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1. organizational and technical aspects of the accounting policy
This Statement is developed in compliance with the reqirements of the accounting and financial law of the Russian Federation.

Goals of the Statement:

· to declare principal assumptions, requirements and approaches to organization and keeping of accounting in IDGC of Centre, JSC (hereinafter referred to as “the Compnay”);

· to ensure reliability of prepared financial (accounting) statements;

· to ensure formation of complete and reliable information on such subjects of tax accounting as income, expenses, property, property rights, liabilities and business transactions, which value appraisal determines the tax base of the current accounting (tax) period;

· to provide internal and external users with the information to control accuracy of calculations, complete and prompt payment of taxes, including the Company’s organizational and industry characterictics, into the budget;

The following persons must be gorverned by this Accounting Policy Statement to perform their activity:

· heads and employees of the branches of the Company;

·      heads and employees of all structural subdivisions, services and divisions of the Company, who are responsible for the prompt submission of source documents and other accounting information to the accounting department;

·     heads and employees of all services and divisions, who are responsible for prompt and grounded development, review and submission of the reference data to subdivisions-performers (including accounting department);

·     employees of the centralized accounting department of Corporate Service Systems, JSC, who are entrusted on the contract basis to keep accounting and responsible for prompt and qualitative performance of all kinds of accounting as well as preparation of all kinds of reliable accounting, employees of accounting departments of the branches. 
Other regulatory documents of the Company are not to contradict the provisions of these aspects of the accounting policy.

1.1. Principles of organization and goals of accounting
Responsibility for organization of the Company’s accounting, compliance with the law at settlement of business transactions lies on the Director of the Company.

Accounting is conducted on the grounds of the Accounting services agreement signed with Corporate Service Systems, JSC.
Functions of the Chief Accountant for accounting policy formation – keeping of accounting, signing and prompt submission of the statements – are entrusted to the Director for the Accounting Policy of the Company. Other functions of the Chief Accountant as well as the responsibility of Corporate Service Systems, JSC, to the Company for violation of the established procedure of accounting keeping and statements submission are provided  by the conditions of the contract relating to accounting keeping. Organization of the accounting in the Company is performed through strict fulfillment of the requirements of the existing law and procedure of execution and submission of the documents for accounting, the Director’s instructions relating to the Company’s accounting policy, employees keeping the accounting under the contract of services for the accounting purposes by all employees, subdivisions and services of the Company. 
1.2.
Forms of source accounting documents and rules of document flow and accounting specifications of intra-organizational settlement
Accounting records are made on the grounds of the source accounting documents, which register the fact of business transactions.

The source accounting documents are reflected in the accounting record, if they are drawn up:

· on a form contained in albums of unified pro-formas for source accounting documantation;

· on a form approved by the Director of the Company or persons authorized by him, and are used after their registration as Appendix to this Statement. These forms of the source accounting documents should contain the following mandatory details:

· name of the document;

· date of the document;

· name of the organization on behalf of which the document is drawn up;

· description of the business transaction;

· measurements of the business transactions in physical and monetary terms;

· positions of the persons responsible for the business transaction and accuracy of its execution;

· personal signatures of these persons.

Source and consolidated accounting documents obtained using computer programs are reflected in the accounting record, if they are executed in paper form and contain mandatory details. 

Legal force of the documents kept, processed and transferred with the help of automated information and telecommunications systems can be confirmed by electronic digital signature. Legal force of electronic digital signature is acknowledged, when automated information system contains software and hardware facilities ensuring the signature identification and observance of established regulations of their use. 
Source accounting documents transferred to the centralized accounting department are subject to mandatory check.

The check is conducted according to the form (completeness and accuracy of documents execution, filling in of the details), content (documentary transactions legality, logical coherence of individual figures).

Source accounting document must be drawn up at the moment of the transaction, if it is impossible – immediately after its completion.

When reflecting the source accounting documents in the accounting record, the control of signatories’ powers is conducted. List of persons entitled to sign source accounting documents is approved by the Director of the Company.

Source accounting documents flow in the Company (drawing up or receipt from other enterprises, institutions or organizations, flow between structural subdivisions of the Company, reflected in the accounting record, processing, transfer to the archive – document flow) is regulated by the document flow schedule. The document flow schedule is approved by the Director of the Company and executed by means of the individual order over the Company. The document flow schedule over the branches of the Company is approved by the order of the head of the branch. 
The Company keeps source accounting documents, accounting registers and and accounting statements within the terms set by the internal organizational management documents, but not less than five years.

Working chart of accounts for accounting, other documents of accounting policy, coding procedure, memorandums on amendments in the accounting and statements are kept by the Company not less than five years next to the year, in which they have been used for accounting statements for the last time.
Responsibility for organization of keeping of accounting documents, accounting registers lies on the Director of the Company.
Reflection of transactions relating to settlement with the branches allocated on individual balance is conducted at “Intra-organizational settlements” account with a breakdown of analytical groups. 
Accounting departments of the branches and accounting department of the executive body of the Company perform monthly data collation relating to intra-organizational settlements reflected in in the accounting records. Agreed in such a way data is compared then with the data of intra-organizational settlements reflected in in the accounting records. 

Accounting drawn up following the results of the registered business transactions on the forms of the accounting statements of the branches is submitted monthly, quarterly, annually to the accounting department of the executive body within the terms set for accounting statement submission. Responsibility for reliability of the accounting statements submitted lies on the head of the accounting department of the branch.

All kinds of intra-organizational settlements between the branches are effected through the accounting department of the management of the Company.
1.3.
Accounting procedure and terms
Preparation of accounting statements is based on the data of accounting registers. To ensure individual responsibility of the accounting department personnel the registers are printed and signed monthly by persons prepared them. These persons are responsible for correctness of reflection of business transactions in the storqge registers. 
The Company provides interested persons with accounting statements refleting state of its assets and liabilities, income and loss according to composition and procedure provided by the the Law on accounting.

Accounting statements are signed by the Director of the Company and by the Director for accounting policy of the Company. 
The annual accounting statements are approved by the resolution of the annual meeting of shareholders of the Company.
Interim accounting report of the Company is drawn up within 30 days upon completion of the quarter, the annual – within 90 days upon year completion.

Accounting of property, liabilities and business transactions of the Company is performed in Rubles and kopecks. Accounting statements are drawn up in thousand Rubles. 
Main sections of an explanatory note are determined by point 4 of the Art.13 of the Federal Law N 129-ФЗ dated November 21, 1996 «On accounting». 
In particular:

· information on the organization,

· financial situation of the organization,

· comparability of data for the accounting and previous years,

· methods of estimation and essential articles of accounting statements:

· on intangible assets and R&D;

· on fixed asstes and income-bearing investments;

· on inventories;

· on financial investments;

· on credits and loans;

· on profit tax computation;

· on exchange rate differences;

· on events occuring after the reporting date;

· on conventional fact of business activity;

· on terminated activity;

· on affiliated persons;

· on government assistance;

· on segments.

· Facts of non-application of accounting rules,

· сhanges  of the accounting policy for the next accounting year.

Structure of an explanatory note can vary, if facts of separate sections (e.g. non-application of accounting rules, сhanges  of the accounting policy)  are absent or activity of organization requires additional expalnations.

Resolution of the accounting year profit distribution adopted by the annual meeting of shareholders of the Company is reflected in the accounting statements for that period in which the meeting was held, that is the next to the accounting year.
The final part of the Auditor’s Opinion issued following the results of the mandatory audit of accounting statements is enclosed to the accounting submitted for approval of the meeting of shareholders. The Company provides the annual accounting statements in comliance with Addresses and terms provided by the exisiting law. Besides, the Company publishes the annual accounting statements prior to June 1, of the year next to the accounting one. 
1.4.
Procedure of formation, approval and alteration of the accounting policy
Within the year the Director for the accounting policy of the Company performs preparation and gives reasons of resolutions relating to change of different accounting policy statements, which can be accepted for execution, starting with the next year.

Any change of the accounting policy is executed in a form of amendments and changes to this statement, which are approved in accordance with the same procedure as the statement by means of organizational-administrative documentation (orders, regulations etc.) of the Company.

Changes of the accounting policy are declared by the Company in the explanatory note to the accounting statements for the year prior to the year of the beginning of their application.

If the Company’s business activity includes new facts of business activity, which accounting methods are not specified in the accounting policy, the supplement to the accounting policy is drawn up. The supplement to the accounting policy is drawn up in a form of the supplement to this Statement, which is not considered as its new edition and applicable from the date of approval. 
Disclosure of the accounting policy methods accepted at formation of the accounting policy, which influence essentially on estimation and adoption of resolutions by interested users of the accounting statements, is performed by the Company by means of inclusion of quotations from this statement into the explanatory note to the accounting statements for the accounting period.

The accounting methods are recognized to be essential, if interested users of the accounting statements not knowing the applicaton of these methods fail to obtain reliable estimation of the financial situation, flow of funds or financial results of the activity of the Company.

        1.5.
Applicable book of accounts
         The Company apply the working book of accounts of the accounting, which is the Appendix to this Statement. 
         The working book of accounts of the accounting allows to realize the schedule of registration and grouping of data relating to the facts of the business activity, used for drawing up of necessary forms of statements (financial, statistic, tax, budgte management system) and intended for unification of the accounting of the Company. 

Process of registration and grouping of data is performed by means of standard set of accounts (sub-accounts), analist’s handbooks on accounts (sub-accounts, technical accounts), accounts correspondence combined with the use of analist’s handboks.

         Alterations and amendments to the working book of accounts are made centrally by means of the order of the Director for the accounting policy of the Company authorized by the Director of the Company. 
            1.6.
Procedure of Assets and Liabilities Inventory
                    The Company performs the inventory for the purposes of ensuring of the reliability of data of the accounting and accounting statements. All types of assets and liabilities of the Company, including the property (notwithstanding location) possessed by the Company on an ownership basis, accounts receivable and payable, capital items, property not belonging to the Company but itemized in the accounting on off-balance sheet accounts (property under custody, received for sale under commission agreement, leased etc.) are subject to the inventory procedures.

        Primary goals of the inventory are: discovery of actual property, comparison of actual property with the accounting data, check of completeness of liabilities reflexion in the acounting report. 

       The inventory is obligatory:

· prior to the annual accounting statements (except property inventory of which has been made prior to October 1 of the accounting year):

· fuxed assets and intangible assets – once per year as of October 1,

· commodity and material veluables товарно-материальных ценностей – once per year as of October 1, 
· financial liability – once per year as of december 31,

· shifting of inventory custodians;

· discovery of facts of embezzlement, abuse or property damage;

· in case of natural disaster, fire or other emergency situations caused by extreme conditions;

· at reorganization or liquidation of the organization;

· in other cases provided by the law of the Russian Federation.

Besides inventory procedures provided for the purposes of the accounting statements, the Company makes inventory necessary to confirm the data of operative accounting and other purposes.

Inventory schedule is approved by the Director of the Company or authorized heads of the structural subdivisions (branches) of the Company in compliance with the structural subdivisions (branches) entrusted them.

Inventory commissions, which members are approved by the Director of the Company, are established for the purposes of inventory

. 

Discsrepancies between actual property and the data of the accounting discovered at inventory are reflected in the accounts of accounting in the following order:

· surplus assets is entered at market value for tha date of inventory, corresponding amount is credited to the account 91 «Other income and expenses»;

· shortages of assets and their damage within the norm of natural loss are attributed to costs of production or circulation, and above the norms – to guilty persons. If guilty persons are not detected or the court refused recovery of losses from them, so the losses of shortages of assets and their damage are written-off to the account 91 «Other income and expenses».

2.
Methodic aspects of accounting policy 
This secton is devoted to chosen methods of accounting keeping essentially affecting on estimation of resolution adopting by the users of the accounting statements. These methods are tipical when forming the accounting policy of the Company. 
2.1.
General requirements for accounting. Reqirements and assumptions accepted for accounting and drawing up of accounts. Requirement to information formed by the accounting system
Thr accounting system of the Company must ensusre the reliability, completeness and accuracy of accounting information at accepted level of costs for its preparation and submission.

The accounting statements are considered to be reliable and complete, if they have been prepared in compliance with the rules provided by regulatory acts on the accounting.

         The accounting statements are considered to be accurate, if they do not contain essential errors. Absence of errors is secured by means of multilevel reliability control of accounting keeping and preparation of accounting statements of the Company: control of a specialist performing corresponding accounting procedures, control of the head of the structural subdivision of the accounting department, who sign free accounting registers, audits.

The external accounting statements for users includes information on the property status of the Company (it is provided in a form of accounting balance sheet – Form No. 1), financial results of activity and changes of financial situation of the Company (it is provided in a form of profit and loss statement – Form No. 2), interpretations and explanations useful for wide circle of interesterd users when adopting resolutions (it is provided in a form of Appendices to the balance sheet – Forms No. 3 «Statement of changes in equity», No. 4 «Cash flow statement», № 5 «Appendix to balance sheet» and in an explanatory note).

The annual accounting statements are provided by the Company in full scope of the forms, including the expalanatory note, interim accounts are provided by the Company in a scope of the Accounting balance sheet and Profit and Loss Statement.

Preparing information the Company is governed by standard requirements to accounting keeping and statements preparation: requirement of prudence, requirement of completeness, requirement of retionality, requirement of consistency, requirement of priority of the content over the form.

Besides forgoing requirements, the Company implements the accounting process (including preparation of accounting statements) basing on the following assumptions:

· the property and liabilities of the Company are accounted apart of the property and liabilities of owners of this organization (separate entity assumption of the organization);

· the Company will proceed its activity in the foreseeable future, and it does not have intentions and necessity of liquidation or significant activity reduction, and, therefore, the liabilities will be paid in accordance with the established pricedure (going concern assumption of the organization);

· the accounting policy chosen by the Company is applied in a sequential order: from one accounting year to another, within the frameworks of one organization as well as a group of associated organizations (assumption of the consistent application of accounting policies;

· facts the business activity of the Company relates to that accounting period (and, therefore, reflected in the accounting statement), in which they have happened to be, irrespective the actual time of receipt or payment of monetary funds connected with these facts (the accrual principle assumption).
2.2.
General approaches to qualification of accounting entity
Assets of the Company are diveded into assets and expenses (incomplete investments in assets formation).

