GOVERNMENT OF THE RUSSIAN FEDERATION

DECREE
No. 109
of February 26, 2004

ON PRICE FORMATION FOR ELECTRIC AND THERMAL ENERGY
IN THE RUSSIAN FEDERATION

(in the wording of RF Government Decree Nos 893, 620, 676, 738 of 31.12.2004, 17.10.2005, 11.11.2005, 07.12.2005, respectively)
The Government of the Russian Federation decrees:

1. To approve the enclosed documents, namely:

Fundamentals of Price Formation for Electric and Thermal Energy in the Russian Federation;

Rules of the State Regulation and Application of Tariffs for Electric and Thermal Energy in the Russian Federation.

2. The federal executive bodies, shall develop and approve methodological guidelines and other documents envisaged by the Fundamentals of Price Formation for Electric and Thermal Energy in the Russian Federation and the Rules of the State Regulation and Application of Tariffs for Electric and Thermal Energy in the Russian Federation.

3. To acknowledge no longer in force RF Government Decree No. 226 of April 2, 2002 “On Price Formation for Electric and Thermal Energy” (Code of Laws of the Russian Federation, 2002, No. 15, Article 1431).

Acting Chairman of the Government
of the Russian Federation  

                                                                                                  V.KHRISTENKO

Approved by

RF Government Decree No. 109 

of February 26, 2004
FUNDAMENTALS OF PRICE FORMATION

FOR ELECTRIC AND THERMAL ENERGY IN THE RUSSIAN FEDERATION

(in the wording of RF Government Decree Nos 893, 620, 676, 738 of 31.12.2004, 17.10.2005, 11.11.2005, 07.12.2005, respectively)
I. General

1. The Fundamentals of Price Formation for Electric and Thermal Energy in the Russian Federation elaborated in accordance with the Federal laws “On Price Formation for Electric and Thermal Energy in the Russian Federation and “About Power Industry” determine the basic principles and methods of regulation of tariffs (prices) for electric and thermal energy and for the respective services.
2. The following notions are used in the present document:
“regulating authorities” mean the Federal Tariff Service and executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs;
(in the wording of RF Government Decree No. 893 of 31.12.2004)
“regulatory activity” means the activity within the framework of which  the settlements for the supplied products (services) is carried out according to the tariffs (prices) subject to state regulation. This notion is used exclusively with the purpose of identifying the expenses related to the regulatory activity and does not mean the application of any other regulation with respect to this activity except the establishing of tariffs (prices); 
“tariffs” mean the system of price rates according to which  there is performed the settlement for electric energy (power) and thermal energy (power) as well as for the respective services rendered to the organizations performing the regulatory activity;
“price of electric energy” means the price of the unit of electric energy with due regard for the cost of power not including  the cost of its transmission services and other respective services;
“price formation” means the process of settlement and establishing of regulated tariffs (prices) used when performing the settlements for electric and thermal energy as well as for the respective services rendered to the organizations performing the regulatory activity;
“validity term of tariffs (prices)” means the period of time between changes of tariffs (prices) by the regulating authorities; 

“accounting regulation period” means the period having a minimum duration of one year for which  the tariffs (prices) are established;
“necessary gross proceeds” mean the economically substantiated volume of financial means necessary for the organization to perform the regulatory activity during the accounting regulation period.
The meanings of other notions used in the present document correspond to those adopted for use in the RF legislation.

II. System of tariffs (prices)

3. Incorporated into the system of tariffs (prices) are following notions:

(1) tariffs (prices) for electric energy (power) on the wholesale market and/or their limit (minimum and/or maximum) levels, including the regulated sector and free trade sector; 

(2) tariffs (prices) for electric energy (power) and thermal energy (power) on the retail market;

(3) tariffs (value of payment) for the services rendered on the wholesale and retail markets of electric energy (power) and on the retail market of thermal energy.
III. Principles and methods of regulation of tariffs (prices)

4. Regulation of tariffs (prices) is carried out in accordance with the purposes and principles of the state regulation envisaged by the Federal laws “About price formation for electric and thermal energy in the Russian Federation and “About power industry”.
5. Regulation of tariffs (prices) is based on the principle of obligatoriness of separate accounting of the volumes of products (services), profits and expenses concerning the transmission and sale of electric energy in accordance with the RF legislation for the organizations performing the regulatory activity. 
When establishing the tariffs (prices), a repetitive accounting of one and the same expenses concerning the specified kinds of activity is not allowed.
6. The organizations operating the regulatory activity shall carry out a separate accounting for the following kinds of activity:
(1) production of electric energy;

(2) production of thermal energy;

(3) transmission of electric energy over the unified national (all-Russian) electrical grid;
(4) transmission of electric energy over the distribution networks;

(5) transmission of thermal energy;

(6) rendering of services concerning the organization and functioning and development of the Unified Energy System of Russia;

(7) organization of functioning of the electric energy (power) wholesale market trade system;

(8) provision for the system reliability;

(9) technological connection to the electrical grids;

(10) operating dispatcher control  in the power industry;
(11) sale of electric energy;

(12) sale of thermal energy.

7. When establishing the tariffs, the regulating authorities take adequate measures to exclude the economically non-substantiated expenses of the organizations performing the regulatory activity from the calculations.
If, proceeding from the results of the regulation accounting period and on the basis of statistical and accounting statements and some other materials, there were revealed non-substantiated expenses of the organizations performing the regulatory activity at the expense of revenues resulting from the regulatory activity, the regulating authorities shall take the decision on excluding these expenses from the sum of expenses accounted for when establishing the tariffs for the succeeding accounting regulation period.
8. The regulating authorities, on the basis the measures previously agreed upon with them and aimed at reduction of the expenses of the organizations performing the regulatory activity, shall retain the estimated level of expenses accounted for when regulating the tariffs for the period preceding the reduction of expenses within two years after termination of the pay-back period of expenses used for performing these procedures.
9. If the organization is performing some other kinds of activities apart from the regulatory activity, the expenses for their implementation and the profits (losses) earned from these kinds of activities are not accounted for when calculating the regulated tariffs (prices).
The expenses for maintaining the social infrastructure of the federal state unitary enterprise Rosenergoatom (hereinafter referred to as Rosenergoatom group of companies) and of other nuclear power industry organizations that supply the electric energy to the wholesale market are accounted for in the tariffs in accordance with the procedure approved by the Federal Tariffs Service as agreed upon with the Ministry of nuclear energy of the Russian Federation.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
10. If the organizations performing the regulatory activity suffered during the accounting regulation period the economically substantiated expenses not accounted for when establishing the tariffs (prices), including the expenses associated with the objective and not planned growth of prices for the products consumed during the accounting regulation period, these expenses are accounted for by the regulating authorities when establishing the tariffs (prices) for the succeeding accounting regulation period (including the expenses associated with servicing of the borrowed facilities attracted for covering the deficiency of facilities).
11. If the organization activity is regulated by more than one regulating authority, then these regulating authorities shall coordinate the amounts of the necessary gross proceeds established by them so that the total volume of the necessary gross proceeds would compensate for economically substantiated expenses and would ensure the economically substantiated profitability of the invested capital of this organization as far as the entire regulatory activity is concerned.
12. When establishing the tariffs (prices) for electric energy (power) in the wholesale and retail market regulated sector, the financial activity results (profits or losses) in the wholesale market free trade sector are not included into the necessary gross proceeds (except the case envisaged by Item 49 of the present document).
13. When calculating the tariffs (prices) for electric energy (power) for producers who supply the electric energy (power) concurrently to the retail and wholesale markets, the financial activity results (profits or losses) on other market are not included into the necessary gross proceeds resulting from the activity on one of the said markets.
14. When regulating the tariffs, there may be established the following:

the tariffs (fixed values of tariffs for a unit of products, works, services);
the minimum limit and/or maximum limit levels of tariffs.

