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EXECUTIVE SUMMARY

ThIS Report IS prepared m satisfactIOn of two portIOns of DelIvery Order 18

~ NERC DelIverable number 4 "Methodology on retail electrIcIty and transmISSIOn
tarIff formulatIOn and modIficatIOn m lIcenses," WIth ItS underlymg Statement of
Work Item I B(3), and

Statement of Work Item I B (2) "Determme a methodology for the appropnate
adjustments to tanffs to reflect mvestment costs"

ThIS Report conSIsts of five chapters To proVIde context for the remamder of the Report,
Chapter 1 outlInes the retaIl pncmg system reqUIred by the Regulated Tanff SupplIer lIcenses
Issued to Local Electnc Compames m Ukrame The Chapter does not dISCUSS the system
bemg used m Ukraine as of the tIme the Report IS bemg wntten, as It IS presumed that
Ukrame WIll begm to Implement the lIcense-based system m October 1998 and completely
phase out the current system by the end of the year

Chapter 2 presents baSIC pnnclples WhICh should gUIde any consIderatIOn of prIcmg
Regulated pnces should adhere to four fundamental prmclples Pnces should proVIde

~ UtIlItIes the abIhty to attract suffiCIent capItal to mvest m the busmess to make It a
gomg concern

UtIlItIes an mcentIve to operate effiCIently

Consumers an mcentIve to consume effiCIently

~ The appropnate transfer of funds from consumers to utIlItIes

Underlymg these four pnnclples IS an even more baSIC prmcIple pnces should reflect all the
costs of provIdmg and consummg the servIce These costs should be future-onented costs,
and should mclude costs, such as pollutIOn, that are placed on thud partIes Chapter 2 bnefly
dISCUSS mcentIve ratemakmg, and then proVIdes a detaIled exposItion of the functIOnahzatIOn,
classIficatIOn, allocatIOn and pncmg deSIgn method used to set regulated pnces m the Umted
States The pnmary conclUSIOn drawn by thIS sectIOn IS that reSIdentIal and small commercIal
pnces are too low, and mdustnal pnces too hIgh Chapter 2 concludes WIth a dISCUSSIOn of a

--------------- HaglerBallly ---------------
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ExecutIve Summary ~ S-2

benchmarkmg method to compare the cost filmgs made by regulated Local Electnc
CompanIes

Chapter 3 presents a recommendatIon to change the way that the allowable profit IS
establIshed for Local Electnc CompanIes and the mgh voltage company m Ukrame
Currently, there IS no systematIc method of establIshmg a reasonable level ofprofit The
allowed profit level IS set In a completely arbItrary, utterly non-transparent manner In a
market economy, profit IS generally the most Important conSIderatIon followed by the owner
ofa company It IS therefore Imperative that Ukrame adopt a ratIOnal orderly method of
estabhshmg a reasonable profit ThIS Chapter recommends that the allowed profit be set by
usmg a rate of return on rate base method

Chapter 4 dIscusses the long run margmal cost method of settmg low voltage fees ThIS
method, whIle generally an economIcally ratIOnal system, IS too advanced for Ukrame today
However, the owner of a LEC may sometIme m the future propose such a system, and NERC
should be prepared WIth a baSIC understandmg of the concept

Chapter 5 proposes changes m the methods used to set low voltage fees, Regulated Tanff
Suppher fees, and hIgh voltage charges Ukrame should move from the current two voltage
classes to four, and should establIsh more customer classes RTS fees, now set so that the
non-resIdential fee IS five times the reSIdentIal fee, should be changed to mcorporate
customer charges and per kWh charges Both these sets of changes would mcrease reSIdential
and small commercIal pnces over theIr current levels

--------------- Hagler Bmlly ---------------
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CHAPTER!
THE LICENSE-BASED RETAIL PRICING SYSTEM

11 RETAIL TARIFF SYSTEM IN UKRAINE TODAY

The electnc utIlIty mdustry of Ukrame has been disaggregated mto Its constItuent parts of
generatIOn, transmISSIOn, and dIstnbutIOn For purposes of settmg retaIl pnces, every
dIstnbutIOn company or Local Electnc Company (LEC) has been separated mto two parts I

the operatIOn of the phySIcal part of the system, or the '·wIres" servIce, and the supply
busmess, whIch mvolves the buymg and sellmg of energy, bIllmg and related servIces The
two parts of the dIstnbutIOn busmess are separately hcensed and pnces charged for theIr
unbundled servIces are separately establIshed The Wires servIce operates accordmg to the
Low Voltage Network Operator (LVNO) hcense, under wmch It charges a regulated pnce,
called the ·'LVNO fee" or the "'low voltage fee," for provIdmg dIstnbutIOn servIces The
supply busmess operates under the Regulated TarIff Suppher (RTS) hcense, chargmg a
regulated "'RTS fee" or '"supply fee" for ItS servIces

ThIS paper IS pnmarily concerned With mvestments that affect the low voltage fee, because
the low voltage fee IS deSIgned to recover the cost of runmng the phySIcal system, and
therefore thIS IS where the bulk of the mvestments by a LEC WIll be made

Under the RTS hcense, a LEC's retaIl pnce charged to any customer should be establIshed
accordmg to the followmg formula

Pncel) = Low voltage feel + Supply fee) + Cost of energy + ReconClhatIOn
(1-L I)* *(1-L1)

LI stands for the techmcallos~ factors for the I'th voltage classes Today, there are two
voltage classes 35-154 kV and less than 35 kV Each voltage class has ItS own loss factor,
wmch covers only techmcallosses and not commercmllosses such as non-payment and
theft 2

1 Eventually the two separate parts of the dlstnbutlOn company wdl have to undergo separation to ensure fair
competitIOn between the dlstnbutlOn company's supply arm and Independent Electnclty Supphers, but thiS
separatIOn has not yet occurred

2 There should be a factor whIch compensates the LEC for some reasonable level of non-payment, because no
LEC anywhere m the world collects 100% of Its bills, but today no such factor IS mcluded

--------------- Hagler Bailly ---------------
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THE LICENSE-BASED RETAIL PRICING SYSTEM ~ 1-3

There also are two low voltage fees, one for customers connected at 35-154 kV and another
for customers connected at less than 35 kV The low voltage fee IS charged to both the LEC's
RTS affihate and to Independent Electnclty Supphers who sell electrIcIty to large retail
customers located m the LEC's low voltage franchIse area

There are two supply fees, one for the populatIOn and another for all other customers

The ReconCIlIatIOn component m the prIcmg formula IS deSIgned to prevent an RTS from
eIther profitmg or losmg from buymg and sellmg energy Under the formula, for any
customer class the energy component of the tanff IS determmed by proJectmg a prIce of
energy m the upcommg month The projected pnce ofenergy WIll never be perfectly
accurate Moreover, other dIfferences between forecast and actual parameters wIll be pnces
at whIch electrICIty IS purchased from generators that do not sell electrICity to the Wholesale
Market, the proportIOn of electrICIty purchased from small generators versus from
Energomarket, and the amount of electrICIty purchased under load profiles Therefore the
LEC WIll be owed3 more (or less) than It should, and the dIfference must be reconcIled For
example, the LEC may project that It WIll pay $30/MWh for energy and charge customers a
prIce determmed usmg that cost ofenergy, but then actually pay $32/MWh As a
consequence, It would lose $2/MWh on each MWh It sells It would be compensated for that
loss by mcludmg the shortfall m the cost ofenergy dunng the followmg month

An over-collectIOn (when the projected pnce exceeds the actual pnce) WIll give the LEe free
use of funds untIl the over-collectIOn IS returned to customers, whIle an under-collectIOn
(when the projected pnce IS less than the actual pnce) has the OppOSIte effect B customers
receIve a free use of the LEC's funds untl1 the under-collectIOn IS made up by the customers
These free uses of funds should be compensated through the apphcatIOn ofa rate of mterest
to amounts bemg reconciled It IS our understandmg that the applIcatIOn of such a rate of
mterest may be Illegal If so, the law should be amended, because such mterest charges are an
mtegral part of normal commerCial relatIOns

1 2 REVENUE REQUIREMENT

The first step m estabhshmg a regulated pnce IS to establIsh the "revenue reqUIrement" of the
regulated actIVIty The revenue reqUIrement IS the amount of money necessary to allow the
utIlIty the OpportunIty to recover all of ItS reasonably mcurred costs, mcludmg a reasonable
profit

3 We use the word "owed" because It IS up to the oblenergo to collect from Its customers amounts they owe It
However, we do recommend some sort ofmecham<;m to compensate the oblenergo for a reasonable level of
non-payments

--------------- HaglerBallly ---------------
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THE LICENSE-BASED RETAIL PRICING SYSTEM ~ 1-3

Today, when NERC sets the low voltage fee and the supply fee, It first establIshes a revenue
reqUirement Each LEe submIts a filmg that dIVIdes Its costs other than purchased power
costs4 mto two parts pnmary costs and payments from profit Pnmary costs are costs WhICh
can be deducted from revenues for purposes of computmg mcome taxes, payments from
profit are those costs WhICh cannot be deducted In detail, these costs are ~

Primary Costs of the Licensed ActiVity
1 Matenal Costs
2 Labor Costs
3 Payments or SOCial Measures
4 DepreCiation
5 Cost of Repairs
6 Cost of ElectriCity for Internal Needs
7 Cost ofUsmg Others' Transmission Networks
8 Other Costs
9 Total Direct Costs (sum of I through 8)
10 Indirect Costs
I I Total Direct and Indirect Costs (9+ I0)

Payments from Profit
12 For Development & ProductIOn Base
13 For Capital Investment
14 For Increasmg Turnover Funds
15 For SOCial Measures
16 For Incentives
17 For Other Purposes (land + transport)
18 To Investment Fund
19 To reserve Fund
20 DIvidends
21 Taxes from Profit
22 To Centralized Funds
23 Total Payments from Profit (sum of 12 through 22)

Grand Total (11+23)

4 Purchased power costs are to be recovered through the energy component of the RTS formula descnbed
above

5 The oblenergo first divides Its costs between generatIOn, distributIOn and supply Then distribution costs are
divided mto the two voltage classes (35-154 kV and less than 35 kV), and RTS costs are divided between
residential and non-reSidential customers A revenue reqUirement IS established for each voltage class and for
the RTS busmess as a whole

---------------- Hagler Bailly ----------------
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CHAPTER 2
PRICING PRINCIPLES

2.1 PRICE SETTING PRINCIPLES

The leadmg text on pubhc utIhty regulatIOn1 hsts four cntena to evaluate a pncmg structure

.. The productlon-motlvatzon or capltal-attractzonfunctzon - utIlItIes should charge a
pnce sufficIent to "mduce and enable" them to provIde the necessary servIces and
attract funds to make necessary capItal mvestments

The efficzency-mcentlve functzon - the pncmg structure should gIve utIhtIes an
mcentIve to operate effiCIently, to provIde any gIven level of servIces at the least cost

The demand control or consumer-ratzomngfunctIOn - consumers ofutIlIty servIces
should be provIded an mcentIve not to consume an exceSSIve amount ofthe servIces

The compensatory mcome transftr functzon - the pncmg structure should take mto
account SOCIety's desrres concernmg how much mcome should be transferred from
consumers to producers and among consumers

DIfferent weIghts are placed on these functIons, dependmg on the regulatory agency and the
servIce bemg regulated Each functIOn, however, should be weIghed when consIdermg the
deSIrabIlIty of a pncmg structure

More generally, pnces should reflect the costs of provIdmg the servIce By paymg a pnce that
reflects the true economIC costs of the servIce, a customer IS proVIded an mcentIve to
optImIze hIs consumptIOn of that servIce If a factory IS charged a pnce that IS hIgher (lower)
than the true economIC cost of the electncIty It consumes, then It wIll consume too lIttle (too
much) electncIty and Ukrame WIll be hurt econOmIcally

A corollary to the propOSItIon that pnces should reflect costs IS that a customer should be
charged for those costs that he causes Customer classes that consume a hIgher than average
proportIon of therr demand at the tIme of system peak demand use a greater proportIon of the
faCIlItIes that have been (or WIll be) constructed to meet peak demand, and therefore they
should pay for those costs

1 Prmclples ofPubbc Utlilty Rates, James C Bonbnght et ai, 1988 Heremafter, "Bonbnght"

_______________ Hagler Badly _
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PRICING PRINCIPLES" 2-2

"Costs" In tms sense means all the costs assocIated WIth the servIce PollutIOn, for example,
IS a cost, and should be reflected In the pnce charged to customers

Ideally, the costs reflected In pnces should be future costs, not past costs Adhenng blIndly to
pnces formed from past costs can lead to disaster m an mdustry, as pnces can be set far too
mgh or far too low However, m regulated mdustnes forward-Iookmg regulatIOn IS often
dIfficult, as the utilIty IS still supposed to earn a "reasonable" profit, neither too hIgh nor too
low, wmch may preclude chargIng the optImal level ofpnces