Within the accounting period the Company uses (expends) resources of different kinds: material, financial, labor and others. Value appraisal of resource use accepted for accounting is qualified as expenses (incomplete investments in assets formation).
Upon expiration of accrual period expenses lead to assets formation (fixed assets, finished products etc.), or expenses (resolutions relating to write-off to losses of incomplete capital investments in virtue of liquidation or sale of incomplete construction project, write-off of expenses to R&D, which did not give results, write-off of prime cost of performed works and rendered services etc.).

Moment of completion of expenses accrual period is determined by that moment, when conditions of assets recognition are observed  or it is obviously that expenses accrued reduce economic  profits of the Company without formation of any asset.

Expenses are devided into capital (non-current) and operational (current).

The Company considers expenses to be capital, which are intended to form non-current assets, including expenses for purchase of new objects, new construction, extension, reconstruction, upgrading and technical re-equipping. All other expenses are recognized by the Company as current.

Value appraisal of the used resources – expenses – is preliminary calculated on calculating accounts:

· expenses for production of goods, works, services (current) – account 20;

· general business expenses – account 26;

· expenses for purchase (formation) of non-current assets (capital investments) – account 08.

At expenses accounts for purchase (formation) of non-current assets expenses accounting is conducted in item-by-item section.

at expenses accounts for purchase (formation) of current assets expenses accounting is conducted in section of nomenclature numbers, batches, uniform group of inventories.

Upon expiration of expenses accrual period the Company recognizes that expenses lead to formation of an asset, if formation of property item, which use or alienastion results in economic profit in future, have happened. Only property items belonging to the Company on an onweship basis (separate entity assumption) are recognized by the Company as assets. 

Future economic profits are potential opportunity of property to induce directly or indirectly monetary funds or their equivalents to the Company. There is a belief that a property item will bring economic profits in future, when it can be:

· used separately or in association with another item during the process of production of goods, works, services intended for sale;

· exchanged to another property item;

· used for settlement of accounts payable;

· distributed between the participants.
In order property item is recognized in the accounting statements, its value must be measured with enough degree of reliability. The Company recognizes value measurement to be reliable enough in case, when property item is ready to be used for the planned purposes, and all expenses connected with its conditioning are recognized in the accounting statements and valued on the grounds of accounting documents, contract or market rates and tariffs.

If expenses failed to lead to asset formation,  the Compnay recognizes charges asset upon termination of the period of accumulation of expenses. At the same time reduction of economic profits of the Company as a result of disposal of assets (monetary funds, other property) and (or) liabilities leading to reduction of the capital (excluding reduction of participants’ contributions) are recognized to be expenses. 

The Company recognizes expenses only in case, when disposal of assets has unconditional nature. If under definite conditions disposed assets are returned to the Company, accounts receivable or another asset formation (e.g. financial investments) are recognized in the accounting statements. 

The Company does not recognize monetary funds or another property transferred with condition of possible or obligatory consequent return (granted loans, advance payments, transfer of property to a commissioner or attorney for disposal, turnover taxes itemised separately in the settlement documents with suppliers etc.) as expenses. 

Income means growth of economic profits of the Company as a result of receipt of assets (monetary funds, another property) or payment of liabilities leading to capital increase, except participants’ (property owners) contributions.

The Company does not recognize receipt of monetary funds or onther property aquired with condition of possible or obligatory consequent return (granted loans, advance payments, transfer of property to a commissioner or attorney for disposal, turnover taxes itemised separately in the settlement documents with suppliers etc.) as income.

The Company recognizes accounts payable in the accounting statements, if there is a probability of the outflow of the Company’s resources able to bring economic profits, which is the consequence of fulfillment of existinf liability, moreover amount of this liability can be valued with enough degree of reliability.

Amount of assets value with the deduction of its liability amount (accounts payable) is recognized to be the Company’s capital. 
2.3.
General approaches to valuation of accounting entities
To accept property and liabilities to the accounting the Company conducts their valuation in monetary terms. Valuation of property is conducted as follows:

· property received by the Company as contribution into authorized capital is valued according to monetary value determined by the founders (shareholders) of the Company in compliance with requirements of the existing law; 

· property purchased by the Company for payment is valued according to amount of actual expenses for its purchase. In case of inessentiality of the expenses amount (3% from the contract price) for purchase of securities (except amounts paid to a seller in accordance with the contract), these expenses are recognized by the Company as other expenses;

· property produced by the Company is valued at its primecost (actual expenses connected with the property item production);

· material values remaiming after write-off of the fixed assets unfit for recovery and further use, spare parts formed as a result of fixed assets recovery (reconstruction, upgrading, repair) are valued at the current market price for the date of write-off of the fixed assets or for the date of acceptance of spare parts to accounting.;

· property aquired by the Company free of charge and property discovered at the Copmany’s assets and liabilities inventory are valued at the current market value for the date of acceptance of property to accounting;

· the current market value is monetary funds, which can be obtained after sale of the asset specified for the date of acceptance to accounting.

The current market value is formed basing on prices for this or similar property. In this case information on the price must be confirmed by the documents or an expert.
Information on prices for analogous fixed assets received in writing from production organizations, information on level price held by State statistical authorities, trade inspections as well as mass media and in specialized literature, expert reports (e.g. appraisers) relating to value of items of the fixed assets are used when determining the current market value. Expert report is the report of an independent expert or an authorized specialist (specialits) of the Company, possessing special knowledge and skills. These specialists are appointed by the order of the Director of the Company or persons authorized as members of permanently acting committee for acceptance to accounting and write-off of property. 
The current market value of securities with market quotations are accepted in the amount of their market price, calculated in accordance with the established procedure by the trade organizator in securities market and confirmed by documents; 

· property received by the Company under contracts providing fulfillment of obligations (payment) by non-monetary assets (under barter contracts in particular) is evaluated according to cost of values transferred or subject to transfer by the Company. Cost of values transferred or subject to transfer by the Company is fixed from the price basing on which the Company usually determines cost of similar values under comparable circumstances.
Evaluating property aquired basing on any grounds its actual cost is formed adding expenses beared by the Company to condition the property for it to be fit for use (for expert examinations, consultations and estimations, payment for services of agents and other intermediaries, for supply, assembly and trial startups, registration of transactions, payment of duties etc.).

Cost of property, in which they are reflected in the balance sheet, is not subject to alteration except cases provided by the law of the Russian Federation. 

For non-current assets (except intangible assets) it is admitted in case of further construction, firther equipping, reconstruction, upgrading, partial liquidation and reestimation of items of fixed assets. 

For current assets it is admitted, if inventories are morally absolete, fully or partially lost their initial quality or which current market value, selling cost reduced. 

Adjustment of value from accouting to market is performed for financial investments basing on which current market value can be determined in accordance with the established procedure.
If for the moment of property receipt (fixed assets, inventories etc.) the document of cost of received items are not available, they are reflected in the accountingn statements according to conditional value taking into account agreed cost, delivery expenses determined in compliance with data of transport railroad waybills and other shipment documents.

Accounts receivable and payable (including those under received/granted creits, loans) are reflected in the accounting statements taking into account interests, fines, penalties, forfeits accepted or inflicted.

Property related to depreciated assets (fixed assets, intangivle assets and profitable investments in material values) in reflected in the accounting statetments according to residual value (initial cost deducting accumulated depreciation).

Netto-valuation method providing formation of reserves for reduction of cost of specified assets on separate accounting accounts is applied in accounting statements for the property related to securities and accounts receivable. 
2.4.
Chosen methods of accounting for capital expenditures and non-current assets
Capital expenses are connected:

· with performance of capital construction in a form of new construction as well as reconstruction, extension and technical further equipping (hereibafter referred to as “the construction”);

· with purchase of buildings, constructions, equipments, transport means and other individual projects (or their parts) of fixed assets;

· with purchase of land polts and natural resourses sites;

· with purchase and formation of intangible aseets.

2.4.1.
Capital construction by efforts of outside contractors and using own resources
Capital expenses result in formation of non-current assets (fixed assets) on the projects of construction and assembly works after putting these projects into operation grounded by corresponding acts and in cases of necessety with drawing up of Certificate of State Registration of Title for real estate. 

At reflecting of real estate item in the accounting statements as the item of fixed assets, the amount of actual expenses for its formation accounted as capital investments in this item makes up initial value of the item of fixed assets:

· on real estate items purchased from prevous owners under purchase contracts, barter contracts, lease contracts etc. – after registration of transfer of property right for the item in the authority of State Registration of real estate transactions;

· on real estate items built by the Company and its subdivisions by a constructor or independenly – after submission of set of documents following the Registration of property rights for the item; 

· on fixed assets included in the construction estimates (meant for use in built projects) – after putting into operation of the whole construction project;

· on fixed assets requiring assembly – after assembly completion;

· on fixed assets not requiring assembly – after the item is submitted from supply subdivision to operating subdivision. If the operating division puts the received item in warehouse, so it is reflected in the accountijng statemets as the item of fixed assets in store (in reserve). 

Accounting of investments in non-current assets is kept on the construction as a whole, on individual projects of investments. 

Construction project – insulated builing or construction, type or complex of works, which construction demands drawing up of design estimate documentation. 
Construction project is considered with all relating arrangements, equipment, furniture, inventory, auxiliary and support devices as well as if necessary with the attached utility facilities and general site works (leveling operation, improvement, planting etc.).

Account of expenses is kept on a cumulative total from the beginning of construction of the item in section of accounting periods up to putting the items into opeartion or full production of corresponding works. Builder (customer of construction) keeps accounting of expenses on the account «Investments in non-current assets». 

The builder is a legal entity possessing a land plot on property or tenant rights and adopted resolutions to implement a program on construction of a complex of projects on this land plot, determining the methods of financial support of construction and performing work coordination for the program implementation. 

Construction in progress is the expenses of a builder for construction of projects from the beginning of construction up to putting into operation, accounted as capital investments on the account «Investments in non-current assets».  
Accounting of construction in progress is kept: 
· on construction as a whole;

· on individual turns;
· on individual construction projects;

· on technological structure of expenses for construction project. 

Expenses for individual construction project are grouped according to technological structure of expenses determined by estimate documentation for the corresponding object.

Technological structure of expenses provides for, in particular, expenses:

· for construction works;

· equipment installation works;

· acquisition of equipment surrendered for assembly;

· acquisition of equipment not requiring assembly, tools and inventory, equipment requiring assembly but meant for constant reserve;

· other capital expenses.

Capital investments in the form of construction (reconstruction, upgrading) of projects independenly are reflected in the accounting statements monthly, as far as they form on the account «Investments in non-current assets» monthly.

Capital investments effected in the course of capital nature works performed for the Company by an outside contracting organizations are are reflected in the accounting statements as far as they are effected on the grounds of completion certificates and settlement documents.

2.4.2.
Accounting of transactions relating to share construction of projects
There are two variants of conclusion of contracts of share construction of project:

· The Company enters joint activity, which subject is project construction. A distinguishing feature of such contract is that under this contract all parties either invest monetary funds, so actually participate in the construction to one extend or another;

· The Company invests funds or accumulates funds of other persons for the project construction. In this case only one of the parties actially deals with construction (builder-customer), another party (parties) invests monetary funds to gain required results, it is the investor.

In the first case parties’ relationship is reflected in accordance with the procedure established for joint activity. 

The Company’s investment in joint activity is reflected on the account «Financial investments. Investments under simple partnership agreement». Receipt of investment and expenses for construction are booked on a separate balance of joint activity of a party liable under the contract. 
Upon completion of construction the Company forms accounts payable relating to complete capital investments due to it, which are reflected on the account «Investments in non-current assets». Thus, putting into operation of a project comleted by construction (in the part belonging to the Company under the contract conditions) is reflected in the Company’s accounting statements. This item of fixed assets being the property of two or more organisations is reflected in fixed assets of the Company in proportion to its share in the total value of the project.

In the second case the Company’s actual investments (transfer of monetary funds or other property) are reflected in long-term accounts receivable on individual account «Settlements with different debitors and creditors » (including payment for services of a customer-builder).

If the Company fulfills obligations of a customer-builder, so other investors’ money received by it is reflected as long-term accounts payable. In this case extra payment for the Company’s services (over expenses amount for construction) relating to supervision of construction and other works is reflected by the Company on sales record accounts (the account «Sales»).

Upon completion of construction these expenses are transferred to investors (according to their share) for reflection of these expenses in the capital investments and their further crediting in fixed assets.

2.4.3.
Accounting of interests on loans and credits borrowed for purchase and/or formation of non-current asset
In order to estalish accounting procedure of capitalized expenses in terms of interests on borrowed loans and credits the Company allocates investment assets among objects of investments. Investment assets are understood to be property items, which preparation for intended use requires much time as well as considerable expenses for acquisition and (or) construction (asset complexes and other similar assets).

Expenses on borrowed loans and credits, which are directly intended for acquisition and (or) construction of an investment asset, are to be included into the cost of this asset and redeemed by means of accrual of depreciation, except cases, when accounting rules do not provide accrual of asset depreciation.
Expenses on borrowed loans and credits connected with formation of investment asset, on which depreciation is not accued, are not included in the cost of such asset, but referred to the current expenses of the Company (are recognized as other expenses).

Expenses on borrowed loans and credits incurred prior to start of operations related to assets formation are not included in the cost of investments in the non-current assets, but referred to other expenses of the Company. 
In case of suspension of works connected with investments in the non-current assets, within the term, exceeding three months, inclusion of expenses on borrowed loans and credits in the volume of capitalized expenses is suspended as well. In this case expenses on loans are referred to the current expenses of the Company among miscellaneous expenses. 

