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Glossary
[bookmark: OLE_LINK6][bookmark: OLE_LINK7]Business plan of an investment project means a document prepared according to the results of development of an investment project, containing in a structured form information on the project, the description of practical investment actions, including a project implementation schedule, economic feasibility study, scope and periods of capital investments, a financial model.
Internal rate of return of a project (IRR) is equal to a discount rate at which total income equals expenses. Internal rate of return corresponds to a discount rate at which net value to date equals zero.
Investments means a total of long-term spending of financial, labor, physical resources designed to increase savings and make profit.
Investment activity means making investments and taking practical actions in order to make profit and (or) achieve another positive effect.
Investment program means a total of investment projects, their basic characteristics and scopes of funding prepared for one year (short-term) within the tariff regulation period and for a period of at least five years (long-term), formed on the basis of regulatory documents and approved in accordance with legislation of the Russian Federation. Short-term and long-term investment programs of the Company include projects justifying materials used for preparation, consideration and agreement in accordance with the requirements of this Regulation.
Investment resources means funds, securities, other property, including property rights, other rights, invested in subject-matters of entrepreneurial and other activities in order to make profit and achieve another positive effect.
Investment project means a total of agreed actions intended to make investments, having an economic and/or technical, and/or social feasibility study, justification of the scope and periods of long-terms investments, including design estimates, developed in accordance with the effective standards; an appraiser’s report is used for electrical grid asset consolidation projects.
Funding sources means assets and/or resources used to achieve goals set by the Company. Sources of funding of the Company’s investment program include own and external sources.


Project team means a group of Company’s employees directly working on project implementation and subordinate to a project manager. A team shall be put together for a project implementation period. 
Non-electrical grid facilities means items of property used by the Company in the course of its activity, which are not electrical grid facilities (buildings, intangible assets, etc.).
Company means PJSC MOESK.
Benefit-costs ratio is the quotient of division of the discounted benefit flow by the discounted cost flow, which is used to illustrate to what extent costs may be increased without turning the project into an economically unattractive venture and to assess project risks.
Official website of the system is the official website of the federal state information system Common Government Services (Functions) Portal on the Internet.
Efficiency indicators means evaluation criteria expressed as objective indicators of company development, used in the course of investment activities and when making a decision on feasibility (nonfeasibility) of investment of funds. 
Project management means a management technology, which is used to achieve set goals when balancing between the scope of work, cost, resources, time, quality and risks within the scope of an investment project.
Working Group means a group of specialist managing the implementation of an investment project portfolio and subordinate to the Management Committee. The Working Group is competent to agree planned changes in the course of project implementation with the Management Committee; control the progress of the implementation of investment projects on the basis of reports of Project Managers and the analysis of activity networks; handle matters relating to the occurrence of deviations, unless the same exceed planned indicators for the projects.  
Project Manager means a Company’s employee appointed by the Company’s General Director, a person responsible for project implementation in the Company. The Project Manager is responsible to make sure that project deadlines are met and the project cost is complied with, as well as that project implementation complies with characteristics approved in design estimates. 


Payback period means the duration of the shortest period, upon expiry of which accrued net income becomes, and subsequently remains, non-negative. When calculating a discounted payback period, discounted accumulated cash flow shall be taken into account. When calculating the payback period, the period of construction, set-up and start-up operations and operation shall be taken into account.
Scenario terms means an administrative regulatory document of the Company, according to the provisions of which a Company’s investment program shall be formed, which includes:
· the list of requirements for indicators and principles of formation of the investment program;
· the list of requirements and criteria for the parameters and scope of investment projects;
· basic macroeconomic and internal indicators used by the Company to make calculations when forming an investment program.
Scenario terms shall be annually approved by the Company’s Board of Directors before the start of formation of an investment program for the following period and are binding when forming investment programs.
Grid connection means a set of measures, a total of which ensures actual connection of power receivers (power installations) of an applicant to electrical grid facilities of a grid operator.
Title means an element of the Company’s Investment Program corresponding to the construction title (a regulatory document where the following is established for a particular construction project (capital facility): name, location and subordination of the construction project; its sectoral profile; nature of construction; construction periods; designed capacity; estimated cost; specification for commissioning of facilities and capital assets (plant and equipment and nonproductive assets); scope of capital investment and construction and installation, as well as the scope of construction in progress.
Management Committee means a body competent to handle key matters relating to the implementation of projects for which Project Charters have been approved: change of completion dates, the cost of projects, introduction of changes to technical solutions in the course of the implementation, and other project characteristics differing from those approved within cost estimates for some reason, resulting in significant deviations in the course of project implementation.


Project Charter means a document governing project management in the Company. A Project Charter shall be developed by the Project Manager and the project team. A Project Charter may be developed only for projects included in an investment program approved in accordance with the procedure established by law.
A Project Charter must contain: a project opening order; goals, justification, resources, including the cost and a project plan schedule; project management structure, roles and responsibilities of project team members; statement of work for the Project Manager, etc. 
Functional management means the management of investment projects and programs, in the course of which every functional manager performs functions assigned by internal regulatory documents and the Company’s organizational structure.
Net present value (NPV) means net value to date, the difference between the present value of future cash inflows and the present value of future cash outflows for the implementation, operation and technical maintenance of a project throughout the project life cycle. 
Electrical grid facilities means power transmission lines, transformer and other substations, distribution points and other equipment designed to ensure electrical communication and transmit electrical energy.


Abbreviations used:
GD – General Director
Urban Planning Code –  Urban Planning Code of the Russian Federation dated December 22, 2004, No. 190-FZ
IDP – Investment Development Program of the Company
RF Ministry of Energy – Ministry of Energy of the Russian Federation
FA – Fixed Assets
D&SW – design and survey work
DE – Design Estimates
DEG – District Electrical Grids
BD – Board of Directors
C&I – construction and installation


Constituent entity of the RF – supreme executive authority of a Constituent Entity of the Russian Federation
GC – Grid connection
R&U – Re-equipment and Upgrade
FL (FZ) – Federal Law
FGC – Federal Grid Company of Unified Energy System PJSC
E/E – Electrical Energy
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1. [bookmark: _Toc456801462]General Provisions
0.1. [bookmark: _Toc456801463]Purpose
This Regulation on Investment Activities of PJSC MOESK (hereinafter referred to as the “Regulation”) is the main internal document of the Company governing the management of the Company’s investment activity, setting the grounds for the organization and functioning of the investment activity management system. 
This document determines the following basic provisions of the Company’s investment activity management system:
· Goals and tasks of the investment activity;
· Role of the investment activity in the Company’s management system;
· Basic principles of the investment activity;
· Composition of subject-matters and participants of the investment activity;
· Basic investment activity management processes;
· Basic requirements and criteria for decision making in the course of investment activity management.
0.2. [bookmark: _Toc456801464]Scope
This Regulation is a document binding on all participants of the Company’s investment process (including Company’s branches).
The Regulation establishes basic rules and principles, as well as the sequence of actions in the event of:
1) initiation of investment projects;
2) formation of a long-term (for six years) and short-term (for one year), within the tariff regulation period, investment program;
3) coordination and monitoring of the implementation of an investment program;
4) formation of reports and analysis of the implementation of an investment program.
This Regulation does not govern the procedure of formation of a Company’s business plan.
0.3. [bookmark: _Toc456801465]Regulatory acts on investment activities
The Company’s investment activities shall be carried out in accordance with the current legislation of the Russian Federation and local regulatory acts of the Company.

External regulatory documents

	Document
	Reference to an approval / administrative document

	Federal legislation of the Russian Federation
	

	Federal Law No. 35-FZ “Electric Power Industry”
	Federal Law dated March 26, 2003, No. 35-FZ

	Federal Law No. 39-FZ “Investment Activity in the Russian Federation Carried out by Way of Capital Investment”
	Federal Law dated February 25, 1999, No. 39-FZ

	Federal Law “Energy Saving and Increasing Energy Efficiency, and Introduction of Amendments to Certain Legislative Acts of the Russian Federation”
	Federal Law dated November 23, 2009, No. 261-FZ

	Resolution of the Government of the Russian Federation “Pricing for Regulated Prices (Tariffs) in the Electric Power Industry”
	Resolution of the Government of the Russian Federation dated December 29, 2011, No. 1178

	Resolution of the Government of the Russian Federation “Schemes and Programs of Prospective Development of the Electric Power Industry”
	Resolution of the Government of the Russian Federation dated October 17, 2009, No. 823

	Resolution of the Government of the Russian Federation “Approval of Rules for Non-Discriminatory Access to the Electrical Energy Transmission Services and Provision of These Services, Rules for Non-Discriminatory Access to the Services of Real-Time Operations Control in the Electric Power Industry and Provision of These Services, Rules for Non-Discriminatory Access to the Services of a Wholesale Market Trading System Administrator and Provision of These Services and the Rules for Grid Connection of Power Receivers Consuming Electrical Energy of Electrical Energy Generating Facilities as well as Electrical Grid Facilities Belonging to Grid Operators and Other Parties to Electrical Grids”.
	Resolution of the Government of the Russian Federation dated December 27, 2004, No. 861