15. When regulating the tariffs, use may be made of the following methods:

(1) the method of economically substantiated expenses (expenditures);

(2) the method of economically substantiated profitability of the invested capital;

(3) the method of indexation of tariffs. 
In case of application of the method of economically substantiated profitability of the invested capital, the expenses indicated under Items 30, 32, 33 and 34 of the present document are financed by the organizations performing the regulatory activity at the expense of the gross proceeds obtained with the use of the said method.
The indexation method is used with due regard for Item 37 of the present document. 

16. When using the method of economically substantiated expenses (expenditures), the tariffs are calculated on the basis of the amount of the necessary gross proceeds of the organizations performing the regulatory activity from realization of each type of products (services) and estimated volume of production of the respective type of products (services) for the accounting regulation period.
The estimated annual volume of output of products and/or rendered services is determined proceeding from the summary forecast balance of production and supplies of electric energy (power) formed by the Federal Tariffs Service within the framework of the Unified Energy System of Russia for the subjects of the Russian Federation (hereinafter referred to as the summary balance).
(in the wording of RF Government Decree No. 893 of 31.12.2004)
The summary balance is formed by the Federal Tariffs Service with a quarterly and monthly break-up using the principle of minimizing the total cost of electric energy (power) supplied to the consumers with participation of the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs, i.e., the body rendering the services for organization of functioning and development of the Unified Energy System of Russia being the trade system administrator and electric energy wholesale market system operator. 
(in the wording of RF Government Decree No. 893 of 31.12.2004)
The procedure of forming the summary balance and introducing the alterations and specifications therein is determined by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
The peculiarities of calculation and establishing of tariffs for the services rendered to the organizations performing the regulatory activity are determined as set forth in Section VI of the present document.
17. Determination of the composition of expenses included into the necessary gross proceeds and estimation of their economic substantiation are carried out in accordance with the RF legislation and normative legal acts regulating the relations in the accountancy sphere.
18. Included into the necessary gross proceeds are the expenses planned for the accounting regulation period that decrease the taxation base of the income tax of the organizations (expenses associated with the production and realization of the products (services) and non-sale expenses), and the expenses not accounted for when determining the taxation base of the income tax (attributable to the profits after taxation).  

19. Expenses associated with the production and realization of the products (services) according to the regulated kinds of activity include the following groups of expenses:
(1) expenses for fuel;

(2) expenses for purchased electric and thermal energy;
(3) expenses for payment for the services rendered to the organizations performing the regulatory activity;

(4) expenses for raw materials and materials;

(5) expenses for repair of basic assets;
(6) expenses for remuneration of labor and fringe benefit expenses;

(7) expenses for capital consumption and amortization of intangible assets;

(8) other expenses.

20. Expenses not accounted for when determining the taxation base of the income tax (attributable to the profits after taxation) include the following main groups of expenses:
(1) capital investments (investments) for expanded reproduction;

(2) payment of dividends and other incomes from the profits after payment of taxes;

(3) contributions to authorized funds (reserve capitals) of the organizations; 
(4) other economically substantiated expenses attributed to the profits after taxation, including the expenses of organizations for granting the privileges to their employees, guarantees and compensations in accordance with the branch tariff agreements.
21. The amount of profit tax of organizations is included into the necessary gross proceeds.

22. The expenses for fuel included into the necessary gross proceeds are determined proceeding from the following: 

(1) rates of specific fuel consumption (except nuclear fuel) differentiated according to the types of the generating equipment and types of fuel necessary for the production of one kilowatt-hour of electric energy and one giga-calorie of thermal energy approved by the Ministry of energy of the Russian Federation as agreed upon with the Federal Tariffs Service;

(in the wording of RF Government Decree No. 893 of 31.12.2004)
(2) prices for fuel determined as under Item 36 of the present document;

(3) demands of nuclear power plant units for nuclear fuel determined in the established order, including the creation of the nuclear fuel reserve stock therein;
(4) estimated volumes of fuel consumption (except the nuclear fuel) with due regard for the structure of its use created for the last three years;
(5) rates of creating the fuel reserves (except the nuclear fuel) calculated in accordance with the procedure approved  by the Ministry of energy of the Russian Federation as agreed upon with the Federal Tariffs Service;

(in the wording of RF Government Decree No. 893 of 31.12.2004)
23. The expenses for purchased electric energy are determined as under Item 36 of the present document.
24. The expenses for payment for the services of organizations performing the regulatory activity are separated out into a special group. The expenses for payment for the said services are determined on the basis of the tariffs established by the regulating authorities and the volume of services rendered in the accounting regulation period in accordance with the provisions of Section VI of the present document. 
25. The expenses for purchasing the raw materials and materials used for production and utility purposes are calculated on the basis of the prices determined as under Item 36 of the present document and the rates of consumptions approved by the Ministry of energy of the Russian Federation and the Ministry of nuclear energy of the Russian Federation, respectively.
26. When determining the expenses for performing the repair works, taken into consideration are the following factors:
(1) the norms of expenses (with due regard for their indexation) for repair of the main assets approved by the Ministry of energy of the Russian Federation and the Ministry of nuclear energy of the Russian Federation, respectively.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
(2) the prices specified under Item 36 of the present document;

(3) the programs of performing the repair works ensuring a reliable and safe functioning of the production and technical  objects and prevention of emergency situations approved in the established order.
27. When determining the expenses for remuneration of labor included into the necessary gross proceeds, the regulating authorities define the amount of the labor remuneration fund in accordance with the branch tariff agreements concluded by the respective organizations and the actual labor remuneration fund volume in the last accounting regulation period with due regard for the consumer price index forecast. 

28. The basic assets depreciation amount used for calculating the tariffs is determined in accordance with the normative legal acts regulating the relations in the accountancy sphere. When calculating the profits tax of organizations, the basic assets depreciation amount is determined in accordance with the Tax code of the Russian Federation.