The period, within which additional settlement of technical and (or) organizational issues arisen in the process of the asset consruction is performed, is not considered as termination of works related to investment asset formation. 
2.4.4.
Fixed assets
The assets, in relation to which the following conditions are fulfilled simultaneously, are recognized as the fixed assets of the Company:

· it is supposed the use in the production of outputs, during execution of work or services rendering or for management needs for a long period (of useful life exceeding 12 months or normal operating cycle if it exceeds 12 months);

· capability to provide economic benefits (income) in future as well as the following resale of mentioned assets is not assumed by the Company.

The assets regarding which the above mentioned conditions are fulfilled and which cost is up to the amount of 20000 rubles for unit are reflected in accounting and reporting in composition of business inventories except the objects of power supply networks facilities (power transmission lines, transformer substations) and the motor vehicles. In order to provide the safety of these objects in operation and at use the control for their motion is organized in the Company. These objects are accounted in quantitative terms.

The Company does not recognize objects to be the fixed assets relating to which at their inclusion for the accounting (at the moment of qualification) the decision on alienation in favor of other persons (resale, exchange etc. is meant) was taken. In this case the object is qualified by the Company as the goods.

Objects inappropriate for sale with life time more than 12 months for which participation in processes of manufacturing or in management processes as well as gaining of economic benefits from their use cannot be reasonably sufficient are considered to be included in the fixed assets separately as nonproductive fixed assets.

Depreciation regarding the mentioned items of the fixed assets as well as mentioned objects service expenses are recognized to be the current expenses without recognition for the purposes of taxation on income tax.

Inventory item of fixed assets is the item with all devices and facilities or constructively isolated object intended for definite independent functions. 

Should one or several objects of the same or different intentions are  isolated complex of cunstructively joined objects that have general devices and facilities, general control, assembled on the same foundation, resulting that each object can fulfill its function only in structure of a complex, the complex as a whole is reflected in the accounting statements as the inventory object. 

If one inventory object has several parts of different useful life, each such part is accounted as an independent inventory object notwithstanding the fact whether this part can fulfill indendent function or not. 
The following objects are accounted as independent inventory objects: 

· capital investments in rented items of fixed assets;

· capital investments for radical land improvement (drainage, irrigation and other melioration works);

· shares of items of fixed assets, being in the share property of the Company and other (others) owner (owners) (organisations).

Computers can be accounted as a separate constructively isolated item with its own number or as the item consisting of separate objects (system unit, monitor etc.), each of them has its own inventory number.

Fixed assets are entered in accounting records at initial cost, determined depending on receipt way – acquisition for payment, formation using own resources (construction), non-payable receipts etc.

Initial cost of fixed assets acquired for payment is the amount of actual expenses of the Company for acqisition, construction and production (excluding value added tax and other indemnifiable taxes).
Actual expenses are:

· amounts payable by suppliers in accordance with delivery contract;

· amounts payable by extrior organisations for services relating to property delivery from warehouses (including rail tariff);

· amounts payable to organisations for information and consulting services connected with acquisition of fixed assets;

· customs duties and customs fees;

· non-recoverable taxes, state duty payable in connection with acquisition of an item of fixed assets;

· remunerations payable to an intermediate organisation through which an item of fixed assets has been acquired;

· expenses for commissioning works, individual testing of separate types of machines and mechanisms, complex testing of all types of equipment and technical installations for the purpose of checking quality of their assembly, conducted «idle»;

· other expenses connected directly with acquisition, construction and production of an item of fixed assets and conditioning of them to the state, in which they are fit to use (e.g. expenses for opening of a letter of credit for acquisition of fixed assets, business trip expenses, including those that are over standards established by the law, if they are connected directly with acquisition of fixed assets). 
Estimation of an item of fixed assets, which value at acquisition is expressed in foreign exchange, is performed in rubles by means of recounting of foreign exchange amount at the rate of the Central Bank of the Russian Fedetation acting for the date of acceptance of an item to accounting as investments in the non-current assets.

· Handling of items of fixed assets between the branches of the Company is reflected on the account 79 «Intra-organizational settlements». In this case value of fixed assets and sum of accumulated depreciation are reflected. 

· Expenses for internal handling of items of fixed assets are not included in initial cost by the branches, but referred to current expenses. 
· Notification (avizo), consignment note for internal handling of items of fixed assets (form OC-2) and plan-recodrd card (form OC-6) are the grounds for acceptance  of fixed assets to accounting.  
· Items of fixed assets accepted or transferred for custody are reflected on the off-balance account 002 «Commodity and material valuables for custody» at prices provided in acceptance delivery statements.

· If the Company takes decision of complete termination of its own use of individual items of fixed assets, so the following items are reflected in the accounting depending on the situation: 
· temporary shutdown of items – in this case these items are isolated in analitical records;

· transfer of these items to other users on the basis of paid services contracts (rent contracts, hire contracts) – in this case these items are transferred to the account of accounting of interest-bearing investments in matertial valuables;

· write-off from the accounting of not used permanently items (obsolescence and/or physical depreciation) – in this case the Company recognizes other expenses. 

Expenses for all types of repair of fixed assets (current and capital) are included in the expenses for ordinary types of activity within the period, in which repair works are completed and accepted. Reserves for repair of fixed assets or repair fund are not formed. 
2.4.5.
Change in cost of fixed assets 
Change of initial cost of fixed assets, at which they are accepted to to accounting, is admitted in cases of further construction, further equipping, reconstruction, upgrading, partial liquidation and reestimate of items of fixed assets. 

Works on further construction, reconstruction and upgrading (including  partial liquidation) of fixed assets are performed by the Company on the grounds of the annual plan of reconstruction and upgrading of fixed assets, approved by the Director of the Company. 
Rearrangement of the existing items of fixed assets resulting in improvement (increase) of previously accepted qualitative indicators of fixed assets operation relates to upgrading or reconstruction:
· power;

· productive capacity;

· transmission capacity;

· other qualitative features.

Full or partial rearrangement or further equipping of the existing items without extension of available contructions, buildings and installations connected with updating of production and increase of its technical and economic level relates to reconstruction. Reconstruction is carried out for the purposes of increase of production powers, improvement of their qualitative characteristics. 
Complex of measures on increase of technical and economic level of individual items on the grounds of implementation of advanced technologies, mechanization and automation of production, replacement of depreciated and worn out equipment by a new, more productive one  relates to upgrading.
Building of new parts of constructions, installations, further equipping of the existing items constituting a whole with the item of fixed assets resulting in change of quantitative characteristics of fixed assets relates to further construction:

· construction of supplementary premises on the existing item (buildup of floors, additional building of premises);

· construction of supplementary items and inclusion of fixed assets in the existing complex.

Qualitative change (reduction) of physical and technical properties of items resulting in reduction of economic benefits from their use (liquidation of individual constructive elements of an item existing in fixed assets complex; replacement of separate parts at upgrading or reconstruction etc.) relates to partial liquidation. 
In case of partial liquidation of items of fixed assets depreciation accumuted on them is written-off in the same proportion. 

Upgrading of items of fixed assets is possible at capital repairs of items of fixed assets as well. Capital repairs of equipment is carried out in accordance with technical documentation: manual of operatons and capital repairs, equipment certificate, material and spare parts consumption rates. If works regulated within the frameworks of overhaul reconditioning result in improvement (increase) of previously accepted qualitative indicators of operation of an item of fixed assets with lifeterm extension, such works are equated to upgrading and accounted in procedure of capital investments with increase of value of items of fixed assets. Separation of works resulting in upgrading of an item of fixed assets is performed on the grounds of opinion of an officer of repair management service authorized by a chief engineer. 
Acceptance and delivery of fixed assets from reconstruction and upgrading is executed by means of acceptance and delivery certificate of reconstructed and upgraded items (form ОС-3) on the basis of repair completion certificate (form КС-2), on the grounds of which a note of cost of performed works is filled in (form КС-3).

2.4.6.
Useful life of items of fixed assets
Determination useful life of items of fixed assets is perfromed basing on expected physical depreciation depending on operation conditions, natural conditions and aggressive environment impact, system of repairs conducting. Useful life of items of fixed assets is determined within the frameworks approved by the Resolution of the Government of the Russian Federation No. 1 dated 01.01.2002 relating to the list approved by the Director of the Company or authorized person. 
Useful life of the fixed assets received in the result of reorganization of the Company in a form of affiliation and put into operation by reorganized companies till 01.01.2002 is determined in accordance with standards approved by the Resolution of the Counsel of Ministers of the USSR No. 1072 dated October 22, 1990. 
Useful life of items of fixed assets is determined at their acceptance to accounting on the grounds of the certificate of an item, other technical documents or on the grounds of estimate of technical services of the Company and its subdivisions in compliance with the internal documents, on the grounds of the resolution of the permanently acting committee. Useful life is fixed in the inventory card (ОС-6).

Useful life of items of fixed assets is reconsidered in case of improvement (increase) of initially accepted standard indicators of the item operation after performed further construction, further equipping, reconstruction or upgrading. In this case useful life of fixed assets срока can be extended within the terms determined for amortization group, in which this fixed asset is included. 

Useful life of upgraded part of an item is calculated as the difference between the re-determined  useful life of an item after its reconstruction and its operation term for the moment of upgrading completion. 

Determination of useful life of items of fixed assets previously used by another organisation is performed basing on the remained useful life of fixed assets or another expected useful life determined taking into account:

· expected useful life in the organisation of this item in compliance with expected productive capacity or power;

· expected physical depreciation depending on operation conditions; natural conditions and aggressive environment impact, system of repairs conducting;

· regulatory and legal and other restrictions of use of this item. 

On the grounds of documentary confirmation expected useful life of fixed assets is determined by the committee and approved by the Head of the corresponding structural subdivision (branch), in which this item will be operated at acceptance of an item to accounting as the fixed assets.
2.4.7.
Depreciation of fixed assets
Cost of fixed assets is repaid by accrual of depreciation charges within the term of their useful life.

The Company applies a linear method of depreciation of fixed assets. Depreciation on each inventory item is accrued monthly by application of the established norms estimated depending on term of useful life of an item.

Accrual of depreciation of the property received by the Company under the lease contract and booked on its balance, can be performed using the diminishing balance method, if it is provided by the contract.

The Company can apply decreasing (increasing) coefficient to the acting standards of depreciation charges on fixed assets purchased under the lease contract, if coefficients are stipulated by conditions of the lease contract. 

Real estate items, on which capital investments are completed, the corresponding source accounting documents of acceptance-transfer are drawn up, documents are passed to the state registration and actually maintained, are accepted to accounting as the fixed assets and stand apart in the analytical account.

 At accrual of depreciation on donated fixed assets as well as on fixed assets purchased with attraction of means of target financing, simultaneously with write-off of depreciation amount in the same proportion, the part of income of the future periods is recognized as other income of the Company.

Depreciation is not accrued:
* on item of fixed assets used for exercise of the law of the Russian Federation relating to mobilization preparation and mobilization, which are put in dead storage and not used in production, at performance of works or rendering services, for management needs of the organization or for granting by the organization for payment in temporary possession and use or in temporary use.
*  on items of fixed assets, which consumer properties do not change in the course of time (land plots; natural resources sites; objects referred to museum items and museum collections etc.).

* on housing facilities, which do not bring profit.
            Whereas :

             Depreciation is accrued in accordance with the generally established procedure on housing facilities, which are accounted as interest-bearing investments in material valuables.
             If housing facilities are used for deriving income other than by transfer to rent and satisfy the requirements of  recognition as fixed assets, they are included in fixed assets and depreciation is accrued on them in accordance with the established procedure. 

Accrual of depreciation is suspended: 

* on fixed assets transferred to dead storage. As dead storage the Company recognizes the temporary termination of an item operation for the term of more than three months. Expenses for dead storage (checkup, greasing, enclosing etc.), as well as on temporary termination of operation of items up to three months are recognized by the Company as miscellaneous costs;

* for the period of reconstruction and upgrading, capital repairs of items of fixed assets, if duration of works exceeds 12 months.

On the specified objects the depreciation is terminated in the month following the month of transfer, and starts in the month following the month of putting these items into operation.

On property in stock (reserve), which is not transferred to dead storage, accrual of depreciation is performed according to the normal procedure.

2.4.8.
Lease accounting of fixed assets
The Company (Lessor) can lease out the fixed assets purchased for its own operating activity or for management needs. These fixed assets are booked on the account "Fixed assets" but stand apart in the analytical accounting.

Expenses for routine repairs are recognized as the Company’s expenses, if the lease contract provides routine repairs for the Lessor’s account, otherwise the Lessor is obliged liable to support property in the serviceable condition and effect routine repairs for own account.

The Lessor is liable to effect at own expense capital repairs of the leased out property, if otherwise is provided by the law, other legal acts or the lease contract. In this case Lessor's expenses for capital repairs of leased out property are related to the expenses connected with receiving income on lease.

The Company (Lessor) can take on lease the fixed assets belonging to other owners according to the signed contracts. 

The Lessor is liable to support property in the operating condition, to make routine repairs at own expense and to bear expenses on the maintenance of property, otherwise is provided by the law and the lease contract. The specified expenses are reflected on the same accounts of expenses as expenses for lease of fixed assets.

The separable improvements of the leased out property performed by the Company (Lessor) for its own account and without the Lessor’s consent for compensation of the effected expenses, are the Lessor’s property. Useful life on such property is determined in accordance with the generally established procedure (in compliance with the internal documents of the Company on the grounds of the resolution of the permanently operating committee).

Cost of the improvements performed by the Company (Lessor), inseparable without damage to the leased out property and carried out at its own account and with the Lessor’s consent can be accounted at calculations relating to lease payment, or the Lessor has the right after the termination of the contract for compensation of cost of these improvements, if otherwise is provided by the lease contract.

The fixed assets intended only for granting by the organization for a payment in temporary possession and use or in temporary use for the purpose of receiving income, are reflected in accounting and accounting statements as profitable investments in material valuables.