	Resolution of the Government of the Russian Federation “Investment Programs of Electric Power Industry Entities”
	Resolution of the Government of the Russian Federation dated December 1, 2009, No. 977

	Resolution of the Government of the Russian Federation “Introduction of Amendments to Certain Acts of the Government of the Russian Federation on Matters of Approval of Investment Programs of Electric Power Industry Entities and Control over Their Implementation”
	Resolution of the Government of the Russian Federation dated February 16, 2015, No. 132

	Resolution of the Government of the Russian Federation “Approval of Standards for the Disclosure of Information by Wholesale and Retail Electrical Energy Market Entities”

	Resolution of the Government dated January 21, 2004, No. 24

	Resolution of the Government of the Russian Federation “Approval of Rules for the Formation and Implementation of a Federal Targeted Investment Program”
	Resolution of the Government of the Russian Federation dated September 13, 2010, No. 716

	Resolution of the Government of the Russian Federation “Procedure of Inspection of Investment Projects for the Efficiency of Use of Funds of the Federal Budget as Capital Investments”
	Resolution of the Government of the Russian Federation dated August 12, 2008, No. 590

	Resolution of the Government of the Russian Federation “Procedure of Preparation of a Federal Budget Estimate and Budget Estimates of State Extra-Budgetary Funds of the Russian Federation for Another Fiscal and Planning Period”
	Resolution of the Government of the Russian Federation dated December 29, 2007, No. 1010

	Order of the Ministry of Energy of Russia “Approval of the Form of an Investment Program of Electric Power Industry Entities Whose Registered Capitals the State Participates in and Grid Operators”
	Order of the Ministry of Energy of Russia dated March 24, 2010, No. 114

	Order of the Ministry of Energy of Russia “Approval of the Form of an Investment Project Certificate to Be Submitted for the Purpose of Inspection of Investment Projects for the Efficiency of Use of Funds of the Federal Budget as Capital Investments”
	Order of the Ministry of Energy of Russia dated October 13, 2008, No. 328

	Order of the Ministry of Energy of Russia “Approval of a Methodology of Evaluation of the Efficiency of Use of Funds of the Federal Budget as Capital Investments”
	Order of the Ministry of Energy of Russia dated February 24, 2009, No. 58

	Order of the Federal Tariff Service of Russia “Approval of Methodology Guidelines for Tariff Regulation Using the Return on Invested Capital Method”
	Order of the Federal Tariff Service of Russia dated March 30, 2012, No. 228-e

	Order of the Ministry of Energy of Russia “Approval of the Procedure of Setting Target Indicators for the Purpose of Formation of Investment Programs of Grid Operators, Including the Organization Managing the Unified National (All-Russian) Electrical Grid”
	Order of the Ministry of Energy of Russia dated June 10, 2014, No. 346

	Decree of the Government of the Russian Federation “Approval of a Strategy for the Development of the Integrated Electrical Grid of the Russian Federation”
	Decree of the Government of the Russian Federation dated April 3, 2013, No. 511-r





Internal local documents:

	Document[footnoteRef:2] [2: Indicate the respective internal document of the Company approved by the Company’s governing bodies] 

	Reference to an approval / administrative document

	Company’s local documents

	Investment Policy of PJSC Rosseti
	Minutes of a Meeting of the Board of Directors of PJSC MOESK dated February 24, 2015, No. 251

	Regulation on Investment Activities of Moscow United Electric Grid Company, PJSC
	Minutes of a Meeting of the Board of Directors of PJSC MOESK dated August 24, 2015, No. 266 

	Order of PJSC MOESK “Allocation of Responsibilities between the Deputy General Directors, Senior Accountant and Directors of PJSC MOESK”
	Order of PJSC MOESK dated December 31, 2015, No. 1754

	Regulation on the Formation, Adjustment of an Investment Program and Preparation of Reports on Its Implementation in OJSC MOESK
	Minutes of a Meeting of the Board of Directors of OJSC MOESK dated August 24, 2015, No. 266

	Scenario Terms of the Formation of an Investment Program of Moscow United Electric Grid Company, OJSC
	Minutes of a Meeting of the Board of Directors of OJSC MOESK dated November 26, 2013, No. 212

	Regulation on the Investment Commission of OJSC MOESK
	Order of PJSC MOESK dated June 17, 2014, No. 656

	Regulation on the Implementation of a Priority Investment Projects Management System of PJSC MOESK
	Order of PJSC MOESK dated December 30, 2011, No. 1015

	Regulation on the Organization of Construction, Re-equipment and Reconstruction of Electrical Grid Facilities of PJSC MOESK
	Order of PJSC MOESK dated April 1, 2015, No. 358

	Instructions on the Procedure of Inclusion and Adjustment of Objects of an Investment Program of PJSC MOESK
	Order of PJSC MOESK dated December 25, 2015, No. 1696

	Regulation on the Preparation, Agreement and Approval of Engineering Specifications, Statements of Work, Bases of Design and Design Estimates for the Construction, Re-equipment and Reconstruction of 35-220 kV Facilities of OJSC MOESK
	Order of PJSC MOESK dated June 16, 2015, No. 688

	Methodology Guidelines for the Procedure of Formation of the Cost of Completed Scopes of Work and Costs for Construction and Reconstruction of Facilities of PJSC MOESK

	Order of PJSC MOESK dated October 18, 2015, No. 1318

	Methodology Guidelines for Calculation of the Maximum Cost of a Lot of PJSC MOESK
	Order of PJSC MOESK dated July 27, 2015, No. 909

	
Methodology of the Annual Monitoring of the Incremental Cost of Construction of Investment Projects within the Scope of Benchmarking and Comparative Analysis of Specific Indicators of the Construction Cost of OJSC MOESK
	
Order of PJSC MOESK dated September 20, 2013, No. 975

	Temporary Methodology for Evaluation of Indicators of Energy Efficiency of Investment Projects during the Formation of Investment Programs of OJSC MOESK
	Order of OJSC MOESK dated June 25, 2012, No. 446 as subsequently amended

	Standard for the Public Process and Price Audit of Investment Projects of the Company
	Minutes of a Meeting of the Board of Directors of OJSC MOESK dated December 30, 2013, No. 217



0.4. [bookmark: _Toc456801466]Introduction of amendments
This Regulation shall be amended in relation to the occurrence of contradictions between this Regulation and other title documents:
· Legislation of the Russian Federation on investment activity regulation;
· Resolutions of the Government of the Russian Federation on investment activity regulation;
· Requirements of sectoral ministries and departments of the Russian Federation on investment activity regulation;
· System of regulatory control of investment activity accounting rules;
· Local regulatory documents of the Company, including during the revision or development of organizational and guideline documents on the Company’s investment activity.
Besides, this Regulation shall be amended in the event of a change of:
· Composition of objects of the Company’s investment activity process;
· Composition of participants of the Company’s investment activity process;
· Composition and structure of planning and reporting indicators and forms of investment activities of the Company.
[bookmark: _9.2._Система_сквозных_показателей_б][bookmark: _Приложение_1:]Specifications, amendments and additions may be initiated by all the participants of the Company’s investment activity.


1. [bookmark: _Toc456801467]Description of the investment activity
1.1. [bookmark: _Toc456801468]Goals and tasks of the investment activity 
The Company’s investment activity is an instrument of implementation of a Company’s strategy and achievement of Company’s strategic goals, which determines the main goal thereof: optimal, timely and most efficient achievement of the Company’s strategic goals.
The main goals of the Company’s investment activity include the development of interregional electrical distribution networks as part of the electrical energy complex of the Russian Federation, ensuring reliable and uninterrupted transportation of electrical energy to consumers, economically stable and profitable functioning of the Company. 
In accordance with the Company’s Development Strategy the goals and tasks of the investment activity are determined by the following goals of the Company:
· improvement of the quality and reliability of power supply for end consumers;
· maintenance of tariff sources of investment in the course of grid upgrade and development;
· improvement of investment efficiency and reduction of expenses;
· company’s growth accompanied by the creation of additional value both in the electric power industry and in new markets;
· improvement of interaction with consumers, the public and investors.
In accordance with the above goals of the Company, the tasks of the Company’s investment activity include:
· Upgrade of equipment required for sufficient, reliable, uninterrupted supply of energy to consumers;
· Upgrade and renewal of fixed assets;
· Improvement of safety of equipment operation, including environmental safety;
· Introduction of new capacities, in the event it is necessary to cover load deficit or create a power reserve;
· Reduction of production costs, including by improving the efficiency of equipment performance, application of most economical technical solutions, reduction of losses;
· Ensuring grid connection to the full extent;
· Improvement of the efficiency of equipment performance;
· Increase of the Company’s capitalization in the long run;
· Implementation of socially oriented projects;
· Consolidation of electrical grid assets;
· Achievement of a high load of capacities to be introduced and introduction of stage-by-stage construction;
· Reduction of the incremental cost of construction in accordance with the target indicators established by the Strategy for the Development of the Integrated Electrical Grid of the Russian Federation by introduction of standard design (technical) solutions, increase following transparency of unit costs;
· Improvement of the quality of implementation of investment projects;
· Improvement of investment efficiency of the implementation of investment projects to the extent of determination of optimal technical solutions and a justified cost of an investment project (public process and price audit);
· other tasks.
To achieve goals and complete set tasks long-term investment projects of the Company shall be developed; the projects shall document major prospective areas of its development. Investment programs shall be developed in accordance with a Company’s development strategy to be developed and regional aspects of functioning of electrical distribution networks.
An investment project is part of the Company’s business planning and budgeting system. When preparing investment programs, the effect of their implementation on the Company’s financial and business activities in general shall be taken into account. A budget for investment activities shall be allocated within the Company’s general budget. The implementation of a Company’s investment program shall ensure the achievement of indicators of the Company’s investment activity efficiency to be set.
1.2. [bookmark: _Toc456801469]Principles of performance of investment activities
This Section determines basic principles which the Company’s investment activity shall be built on.
Principle of correspondence with Company’s strategic priorities 
Investment programs to be developed, as well as investment projects included in an investment program, shall correspond with Company’s strategic priorities. Strategic priorities shall be determined by the Company’s Board of Directors.


