market in accordance with the wholesale market rules and the agreement for accession to the wholesale market trading system; entities which ensure the functioning of engineering infrastructure of the wholesale market (the Unified National (All-Russian) Power Grid management organization, the system operator).

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The wholesale market organization shall be based on the self-regulation of activities of its participants, specifically by means of participation of the Market Council in the development of the wholesale market rules and the formation of the permanent system of control of compliance with the above-mentioned rules.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

The activities of the wholesale market participants shall be governed by the wholesale market rules for the purposes of ensuring equal conditions for such participants.

The provisions of article 32 shall be adjusted for the characteristics established by the wholesale market rules for the purchase and sale of electricity and capacity sold at regulated prices (tariffs) (Article 47 hereof).

Article 32. Trading System of the Wholesale Market and Procedure for Interaction Among it Participants. Pricing in the Wholesale Market

1. The wholesale market shall use the organized system of agreements among the wholesale market participants defining the principal conditions of operation of the participants concerned in the wholesale market, conditions for the sale of electricity and capacity and the provision of services. The list, system and procedure for the execution of agreements, which shall be binding upon the wholesale market participants, shall be defined by the wholesale market rules.

In addition to the above-mentioned system of agreements, the suppliers and buyers of electricity and capacity that are wholesale market participants shall be entitled to enter into bilateral electricity and/or capacity purchase and sale agreements in accordance with the procedure envisioned by the wholesale market rules. The wholesale market participants shall be free to select counterparties under such agreements.

The buyers of electricity that are wholesale market participants and other persons as provided for by the wholesale market rules shall be obliged to purchase capacity in accordance with the procedure established by the wholesale market rules.

The wholesale market participants producing and supplying capacity shall be obliged to maintain generation equipment in a condition of readiness for the production of electricity for the purposes of performing obligations to the buyers of capacity assumed by all suppliers of capacity under all agreements as defined by the wholesale market rules.

The provision and receipt of capacity shall be approved by commercial and engineering infrastructure organizations in accordance with the wholesale market rules established by the Government of the Russian Federation.

The wholesale market rules shall ensure the sufficient amount of capacity to cover electricity demand adjusted for the need to meet standard requirements for generating capacity reserve, including mid-term and long-term, using the most efficient resource saving technologies.

For the purposes of ensuring economic growth, meeting the electricity needs of households of the Russian Federation and optimizing fuel and energy balance of the electric power industry the Government of the Russian Federation or the body authorized thereby shall prepare long-term forecasts of development of electric power facilities and market infrastructure and simultaneously form the master plan of siting of electric power facilities adjusted for the industrial production and housing construction development plans.

Capacity shall be selected on a competitive basis by the system operator in accordance with the wholesale market rules based on the need to ensure that the Unified Power System of Russia has sufficient generating capacity to secure reliable and uninterruptible electricity supply in the mid and long term inclusive of the requirements for generation equipment flexibility, requirements for energy and environmental efficiency of new facilities, the minimization of buyers' expenses associated with the total purchase of electricity and capacity in the wholesale market and other requirements established by the Government of the Russian Federation.

In the competitive selection of capacity in accordance with the procedure established by the wholesale market rules consideration shall be given to the plans of construction of electric power facilities included in the master plan of siting of electric power facilities adjusted for long-term fuel supply thereto, as well as the plans of heat supply system development in the territory concerned.

Electric grid facilities which ensure the distribution and long-distance transmission of the capacity of new electricity generation facilities and are defined based on the results of competitive capacity selection shall be included in the investment programs of grid entities in accordance with the established procedure based on the proposals from the system operator.

Control of the timely and proper implementation of the investment programs of generation companies formed based on the capacity trade results shall be exercised by the system operator.

Bilateral electricity and capacity purchase and sale agreements shall be registered in accordance with the procedure established by the wholesale market rules.

If the wholesale market participants execute such agreements, the parties (as needed) shall also enter into an agreement for the provision to such parties of services related to dispatching administration in the electric power industry with the system operator and an agreement for the provision of electricity transmission services with the grid entity. Access to electricity transmission services shall be granted in accordance with the procedure established by article 26 of this Federal Law.

Bids from guaranteeing suppliers to the extent of assumed obligations for electricity and capacity supply shall be compulsorily satisfied at the prices defined upon selection of price bids from the buyers and sellers of electricity as a result of performed procedures necessary in accordance with the wholesale market rules. The wholesale market participants shall be obliged to purchase capacity as provided for by the Government of the Russian Federation.

The wholesale market participants shall be free to select a procedure for the sale of electricity and capacity, including purchase and sale of electricity upon selection of price bids from the buyers and sellers of electricity and/or capacity through the system of bilateral electricity and/or capacity purchase and sale agreements or using any other method defined by the wholesale market rules.

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The wholesale market shall simultaneously use the following mechanisms for determining the market prices of electricity and capacity formed under the influence of supply and demand:

determination by the commercial operator of the wholesale market purchase and selling prices of electricity and capacity for the settlement period based on equilibrium electricity prices and capacity prices (adjusted for technological and grid constraints, the need for ensuring equality of financial obligations and requirements of market participants) determined based on the results of selection of:

(with respect to electricity) price bids from electricity suppliers and price bids from electricity buyers and/or electricity demand projected by the system operator;

(with respect to capacity) price bids from capacity suppliers within the capacity demand in the calendar year concerned projected by the system operator with due consideration of requests from generating capacity buyers that independently plan their generating capacity needs;

independent determination of electricity and/or capacity prices by the parties to bilateral electricity purchase and sale agreements and/or capacity purchase and sale agreements.

For the purposes of ensuring the process of electricity production and supply planning the suppliers of electricity shall place bids for the amount of electricity corresponding to the entire working generating capacity, with the exception of capacity which is decommissioned and/or suspended for maintenance as provided for by article 44 of this Federal Law.

Electricity suppliers assuming obligations under bilateral electricity purchase and sale agreements shall be entitled not to place bids.

To ensure the recording and execution of electricity supply under bilateral purchase and sale agreements (in the absence of bids), the participants in the above-mentioned legal relations shall give well-in-advance notice of electricity selection or well-in-advance notice of internal consumption.

In the execution of bilateral electricity and/or capacity purchase and sale agreements by certain suppliers and buyers of electricity and capacity in accordance with the procedure envisioned by the wholesale market rules the price of electricity and/or capacity and other terms and conditions of such agreements shall be independently defined by their participants.