2 2 INCENTIVE RATE MAKING

One of the fundamental goals of the pncmg system should be to encourage the LEC to
operate effiCiently ThIs encouragement IS best provided by allOWIng the LEC to keep part of
the fruIts of Its labors There are numerous ways to do thIs, but they all start WIth one SImple
prermse change the LEC's pnces mfrequently Ifthe LEC's LVNO fee IS reset every year,
then It has httle IncentIve to operate more effiCiently, because after a year all of Its effiCiency
garns WIll go to ItS customers Change the LVNO fee every 5 years, however, and for 5 years
all effiCiency garns wIll go to the LEC An IncentIve pnCIng regIme sets the utilIty's pnce
Infrequently, and for a penod of years either keeps the pnce constant or changes the pnce
accordmg to a set formula 2 If the utIlIty can lower ItS costs durmg that penod, Its profits nse,
If ItS costs nse, Its profits fall hence the mcentlve to effiCiency

IncentIve-based pnCIng provides benefits both to the customers and to the regulated utIhty
The utIlIty's profits nse, whIle the customers' pnces fall Unfortunately, It must be added that
the nse In the utilIty's profits has a tendency to excite oppOSitIOn (as has happened m the
UK), because the fall In the customers' pnces are not attnbuted to the Incentive scheme
whIch raised the utIlIty's profits

The IncentIve pncmg reglffie descnbed m thIs sectIOn IS only one ofmany practiced In the
west It IS by far the slffiplest method, however, and the only one that seems appropnate for
Ukraine today The way the plan works IS thIs At the begrnnrng ofany Incentive pnCIng
regIme, the LEC's pnces are set usmg the standard cost-based methodology establIsmng Its
revenue requIrement mcludmg a reasonable profit, and then settmg the LEC's pnce equal to
ItS revenue reqUlrement diVided by ItS dehvenes The pnce (or, as m the UK, revenue) IS then
adjusted for InflatIOn less an "X" effiCiency factor For example, IfX IS 2%, then m a year
when mflatton IS 5% pnces (or revenue) are allowed to mcrease 3% (= 5% - 3%) In the
absence ofany mcentIve to reduce Its costs, the utIlIty WIll not do so, and 5 years later ItS
costs would stIll be at the same level (adjusted for InflatIOn) However, WIth an mcentlve to
reduce costs, the LEe WIll do so and earn extra profits dunng the 5 years between rate cases

2

______________ HaglerBaIlly _
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PRICING PRINCIPLES ~ 2-3

FIve years later, the utIlIty's pnces are reset, agam usmg the revenue reqUIrements method
Its costs are lower than they would otherwIse have been, so Its pnces are lower m years 6-10

because of the mcentIve scheme the LEe's customers pay lower pnces Once agam, from

years 6 through 10, all new effiCIency gams go to the LEe WIth this mcentIve, It reduces Its
costs and gams extra profits Its customers enJoy the lower pnces gamed from the mcentIve m
years 1-5 In year 11, there IS another rate case, and the cycle starts anew The customers are
even better off than at the end of the first 5-year cycle, as they now gam the benefits of 10
years of enhanced effiCIency

2.3 THE FOUR-STEP UNITED STATES METHOD

In the Umted States, utIlIties and regulators follow a four-step process for settmg pnces

I FunctIOnahzatIOn ofcosts mto theIr relevant categones For a UkraInlan local
dlstnbutIOn company, these categones would be

~ GeneratIOn
~ Heat
~ Low voltage servIces

~ 35-154kV
~ 04-10 kV

~ Supply servIces
~ ReSIdentIal
~ Non-resIdential

~ General

2 ClaSSIficatIOn of the costs In the US, costs are generally classIfied as eIther demand,
energy or customer-related costs

3 AllocatIOn of the costs to dIfferent customer classes, generally by use of accountmg
and other methods

4 DeSIgn of the pnces

Step 1 FunctIonahzation

ThIs step entaIls takmg every hne Item of the LEC's costs, decldmg upon Its functIOn and
then asSIgmng ItS costs accordmgly The functIOn of some Items IS ObVIOUS For example, for
purposes of settIng low voltage and supply fees, the entIrety ofgeneratIOn plant IS excluded
because It falls mto eIther the generatIon functIOn or the heat functIOn A 0 4 kV dlstnbutIOn
lme falls mto the °4-10 kV functIOn

______________ Hagler Ballly _
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PRICING PRINCIPLES .. 2-4

Other cost Items can not be so clearly assIgned to anyone functIon Common costs, for
example, are costs mcurred to provIde servIces to more than one actIvIty The costs ofan
office bUIldmg shared by members of the staffof the supply functIOn and the low voltage
functIOn do not neatly dIVIde mto one functIOn or another Moreover, m Ukrame today some
employees perform both LVNO and supply functIOns m therr work There IS some confuSIOn
In the electrIc Industry In Ukrame today about whIch functIOn certam actIvItIes fall Into The
demarcatIOn of actIvItIes IS actually farrly SImple Low voltage servIces mclude all actIvItIes
necessary to operate maIntaIn or upgrade the phySIcal network, and also mcludes the readIng
ofmeters The supply functIOn mcludes all actIVItIes related to buymg and sellIng of
electrIcal energy, IncludIng bIllIng and collectIOn, customer educatIOn, and purchasmg and
sellIng energy It IS our understandmg that today meters are read by the same staff who handle
bIllIngs and collectIOns Eventually, NERC should reqUIre thIs combmatIOn of dutIes to
cease, because the RTS branch competes agamst IESs, and the readmg of meters prOVIdes
Important commerCIal mformatIon to the RTS

Step 2 ClassIfication

The three prImary cost claSSIficatIOns are generally conSIdered to be

~ Demand costs, whIch vary With the level of demand ofthe customer

Energy costs, whIch vary With the quantIty of energy consumed by the customer

.. Customer costs, whIch vary With the number of customers served

Low voltage servIces are compnsed of all three categones of cost claSSIficatIOn, whIle supply
servIces Will generally be related to the thIrd category

______________ HaglerBallly _
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PRICING PRINCIPLES .. 2-5

TypICal classIficatIOns of chstnbution plant and expenses m the U S are 3

Demand Customer
Related Related

Distribution Plant
Land X X
Structures X X
StatIOn eqUIpment X
Poles, Towers and FIxtures X X
Overhead Conductors X X
Underground Conductors X X
Lme transformers X X
ServIces X
Meters X

OperatIOn Expenses
StatIOn expenses X
Overhead lme expenses X X
Meter expenses X
Customer mstallatIOn expenses X

Mamtenance Expenses
Mamtenance supervIsIOn and engmeerIng X X
Mamtenance of structures X X
Mamtenance of statIOn eqUIpment X X
MaIntenance ofoverhead lmes X X
Mamtenance of lIne transformers X X
MaIntenance ofmeters X

DeclSlons whether to claSSIfy the costs ofany actIVIty or asset to the demand classIficatIon or
mstead to the customer claSSIficatIOn reqUIres analySIS of the reason the actIVIty is undertaken
or the asset is bUIlt For example, the SIze of a SubstatIOn does not depend on the number of
customers behmd the substatIOn but rather the Size ofthe demand of those customers
SubstatIOn costs therefore are demand related costs MeterIng costs, on the other hand, are
unrelated to demand, and vary solely With the number of customers Metermg costs therefore
are customer related costs

For those costs whIch are related both to the SIze ofdemand and to the number ofcustomers,
some method of splIttmg the costs between the two categones IS necessary The SImplest

3 This table is taken from Electrzc Utzlzty Cost AllocatlOn Manual, by NatIonal ASSOCiatiOn of Regulatory
CommiSSiOners, January 1992, at 87-88

_______________ Hagler Badly _
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PRICING PRINCIPLES .. 2-6

method IS the mIrumum SIze method In thIs method, the utilIty calculates the mimmum SIze
ofeach urnt that It would need Just to serve the customers who use the facIlIty, IrreSpectIve of
theIr level ofdemand For example, what IS the IDIrumum SIze oflme transformers that would
be needed to serve the relevant customers? AnythIng m excess of that mIrumum SIze IS
ObVIOusly constructed for some other purpose, 1 e , to meet demand and therefore the
dIfference between the cost of the actual transformer and the mmImum-size transformer
should be classIfied as a demand-related cost

In the US, utIlItIes have been performmg mIrumum-sIze studIes for many years They
purposely keep therr books m ways that allow them to perform these studIes WIth relatIve
ease UkramIan LECs, however, have never performed such studIes, and do not keep theIr
records m a manner condUCIve to performmg such studIes We therefore do not recommend
that the LECs be reqUIred to perform such studIes Smce thIs IS the SImplest kInd of study
used for splIttmg costs between demand and customer related costs, we likeWIse do not
recommend that the LECs be reqUIred to splIt therr costs between customer related and
demand related costs However, If a LEC wants to perform such a study and splIt Its costs
between demand and customer related costs for pncmg purposes, we strongly recommend
that NERC allow the LEC to do so because such clasSIficatIOns help to create pnces wmch
more accurately aSSIgn costs to vanous customer groups

Step 3 AllocatIon

Once costs have been functIOnalIzed and clasSIfied, the next step IS to allocate the costs to
dIfferent customer classes Demand related costs should be allocated m a way that reflects the
contnbution of the customer class to peak demand The most common method IS by use of
the comcident peak method Each customer class's consumptIOn on the peak day IS dIVIded
by total consumptIon on the peak day, and the resultmg ratIO IS multIplIed by demand related
costs to allocate demand costs to that customer class The follOWIng table prOVIdes an
example

Class 1 Class 2 Total
Peak day consumptIOn (MWh) 100 300 400
ProportIOn ofpeak day consumptIon 25% 75% 100%
Demand costs (Hrn 000) 800
AllocatIOn ofdemand costs 200 600 800

The utIlIty may use the peak day ofthe entIre year to allocate costs, or some combmatIOn of
the peak days of anywhere from 2 to 12 months For example, the utIlIty may use the
comcident peaks ofDecember and January, If those are the two months ofthe year WIth by
far and away the mghest peak-day consumptIOn Many U S utlhties peak m the summer on
the hottest days ofthe year when the aIr conditwrung load peaks, and therefore should use
one or more of the summer peaks to allocate demand costs If the utIlIty's peak days over the

______________ HagierBa111y _
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PRICING PRINCIPLES .. 2-7

year are relatIvely flat, then the utIhty should use an average of 12 comcident peaks, one for
each month

Non-comCIdent peaks - the peak day ofeach customer class, IrrespectIve of the peak days of
other customer classes - are sometImes used to allocate costs However, thIs method IS
mdefensIble, as It IS the system peak that the utIlIty bUIlds Its facIlItIes to meet, and the peak
ofa customer class on a day other than the system peak IS Irrelevant to the utIlIty's deCISIon

Note The faIlure ofLECs m UkraIne to allocate therr costs between customer and demand
related costs, and the faIlure to allocate demand related costs by reference to peak day
consumptIOn, both result m too Iowa level ofcosts bemg allocated to reSIdentIal and,
to a lesser extent, to small commerCial customers The consequence of these two
faIlures IS that the low voltage fees and supply fees charged to reSIdentIal customers
are too low The extent of thIs under-pncmg IS ImpOSSIble to quantIfy accurately m
thIs paper, but should be estImated m any future determmatIon ofLVNO fees

Step 4: DeSign ofPnces

The final step m the process IS to deSIgn pnces ThIs IS a remarkably broad tOpIC PreCIsely
how thIs IS done has been the subject of many books, and no attempt to summanze tlus step
WIll be done here

2.4 BENCHMARKING

When evaluatmg the :filmg made by a LEC to change ItS LVNO and RTS fees, NERC should
compare the costs mcurred by the LEC WIth costs mcurred by SImIlar LECs ThIs process IS
generally known as benchmarkmg Whenever a LEC's costs are substantIally hIgher or lower
than the costs of SImIlar LECs, It should be reqUIred to explaIn the reasons for the dlspanty

We have performed a study of the filIngs made by all 27 oblenergos to change theIr LVNO
and RTS fees It IS attached as AppendIX A We dIVIded the oblenergos mto four groups and
calculated the average cost per MWH m each lme Item of costs for each of the four groups
We then compared the average costs of the oblenergos m that group to the group average We
also calculated for each group the average proportIOn ofeach hne Item of costs to total costs,
and then compared each oblenergo's proportIOn for each hne Item to the group average
proportIOn

It must be pomted out that the costs as :filed by the LECs are not completely accurate, m that
they have not been stnngently audIted by NERC, OWIng not to any faIlures on the part of
NERC personnel, but rather to the extraordmary understaffing ofNERC's Department of
Llcensmg and Pncmg NERC should make It a frrst pnonty to begm to mcrease the SIze of
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PRICING PRINCIPLES ~ 2-8

the Department, not mcreasmg It ImmedIately to the optnnum sIze, but rather mcreasmg It m
steps untIl the appropnate SIze IS reached The appropnate SIze can only be estImated WIth
tIme and expenence WIth an expanded Department, but for a begmnmg we would strongly
urge that the SIze of the Department be doubled

NERC should use the benchmarked costs to compare costslMWh across LEes In general,
NERC should concentrate on cost categones whIch are hIgh In cost/MWh relatIve to other
cost categones Second, for any partIcular oblenergo NERC should concentrate on cost
categones whIch are hIgher than the oblenergo's group average