Principle of personification of responsibility for investment decisions at every stage of the investment planning and control process 
The investment planning and control process provides for the determination of a person responsible for every stage of project development and implementation, and tasks to be completed within the scope of the implementation, as well as for the possibility to evaluate the quality of made decisions by monitoring actual indicators of made investments.
Principle of compliance with the Company’s technical policy 
A Company’s investment program must comply with the technical policy of PJSC MOESK during the implementation of projects and programs of application and introduction of new equipment and materials with account of periods of operation, reliability as well as economic efficiency of their use.
Principle of consideration of the Company’s financial condition
A Company’s investment program must take into account the Company’s current and future financial condition, including the possibility to attract additional financial resources and a change of Company’s financial condition as a result of the implementation of an IDP to be formed. 
Principle of timeliness
Company’s investment projects and programs must be implemented in strict compliance with planned and approved deadlines.
Principle of economic efficiency
Investment projects implemented by the Company must have maximum economic efficiency, unless the same contradicts the requirements of uninterrupted, reliable functioning of the integrated electrical grid as well as set social tasks.
Principle of observance of legislation and local regulatory acts
The processes of formation, adjustment of a Company’s investment program, implementation of a Company’s investment program and formation of reports on its implementation must comply with the requirements of the current legislation of the Russian Federation and local regulatory acts of the Company.
During the implementation of an investment program norms and requirements contained in legislation of the Russian Federation (including to the extent of environmental safety), industry-specific and local regulatory acts must be observed.
1.3. [bookmark: _Toc456801470]Basic provisions and aspects of investment activities 
1.3.1. [bookmark: _Toc456801471]Investment activity 
· Investment activities shall be carried out in accordance with long-term strategies, policies, target programs adopted at a meeting of the Company’s Board of Directors.
· The processes of planning and implementation of an investment program are organized in accordance with the requirements of the current federal and regional legislation of the Russian Federation.
· The Company shall build its investment policy based on the principles of economic efficiency and feasibility. Where the Company ensures a necessary level of reliability and uninterrupted operation of equipment or is responsible to make socially important investments which do not meet the requirements of economic efficiency of investments, losses relating to the performance of the obligations should be minimized. 
· The Company shall report to the Company’s Board of Directors on planning and implementation of an investment program detailed to the extent of priority projects, programs and subprograms (see Clause 5.6 for details) broken down by constituent entities of the Russian Federation and for the Company as a whole.
· A project management technique shall be switched to when implementing priority investment programs and other important investment object, in respect of which a decision to transfer them to project management objects is made.
· Modern information technologies ensuring high manageability through investment activities shall be introduced.
1.3.2. [bookmark: _Toc456801472]Investment program planning
The principles of investment program planning determine the main approaches to the process of formation, composition and structure of the investment program:
· A long-term (for six years) (may be for a longer period with account of the tariff regulation period, subsequently for six years) and short-term (for one year) investment program within a tariff regulation period shall be formed on the basis of scenario terms of electric power industry development approved by the Ministry of Energy of the Russian Federation, scenario terms of functioning of the economy of the Russian Federation and the main parameters of its socioeconomic development for the basic and planning period annually approved by the Ministry of Economic Development of the Russian Federation, and scenario terms of the formation of investment programs developed within the scope of preparation of a resolution for the Company’s Board of Directors.


· A Company’s investment program shall be financed using the Company’s own (tariff) and external (obtained) sources.
· In accordance with the current legislation, investment programs shall be approved by the RF Ministry of Energy.
· A necessary condition of development of investment programs of local grid operators of constituent entities of the Russian Federation is the availability of a scheme and program of development of the electric power industry of the constituent entity of the Russian Federation approved in accordance with the established procedure. 
· When planning an investment program a comparative analysis of unit costs should be conducted so that the same are reduced.
· The scope of investment projects included in investment programs shall be determined with account of introduction of a system of categorization, ranging and selection of projects on the basis of an effect to be achieved and justification of feasibility of the implementation, depending on the size and complexity of the projects.
· Investment programs within the tariff regulation period broken down by constituent entities of the Russian Federation and in general of a electric power industry entity must meet the requirements of economic efficiency and feasibility.
· According to the results of the past year long-term investment programs shall be adjusted and formed for another long-term period based on the Company’s development priorities, scenario terms of the formation of investment programs and in strict compliance with long-term plans and forecasts of development.
· The structure of investment programs shall be determined based on a necessary level of specification of information for protection in the RF Ministry of Energy for the purposes of Company management.  
· When planning projects, periods of design and survey work shall be set at least one year before the starting date of construction and installation, except for: facilities for which no design estimates are required; grid connection of beneficiary applicants; projects under which no purchasing procedures in respect of design and survey work are performed.
1.3.3. [bookmark: _Toc456801473]Investment program implementation
· In order to reduce costs modern technologies shall be used, including tendering procedures, centralized purchasing, formation of principles of a system of long-term contracts (agreements) with contractors at the Company’s level, improvement of standard agreements with contractors, etc.


· During the implementation of an investment program seamless interaction with the procedures of selection of service providers and equipment suppliers (preparation of tender documentation) shall be ensured, which shall guarantee quality development of design estimates, ensuring that delivery deadlines are met and make it possible to comply with construction and installation schedules.
· In order to make sure that work is performed in a timely manner, projects shall be implemented according to activity networks prepared and agreed in advance.
· The system of interaction with Company’s contractors is based on the use of uniform project management techniques and work in the same information space.
· In order to identify work quality and scope deviations, the Company shall exercise on-line control of contractors’ work.
· The Company shall constantly monitor actual project implementation indicators as well as form periodic reports for regulatory bodies and within the scope of preparation of meetings of the Company’s Board of Directors.
· Should contractors, service providers or equipment suppliers fail to observe agreed activity networks, construction and installation schedules, delivery deadlines, other contractual terms, the Company shall perform claims work in accordance with the current legislation and terms of agreements made.
- Construction and installation may be started only upon the availability of design estimates developed, agreed and approved in accordance with the current legislation, except for: facilities for which no design estimates are required; grid connection of beneficiary applicants; projects under which no purchasing procedures in respect of design and survey work are performed.
- Construction and installation may be started only upon the availability of planning and building permits prepared in accordance with the requirements of the Urban Planning Code.
2. [bookmark: _Toc456801474]Participants of the Company’s investment activity
2.1. [bookmark: _Toc456801475]Structure of participants
The structure of participants of investment activities is a matrix consisting of management levels (executive bodies of the Company, branch) and functionally responsible persons at every one of such levels (see Schedule 1).


Every management level is represented by the following participants of investment activities: line managers (Company’s General Director, Branch Director) and responsible persons performing separate functions (see Clause 3.2) within the scope of the investment activities.  The latter include:
· Persons responsible for the technical unit (electrical grid facilities);
· Persons responsible for prospective development and grid connection (electrical grid facilities);
· Persons responsible for non-electrical grid facilities;
· Person responsible for capital construction;
· Person responsible for investment planning;
· Person responsible for reporting; 
· Person responsible for the financial and economic unit;
· Person responsible for the consolidation of electrical grid assets;
· Person responsible for pricing at the stage of planning of investment projects;
· Person responsible for pricing at the stage of implementation of investment projects;
· Person responsible for the estimation of economic efficiency;
· Person responsible for the estimation of energy efficiency; 
· Person responsible for having a competent executive authority approve an investment program in accordance with the procedure and requirements contained in Resolution of the Government of the Russian Federation No. 977 dated December 1, 2009.
· Person responsible for the organization and performance of a public process and price audit of investment projects of the Company
In accordance with the approved organizational structure, roles of functionally responsible persons at every management level may be performed by different business units. The correspondence of functionally responsible persons and business units shall be established by internal regulatory acts and the organizational structure of the Company.
2.2. [bookmark: _Toc456801476]Functions and responsibility of participants
Within the scope of investment activities functionally responsible persons at all levels shall have their functions.