Participants in bilateral electricity purchase and sale agreements shall comply with the wholesale market rules in respect of payment by such participants of their share of system costs established by this Federal Law. The procedure for price bid placement, the procedure for their selection and the mechanism for determination of the wholesale market prices and the cost of electricity and capacity in the wholesale market in the settlement period shall be established by the wholesale market rules. The commercial operator of the wholesale market shall select price bids, calculate and announce equilibrium prices and electricity purchase and selling prices in the wholesale market. The mechanism for determination of the above-mentioned prices shall envision the payment of cost of electricity supplied to the wholesale market at a price which may not be lower than the price specified in the selected price bids of electricity suppliers.

The criteria for optimizing the mode of dispatching administration in the electric power industry for the system operator shall be formed upon selection of price bids in accordance with the procedure envisioned by the wholesale market rules.

The wholesale market rules shall envision setting both electricity prices and the prices of (tariffs for) capacity and services related to the formation of prospective engineering capacity reserve. The prices of (tariffs for) capacity and services related to the formation of prospective engineering capacity reserve shall be set in accordance with the procedure established by the Government of the Russian Federation. Capacity suppliers shall be free to determine the price of the maximum available generating capacity specified in price bids in respect of electricity generation facilities commissioned after January 1, 2008, with the exception of facilities commissioned in the provision of services related to the formation of prospective engineering capacity reserve. Regulated capacity prices (tariffs) shall be set in compliance with the requirements specified in article 23 of this Federal Law.

As the first priority, the wholesale market shall accept the amount of generated electricity declared by the entities owning generating facilities in respect of:

generating facilities which ensure system reliability;

power plants with regard to meeting project requirements, technical regulations for nuclear power plant operation and other regulations of the Russian Federation for nuclear power use, as well as the relevant international standards and rules.

As the second priority, the wholesale market shall accept the amount of generated electricity declared by the entities owning generating facilities in respect of:

thermal power plants in the amount of generated electricity corresponding to their operation in heat-extraction mode;

hydraulic power plants in the amount of generated electricity which needs to be produced for engineering reasons and for environmental security purposes.

As the third priority, the wholesale market shall accept the amount of generated electricity declared by the entities owning generating facilities in respect of generating facilities which ensure the performance of obligations under bilateral electricity purchase and sale agreements as provided for by the wholesale market rules and subject to well-in-advance notices of electricity selection.

The above-mentioned amount of generated electricity shall be accepted in the wholesale market during the planning process in accordance with the procedure established by this article if these entities place price acceptance bids (bids which do not specify the price at which they are ready to sell the amount of electricity mentioned in the bid) or well-in-advance notices of electricity selection which substitute bids. If necessary, these entities may specify the amount of electricity through the submission of bids in accordance with the wholesale market rules, which shall remove them from the third priority with regard to the specified amount.

The amount of generated electricity specified in well-in-advance notices of electricity selection and accepted in the wholesale market, including first- and second-priority amount, shall be used to ensure the performance of obligations specified in these well-in-advance notices.

If the wholesale market may not accept the total (first-, second- and third-priority) amount of electricity, the unaccepted amount of electricity shall be subject to the pricing mechanism which shall not inflict losses on the parties to third-priority agreements. Such mechanism shall be established by the wholesale market rules.

If failure to perform the obligations established based on the results of sales in the wholesale market, including failure arising from the submission or non-submission of price acceptance bids by the wholesale market participants, poses a threat to the reliable functioning of the Unified Power System of Russia, causes inability to ensure heat-extraction modes or the breach of any other process parameters of functioning of the Unified Power System of Russia, the system operator shall carry out dispatching administration in the electric power industry of modes of operation ignoring the results of such sales.

The equilibrium price of electricity shall be determined based on price bids from suppliers and price bids from the buyers of electricity of the price zone concerned and shall be adjusted for the need to ensure electricity flows.

The purchase and selling price of electricity and capacity in the wholesale market in the settlement period shall be defined by the commercial operator of the wholesale market based on the results of all performed procedures envisioned by the wholesale market rules.

The price of electricity produced by certified generation facilities using renewable energy shall be determined by adding to the equilibrium price of the wholesale market an increment which shall be determined in accordance with the procedure established by the Government of the Russian Federation. The increment shall be calculated based on the need for meeting the target amount of generation and consumption of electricity produced by certified generation facilities using renewable energy established by the principal government policies in the domain of improvement of energy efficiency of the electric power industry.

The purchase or selling price of electricity and capacity sold in the current settlement period shall be set by the commercial operator of the wholesale market based on data which the commercial operator will have in place on the date of setting such price. In case of receipt in the current settlement period of data related to previous periods, yet not more than the three previous years, the purchase or selling price and cost of electricity and capacity sold in the current settlement period shall be adjusted for these data. The purchase or selling price and cost of electricity and capacity sold or purchased by the wholesale market participant in previous settlement periods may not be changed and recalculated.

The commercial operator of the wholesale market shall be obliged to ensure the storage of information about the market prices of electricity and capacity set by the commercial operator, as well as the provision of the above-mentioned information to third parties in accordance with the procedure established by the laws of the Russian Federation.

If the rate of change of electricity prices in the wholesale market exceeds the restrictions established by the wholesale market rules, a special mode of calculation of electricity prices in the wholesale market shall be introduced.

The wholesale market organization procedure in the introduction of a special price calculation mode shall be established by the wholesale market rules.

(paragraph 2 as amended by Federal Law No. 250-FZ of November 4, 2007)

3. The amount of electricity losses not included in electricity prices shall be paid by the grid entities in whose grids they occur in accordance with the procedure established by the wholesale and/or retail market rules.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Grid entities shall be obliged to enter into electricity purchase and sale agreements in accordance with the above-mentioned rules for the purposes of compensating losses within the amount not included in electricity prices.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Grid entities shall compensate losses in electric grids primarily by purchasing electricity produced by certified generation facilities connected to the grids of grid entities and using renewable energy.

(this sub-paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

4. The characteristics of electricity export and import procedure shall be defined by the wholesale market rules adjusted for the provisions of article 30 of this Federal Law.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

The wholesale market rules may envision the competitive allocation for export and import of the rights to use the limited transmission capacity of inter-state transmission lines among the wholesale market participants. The procedure for the allocation of the above-mentioned rights, determination of their value, the mechanisms for the allocation of funds obtained from the sale of the above-mentioned rights, the procedure for determination of losses in electric grids and payment for these losses, as well as the procedure for defining the entities performing such actions from among commercial and/or engineering infrastructure organizations and other characteristics shall be established by the wholesale market rules.