29. Included into composition of other expenses, taken into consideration in the necessary gross proceeds are the following:
(1) expenses for works and services of production nature performed according to the agreements concluded with the organizations that perform the scheduled maintenance works (determined as under Item 36 of the present document);

(2) expenses for works and services of non-production nature performed according to the agreements concluded with the organizations, including the expenses for communication services, extradepartmental security services, municipal services, juridical, informational and consulting services, etc. (determined as under Item 36 of the present document);

(3) appropriations intended for forming the reserves so as to ensure safety of nuclear power plants at all the stages of life cycle and development determined in the established order;
(4) payment for maximum allowable emissions (discharges) of pollutants into the environment;

(5) property leasing payment; 

(6) expenses for business trips, including the procurement of visas and other levies;

(7) expenses for personnel training;

(8) expenses for insurance;

(9) deductions for performance of supervision and inspection procedures carried out by the supply authorities according to the standards approved in the established order;

(9.1) expenses for ensuring safety of power plants, electrical grids and other power industry objects agreed upon with the respective regulating authority;

(Subitem 9.1 was introduced by RF Government Decree No. 893 of 31.12.2004)
(10) other expenses associated with the production and/or realization of products determined in the order established by the Federal Tariffs Service.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
About disregarding the claim on acknowledgement of the first paragraph of Item 30 as invalid. Refer to Decisions N КАS05-559, N КАS05-560 of the Supreme Court of the Russian Federation dated 06.12.2005.

30. Non-sale expenses including the doubtful debts expenses are included into the necessary gross proceeds. Thereat, the debit indebtedness occurred as a result of performance of the respective kind of regulated activity may be accounted for in the doubtful debts reserve. Payment of doubtful debts for the redemption of which there was created the reserve included into the tariff during the preceding regulation period is acknowledged as the profit and excluded from the necessary gross proceeds in the subsequent regulation period with due regard for payment of the profit tax concerning the organizations.

The expenses for temporary closing-down of the main production facilities used in some kinds of regulatory activity are also included into non-sale expenses.

31. In case of no standards for separate expenditure items, it is allowed to use in the calculations the expert evaluations based on the returns submitted by the organization performing the regulatory activity.
32. The investment expenses in the accounting regulation period are determined on the basis of the investment programs (projects) of development of the organizations performing the regulatory activity agreed upon in the established order. The investment programs (projects) shall contain the list of objects, volumes of investments, terms of their utilization, sources of financing of capital investments as well as estimation of the terms of recoupment of capital investments.
The facilities for financing the capital investments committed toward the production development are determined with due regard for the depreciation deductions and the sums of long-term borrowed means, as well as the conditions of their return.

Thereat, the regulating authorities shall take into consideration the expenses associated with the return and servicing of the long-term borrowed means committed toward the financing of capital investments beginning from the moment of receipt of the facilities aimed at the project realization as well as ensure the accounting of such expenses when calculating the tariffs for the subsequent accounting regulation periods during the entire agreed recoupment period of the project.
33. The estimated value of dividends (distributable profit) accounted for during the accounting regulation period as part of the necessary gross proceeds is determined with due regard for the sum of dividends (distributable profit) claimed by the organizations performing the regulatory activity for the accounting regulation period and proceeding from the sums of actually paid dividends for the last three years, as well as with due regard for the profit gained during the last accounting period and left after payment of taxes and levies.
Payments made to the federal budget for the use of the federal-owned property are accounted for during the accounting regulation period as part of the necessary gross proceeds.

34. Economically substantiated expenses for making contributions to the authorized funds (reserve capitals) and to valuable-paper investments of the organizations performing the regulatory activity are included into the necessary gross proceeds in the cases envisaged by the RF legislation.
35. When calculating the tariffs using the method of economically substantiated expenses, the gross profit should correspond to economically substantiated level of profitability of the invested capital of the organizations performing the regulatory activity. The tariffs calculated in such a manner should not exceed the maximum limit levels of tariffs established in accordance with Item 53 and Subitem 2 of Item 63 of the present document.
The economically substantiated level of profitability of the invested capital is determined by the regulating authority on the basis of the inflation level forecast adopted when forming the federal budget for the succeeding financial year with due regard for the cost of the long-term borrowed capital existing on the financial market during the accounting period. The said level of profitability should not exceed the refinancing rate of the Russian Central Bank, but it cannot be lower than the minimum profitability of the federal loan bonds as of July 1 of the last accounting year.
Estimation of the value of invested capital for the accounting regulation period is performed on the basis of the balance sheet of the organizations performing the regulatory activity as of the last accounting date. Thereat, taken into condensation are the decisions of the control agencies of the organizations performing the regulatory activity taken in pursuance of the decisions of the RF Government and in accordance with the RF legislation resulting in the change of the value the authorized capital and added capital attributed to the kinds of regulatory activity during the accounting regulation period.
The value of invested capital is determined as the sum of shares of the authorized capital and added capital attributed to this kind of regulatory activity and long-term obligations (long-term borrowed capital soundly attributed to this kind of regulatory activity) of the organizations performing the regulatory activity.
The procedure of calculating and determining the level of profitability of the invested capital (including peculiarities of its determination during the transition period of reforming the power industry) is approved by the Federal Tariffs Service as agreed upon with the Ministry of economic development and trade of the Russian Federation and is used for the following kinds of regulatory activity: production of electric energy, production of thermal energy, transmission of electric energy, transmission of thermal energy and operating dispatcher control  in the power industry.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
36. When determining the expenses specified under Items 22 through 26 and 29 of the present document, the regulating authorities are making use of the following: 

(1) the state-controlled tariffs (prices);
(2) the prices established on the basis of agreements concluded as a result competitions, bids, auctions and other purchasing procedures ensuring the target and efficient flow of monetary assets;
(3) officially published forecast market prices and tariffs established for the accounting regulation period including the futures-trading stock exchange prices for fuel and raw materials.
In case of no such data, use is made of the forecast indices of price variations in the branches of industry.

37. If the inflation level (index of consumer costs) determined in the forecast of social-and-economic development of the Russian Federation does not exceed twelve (12) percent a year during the accounting regulation period, the regulating authorities have the right to use the method of indexation of tariffs when regulating the tariffs (including but not limited to one year and more) on the basis of the inflation level forecast (index of consumer costs).

Subject to indexation are previously approved the minimum limit and/or maximum limit levels of tariffs and tariffs for the products (services) of the organizations performing the regulatory activity. 
When using the said method, the tariffs are established in accordance with methodological  guidelines approved by the Federal Tariffs Service, which account for: 

(in the wording of RF Government Decree No. 893 of 31.12.2004)
(1) the programs of reducing the expenses of the organizations performing the regulatory activity agreed upon with the regulating authorities;
(2) changes of the composition and/or volumes of financing of the power industry investment program;
(3) deviations of the actual indices of production of electric energy from the forecasted indices at hydraulic power plants;
(4) deviations of the actual prices for fuel from the forecasted ones;

(5) deviations of the actual index of consumer prices from those adopted when establishing the tariffs of forecast index; 

(6) variations of the normative legal acts including the taxation legislation affecting the amounts of expenses of the organizations performing the regulatory activity. 