The head of the respective management level (Company’s General Director, Branch Director) shall be personally responsible for the preparation and timely and quality implementation of investment programs of the Company, a branch, intended and efficient spending of investment funds to finance an investment program, preparation of reliable reports on the implementation of an investment program.
The functions of the persons responsible for the technical unit (electrical grid facilities) include the development of the integrated electrical grid and monitoring of its condition. Within the scope of these functions the persons responsible for the technical unit shall initiate investment projects in respect of electrical grid facilities (be responsible for the feasibility of inclusion of electrical grid facilities in an investment program), as well as form a list of investment projects the implementation of which during the next planning period would be feasible. Provided that, they shall be responsible for timely preparation of justifying materials on initiated investment projects, technical justification, energy efficiency and feasibility of implementation of the investment projects with indication of forecast technical and economic indicators and quantitative indicators characterizing the result of a goal to be achieved before and after the implementation of the investment projects. 
During the implementation of an investment program persons responsible for the technical unit shall be responsible for technical decisions made in the course of the implementation of electrical grid facilities both when including them in the investment program and during the implementation process. Provided that, they shall prepare statements of work on projects they initiated so that the same are included in the investment program, and shall be responsible for timely provision and the quality of the statements of work.
Persons responsible for the technical unit shall participate in the commissioning of a facility, and may participate in the acceptance of certain work stages from contractors. In the event of application of project management, functions and responsibility for the acceptance of work in the course of project implementation and upon completion of a project shall be divided in accordance with the Project Charter.
The functions of persons responsible for prospective development and grid connection include the development of the integrated electrical grid and ensuring grid connection of consumers. Within the scope of these functions the persons responsible for prospective development and grid connection shall initiate investment projects in respect of electrical grid facilities required for grid connection of applicants (be responsible for the feasibility of inclusion of electrical grid facilities in an investment program), as well as form a list of investment projects the implementation of which during the next planning period would be feasible on the basis of approved schemes of prospective development of electrical grids and programs of local development of the electric power industry of the region. Provided that, they shall be responsible for justification of data, energy efficiency and feasibility of implementation of the investment projects (technical, from the viewpoint of consumption forecasts, etc.) with indication of forecast technical and economic indicators and quantitative indicators characterizing the result of a goal to be achieved before and after the implementation of the investment projects. 
During the implementation of an investment program the persons responsible for prospective development and grid connection shall be responsible for issued engineering specifications or technical requirements on the basis of which technical solutions during the implementation of electrical grid facilities shall be formed for the purpose of performance of obligations of grid connection and prospective development, both when including electrical grid facilities in an investment program and during their implementation. The persons responsible for prospective development and grid connection may participate in the acceptance of key work stages from contractors and commissioning of a facility. In the event of application of project management, functions and responsibility for the acceptance of work in the course of project implementation and upon completion of a project shall be divided in accordance with the Project Charter.
The functions of persons responsible for non-electrical grid facilities include the formation and implementation of an investment program to the extent of non-electrical grid facilities. Within the scope of these functions the persons responsible for non-electrical grid facilities shall initiate non-electrical grid investment projects, as well as form a list of non-electrical grid investment projects the implementation of which during the next planning period would be feasible. Provided that, they shall be responsible for justification of data, energy efficiency and feasibility of implementation of the initiated non-electrical grid projects (technical, economic, etc.) with indication of forecast technical and economic indicators and quantitative indicators characterizing the result of a goal to be achieved before and after the implementation of the investment projects.
During the implementation of an investment program persons responsible for non-electrical grid facilities shall be responsible for technical decisions made in the course of the implementation of non-electrical grid facilities both when including them in the investment program and during the process of its implementation. Provided that, they shall prepare statements of work on projects they initiated so that the same are included in the investment program, and shall be responsible for timely provision and the quality of the statements of work.


Besides, the persons responsible for non-electrical grid facilities are providers in respect of non-electrical grid facilities which are not covered by the functions of the person responsible for capital construction (automation, acquisition of non-electrical grid facilities, etc.). 
The persons responsible for non-electrical grid facilities shall accept the work products from contractors regarding the facilities in respect of which they are the providers. Regarding facilities in respect of which the person responsible for capital construction is the provider the persons responsible for non-electrical grid facilities shall participate in the acceptance of key work stages from contractors, as well as commission facilities. In the event of application of project management, functions and responsibility for the acceptance of work in the course of project implementation and upon completion of a project shall be divided in accordance with the Project Charter.
The functions of the person responsible for capital construction include the determination of periods of implementation of investment projects proposed by initiators and making sure that the cost is not exceeded, technical characteristics approved within DE are complied with during the implementation, planning and building permits and design estimates are obtained in a timely manner, purchasing documentation for C&I, D&SW, goods and materials, equipment is prepared. Besides, the functions of the person responsible for capital construction include the organization of an investment program implementation system to the extent of capital construction. During the implementation of an investment program the person shall be responsible for timely completion of stages of investment projects and projects in general, intended spending of investment resources on projects included in the investment program to the extent of capital construction (be a provider under such projects) approved in accordance with the current legislation. 
The person responsible for capital construction shall accept work products (interim and upon completion of work on a project) in respect of capital facilities, as well as upon completion of work on the project deliver the complete facility to the persons responsible for the technical unit and persons responsible for non-electrical grid facilities. In the event of application of project management, functions and responsibility for the acceptance of work in the course of project implementation and upon completion of a project shall be divided in accordance with the Project Charter. 
During the implementation of an investment program the person responsible for capital construction shall not start the construction/reconstruction unless all permits and approved design estimates (if necessary) are available.


Besides, when forming reports on the implementation of an investment program to the extent of capital construction, the person shall be responsible for the completeness, accuracy and timeliness of provided accounting data (the process of the formation of reports and formats thereof are determined by the Regulation on the Formation, Adjustment of an Investment Program and Preparation of Reports on Its Implementation in the Company and effective regulatory documents, including orders of the Ministry of Energy of Russia).
The person responsible for investment planning is the organizer and coordinator of processes of formation and adjustment of investment programs. Within the scope of the planning process the person responsible for investment planning together with the person responsible for the financial and economic unit shall determine the scope and sources of funding of an investment program at every management level broken down by constituent entities of the Russian Federation and for the Company as a whole, control the observance of Scenario Terms of the Formation of an Investment Program, agree investment programs of inferior management levels and form a consolidated investment program broken down by investment projects at their management level (branch, Company) broken down by constituent entities of the Russian Federation and for the Company as a whole. Besides, during the agreement of investment programs the person responsible for investment planning shall consult constituent entities of the Russian Federation and RF Ministry of Energy.
The person responsible for reporting is responsible for the organization of the formation of reports on the implementation of investment programs. During the implementation of an investment program the person shall monitor the progress of its implementation and organize the formation of reports on the implementation of the investment program broken down by investment projects, constituent entities of the Russian Federation and for the Company as a whole. 
The functions of the person responsible for the financial and economic unit include the formation, agreement and adjustment (if necessary) of sources of funding of an investment program broken down by constituent entities of the Russian Federation and for the Company as a whole. Provided that, the person shall be responsible for the balance of sources of funding of the investment program.
During the implementation of an investment program the person responsible for the financial and economic unit shall control the observance of the use of approved sources of funding and, if necessary, adjust them together with the person responsible for investment planning.
The functions of the person responsible for the consolidation of electrical grid assets include the implementation of measures designed to consolidate electrical grid facilities. Within the scope of these functions the person responsible for the consolidation of electrical grid assets shall initiate investment projects of consolidation of electrical grid assets, as well as form a list of consolidation investment projects the implementation of which during the next planning period would be feasible. Provided that, they shall be responsible for justification of data and feasibility of implementation of the initiated consolidation investment projects (technical, economic, etc.) with indication of forecast technical and economic indicators and quantitative indicators characterizing the result of a goal to be achieved before and after the implementation of the investment projects. 
During the implementation of an investment program the person responsible for the consolidation of electrical grid assets shall be responsible for the implementation of measures designed to consolidate electrical grid assets included in the investment program within established periods, according to the cost, technical and other requirements (prepare necessary documents on assets to be acquired, organize Company’s participation in purchasing procedures, etc.). In the event of application of project management, functions and responsibility in the course of project implementation and upon its completion shall be divided in accordance with the Project Charter. The functions of the person responsible for pricing at the stage of planning of investment projects include:
- Determination of the planned cost of investment projects in forecast prices with account of the reduction of investment expenses in accordance with the target indicators established by the Strategy for the Development of the Integrated Electrical Grid of the Russian Federation approved by Decree of the Government of the Russian Federation dated April 3, 2013, No. 511-r; 
- Check of the estimated cost for facilities the cost of which exceeds the one established by the investment program;
- Examination of the estimated cost for construction facilities the cost of which is over 500 million rubles;
When forming a Company’s investment program the person responsible for pricing at the stage of planning of investment projects shall be responsible for the observance of the Regulation on the Preparation, Agreement and Approval of Engineering Specifications, Statements of Work, Bases of Design and Design Estimates for the Construction, Re-equipment and Reconstruction of 35-220 kV Facilities approved by Order of PJSC MOESK dated June 16, 2015, No. 688. 