(this sub-paragraph is introduced by Federal Law No. 250-FZ of November 4, 2007)

Article 33. Characteristics of Legal Status and Authority of Commercial Infrastructure Organizations
1. The functioning of commercial infrastructure of the wholesale market shall be ensured by the following entities:

the Market Council, a self-regulating entity;

the commercial operator of the wholesale market;

other entities to which the Market Council assigns the tasks of ensuring commercial infrastructure in accordance with the agreement for accession to the wholesale market trading system.

the Market Council shall be a non-profit-making organization established as a non-profit partnership and composed of members such as the electric power industry's entities and large consumers of electricity and heat.

The Market Council shall be established for the purposes of ensuring the functioning of commercial market infrastructure, efficient interconnection between the wholesale and retail market, forming favorable conditions for the attraction of investments into the electric power industry and the existence of a common position of the wholesale and retail market participants in the development of regulatory documents governing the functioning of the electric power industry; organizing based on self-regulation an efficient system of the wholesale and retail trade in electricity, capacity, other goods and services admitted to circulate in the wholesale and retail markets for the purposes of ensuring energy security of the Russian Federation, the integrity of economic space, the freedom of economic activity and competition in the wholesale and retail markets, balancing the interests of producers and buyers of electricity and capacity, meeting social needs for reliable and stable electricity supply.

2. The activities of the Market Council shall be performed in accordance with the laws on non-profit-making organizations adjusted for the characteristics established by this Federal Law.

To ensure efficient cooperation among commercial and engineering infrastructure organizations, the Market Council shall participate in the authorized capital of the commercial operator through its establishment, the acquisition of stakes (shares); in particular, through membership fees it may participate in the authorized capitals of other entities performing the functions of commercial infrastructure of the wholesale market and may manage the blocks of stakes (shares) in the above-mentioned entities.

When the Boards of Directors (Supervisory Boards) of the Unified National (All-Russian) Power Grid management organization and the system operator are formed, their members shall compulsorily include the representatives of the Market Council.

3. The Market Council shall perform the following functions:

define the procedure for maintaining and maintain the register of the wholesale market participants, adopt decisions on awarding or depriving of the wholesale market participant status;

develop the form of an agreement for accession to the wholesale market trading system, the wholesale market regulations, standard forms of agreements ensuring the wholesale market trade in electricity, capacity and other goods circulating in the wholesale market and provide services related to the movement of the above-mentioned goods in the wholesale market;

organize the system of pre-trial settlement of disputes among the wholesale market participants and the electric power industry's entities as provided for by the agreement for accession to the wholesale market trading system;

establish the system and procedure for the imposition of property-related sanctions for the breach of the wholesale market rules;

participate in drafting the wholesale and retail market rules and proposals for the amendment thereof;

exercise control of the actions of the system operator in accordance with the wholesale market rules;

exercise control of compliance with the wholesale market rules and regulations on the part of the wholesale market participants and commercial and engineering infrastructure organizations;

recognize generation facilities as certified generation facilities using renewable energy;

maintain the register of issuance and cancellation of certificates confirming the amount of electricity generated using renewable energy;

exercise control of fulfillment by electricity buyers in the wholesale market of the duty of purchasing a certain amount of electricity produced by certified generation facilities using renewable energy at a price determined in accordance with the procedure established by the Government of the Russian Federation.

Commercial infrastructure organizations shall perform the following functions:

provide services related to the organization of wholesale trade in electricity, capacity and other goods and services admitted to circulate in the wholesale market;

provide services related to reconciliation and/or offsetting of mutual counter-obligations of trade participants;

organize the system of guarantees and settlements in the wholesale market, execution of agreements and making settlements for electricity and provided services;

register bilateral electricity and capacity purchase and sale agreements;

organize the system of measurements and collection of information concerning the actual generation and consumption of electricity in the wholesale market;

confirm the provision and receipt of capacity by the wholesale market participants;

interact with engineering infrastructure organizations for the purposes of forecasting the amount of generation and consumption of electricity, maintaining the electricity quality parameters established by technical regulations, the stability and reliability of power supply and perform other functions in accordance with the wholesale market rules approved by the Government of the Russian Federation.

The functions shall be allocated among commercial infrastructure organizations in accordance with the wholesale market rules and the agreement for accession to the wholesale market trading system.

4. For the purposes of ensuring the government control of activities of the Market Council, the federal executive body authorized by the Government of the Russian Federation shall:

have the power to veto the resolutions of the management bodies of the Market Council;

submit to the management bodies of the Market Council for mandatory consideration issues to be included in the agenda of the regular or extraordinary meeting (session) of the management bodies of the Market Council authorized to resolve these issues;

adopt a decision on the issues submitted to the management bodies of the Market Council if the above-mentioned bodies fail to adopt decisions thereon within 45 days.

Control of the activities of commercial infrastructure organizations shall be exercised by the Government of the Russian Federation or the federal executive bodies authorized thereby, including through participation in the activities of the Supervisory Board of the Market Council.

The Supervisory Board of the Market Council shall be composed of:

eight representatives authorized by the Government of the Russian Federation and appointed from among members of the Federation Council of the Federal Assembly of the Russian Federation, deputies of the State Duma of the Federal Assembly of the Russian Federation, representatives of the federal executive bodies and experts in the domain of the electric power industry;

four representatives of electricity sellers;

four representatives of electricity buyers;

four representatives of commercial and engineering infrastructure organizations. The number of representatives of commercial infrastructure organizations shall be equal to the number of representatives of engineering infrastructure organizations.

The procedure for operation of the Supervisory Board of the Market Council and the procedure for the adoption of resolutions thereby shall be established by the Articles of Association of the Market Council in accordance with the characteristics established by this Federal Law.

The Supervisory Board of the Market Council shall have the exclusive authority to:

adopt decisions on the selection of an entity for the performance of all or several commercial infrastructure functions defined by the agreement for accession to the wholesale market trading system;

approve the procedure for maintaining the register of the wholesale market participants;

approve the form of an agreement for accession to the wholesale market trading system, the wholesale market regulations, standard forms of agreements ensuring the wholesale market trade in electricity, capacity and other goods circulating in the wholesale market, including the duty of purchasing a certain amount of electricity produced by certified generation facilities using renewable energy at a price determined in accordance with the procedure established by the Government of the Russian Federation;

approve amendments to the agreement for accession to the wholesale market trading system and the wholesale market regulations;

approve the procedure for pre-trial settlement of disputes in the wholesale and retail market in accordance with the agreement for accession to the wholesale market trading system;

approve the principles and procedure for the imposition of property-related sanctions for the breach of the wholesale market rules;

approve the procedure for exercising control of compliance with the wholesale market rules and regulations on the part of the wholesale market participants and commercial and engineering infrastructure organizations;

exercise control of the financial and economic activities of commercial infrastructure organizations.