The regulating authorities perform the annual analysis of the effect of tariffs established by them on the financial and economic state of the organizations performing the regulatory activity, on the level of inflation, on the financial and economic state of consumers of the products (services) of the said organizations and on the level of the population life so as to take into consideration the results of this analysis when establishing the tariffs for the succeeding accounting regulation period.

IV. Price formation on the wholesale market 
Regulated sector
38. In the regulated sector, the purchase and sale of electric energy (power), including that for subsequent export delivery is performed according to the regulated tariffs established by the Federal Tariffs Service for the accounting regulation period proceeding from the equality of cost values of purchased electric energy and electric energy delivered to the wholesale market as well as proceeding from the delivery and consumption volumes of electric energy (power) on the wholesale market (disregarding the deviation sector) approved by the Commission in the consolidated balance.

(in the wording of RF Government Decree No. 893 of 31.12.2004).
39. Allocation of the volumes of production and deliveries of electric energy (power) in the regulated sector (disregarding the deviation sector) in the consolidated balance is carried out in the established order.
40. Within the limits of one price zone of the wholesale market, the customers pay for the electric energy (power) according to similar tariff rates unless otherwise specified by the legislation of the Russian Federation. The use of tariff rates different from the said tariff rates, effective as of the date this document comes into force, terminates (including phase-by-phase basis) on decision of the Federal Tariffs Service agreed upon with the Ministry of economic development and trade and the Ministry of energy of the Russian Federation.

(in the wording of RF Government Decree No. 893 of 31.12.2004).

The tariff rates different from the said tariff rates are also used on decision of the Federal Tariffs Service in case the electric energy (power) suppliers performing their activity on the wholesale market acquire the right for participation in the regulated sector during the current regulation period with respect to the wholesale market customers for whom the volume of purchased electric energy (power) in the regulated sector, before the date when the said electric energy (power) suppliers acquired the right for participation in the regulated sector, was determined with due regard for the volumes of electric energy (power) of these suppliers. During the subsequent regulation periods or in case the said suppliers acquired the right for participation in the regulated sector since the beginning of the regulation period, the tariff rates different from the specified tariff rates for all the wholesale market customers performing their activity on the territory of the respective subject of the Russian Federation are established with due regard for the tariffs and volumes of electric energy (power) established for the said suppliers.

(this paragraph was introduced by RF Government Decree No. 676 of 11.11.2005).
41. On the wholesale market, for the suppliers and customers there are established the two-rate tariffs and/or their threshold levels including the rate for one kilowatt-hour of electric energy and the rate for one kilowatt of installed generating capacity. The cost of services rendered on the wholesale and retail markets of electric energy (power) is not included into the said tariffs.

The customer pays for the electric energy (power) according to the prices for electric energy (with due regard for the power) determined proceeding from the established two-rate tariffs for electric energy and power as well as the volumes of electric energy (power) consumed by this customer approved in the consolidated balance.
Methodological  guidelines for calculation of the said tariffs and prices are approved by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004).
Calculation of the price for electric energy with due regard for the power is performed on the basis of two-rate tariffs established for the customers according to the Rules of electric energy (power) wholesale market of the transition period (hereinafter referred to as the Rules of wholesale market) as well as according to methodological  guidelines approved by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004).
42. When calculating the tariff rate for installed generating capacity of the wholesale market suppliers, included into the necessary gross proceeds are the expenses for maintaining the maximum accessible generating capacity of each supplier accounted for in the consolidated balance for the calculation regulation period including the expenses for maintaining the power technological reserve. 
43. The share of installed generating capacity of each supplier, the calculations with respect to which are carried out in the regulated sector, is determined in accordance with the Rules of wholesale market. 

44. The power technological reserve, the expenses for maintaining of which are included in accordance with Item 42 of the present document into the necessary gross proceeds when calculating the tariff rate for installed generating capacity, includes the operating and strategic power reserves.

(in the wording of RF Government No. 738 of 07.12.2005).
The value of the operating power reserve is determined by the Ministry of energy of the Russian Federation with participation of the system operator.

The value of the strategic power reserve is determined by the Ministry of energy of the Russian Federation in coordination with the Federal Tariffs Service, Ministry of economic development and trade of the Russian Federation and Ministry of atomic energy of the Russian Federation as well as with participation of the agency rendering the services on organization of functioning and development of the Unified Energy System of Russia and the system operator on the basis of perspective balances of electric energy and power.
(in the wording of RF Government Decree No. 893 of 31.12.2004).
The said kinds of the technological power reserve are distributed over separate power plants and generating equipment (turbine-generator sets, hydroelectric units) proceeding from the principle of minimizing the total expenses of customers, participants in the wholesale market, for purchasing the electric energy and maintaining the generating capacity (production of electric energy).
(in the wording of RF Government No. 738 of 07.12.2005).
45. The procedure of forming and allocation of the technological power reserve in the Unified Energy System of Russia is approved by the Ministry of energy of the Russian Federation as agreed upon with the Federal Tariffs Service, the Ministry of economic development and trade of the Russian Federation and the Ministry of atomic energy of the Russian Federation.
(in the wording of RF Government Decree No. 893 of 31.12.2004).
46. The Federal Tariffs Service may establish the maximum limit levels of tariffs in the regulated sector within the limits of one price zone, at least one year beforehand, for electric energy (power) sold according to the purchase-and-sale contracts concluded between: 
(in the wording of RF Government Decree No. 893 of 31.12.2004)
customers and suppliers, with respect to the volumes of consumption and production of electric energy exceeding the consumption and production volumes included into the consolidated balance for the year of 2003;

customers and suppliers having the generating objects to be put into service after December 31, 2003 at the expense of investments not included into the investment programs, agreed upon in the established order according to Item 32 of the present document, of the organizations performing the regulatory activity, with respect to the generating capacities not included into the operating power reserve at the moment of concluding the bilateral contracts.
When establishing the tariffs for the year to come, the additional profits and losses of suppliers suffered by them during realization of the electric energy (power) according to the bilateral purchase-and-sale contracts are not taken into consideration. 