In ChIle, benchmarkIng IS used m a shghtly dIfferent manner The ChIlean regulator dIVIdes
the LECs mto three groups hIgh, medIum and low dIstnbutlOn denSIty The regulator then
calculates standard costs for each group and uses those standard costs to set the ChIlean
eqmvalent of a combmed LVNOIRTS fee for the LECs m each of the three groups If a
LEC's costs are lower than the pnce set by the regulator, It makes a profit, IfhIgher, It loses
money 4 ThIs system prOVIdes the ChIlean LECs a powerful mcentIve to cut costs ThIs
system cannot be fully transplanted to Ukrame, WIth ItS 27 oblenergos and countless
mIcronets However, the pnncIple can be partIally apphed, usmg the benchmarked costs of
sunIlar LECs For example, If aLEC's costs of matenals are far hIgher than other LEes'
matenals costs, and the LEe has no reasonable explanatIOn for the dispanty, then III settIng
the LEC's revenue requIrements the matenals costs should be set at the group average cost

4 "How should It be done? ElectriCity regulation m Argentma, BrazIl, Uruguay, and ChIle," by Pablo T Spiller
and LUIS VIana Martorell, at 114, m InternatIOnal Comparisons afElectncity RegulatIOn edIted by RIchard J
GIlbert and Edward P Kahn, Cambndge Umverslty Press, 1996
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CHAPTER 3
PROFIT AND RETURN ON INVESTMENT

3.1 INTRODUCTION

ThIS chapter proposes changes In the method used to set the profit component of the low
voltage fee and the hIgh voltage gnd charges The current system used by NERC to set the
profit level III the revenue reqUIrements for LVNO and RTS servIces IS utterly arbItrary It IS
ImpOSSIble for the utlhty to predIct what profit level NERC WIll allow, and mdeed SInce
NERC follows no precIse pnncipies In settmg the profit level NERC may raIse or lower the
profit level based solely on a whIm I

32PROFIT

One of the four pubhc utIlIty pncmg cntena proposed by Bonbnght, the ProductIOn­
MOtIvatIOn or CapItal-AttractIOn FunctIOn, IS especIally relevant to capItal mvestments

Pubhc utIlIty companIes are permItted to Impose charges for theIr servIces largely m
order to Induce and enable them to supply these servIces and to make proVISIOn for
then contmuatIOn and for theIr requned expanSIOn Reasonable rates are rates
adequate to yIeld revenues that Will cover alllegItlmate operatmg expenses plus a
return on mvestment suffiCIent to mamtam sound corporate credIt and to attract
reqUIred amounts of new capItal 2

NERC's approach to establIshmg the revenue reqUIrement IS ternbly flawed In Its approach
to profit NERC's approach arguably IS SUItable for an economy m whIch the state owns all
productIve assets and controls all economIC actIVIty from the center In such an economy,

1 The lIcense prIcmg system, however, IS far better than the system m place as of thIs wrltmg Today there IS
far less varIance across the country m prIces than m the cost ofprovldmg servIce Therefore, NERC must set
dIfferent wholesale prIces to dIfferent LECs NERC can and does change these wholesale prIces to substantIally
raIse or lower the profits of LECs ThIS system should not be allowed to contmue as It has the effect of
substantIally lowermg the prIce paid for LECs III the prIvatizatIOn process, and, once LECs are prIvatized, thiS
system would destroy any mcentlve any LEe would have for mvestmg, as NERC could eaSily, With the stroke
ofa pen, wipe out any profit from that mvestment

2 Bonbnght at 92-93

_______________ Hagler Bailly _
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PROFIT AND RETURN ON INVESTMENT ~ 3-3

there are no real dIfferences between, for example, mcome taxes, dIvIdends and retamed
earmngs - all of these belong to the state

In any market economy, however, "profit" IS the proceeds provIded to the owners of the
enterprIse as a return on theIr mvestment mto the company Taxes, for example, are not part
of profit Taxes go to the state, not to the enterpnse Expenses that are payments to outsIde
entItles and that cannot be deducted for purposes ofmcome taxes, such as payments "To
CentralIzed Funds" (lIne 22 ofNERC's revenue reqUIrements formulatIOn), are lIkewIse not
profit

Profit, properly measured, equals revenues mmus all expenses, mcludmg all taxes and
expenses that cannot be deducted for purposes of calculatmg Income taxes The company
may use ItS profit In eIther of two ways to pay dIVIdends or to re-mvest In the busmess
Therefore, only lInes 12-14, 17, 19 and 20 In NERC's revenue reqUIrements formulatIOn are,
properly speakmg, profit Even some of these hnes are m part not profit Lmes 15, 16, 18,21
and 22 are not profit

There IS no systematIc relatIonsrup between profit and mvestments m NERC's system of
calculatIng the revenue reqUIrements Increased mvestments mayor may not mcrease pnme
costs However, aLEC wruch mvests, say, $1 mIllIon to construct a substatIOn WIll want to
earn a return - a profit - on that Investment Under NERC's formulatIOn, however, the
LEC has no Idea what Its profit on that mvestment WIll be Therefore, potentIal mvestors WIll
not be able to determme WIth any certamty the rate of return that they can expect on theIr
mvestment m the energy sector

If potentIal mvestors do not clearly understand how theIr return on mvestment IS to be
calculated, then thIS WIll dIrectly mcrease theIr perceIved nsks and theIr reqUIred return on
mvestment An mvestor determmes the pnce he WIll pay for the LEC by calculatmg the free
cash flow' he expects to receIve m each year and dlscountmg that cash flow by hIS reqmred
rate of return The hIgher the mvestor's reqmred rate of return, the lower the prIce he WIll
pay In short, NERC's profit formulatIOn, by mcreasmg nsk and therefore mcreasmg the
reqUIred rate of return WIll decrease the pnce mvestors are wlllmg to pay for the LECs

The owner of a company uses the cash It receIves from the operatIOns of the company, after
payment of expenses, In eIther of two ways to pay dIVIdends or to remvest m the company
Therefore, an mcrease In the profit whIch the owner of a LEC earns should be spht between
dIVIdends and remvestment m the LEC, and the owner should be reqmred to explam to
NERC exactly how much profit It mtends to reInvest m the LEC and how NERC should also

3 "Free cash flow' IS the cash proVided by the busmess to the owner of the busmess, and In Ukrame consists of
profit after taxes plus depreCiatIOn less new mvestments

_______________ Hagler Bailly _
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PROFIT AND RETURN ON INVESTMENT" 3-4

obtam the Investment plan made to the State Property Fund by any buyer of the LEC through
the prIVatizatIOn process to compare the plan the Investor submItted to the SPF wIth the plan
the company submIts to NERC

NERC's formulatIOn of profit also proVIdes a perverse mcentIve to the LEC to mcrease costs
If the appropnate profit IS deemed to be some standard proportIOn of pnmary costs, then the
hIgher the LEC's pnmary costs, the hIgher IS the profit the LEC IS allowed to earn The only
ratIOnal response to such an InCentIVe IS to Increase pnme costs

NERC does not apply the costs from profit component to LECs In such a way that each LEC
IS to earn precIsely the same profit percentage Profit percentages vary from LEC to LEC
Profit percentages also vary withm a LEC, the voltage class 1 and voltage class 2 profit
percentages are not necessanly the same withm aLEC 4 However, these profit percentages
are a measure whIch NERC conSIders when settIng LVNO and RTS fees and therefore are
Important

3.3 SETTING THE APPROPRIATE PROFIT

3 3 1 IntroductIon

Rate of return regulatIOn IS the predommant regulatory method applIed to mvestor-owned
utIlItIes m the U S Under the typIcal rate of return method, the total annual revenue
reqUIrement ofthe utIlIty IS the sum of ItS

.. O&M expenses

.. deprecIatIOn expense

.. mcome taxes and other taxes and

.. a return on rate base

The first three categones of costs are practIcally the same as m Ukrame The fourth category,
return on rate base, IS dIfferent

A utIlIty's "rate base" conSIsts of the costs of ItS Investments m the regulated actIVIty Thus,
the rate base generally conSIsts of utilIty plant In servIce (measured at ongInal cost,
sometImes adjusted for mflatIOn) less accumulated depreCIatIOn, plus workIng capItal, plus,
generally, constructIOn work In progress, and less contnbutIOns or grants m aId of
constructIOn

4 Compare, III AppendIX A, the first 3 rows of Tables I-Ia I-2a,2-la and so on
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PROFIT AND RETURN ON INVESTMENT" 3-5

The return on rate base IS mtended to provIde the company wIth a return - or profit - on
those mvestments m the regulated actIvIty 5 Accordmgly, the "rate" of return IS often vIewed
as that rate whIch the company has actually mcurred to make the mvestments CapItal
mvestments typIcally are financed through some combmatIOn of long-term debt and eqUIty
(common stock and, sometImes, preferred stock) The rate of return IS set at a suffiCIent level
to pay the annual mterest cost ofdebt capItal and to proVIde a fau return on the eqUIty capItal
that IS mvested m the assets ofthe utIbty

3 3 2 Rate Base

There must be an mitIaI base upon whIch the return IS calculated, Ie, a percentage rate of
return on X Almost unIversally, the regulatory bodIes m the west compute the return
component on rate base

The use of rate base IS mtended to reflect the mvestment that has been made m the assets of
the utIhty that are "used and useful" m the prOVISIOn of utIhty servIce The plant should be
"used" to prOVIde the regulated servIce, and It should "useful" for that purpose UtIlIty plant
m servIce generally compnses the bulk of the rate base measure

The rate base conSIsts pnmarily of the followmg components

(A ) Net Plant m ServIce = Ongmal Cost of Electnc Plant m ServIce less
Accumulated DepreCIatIOn (m Ukrame, adjusted
for mflatIOn)

Plus

(B) Workmg CapItal = Matenals and SupplIes, and Cash Workmg CapItal

Plus

(C) ConstructIon Work In Progress

Less

( D) Customer Advances and ContnbutIOns In AId Of ConstructIOn

5 DepreCiatIOn expense proVides a return of the Invested capital
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Each of these rate base components IS bnefly dIscussed below

2

Begmnmg Balance + Endmg Balance
Average Balance =

Rate Base Item Hryvna (000)

1 Electnc Plant m ServIce (Ongmal Cost) 500,000

Less

2 Accumulated DepreCIatlOn 225,000

3 Net Plant In ServIce 275,000

Plus
4 Matenals and Supplies 5,000
5 Cash-Workmg CapItal 1,000
6 ConstructIOn Work m Progress 12,000
Less

7 Customer Advances 1,000
8 ContnbutIOns m AId of ConstructIon 2,000
9 Rate Base 290,000

In a country such as Ukrame WhICh has undergone severe hypennflatIOn, the correct
valuatIOn of the plant IS both problematIC and Important Currently, the utIlIty plant m servIce
m Ukrame may be undervalued or mconsistently valued from one utIlIty to the next Ukrame
has attempted to revalue the assets ofUkralman companIes, but It IS our understandmg that
the revaluatlOn has been mcomplete and maccurate ThIS makes the use of plant m servIce as

The conventIOnal approach to valumg the electnc plant IS through the use of the ongmal cost
of the plant m servIce In an enVIronment of low mflation and a stable electnc power
mdustry, the use of ongmal cost IS SImple In such an enVIronment, there are sometImes
dIsputes, mostly related to the cost of financmg the mvestment dunng the penod of ItS
constructIOn, but, once tills ongmal cost IS establIshed, It does not change over the lIfe of the
asset Accumulated depreCiatIOn IS likeWIse SImply a matter of accountmg records

The electnc plant m servIce IS not the same at the end of the year as It IS at the begmnmg of
the year New mvestments are made and eXIstmg assets are depreciated another year
Generally, thIS IS handled by taking the average balance over the year m a manner that
assumes mvestments are made at a constant rate over the year

The followmg hypothetIcal example Illustrates these rate base components

I
I
I
I
I
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PROFIT AND RETURN ON INVESTMENT ~ 3-7

the basIs for computmg return somewhat problematIc (although as noted below m sectIOn
3 6, a check of four oblenergos reveals a faIr degree of consIstency across oblenergos)

Other countnes, such as Germany when East and West Germany umted, have addressed thIs
same problem WIth aggressIve asset revaluatIOn campaigns It would be desIrable for Ukrame
to do so, but It IS sImply a fact that thIS WIll not occur pnor to the pnvatizatIOn of the
oblenergos After pnvatIzatIOn, mdividual LECs wIshmg to revalue theIr assets should
present to NERC detaIled JustIficatIOn for the values they obtam

Other suggestIons have been made that the Charter CapItal Fund may be a proxy for the rate
base plant valuatIOn The ments of thIS suggestIOn would need to be exammed on a case by
case baSIS, but m general thIS suggestIOn seems mappropnate because, for oblenergos, the
Charter CapItal Fund IS sImply the book value (depreciated ongmal cost of assets) of the
company as of January 1995, not adjusted for subsequent mflatIOn, WhICh has been
substantIal The resultmg number IS probably too low for all of the LECs, as It generally
would not prOVIde suffiCIent funds to finance new capItal mvestment