5. For the purposes of balancing the interests of electricity sellers and buyers and preventing the abuse of monopolistic position the constitutive documents of the Market Council shall envision:

prohibition against managing more than 20 percent of votes in the adoption of resolutions by the General Meeting of the Market Council or the Supervisory Board of the Market Council for any wholesale market participant (affiliates, groups of entities);

the procedure for considering the interests of all wholesale market participants in the adoption of resolutions by the Market Council and its management bodies.

6. The Market Council shall be obliged to disclose to any so requesting interested party:

the rules of access to the wholesale market trade for the wholesale market participants;

the rules of execution and performance of agreements in the wholesale market;

the rules of reconciliation and offsetting of mutual counter-obligations of the wholesale market participants;

the rules of making settlements in the wholesale market;

the regulations for the amendment of the above-mentioned rules.

The fee charged for the provision of the above-mentioned information shall not exceed the amount of expenses actually incurred by the Market Council in the provision of the above-mentioned information.

7. The commercial operator of the wholesale market shall be a business entity performing activities related to the organization of trade in the wholesale market concerning the execution and organization of the settlement of transactions regarding the movement of electricity, capacity and other traded items admitted to circulate in the wholesale market.

The above-mentioned activities of the commercial operator of the wholesale market shall be performed thereby in accordance with the wholesale market rules under the agreement for accession to the wholesale market trading system.

The prices of (tariffs for) services provided by the commercial operator of the wholesale market shall be subject to government regulation in accordance with the procedure established by article 23 of this Federal Law.

The activities of the commercial operator of the wholesale market with regard to the organization of trade in the wholesale market concerning the execution and organization of the settlement of transactions regarding the movement of electricity, capacity and other traded items admitted to circulate in the wholesale market shall be performed in accordance with this Federal Law, the wholesale market rules without the obtainment of a special permit (license).

Information messages about the results of trade published by the commercial operator in accordance with the procedure and within the time limits established by the agreement for accession to the wholesale market trading system shall be an official source of information about market prices in the wholesale market in the settlement period.

The commercial operator of the wholesale market shall insure against the risk of liability for the breach of the agreement for accession to the wholesale market trading system and other agreements executed thereby in the wholesale market.

8. The wholesale market shall use the system of electricity and capacity metering. Entities ensuring the functioning of commercial infrastructure shall apply the method of calculation for determining the amount of electricity and the amount of capacity sold or purchased in the wholesale market as provided for by the agreement for accession to the wholesale market trading system.

9. Settlements with respect to obligations arising out of transactions regarding the movement in the wholesale market of electricity, capacity and other traded items admitted to circulate in the wholesale market shall be made in accordance with the agreement for accession to the wholesale market trading system. The above-mentioned settlements may be made upon the reconciliation and/or offsetting of mutual monetary counter-obligations of the wholesale market participants.

Mutual monetary counter-obligations of the wholesale market participants shall be reconciled and/or set off in a centralized manner by specialized profit-making organizations. The laws of the Russian Federation on clearing and clearing operations shall not apply to the above-mentioned activities.

The centralized reconciliation and/or offsetting of mutual monetary counter-obligations of the wholesale market participants by specialized profit-making organizations (hereinafter the "clearing operations") shall be an essential condition for the settlement of the transactions concerned, including bilateral agreements between the sellers and buyers of electricity and capacity.

Specialized profit-making organizations providing services related to the reconciliation and/or offsetting of mutual monetary counter-obligations in respect of transactions regarding the movement of electricity, capacity and other traded items admitted to circulate in the wholesale market shall be entitled to perform clearing operations with respect to obligations arising out of transactions in other so circulating and formally traded items under a special permit (license), if the obtainment of such permit (license) is necessary to perform clearing operations in accordance with the laws of the Russian Federation.

Settlements with respect to obligations arising out of transactions in other admitted formally traded items shall be made upon the clearing of the above-mentioned obligations as provided for by the laws of the Russian Federation on clearing and clearing operations, as well as the clearing rules developed and registered in accordance with the established procedure.

10. For the purposes of ensuring equal conditions for all wholesale market participants the activities of the Market Council shall be governed by the duly authorized government bodies in accordance with the laws of the Russian Federation and the wholesale market rules, and the wholesale market participants involved in the movement of electricity and commercial and engineering infrastructure organizations shall be obliged to be members of the Market Council.

Article 34 shall come into force on July 1, 2008 (Article 47 hereof).

Article 34. Procedure for Use of Engineering Infrastructure of the Electric Power Industry by the Wholesale Market Participants
1. The wholesale market participants and the Unified National (All-Russian) Power Grid management organization, territorial grid entities and the system operator shall interact in accordance with the rules of non-discriminatory access to electricity transmission services, services related to dispatching administration in the electric power industry and the services of commercial infrastructure organizations of the wholesale market established by the Government of the Russian Federation, as well as the wholesale market rules.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

The fundamental principle for the use of engineering infrastructure of the electric power industry by the wholesale market participants shall be ensuring the most efficient organization of economic relations in the wholesale market.

2. The Unified National (All-Russian) Power Grid management organization or territorial grid entities shall provide electricity transmission services to the wholesale market participants on a contractual basis for a fee.

(paragraph 2 as amended by Federal Law No. 250-FZ of November 4, 2007)

3. The system operator shall provide services related to dispatching administration in the electric power industry to the wholesale market participants on a contractual basis for a fee. The agreement for the provision of the above-mentioned services shall be executed between the system operator and the wholesale market participants before they enter into an agreement for the provision of electricity transmission services with the Unified National (All-Russian) Power Grid management organization. The Unified National (All-Russian) Power Grid management organization shall be entitled to refuse to enter into an agreement for the provision of electricity transmission services with the wholesale market participant if such participant does not execute an agreement with the system operator.

4. The system operator and the Unified National (All-Russian) Power Grid management organization in the performance of their respective functions shall interact under an agreement which they enter into; the federal executive body authorized by the Government of the Russian Federation shall participate in signing such agreement.