The functions of the person responsible for pricing at the stage of implementation of investment projects include: 


- making sure that an internal examination of design documentation is conducted before sending the documentation for an external examination;
- making sure that design documentation developed by design organizations is agreed;
- control over the cost indicators of facilities under construction/reconstruction in order to prevent an unjustified growth of costs;
- implementation of measures designed to ensure the compliance of investment projects to be introduced with approved design estimates with account of the reduction of investment expenses in accordance with the target indicators established by the Strategy for the Development of the Integrated Electrical Grid of the Russian Federation approved by Decree of the Government of the Russian Federation dated April 3, 2013, No. 511-r;
- ensuring mandatory inspection of reliability of determination of the estimated cost of priority investment projects by state examination authorities without the transfer of powers to pass the examination to a contractor.
During the implementation of a Company’s investment program the person responsible for pricing at the stage of implementation of investment projects shall be responsible for unjustified appreciation of investment projects without the introduction of amendments to the existing investment program in accordance with the established procedure.
The functions of the person responsible for the estimation of economic efficiency include the implementation of measures designed to estimate economic efficiency of investment projects, programs, target programs initiated for the inclusion in the Company’s investment program in accordance with methodology guidelines for the estimation of economic efficiency of investment projects and programs, target programs.  
During the estimation of economic efficiency of investment projects the person shall be responsible for the accuracy and timeliness of provided estimations.  Operating units of the Company, which in accordance with the functional allocation of responsibilities in the Company are responsible for information required for the estimation of economic efficiency of investment projects, shall be responsible for the reliability and timeliness of initial data to be provided and used for the estimation of economic efficiency.
The functions of the person responsible for the estimation of energy efficiency include the implementation of measures designed to estimate energy efficiency of investment projects, programs, target programs initiated for the inclusion in the Company’s investment program. 
During the estimation of energy efficiency of investment projects the person shall be responsible for the accuracy and timeliness of provided estimations. Operating units of the Company, which in accordance with the functional allocation of responsibilities in the Company are responsible for information required for the estimation of energy efficiency of investment projects, shall be responsible for the reliability and timeliness of initial data to be provided and used for the estimation of energy efficiency.
The functions of the person responsible for having a competent executive authority approve an investment program in accordance with the procedure and requirements contained in Resolution of the Government of the Russian Federation No. 977 dated December 1, 2009 (hereinafter referred to as the person responsible for IDP approval), includes the organization of timely agreement and approval of a Company’s investment program and investment programs of Company’s branches with and by competent authorities. Provided that, the person shall observe the requirements established by Resolution of the Government of the Russian Federation No. 977 dated December 1, 2009, for periods, formats, etc.
The functions of the person responsible for the organization and performance of a public process and price audit of investment projects of the Company (hereinafter referred to as “PPA”) include:  
- timely consideration and approval by the Company’s Board of Directors of a list of investment projects falling within the criteria of performance of a PPA in accordance with the Standard for the Public Process and Price Audit of Investment Projects of the Company approved by the Company’s Board of Directors (Minutes dated December 31, 2013, No. 217) (hereinafter referred to as the “Standard”); 
- timely and quality organization of the performance of a PPA in accordance with the Standard;
- acceptance of the results of a PPA and organization of a technical meeting chaired by Deputy General Director – Chief Engineer in order to approve necessary measures to be implemented by contractors;
- making sure that reports on the results of a PPA are examined at events relating to public and expert public discussions in accordance with the Standard.


The functions of the participants of investment activities at all the management levels (Company, branch) are indicated in more detail in Schedule 2 to this Regulation.

2.3. [bookmark: _Toc456801477]Participation of shareholders in the management of the Company’s investment activity
Company’s shareholders shall control the investment activity by methods of corporate management. Particularly, they shall do so through participation of their representatives in the General Meeting of Shareholders (meetings of the Board of Directors and/or work of the Audit Commission) and by making decisions on matters relating to the Company’s investment activity.
The competence and functions of the Company’s governing and control bodies (General Meeting of Shareholders, Board of Directors, single-member executive body, collegial executive body, audit commission) within the scope of investment activities are determined by the Company’s Articles of Association and other internal regulatory documents of the Company.
3. [bookmark: _Toc456801478]Objects of management and accounting elements, investment program structure
An investment program is the main instrument of management of Company’s investment activities. Company’s investment activities shall be governed by the RF Ministry of Energy. In this context, several levels of management (formation, agreement, approval and control) of a Company’s investment program are identified: 
· Internal (Company, including company’s executive bodies, branches, subsidiaries and associated companies);
· External (Company’s shareholders, RF Ministry of Energy, Constituent Entities of the Russian Federation and external entities).
Objects of management and accounting elements shall be allocated with account of the requirements of internal (management and accounting rules adopted by the Company) and external management levels. 
Accounting elements
For the purpose of accounting for investment costs of the Company the concept of a Title (see the definition in the Glossary Section) is used. The Title is a basic element of a Company’s Investment Program. In this specification costs for investment activities are collected in accounts.


Investment projects
The object of management of investment activities at the Company’s level is an investment program (see the definition in the Glossary Section). A Company’s investment program consists of a list of investment projects the decision on feasibility of the implementation of which was made (see details in Section 6.2). An investment project may consist of one or several Titles. The decision to unite Titles into an investment project shall be made by Company’s specialists depending on:
· the organization of management of the work process;
· process aspects of work performance at facilities;
· the possibility to separate work products at one or several facilities;
· other factors, 
except in the event there are mixed physical parameters of an investment project (there are physical characteristics of power (MVA) and a linear object (km (overhead lines or cable lines)). In this event the investment project may unite several titles with different physical parameters (MVA and km), but the investment program shall be formed with indication of the titles within the same investment project these titles are united in.
Correspondence of one investment project to one Title is a special case. An investment project consisting of two and more titles, financed by the federal budget, budgets of constituent entities of the Russian Federation, state budgetary and extra-budgetary funds is subject to title-by-title breakdown from the date such project is included in the investment program.
Investment projects differ in terms of the amount of capital investments (see Schedule 3), kinds of facilities under construction and reconstruction, sociopolitical importance, economic efficiency and other factors.
A short-term (for one year) investment program within the scope of a program for the Company’s tariff regulation period for the purposes of internal management shall be formed and approved with a breakdown by investment projects, regardless of their importance and amounts of capital investments broken down by constituent entities of the Russian Federation and for the Company as a whole.


A long-term (for six years) investment program of the Company for the purposes of internal management and consideration by the Company’s Board of Directors shall be formed with a breakdown by the following investment projects:
· priority projects;
· projects included in the annual investment program. 
The other projects may be united into programs and subprograms and estimated by aggregate parameters.
For the purpose of approval of investment programs by the Ministry of Energy of Russia the format of presentation and approval of investment programs is established by effective administrative documents, including Resolutions of the Government of the Russian Federation, constituent entities of the Russian Federation and orders of the Ministry of Energy of Russia.
Management of priority projects and programs
In order to increase the quality of management of planning and implementation of a Company’s investment program, priority investment projects shall be identified within it. The other investment projects shall be united into programs and subprograms. Investment projects completely or partially funded by the federal budget shall be controlled and managed separately per every project, with the allocation of a group of projects as a separate subprogram of the investment program.
The allocation of projects, programs and subprograms solves the following tasks:
a. Implementation by the Company of a project management technology in the course of capital construction. This means building a team of project managers, training staff in project management skills, development and adoption of necessary regulatory documents, building respective relations with contractors.
b. Powers and responsibility for the decision to include and subsequently adjust within projects the final list of projects within a Company’s investment program shall be divided among the Company and external regulatory organizations. The Company’s Board of Directors shall control the implementation of an investment program broken down by investment projects of the first year, priority projects, programs and subprograms in the course of examination of a Company’s long-term investment program. Checking the implementation of the annual investment program the Company’s Board of Directors shall examine the same broken down by investment projects.