Part of any revaluatIOn process should be an analySIS of the potentIal revenue effects on the
LEC under the dIfferent regulatory schemes

An mvestor that buys an oblenergo wIll want a return on that mvestment The value that IS
placed on the rate base and the rate of return allowed on that rate base WIll prOVIde the
mvestor mformatIOn about how much return he can expect The mvestor WIll then calculate
hIS bId pnce based upon hIS deSIred rate of return In essence, then, NERC IS the ultImate
arbIter of the value of the LEC's assets, because NERC determmes the company's allowed
profit, eIther through the current system or through the return on rate base system

Because oftrus fundamental finanCial relatIOnshIp, once a rate base has been developedfor a
LEe, NERC should not adjust the rate base of an oblenergo sold to an mvestor to reflect the
dIfference between ongmal cost and acqUISItIOn cost The mvestor has already done so m the
pnce It pays for the oblenergo However, If an mvestor buys a LEC under the current regIme
(WIthout usmg return on rate base) and later makes a filmg at NERC proposmg a rate base for
the LEC, It IS arguable that NERC should use the pnce the buyer paId for the stock It
purchased as the measure of rate base For example, If the buyer buys 50% of a LEC for Hm
10 mIllIon (after adJustmg for debt payments, other comnlltments outSIde the cash purchase
pnce, and any other factors such as non-utIhty assets m the company), then the value of the
rate base IS Hrn 20 milhon

To be mcluded m rate base, plant should be used and useful m provIdmg utIhty servIce As a
legacy of the SOVIet Umon, UkrainIan companIes tend to own assets, such as kmdergartens,
hospItals and farms, that they would not own in a normal market economy These assets tend
to be used to proVIde benefits to employees m heu of wages Ascertammg whether such an

_______________ Hagler Bailly _
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PROFIT AND RETURN ON INVESTMENT ~ 3-8

asset IS actually used m such a way, however, would be very dIfficult on a case by case basIS
We therefore recommend that NERC follow the rule contamed In SectIOn 549 of the Law of
UkraIne On Company Income Tax, 1 e , that such facl1ltles may be mcluded m rate base only
If on the company's balance sheet as of the date the law was enacted, July 1, 1997

Not every mvestment, even If used and useful, should be mcluded m rate base The
mvestment should also have been prudently mcurred The pnmary type of Imprudent
mvestment IS an mvestment whIch cost too much money to buIld In the Umted States,
numerous electnc compames were found to have spent too much money constructmg nuclear
power faCIlItIes, and therefore were not allowed to place the entIre mvestment m rate base In
considenng whether an Investment was prudent, the appropnate tIme frame IS the tIme the
mvestment was made If, at the tIme, the mvestment would have been considered sound by
any reasonable person, but then later unpredIctable, major changes occurred whIch rendered
the mvestment uneconomIc,6 generally the utIlIty should not be reqUIred to shoulder the
entIre amount of the uneconomIc cost Rather, the uneconomIC portIon of the cost should be
shared between the utilIty and ItS customers

It has been suggested that NERC should obtam a constructIOn cost database from a western
source and use the database to check the prudence and accuracy of the LEC's cost
calculatIons We have mvestIgated constructIOn cost databases used m the west Usmg them
m Ukrame IS not feaSIble because the costs of labor and matenals are far dIfferent m Ukrame
than m the west

Workmg Capital

The allowance for workmg capItal m rate base allows the enterpnse to earn a return on the
followmg mvestments

~ the prudent mvestment m mventory of parts and supphes

~ the mvestment reqUIred to finance operatmg costs m advance of receIpt of revenue
~ mmlmum cash balances

The latter two categones ofcosts are generally called cash workmg capItal A utIlIty reqUIres
cash to pay ItS day to day operatmg expenses for the tIme penod dunng whIch the utIlIty has
prOVIded electnc servIce to ItS customers and has not yet been fully paId for the servIce In
the US, there are two mam methods of determmmg the appropnate level of cash workmg

6 In the US, a claSSIC example of thIS IS contracts forthe purchase of power at a fixed pnce There are many
mstances of compames entermg mto contracts at a pnce that was reasonable at the time the contract was SIgned
but then the market pnce fell substantIally, leavmg the contract prIce far above the market prIce Generally (but
not always) m such a case the contract pnce would be deemed to have been prudently Incurred
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capItal to mclude m rate base lead-lag studIes and the 45-day rule Lead-lag studIes are data
mtensive studIes of the tIme dIfferences between the provlSlon of servIce and the collectIOn
of revenue for that servIce versus the tIme dIfference between the rendItIon of a servIce and
the payment ofexpenses mcurred to render that servIce The average cash balance related to
receIvables IS compared to the average cash balance related to payables, and the net sum
added to (or, effectIvely, subtracted from) from rate base

In the alternatIve, utIlItIes frequently SImply assume that the average net balance equals 45 of
estImated operatIons and mamtenance expense (or annual operatIOns and mamtenance
expense dIVIded by 8) ThIs obvIOusly IS an extremely easy number to compute, but Just as
obvIOusly IS also arbItrary and may not be at all applIcable to Ukrame

Construction Work ID Progress

LEC accountmg records mclude an Item entItled Assets Under ConstructIon The mclusIOn of
constructIOn work m progress m the rate base recogmzes the utIlIty's need to meet debt
reqUIrements to proVIde a return on eqUIty that may have been employed to finance
constructIOn work m progress The mam argument agamst allowmg constructIon work m
progress m the rate base IS that current customers are bemg forced to finance assets that are
not used and useful m provIdmg current servIces CountervaIlmg arguments are that the
utIlIty provIdes contmumg servIce and that allowmg constructIOn work m progress m the rate
base helps smooth out pnces over tIme

Customer Advances and ContrIbutIOns

Customer advances and contnbutIOns are excluded from rate base under the ratIOnale that the
utIlIty should not receIve a return on funds that they dId not mvest If the ongmal cost of an
asset IS, say, I mIllIon Hryvna, of WhICh the customer paid 200,000 Hryvna, the ongmal cost
for purposes of rate base should be 800,000 Hryvna (= 1,000,000 - 800,000) The ratIO of
LEC-financed cost to total cost should lIkeWIse be applIed to accumulated deprecIatIOn for
that asset In our example, 80 percent (= 800,000 - 1,000,000) of depreCiatIOn would be
applIed to the LEC's portIOn of the ongmal cost
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3 3 3 Rate of Return

IntroductIOn

The most Important CrItenon In selectIng a partIcular rate of return IS Its capital-attractmg
efficIency SelectIOn of a sUItable rate of return, whIle not easy, IS extremely Important A
well-defined rate of return component, and a conSIstent regulatory treatment wIll contnbute
over tIme to an Improved Investment envIronment In contrast, an Ill-defined return
component WIll create m the mmds of mvestors addItIonal uncertamtIes that will translate to
mcreased capItal costs Over tIme, thIS WIll act to mcrease the cost of servIce whIle reducmg
the quahty of servIce

The return component should conSIst of the costs offinancmg the company's assets,
pnmarIly the mterest cost on debt and a return on the eqUIty capItal mvested m the assets of
the utIhty that are used m provIdmg servIce The return on eqUIty component that IS referred
to IS approxImately eqUIvalent to the net operatmg mcome less mterest costs that IS reported
m standard (western) financial statements

The mclUSIOn of non-return elements m the return component, such as Items normally
assocIated WIth operatmg expenses, IS mappropnate

Short term debt should generally not be mcluded m the calculatIOn of the rate of return
because short term debt IS not used to finance capItal mvestments However, to the extent that
short term debt IS actually used to finance capItal mvestments, espeCIally constructIOn work
m progress, It should be mcluded m the calculatIon

Several methods have been used m the U S m determmmg a faIr rate of return Often,
eVIdence from more than one method IS used, together WIth the sUbjectIve Judgement of the
regulators, to deCIde on the allowed rate of return

The most WIdely used method apphed to determme an appropnate rate of return uses the
enterpnse's weIghted average cost of capItal An enterpnse's total mvested capItal IS dIVIded
mto long-term debt, preferred stock, and common stock Retamed earnmgs are treated as a
component ofcommon stock

_______________ Hagler BaIlly _
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Return on
Total CapItal

55%
12%
64%

131%

Annual Cost
10
12
18

Per Cent of
Total CapItal

55
10
~

100

Long Term Debt
Preferred Stock
Common Stock EqUIty
WeIghted Average Cost of CapItal

Estlmatmg the cost of common stock IS far more complIcated and sUbjectIve Numerous
methods of determmmg the approprIate rate of return on eqUIty have been developed Each
method has Its advantages and ItS dIsadvantages, Its proponents and Its opponents
Unfortunately, none of the major methods can be dIrectly applIed to Ukrame However,
because elUCIdatIOn of these methods yIelds mSIghts mto the motIvatIOns of mvestors, each of
the major methods IS dIscussed below m turn

Semor capItal conSIsts of long term debt and preferred stock The actual fixed charges for
long term debt and the actual dIVIdend reqUIrements for preferred stock are tradItIonally
known WIth fair preClSlon Therefore the actual annual cost (m money) for thIS semor capItal
can be readIly computed

The cost of capItal IS then detennmed as the weIghted average cost of these three
components, as Illustrated m the followmg example

The DIscounted Cash Flow (DCF) method of valumg common stock IS premIsed on the
notIOn that an mvestor buys a stock to obtam cash Accordmgly, the technIque places a value
on the flow of cash to the owner of the stock through tIme Smce a dollar receIved next year
IS worth less than a dollar receIved today, future cash flows are dIscounted by an mvestor's
reqUIred rate of return The DCF technIque IS a method ofdlscovenng what that reqUIred rate
of return IS

For example, If Po = $100 and k = 10%, then D1 = $10/year

A stock IS ultImately valuable because It prOVIdes cash to the owners of the stock ThIS cash
comes from dIVIdends and from capItal appreCiatIon, and ultImately capItal appreCIatIon
comes from expected dIVIdends sometIme m the future If there were no growth III the rate of
dIVIdends, an mvestor who mvested Po dollars III an asset WIth a rate of return, or dIVIdend
rate, ofk% would receIve D1 dollars per year

I
I
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Po =

+gk=

the market pnce of the stock
the expected dIVidends per share at the next Issuance date
mvestors' reqUIred rate of return
the growth rate of dIVIdends

where, as stated above

Rearrangmg

Under the mathematICS of geometnc senes, addmg a constant growth rate of g% per year
modIfies thIS formula to mtroduce a "mmus g" term m the denommator

ThIS IS the DCF formula gIven (a) the company's dIVIdends (and the nsk of not receIvmg
those dIVIdends), (b) the current pnce ofthe stock and © the (expected, constant) growth rate
of the stock, the mvestors' reqUIred rate of return can be denved

k-g

Po =

Dj =

k =

g =

Rearrangmg thIS formula, we obtam a formula for the pfIce of a stock With no dIVIdend
growth

There are msuperable problems WIth applymg thIS DCF formula m Ukrame LECs' common
stocks pay lIttle or no dIVIdends and the growth rate m dIVIdends IS unknowable InspectIOn
oftms formula yields mSIghts, however

There IS some fIsk that the Investor wIll not really obtam D( dollars/year ThIs fIsk IS
mcorporated In the k term There are some entItIes whIch an mvestor would be wIllmg to
lend, say, $100 m return for the promIse of $10 per year m perpetlilty, whIle there are others
whose abIhty to pay an annual dIVIdend or return the prmcipal amount IS less certam, and
therefore the mvestor reqUIres an annual payment of $20 m return for the loan of $1 00

_______________ HaglerBallly _
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An mvestor has optIOns about where to Invest hIs money The pnce he pays for the
stock depends on the fIsk of the stock The greater the fIsk and hence the greater the
reqUired rate of return, k, the lower the pnce of the stock NERC should work to
lower the reqUIred rate of return by reducmg the nsk of the mvestment

The pnce of any stock WIll reflect the value of the current dIvIdends but also the
expected growth ofdIvIdends The hIgher the future growth m dIvIdends, the hIgher
the pnce of the stock NERC should act to mcrease the rate of growth of future cash
flows to owners of the LECs

Earnmgs-Prlce RatIOS

ThIS method was once somewhat common In the US, but has SInce wanted In populanty
Use of the earnmgs-pnce ratIO mIght under some CIrcumstances yIeld a proxy for the ratIo of
dIvIdends to pnce ratIO used m the DCF methodology An earnmgs-pnce ratIo expresses the
relatIOnshIp between reported annual earnmgs (or profit) per share and the quoted stock pnce
of the company The ratIO IS computed by applymg the earmngs/share for a gIven year to an
average pnce of the stock for that year

Assume, for example, the followmg (hIghly SImplIfied) facts for a hypothetIcal company

Earnmgs 1,000,000 Hryvnas
Number of shares outstandmg 500,000
Earnmgs per share therefore equals 1,000,000 - 500,000 = 2 Hryvnas per share