5. The system operator and commercial infrastructure organizations of the wholesale market in the performance of their respective functions shall interact under an agreement which they enter into; the federal executive body authorized by the Government of the Russian Federation shall participate in signing such agreement.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Article 35. Procedure for Awarding the Status of a Wholesale Market Participant, Participant in the Movement of Electricity in the Wholesale Market to a Corporate Entity
(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. The procedure for awarding the status of a wholesale market participant, participant in the movement of electricity in the wholesale market to a corporate entity shall be the performance by such entity of all established procedures necessary to start operating in the wholesale market, namely:

(as amended by Federal Law No. 250-FZ of November 4, 2007)

the implementation of technical activities necessary to be awarded the status of a wholesale market participant;

the implementation of other activities envisioned by the wholesale market rules;

(as amended by Federal Law No. 250-FZ of November 4, 2007)

accession to the Market Council and the execution of an agreement for accession to the wholesale market trading system.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

This sub-paragraph is removed. – Federal Law No. 250-FZ of November 4, 2007.

2. The status of wholesale market participants, participants in the movement of electricity in the wholesale market shall be awarded to:

(as amended by Federal Law No. 250-FZ of November 4, 2007)

electricity suppliers connected to electric grids which own beneficially or as otherwise provided for by the federal laws the generation equipment whose installed generating capacity exceeds the lowest possible value established by the wholesale market rules or which hold the rights to sell electricity produced by such equipment;

(as amended by Federal Law No. 250-FZ of November 4, 2007)

electricity consumers connected to electric grids in accordance with the established procedure if the quantitative characteristics of electricity consumption declared by them exceed the lowest possible values established by the wholesale market rules (large electricity consumers);

(as amended by Federal Law No. 250-FZ of November 4, 2007)

power sales entities which purchase electricity for the purposes of its further resale in retail markets if the quantitative characteristics of electricity consumption declared by them exceed the lowest possible values established by the wholesale market rules;

(as amended by Federal Law No. 250-FZ of November 4, 2007)

guaranteeing suppliers irrespective of the quantitative characteristics of the electricity consumption satisfied by them;

territorial grid entities with regard to payment for losses occurring in their grids in accordance with the procedure defined by the Government of the Russian Federation or the federal executive body authorized thereby.

An electricity consumer shall be entitled to enter the wholesale market and directly participate in the movement of electricity, as well as acquire the rights and duties under agreements executed by the power sales entity in the wholesale market for and on behalf of the consumer or participate in the movement of electricity in retail markets in accordance with the conditions of chapter 7 of this Federal Law.

This sub-paragraph is removed. – Federal Law No. 250-FZ of November 4, 2007.

3. The procedure for being awarded the status of a wholesale market participant, participant in the movement of electricity in the wholesale market and the procedure for the execution of mandatory agreements by the wholesale market participant shall be established by the wholesale market rules. The conditions for being awarded the status of a wholesale market participant established by the above-mentioned rules may not be different for corporate entities performing the same types of activity.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

4. The complete list of technical activities necessary to be awarded the status of a wholesale market participant, participant in the movement of electricity shall be established by the wholesale market rules.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

5. Electricity consumers may simultaneously be both wholesale and retail market participants.

6. Pursuant to a resolution of the Market Council, repeated violations of the wholesale market rules by the wholesale market participant and/or non-fulfillment of requirements of the agreement for accession to the wholesale market trading system by the wholesale market participant the above-mentioned wholesale market participant in accordance with the wholesale market rules may be removed from the register of the wholesale market participants. The decision on removal may be contested in court.

(paragraph 6 amended by Federal Law No. 250-FZ of November 4, 2007)

Article 36. Characteristics of Functioning of Certain Electric power industry’s entities and Electricity Consumers

(as amended by Federal Law No. 250-FZ of November 4, 2007)

1. Suppliers that are wholesale market participants shall be obliged to ensure the proper performance of all obligations assumed by them in accordance with the agreement for accession to the wholesale market trading system both with regard to the requirements for the readiness of generation equipment for generation and the quality of supplied electricity and with regard to the scope of supply.

Certain electric power industry’s entities which own electric power generation facilities (generation facilities) beneficially or as otherwise provided for by the federal laws due to the technological characteristics of operation of such generation facilities shall have a duty to provide system reliability services for a certain period.

System reliability services shall be provided by electric power industry’s entities, including electric power industry’s entities that have no duty to provide such services, as well as pumped-storage power plants and electricity consumers in accordance with the procedure established by the Government of the Russian Federation.

2. The provision of system reliability services shall not restrict the rights of the electric power industry’s entities owning the generation facilities concerned to participate in the wholesale and retail markets, including the selection of an electricity sale method through the system of submission of price bids and the purchase and sale of electricity at the equilibrium price of the wholesale market and through the execution of bilateral electricity purchase and sale agreements or using other methods defined by the wholesale market rules.

3. The prices of (tariffs for) system reliability services shall be subject to government regulation and/or shall be determined upon competitive selection of the providers of such services in accordance with the procedure established by the Government of the Russian Federation.

The procedure for the provision of system reliability services and the procedure for the selection of the electric power industry’s entities and electricity consumers providing system reliability services shall be established by the wholesale market rules.

The system operator shall organize the selection of providers of system reliability services and payment for such services for the purposes of ensuring the reliable functioning of the Unified Power System of Russia and coordinate actions related to the provision of system reliability services.

4. Electricity supply and the modes of operation of nuclear power plants shall be planned in accordance with the requirements of nuclear power plant projects and process regulations for their operation. Operating expenses and the fulfillment of duties of an operating entity performing activities in the area of nuclear power use shall be reimbursed from sources envisioned by the laws of the Russian Federation on nuclear power use and other federal laws, the wholesale market rules or other sources defined by the Government of the Russian Federation.

Chapter 7. RETAIL MARKETS
Article 37. Fundamentals of Retail Market Organization
1. Retail market participants shall be as follows:

electricity consumers;

electricity suppliers (power sales entities, guaranteeing suppliers, generators which are not entitled to participate in the wholesale market in accordance with article 35 of this Federal Law);

territorial grid entities providing electricity transmission services;

dispatching administrators in the electric power industry in charge of the above-mentioned management at the retail market level.

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. Electricity suppliers and electricity buyers shall be entitled to enter into agreements containing the elements of various agreements (combined agreements).

Purchase and sale agreement, electricity (capacity) supply agreement may envision the duty of the supplier to enter into an agreement for the provision of electricity transmission services to consumers with the grid entity on behalf of the electricity consumer or on its own behalf, yet for the benefit of the electricity consumer.

The electricity consumer shall be free to select a counterparty under purchase and sale agreement, electricity supply agreement. The grid entity shall not be entitled to refuse to enter into an agreement for the provision of electricity transmission services with the electricity consumer upon grounds related to the selection of a certain electricity supplier by the electricity consumer.