2.4.9.
Accounting of equipment requiring assembly
The equipment for installation is the equipment put into operation only after assembly of its parts and attachment to the foundation or support, to a floor, intermediate floors and other supporting structures of buildings and constructions as well as sets of spare parts of such equipment. This equipment includes control and measuring instruments or other devices intended for assembly in the structure of the assembled equipment.

The equipment for installation is accepted to accounting on account 07 under the actual prime cost of purchase, which is formed from the cost under the prices of purchase and expenses on purchase and delivery of this equipment to the warehouse of the Company.

2.4.10.
Intangible assets and their depreciation
Intangible assets are non-monetary items belonging to the Company, which do not have physical structure, irrespective of their cost, intended for effective use in production, rendering services or for management needs within the term at least 12 months and capable to bring economic gains in the future. 

The Company does not recognize the items, concerning which at their acceptance to the accounting (during certification) the decision on alienation in favor of other persons is taken (resale, exchange etc.) as intangible assets. In this case, the item is qualified by the Company as the goods.

Items of intangible assets includes those created or purchased on the basis of corresponding contracts:

· exclusive rights of the patentee on inventions, industrial patterns, useful models;

· exclusive rights of an owner to the Certificate trademark, service marks, location of origin of the goods;

· exclusive copyrights to the computer programs, databases;

· goodwill.

Item of the accounting of intangible assets is recognized to be a collection of rights arising from one patent, certificate, agreement on cession of rights. The main feature, basing on which the item is identified from another, is its performing of independent function in production, performance of works or rendering services or use for management needs of the Company.

Intangible assets are accepted to accounting at the initial cost determined depending on the reason of their receipt (acquisition, formation independently, receipt as the contribution in the authorized capital etc.).

Cost of intangible assets, basing on which they are accepted to accounting, is not subject to change.

Goodwill is accepted to accounting in the amount of the difference between actual purchase price of the acquired company (or its part) as property complex as a whole and cost of all (or corresponding part) of its assets and liabilities on the balance sheet.

The negative goodwill is qualified as income of future periods and in regular intervals is related to financial results of the Company in the structure of the operational income.

The positive goodwill is considered as the extra charge to the price paid by the buyer pending of the future economic gains. It is considered as a separate inventory item.

The amount of depreciation charges on intangible assets is determined under the standards  calculated basing on their initial cost and useful life (linear method).

Useful life of intangible assets is determined by a commission of experts and approved by the Director of the Company (or the authorized person) at acceptance of the item to accounting basing on the following provisions:

· on the rights acquired on the basis of patents, certificates and other similar security documents containing validity, or validity fixed legislatively – basing on the term fixed in such document;
· on the rights acquired on the basis of author's contracts, contracts on cession and other similar contracts containing definite terms, for which intangible assets are acquired – basing on the terms specified in such contracts; 
· on other items of intangible assets – basing on an expected term of use of an item, within which the Company can obtain economic gains from the use of the given assets;

· on items of intangible assets, the useful life of which cannot be determined, depreciation charges are established with regard to 20 years (but no more than the term of property complex activity, to which the given asset is related);

· useful life of goodwill and organisational expenses is determined with regard to 20 years (but no more than the term of property complex activity, to which the given asset is related).

Accrual of depreciation is effected monthly on the special account "Depreciation of intangible assets" (except goodwill, which cost is repaid by reduction of the residual under the account of accounting of intangible assets).

Accrual of depreciation charges is not suspended, except cases of dead storage of the property complex, to which the given asset relates, as a whole.

Use of items of intangible assets for the purposes of production, rendering services or for management needs of the Company ceases in connection with:
- impossibility of useful life of the item prior to the expiration of the foregoing terms, if there is assurance that in the future this item will not be used in production, at rendering services or for management needs of the Company;

- cession of the exclusive right and its transfer in accordance with the procedure established by regulatory acts. 
· expiry of the validity fixed in patents, certificates or other similar security documents;

· expiry of the validity fixed in the corresponding contracts;

· impossibility of useful life of the item prior to the expiration of the foregoing terms, if there is assurance that in the future this item will not be used in production, at rendering services or for management needs of the Company;

· cession of the exclusive right and its transfer in accordance with the procedure established by regulatory acts.

In case of retirement of item of intangible assets, its cost is subject to write-off within the corresponding accounting period. In this case retirement of intangible assets is reflected at the residual cost according to a similar procedure established for the fixed assets. 

2.5.
Chosen methods of inventories accounting
2.5.1.
Acknowledgement of assets as inventories and their valuation
The following assets are recognized as inventories (hereinafter referred to as the Inventories):
· used as materials etc. at rendering services on transmission and transit of electric power, performance of works (production intended for sale), including the special tool, special devices, special equipment, electric counters, overalls; 

· intended for sale -  the goods;

· used for management needs of the Company.

Unit of the Inventories accounting is the nomenclature number or uniform group (depending on a  kind of inventories).

The Inventories for the purposes of accounting are estimated depending on the reason of receipt: acquisition for payment, production independently, non-payable receipt etc. 
The actual prime cost of the materials acquired for payment is the amount of actual expenses of the Company for acquisition, except for value added tax and other indemnifiable taxes.

The actual prime cost of the materials acquired for payment, includes

- cost of materials at contractual prices;

- transportation and procurement costs;

- expenses for bringing the materials up to the condition, in which they are fit for use for the purposes provided by the Company;

Фактическая себестоимость материалов, приобретенных за плату, включает

· cost of materials at contractual prices;

· transportation and procurement costs;

· expenses for bringing the materials up to the condition, in which they are fit for use for the purposes provided by the Company;

· other expenses connected directly with purchase of materials.

The Inventories, which do not belong to the Company on the property right, transferred to it under contracts of commission, storage etc. are accounted off the balance in the estimate provided in the corresponding contracts and acceptance-transfer documents (acts, bills etc.).
Governed by the requirement of rationality, the Company recognizes interests on loans and credits attracted for purchase of the Inventories as miscellaneous costs.

The purchased overalls and special footwear, irrespective of cost and useful life, are accounted in the Company in the structure of circulating assets. 

Cost of overalls with useful life of more than 12 months is repaid by linear method basing on the useful life determined according to the foregoing standards.

Cost of overalls, which useful life does not exceed 12 months under the norms of delivery is subject to lumpsum write-off during transfer (supply) to operation. 

The overalls, which useful life exceeds 12 months, are subject to write-off within the useful life starting with the month of its transfer to use.

2.5.2.
Accounting of inventories acquisition
Materials are a kind of inventories. The materials include raw material, the basic and auxiliary materials, purchased semi-finished items and completing products, fuel, container, spare parts, building and other materials as well as the special tool, special equipment, overalls. 

The expenses connected directly with process of procurement and delivery of materials are recognized as transportation and procurement costs. Transportation and procurement costs include:

· charges on loading of materials to vehicles and their transportation, subject to payment by the buyer over the price of these materials under the contract;

· payment for storage of materials in places of purchase, at railway stations, ports, quays;

· expenses for business trips on direct procurement of materials;

· other expenses.

Materials are accepted to the accounting (are accounted) on the account 10 "Materials" at the actual prime cost of their acquisition (procurement) or the accounting prices. Accounting price is the price specified in the contract of a supplier (contractual).

When it is impossible to include directly transportation and procurement costs in the actual cost of materials (connection to the contractual price of material), transportation and procurement costs are accepted to accounting on the account 15 "Procurement and acquisition of tangible assets". 

Unbilled deliveries are inventories supplied to the Company, which do not have settlement documents. Unbilled deliveries are entered in records and accounted in analytical and synthetic accounting at the accounting prices accepted in the Company - the price specified in the contract of the supplier (contractual). 

Expenses for the internal transfer of the Inventories (between subdivisions of the Company or its warehouses) are not included in cost of the acquired tangible assets, but related to the prime cost of services, works or products.

2.5.3.
Accounting of inventories disposal
The Inventories written-off to production производство, sold to the outside, retired on the other bases are estimated under an average prime cost. 
Issue of materials to manufacture is understood as their delivery from warehouse directly for rendering services (performance of works, manufacturing of products) as well issue of materials for management needs of the Company.

materials, or number (code) and (or) name of expenses. 
- name of the material;

- quantity;

- price (accounting price);

- amount as well as purpose of realization - number (code) and (or) name of the type of service (maintenance, repair, starting-up and adjustment works etc.)

are specified in source accounting documents, documents for materials issue from warehouses 
On actually spent materials, the subdivision – recipient of materials – draws up the Report on the spent materials specifying name, quantity, accounting price and amount of each item, number (code) and (or) type of service (maintenance, repairs, starting-up and adjustment works etc.) for realization of which the materials are issued, and (or) number (code) and (or) description of expenses, quantity and amount of excessive expenses and their reasons; volumes of performed works are specified in cases of necessary.

Write-off of materials from the sub-account of the corresponding subdivision of the organization and accounting of their cost to expenses of manufacture (depending on purposes of use of the materials) is performed on the basis of the Report specified above.

2.5.4.
Accounting of inventories (including spare parts) entered in consequence of withdrawal from fixed assets in renewal (reconstruction, upgrading, repair) stage
The spare parts credited as a result of withdrawal from fixed assets in the stage of renewal are estimated at the accounting value of the latter according to the time of acquisition of similar spare parts in view of percent of actual depreciation of credited items (not lower the cost of scrap metal), in case of absence of the similar information at the current market cost.

The spare parts credited as a result of withdrawal from fixed assets at the stage of renewal are accounted apart from new spare parts as independent nomenclature numbers. 

Inventories (including spare parts) remaining after retirement of fixed assets and other retirement are estimated basing on the current market cost for the date of acceptance to accounting. Current market cost means the amount of monetary funds, which can be received as a result of sale of the specified assets.

2.5.5.
Accounting of auto-tires
Auto-tires (tire cover, chamber and flap) being at a vehicle and included in the initial cost are accounted in the structure of fixed assets. 

Service regulations of auto-tires approved by the Order of the Ministry of Transport of the Russian Federation No. АК-9-p dated January 21, 2004 (hereinafter referred to as Service regulations of auto-tires) is the basic document regulating maintenance and operation of tires.

Primary documents necessary for registration in the accounting of business transactions on movement of auto-tires are:

- consignment notes and other accompanying documents (at acceptance and entering of auto-tires in accounting records);

- account card of auto-tire (during operation process);

- register (certificate) on write-off of auto-tires.

Moving, the received defects, repairs, quantity of the passed kilometers are reflected in the account card. Data about actual run of the tire basing on a speedometer readings are entered in the account card monthly. 

To determine grounds of transfer of auto-tires to operation, the purpose of their use is established. The tires can be transferred for:

· replacement of worn out or unfit for use by other reasons; 

· season change ("winter", "summer");

· replacement of worn out seasonal.

Replacement of the tires worn out or unfit for use by other reasons is considered as routine repairs (replacement of the worn out parts) of the car, which is related to the fixed assets. In this case the Company is governed by the general rules regulating the procedure of write-off to production costs of expenses for repairs of an item of fixed assets (purchase of new ones and their installation on the vehicle). Expenses for repairs of auto-tires subject to reconditioning are included in material expenses in the charges for usual types of activity. 

Cost of the tires purchased apart from a vehicle is booked on the account 10, the subaccount "Automobile tires in stock". Replacement of tires at a vehicle is made in the following cases: 
· full depreciation of tires and unfitness for operation according to the Service regulation of auto-tires;
· damages during operation process;

In case of damage of tires during operation process, the driver is liable to inform the authorized person about the date of replacement, factory number of the replaced tire, speedometer readings for the date of installation. Data about installation on a vehicle are entered in an account card of auto-tires.

At the moment of installation on a vehicle of tires, their cost is written off to production costs, and remain to be registered in the quantitative account.

Cost of the purchased season tires is registered on the account 10, the sub account "Auto-tires in stock". At the moment of installation of season tires on a vehicle their account is reflected in the account "Auto-tires in operation". Data about installation and removal of season tires from a vehicle, run for a season, are reflected in the account card of auto-tires. Cost of the season tires, which worn out or have become unfit for use for other reasons, is related to the accounts of the accounting of production costs at the moment of write-off, within the norms approved by the Ministry of Transport of Russia. Write-off of the season tires worn out or become unfit for use by another reasons is performed by means of the certificate on write-off of auto-tires.

The worn out tires, which are not subject to reconditioning, are registered on the account 10, the subaccount "Other materials" as utility waste. Cost of utility waste is subject to inclusion in structure of other incomes.

2.6.
Chosen methods of accounting for incomes, current expenses and costs
2.6.1.
General approaches to income and expenses accounting
The Company divides income into income of ordinary activities and other income.

          Receipts connected with rendering services, performance of works, sale of products and goods to the outside organizations are income from ordinary activities.

The Company recognizes the following as income from ordinary activities:                     
· income from transmission and transit of electric power;

· income from services on technological connection to the grid, 

· income from performance of civil and erection works;

· income from realization of other works and services of industrial character;

· income from realization of other works and services of non-industrial character 
              Income from services on transmission and transit of the electric power includes all incomes of transmission of power consumed by the market entities in the region of service of the Company. Transmission of electric power is a regulated type of activity.
The income from services on technological connection to the grid includes the Company’s income received as a result of performance of a complex of works (actions) of organizational and technical character aimed at possibility of transmission of electric power to power receivers of legal entities and individuals according to the parameters declared by them as well as on maintenance of power delivery to power stations. Services on technological connection are a regulated type of activity.

              The incomes received by the Company as a result of performance of works and services within the frameworks of construction contracts for the outside organizations are related to income from performance of civil and erection works.

All incomes connected with performance of other works and services for the Company (except services on transmission and transit of electric power, services on technological connection, performance of civil and erection works) are related to income of performance of other works and services. 

 All other incomes, which are not connected with performance of works and services on ordinary activities, are related to other incomes. The sale proceeds are accepted to accounting in the sum estimated in money terms, equal to the amount of receipt of monetary funds and other property and (or) the amount accounts receivable. 