Assume the market prIce of the stock IS 20 Hryvnas/share Under these CIrcumstances, WIth
Internal Investments yleldmg the same return as the mvestor's reqUIred rate of return and,
crucIally, no expected growth m earnmgs, applIcatIOn of the DCF formula would yIeld a
reqUIred rate of return of 10% earnmgs - pnce = 2 - 20 = 10%

ObVIOusly, the assumptIOn of zero growth m earnmgs IS now untrue m Ukrame WhIchever
mvestors buy the LECs, they WIll make mvestments, and earnmgs, now dIsmal, WIll Improve
Agam, however, It IS Important to note that the reason thIS methodology ever had any favor
was ItS emphaSIS on what matters to mvestors - profits

Comparable-Earmngs Test

Another popular method ofestImatmg the reqUIred rate of return on eqUIty IS the comparable
earmngs test In bnef, thIS methodology works on the assumptIOn that an Investor demands a
rate of return equal to the rate of return he can earn on mvestments of comparable rIsk The
Intellectual debate m thIS method generally centers on Just what IS a stock of "comparable
nsk" For the Ukramian power sector, whIch IS trymg to attract foreIgn, strategIc mvestors,

_______________ Hagler Bailly _
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what is relevant IS not comparable companIes withm Ukrame but rather comparable
companIes m countnes comparable to Ukrame A foreign electnc utilIty seekmg to mvest
overseas wIll compare UkraIman LEes to LECs aVailable for purchase all over the world
South Amencan, Afncan, ASIan and so on

3.4 REGULATED TARIFF SUPPLY PROFIT

The Regulated Tariff Supply functIOn uses very lIttle phYSICal capital, so that a return on
capItal may be the wrong method to use to set the profit component of the RTS revenue
reqmrement It IS arguable that mstead the RTS profit should be set at a percentage of costs,
Just as NERC now does

In the UK, the regulator set a profit percentage of 1% of revenue, mc1udmg the cost of
energy, for the UK analog of Ukrame's RTSs A figure of 1% obVIOusly IS arbItrary - why
1%? why not 2% or 0 5% or 1 1%? - but the regulator forthnght admitted that he could find
lIttle mtellectual baSIS upon which to select a number 7 That VOid IS equally true of the
Ukralman RTSs

LECs m Ukrame currently follow pnmitlve bIllmg and collectIOn systems They should
mvest substantial amounts m computers, software and trammg to Improve those systems The
profit portIOn of the RTS fee should reflect thIS need by allowmg suffiCIent funds to the RTS
to make these mvestments

7 The Supply PrIce Control Proposals, Office of ElectriCity Regulation, 1994 at 31
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I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

PROFIT AND RETURN ON INVESTMENT ~ 3-15

3 5 COUNTRY RISK

ProspectIve mvestors mvestigatmg possIble mvestments m another country weIgh the nsks of
mvestmg m that country relatIve to the nsks of mvestmg mother countnes The standard
country nsks mclude 8

~ Legal and regulatory mstabilIty
~ ExpropnatIOn
~ Asset damage
~ Bankmg mstabilIty
~ RecessIOn/msolvency
~ Government payment delays
~ Government contract repudIatIOn
~ SovereIgn debt default/reschedulmg
~ Currency devaluatIOn
~ Currency transfer

For a fuller explanatIOn of these nsks, see AppendIX B, an excerpt from a Report entItled
"PnvatlzatIOn OptIOns for the Power Industry" whIch Hagler Badly prepared m 1996

NERC has no control over most of these sources of country rIsk, such as currency nsks, but
there are several rIsks over whIch NERC exerCIses substantIal mfluence Most notably, the
country nsks of "regulatory mstabilIty" and "expropnatIOn" are at least somewhat under
NERC's control Therefore, NERC can reduce the country nsk faced by potentIal mvestors m
UkraInIan LECs by provIdmg them a reasonably assured level of profit proVIded they operate
effiCIently ThIs assurance can be prOVIded by operatmg a transparent, predIctable regulatory
regIme m general and speCIfically WIth respect to profit

Ukrame fares poorly m ratmgs of country nsk The Export Fmance Insurance CorporatIOn of
AustralIa gave Ukrame a ratmg of 5 on a scale of 1 to 6 Of 224 countnes rated, 134 receIved
a ratmg m the range of 1 to 4,57 receIved a 5, and 33 receIved a 6 Therefore, at best,
Ukrame was 135th out of 224 countnes and at worst was 191 st SImIlarly, Moody's grades the
bonds Issued by governments around the world Of the 106 countnes' bonds whIch Moody's
rated, Ukrame ranked 99th

, tIed WIth 5 other countnes See AppendIX C

As a consequence, as shown m SectIOn 4 5 of AppendIX B, mvestors m Ukrame WIll reqUIre a
rate of return of25-50% on theIr mvestments

3.6 REVENUE EFFECTS

8 The source of this partlcular listmg was the Export Fmance Insurance Corporation of Australia (EFIC)

_______________ Hagler Bailly _
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To offer a prehmmary order ofmagmtude estimate of such effects, we have recast the
hlstoncal financIal statistIcs of four LEes under a hypothetical rate base formula

Khmelnytsky Sevastopll Zakarpatty LVIV
(Hrn 000) (Hrn 000) (Hrn 000) (Hrn 000)

Currency account 472 118 607 2,574

MerchandIse m storage 7,093 6 18 3,141

Materials and supplIes 4,417 1,323 2,538 6,924

BUIldmgs and eqUipment 154491 39,785 191,213 304,690

Other eqUipment 1459 175 155 1,365

Intangible assets 2,014 7 7 71

UnfinIshed mvestments 6,308 35,547 18122 30476

Total 176,254 76,961 212,660 349,241

Return at

5% 8,813 3,848 10,633 17,462

10% 17,625 7,696 21266 34924

15% 26,438 11,544 31,899 52,386

20% 35,251 15,392 42,532 69,848

25% 44,064 19,240 53,165 87310

Current LVNOIRTS FIgures

Total LVNO and RTS revenue reqUIrement 42,978 16,782 39,105 63,370

LVNO and RTS revenue reqUIrement profit 10,065 3,386 5335 6202

Revenue reqUirement return on mvestment 57% 44% 25% 18%

Increase in LVNO/RTS revenue reqUIrement 586% 715% 951% 1004%
necessary for 20% return on mvestment

The currently earned low return on mvestment proVIdes strong eVidence that the LVNO fees
are too low ThIS IS no surpnse because It IS well-known m the UkramIan power mdustry that
the current level of revenues IS not suffiCIent to prOVide adequate funds for renovatIOn or new
capItal mvestment, and should be raIsed substantIally Because LVNO fees generally
constItute a relatIvely small portIOn of total costs (10-15%), raIsmg LVNO fees by 50%
would only raIse the total pnce by 15-20%, and m the long run would lead to lower techmcal
losses and therefore lower total retaIl pnces

_______________ Hagler BaIlly _
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CHAPTER 4
LONG RUN MARGINAL COST

4.1 THE LONG RUN MARGINAL COST METHOD

Long Run Margmal Cost IS the cost of constructmg addItIOnal facIlIties, plus associated
O&M, to meet addItIonal demand 1 It IS frequently argued that pnce should equal long run
margmal cost m order to proVide the appropnate SIgnals to customers about the cost of
provIdmg them servIce Histoncal cost IS a sunk cost, It IS unmutable, fIxed No changes m
current consumptIOn can pOSSIbly change mstoncal cost By contrast, changes m
consumptIon can affect future costs and therefore pnces should prOVIde consumers SIgnals
about the level of costs therr consumptIOn Will cause the LEC to IDcm For an electncal
system wmch IS perfectly SIzed for current consumptIon levels, mcreases m consumptIOn Will
reqUITe the owner of the network to mcrease the capaCIty of the system The LRMC per MW
equals the cost of this capaCIty expanSIOn equals dIVIded by the quantIty of the expanSIOn ID
MW

ESBI/Seeboard proposed a method for calculatmg the LRMC of expandmg a low voltage
network m Ukrame 2 The followmg paragraphs both summanze and expand on therr
proposal

In order to lIDplement this LRMC methodology, a LEe would have to develop a model of
the costs ofexpandmg ItS network at each voltage level and mstitute a research program to
establIsh the load charactenstlcs of each voltage class Moreover, the capItal IDvestments
made by the LECs m the near future Will probably be to reduce commerCial and techmcal
losses (such as metenng, replacement of transformers, etc), and not to expand the system
That IS, the LRMC of a capaCIty expanSIOn probably measures somethmg that Will not eXIst,
and therefore the LRMC IS probably economIcally lITelevant Therefore, LECs should not be
reqUITed, but should be allowed, to adopt LRMC pncmg

When a customer places a demand of 1 kW on any voltage level of the network, It also places
a demand ofgreater than 1 kW on all network and SubstatIOn faclhtles at mgher voltage

1 Frequently a dlstmctlon IS made between margmal cost and mcremental cost The method descnbed below
would normally be called incremental cost For our purposes, however, we wIll use the term margmal cost

2 The report, "Methodology for Calculatmg Local TransmissIOn Tariff," developed under a TACIS contract,
was wntten by Peter Collms, who now works for Hagler BaIlly m Ukrame
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(l+rt - 1

where r equal the dISCOunt rate and N equals the penod over wInch the cost IS amortIzed (the
hfe of the asset)

+ O&M cost
MW ofExpanSIOn

Cost of Expandmg the Network x Annmty Factor

levels (greater than 1 kW at those Ingher voltage levels because some ofthe energy IS lost as
It travels down through the system) The facIlItIes at each voltage level are planned m such a
way to meet the maxImum demand at that voltage level Thus, the contnbutIOn of each
customer's or customer class's demand at each voltage level to the capacIty of the network at
that voltage level should be taken mto account m settmg Its low voltage fee

The contnbutIOn of a customer or class to capacIty reqUIrements should take mto account
tIme of day, or dIversIty, effects Any mdividual customer or class frequently WIll have a peak
demand at a tIme of day dIfferent from the tIme of day of the voltage level peak, and It IS the
voltage level peak that really matters because It IS the voltage level peak for whIch the LEC
must plan

The total cost ofexpandmg the network should be amortIzed over the hfe of the assets usmg
an annmty factor An annmty factor amortIzes a current capItal costs mto a senes of future
equal annual repayments, and equals

The LRMC of addItIonal capacIty necessary to meet 1 kW of demand at a voltage level
mcludes both the InItial cost of constructmg and commIssIOnmg the capacIty and the O&M
and repaIr costs whIch Will be contmually reqmred over the entIre hfe of the urnt Est1l11atmg
the cost of constructIon m UkraIne today would be dIfficult The LEes do not store the
necessary cost mformatIOn m the format reqUIred to make these cost estImates, arId very lIttle
network expanSIOn has occurred m the past several years so that there IS also very lIttle
mformatIOn that could be obtaIned However, a LEC may WIsh to mcur the cost of est1l11atmg
the relevant cost mformatIon

The O&M cost typIcally equals 2-4% of the capItal cost

In turn, the annual cost ofmeetmg 1 kW of system maxImum demand at that voltage level
equals
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kVA cost =
kW cost

power factor
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MaxImum demand m voltage class

Sum of IndIVIdual maximum demands In that voltage class
AggregatIOn factor =

Voltage class's own peak demand
COInCIdence factor = -----------=~-----':....-------------

Voltage class's peak demand at tIme of hIgher voltage class's peak demand

For allocatIOn of costs at hIgher voltage classes to customers connected at a lower voltage,
the LEC needs to calculate the peak demand of the lower voltage class at the tIme of the
hIgher voltage class's peak ThIs IS frequently done for mathematical convemence m the form
of a "coIncIdence factor" equalmg the ratio of the lower voltage class's peak demand at the
lower voltage class's peak to ItS peak demand at the tIme of the hIgher voltage class's peak
demand

As we stated above, pnces should follow costs FIxed costs should be recovered through
fixed pnces Thus, Ideally, customers should pay fixed pnces for servIces whIch the LEC
must Incur fixed costs to prOVIde Because network faCIlItIes costs are fixed costs whIch do
not vary With month-to-month vanatIOns In throughput, customers should pay fixed monthly

Long Run Margmal Cost I> 4-3

Wlthm a voltage class (assummg the LEC does not know the demands of IndIVIdual
customers at the tIme of the voltage level peak), the LEC should calculate an aggregatIOn
factor whIch equals

The network capaCIty for a group of customers IS sIzed to meet theIr aggregate demand at the
voltage of supply and transformatIOn level and theIr contnbutlOn to the maxImum demand at
hIgher voltage and transformatIon levels

TIns calculatIOn - the LRMC ofexpanSIOn, peak demands ofcustomer classes, and
amortIzatIOn over the hypothetIcal lIfe of the assets - IS repeated for all of the lower voltage
levels The annual network costs are modIfied for any voltage class by accountIng for
techmcallosses In addItIOn, these costs are modIfied to account for reactIve power demand
The true demand that a customer places on the system IS Its apparent power demand (kVA)
The kVA can be denved by applIcatIOn of the customer's power factor
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pnces for their use of the network facIlIties However, there are two problems m Ukrame
With chargmg fixed monthly amounts for network faCIlIties