If the electricity supplier under electricity purchase and sale agreement is a guaranteeing supplier, the execution of such agreement with so requesting individual or corporate entity in respect of power receiving devices located in the service area of the guaranteeing supplier shall be binding upon the guaranteeing supplier. If the guaranteeing supplier unreasonably avoids executing an electricity purchase and sale agreement, the so requesting person shall be entitled to file a claim in court for making the guaranteeing supplier enter into the above-mentioned agreement.

If the buyer under purchase and sale agreement is a power sales entity, the guaranteeing supplier shall have the right to unilaterally refuse to perform the agreement in full in case of non-performance or improper performance of payment obligations by such power sales entity.

The agreement with the electricity (capacity) supplier shall contain a condition concerning the buyer's right to unilaterally refuse to perform the agreement in full provided that the buyer pays for the electricity consumed before the termination of electricity (capacity) agreement and fulfills other requirements established by the principal provisions of functioning of retail markets.

The electricity supplier and/or the electricity buyer shall not be entitled to terminate purchase and sale agreement, electricity supply agreement, specifically unilaterally refuse to perform the agreement until they properly notify the grid entity of their intent to terminate the agreement in accordance with the wholesale market rules and the principal provisions of functioning of retail markets.

(paragraph 2 as amended by Federal Law No. 250-FZ of November 4, 2007)

3. The principal provisions of functioning of retail markets approved by the Government of the Russian Federation shall envision:

the rules of operation of guaranteeing suppliers;

the procedure for interaction between the retail market participants involved in the movement of electricity and engineering infrastructure organizations in the retail markets;

the rules of execution of agreements between electricity consumers (power sales entities) and guaranteeing suppliers and the rules of their performance, including the material terms and conditions of the above-mentioned agreements;

the rules of non-discriminatory access to electricity transmission services in the retail markets;

the procedure for awarding the guaranteeing supplier status to entities and defining and/or changing the boundaries of service areas of guaranteeing suppliers;

the cases of and procedure for the approval of results of appointment and replacement of guaranteeing suppliers by the duly authorized federal executive body;

the cases of and procedure for awarding the guaranteeing supplier status to the Unified National (All-Russian) Power Grid management organization, as well as to territorial grid entities for not more than one year;

the boundaries of service areas of guaranteeing suppliers within the territories of the corresponding constituent entities of the Russian Federation (upon agreement with the executive bodies of the corresponding constituent entities of the Russian Federation);

the procedure for making settlements for electricity, including sale at unregulated prices.

(paragraph 3 as amended by Federal Law No. 250-FZ of November 4, 2007)

4. Relations under a power supply agreement shall be governed by the principal provisions of functioning of retail markets approved by the Government of the Russian Federation to the extent that the Civil Code of the Russian Federation permits the adoption of regulations governing relations under a power supply agreement.

The adoption of other regulations governing relations under a power supply agreement shall not be permitted.

Article 38. Guarantees of Reliable Electricity Supply to Consumers
1. Electric power industry’s entities ensuring electricity supply to electricity consumers, including power sales entities, guaranteeing suppliers and territorial grid entities (within their areas of responsibility) shall be liable to electricity consumers for the reliability of electricity supply to them and the quality thereof in accordance with the requirements of technical regulations and other mandatory requirements.

Liability for reliable supply of electricity and the quality thereof to electricity consumers whose power receiving units are connected to electric grid facilities which have no possessor, whose possessor is unknown or refused title to such facilities shall be assumed by the entities to whose electric grids such facilities are connected.

It shall be prohibited to restrict the mode of electricity consumption, including its level, in respect of electricity consumers that do not default on payment for electricity and perform other obligations envisioned by the laws of the Russian Federation and agreed upon by and between the parties.

Except when emergency electric power system modes occur, the rolling blackouts of electricity consumers that do not default on payment for electricity and perform other obligations envisioned by the laws of the Russian Federation and agreed upon by and between the parties shall be prohibited. For the purposes of preventing rolling blackouts the entity providing electricity transmission services to its consumers shall be obliged to enable individual mode restriction both with respect to its internal consumption and the consumption of service receiving electricity consumers.

Electric power industry’s entities and electricity consumers whose power receiving devices are connected to the automatic protective and mode device systems and are impacted thereby shall ensure the operation of the automatic protective and mode device systems owned by them beneficially or as otherwise provided for by the federal laws and enable the implementation of such impact the automatic protective and mode device systems in accordance with the requirements of the system operator or other dispatching administrators in the electric power industry and the requirements of grid entities.

Electricity consumers with controlled load shall provide on a contractual basis for a fee services related to ensuring the emergency recovery of the Unified Power System of Russia and other services agreed therewith. The procedure for selecting and awarding the status of electricity consumer with controlled load, the list of mandatory and additional services provided by the electricity consumer with controlled load, the procedure for payment for such services shall be established by the Government of the Russian Federation. For interest balancing purposes, the limits of impact of dispatching administrators in the electric power industry on these consumers shall be agreed with electricity consumers with controlled load. Payment for services provided to electricity consumers with controlled load shall ensure full reimbursement for costs associated with the performance of such function and economically feasible rate of return on such activity. If the agreed limits on the impact of dispatching administrators in the electric power industry on electricity consumers with controlled load are exceeded, the corresponding dispatching administrators in the electric power industry shall assume liability in accordance with this Federal Law.

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The system of reliable electricity supply to consumers shall be based on the reliable model of power supply and the performance of all requirements of power plant and grid technical operation rules, as well as the existence of specialized entities (guaranteeing suppliers) in the retail markets.

The procedure for awarding the guaranteeing supplier status shall be defined by the principal provisions of functioning of retail markets approved by the Government of the Russian Federation.

3. The boundaries of service areas of guaranteeing suppliers within the territories of the corresponding constituent entities of the Russian Federation shall be defined by the Government of the Russian Federation upon agreement with the executive bodies of the corresponding constituent entities of the Russian Federation in the principal provision of functioning of retail markets. Operation of other guaranteeing suppliers within the boundaries of the service area of one guaranteeing supplier shall be prohibited. Several guaranteeing suppliers may function in the same constituent entity of the Russian Federation.

4. Guaranteeing suppliers in the performance of business activities may not be granted privileges over other power sales entities, except as established by the federal laws.

5. In respect of any so requesting consumer the guaranteeing supplier shall be obliged to independently settle relations with other entities performing the above-mentioned activities concerning dispatching administration, the acquisition and transfer of electricity to service receiving consumers.

An agreement between the guaranteeing supplier and the electricity consumer shall be a public agreement.