Incomes of the Company according to the accrual concept are recognized in the accounting period, in which they took place, irrespective of actual time of receipt of the monetary funds connected with these facts.

The incomes received (accrued) within the accounting period but related to the future accounting periods as well as the forthcoming receipts of debts on the shortage revealed in the accounting period for the last years, and difference between the amount subject to collecting from guilty persons and the cost of values accepted to accounting at revealing of shortage and damage are recognized to be income of the future periods.

The Company divides expenses into expenses for ordinary activities and miscellaneous costs.

Expenses for ordinary activities are expenses connected with rendering of services, performance of works.

Expenses for ordinary activities are formed of the expenses connected with production (prime cost of services, works, products), management costs.

First of all, the following expenses are related to expenses for ordinary activities:

· income from transmission and transit of electric power;

· income from services on technological connection to the grid, 

· income from performance of civil and erection works;

· income from realization of other works and services of industrial character;

· income from realization of other works and services of non-industrial character 

The prime cost of services on transmission and transit of electric power represents the expenses connected with the maintenance and operation of:
· power transmission lines, distribution devices, substations and other constructions and the equipment intended for transmission and distribution of electric power;

· means of the account and control over electric power.

The prime cost of services on technological connection to the grid represents the expenses connected with performance of a complex of works (actions) of organizational and technical character aimed at a possibility of transmission of electric power to the power receivers of legal entities and individuals according to the parameters declared by them as well as ensuring of power supply by power stations.

The prime cost of civil and erection works represents the total expenses connected with performance of works and services within the frameworks of construction contracts for the outside organizations.          

· The prime cost of other works and services represents the total expenses connected with performance of other works and services for the Company.
            Expenses are recognized by the Company in two cases:
· when there is a confidence that expenses are the reason for deriving corresponding income. Expenses can be recognized to be the charge directly (in case of performance of services, works, recognition of management or commercial charges) or through retirement of assets, for formation of which the Company has earlier born these expenses (fixed assets, Inventories, own products etc.). In this case expenses for ordinary activities or miscellaneous costs (retirement of other assets, which are distinct from products) are recognized in the accounting;

· when expenses cannot be directly correlated with any income or it becomes obvious that expected income on corresponding expenses will not be received. In this case miscellaneous costs are recognized in the accounting (e.g. payment of interest under credits, expenses for dead storage of the fixed assets etc.) or losses. Expenses are recognized as well in case of occurrence of the obligation without the fact of receipt of property.

Expenses for ordinary activities are accepted to accounting in the sum estimated in money terms, equal to the amount of payment in money or another form or the amount of accounts payable.

All expenses, which are not connected with performance of works and services on ordinary activities of activity are related to miscellaneous costs. 

Charges are recognized by the Company in two cases:

These costs are recognized by the Company in two cases:

· when there is a confidence that expenses are the reason for deriving corresponding income. Expenses can be recognized to be the charge directly (in case of performance of services, works, recognition of management or commercial charges) or through retirement of assets, for formation of which the Company has earlier born these expenses (fixed assets, Inventories, own products etc.). In this case expenses for ordinary activities or miscellaneous costs (retirement of other assets, which are distinct from products) are recognized in the accounting;

· when expenses cannot be directly correlated with any income or it becomes obvious that expected income on corresponding expenses will not be received. In this case miscellaneous costs are recognized in the accounting (e.g. payment of interest under credits, expenses for dead storage of the fixed assets etc.) as losses. Expenses are recognized as well in case of occurrence of the obligation without the fact of receipt of property. 
Expenses for ordinary activities are accepted to accounting in the sum estimated in money terms, equal to the amount of payment in money or another form or the amount of accounts payable.

General business expenses are recognized in full as management expenses and are recognized at the prime cost of rendered services, performed works completely in the accounting year of their recognition as expenses for ordinary activities.

2.6.2.
Income and expenses on ordinary activities
Income from services on transmission of electric power is recognized on the basis of Completion certificates relating to the volume of the rendered services on transmission of electric power under the contracts concluded with Sales company (companies). The certificate is drawn up on the basis of the monthly Summary spreadsheet of power consumption (in natural measuring instruments) with regard to consumers.

Income on transmission of electric power is recognized in the accounting for the date of the approval by the parties of calculations of the Certificate of the volume of rendered services on transmission of electric power.

The ground for formation of sale proceeds and settlement with customers is the certificate of the rendered services on technological connection to the grid. Incomes of services on technological connection to the grid are recognized in the accounting for the date of the approval by the parties of the Certificate of rendered services.
Articles of expenses on transmission and transit of electric power have the following structure:   
· expenses for maintenance of electrical grid equipment and means of account and control over the electric power: 
· direct expenses for repair and operating and technical service of electrical grid equipment:

· operating and technical service of electrical grid equipment;

· current repairs of electrical grid equipment;

· capital repairs of electrical grid equipment;

· direct expenses for repair and operating and technical service of means of account and control over the electric power:

· operating and technical service of means of account and control over the electric power;

· current repairs of means of account and control over the electric power;

· capital repairs of means of account and control over the electric power;

· depreciation of electrical grid equipment and means of account and control over the electric power; 
· technological consumption of energy resources for transmission of electric power;

· expenses for services  on transit of incoming electric power;

· expenses for measures on reduction of electric power losses;

· startup expenses;

· general production expenses.

Process of transmission of electric power is characterized by absence of work in progress. Expenses incurred at performance of the given type of activity are recognized as charges in the full amount.

Expenses on ordinary activities are formed on the accounts "Main production unit", "Auxiliary production units", “General production expenses".

The account "Main production unit" includes the direct expenses connected directly with rendering of services on transmission and transit of electric power, the indirect expenses connected with servicing of the main production as well as expenses of auxiliary production units. Expenses of auxiliary production units are written off from the account "Auxiliary production units" to the account "Main production unit". The indirect expenses connected with servicing of production are written off from the account "General production expenses" to the account "Main production unit". 

The account "Auxiliary production units" includes expenses connected with processes being auxiliary in relation to the main technological processes on transmission and transit of electric power. 

Services of mechanization and transport are related to auxiliary production units. Direct expenses and (materials and spare parts, wages of production workers, services of the outside organizations etc.) directly connected with production of necessary products, works, services are reflected on the account "Auxiliary production units".
The overhead expenses connected with management and servicing of auxiliary production units: expenses for upkeep of personnel which are not related to production personnel, the maintenance of buildings, constructions of the equipment, inventory, depreciation of fixed assets, expenses for labor protection etc. are included directly on the account "Auxiliary production units" without preliminary accumulation on the account  "General production expenses".

Expenses of auxiliary production units are included in the prime cost of the products (works, services), during which production the products (works, services) of the considered structural divisions were used.
The distributed cost of products, works, services of auxiliary production units is included in expenses of the main production unit, general production, general business expenses with regard to elements of expenses. 

The account "General production expenses" is used for the accounting of  information on expenses for management of branches of the Company and servicing of divisions of the main production unit.

The information on general production expenses is formed in with regard to articles and elements of expenses.

The expenses booked on the account "General production expenses" are subject to distribution proportionally to the amounts of actually accrued wages of the main production workers with regard to the performed types of activity. 

The account "General business expenses" is used for the accounting of management expenses providing operation of the Company as the integral business entity, which are not connected directly with operation of main production unit and auxiliary production units of the Company in branches and structural divisions.

The information on general business expenses is formed with regard to the articles and elements of expenses. 

Income and expenses of ordinary activities formed in branches of the Company (places of their occurrence) monthly, the turnovers formed on accounts of sale proceeds accounting are transferred to the Management of the Company from the account 79 "Intra-organizational settlements" for formation of summary sale proceeds.

Similarly with income, expenses of ordinary activities generated on accounts of the accounting of expenses in branches of the Company (places of their occurrence) with regard to articles of expenses and elements of expenses, monthly are transferred to the Management of the Company from the account 79 "Intra-organizational settlements" for formation of the summary amount of expenses of the Company.

2.6.3.
Other income and expenses
The Company recognizes income on independent business transaction not being the subject of its activity but performed for the purpose of data acquisition of incomes, to be miscellaneous income, namely:
· income connected with sale of assets of the Company, distinct from monetary funds, products, goods:

· income of disposal of fixed assets;

· income of disposal of intangible assets;

· income of disposal of materials and stocks;

· income of disposal of other assets;

· income received under separate independent contracts:

· income of lease of property; 

· income of securities holding;

· incomes of participation in authorized capitals of other organizations;

· profit received as a result of joint activity;

· interests for using monetary funds of the Company;

· miscellaneous income.

The Company recognizes income, which are not connected with production processes and circulation, to be miscellaneous income. As a rule, they are not made out by separate independent contracts and thus it is impossible to reveal the actions specially directed to their deriving. Income of receipt of fines and penalties, indemnity for losses suffered by the Company, gratuitous reception of property, write-off of uncalled accounts payable, formation of course differences etc. are related to such income. This income is one-off gain, rather than periodic.

The recognition of the income of sale of products and other property is carried out by the Company at the moment of transition of the property right to the given property to the buyer. The moment of transition of the property right is determined according to conditions of the concluded contracts. As a rule, transition of the property right from the seller to the buyer is carried out at the moment of shipment of products, if otherwise is provided by the contract.

The Company recognizes miscellaneous expenses as follows:

· expenses connected with deriving of other incomes:

· expenses on profitable retirement of property (exchange, sale, transfer as the contribution to the authorized capital);

· expenses on fulfillment of fee-based contracts, which are not related to the category of transactions of ordinary activities;

· expenses, which are the result of the target actions (transactions), grounded by production or business necessity, but not accompanied by the corresponding incomes as periodic (expenses for dead storage of fixed assets, payment of interest under credits and loans), and one-off gain (connected with participation in authorized capitals of other organizations, on cancellation of production orders, on formation of estimated reserves etc.).

· expenses being by-product of business transactions, on which there were no any actions undertaken specially for their implementation (rate differences);

· expenses revealed in case, when the undertaken actions led to unexpected or even opposite expected result - to the loss (the paid penalties, fines, forfeits, written off uncollectable accounts receivable); 
· charitable and social expenses.

Besides, miscellaneous income and expenses are recognized by the Company following the results of the inventories:
- during write-off of shortage of property over norms of the natural loss provided that guilty persons are not found out or the court refused collecting the loss from them, the corresponding amount is booked to the account of expenses in estimation at actual cost of the missing property.

· during acceptance to the accounting of surpluses of property, the corresponding amount is booked to the account of income in estimation at the market cost of excessive property;

· during write-off of shortage of property over rates of natural loss provided that guilty persons are not found out or the court refused collecting the loss from them, the corresponding amount is booked to the account of expenses in estimation at actual cost of the missing property.

Cost of excessive property is determined as cost of the last on time of purchase of similar property in view of actual deterioration of the items revealed as surpluses. In case of absence of the facts of purchase of similar property and impossibility of the proved determination of their cost, the current cost of excessive property is determined on the basis of the report of an independent expert (appraiser).

Rates of natural loss for the purposes of accounting are approved by the order of the Director of the Company or the persons authorized by him/her within the limits of the parameters established by regulatory acts of the Federal executive bodies.

Extreme income of receipt occurring as a consequence of force majeure of business activities (natural disaster, fire, accident, nationalization etc.) are related to miscellaneous income:
· insurance compensation; 
· covering of losses from extreme events (fires, accidents etc.);

· liquidating cost of unfit property;

· other extreme incomes.

The Company reflects extreme expenses occurring as a consequence of force majeure of business activities (natural disaster, earthquake, flooding, fire, accident, nationalization of property etc.), e.g. payments for the damage made to environment, write-off of residual cost of items of fixed assets lost or unfit for reconditioning, cost of the lost or spoiled materials and the goods etc. in the structure of extreme expenses.
2.6.4.
Deferred income and expenses
Income of gratuitous receipt of assets, forthcoming receipts of debts on shortages revealed for the last years, differences between the amounts subject to collecting from guilty persons and balance cost on shortage values, the residuals of the means of target financing, which are not used within the accounting period (including from the budget) etc. are related to income of future periods.
Accounting of income of the future periods is performed with regard to the following articles:

· gratuitously received fixed assets;

· other gratuitously received material valuables;

· forthcoming receipts of debts on shortages revealed for the last years;

· difference between the amount subject to collecting from guilty persons and balance cost on shortage of values;

· other incomes of future periods. 

Income of future periods on gratuitously received property are written off on the account of miscellaneous income proportionally to the cost of gratuitously received property recognized as the expense: on fixed assets - proportionally to accrued depreciations, on current assets – lump sum, at the moment of writing-off on expenses of cost of materials or writing-offs on the account of the accounting of sales of goods cost.

In case of write-off of items of fixed assets from balance on any grounds till the term of their complete depreciation, the unwritten-off part of income of future periods is recognized by the Company as miscellaneous costs at the moment of write-off of items of fixed assets.

On gratuitously received items of fixed assets, on which depreciation is not accrued according to the established procedure, their cost is not recognized to be income of future periods. For such items at the moment of their acceptance to accounting, the records under the account of the accounting of investments in non-current assets ("Investments in non-current assets") are reflected, and miscellaneous income is recognized. 

In case of gratuitous receipt of items of incomplete construction, write-off of income of future periods on accounts of miscellaneous income starts only simultaneously with depreciation of the specified items, that is after their construction, putting into operation and acceptance to the accounting as the fixed assets. If these items are not completed, income of future periods will be recognized as miscellaneous income at the moment of write-off of items of incomplete construction from balance on any grounds.

The Company recognizes expenses relating to future periods and distributes these expenses between the subsequent periods in case, when the amount of expenses is essential and expenses cause reception of income within several accounting periods or when relation between income and expenses cannot be determined precisely or defined indirectly.

The Company recognizes the effected payments and (or) transfer of other property as expenses of future periods, if these payments and (or) transfer of property are effected in accordance with the unconditional procedure.