47. When rendering the services on organization of functioning of the wholesale market trade system including the services on organization of the purchase-and-sale procedure and settlement for electric energy (power) in the regulated sector, use is made of the tariffs established by the Federal Tariffs Service for the suppliers and customers of this price zone.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
48. If, proceeding from the results of the regulation accounting period, there is revealed a discrepancy between the cost of actually supplied and the cost of paid electric energy, the Federal Tariffs Service takes adequate measures to eliminate this discrepancy in the period to come.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
49. Determination of the amount of facilities necessary for the Rosenergoatom group of companies to perform the duties of the nuclear power plants using organization and to ensure the safety of functioning and development of the nuclear power plants is effected by the Federal Tariffs Service.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
The deficiency of facilities of the Rosenergoatom group of companies for implementing the said purposes as a result of prices formed in the free trade sector for electric energy is compensated for by increasing the tariff for installed generating capacity in the regulated sector. 
49.1. The tariff for electric energy produced by the electric energy generating object put into service according to RF Government Decree No. 738 of December 7, 2005 is determined by the Federal Tariffs Service as specified under this Item.
Whenever gas is used as the main fuel, the tariff for electric energy is determined by the formula used for calculating the tariff for electric energy and defined by the rules, approved by this Decree, for conducting the competitions of investment projects intended for forming the perspective technological reserve of electric energy producing powers on the basis of the claimed parameters selected proceeding from the results of the competition investment project, including the prices for gas, specific gas consumption differentiated depending on the loading conditions of the generating objects, the amount of payments made by the investment project executor in the sphere of power industry, which depends on the volume of production (consumption) and/or supply (purchase) of electric energy and defined by the competition conditions and the index of return on capital used in the production of electric energy, which is uniform for all the investment projects.  

Whenever other types of fuel (coal, fuel oil, hydraulic resources or another source of primary energy) are used as the main fuel in the electric energy production, the tariff for electric energy is determined proceeding from the cost of electric energy presented in the investment project carried out according to the said Decree and selected proceeding from competition results; the cost is envisaged for each year of the entire term of payment for the services on forming the perspective technological reserve of powers in electric energy production separately for any of the three loading conditions of the electric energy producing object, which envisages various ranges of using the installed generating capacity of the said  electric energy producing object, as well as proceeding from the amount of payments, depending on the volume of production (consumption) and/or supply (purchase) of electric energy, made in accordance with the agreements necessary for implementing the activity in the sphere of power industry and participation in the wholesale and retail markets of electric energy (power) in accordance with the electric energy legislation.
(Item 49.1 was introduced by RF Government Decree No. 738 of 07.12.2005)

Deviations sector
50. Calculation of the cost of deviations of the volumes of actual production (consumption) of electric energy by the wholesale market participants from the volumes of their hourly production (consumption) is performed with the use of the regulated sector tariffs in accordance with the Rules of wholesale market and the procedure approved by the Federal Tariffs Service.
(in the wording of RF Government Decrees Nos 893 and 620 of 31.12.2004 and 17.10.2005, respectively)
Free trade sector
51. The prices in the free trade sector cannot be higher than the overall price level established by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
The value of the overall price level in the free trade sector is determined in accordance with methodological  guidelines approved by the Federal Tariffs Service and the Rules of wholesale market.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
52. Peculiarities of price formation on the wholesale market in the part not regulated by this document are determined by the Rules of wholesale market.
V. Price formation on retail market

53. On the basis of forecast of the social-and-economic development of the Russian Federation for the succeeding year approved by the RF Government, the Federal Tariffs Service, before endorsement in the first reading of the draft federal law of the federal budget for the succeeding year, establishes: 
(in the wording of RF Government Decree No. 893 of 31.12.2004)
(1) the minimum limit and/or maximum limit levels of tariffs for electric and thermal energy delivered by the supply authorities to the consumers including the minimum limit and/or maximum limit levels of tariffs for the population. The said tariffs may be established with the calendar break-up and category break-up of consumers with due regard for regional and other peculiarities;

(2) the minimum limit and/or maximum limit levels of tariffs for thermal energy produced by the power plants that operate in the mode of combined production of electric and thermal energy.

The said minimum limit and/or maximum limit levels of tariffs are established for one year, minimum (including the method of indexation).  
54. The executive bodies of the subjects of the Russian Federation performing the state regulation of tariffs, before endorsement of the budget law of the subject of the Russian Federation for the succeeding year, establish on the retail market:
(1) the tariffs for electric energy delivered by the supply authorities to the consumers, including the tariffs for the population, within the framework of the minimum limit and/or maximum limit levels of tariffs established  by the Federal Tariffs Service;

(in the wording of RF Government Decree No. 893 of 31.12.2004)
(2) the tariffs for thermal energy produced by the power plants that operate in the mode of combined production of electric and thermal energy within the framework of the minimum limit and/or maximum limit levels of tariffs established  by the Federal Tariffs Service for the said thermal energy;

(in the wording of RF Government Decree No. 893 of 31.12.2004)
(3) the tariffs for thermal energy, except the tariffs for thermal energy produced by the power plants that operate in the mode of combined production of electric and thermal energy;
(4) the sales differentials of the providers of last resort (peculiarities of forming such differentials are determined according to methodological guidelines approved by the Federal Tariffs Service in accordance with the basic provisions of functioning of the electric energy retail markets and determination  of the procedure of assigning the status of provider of last resort).
(in the wording of RF Government Decree No. 893 of 31.12.2004)
The said tariffs and sales differentials are established (including the method of indexation with a break-up by years) for a period of one year, minimum, by the Federal Tariffs Service within the framework of the minimum limit and/or maximum limit levels of tariffs.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
The said tariffs are calculated in accordance with the methodological guidelines approved by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
55. When establishing the tariffs specified under Item 53 and 54 of the present document, the regulating authorities shall take into consideration the following:

(1) macroeconomic indices of forecast of the social-and-economic development of the Russian Federation for the respective year; 

(2) variation of the types and volumes of fuel used for production of electric and thermal energy as well as the prices for this fuel;
(3) variation of the volumes of electric  and thermal energy purchased by the supply authorities and delivered to the consumers, including the variation as a result of bringing the electric energy consumers to the federal (all-Russian) wholesale market of electric energy (power) and changeover of the thermal energy consumers to their own thermal supply sources;

(4) economically non-substantiated restraint of the growth of tariffs for electric and thermal energy that took place in the preceding years by fault of separate executive bodies of the subjects of the Russian Federation performing the state regulation of tariffs.
56. The state regulation of tariffs on the retail market may be performed separately with respect to the electric energy delivered to the population within the limits of the social norm of consumption and above the social norm of consumption determined according to the RF legislation.
57. The tariffs for electric and thermal energy delivered to consumers are essentially the summands of:
(1) the cost of the unit of electric (thermal) energy (power);

(2) the cost of services in transmission of the unit of electric (thermal) energy (power) and other services, which form an integral part of the process of delivering the energy to consumers.

Apart from the total payment sum, indicated separately in the electric and thermal energy charge accounts should be the cost of energy delivered to the consumer, the cost of its transmission and other services, which form an integral part of the process of delivering the energy to consumers.