6. The Government of the Russian Federation and the executive bodies of the constituent entities of the Russian Federation shall define the groups of electricity consumers to which a special procedure for the provision of a collateral securing electricity payment obligations may apply if the above-mentioned consumers receive services from the guaranteeing supplier in accordance with the budget laws of the Russian Federation, containing:

the list of consumers to which the above-mentioned procedure for the provision of a collateral securing electricity payment obligations shall apply;

the methods of securing electricity payment obligations in respect of the above-mentioned consumers;

period for which a collateral securing electricity payment obligations shall be provided to the above-mentioned consumers;

the procedure for unconditional reimbursement for losses incurred by the electric power industry’s entities arising from non-fulfillment of electricity payment obligations by its consumers to which a collateral securing their obligations shall be provided.

In determining the above-mentioned list of consumers, the Government of the Russian Federation shall rely on the possible (economic, environmental, social) effects of limitation of the electricity consumption mode included in the list of consumers.

7. The Government of the Russian Federation shall approve the procedure for full and/or partial limitation of the mode of electricity consumption by consumers that are wholesale and retail market participants, including its level, in case of breach of obligations by consumers, as well as in case of the need for taking urgent action to prevent or respond to emergencies;

The above-mentioned procedure shall apply in case of failure to perform electricity payment obligations and shall ensure:

(as amended by Federal Law No. 250-FZ of November 4, 2007)

mandatory preliminary (at least ten-day prior) notice of the possible imposition of full and/or partial limitations on the consumption mode containing information about the balance of debt owed by the consumer for electricity, as well as the expected period of consumption mode limitations;

mandatory imposition of preliminary partial limitations on the mode of electricity consumption, including its level, prior to the full limitation of mode of electricity consumption, including its level;

prohibition against violation of the rights of other consumers in connection with the limitations imposed on the mode of electricity consumption, including its level;

liability for breaching the procedure for the limitation of the mode of electricity consumption, including its level, causing losses to consumers and/or electricity sellers;

mandatory provision of a collateral securing electricity payment obligations by the groups of consumers specified in paragraph 6 of this article using the funds from budgets of proper levels;

measures for social protection of citizens of the Russian Federation, including payment of compensation for the cost of electricity, taken in accordance with the laws of the Russian Federation;

unacceptability of limiting the mode of electricity consumption before the expiration of the term of collaterals provided from the proper level budgets.

8. To prevent the threat of breach of stable mode of operation of the Unified Power System of Russia and prevent a system-wide accident in case of electricity and capacity shortage, limitations shall be imposed by dispatching administrators on the mode of electricity consumption, including its level, including limitations arising from the use of automatic protective devices and protective relays, in accordance with the procedure established by the Government of the Russian Federation.

9. For the purposes of preventing the interruption of electricity supply to its consumers for reasons beyond the control of the electric power industry’s entities, which is caused, in addition to other reasons, by natural hazards or other emergencies, the constituent entities of the Russian Federation shall establish collegial bodies – centers ensuring secure power supply to its consumers, which shall adopt decisions to take measures necessary to prevent and/or eliminate the effects of interruption of power supply to its consumers in accordance with the procedure established by the Government of the Russian Federation.

(paragraph 9 is introduced by Federal Law No. 250-FZ of November 4, 2007)

Article 39. Regulation of Activities Related to Electricity Supply to Households
1. Removed. – Federal Law No. 250-FZ of November 4, 2007.

2. The electricity purchase and sale agreement of guaranteeing suppliers shall be a public agreement.

3. In case of breach of the procedure for limitation of the mode of electricity consumption, including its level, losses resulting from such improper limitation of the electricity consumption mode shall be reimbursed in full.

4. When the electricity consumer is billed for electricity, the supplier shall be obliged to separately indicate the cost of purchased electricity, the cost of electricity transmission services and the cost of other services the provision of which is an integral part of the process of electricity supply to consumers.

Article 40. Pricing in Retail Markets
1. The government regulation of markups of guaranteeing suppliers shall be performed in the retail markets. Regulated markups shall be included in the price of electricity supplied by guaranteeing suppliers to electricity consumers. Regulated markups shall include expenses incurred by guaranteeing suppliers in connection with mandatory participation in the wholesale market guarantee system.

The government regulation of markups of guaranteeing suppliers shall be performed in accordance with the foundations of pricing in the domain of regulated prices (tariffs) in the electric power industry and the rules of government regulation (revision, application) of prices (tariffs) in the electric power industry approved by the Government of the Russian Federation.

The prices of electricity (capacity) sold by the guaranteeing supplier shall be determined based on the prices of electricity and capacity purchased by the guaranteeing supplier, including regulated and retail prices, the markup of the guaranteeing supplier and the prices of goods (services) whose production (provision) is inseparably associated with the process of electricity supply to consumers.

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The prices of (tariffs for) electricity supplied to electricity consumers by power sales entities that are not guaranteeing suppliers shall be free of control and formed under the influence of supply and demand and shall not be subject to government regulation.

Article 41. Functioning of Engineering Infrastructure of Retail Markets
1. The engineering infrastructure of retail markets shall be composed of:

territorial grid entities transmitting electricity;

dispatching administrators in retail markets.

The above-mentioned entities shall be prohibited from performing activities related to the purchase and sale of electricity (with the exception of purchase of electricity by territorial grid entities for the purposes of compensating losses in electric grids) and in the performance of functions of a guaranteeing supplier as provided for by the Government of the Russian Federation.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

In accordance with Federal Law No. 250-FZ of November 4, 2007 three-hundred and sixty-five days after the above-mentioned law comes into force paragraph 2 of article 41 shall be amended to read as follows:

"2. Dispatching administration in retail markets shall be carried out by the system operator and dispatching administrators in technologically isolated territorial electric power systems in respect of electric power facilities and power receiving units of electricity consumers whose process conditions and operating condition affect the electric mode of the Unified Power System of Russia."

2. Entities performing dispatching administration functions in retail markets shall be included in a single dispatching administration structure and execute dispatching commands and instructions given by the system operator and upper-level dispatching administrators.

3. Access to electric grids and electricity transmission services in retail markets shall be regulated in accordance with the procedure established by the Government of the Russian Federation.

4. Entities performing electricity transmission activities (grid companies) as part of fulfillment of their obligations to electricity consumers under an agreement for the provision of electricity transmission services, as well as entities that own electric grid facilities to which the power receiving devices of electricity consumers are connected and do not perform activities related to the transmission of electricity to such consumers in accordance with the procedure defined by the Government of the Russian Federation shall be obliged to manage relations concerning electricity transmission with other grid companies whose electric grids are interconnected in series and are used for the supply of electricity (capacity) to the electricity consumer concerned.