~ Residential customers read theIr own meters and calculate theIr own bIlls To the
extent they ever become subject to the hcense pncmg system, mstltutmg a program of
2-part pncmg would lead to an exceSSIve number ofmIs-calculated bIlls oWing to
mathematical errors

Most electnclty customers m Ukrame today pay one-part pnces Two-part pnces Will
excite oppOSitIOn from many customers SImply by VIrtue of bemg dIfferent and
because frequently persons beheve that It IS somehow not "fau" to reqUIre them to
pay pnces whIch are fixed regardless of theIr consumption

It IS sometimes argued, for example m the UK, that assets at the voltage ofconnectIOn and
the first transformatIOn level are generally largely dedicated to the customer, whIle assets at
hIgher voltages can be reallocated to other customers, and that, as a consequence, the costs of
assets at htgher voltages should be recovered from lower voltage class customers only
through volumetnc charges rather than through fixed charges If pnces were bemg set for
long time penods, thts argument would be true, but for month-to-month charges, whIch the
customer Will cease to pay If It ceases to receive electnc servIce, thIs argument IS based on a
false premIse and therefore mcorrect

Pnces calculated through the long run margmal cost methodology must be reconCIled agamst
the LEC's revenue reqUIrement calculated by NERC The SImplest method ofmakmg tlus
reconCIlIatIOn IS to scale each charge up or down by the ratio of the NERC's agreed revenue
requIrement to the revenue that would be earned by applIcatIOn of the LRMC pnces For
example

Voltage Voltage
Class I Class 2 Total

1 QuantIty 10 12 22

2 LRMCpnce 40 50

3 LRMC revenue (1x2) 40 60 100

4 NERC-agreed revenue reqUIrement 80

______________ HaglerBatily _
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Eventually, pnces should be set for penods longer than a year (see above, In SectIOn 22,
IncentlVe Rate MakIng) When pnces are set for such longer penods, the scalIng factor wIll
have to be calculated usmg a present value methodology, because the scalIng factor m any
one year WIll not equal the scalmg factor m any other year

I
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ScalIng factor (4x3)

Scaled pnces (2x5) 32 40
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CHAPTERS
LOW VOLTAGE, SUPPLY AND HIGH VOLTAGE CHARGES

5.1 Low VOLTAGE CHARGES

5 1 1 IntroductIOn

We are proposmg to NERC that It use The "Methodology for CalculatIOn of Retarl Pnce for
Electncity Consumed, Tanfffor Electncity TransmIssIOn by Local Networks and Tanfffor
Electncity Supply at Regulated Tanff'(see AppendIx D), referred to below as "The
methodology for 4 voltage classes," as the basIs for the regulatIon of retaIl tarIff calculatIOns
for four voltage classes It IS based on the same pnncipies as the "Temporary Methodology
for CalculatIOn of Retarl TarIff for Electncity Consumed, Tanff for ElectncIty TransmIssIOn
by Local Networks and TarIff for ElectrIcIty Supply (effectIve untIl mtroductIOn oftanff
calculatIOn by 4 voltage classes)" prepared by NERC 1996 m cooperatIOn wIth Hagler BaIlly
(referred below as "Temporary Methodology")

The "Temporary Methodology" has not yet been officIally approved NERC IS not wIllIng to
approve It because of the lack of an mdustry methodology for allocatIOn of costs between
transmISSIOn and supply and for allocatIOn of transmISSIOn costs among voltage classes

Currently the pnncIples of the "Temporary Methodology" are used for calculatIOn of
transmISSIon and supply tarIffs accordmg to WhICh payments to LECs are calculated m the
algonthm of the Market Funds Procedure

The Mam changes m thIS proposed methodology of tarIff calculatIOn prmcipies compared to
the "Temporary Methodology" are

~ calculatIOn of tarIffs for 4 voltage classes

cost-based pnncIples for calculatIOn of supply tarIff (more than two customer groups,
allocatIOn of servIce costs by customer group)

loss adjustment factors are not used

the cost of electncIty used for mternal needs of a lIcensee IS mcluded mto the total
cost of the lIcensed actIVIty

-------------- HaglerBallly --------------
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Customer groups

NotatIOns

We suggest the development of more than two consumer groups

Voltage classes

The proposed methodology IS developed for 4 voltage classes

urban and rural resIdentIal consumers

mdustnal consumers and eqUIvalent, commercIal, consumers who are
agncultural producers, non-mdustnal consumers (other than resIdentIal),

1st voltage class - 154-110 kV,
2nd voltage class - 35-27 5 kV,
3rd voltage class - 10-6 kV,
4th vohage class - 0 4 kV

At the moment there are two groups of consumers

~ mdustnal consumers
~ small mdustnal consumers
~ agncultural consumers
~ resIdentIal settlements
~ urban resIdentIal consumers
~ rural resIdentIal consumers

1st voltage class - 154-35 kV,
2nd voltage class - 10-04 kV

Group 1 -

Group 2-

Supply costs for these groups are dIfferent, but to set supply tarIffs separately for each group
It IS necessary to conduct a detaIled study

The "'Temporary Methodology" was developed for two voltage classes

Later the ral1ways that receIve electnClty at 275 kV were attnbuted to the 1st voltage class
(see "'Procedures for Determmmg of Customer Classes Accordmg to Voltage Level,"
approved by NERC"s Order No 1052 of 8/13/98)

Below the mdIces I and J deSIgnate the followmg

--------------- Hagler Bailly ---------------
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• I IS a group of consumers,
• J IS a voltage class

•
p IS the electnclty pnce,

--------------- HaglerBailly ---------------

(2 1)

The retml pnce for electncity IS calculated accordmg to the followmg formula

T IS transmISSIOn or supply tarIff,

LF IS the loss factor,

) +T/ +1;S, C IS cost,

and mdices are used to desIgnate

pA +R

(1- LF; ) * *(1-L~

'P, IS the lIcense supply tanff for the group of consumers I,

]i) IS the lIcense transmISSIOn tanff for the voltage class],

pA IS the hourly wholesale market pnce for consumers wIth hourly metenng and payment
for electrICIty, m thIS case the reconCIlIatIon does not apply, or It IS the average
weIghted pnce for the relevant accountmg penod For consumers wIth two- or three­
zone metenng separate average weIghted pnces are calculated for each tIme zone,

5 1 2 Formulae for four voltage classes

types of tarIffs and pnces

E IS the amount of electncIty,

where transmISSIOn and supply tarIffs are the lIcense tanffs that are the same for all customers
of the same group and the same voltage class,

L~ IS the normatIve factor of technologIcal electrICIty losses at the voltage level] and at
transformatIOn from the voltage level J-l to the level]
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Low VOLTAGE, SUPPLY AND HIGH VOLTAGE CHARGES .. 5-4

The recOnCIliatIOn component R IS used for takmg mto account the dIfference between
actual and forecast data on the wholesale market pnce, pnces at whIch electncity IS
purchased from generators that do not sell electncity to the Wholesale Market, amounts of
electrICIty purchased and load profiles

Formula (2 1) IS the formula for the calculatIOn of the market-based retaIl tanfffram
ConditlOns and Rules for EntrepreneurIal ACtIVIty of Electncity Supply at Regulated TarIff
ThIS formula can be applIed to any number of voltage classes and for any type of accountmg
for electrIcIty consumed

Prmcipal types ofaccountmgfor electrICIty consumptIOn

• Hourly accountmg the consumer pays for electncity at the hourly Energomarket
wholesale pnce, adjusted for local network losses, plus the relevant supply and
transmISSIon tarIffs ThIS type of accountmg reqUIres an hourly meter

• Load profile accountmg the LEe and the consumer agree on the load profile
accordmg to WhICh the electncity IS consumed Hourly consumptIOn m thIS case IS
determmed by the metered consumptIOn durmg the day or other agreed penod, and
the load profile

• TIme of the day accountmg electnclty consumptIon IS metered separately for two or
three tIme zones of the day Zone meter IS reqUIred

• Average pnce accountmg consumptIOn for some agreed peflod (usually a month) IS
metered and paId at the average weIghted pnce

Electncity consumptIOn for calculatIOn ofthe average weIghted pnce IS calculated as the
dIfference between (1) total electncity consumptIOn for the accountmg penod and (2) the
consumptIOn of all customers usmg the first three types of accountmg

5 1 3 Calculation of the average purchase prIce of electrICity

The average purchase pnce of electncity presents an average weIghted pnce that takes mto
account the followmg pnces

I) pnces at WhICh an RIS purchased electncity from Energomarket durmg the relevant
accountmg penod

2) pnces at WhICh an RTS purchased electncity from generators that do not sell
electncity to Energomarket

--------------- Hagler Bailly ---------------
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LOWVOLTAGE SUPPLY AND HlGH VOLTAGE CHARGES ~ 5-5

Electncity pnces entenng mto the formula for calculatIOn of the average purchase pnce are
adjusted m the case of electncity commg to the networks of the local transmISSIOn lIcensee at
lower voltage levels

5 1 4 CalculatIOn of factors of normative techmcallosses

Factors of technologIcal electncity loss LFJ for the relevant J-th voltage class are calculated
by a lIcensee on transmISSIOn by local electrICIty network as the sum of normatIve
technologIcal electncity losses dIvIded by the sum of electncIty transmItted at each voltage
class for the relevant quarter

Transfer to calculatIOn of retarl tarIffs for four voltage classes WIll reqUIre new calculatIOn of
the loss factors for four voltage classes, though the formula and the pnncIples of calculatIOn
and substantIatIOn of loss factors remam the same

5 1 5 Calculation, JustIficatIOn and approval of fees

The procedures for calculatIOn, JustIficatIOn and approval of lIcense tanffs for electncIty
transmISSIOn by local networks and for electncity supply at regulated tanff are applIcable m
the followmg cases

~ JustIficatIOn oftanffs to be mcluded mto newly Issued lIcenses

~ scheduled reVIew of the lIcense tanffs

Accordmg to the CondItIOns and Rules for Entrepreneunal ActIVIty of Electncity Supply at
Regulated Tanff and of ElectncIty TransmISSIOn by Local Network the tarIffs can be reVIsed
at the Licensee"s request, based on the reVIew of finanCIal reports mformatIon and plans of
the lIcensee and other comparable lIcensees Such a reVISIon may be performed m the
followmg cases

~ when the revenue from the lIcensed actIVIty does not cover costs of thIS actIVIty for
more than SIX months,

when costs of usmg networks of other lIcensees are changed,

m the case of changes m the capItal mvestment plans (m thIS case the need of the
changes should be substantIated)

5 1 6 LVNO fees III the case of four voltage classes

--------------- Hagler BaIlly ---------------
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Low VOLTAGE, SUPPLY AND HIGH VOLTAGE CHARGES ~ 5-6

The formulae for calculatIOn of the local transmissIOntanffs are sImIlar to those contamed m the
"Temporary Methodology" The pnncipal dIfficultIes arIsmg m the transltlOn to four voltage
classes are

m some cases electncIty IS transformed from the voltage class (j-2) dIrectly to the
voltage class (J), wIthout transmIssIOn at the voltage class (J-I),

~ allocatIOn of costs among voltage levels presents a problem

There has been a suggestIOn to mtroduce a special transmISSIon class (at the same voltage
level 04 kV) for urban resIdentIal consumers Such a class may be useful WIth the purpose of
allocatIOn of mamtenance cost of electrICIty network mSIde apartment bUIldmgs Currently
thIS cost IS attnbuted to the retaIl tarIff The mamtenance Itself IS carned out by housmg
offices that are to receIve payments from LECs

5 1 7 Special cases

The proposed methodology shows calculatIOn of the local transmISSIOn and retaIl tarIffs for
the followmg speCIal cases

• CalculatIOn of transmISSIOn tarIff for a mIcronet that receIves electncIty from two
sources at two voltage levels An example of such a mIcronet IS Donetskvugillya,
whIch receIves electncity from "Donetskoblenergo" and from Energovugl1lya,
another micronet

• CalculatIOn of a speCIal transmISSIon tanff for a customer connected at a lower
voltage level through a transformer from the hIgher voltage level that belongs to an
oblenergo An example of such customer IS Zaponzhzhya Alummum Plant, whIch IS
connected to a 10kV bus through such a transformer Settmg of speCial tanffs m thIS
cases IS recommended to ensure competltlveness of an oblenergo WIth respect to
mdependent supplIers

In the case when the cost of some eqUIpment or ItS mamtenance IS attnbuted to a partIcular
customer or a group of customers, thIS cost should not be mcluded mto the total cost
attnbuted to all of the customers

52 REGULATED TARIFF SUPPLY FEE

The current system for the Regulated TarIff Supply fee IS to estImate the revenue reqUIrement
and then set the reSIdential fee at 5 tImes the fee charged to other customers, on the grounds
that reSidentIal customers are more costly to serve than other customers The mam problem

--------------- Hagler Bailly ---------------
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Low VOLTAGE, SUPPLY AND HIGH VOLTAGE CHARGES I> 5-7