58. The tariffs for electric energy (power) delivered to consumers are established by the regulating authority in three variant at a time:

(1) one-rate tariff including the full cost of one kilowatt-hour of delivered electric energy;
(2) two-rate tariff including the rate for one kilowatt-hour of delivered electric energy and the rate for one kilowatt of installed generating capacity;

(3) one-rate (two-rate) tariff differentiated according to the natural day zones (hours). 
The consumers, including those who buy a portion of electric energy in the free trade sector, independently select one of the said variants of tariffs for making the settlements for consumed electric energy having informed his supply authority at least one month before the said tariffs come into force in the established order. In case of no such notification, the settlement for electric energy (unless otherwise specified on mutual agreement between the parties) is performed according to the variant of tariff that was effective during the period preceding the accounting period. In the accounting regulation period, no change of the tariff variant is allowed, unless otherwise specified on mutual agreement between the parties.
The consumers who buy a portion of electric energy in the free trade sector are making settlements for electric energy (power) purchased in the retail market according to the tariffs established for these consumers as set forth under this Item.
59. Differentiation of the tariffs according to the groups (categories) of electric energy (power) consumers should reflect the differences in the cost of production, transmission and sale of electric energy for the groups of consumers and should be performed proceeding from the following criteria:
(1) the value of connected capacity (customer contract demand) of electric energy consumers;

(2) the mode of using the electric power by consumers;

(3) the category of the power supply reliability;

(4) the electrical grid voltage levels;

(5) other criteria in accordance with the RF legislation.

The tariffs for thermal energy are established on a per giga-calorie basis separately for consumers receiving hot water and steam with differentiation according to the steam pressure parameters.

The Federal Tariffs Service approves the methodological guidelines on formation of the groups (categories) of electric energy (power) consumers and on application of the said criteria.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
The tariffs for the products (services) of organizations carrying out the regulatory activity differentiated by the regulating authority according to the groups of consumers should ensure the attainment of the necessary gross proceeds by the said organizations in the accounting regulation period. 
Differentiation of the tariffs for electric energy (power) for consumers depending on their participation (non-participation) in the free trade sector is not allowed.
60. In the retail market, for determining the regulated tariffs for electric energy (power) delivered by supply authorities (retail suppliers) to other supply authorities (retail suppliers), the latter are considered as the consumers with respect to which the provisions of Item 59 of the present document are effective.
61. In the retail market, when settlements are made according to bilateral purchase-and-sale contracts (including long-term contracts) of electric energy (power), use is made of the tariffs established as under Items 53 and 54 of the present document.
62. In the retail market, to determine the amount of payment for electric energy consumed above the level established by the contract as well as to determine the cost of deviations of the free trade sector participants not being the regulated sector participants, use is made of the tariffs for electric energy (power) delivered by the supply authorities to the consumers approved by the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs. Thereat, use is made of the increasing (decreasing) coefficients calculated in accordance with the methodological guidelines approved by the Federal Tariffs Service.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
VI. Peculiarities of price formation with respect to the services rendered to organizations implementing the regulatory activity
63. With respect to the services rendered to organizations implementing the regulatory activity, the Federal Tariffs Service establishes the following:
(in the wording of RF Government Decree No. 893 of 31.12.2004)
(1) the tariffs for the electric energy transmission services over the unified national (all-Russian) electrical grid;
(2) the minimum limit and/or maximum limit levels of tariffs for the electric energy transmission services over the distribution networks;
(3) the tariffs for the operating dispatcher control services in the power industry;

(4) the amount of the subscriber fee for the services concerning the functioning and development of the Unified Energy System of Russia;

(5) the tariffs for the services concerning the organization of functioning of the electric energy (power) wholesale market trade system;

(6) the prices (tariffs) for the system reliability provision services;
(7) the amount of payment for technological connection to the electrical grids.

The Federal Tariffs Service approves the methodological guidelines on calculation (definition) of the said tariffs and amounts of payment.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
64. The tariffs for the electric energy transmission services over the distribution networks are determined by dividing the necessary gross proceeds of the organizations rendering such services (including those attracting for the purpose some other organizations) by the connected capacity (customer contract demand) of the services consumers in the accounting regulation period and are differentiated according to the voltage levels and other criteria established by the RF legislation and in accordance with the methodological guidelines approved by the Federal Tariffs Service.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
Used as the basis for calculating the tariffs for electric energy transmission service over the unified national (all-Russian) electrical grid during the transition reforming period in the power industry is the volume of electric energy supply to consumers and the value of connected capacity (customer contract demand) of the consumers.
(this paragraph was introduced by RF Government Decree No. 893 of 31.12.2004)
The said tariffs account for the expenses used for settlement of the rated technological losses not included into the tariffs (prices) for electric energy (power) so as to compensate for economically substantiated expenses of the organizations rendering the electric energy transmission services for purchasing the electric energy in the volumes necessary for covering the rated technological losses. The Ministry of energy of the Russian Federation approves the rated technological losses. 

Accounting of the said expenses in the tariffs for the electric energy transmission services is performed in accordance with the methodological guidelines approved by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
65. The minimum limit and/or maximum limit levels of tariffs for the electric energy transmission services over the distribution networks are established by the Federal Tariffs Service for each subject of the Russian Federation and are differentiated by the voltage levels.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
The executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs within the framework of the said limit levels establish the tariffs for the electric energy transmission services over the distribution networks for the organizations rendering such services on the territory of the respective subject of the Russian Federation.
66. The tariffs for the thermal energy transmission services are established by the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs in accordance with the methodological guidelines approved by the Federal Tariffs Service.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
67. Calculation of tariffs for the operating dispatcher control services and determination of the amount of facilities intended for insuring the responsibility risks of the operating dispatcher control subjects for inflicting damage to the power industry subjects and electric energy consumers as under Item 3 of Article 18 of the Federal law “About power industry” and included into the payment for the system operator services in the operating dispatcher control in the power industry is performed on the basis of the methodological guidelines approved by the Federal Tariffs Service.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
The said facilities have the strictly designated purpose and may be used for paying the insurance premium to the insurer so that he can insure the responsibility risk for inflicting damage to the power industry subjects and electric energy consumers.

When calculating the tariff for the operating dispatcher control services, taken into consideration are the expenses determined in the wording of RF Government Decree No. 893 of 31.12.2004 and intended for paying for the services in forming the perspective technological electric energy producing power reserve as well as for compensation for the payments made by the investment projects executors in accordance with the agreements necessary for implementation of activity in the power industry sphere and participation in the electric energy (power) wholesale and retail markets in accordance with the power industry legislation, the amount of which does not depend on the volume of production (consumption) and/or supply (purchase) of the electric energy. The said expenses may be accounted for in the tariff for the operating dispatcher control services with due regard for the location of the electric energy producing objects put into operation in accordance with the said Decree.
(this paragraph was introduced by RF Government Decree No. 738 of 07.12.2005)
68. The amount of the subscriber fee for the services concerning the functioning and development of the Unified Energy System of Russia is calculated proceeding from the fact that the organization rendering such services for the wholesale market subjects (except the ROSENERGOATOM group of companies) will gain the necessary gross proceeds and the expenses are determined separately for each of the rendered services. 

The procedure and conditions of payment for the rendered services are approved by the Federal Tariffs Service as agreed upon with the Ministry of economic development and trade of the Russian Federation and the Ministry of energy of the Russian Federation.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
69. The services concerning the organization of functioning of the electric energy (power) wholesale market system are rendered by the organization performing the functions of the wholesale market trade system administrator determined by the RF legislation.