If transferred monetary funds and (or) other property can be returned to the Company under condition of refusal of use of works, services paid by specified monetary and non-monetary means, so accounts receivable is recognized in the accounting instead of expenses of future periods. If in this case it is supposed, that the amount of returned monetary and non-monetary funds can be reduced according to conditions of the contract, the amount of the difference between the paid (transferred) and returned funds is considered by the Company as sanctions for refusal of execution of the contract - the account "Miscellaneous income and expenses".

If transfer of monetary funds and (or) other property is carried out in accordance with the unconditional procedure, but the Company refused from use of works, services paid by the specified monetary and non-monetary funds, or it is assured that the given works, services will not be use by other reasons, the expenses of future periods recognized earlier are recognized in full as suffered losses at the moment of decision-making relating to non-use of works, services - the account "Miscellaneous income and expenses".

At approach of the period, when the suffered expenses brought incomes corresponding to them, expenses of future periods are recognized as current.

Expenses of future periods are written off on the account of the current expenses proportionally to expired time period. In this case the single payments connected with purchase of licenses and programs are recognized as expenses of future periods only. The periodic payments effected according to conditions of contracts and connected with use of licenses and programs are included in the structure of current expenses (at effecting of monthly payments) or stand apart as independent item of the accounting of expenses of future periods (at effecting of payments for the period of more than a month - quarter, year etc.).

Term of write-off of expenses of future periods is determined by the Director of the Company on the ground of the expert opinion or other documentary confirmation. Expenses of future periods are subject to write-off at regular intervals during the period they are related to.

2.6.5.  Accounting of exchange rate differences
     Exchange rate difference is a difference between a ruble estimation of an asset or liability, the cost of which is expressed in foreign exchange, for the date of fulfillment of obligations on payment or accounting date of the given accounting period, and a ruble estimation of the same asset or liability for the date of its acceptance to accounting in the accounting period or accounting date of the previous accounting period.

             Exchange rate difference arises in case of:

· full or partial redemption of accounts receivable or accounts payable expressed in foreign exchange, if for the date of fulfillment of obligations on payment the rate differed from its rate for the date of acceptance of these accounts receivable or accounts payable to the account in the accounting period or from the rate for the accounting date of drawing up of the reporting for the accounting period, within which these accounts receivable or accounts payable were recalculated for the last time;

· recalculation of cost of assets and bank notes in cash department of the Company знаков в кассе Общества;

· money on accounts of credit organizations;

· monetary and payment documents;

· short-term foreign exchange securities (cost of long-term foreign exchange securities is not re-estimated);

· means in settlements (including settlements under loan obligations) with legal entities and individuals (including dependent entities and individuals);

· residuals of means of target financing received from the budget or foreign sources within the frameworks of technical or other assistance rendered to the Russian Federation according to the concluded agreements (contracts).

 Recalculation of cost of an asset or liability expressed in foreign exchange is exchanged in rubles at the official rate of this foreign exchange to the ruble established by the Central bank of the Russian Federation.

If for recalculation of the cost of an asset or liability expressed in a foreign exchange, which is subject to payment in rubles, law or agreement of the parties establish another order, in this case other recalculation is made at such rate.

For the purposes of accounting the specified recalculation in rubles is made at the rate existing for the date of fulfillment of transaction in foreign exchange. Dates of fulfillment of separate transactions in foreign exchange for the purposes of accounting are given in the table.

	Transactions in foreign exchange
	Date of fulfillment of transaction in foreign exchange is

	Transactions on bank accounts (bank deposits) in foreign exchange
	Date of receipt of monetary funds on the bank account (bank deposit) of organizations in foreign exchange or their write-off from the bank account (bank deposit) of the Company in foreign exchange

	Cash transactions with foreign exchange
	Date of receipt of foreign exchange, monetary documents in foreign exchange in cash department of the organization or their issue from cash department of the Company

	Income of organization in foreign exchange
	Date of recognition of income of organization in foreign exchange


	Expenses of organization in foreign exchange
including:

Import of inventories

Import of service

Expenses connected with business and service trips outside the territory of the Russian Federation
	Date of recognition of expenses for purchase of inventories

Date of recognition of expenses for service

Date of approval of the advance report

	Investments of organization in foreign exchange in the non-current assets (fixed assets, intangible assets etc.)


	Date of recognition of expenses forming cost of non-current assets


Recalculation of cost of bank notes in cash department of the organization, money on bank accounts (bank deposits), monetary and payment documents, short-term securities, means in settlement (including on loan obligations) with legal entities and individuals, residuals of means of the target financing received from the budget or foreign sources within the frameworks of technical or another assistance to the Russian Federation under the concluded agreements (contracts) expressed in foreign exchange, into rubles should be made at the date of fulfillment of a transaction in foreign exchange as well as at the accounting date. For drawing up of the accounting reports recalculation of the cost of the transferred assets and liabilities in rubles is made at the rate existing for the accounting date. 

Cost of investments in non-current assets (fixed assets, intangible assets etc.), inventories and other assets is accepted in estimate in rubles at the rate existing for the date of fulfillment of the transaction in foreign exchange as a result of which these assets are accepted to accounting. Recalculation of cost of the transferred assets after their acceptance to accounting in connection with change of the rate is not carried out.

Exchange rate difference is reflected in accounting and accounting statements in that accounting period, to which the date of fulfillment of obligations on payment is related to, or for which the accounting statements were drawn up.

Exchange rate difference is subject to booking to financial results of the Company as miscellaneous income or miscellaneous expenses. 

Exchange rate difference connected with settlements with founders under contributions, including to the authorized (share) capital of the organization is subject to booking to the additional capital of the Company.

2.7. Accounting of reserves.

   The Company can charge the following reserves:

· Reserve for doubtful debts 
Doubtful debt is accounts receivable which are not repaid within the terms determined by the contract, and are not secured by the corresponding guarantees (deposit, mortgage, security for payment, surety fro a bill etc.).

The Company forms the reserve for doubtful debts following the results of the held inventory of the accounts receivable.

The amount of the reserve is determined separately for each doubtful debt depending on the financial situation (solvency) of a debtor and estimate of probability of repayment of the debt in full or partially.

The account 63 "Reserves for doubtful debts" is applied for accounting of the reserve of doubtful debts.
At retirement (repayment) of accounts receivable, the corresponding amount of the reserve is written-off. The written off amounts of the reserve are recognized to be miscellaneous incomes of the Company.

According to recognition of the doubtful debt, for which the reserve was formed, to be uncollectible, the amount of this debt is subject to write-off from the balance of the Company to reduction of the reserve (record on reduction of the rest on the account "Reserves for doubtful debts" and the corresponding reduction of accounts receivable). At recognition of accounts receivable, for which the reserve was not formed, to be uncollectible debt, within an accounting year, the reserve for doubtful debts is not additionally accrued, and the amount of uncollectable debt is qualified as miscellaneous expenses. 

Similarly, in case the amount of uncollectable debt exceeds the amount, for which the reserve for doubtful debts on the given accounts receivable was formed, the reserve is not additionally accrued, and the excess amount is reflected as miscellaneous expenses.

If up to the end of an accounting year next to the year of formation of the reserve of doubtful debts this reserve in any part is not used, the unspent amounts are included in miscellaneous income as miscellaneous income for the end of the accounting year.

Write-off of the debt at a loss due to insolvency of a debtor is not cancellation of debts. These debts should be reflected in the accounting balance sheet within five years from the moment of write-off for supervision over the opportunity of its collecting in case of change of the property status of a debtor.

Reserves for payment of vacations, payment of remuneration following the results of works within a year and annual seniority benefits payments, future expenses on repairs, under depreciation of securities are not formed by the Company.
2.8.
Chosen methods of accounting for financial investments
The assets, which are do not have tangible physical form and capable to bring economic gains (income) in the future in the form of interests, dividends or increase of their value (in the form of difference between sale (redemption) and purchase price) as a result of their exchange, use at redemption of obligations, increase in current market cost are recognized to be financial investments of the Company. 
The financial investments of the Company include:
· securities (state, municipal, securities of other organizations, including bonds and bills); 

· contributions in the authorized (share) capitals of other organizations (including subsidiaries and dependent business companies);

· contributions under simple partnership agreements (joint activity);

· loans granted to another organizations;

· deposits in credit organizations;

· accounts receivable acquired on the basis of cession of the right of demand etc.
The bills issued by buyers of the goods, works or services of the Company, which were received from the drawer of the Company at settlements for this goods, works or services, are not recognized as financial investments and are reflected in the accounting and reports as accounts receivable of buyers and customers secured by bills received.

Financial investments are divided by the Company into individually determinable and undeterminable. Investments, the unit of  which has own individual distinctive attributes: Series and number of securities, details of the organization, in the authorized capital of which the Company makes investments, details of simple partnership agreements, loan,  deposits, acquisition of the rights of demand etc. are recognized to be individually determinable investments. Investments, the unit of which has not own individual, but fungible distinctive attributes - details of the issue of uncertificated shares etc. are recognized to be individually undeterminable investments
Accounting unit of financial investments is:

· for individually determinable financial investments - separate investment (securities, contribution to the authorized capital of the separate organization, the separate simple partnership agreements, loan or deposit issued by the separate contract, rights of demand acquired under the separate contract etc.);

· for individually undeterminable financial investments - a block of securities. A block of securities is a set of securities of one issue (that is of one issuer, one type, term of the circulation, par value etc.) purchased by the Company as a result of one transaction.

The analytical account of financial investments is conducted in relation of short-term and long-term financial investments. The investments made with intention to receive income on them during more than one year are related to long-term financial investments. Other financial investments are short-term.

In the accounting statements, financial investments should be represented with the division into the short-term and long-term depending on the term of circulation (repayment).

When there are 365 days before redemption of securities or return of the loans given out by the Company, transfer of long-term financial investments into short-term is carried out. 

Actual expenses for acquisition of financial investments are:

· amounts paid to the seller according to the contract;

· amounts paid to the organizations and other persons for the information and consulting services connected with acquisition of the specified assets.

· remunerations paid to the intermediary organization or another person, through which assets are acquired as financial investments;

· other expenses directly connected with acquisition of assets as financial investments.

The expenses connected with implementation of financial investments by the Company:

· are included in their cost, if they are made before or during the moment of accounting;

· are written off to the structure of miscellaneous expenses, if they are made after the moment of accounting.

For the purposes of the subsequent estimation, financial investments are divided into two groups:
· financial investments, under which it is possible to determine current market value;

· financial investments, under which their current market value is undeterminable.

Financial investments in the securities circulating in the share market (stock exchange, auction), quotations of which are published on a regular basis, are related to financial investments, under which it is possible to determine current market value. All the others are related to financial investments, under which current market value is undeterminable.

Financial investments, under which it is possible to determine the current market value in accordance with the established procedure, are reflected in the accounting statements as of the end of the accounting year at the current market value by means of updating their estimation for the previous accounting date. The Company makes the specified updating quarterly.

The difference between estimation of financial investments at the current market value for the accounting date and previous estimation of financial investments is recognized by the Company as miscellaneous income or expenses. Thus, the gain of market value of investments is reflected under the debit of the account "Financial investments" and credit of the account "Miscellaneous income or expenses", decrease - on debit of the account "Miscellaneous income or expenses" and the credit of the account "Financial investments". 

In case the current market value is not determinable on the item of financial investments estimated earlier at current market value at the accounting date, such item of financial investments is reflected in the accounting statements at the value of its last estimation.
Financial investments, under which the current market value is not determinable, are reflected in the accounting statements at the initial value.
At retirement of assets accepted to the accounting as financial investments, under which the current market value is determinable, their value is determined by the Company basing on the last estimation.

At retirement of financial investments, under which the current market value is undeterminable, their value is determined as follows:

· contributions to authorized capitals of other organizations (except for actions of joint-stock companies), loans granted to other organizations, deposits to the credit organizations, accounts receivable acquired on the basis of cession of the right of demand, are estimated at the initial value of each retired financial investments provided;

· securities (shares and bonds) are estimated at retirement at the average initial value, which is determined under each type of securities;

· purchased bills are estimated at retirement (payment for performed works, (goods, works, services)) under the prime cost of a unit;

· other financial investments - under the initial prime cost of each retired unit. 

Income on financial investments is recognized by the Company as miscellaneous income.

Expenses connected with granting to other organizations of loans, with servicing of financial investments of the Company, payment of services of bank and/or depositary for storage of financial investments, granting of an extract from the account of depot etc.) are recognized as miscellaneous expenses.

2.9.
Specifications of accounting for transaction under simple partnership agreement
Under simple partnership agreement (the contract of joint activity), two or several persons (partners) undertake to join their contributions and operate together without formation of legal entity for deriving profit or achievement of another purpose, which does not contradict the law.

The contribution to simple partnership is recognized in the accounting as financial investments. The property brought as the contribution under the contract of joint activity (simple partnership agreement) is included by an organization-partner in financial investments at the balance cost of as of the date of the contract coming into effect.

Acknowledgement of the fact of reception of the property contribution for an organization-partner is the notification (letter of advice) about acceptance to accounting of property by a partner holding general business, or the primary accounting document of reception of property (acceptance and transfer certificate, consignment notes, payment documents etc.).

At formation of financial result, each organization-partner includes its share of profit or losses subject to reception as a result of joint activity in miscellaneous income or expenses.

The property subject to reception by each organization-partner following the results of partition, according to the Art. 1050 of the Civil Code of the Russian Federation, at termination of joint activity is reflected as redemption of the contributions accounted in the structure of the financial investments. In case of difference between the contribution cost estimate accounted in the structure of financial investments and cost of the assets received after termination of joint activity, it is included in miscellaneous income or expenses at formation of financial result. The assets received by an organization-partner after termination of joint activity are accepted to accounting at the estimate, which is registered in separate balance sheet for the date of decision relating to termination of joint activity.

2.10.
Chosen methods of accounting for internal funds (capital)
Own capital of the Company includes:

· authorized capital;

· reserve capital;

· additional capital;

· net (undistributed) profit;

· other reserves.