WIth thIS mechamsm IS that there IS no real underlymg JustIficatlon A small commerCIal
customer IS charged the same supply fee as a large mdustnal customer, when the costs per
kWh are far hIgher to serve a small customer than a large customer The RTS fee set for
resIdentIal customers IS probably far too low

In the UK, the regulator splIt the revenue reqmrement for each supply company mto three
parts I

I> a fixed charge of £10 milhon or £11 mI1hon per year, dependmg on the company

a customer-related charge

I> a charge per kWh sold

The regulator split the RTS costs 75% to customer-related costs and 25% to kWh-related
costs A 75/25 split obVIOusly IS arbitrary (but IS less arbitrary than the 5 to 1 ratIO that
currently IS used)

AdoptIOn of thIS method by Ukrame would change the pncmg structure substantially Small
commerCIal customers would pay a far hIgher fee than large mdustnal customers The RTS
fee of reSIdentIal and small commerCIal customers mIght also be somewhat close together

The RTS should be allowed to charge a completely unregulated fee to large mdustnal
customers which It must compete WIth Independent Energy Suppliers (IES) to serve Ifthe
regulated RTS fee IS hIgher than the ImphcIt fee that lESs charge, the RTS WIll not be able to
retam the busmess An RTS fee to such large mdustnal customers must be calculated m
settmg other RTS fees, but the RTS should be allowed to charge a dIfferent pnce Where
competItIOn eXIsts, It IS a far better determmant of the appropnate pnce than any regulator
can ever be

As stated above m sectIOn 1 2, the RTS should be reqmred to apply an mterest rate to under­
and over-collectIOns of energy costs, m order to prevent the RTS from profitmg or losmg
from mIsmatches of energy costs and revenues

5 3 HIGH VOLTAGE CHARGES

The settmg of hIgh voltage charges should be changed m two ways profit should be
calculated as a return on rate base as dIscussed above, and far more documentatIOn should be

I The Supply Price Control Proposals, Office of Electnclty RegulatlOn, 1994
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Low VOLTAGE, SUPPLY AND HIGH VOLTAGE CHARGES ~ 5-8

reqUlred of the hIgh voltage company The pnce should be a postage stamp pnce (one pnce
for all transmISSIOn, per kWh), and WIth fixed costs recovered through a fixed charge and
variable costs recovered through a variable charge

Ukrame should move toward more sophIstIcated transmISSIOn pncmg TransmlsslOn pncmg
should prOVIde the nght economIC mcentives for mvestment m adequate transmISSIon
resources, prOVIde the correct mformatIOn for sItmg of generatIOn, and be compatIble WIth
operatIOnal procedures durmg contmgency SItuatIOns to allow for economIcally efficIent
procedures reqUlred for alleVIatIon ofcongestion and mterface thermal and stabIhty flow
hmits

Locatzonal Margznal Prlczng (LMP) IS an extenSIOn of the spot pncmg of electncity and
apphes between two locatIOns or buses (pomts ofmJectIOn or dehvery of power) on an
electnc power network LMP IS defined as the change m the total operatmg cost of the
transmISSIon system WIth respect to a umt mcrease m transmISSIon system loadmg A umt
mcrease m transmISSIon system loadmg IS eqUivalent to addItIOn of one umt of electrIC
energy from a generatIOn bus, accompamed WIth a dehvery ofone umt of electnc energy at a
load bus LMP generally reflects the time and locatIOn dependent cost ofpower losses and
cost ofcongestIOn

• Power Loss Component of LMP The power loss component of LMP reflects the
margmal cost of hIgher power losses, or alternatively, margmal benefit of lower
power losses, due to a umt mcrease m demand and supply at the respectIve locatIOns

• CongestlOn Component ofLMP The congestIOn component ofLMP reflects the
margmal cost of preventmg mterface flows from exceedmg theIr hmIts, or
alternatIVely, margmal benefit of allevIatmg mterface flows wlthm the reqUlred hmIts,
due to a umt mcrease m demand and supply at the respectIve locatIOns

The hne power loss costs vary nonlmearly (quadratically) WIth the loadmg on the power
hnes The costs assocIated WIth losses are assocIated WIth changes m load and generatlOn
and are more or less predIctable from hIstOrICal data For economIC dIspatch m USA, network
operators, usmg SImulatIOn and analySIS, calculate typicalime loss matnces, also called loss
penalty factors, for each paIr of buses m the network, reflectmg typIcal dIfferent load and
generatlOn configuratIons m the system The loss penalty factors are used as multIphers to
adjust the margmal cost of generators at speCIfied buses to reflect theIr contnbutIOn to hne
losses Same loss penalty factors can be used as multIphers to system lambda (system
margmal cost) to evaluate the 10eatIOnal pnces for each bus m the network DIfferences m
the pnces of adjacent nodes reflect the power loss component of the LMP for the respective
locatIOns

--------------- Hagler BaIlly ---------------
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Low VOLTAGE, SUPPLY AND HIGH VOLTAGE CHARGES" 5-9

These congestion costs are zero most of the time, but become non-zero when probabilIty of
congestiOn becomes more than zero These costs are unpredictable but mfrequent Examples
ofcongestiOn costs mclude out ofment dispatch ofaVailable generation, callmg of operatmg
reserves, mstitutlOn of voluntary demand curtailments, and so on These costs can be framed
m terms of their frequency m hours per year and a per umt cost per kWh obtamed by dlvldmg
the total cost of the even per year by the total kWh flow between the respective locatIons

In practice, the congestIOn cost component ofLMP IS not based on the evaluation of the
actual costs mcurred for preventiOn or alleViatiOn of network congestiOn In congestIOn free
networks, there IS only a smgle System lambda, or system-wIde margmal cost, which reflects
the short-term margmal cost of the margmal generatIOn umt m operatIOn System lambda
adjusted by loss penalty factors proVides the 10catiOnal margmal pnce for each locatiOn
Networks expenencmg congestiOn, can be Viewed as conslstmg of separate "Islands" where
Island boundaries are determmed by the congested mter-ties Then the system lambda for
each Isolated Island Will be based on the short-run margmal cost of the margmal operatmg
generatIOn umt wlthm that Island In other words, the congested network Will have more than
one system lambda The transmiSSIOn pnce across congested hnes, m addition to accountmg
for hne power losses, would also reflect the margmal pnce dIfferences on two SIdes of the
congested hne

Based on the precedmg defimtiOns, each of the two LMP components can be pOSItIve or
negatIve smce SImultaneous actiOn of demand and supply may mcrease or decrease lme
losses and pOSSIbIlIty of congestIOn between two locatiOns

Transmission supphers are paid the dIfference between margmal costs at generatiOn pomts
and margmal costs at load pomts Conceptually thIS IS eqUIvalent to havmg the transmiSSIon
prOVIder buymg all electncity at generatiOn pomts and sellmg It at load pomts Hence, total
transmISSiOn revenues are the difference between total payments to generatiOn m pnced at the
LMP of each correspondmg generatIOn bus and the total collectIOns from load If evaluated at
the LMP of each correspondmg load bus Margmal cost differences between vanous
locatIons m the network would be hIgher than durmg peak times compared to off-peak tImes
It IS expected that these dIfferences would be 10 to 20% ofthe system lambda

For monopoly transmISSion, LMP should be apphed m conjUnctIon WIth revenue regulatIOn
to meet revenue reconcIhatlOn objectives reqUIred by the regulator Revenue reconclhatIOn
means adjustment to rates to result m a pre-specIfied revenue target The pncmg system
Itself WIll not be regulated m order to reflect the time and locatIOn dependent costs of
transmiSSiOn reflectmg hne power losses and congestIOn ThIS IS contrast to cost-based
pncmg where pnces are deSigned and determmed duectly based on costs and a set level of
profit to result m target revenue To cover revenue excess or shortfall, a fixed charge (or
rebate) component can be applIed to all nodes prorated by total electncny delIvery to load at
each bus

--------------- Hagler Bailly ---------------
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Low VOLTAGE, SUPPLY AND HIGH VOLTAGE CHARGES ... 5-10

It has been argued that LMP, If deSIgned and applIed correctly, wIll provIde the correct
pncmg sIgnal to transmIssIOn users for economIcally efficIent utIhzatIOn of the transmISSIOn
system, and to transmISSIon supphers for economIcally effiCIent mvestment m upgrade of the
transmISSIOn system
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General ProvIsions

The mformatlOn on costs, profit, expenditures from profit based on the activity, which
was submitted by LEC to NERC under the Terms and Conditions for carrymg out an
entrepreneunal lIcensed activity when approvmg a new tanff m May 1998, has been used
to carry out an analysIs ofJustification of electnclty tanffs for transmiSSIOn and supply

_____________Hagler BaIIly _

where
BUI - costs of electnclty transmiSSion at voltage ofClass I, Hr ,
£1 - electnclty transmitted through electnc hnes ofvoltage Class I, MWh

50

(1)
B ul

£1
T m

I

5 To calculate a tanfffor electnclty supply to customers of Group I a formula under p 6 I
of the ProJect" Intenm procedure for calculatIOn of the electrICity retail tanff, tarIff for
electrICity transmISSIOn by local electrIC networks and tarIff for electnclty supply" has
been used

2 To make a comparative analysIs the LEC have been classified mto four groups based on
the absolute value ofelectnclty supply to consumers with the mstalled capacity of
750""VA and higher The comparative analysIs of transmiSSIOn and supply tanff
JustIficatIOn has been conducted separately for the compames located wlthm the each
group

4 To calculate a tanfffor electriCity transmiSSIOn by local electnc networks at voltage of
Class II, a formula under p 5 2 of the ProJect" Intenm procedure for calculatIOn ofthe
electnclty retail tanff, tanfffor electnclty transmISSion by local electnc networks and
tanff for electnclty supply" has been used, takmg mto account costs of electnclty for
economic needs attnbuted to general costs of electnclty transmISSIOn at voltage of Class
II

M T~ (
T2 = ( M)* 11-Kp2

3 To calculate a tanff for electnclty transmiSSion by local electnc networks at voltage of
Class I, a formula under pSI of the ProJect" Intenm procedure for calculatIOn of the
electnclty retail tanff, tanff for electnclty transmiSSIOn by local electnc networks and
tanff for electnclty supply" has been used, takmg mto account costs of electnclty for
economic needs attnbuted to general costs of electriCity transmiSSIOn at voltage of Class
I

where
K M p2 - factor of normative technological electrICity losses for transm ISSlon at voltage Class
II,
En - electrICIty transformed from higher to lower voltage class, MWh,
En - electnclty mflow from generators directly to voltage Class II, MWh,
BU2 - costs ofelectrICity transmiSSion at voltage Class II, Hr
Ez-electncitytransmitted through electnc hnes of voltage Class II, MWhI
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where
Bfl

- costs of electnclty supply, Hr ,
E fl

, I - electricity consumptIOn by customers of Group I,MWh,
Efl

, 2 - electnclty consumption by customers of Group II,MWh,
K =5 - complexity factor when carrymg out the licensed activity m electnclty supply at
regulated tanffto customers of Group II

6 To calculate a tanfffor electnclty supply to customers of Group II a formula under p 6 2
of the Project" Intenm procedure for calculatIOn of the electnclty retaIl tanff, tanfffor
electnclty transmISSIOn by local electnc networks and tanff for electnclty supply" has been
used

K *B n (4)
T~ = ( )

E~1 + K *E~2

7 The profitabl1lty of licensed activity shall be deterrnmed as ratIO of profit less tax and a
sum of direct and mdlrect costs

8 An average anthmetlc value IS determmed as a result from the divIsion oftotal relative
mdlcators values of all companIes wlthm the group by a number of companies wlthm thiS
group

9 DeviatIOn from average anthmetlc values IS determmed as a dIfference between the value
of a relatIve mdlcator and an average anthmetIc value of a relatIve mdlcator for a certam
group of companies

10 All calculations are presented wIth two decImal places

II AnalySIS of LEC Costs and Profit on Tariffs Approved by NERC m May 1998' IS
supplemented WIth an electronIC model for calculation ofLEC actiVity mdlcators (10
EXCEL-97 spreadsheets format m the four 1 44Mbyte diskettes) CalculatIOn of aLEC
activity mdlcators can be carned out proVided that all data for each LEC wlthm a relatIve
group are entered usmg the model format
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Calculated Indicators (Profitability and Tariff), Averages of Indicators, and Vanance5 with Indicator Averages for
DNIPROOBLENERGO

Table 1 1

Value
Average for 1s1 Group of DeVIation Of average for 1st Group of

Companies Comparues

Profitability of eleanaty transmISSIOn fer 1st voltage class
45(calculated) % 4

Profitability of eledncrty transmISSIOn for 2nd voltage class
4<4(calculated) % 29 15

Profitability of eledncrty transmiSSIOn for 1st and 2nd groups
ofeonsumers (calculeted) % 29 46 1
TransmlSSlOl1 tantf for 1st voltage class (calculated)
HrlMWh 174 227 -OS<