An investment program shall have the following structure:
1. Priority projects
2. Groups of programs
2.1. Company’s programs
2.1.1. Programs of branches
2.1.2. Company’s subprograms
Priority projects shall be allocated in accordance with the Procedure of Allocation of Objects of Management contained in Schedule 4 to this Regulation.
The list of groups of programs and subprograms is unchangeable and shall be approved within the scope of Schedule 4 to this Regulation.
Programs of the Company and its branches are within the structure of program groups and shall be allocated at the management level of the Company’s executive bodies of the Company and branches in accordance with the Procedure of Allocation of Objects of Management (see Schedule 4). Company’s programs shall be broken down by programs of branches. When organizing the management (appointing program managers, allocating powers and responsibility), the executive bodies of the Company and/or branches shall select the following program management schemes:
· Appointing a specialist of the Company’s executive bodies as manager of the Company’s program. Provided that, breaking Company’s programs down to programs of branches is intended to get additional analytics used, particularly, but not exclusively, to defend the investment program at regulatory authorities.
· Appointing a specialist of a branch as manager of the program of the branch, without the appointment of a manager of the Company’s program. Provided that, the Company’s program is the object of grouping of programs of branches.
· Simultaneously appointing managers of the programs of the Company and branches with the division of areas of responsibility and powers.
· Appointing persons responsible for certain stages of program implementation (functional management). Work shall be organized without the use of the project management technique.
Thus, priority projects, programs and subprograms are the objects of management at all the management levels: internal (Company, branches) and external (Company’s shareholders, Constituent Entity of the Russian Federation, RF Ministry of Energy). 
The Company’s General Director shall be responsible for the formation, timely implementation, approval of a Company’s investment program in accordance with the requirements and procedure established by the current legislation. 
The Company’s General Director shall be responsible for object compliance of an implemented short-term and/or long-term investment program of the Company with the one approved by the Ministry of Energy of Russia.
4. [bookmark: _Toc456801479]Company’s investment activity management processes
4.1. [bookmark: _Toc456801480]Structure of investment activity management processes
The investment activity management system is a system of interrelated processes, the set of which makes it possible to complete the tasks of management of the Company’s investment activity (see Schedule 5).
The investment activity management system consists of the following processes:
1) Initiation of investment projects. It ensures the formation of a list of investment projects the implementation of which is feasible.
2) Formation of an investment program for another planning period. Within the scope of this process investment projects are chosen from a list of investment projects initiated within the scope of the previous process, and are included in the Company’s investment program with account of the observance of scenario terms of the formation of investment programs.
3) Investment program adjustment. It shall be implemented, should it be necessary to change an approved investment program.
4) Coordination and monitoring of implementation of an investment program. It is related to operational management intended for timely implementation of an approved investment program. The tasks of monitoring of the implementation include tracking and timely response to negative events and tendencies occurring during the implementation of a Company’s investment program.
5) Formation of reports and analysis of the implementation of an investment program. This is a regular process, according to the results of which decisions relating both to the implementation of an investment program and to the necessity of its adjustment are made.


For a detailed description of these processes, as well as their rules and algorithms, see Clauses 5.2-5.7. 
4.2. [bookmark: _Toc456801481]Process of the initiation of investment projects
4.2.1. [bookmark: _Toc456801482]Events triggering the process of the initiation of investment projects
The process of the initiation of investment projects shall start once it becomes necessary and/or possible to implement an investment project. Events triggering the process of the initiation of investment projects include:
· Information about the technical condition of electrical grid facilities;
· Receipt of a request for grid connection or making a grid connection agreement;
· Receipt of instructions of the Federal Service for Environmental, Technological and Nuclear Supervision (Rostekhnadzor), organizations controlling fire safety;
· Approval of a scheme and program of development of the electric power industry of a constituent entity of the Russian Federation;
· Approval of a new or changed existing scheme of development of electrical grids of 35 kV and less;
· Receipt of information about an approved investment program of PJSC FGC UES and generating companies;
· Making an agreement with regional administrations;
· Approval of target programs at a meeting of the Company’s Board of Directors;
· Receipt of requirements from PJSC SO UES;
· Opportunity to consolidate electrical grid assets;
· other events.
4.2.2. [bookmark: _Toc456801483]Sequence of actions designed to initiate investment projects
The occurrence of one of the above events shall trigger the process of investment project initiation. This process shall result in an investment project, the implementation of which by the Company would be feasible, having the respective justification and properly prepared.
The process of initiation of investment projects consists of the following stages:
1. Appearance of the necessity and/or opportunity of implementation of an investment project.


This stage triggers the process of investment project initiation. The main task at this stage is to monitor and respond to the above events in a timely manner, subsequently analyze the feasibility of the implementation of the investment project, determine preliminary parameters of the investment project.
2. Making a decision on subsequent consideration of the matter of implementation of the investment project.
At this stage investment projects shall be initially screened, project parameters shall be worked out in more detail, a technical assessment of the possibility of project implementation shall be made. 
3. Formation of justifying materials.
Justifying materials of the investment project shall be formed by the project initiator, who may engage other specialists of the Company for this purpose. Economic efficiency of the investment project shall be estimated by the person responsible for the estimation of economic efficiency. The initiator, as well as all the specialists of the Company engaged by the initiator, shall be responsible for the reliability of information contained in the justifying materials.
See the scope of justifying materials in more detail in Section 5.2.3.
4. Making a decision on feasibility of the implementation of the investment project.
At this stage the decision on feasibility of the implementation of the investment project shall be made on the basis of justifying materials. Provided that, a scheduled starting date thereof may be set. A final decision on the period of implementation shall be made within the scope of the process of the formation of the investment program for another planning period, within the scope of which top priority projects shall be chosen from all the initiated ones with account of the observance of Scenario Terms of the Formation of the Investment Program.
4.2.3. [bookmark: _Toc456801484]Requirements for the scope of justifying materials of an investment project
Justifying materials shall be formed per every investment project.
Depending on the scale of investments, justifying materials on them shall be formed as a business plan of an investment project and explanatory notes thereto, an abbreviated business plan of an investment project and explanatory notes thereto or an explanatory note and efficiency estimations. Justifying materials for transferring facilities (implementation of an investment project or its funding started during previous periods) shall be annually updated and brought into compliance with the requirements of this Regulation.


A business plan of an investment project (see Schedules 6 and 7) shall be prepared for priority investment projects and target programs (criteria of classifying investment projects as priority projects are contained in Schedule 3). 
An abbreviated business plan of an investment project (see Schedules 6 and 8) shall be prepared for investment projects and investment objects falling under the category of medium projects in accordance with the classification contained in Schedule 3.
An explanatory note (see Schedule 9) shall be prepared for investment projects falling under the category of small-scale projects in accordance with the classification contained in Schedule 3.
Justifying materials for investment projects implemented with the use of funds from the federal budget shall be additionally provided in the formats and in accordance with the requirements established by Resolution of the Government of the Russian Federation dated August 12, 2008, No. 590.
4.2.4. [bookmark: _Toc456801485]Estimation of economic efficiency of an investment project for the purpose of the analysis of feasibility of its implementation
When making a decision to include an investment project in an investment program (feasibility of the implementation of the investment project), economic efficiency indicators shall be taken into account in all events, except for investment projects implemented with the use of funds from the federal budget, where an additional estimation shall be made in accordance with Section III, Clause 13 of Resolution of the Government of the Russian Federation dated August 12, 2008, No. 590.
Provided that, the economic efficiency indicators include:
1) Net cash flow;
2) Internal rate of return;
3) Payback period (simple and discounted);
4) Benefit-cost ratio (where there is revenue).
Standard values of the above indicators shall be established by Scenario Terms developed within the scope of preparation of a resolution for the Company’s Board of Directors as well as by additional requirements of the Company. A discount rate used when calculating the above indicators shall be established by Scenario Terms.


Economic efficiency of a project shall be estimated on the basis of methodology guidelines for the estimation of economic efficiency of an investment project.
4.3. [bookmark: _Toc456801486]Process of the formation of a long-term (for six years) and short-term (for one year) investment program of the Company within the scope of a program for the tariff regulation period
3. [bookmark: _Toc456801487]Structure of planning documents on a Company’s investment program
A Company’s investment program shall consist of two main planning documents:
1) A long-term investment program (for six years).
The long-term investment program shall be developed in order to form measures designed to achieve long-term goals of the Company (strategy).
2) Short-term investment program (for one year) within the scope of a program for the tariff regulation period.
The short-term investment program shall be formed in order to ensure the completion of long-term tasks and consist in a detailed plan of measures of the first year of the long-term plan.
The long-term and short-term investment programs of the Company shall be formed broken down by constituent entities of the Russian Federation and for the Company as a whole and consist of a set of formats the structure of which is established by regulatory acts of the Russian Federation, as well as the Regulation on the Formation, Adjustment of an Investment Program and Preparation of Reports on Its Implementation in the Company. 
A short-term investment program shall be formed on the basis of a long-term investment program approved in accordance with the procedure established by law within the tariff regulation period.
3. [bookmark: _Toc456801488]Sequence of actions designed to form a long-term (for six years) investment program of the Company
The process of the formation of a long-term (for six years) investment program of the Company is annual and is governed by the Regulation on the Formation, Adjustment of an Investment Program and Preparation of Reports on the Implementation of the Investment Program, Improvement of Investment Efficiency and Reduction of Expenses in the Company (sequence of steps, periods, responsible persons). The periods of formation and preparation of materials in order to send proposals for the preparation and making of budget investments from the federal budget in capital facilities shall be determined based on the requirement contained in Section II, Clause 13 of the Resolution of the Government of the Russian Federation dated December 29, 2007, No. 1010 and coordinated with the general process and periods of formation of a long-term investment program.