The Company does not reduce the amount of the authorized capital reflected in its reports, by the amount of unpaid capital: authorized capital and actual debts of founders under contributions to the authorized capital are reflected in the accounting statements separately.

All changes of the amount of the authorized capital (including designation of funds of the additional capital to increase of the authorized capital) are reflected in the accounting statements of the Company only after respective alterations in its constituent documents.

The reserve capital is formed by the Company of its profit on the basis of constituent documents and resolution of founders (shareholders) of the Company. The reserve capital is intended for covering of possible losses as well as for the redemption of shares of the Company in case of absence of other funds.

The additional capital of the Company consists of increase in value of its property from its reassessment and from the issue income.

The expenditure of the additional capital is carried out separately. The amounts of increase in value of property from reassessment are used for write-down of those items of property, which earlier were exposed to final appraisal, and only within the amounts accumulated on each separate inventory item. At the moment of write-off of the item from the account (on any grounds), the amounts of accumulated final appraisal are written off to the account of undistributed profit of the Company. The issue income is used by the decision of shareholders meeting (upon termination of a year) as a source of covering of possible losses from activity of the Company.

The undistributed profit is spent by the Company for the following purposes:

· write-down of non-current assets of the Company over the amounts of the additional capital (accumulated on the given inventory item of final appraisal);

· the purposes defined by founders (shareholders) of the Company including payment of dividends, financial maintenance of production development and other similar actions on acquisition (formation) of new property etc.

2.11.
Chosen methods of accounting for  liabilities (accounts payable)
The Company recognizes debts, which are consequence of the certain actions or inactivity in relation to another person (creditor) and connected with the demand to transfer monetary funds, property, to perform works or services, to make other actions in favor of this person (creditor) arising by virtue of the contract, the law or another rule of law as well as customs of business practice, to be liabilities.

         Liabilities of the Company are divided into:

· debts to suppliers of the goods, works, services;

· debts to the budgetary and non-budgetary funds;

· debts to employees on wages;

· debts to buyers on the received advance payments;

· debts on the received borrowed funds (credits and loans);

· other debts.

The accounts payable to suppliers of the goods, works, services are accounted in the amount of the accounts accepted for payment and amount of the accrued liabilities according to settlement documents.

The accounts payable on unbilled deliveries is accounted in the amount of the received values determined basing on the price and conditions provided in contracts.

As a separate kind of the liabilities accounted on independent accounts, the Company recognizes debts on the received borrowed funds (on loans and credits). 

The debts on credits and loans are divided into:

· long-term and short-term: 

· short-term debts are debts on the received loans and credits, the term of redemption of which according to contract conditions does not exceed 12 months;

· long-term debts are debts on the received loans and credits, the term of redemption of which according to the contract conditions exceeds 12 months;

· due and overdue:

· due debts are debts on the received loans and credits, the term of redemption of which under contract conditions has not come or is extended (prolonged) in accordance with the established procedure;

· overdue debts are debts on the received loans and credits with expired term according to contract conditions for redemption.

In case of conclusion of additional agreements to the contract, the short-term debts is transferred into the long-term.

The Company accounts borrowed funds being at its disposal, the term of redemption of which under the contract of loan or credit exceeds 12 months, prior to expiration of the specified term as being in the structure of long-term debts. 

The debts on the received loans and credits are estimated in view of due payment of interest according to the terms of the contracts as of the end of the accounting period.

 Expenses connected with reception and use of loans and credits (interest on the received loans and credits, interest, discount under bills and bonds, additional expenses under loans and credits as well as rate and sum differences concerning the interest due for payment under loans and credits), are recognized as miscellaneous expenses of the Company of the corresponding accounting period. Exception is expenses under loans and credits, which are subject to inclusion in cost of investment assets or in cost of other property.

Expenses under loans and credits involved for acquisition of items of fixed assets and intangible assets, which cannot be recognized as investment assets, are reflected in the structure of miscellaneous expenses of the Company in accordance with the general procedure.

The additional expenses of the Company effected in connection with reception of loans and credits, issue and allocation of borrowed liabilities, include the following types of expenses connected with:

· rendering of legal and consulting services (including audit on demand of the creditor) to the borrower;

· performance of multiple copying works;

· carrying out examinations;

· consumption of services of communication;

· other expenses directly connected with reception of loans and credits.

In case the additional expenses in structure of the expenses connected with reception and use of loans and credits, are not related to increase in cost of the investment asset, the Company includes these additional expenses in the structure of miscellaneous expenses in that accounting period, within which they were effected (without its preliminary accounting as accounts receivable and uniform write-off to the miscellaneous expenses within the term of redemption of borrowed liabilities).

At attraction of borrowed funds by means of issue by the Company of own bill the accounts payable  are formed as follows:

· at attraction of borrowed funds by means of issue of own interest bill providing accruing of interest, in the amount of actually received funds, which is equal to the bill amount. The interests accrued subsequently increase accounts payable till the moment of their payment to the creditor;

· at attraction of the interest-free loan by means of issue of own bill - in the amount of actually received funds, which is equal to the bill amount. Within the whole term of the loan the amount of accounts payable does not change;

· at attraction of borrowed funds by means of issue of own discount bill - in the amount of actually received funds and discount (the income subject to reception by the creditor at redemption of the bill by the borrower) it is equal to the bill amount. Within the term of the loan, the amount of accounts payable in this case also does not change (all incomes due to the borrower initially generated the amount of accounts payable). At issue of the bill for reception of the loan by means of monetary funds, the amount due to the holder for payment of interests or discount is included in miscellaneous expenses. These miscellaneous expenses are recognized by the Company at the moment of their accruing. The amount of interests due to payment is accrued for the expired month on the last working day of each month.
Operational expenses on discounts and interests under bills are recognized by the Company at the moment of their accrual. The Company does not consider these expenses as expenses of future periods, the amount of discount due to payment is included in miscellaneous expenses at the moment of transfer of the bill to the payee (the first holder); the amount of interests due to payment is accrued for the expired month on the last working day of each month.

2.12.
Accounting of expenditures for profit tax
Formation in accounting and procedure of disclosure of information on calculations under profit tax in the accounting statements is established according to RAS 18//02 "Accounting of expenditures for profit tax".

Difference between the accounting profit (loss) and taxable profit (loss) of the accounting period, which was formed as a result of application of various rules of recognition of income and expenses established in regulatory legal acts on accounting and the law of the Russian Federation on taxes and duties, consists of constant and temporary differences.

Constant difference (CD) - income and expenses forming accounting profit (loss) of the accounting period and excluded from the calculation of tax base either of the accounting, so subsequent period. CD lead to formation of the constant tax liability (CTL), which is determined as product of the constant difference arisen in the accounting period, for the rate of profit tax.

For the purposes of formation of accounting and tax profit, the following constant differences are accepted:

· the expenses for payment effected over the expenses regulated by the Art. 255 of the Tax Code of the Russian Federation, and the expenses, which are not accounted with a view of the taxation according to the Art. 270 of the Tax Code of the Russian Federation;

· expenses for the voluntary insurance effected over the expenses regulated by the Art. 255 and the Art. 263 of the Tax Code of the Russian Federation;

· expenses for non-state pension provision effected over the expenses regulated by the Art. 255 of the Tax Code of the Russian Federation;

· interests under the promissory notes paid over the interests recognized for the purposes of taxation of the interests (the Art. 269 of the Tax Code of the Russian Federation).

The limiting amount of the interests recognized as the expense is accepted as equal to the rate of refinancing of the Central Bank of the Russian Federation increased in 1.1 times at drawing up of promissory notes in rubles, and equal to 15 percent - under promissory notes in the foreign exchange:
· expenses connected with gratuitous transfer of property (goods, works, services) in the amount of the cost of property and expenses connected with their transfer (par. 16. of the Art. 270 of the Tax Code of the Russian Federation);
· representative expenses effected over the expenses regulated by the Art. 264 of the Tax Code of the Russian Federation;

· expenses for advertising effected over the expenses regulated by the Art. 264 of the Tax Code of the Russian Federation. Application of the different procedure of recognition of the income of the gratuitously received property for the purposes of accounting and purposes of taxation (par. 4 of the subparagraph 1 of the Art. 271 of the Tax Code of the Russian Federation);

· profit (loss) connected with the difference between estimated cost of property at its entering in the authorized capital of another organization and the cost, at which this property is reflected in the accounting balance sheet by the transferring party (par. 1 of the Art. 277 of the Tax Code of the Russian Federation);

· income in the form of the amounts of accounts payable to budgets of the different levels written off or reduced according to the law of the Russian Federation (par. 1 of the subparagraph 21 of the Art. 251 of the Tax Code of the Russian Federation);

· miscellaneous expenses connected with production and sale, and other non-sale expanses made over the norms regulated by chapter 25 of the Tax Code of the Russian Federation.

The information for reflection in accounting of constant differences is formed on the grounds of primary documents and registers of the tax accounting. 

Temporary difference (TD) - income and expenses forming the accounting profit (loss) in one accounting period; tax base under the profit tax - in another (other) tax period(s).

Depending on the character of influence on taxable profit time differences are divided into:

· deductible temporary difference (DTD);

· taxable temporary difference (TTD).

Deductible temporary difference (DTD) results in formation of the deferred profit tax (deferred tax asset - DTA), which should reduce the amount of profit tax subject to payment in the budget in the following accounting periods.

For the purposes of formation of accounting and tax profit, the following deductible temporary difference is accepted:

· in case of sale of item of fixed assets application of different rules of recognition for the purposes of accounting and purposes of taxation of the residual cost of items of fixed assets (par.3. of the Art. 268 of the Tax Code of the Russian Federation);

· unduly paid profit tax, the amount of which is not returned, but is accepted to offset at formation of taxable profit in the period following the accounting or subsequent accounting periods;

· loss transferred to the future, which is not used for reduction of profit tax in the accounting period, but which will be accepted with a view of the taxation in the subsequent accounting periods;

· other similar differences.

The information for reflection in accounting of deductible temporary difference is formed on the basis of primary documents and registers of the tax account. 

Taxable temporary difference (TTD) results in formation of the deferred profit tax (deferred tax obligation - DTO), which should increase the amount of profit tax subject to payment to the budget in the following accounting periods.

For the purposes of formation of accounting and tax profit, the following deductible temporary difference is accepted:
· difference, which developed at formation of cost of fixed assets for the purposes of the accounting and tax account (sum differences, registration of property and miscellaneous expenses, which were not accounted at formation of cost of depreciated property for the purposes of the taxation);

· application of different procedure of recognition of expenses in the accounting and tax account on overalls, which useful life exceeds 12 months according to the norms of issue.

The information for reflection in accounting of deductible temporary difference is formed on the basis of primary documents and registers of the tax account. 

2.13.
Segment information
The Company does not discloses segment information in the annual accounting reporting. 
2.14. Events occuring after the reporting date
Event occurring after the reporting date is the fact of business activities, which influences or can influence on the financial situation, movement of monetary funds or results of activity of the organization, and which took place in the period between the accounting date and date of signing the accounting statements for the accounting year.

Event occurring after the reporting date is announcement of annual dividends following the results of activity of the Company for the accounting year.

Event occurring after the reporting date are:

the events confirming economic conditions existing as of the accounting date, under which the organization conducted the activity

· in accordance with the established procedure the announcement of a debtor of the organization bankrupt, if the  procedure of bankruptcy has been already executed concerning this debtor as of the accounting date;

· estimation of assets performed after the accounting date, the results of which prove steady and essential decrease in their cost determined as of the accounting date;

· announcement of dividends by subsidiaries and dependent companies for the periods preceding the accounting date;

· detection after the accounting date of an essential error in accounting or infringement of the law at carrying out of activity of the organization, which result in distortion of the accounting statements for the accounting period.

the events testifying to economic conditions arisen after the accounting date, in which the organization conducts the activity:

· decision-making relating to reorganization of the organization;

· purchase of the enterprise as property complex;

· reconstruction or planned reconstruction;

· decision-making relating to issue of shares and other securities;

· fire, accident, natural disaster or another extreme situation resulted in destruction of the significant part of assets of the organization;

· termination of essential part of primary activity of the organization, if it could not be expected as of the accounting date;

Event occurring after the accounting date is recognized to be essential, if without knowledge of it, users of the accounting statements cannot authentically judge about the financial situation, cash flow or results of activity of the Company.

Importance of the event occurring after the accounting date, the organization determines independently basing on requirements of provisions of regulatory acts on accounting.

At drawing up of the accounting statements the Company estimates consequences of the event occurring after the accounting date in money terms. For estimation of consequences of the event occurring after the accounting date in money terms, the Company makes the corresponding calculation and provides acknowledgement of such calculation.

Event occurring after the accounting date testifying the economic conditions, which arose after the accounting date, under which the organization conducts the activity, is disclosed in explanatory to the accounting balance sheet and profits and losses statement. Thus, no records in accounting (synthetic and analytical) are made within the accounting period.
Annual dividends recommended or declared in accordance with the established procedure following the results of work of the organization for the accounting year are reflected in accounting in the same order.

The information disclosed in explanatory to the accounting balance sheet and profit statement should include brief description of the event occurring after the accounting date and estimation of its consequences in money terms. If there is no opportunity to estimate the consequence of event occurring after the accounting date in money terms, the Company should specify this.

2.15. Conventioanl facts of economic activity
The accounting statements of the Company reflect conditional facts of business activities, relating to which the consequences and probability of their occurrence in the future are uncertain.

Conditional facts include:
· judicial proceedings, which are not completed for the accounting date;

· disagreements with tax authorities related to payment to the budget, which are not completed for accounting date;

· guarantees and other kinds of securing of obligations given out in favor of the third parties, terms of fulfillment on which did not come;

· discounted bills, the term of redemption of which did not come;

· other similar facts.

The conditional obligation and conditional loss arising due to the conditional fact are reflected in the synthetic and analytical accounting as final turnovers of the accounting period until approval of the annual accounting report. 