The tariff for the rendered services may be calculated separately for the regulated sector and free trade sector. The cost of the rendered services is paid by the suppliers and customers in proportion to the volumes of electric energy sold and purchased in each sector of the wholesale market. 
Peculiarities of calculating the said tariff are established in accordance with the methodological guidelines approved by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
70. The prices (tariffs) for the system reliability assurance services rendered by the power industry subjects and controllable-load electric energy consumers are calculated in accordance with the methodological guidelines approved by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
71. Payment for the technological connection to the electrical grids is performed by the organizations (natural persons), which submitted the application to the supply-line organization having the ownership of the electrical grid facilities or otherwise legally owing them for granting the specifications for technological connection to the electrical grids. 

In case of availability of the technical possibility of technological connection to the electrical grids, included into the amount of payment for connection are the facilities to compensate for the expenses of the supply-line organization in technological connection of new object to the electrical grids. 
The said procedures are carried out in the established order by the organization to the electrical grid facilities of which the technological connection is performed and/or by the consumers (including the attraction of specialized organizations).
The amount of payment for technological connection to the electrical grids is determined in accordance with the methodological guidelines approved by the Federal Tariffs Service as agreed upon with the Ministry of anti-monopoly policy and business activity support of the Russian Federation.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
Approved by

RF Government Decree No. 109  

of February 26, 2004

RULES OF THE STATE REGULATION AND APPLICATION

OF TARIFFS FOR ELECTRIC AND THERMAL ENERGY IN THE RUSSIAN FEDERATION

(in the wording of RF Government Decrees Nos 893 and 676 of 31.12.2004 and 11.11.2005, respectively)
1. These Rules elaborated pursuant to Article 5 of the Federal law “About the state regulation of tariffs for electric and thermal energy in the Russian Federation” determine the grounds and procedure of establishing the tariffs for electric and thermal energy envisaged by the Fundamentals of price formation with respect to electric and thermal energy in the Russian Federation approved by the Government of the Russian Federation (hereinafter referred to as the Fundamentals of price formation).
2. The terms used in these Rules have the meaning specified in the Fundamentals of price formation.

3. On the basis of forecast of social-and-economic development of the Russian Federation for the succeeding year approved by the RF Government as well as proposals and materials specified under Items 9 through 11 of these Rules, the Federal Tariffs Service establishes the tariffs for electric and thermal energy and/or their limit levels (hereinafter referred to as the tariffs and/or their limit levels) with due regard for Items 40, 41, 53 and 63 of the Fundamentals of price formation before endorsement in the first reading of the draft federal law of the federal budget for the succeeding year by the State Duma of the Federal Council of the Russian Federation.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
For the issue dealing with the establishment of the limit levels of tariffs and their preliminary calculation by the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs, refer to Informational letter N ЕYa-1151/13 of the Federal Tariffs Service of the Russian Federation dated 02.09.2004.

4. On the basis of tariffs and/or their limit levels established by the Federal Tariffs Service, the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs establish the tariffs on the retail market specified under Items 54, 64 and 65 of the Fundamentals of price formation before endorsement of the law on the budget of the subject of the Russian Federation for the succeeding financial year.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
5. When establishing the tariffs for the succeeding regulation period, the regulating authority may check the business activity of the organizations performing the regulatory activity in the order established by the RF legislation as far as the substantiation of the tariff values and correctness of their use are concerned.
6. The tariffs and/or their limit levels are introduced since the beginning of the succeeding year for a minimum term of one year.

The action of this Item does not cover the decisions of the regulating authorities aimed at bringing the previously taken decisions on establishing the tariffs or their limit levels in conformity with the RF legislation as well as it does not cover the decisions of the regulating authorities on establishing the tariffs for the organizations with respect to which there was previously effected the state regulation of the tariffs.
(this paragraph was introduced by RF Government Decree No. 893 of 31.12.2004)
7. Establishing of the tariffs and/or the limit levels is performed by the regulating authorities by considering the respective cases.

8. The organizations performing the regulatory activity present the substantiated proposals on establishing the limit levels of tariffs in accordance with the Fundamentals of price formation to the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs before May 15 of the year preceding the regulation period.
9. The executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs present the substantiated proposals on establishing the limit levels of tariffs in accordance with the Fundamentals of price formation before June 1 of the year preceding the regulation period.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
The case on establishing the limit levels of tariffs in the subjects of the Russian Federation is open beginning from June 15 of the year preceding the regulation period.
10. The organizations performing the regulatory activity present the following materials to the respective regulating authority, so as to open the case on establishing the tariffs, before July 1 of the year preceding the regulation period, namely:
(1) electric energy balance;

(2) electric power balance;

(3) demand and supply balance with respect to thermal energy;

(4) thermal power balance;

(5) accounting and statistical statements for the period preceding the regulation period;
(6) calculation of the electric and thermal energy useful supply with substantiation of the amount of electric energy expenditure for own and production needs and for transmission (losses) over the networks;

(7) data on the structure and prices of consumed fuel with due regard for the transportation expenses;

(8) calculation of the expenses and necessary gross proceeds resulting from the regulatory activity with enclosing of the economic substantiation of the initial data (with the indication of used  calculation norms and standards), elaborated in accordance with the methodological guidelines of the Federal Tariffs Service;

(in the wording of RF Government Decree No. 893 of 31.12.2004)
(9) calculation of the tariffs for separate services rendered on the electric and thermal energy markets; 

(10) investment program (investment program draft) with substantiation of demand for facilities necessary for direct financing and servicing the borrowed capital; 
(11) estimation of outlining and additionally earned profits during the period preceding the profits regulation period, which were revealed on the basis of official statistical and accounting statements or the results of checking the business activity of the oil recovery factors performing the regulatory activity.
For the organizations with respect to which there was no previous state regulation of tariffs, the tariffs for the succeeding and current regulation periods are calculated irrespective of the terms of presenting the materials. Thereat, the terms of consideration of the said materials by the regulating authority should not exceed the terms specified under Items 13 and 16 of these Rules.