(paragraph 4 as amended by Federal Law No. 250-FZ of November 4, 2007)

Chapter 8. CHARACTERISTICS OF PERFORMANCE OF BUSINESS ACTIVITIES IN THE ELECTRIC POWER INDUSTRY

Article 42. Government Expert Review of the Project Documentation of Electric Power Facilities Which are Assets Under Construction and Government Construction Supervision of the Construction, Rehabilitation and Turnaround Maintenance of These Facilities
(as amended by Federal Law No. 232-FZ of December 18, 2006)

Government expert review of the project documentation of electric power facilities which are assets under construction and government construction supervision of the construction, rehabilitation and turnaround maintenance of these facilities shall be carried out in accordance with the laws of the Russian Federation on urban planning activities.

Article 43. Characteristics of Maintaining Accounting Records with Respect to Income, Products and Costs by Type of Activity in the Domain of the Electric Power Industry

1. Electric power industry’s entities shall be obliged to maintain separate accounting records (including primary accounting records) with respect to products, income and costs by the following type of activity in the domain of the electric power industry:

electricity generation;

electricity transmission (including the operation of electric grid facilities);

sale (retail sale) of electricity;

dispatching administration.

2. Guidelines for maintaining separate accounting records by type of activity in the domain of the electric power industry shall be established by the Government of the Russian Federation.

Article 44 shall come into force on July 1, 2008 (Article 47 hereof).

Article 44. Characteristics of Decommissioning of Electric Power Facilities
1. For the purposes of preventing the infringement of rights and legitimate interests of the electric power industry’s entities and electricity consumers the possessors and other legal owners of the electricity generation equipment whose installed capacity exceeds the values defined by the Government of the Russian Federation, as well as the possessors and other legal owners of electric grid facilities shall be obliged to obtain concurrence from:

the system operator for the temporary suspension of the electric power facilities concerned for maintenance, except in case of emergency shutdown of equipment;

the federal executive body authorized by the Government of the Russian Federation and the system operator for the final decommissioning of the electric power facilities concerned.

The procedure for the decommissioning and suspension for maintenance of electric power facilities shall be established by the Government of the Russian Federation in accordance with the federal laws.

2. The system operator providing concurrence for the temporary suspension of electric power facilities for maintenance shall be obliged to provide such concurrence, but shall be entitled to demand that the possessor or other legal owner of the above-mentioned facilities postpone such suspension for not more than six months in case of threat of electricity shortage in the wholesale market (transmission capacity shortage in certain electric grid sections) resulting from the suspension of the facilities concerned.

If several possessors or other legal owners of electric power facilities simultaneously request that the system operator provide concurrence for their suspension for maintenance, the system operator, when providing such concurrence, shall not be entitled to perform actions creating discriminatory or, on the contrary, favorable conditions for the activity of certain entities from among the above-mentioned possessors.

3. The federal executive body authorized by the Government of the Russian Federation to provide concurrence for the final decommissioning of the electric power facilities concerned shall be obliged to provide such concurrence, but shall be entitled to demand that the possessors of the above-mentioned facilities postpone such decommissioning for not more than two years in case of threat of electricity shortage in the wholesale market (transmission capacity shortage in certain electric grid sections) resulting from the decommissioning of the facilities concerned. If the further operation of such facilities causes irretrievable financial losses, the appropriate reimbursement shall be made to the possessors or other legal owners of these facilities.

4. Losses incurred by the possessors or other legal owners of electric power facilities as a result of the limitation of their rights to decommission the above-mentioned facilities shall be reimbursed in accordance with the laws of the Russian Federation.

5. The liability of persons breaching the procedure for the suspension of the electric power facilities concerned for maintenance and their final decommissioning established by this article shall be defined by the wholesale market rules.

6. The provisions of this article shall cover nuclear power plants and shall be adjusted for the characteristics of their functioning established by the laws of the Russian Federation on nuclear power use.

7. If the possessors or other legal owners of electric power facilities notify the federal executive body authorized by the Government of the Russian Federation of their intent to stop using these facilities, the Government of the Russian Federation shall be entitled to demand that possessors or other legal owners put up these facilities for sale by tender and, in the absence of other persons interested in acquiring such facilities, purchase them for the purposes of preserving the system of life support for households residing in the territory concerned.

Article 45. Regulation of Heat Supply of the Russian Federation

Relations concerning heat supply to consumers shall be governed by the federal laws and other regulations of the Russian Federation, the laws and other regulations of the constituent entities of the Russian Federation adjusted for the characteristics of dispatching administration of the cogeneration mode of operation of thermal power plants, the characteristics of participation in the wholesale market of the wholesale market participants generating electricity and heat in a cogeneration mode (established by this Federal Law), as well as the characteristics of government regulation of the prices of (tariffs for) cogenerated electricity and heat established by the Government of the Russian Federation.

Article 46. Formation of Prospective Engineering Reserve of Electric Power Generating Capacity
1. For the purposes of maintaining in the Unified Power System of Russia a sufficient reserve of installed generating capacity a prospective engineering reserve of electric power generating capacity shall be formed.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The procedure for the formation of a prospective source of funds for services related to the formation of engineering reserve of electric power generating capacity shall be established by the Government of the Russian Federation.

(as amended by Federal Law No. 250-FZ of November 4, 2007)

Article 47. Entry into Force of this Federal Law

1. This Federal Law shall come into force as from the day of its official publication, with the exception of paragraph 2 of article 7, paragraphs 1 - 3 of article 8, paragraph 3 of article 12, articles 34 and 44 of this Federal Law, as well as the restrictions imposed on the groups of entities, affiliates of the Unified National (All-Russian) Power Grid management organization and the system operator by paragraph 4 of article 8 and paragraph 4 of article 12 of this Federal Law.

Paragraph 2 of article 7, paragraphs 1 - 3 of article 8, paragraph 3 of article 12, articles 34 and 44 of this Federal Law, as well as the restrictions imposed on the groups of entities, affiliates of the Unified National (All-Russian) Power Grid management organization and the system operator by paragraph 4 of article 8 and paragraph 4 of article 12 of this Federal Law shall come into force on July 1, 2008.

The provisions of article 32 of this Federal Law shall apply with due consideration of the characteristics established by the wholesale market rules for the purchase and sale of electricity and capacity sold at regulated prices (tariffs).

(paragraph 1 as amended by Federal Law No. 250-FZ of November 4, 2007)

2. The wholesale market rules may not come into force within less than 90 days of the day of their approval by the Government of the Russian Federation.

V. PUTIN

President
of the Russian Federation
Moscow, Kremlin
March 26, 2003
No. 35-FZ
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