Loss (profit) is calculated according to the recommendations stated in RAS 8/98.

Calculation is drawn up by the service, to which conditional fact of economic activities relates according to the exercised functions.

2.16. Information on affiliated persons
According to RAS 11/2000, the Company includes the information on affiliated persons in the form of separate section in the explanatory note, which is a part of the accounting statements. Thus, the specified data are not applied at formation of the statements for the internal purposes as well as the statements drawn up for the state statistical supervision and credit organization, or other special purposes.

 2.17. Procedure of forming of accounting key figures at reorganization of the Company in a form of affiliation.

At reorganization of the Company in the form of affiliation, the accounting statements are formed according to "Methodical instructions on formation of the accounting statements at reorganization of the organizations" approved by the order of Ministry of Finance No. 44н  dated May 20, 2003.
Amendment is introduced in accordance with the order of IDGC of Centre, JSC No. 315 dated 31.12.2008 

Notification No. 1

of amendment in the Accounting policy of IDGC of Centre 
approved by the order No. 2 dated 14.01.2008.

	Provision
	Printed
	Should be

	1. organizational and technical aspects of the accounting policy 


	The following persons must be gorverned by this Accounting Policy Statement to perform their activity:

· employees of the centralized accounting department of Corporate Service Systems, JSC, who are entrusted on the contract basis to keep accounting and responsible for prompt and qualitative performance of all kinds of accounting as well as preparation of all kinds of reliable accounting, employees of accounting departments of the branches.

	The following persons must be gorverned by this Accounting Policy Statement to perform their activity: 
·     employees of the centralized accounting department of Corporate Service Systems, JSC, who are entrusted on the contract basis to keep accounting and responsible for prompt and qualitative performance of all kinds of accounting as well as preparation of all kinds of reliable accounting.



	1.4. Procedure of formation, approval and alteration of the accounting policy


	Within the year the Director for the accounting policy of the Company performs preparation and gives reasons of resolutions relating to change of different accounting policy statements, which can be accepted for execution, starting with the next year


	Within the year the Director for the accounting policy of the Company performs preparation and gives reasons of resolutions relating to change of different accounting policy statements, which can be accepted for execution, starting with the next year, if otherwise is grounded by the reason of such change. 



	2.4.3. Accounting of interests on loans and credits borrowed for purchase and/or formation of non-current asset 
	    Expenses on borrowed loans and credits, which are directly intended for acquisition and (or) construction of an investment asset, are to be included into the cost of this asset and redeemed by means of accrual of depreciation, except cases, when accounting rules do not provide accrual of asset depreciation.
 
	     Expenses on borrowed loans and credits, which are directly intended for acquisition and (or) construction of an investment asset, are to be included into the cost of this asset and redeemed by means of accrual of depreciation, except cases, when accounting rules do not provide accrual of asset depreciation.
   Expenses on borrowed loans and credits are included in the cost of investment asset regularly, as a rule irrespective of conditions od loan (credit) granting. Expenses on received loans and credits can be included in the cost of investment assets basing on conditions of loan (credit) granting in case, when this inclusion do not differ essentialy from regular inclusion.

Additional expenses on loans can be included regularly in miscellaneous expenses within the term of loan (credit agreement).



	
	In case of suspension of works connected with investments in the non-current assets, within the term, exceeding three months, inclusion of expenses on borrowed loans and credits in the volume of capitalized expenses is suspended as well. In this case expenses on loans are referred to the current expenses of the Company among mescellaneous expenses.


	In case of suspension of works connected with investments in the non-current assets, within the term, exceeding three months, inclusion of expenses on borrowed loans and credits in the volume of capitalized expenses is suspended as well from the first day of the month next to the month of suspension. In this case expenses on loans are referred to the current expenses of the Company among mescellaneous expenses. 



	
	  The period, within which additional settlement of technical and (or) organizational issues arisen in the process of the asset consruction is performed, is not considered as termination of works related to investment asset formation. 

	  The period, within which additional settlement of technical and (or) organizational issues arisen in the process of the asset consruction is performed, is not considered as termination of works related to investment asset formation.  

At resumption of worksconnected with investments in non-current assets, interest due to payment to debtee (creditor) are included in the cost ofinvestment asset from the first day of the month next to the month of resumption. 

Interests due to payment to debtee (creditor) cease to be included in the cost of investment assets from the first day of the month next to the month of termination of acquisition, construction and (or) production of investment asset. 

In case means of loans (credits) received for the purposes, which are not connected with acquisition, construction and (or) production, were spent for acquisition, construction and (or) production, the interests due to payment to debtee (creditor) are included in the cost of investment asset proportionally to the share of specified means in total amount of loans (credits) due to payment to debtee (creditor) received for the purposes, which are not connected with acquisition, construction and (or) production.


	2.4.9. Accounting of equipment requiring assembly 
	The equipment for installation is the equipment put into operation only after assembly of its parts and attachment to the foundation or support, to a floor, intermediate floors and other supporting structures of buildings and constructions as well as sets of spare parts of such equipment. This equipment includes control and measuring instruments or other devices intended for assembly in the structure of the assembled equipment.

The equipment for installation is accepted to accounting on account 07 under the actual prime cost of purchase, which is formed from the cost under the prices of purchase and expenses on purchase and delivery of this equipment to the warehouse of the Company.


	The equipment for installation is the equipment put into operation only after assembly of its parts and attachment to the foundation or support, to a floor, intermediate floors and other supporting structures of buildings and constructions as well as sets of spare parts of such equipment. This equipment includes control and measuring instruments or other devices intended for assembly in the structure of the assembled equipment.

The equipment for installation is accepted to accounting on account 07 under the actual prime cost of purchase, which is formed from the cost under the prices of purchase and expenses on purchase and delivery of this equipment to the warehouse of the Company. 
Cost of equipment for installation used for replacement during capital and routine repairs of objects of power grid facilities is included in expenses for capital and routine repaies. 

	2.4.10. Intangible assets and their depreciation 
	Cost of intangible assets, basing on which they are accepted to accounting, is not subject to change.


	Actual (initial) cost of intangible asset, basing on which it is accepted to accounting, is not subject to change, except cases provided by the law of the Russian Federation.

Change of actual (initial) cost of intangible asset, basing on which it is accepted to accounting, is admitted in cases of re-estimate and devaluation of intangible assets.

Not more frequently than once a year (for the beginning of the accounting year) the Company can re-estimate groups of uniform intangible assets according to the current market value determined exclusively on the basis of data of active market of intangible assets specified. 

At decision-making relating to re-estimate of intangible assets included uniform group it should be considered that in future these assets must be re-estimated regularly. 
Re-estimate of intangible assets is carried out by means of recalculation of their residual cost. 

Useful life of intangible asset is checked annually by the organization with necessity to refine it. In case of essential change of the period duration within which the organization supposes to use the asset, its useful life is subject to refinement. Updating arisen in this connection is reflected in the accounting and accounting statements for the beginning of the accounting year in the form of changes of estimated values. 

The organization must annually consider availability of factors testifying of impossibility to determine reliably useful life of the asset in relation to an intangible asset with indefinite useful life. In case of termination of existence of these factors the organization determines useful life of this intangible asset and method of its depreciation. Updating arisen in this connection is reflected in the accounting and accounting statements for the beginning of the accounting year in the form of changes of estimated values. 



	
	           on items of intangible assets, the useful life of which cannot be determined, depreciation charges are established with regard to 20 years (but no more than the term of property complex activity, to which the given asset is related)

	Depreciation is not accrued on intangible assets with indefinite useful life.

Determination of monthly amount of depreciation charges on intangible asset is performed by means of linear method;
Change of initial cost of fixed assets is admitted in case of decision relating to their re-estimate up to replacement value. Regularity of re-estimate of fixed assets, decision making relating to re-estimate is performed in case of essential deviation of the cost, at which fixed assets are reflected in the accounting statements from their current (replacement) value. Re-estimate of fixed assets is performed on the grounds of special order over the Company. 



	
	          The negative goodwill is qualified as income of future periods and in regular intervals is related to financial results of the Company in the structure of the operational income. 

	The negative goodwill is related to financial results of the organization in full amount as miscellaneous income. 


	2.5.3. Accounting of inventories disposal 
	
	The following paragraphs shall be appended to:

Transfer to production of the inventories with attributes of fixed assets and amounted to not more than 20 000 rubles is executed by means of a requisition slip form No. М-11. After transfer to production these inventories are accounted in quantitative accounting in relation to inventory custodians. Write-off from quantitative accounting is performed according to physical depreciation on the grounds of Write-off certificate of materials with attributes of fixed assets. 
Capital repairs and construction of items of own fixed assets can be implemented by exterior contracting oreganizations using free isuue materials of the Company. Transfer of the inventories to contracting organizations is reflected in the accounting of the Company by means of records on debit of the subaccount "Materials transferred to outside party for processing" in correspondence with subaccounts of accounting of the inventories. As far as contracting organizations submit Works completion statements form No. КС-2 and Notes of cost of performed works form No. КС-3 these materials are written-off to accounts of accounting of corresponding expenses.

	2.5.4.
Accounting of inventories (including spare parts) entered in consequence of withdrawal from fixed assets in renewal (reconstruction, upgrading, repair) stage 
	Accounting of inventories (including spare parts) entered in consequence of withdrawal from fixed assets in renewal (reconstruction, upgrading, repair) stage
	Accounting of inventories (including spare parts) entered in consequence of withdrawal from fixed assets in renewal (reconstruction, upgrading, repair), liquidation stage.

	
	The spare parts credited as a result of withdrawal from fixed assets in the stage of renewal are estimated at the accounting value of the latter according to the time of acquisition of similar spare parts in view of percent of actual depreciation of credited items (not lower the cost of scrap metal), in case of absence of the similar information at the current market cost.

The spare parts credited as a result of withdrawal from fixed assets at the stage of renewal are accounted apart from new spare parts as independent nomenclature numbers. 

Inventories (including spare parts) remaining after retirement of fixed assets and other retirement are estimated basing on the current market cost for the date of acceptance to accounting. Current market cost means the amount of monetary funds, which can be received as a result of sale of the specified assets.


	Inventories (including spare parts) remaining after retirement of fixed assets and other retirement are estimated basing on the current market cost for the date of acceptance to accounting. Current market cost means the amount of monetary funds, which can be received as a result of sale of the specified assets.

If the information on the current cost is not avaliable, the inventories entered in consequence of withdrawal from fixed assets in renewal, liqudation stage are estimated according to accounting value of the last purchased similar spare parts in view of actual depreciation of items entered in books (not lower than cost of scrap metal). 

The inventories entered in consequence of withdrawal from fixed assets in renewal or liqudation stage are accounted as a separate group and apart from new inventories as independent nomenclature numbers.

Write-off in production, sale to outside party, retirement on other grounds of the inventories entered in consequence of withdrawal from fixed assets in renewal, liqudation stage is performed at prime cost of each item of the inventories. 

	2.8. Chosen methods of accounting for financial investments 
	Financial investments, under which the current market value is not determinable, are reflected in the accounting statements at the initial value.

	     Financial investments, under which the current market value is not determinable, are reflected in the accounting statements at the initial value.
The initial value of financial investments acquired for payment is the amount of actual expenses of the organization for their acquisition, excluding VAT and other indemnifiable taxes (except cases provided by the law of the Russian Federation on taxes and duties). General business and other similar charges are not included in actual expenses for acquisition of financial investments, if they are not connected directly with acquisition of funancial investments. 


	
	
	

	2.12. Accounting of expenditures for profit tax 
	
	The Company determines amounts of the current profit tax basing on the data formed in the accounting. 

Amount of profit tax determined basing on accounting profit (loss) and reflected in the accounting irrespective of the amount of taxable profit (loss) is a conditional expense (conditional income) for profit tax. 

Conditional expense (conditional income) for profit tax is equal to the amount determined as multiplying of accounting profit formed within the accounting period by profit tax rate fixed by the law of the Russian Federation on taxes and duties and acting for the accounting date. 
Conditional expense (conditional income) for profit tax is booked in the accounting on separate subaccount related to accounting of conditional expense (conditional income) for profit tax to the account of profit and loss accounting. 
The current profit tax is the profit tax for taxation purposes determined basing on the amount of conditional expense (conditional income) adjusted for the amounts of permanent tax liability (asset), increase or reduction of deferred tax asset and deferred tax liability of the accounting period.

When permanent differences, deductible temporary difference and taxable temporary difference resulting in permanent tax liabilities (assets), deferred tax assets and deferred tax liabilities are unavailable, conditional expense for profit tax will be equal to the current profit tax. 

In this case the amount of the current profit tax is to comply with the amount of calculated profit tax reflected in the Tax return on profit tax;
Amount of extra (excess) payment of profit tax in connection with detection of errors (distortions) within previous accounting (tax) periods, which does not influence on the current profit tax of the accounting period, is reflected in separate article of the Profit and Loss Statement (next to the article of the current profit tax). 


	2.16. Information on affiliated persons 
	According to RAS 11/2000, the Company includes the information on affiliated persons in the form of separate section in the explanatory note, which is a part of the accounting statements. Thus, the specified data are not applied at formation of the statements for the internal purposes as well as the statements drawn up for the state statistical supervision and credit organization, or other special purposes.


	2.16. information оn related parties
According to RAS 11/2000, the Company includes the information on related parties in the form of separate section in the explanatory note, which is a part of the accounting statements. Thus, the specified data are not applied at formation of the statements for the internal purposes as well as the statements drawn up for the state statistical supervision and credit organization, or other special purposes.



	2.4.8. Lease accounting of fixed assets 
	
	In compliance with the par. 8 “Instructions on reflection of transactions on lease agreement in the accounting” the Company accounts the value of received leasing property (if in accordance with the agreement of the parties the leasing property is accounted at Lessor’s balance) on the off-balance account 001 “Leased fixed assets”. The property is accounted on the account of estimate provided in the contract for acquisition of the leasing subject by the Lessor, excluding VAT. 
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