(this paragraph was introduced by RF Government Decree No. 893 of 31.12.2004)
11. The energy producers or the wholesale market suppliers present the information on the electric and thermal energy produced volumes, included into the consolidated balance and the value of the installed maximum accessible and operating generating capacity, to the regulating authority instead of the materials specified under subitems 1 through 4 of Item 10 of the present Rules.
If the electric energy (power) suppliers implementing their activity on the retail market obtain the right for participation in the wholesale market regulated sector in the current regulation period, the Federal Tariffs Service may include the electric energy (power) production and supply volumes into the consolidated balance with respect to the said suppliers and establish for them the tariffs equal to the respective volumes and tariffs established for such suppliers by the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs, without opening the case on establishing the tariffs.
(this paragraph was introduced by RF Government Decree No. 676 of 11.11.2005)
For the person who obtained the right for participation in the regulated sector during the current regulation period of the customer (supplier) who purchased as a legal successor the energy receiving devices (generating equipment) that previously belonged to the wholesale market regulated sector participant, the tariffs may be established in the amount equal to those established for the regulated sector participant of whom he is the legal successor, without opening the case on establishing the tariffs.
(this paragraph was introduced by RF Government Decree No. 676 of 11.11.2005)
For the person who obtained the right for participation in the wholesale market regulated sector during the current regulation period of the supplier who acquired the generating equipment that previously belonged to the electric energy (power) supplier in the regulated sector and/or the right of selling the electric energy (power) produced by this equipment, the tariffs may be established in the amount equal to those established for the wholesale market regulated sector participant who owned this equipment (or who possessed the respective electric energy (power) at the respective supply points (groups of supply points), without opening the case on establishing the tariffs.
(this paragraph was introduced by RF Government Decree No. 676 of 11.11.2005)
12. The regulating authority has the right not later than July 20 of the year preceding the regulation period to inquire the materials having indicated the form of their presentation and the requirements for them, and the organizations performing the regulatory activity should submit them within two weeks since the date of the inquiry receipt. 

The organizations performing the regulatory activity have the right to submit in their discretion the additional materials not later than July 20 of the year preceding the regulation period.
13. The materials, as set forth under Items 10 and 11 of these Rules, are registered by the regulating authority at the date of their receipt (with assignment of the registration No., indication of date and time of their receipt) and are marked with special stamp.
Within two weeks since the date of registration, the regulating authority analyzes the said materials and sends the notification (on opening the case for establishing the tariffs with indication of the position and full name of the person authorized to deal with the case) to the organization performing the regulatory activity.
14. In case of application of the indexation method by the regulating authorities, the case for establishing the tariffs is not subject to opening. 

15. The Federal Tariffs Service approves the schedule of considering the case for establishing the tariffs and/or their limit levels that envisages the procedure of registration, acceptance for consideration and giving of refusals in consideration of applications for establishing the tariffs and/or their limit levels as well as the procedure of coordination of decisions of the executive bodies of the subjects of the Russian Federation that perform the state regulation of tariffs concerning the establishing of tariffs exceeding the limit levels defined in accordance with the Fundamentals of price formation.
(in the wording of RF Government Decree No. 893 of 31.12.2004)
16. The regulating authority carries out the expertise of the proposals for establishing the tariffs and/or their limit levels. The regulating authority establishes the term of conducting the expertise, which cannot exceed one month. The regulating authority assigns the experts from among its employees. In the cases defined by the schedule of considering the cases for establishing the tariffs and/or their limit levels, the regulating authority may take a decision on carrying out the expertise by outside organizations (natural persons). 
The procedure of carrying out the expertise and selecting the organizations (natural persons) attracted for the expertise is approved by the Federal Tariffs Service as agreed upon with the Ministry of anti-monopoly policy and business activity support of the Russian Federation.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
The expert testimony along with the expert testimonies submitted by the organizations performing the regulatory activity and the consumers and/or other interested organizations are attached to the case for establishing the tariffs and/or their limit levels. These expert testimonies are essentially the additional materials and are submitted to the regulating authority within the term specified under Item 12 of these Rules.
17. The expert testimony, apart from the general motivated conclusions and recommendations, shall contain the following:
(1) estimation of authenticity of the data presented in the proposals for establishing the tariffs and/or their limit levels;

(2) estimation of the financial state of the organization performing the regulatory activity (according to generally accepted indices); 

(3) analysis of the main technical-and-economic indices determined by the regulating authority for two preceding years, the current  year and accounting regulation period;  

(4) analysis of the economic substantiation of expenses on the expenditure side;

(5) analysis of the economic substantiation of the profit value necessary for efficient functioning of the organizations performing the regulatory activity;

(6) comparative analysis of the dynamics of expenses and the value of necessary profits with respect to the preceding regulation period; 

(7) analysis of conformance of the calculation of tariffs and the form of presentation of proposals with the normative-methodological documents concerning the issues of controlling the tariffs and/or their limit levels.
18. The decision on establishing the tariffs and/or their limit levels is taken at the meeting of the administrative board (collegiate organ) of the regulating authority.

The organization performing the regulatory activity shall be notified at least ten (10) days before consideration of the case for establishing the tariffs and/or their limit levels (with confirmation of the receipt of notification) about the date, time and place of holding the meeting of the administrative board (collegiate organ), and at least one day before the meeting, it shall be get familiarized with the meeting materials, including the draft decision. 

19. The meeting of the administrative board (collegiate organ) considering the cases for establishing the tariffs and/or their limit levels is of open type and considered rightful if more than a half of the administrative board (collegiate organ) members are present.

If the official representatives of the organization performing the regulatory activity are absent at the meeting by reasonable excuse, the consideration of the case may be postponed by a term determined by the administrative board (collegiate organ). In case of repetitive absence of the said representatives, consideration of the case may be carried out without their presence.
The minutes of meeting are approved by the chairman (hereinafter referred to as the record).

20. The meeting of the administrative board (collegiate organ) of the regulating authority concerning the consideration of the case for establishing the tariffs and/or their limit levels is held in accordance with the schedule approved by the Federal Tariffs Service.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
21. The decision of the regulating authority is taken according to the form approved by the Federal Tariffs Service and includes the following:

(in the wording of RF Government Decree No. 893 of 31.12.2004)
the value of tariffs and/or their limit levels with their break-up according to the categories (groups) of consumers;

the date of introduction  of the tariffs and/or their limit levels into effect;

the terms of action of the tariffs and/or their limit levels with the calendar break-up.

Shown in the record forming an integral part of the decision for establishing the tariffs and/or their limit levels are the basic economic indices of the accounting regulation period, the volume of the necessary gross proceeds and main objects of expenditure for regulated types of activity in accordance with the Fundamentals of price formation.
22. The grounds according to which separate kinds of expenditures proposed by the organization performing the regulatory activity were refused to be included into the tariffs are indicated in the record.

23. The organizations performing the regulatory activity are informed on the decision of the regulating authority on establishing the tariffs and/or their limit levels within one week.
The Decree of the regulating authority on establishing the tariffs and/or their limit levels is published in the established order.
24. Disputes associated with the establishment of the tariffs and/or their limit levels are considered by the Federal Tariffs Service in the order established by the RF legislation.

(in the wording of RF Government Decree No. 893 of 31.12.2004)
25. The decision on establishing the tariffs and/or their limit levels has no retroactive force. 

26. The use of rebate tariffs for electric and thermal energy is allowed in case of availability of the respective decision of the regulating authority agreed upon in the established order with the Ministry of anti-monopoly policy and business activity support of the Russian Federation< which specifies the consumers (groups of consumers) in respect of which there were legally established the rights for privileges, the grounds for giving these privileges and the procedure for compensation for lost profits of the supply authorities (retail suppliers).
The lists of the electric and thermal energy consumers having the right for privileges (except for the natural persons) are subject to publication in the established order.
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