This process consists of the following stages (see Schedule 10):
1. Formation of a long-term (for six years) investment program of the Company.
A Company’s investment program shall be formed bottom-up in accordance with the structure of the participants of the investment activity. When forming a long-term investment program, the Company shall rely on Scenario Terms and sources of funding for the respective planning period.
The requirements for the formation of a Company’s investment program are contained in Section 5.3.5.
2. Agreement of a Company’s long-term program within the scope of preparation of a resolution for the Company’s Board of Directors.
At this stage a formed long-term investment program agreed at the Company’s level shall be agreed within the scope of preparation of a resolution for the Company’s Board of Directors.
3. Consideration at a meeting of the Company’s Board of Directors of the matter of authorizing the Company’s General Director to have the RF Ministry of Energy approve a long-term investment program.
At this stage the Company’s Board of Directors shall consider the matter of authorizing the Company’s General Director to have the RF Ministry of Energy approve a long-term investment program.
4. Submission of a long-term investment program to the RF Ministry of Energy.
	For the purpose of public discussion of a draft investment program, the Company shall ensure that information about the investment program approved by the Company’s Board of Directors in accordance with information disclosure standards is published on the official website of the federal state information system Common Government Services (Functions) Portal on the Internet and on the Company’s official website on an annual basis, until March 1, as electronic documents complying with the forms, rules for the completion of the forms and requirements for the formats of their disclosure approved by the Ministry of Energy of Russia within the scope provided for by the information disclosure standards. 


	No later than on April 5 of the current year the Company shall publish on the official website of the system in accordance with the information disclosure standards and on the Company’s official website a draft investment program revised according to the results of public discussion, a summary of received proposals with indication of a justified position per every one of them, containing information about the accounting for such proposal in the draft investment program or a refusal to account for it, and other information provided for by the Rules for the Approval of Investment Programs of Electric Power Industry Entities, Whose Registered Capitals the State Participates in, and Grid Operators approved by Resolution of the Government of the Russian Federation dated December 1, 2009, No. 977, Resolution of the Government of the Russian Federation dated February 16, 2015, No. 132, and send an application for approval of the investment program to the Ministry of Energy of Russia using the official website of the system.
In the event information provided for by Resolution of the Government of the Russian Federation dated February 16, 2015, No. 132, Rules for the Approval of Investment Programs of Electric Power Industry Entities approved by Resolution of the Government of the Russian Federation dated December 1, 2009, No. 977 and (or) information disclosure standards cannot be published on the official website of the system due to technical, software failures or other problems faced by the system operator, electric power industry entities, state authorities and organizations shall submit the above information to the Ministry of Energy of Russia in accordance with the procedure provided for by Clause 9 of the Rules for the Approval of Investment Programs of Electric Power Industry Entities approved by Resolution of the Government of the Russian Federation dated December 1, 2009, No. 977 and Resolution of the Government of the Russian Federation dated February 16, 2015, No. 132.
5. Having the RF Ministry of Energy agree and approve a long-term investment program of the Company.
At this stage a Constituent Entity (Entities) of the Russian Federation, the RF Ministry of Energy, as well as other entities in accordance with legislation of the Russian Federation, shall examine a long-term investment program formed by the Company, form their comments and suggestions. Within the scope of this stage comments shall be discussed with the Company, and the long-term investment program of the Company shall be adjusted according to the results of agreement.
6. Consideration by the Board of Directors of a report of the Company’s General Director on having the RF Ministry of Energy approve an investment program.
At this stage the Company’s Board of Directors shall consider a report of the Company’s General Director on the fulfillment of the order to have the RF Ministry of Energy approve a long-term investment program. In the event it is decided that the order was not fulfilled, the Company’s Board of Directors may authorize the General Director to adjust the approved investment program in accordance with the established procedure.
3. [bookmark: _Toc456801489]Sequence of actions designed to form a short-term (for one year) investment program of the Company within the scope of a program for the tariff regulation period
The process of the formation of a short-term (for one year) investment program of the Company within the scope of a program for the tariff regulation period is annual and is governed by the Regulation on the Formation, Adjustment of an Investment Program and Preparation of Reports on the Implementation of the Investment Program, Improvement of Investment Efficiency and Reduction of Expenses in the Company (sequence of steps, periods, responsible persons).
This process consists of the following stages (see Schedule 11):
1. Formation of a short-term (for one year) investment program of the Company within the scope of a program for the tariff regulation period.
At this stage a short-term investment program of the Company shall be formed and agreed. Provided that, the Company shall rely on a long-term investment program approved in accordance with the requirements of the current legislation, scenario terms of the formation of investment programs and sources of funding for the respective planning period.
2. Agreement of a Company’s short-term investment program within the scope of preparation of a resolution for the Company’s Board of Directors.
At this stage a formed short-term investment program agreed at the Company’s level shall be agreed within the scope of preparation of a resolution for the Company’s Board of Directors on consideration of a short-term (for one year) investment program within the scope of a program for the tariff regulation period within the structure of the Company’s Business Plan.
3. Submission of a short-term (for one year) investment program within the scope of a program for the tariff regulation period to the RF Ministry of Energy.
In accordance with regulatory acts of the Russian Federation, the Company must submit its short-term investment program to the RF Ministry of Energy until December 15 of the year preceding the planning one. The Company’s investment program sent to the RF Ministry of Energy must be agreed within the scope of preparation of a resolution for the Company’s Board of Directors.


4. Inclusion of a short-term (for one year) investment program within the scope of a program for the tariff regulation period in the Company’s business plan.
At this stage a short-term investment program within the scope of a program for the tariff regulation period shall be included in the Company’s business plan.
5. Approval of the Company’s business plan, including a short-term (for one year) investment program of the Company.
At this stage the Company’s Board of Directors shall consider the matter of approval of the Company’s Business Plan, including a short-term investment program for the tariff regulation period within the structure of the Business Plan.
3. [bookmark: _Toc456801490]Scope of sources of funding of the Company’s investment program
Sources of funding of the Company’s investment program include own and attracted sources.
The Company’s own sources include:
· Depreciation;
· Unused depreciation of past years;
· Net profit of the accounting year;
· Additional issue of Company’s shares;
· Other own sources.
The Company’s attracted sources include:
· Borrowed funds;
· Funds of the federal budget;
· Funds of local budgets;
· Advances received towards payment for grid connection.
When planning funding sources, the Company shall take into account their unused balance. Provided that, no excess of the use of sources during previous periods may be planned for.


3. [bookmark: _Toc456801491]Requirements for the formation of a long-term (for six years) and short-term (for one year) investment program of the Company within the scope of a program for the tariff regulation period
As an instrument designed to for the achievement and completion of Company’s long-term goals and tasks, a long-term investment program shall be formed on the basis of an adopted strategy of the Company, comply with made resolutions of the Company’s Board of Directors, take into account external and internal requirements, which include:
· Legislative documents governing investment activities of grid operators;
· Schemes of development of electrical grids of 35 kV and less (except for projects (facilities) included in the Program of Consolidation of Electrical Grid Assets);
· Schemes and programs of development of the electric power industry of the entity (except for projects (facilities) included in the Program of Consolidation of Electrical Grid Assets);
· Keeping electrical grid facilities in a good technical condition;
· Instructions of the Federal Service for Environmental, Technological and Nuclear Supervision (Rostekhnadzor), organizations controlling safety, including fire safety;
· Accounting for requirements of PJSC SO UES;
· Coordination with investment programs of PJSC FGC UES and generating companies;
· Performance of assumed obligations to Constituent Entities of the Russian Federation;
· Grid connection requests received from consumers and made grid connection agreements, forecasts of grid connection scopes (broken down by constituent entities of the Russian Federation, units, facilities, groups of applicants);
· other requirements.
When forming a long-term investment program, Scenario Terms of the Formation of Company’s Investment Programs, target programs and Programs of Consolidation of Electrical Grid Assets approved by the Company’s Board of Directors with account of available funding sources shall be taken into account.
A short-term investment program of the Company is a detailed plan of a long-term investment program. Provided that, it shall take into account: the current financial condition of the Company, Scenario Terms of the Formation of Investment Programs, seasonal aspects of the implementation of investment projects, actual performance of work, appearance of new requirements, restrictions, etc.

4.4. [bookmark: _Toc456801492]Coordination and monitoring of the implementation of an investment program
The process of coordination of the implementation of a Company’s investment program is related to operational management of investment project implementation. The main task of this process is timely implementation of the program with the maintenance of planed and approved technical parameters of investment projects, cost indicators, indicators of economic and energy efficiency of investment projects and the investment program in general, etc.
Provided that, the Company’s investment program shall be implemented in two forms:
1) Project management.
Project management shall be applied to implement priority investment projects, target programs where one person responsible for the implementation of the project (Project Manager), target program shall be assigned. See Section 6 for more detail.
2) Functional management.
In other events projects shall be implemented in accordance with the functional allocation of responsibilities and powers documented with internal regulatory documents of the Company.
The Company’s General Director shall be responsible for the implementation of the investment program and investment projects included therein within set periods, in a quality manner, without any excess of the cost of investment projects over planned and approved parameters in case of either form of implementation of the investment program.
The implementation of an investment program consists of the following two main stages:
1. Detailed planning of a schedule and processes of project implementation within the scope of project management: network scheduling and formation of processing lines;


2. Planning of a schedule and processes of project implementation in accordance with the established format of a project implementation activity network;
3. Preparation and receipt of planning and building permits;
4. Receipt of a land allotment;
5. Development and approval in accordance with the established procedure of a statement of work for D&SW;
6. Preparation of documents required to purchase D&SW services;
7. Making and signing agreements with contractors and suppliers;
8. Payment of advances under D&SW agreements made with contractors;
9. Control over the deadlines, cost and quality of performance of D&SW; 
10. Examination (internal/external) and approval of D&SW in accordance with the established procedure; 
11. Settlements with contractors for D&SW;
12. [bookmark: OLE_LINK1]Preparation of documents required to purchase construction, upgrade, re-equipment services, as well as materials and equipment (including templates of supply, C&I, set-up and start-up operations, D&SW agreements);
13. Contracting and organization of supplies, C&I, set-up and start-up operations, etc.;
14. Organization of work to be performed using own resources;
15. Payment of advances under construction, upgrade, re-equipment agreements made with contractors;
16. Control over the deadlines, cost and quality of construction, upgrade, re-equipment to be carried out by a contractor;
17. Control over the deadlines of delivery and cost of materials and equipment, as well as the configuration thereof;
18. Organization of work to be performed using own resources;
19. Acceptance of construction, upgrade, re-equipment work performed by a contractor;
20. Making payments according to the results of acceptance of work performed by a contractor (D&SW, C&I, set-up and start-up operations, etc.);


21. Commissioning of a facility;
22. Recognition of a fixed asset.
The main task of monitoring of the implementation of an investment program is to identify and respond in a timely manner to negative events within the operating period.
The procedure, periods, forms of control and monitoring of risks of the Investment Activity business process are governed by the Regulation on the Control Environment and Risks of the Investment Activity Business Process as well as other internal regulatory acts of the Company. 
At the management level of the Company’s executive bodies there are two levels of control and coordination of investment project implementation actions:
1) Priority projects controlled and coordinated at the level of:
· Formation of and control over the compliance with activity networks;
· Evaluation of the Company’s activity designed for IDP implementation to the extent of capital construction with visits to construction sites;
· Control of the absence of unjustified appreciation of construction/reconstruction when signing work completion certificates and correspondence of the cost of facilities commissioned with approved design estimates;
· etc.
The list of priority projects shall be determined in accordance with the procedure of allocation of objects of management contained in Schedule 4.
2) Other projects, which are to be monitored, controlled and coordinated at the level of basic indicators by program groups and programs. At a more detailed level control shall be exercised whenever necessary where there are significant deviations in monitored indicators (deviations from the plan, negative dynamics, etc.). 
3) At the management level of a Company’s branch all investment projects shall be controlled and coordinated at one level, similarly to priority projects at the level of the Company and a branch.
4.5. [bookmark: _Toc456801493]Formation of reports and analysis of the implementation of a Company’s investment program
5. [bookmark: _Toc456801494]Sequence of actions designed to form reports on the implementation of a Company’s investment program
Reports shall be formed and the analysis of the implementation of a Company’s investment program shall be conducted from time to time according to the results of every quarter (except the fourth one), according to the results of the year, as well as whenever necessary.
Within the scope of this process the Company shall form reports on the implementation of the investment program. The procedure and formats of the formation of the above reports are established by regulatory acts of the Russian Federation for electric power industry entities, the Regulation on the Formation, Adjustment of an Investment Program and Preparation of Reports on the Implementation of the Investment Program, Improvement of Investment Efficiency and Reduction of Expenses in the Company, as well as in accordance with the requirements of the Ministry of Energy of Russia for formats and periods of submission of reports on investment projects implemented using funds of the federal budget.
This process consists of the following stages (see Schedule 12):
1. Formation of reports on the implementation of a Company’s investment program.
The reports shall be formed by the Company bottom-up in accordance with the structure of the participants of the investment activity broken down by Company’s branches (constituent entities of the Russian Federation) and for the Company as a whole broken down by investment projects. Reports on the implementation of a Company’s investment program shall be signed by the Company’s General Director, after which they shall be sent for agreement within the scope of preparation of a resolution of the Company’s Board of Directors.
2. Agreement of reports on the implementation of a Company’s investment program within the scope of preparation of a resolution for the Company’s Board of Directors.
At this stage formed reports on the implementation of an investment program agreed at the Company’s level shall be agreed within the scope of preparation of a resolution for the Company’s Board of Directors.
3. Sending reports on the implementation of a Company’s investment program to the RF Ministry of Energy.
Reports on the implementation of a Company’s investment program agreed within the scope of preparation of a resolution for the Company’s Board of Directors shall be submitted to the RF Ministry of Energy in accordance with the procedure, in the formats and within the periods established by regulatory acts of the Russian Federation: quarterly reports within 45 days after the end of the accounting period, and annual reports until April 1 of the year following the accounting one.
4. Approval of reports on the implementation of an investment program at a meeting of the Company’s Board of Directors.
Reports on the implementation of an investment program shall be approved at a meeting of the Company’s Board of Directors after they have been sent to the RF Ministry of Energy within the structure of a report on the fulfillment of the Company’s business plan.
5. [bookmark: _Toc456801495]Resolutions made according to the results of the analysis of the implementation of a Company’s investment program
When analyzing the implementation of an investment program, the implementation shall be estimated based on the following basic criteria broken down by constituent entities of the Russian Federation and for the Company as a whole:
1) Deviation of actual implementation from the investment program plan in terms of basic financial and economic indicators (amount of application, introduction and retirement of fixed assets, funding, etc.);
2) Deviation of the cost of the implementation of the investment program from the one approved in DE for priority projects controlled at the level of the Company and the Company’s Board of Directors;
3) Compliance with the plan in terms of commissioning capacities;
4) Deviation of actual implementation from the plan of the investment program in terms of basic technical parameters (achievement of parameters of the technical condition of facilities, etc.);
5) Achievement of indicators of the efficiency of the investment program (at year-end);
6) Deviations from work schedules (activity networks) under priority projects controlled at the level of the Company and the Company’s Board of Directors;
7) Deviation of actual funding of the investment program from the planned scope for the investment program as a whole and broken down by priority projects controlled at the level of the Company and the Company’s Board of Directors.
The process of the formation of reports and analysis of the implementation of a Company’s investment program is the basis for resolutions on:
· necessity to adjust the investment program;
· justification of the investment program for another planning period;
· feasibility of the implementation of investment projects;
· payment or cancellation of bonuses to persons responsible for planning and the implementation of the Company’s investment program;
· payment or cancellation of bonuses to certain persons responsible for the initiation of investment projects;
· payment or cancellation of bonuses to certain persons responsible in accordance with Schedule 2;
· change of the system of planning and implementation of the Company’s investment program;
· etc.

6. [bookmark: _Toc456801496]Project management
In order to improve the quality of fulfillment of requirements established by an investment program for the time, cost and correspondence of project implementation results with technical and other characteristics approved in DE, a project management system shall be introduced in the Company. 
A project management technique shall be applied in respect of investment objects allocated in an Investment Program within the structure of priority projects, in respect of which a decision to transfer them to project management objects is made. 
In order to organize the project management process, a project management system is used in the Company. The Company’s governing bodies include: the Management Committee, Working Group, Project Manager. 
The activity of all the project management participants shall be governed by the Project Charter. The Project Manager shall be appointed by Order of the Company’s General Director.
Competencies of the above bodies within the scope of project management shall be allocated as follows: 
The Management Committee is a body within the organizational structure of project management. The activity of the Committee is governed by the Regulation on the Management Committee.
The Management Committee is competent to make key decisions on the following matters:
· Changing periods of performance, cost, technical solutions and quality of work;
· Deviations in the course of project implementation, should they exceed allowable ones. The tolerance region of deviations shall be set for every project by decision of the Working Group for basic indicators: periods, cost, quality; 
· Improvement of the project management system.
The Working Group is the organizational project management level following the Committee. The activity of the Working Group is governed by the Regulation on the Working Group.
The Working Group is competent to handle the following matters:
· Agreement with the Management Committee on introduction of changes to planned periods and resources of projects, planned changes in the course of project implementation;
· Control over the progress of the implementation of investment projects on the basis of reports of Project Managers and analysis of Activity Networks;
· Deviations in the course of project implementation, provided the same do not exceed planned deviations, etc.
A Project Manager is a Company’s employee appointed by the Company’s General Director, a person responsible for project implementation in the Company, who is competent to handle the following matters:
· Formation of reports on the project;
· Making decisions within the Project Management Team within the scope of planned resources;
· Control over the progress of the investment program on the basis of reports of the Project Management Team and analysis of the Project Activity Network;
· Taking measures designed to eliminate deviations in the course of project implementation, provided the same do not exceed planned deviations, etc.
The activity of the Project Manager is governed by the Project Charter which shall determine:
· Tasks of the Project Manager;
· Functions and position responsibilities of the Project Manager.
The project management process shall be supported with the following documents:
· Regulation on the Working Group; 
· Regulation on the Management Committee; 
· Job descriptions; 
· Standard Project Charter; 
· Standard activity networks.
For the purpose of successful implementation of the project management system, the Company shall regularly organize training and appraisal of staff participating in project management, as well as introduce modern instruments of information support of project management activities.