Transmission tariff for 1st voltage class (aDllrovedl HrIMWh
-

-031:174 212
Transm"ssoon tanff for 2nd voltage class (calculated)
HrlMWh 112S 1146 -021
TransmIssIon tanH for 2nd voltage dass (approved)
HrlMWh 560 678 1 1E
SuPply tanff fer 1st group of consumers (calculated)
Hr/MWh 039 047 -00
SUPPly tanff for 1st group of consumers (approved)
HrlMWh 017 069 -OS
SUPPly tanlf for 2nd group 01 consumers (calculated]
HrlMWh 196 2 JJ -OJ
Supply tanlf for 2nd group or consumers (approved)
Hr/MWh 085 086 -001

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for DNIPROOBLENERGO

Tablo 1 1b

Eleclt1Clty transmiSSIOn on Eleclt1Clty tt:lnSmlSSlOn on 2nd L1octnc,ly supply for lst;lnd 2nd groups
1sl voltage Class volt;lgo cL,ss 01 consumnr~

Ratio of labour eXPIlnsos to sum 01 direct :1nd Indlmct costs 023 022 0:1-1

Average of ratios of labour exponses 10 sum 01 direct and
Indirect costs for 1st Grauo of Comp,nles 020 11 0 036
Deviation between milo 01 labour expenses to sum of dltoct
and Indirect coslS and aver.lQe 002 001 -00

Ratio of Indirect eosts 10 sum of direct and Indirect eo,la oO~ 002 00
Average I'lltlO Of In<lIrec:l eoslS to IUm Of direct and Indlnlct
coala for 11t Grouo of Comoanlel 00 007 00
DeviatIOn between natlO of Il'lCllrect eostllo sum 01 dtrect
and Indirect COlts lIrd average -005 005 .0 O!
Ratio of prafll spent on productIOn development plus caPital
eXPl!nses to pronts for 1st Group of Companlel 035 033 011

Average ratio 01 prom spent on prodlK:llOn developmenl
plus C3pllall!xpenses to praflls for 1st Group or CompaRles 029 C) '9 018

Devlallon belween rallo of praht spent on productIOn
developmont plus capital eXPl!nSOI to profits and averaoe 006 005 -00
RallO of prafit spent on social Infrastructure development
ard Incentlvlsatlon to prnflts 020 022 041

Average ratIO 01 prom spent on IOCiallnfmltrueture
devolopment and Incentlvlsatlon to profit 028 028 040
DeviatIOn between r;atlo of profit spent on soc:lal
Infrastructure development ard ,nc;enUvlaalion to profits and
average -008 -006 001
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Calculated Indicators (Profitability and Tanff). Averages of Indicators, and Vanances with Indicator Averages for
DONETSKOBLENERGO

Tallie 12

Value
Average for lsi Group of DeVl3l1on of average for 1Sl Group of

Companles Comparues

Profitability of elednCrty transmISSIOn for lsi voltage
7!class (calculaled) % 4 2f

Profitability of elednCrty transmISSIOn for 2nd voltage
nclass (calculated) % 44 31

Profitability of elednCrty transmISSIOn for 1sl and 2nd
IllroUPS of consumers (calculeted) % 68 46 Z

Transmission tanff for 1st voltage dasa (calculated)
HrlMWh 2.02 227 -02

TransmlSSlOll tlIriII for 1sf voltage eIass (lIPIlIllYedl
HrlMWh 160 212 -05

TransmISSIOn tanff for 2nd voltage class (calculated)

HrlMWh 1543 1146 391
TransmissIOn tanff for 2nd voltage class (approved)

Hr/MWh 739 678 061

Supply tariff for 1st group of consumers (calculated)
HrlMWh 061 047 o1~

Supply tariff for 1st group of consumers (apP!OVed)
Hr/MWh 100 069 031

Supply tanff for 2nd group of consumers (calculated)
Hr/MWh 303 233 o7C

Supply tanff for 2nd grouP of consumers (approved)
HrlMWh 100 OM 014

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for OONETSKOBLENERGO

Table 1 2b

Electttc:lly transmlSSlOn on ElectriCily Irnn~mlSSlon on 211d C10clnclly ~upply lor 1sl and 2nd groups
1sl volt:Jgo class vollal)o rJ ,,~ 01 LQn'iumllr"i

H.1II0 01 labOur oxpunsos to sum 01 dlract and ,ndlracl
cosIs 015 Ill. 028
Average of rallos 01 labOur oxpenses 10 sum of dlroct
and Indlroct costs for lsi Grouo 01 Comonnlos 020 n ;>0 o3E
Deviation between rallo of labour expenses 10 sum of
dlroct and Indlrecl costs and averBlle -0 OS 005 OOf
Rallo of Indlrecl COlli to lum of dlrecl and Indlrecl
costs o~ 022 02
Average ratio of Indltect COIlS to IUIl1 of direct Ir1CI

007Indirect COIlS tor lit Group Of Companies 007 00
Deviation between ratio of Indirect coslS to lum of
dlroc:lend Indlroct COlis end ave..- 015 015 01

Ratio of profit spenl on production developmenl plus
capital exllOnses '0 oroflls for lsi Grouo of Comllllnies o4~ 041 o3!
Average ratio of prollt spent on production
development plus capllal expenses to prohls for 151
Group of Companles 029 o ~8 041
DeViation betweun ratIO of profll spenl on production
developmenl plus caPl'al expenses to proms and
averaoe 014 01, 001
RatIO of profil spenl on SOCIlIllnfraslruetuns
develocment and Incenliv,salJon 10 profits 011 017 Ot!
Average ratio of profit spenl on IOCIlIIlnfraslruc:tuns
development and mcentlvtsatlon 10 proOt 028 02B 04(
IOeVl8t1on between ratio 01 prom spent on social
Infrastructure development and ,ncenlivlsallon 10
profits and average -0 1~ -012 -0 2~
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Calculated Indicators (Profitability and Tanff), Averages of Indicators, and Vanances with Indicator Averages for
LUHANSKOBLENERGO

Table I 3

Value
Average for 1st Group of Devlabon of average for 1sl Group of

COmpanoes Comparnes

Profitability of electnaty transmISSIOn far 1st voltage
4!i 47class (calculated) %

Profitability of eIectnaty transmlSSIOIl far 2nd vottage

class (calculated) % 4!i 44 1

Profitability of eledncrty transmlSSlOn for 1st and 2nd
groups of consumers (calculeted) % 41 46

TransnusslOl1 tanff for 1st voltage class (calculated)

HrlMWh 2:.84 2.27 O~

Transmission tarlff fer 1st YOIlage class (appI'lI\I8CI) ....... ...-.- .....""- --. _..
~~.fY- - - - - - -~..-,-~~~~ ~

HrlMWh - - -~ -:.;:-~ ~2.84 2.12 O~

TransmlsslOfl tarlff far 2nd voltage class (calculated)
HrlMWh 1116 1146 ..{l~

TransmIssIOn tanff for 2nd voltage class (approved)
HrlMWh 816 678 13l!

Supply tarlff for 1st group of consumers (caJculaled)
Hr/MWh 051 047 011

Supply tariff for 1st group of consumers (approved)
Hr/MWh 080 069 011

Supply lanlf for 2nd group of consumers (calculated)
Hr/MWh 286 233 OS<
Supply tanff for 2nd group of consumers (approved)
Hr/MWh 080 086 ..{lOe

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for LUHANSKOBLENERGO

T,bla 1 :lb

Eloctr1Clly transmission on 1st Electrtelty transmiSSIOn on 2nd FloclrtClty supply for 151 md 2nd 'lrollps
IIOlt3llG class vOIl"lCjll cl"s olconsumnl"l

Halla or I,bour axpon.os 10 sum at dirac, and ,ndlrocI

ros's 02 o 2b 030

IIvongo 01 MIlos of ~Ibour axpenses 10 sum 01 dlracl
,nd Indlroc' costs for 1., Croup or Comp~nles 020 020 036

Dovlallon botwoon rallo 01 labour axpansos to sum 01
dlracl and Indirect costs and averaae 006 004 ..{lOE

Ratio of IndlnlCt COSlS to sum of direct lind Indirect cos's 00 003 OO~

Average ratio of InclIract casillO sum of dlracl and
IndlnlCt COlli for lit GrauD 01 ComoanlM 00 007 00

Dovlatlon between ratio of Indlroct costs to sum 01 direct
and Indirect COlts and lI\'eraae 004 004 -00
Rallo 01 prolil spent on productIOn developmenl piUS
capllal expenses to Droflls for 1sl Group 01 Companies 02 022 OlE
Average rallo of prolil sponl on produc.lon development
111u~ r,plf'll nXP9n~~10 prnUt!; for 1-;1 Gmup of

Compantos 029 029 OlE
DeViation between rallo of prohl spent on prodUC1lon
dtlvclopmunt plus capll"ll u,Jl;ponscs to proflls md

1vonge 006 oor 00

Ratio of profll spent on SOCIallnlrastructure developmenl
and Incenllvlsatlon to profits 038 038 04

Average ratio of profil spent on sociallnfras1ructure
development and IncentMGltion 10 profit 028 028 04C

Deviation between ratio of proftt spent on social
Infrastructure development and IncentlvlSlltion 10 profits
and average 010 010 00
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Calculated Indicators (Profitability and Tanff) Averages of Indicators, and Vanances with Indicator Averages for

ZHAPORlZHIAOBLENERGO

Table 1-.4

Value Average for 1st Group or CompanIeS
Dl!\'labOn 01 average for 1st Group of

Companles

Profitabllrty of electnerty transrmssJOn tor 151 voltage
class (caIculale<lJ % 2E 4 21

profitabarty or electncrty transrmsSIOn lor 2nd voltage
class (calculated) % 2E 44 1~

Profitabirty or electnerty transrmssJOn lor 1st and 2nd
.egroups of consumers (caleuleted) % 44 1

TransmsslOlllllnff for 1st voIIage das8 (calCUlated)
HrlMWh 2.68 - 2.27 0311

TrallSlT'lSlJOn llIrfff for 1st voIIage class (approved)
HrlMWh 2.50 212 0311

TransmissIOn tanff lor 2nd voltage Class (calculale<l)
Hr/MWh 798 1146 34
TransmIssIOn tanff lor 2nd voltage Class (approved)
Hr/MWh 596 678 -ll8
SUpply tar1ll for 1st group of consumers (calCUlated)
HrlMWh 029 047 -ll1

Supply tanfl for 1al group of consumers (approved)
Hr/MWh 0800 069 011

Supply tantl for 2nd group or consumers (calculaled)
HrlMWh U8 233 -ll8S

Supply tantl for 2nd group of consumers (approved)
HrlMWh 080 088 -lloe

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for

ZHAPORIZHIAOBLENERGO

Tabla 1-4b

EIOClrk:rty transmiSSIOn on 1al EIOClrk:rty IransmtUlon on 2nd EIOClncrty aupply lor 1s. 3nd 2nd
voltage dass voll31JO cla.. groups 01 consnmors

Rdlla all,baur lllpon'DS ID "\Um of dlmct dnd Indlrnet
cost! 0\1 025 OJ(

Averago 01 rallol 01 labour alponloa to sum 01 dlroct
,nd ,ndlrect cosls tor.,1 Group 01 Companlfls 020 020 OJf

Dovlallon betwoon mlla at labour Dxponsoa to aum of
dlroct 3nd IndlRlC1 costa ,nd ~raao -ll03 004 -llOE
IRal10 Of Indirect COlli 10 sum 01 dll'lCl IIIICl Indirect
COilS 000 003 OO~

Avell\l8 ratio of lIIdll'lCl COlli 10 sum 01 dlrKIlnd
Indirect COltl tor III Groue of Companlel 007 007 007

Oevlatlon between ratio of indirect COl" 10 oum of
dlrocl "nd Indirect caala and averaoe .001 -004 -00

Rallo 01 pront spenl Dn production developmenl plus
<::lprtat elPRnses 10 cronts for lsI Grauc 01 Compan"S 016 022 Olf
Average ratio DI profit spenl on production
developmenl plus <::lpolal alPRnses to prcOls for .s.
Group of Campan",s 029 o 2!l ole

DOvlatlon between riJtlO of prcfrt spent on produc1tan
devrlopmonl plus capllal exponses ID prorrts and
average ~ 13 006 ~O

Rallo 01 prolil spenl on sacJaI ,nlra$tnJetutll
develoPmlln1 and Ineen11v1sat1on to Protlll 037 038 04

Average ratio or prom spent on soc:laIlnrras1nJetu'"
develap"",n1 and Incen1lvlsatlon 10 protll 028 028 040
OevliltlOn betwlllln ratiO 01 profit spenl on IlOClaI
,nlraatruetutll development and IncenlMsalJon to
proms and average 008 010 oOJ
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Hagler Bailly

Costs of Electricity Transmission by Local Electric Networks
at the 1st Voltage Class (thous Hr)

Table 1-1

Dnlpro- Donetsk- Luhansk- Zaponzhla -
oblenergo oblenergo oblenergo oblenergo

Pnme Costs

matenal costs 741 1704 1725 825
labor costs 6653 3826 4673 3911

payment for social measures 3271 1817 2220 1869

depreCiation 8401 6530 4395 3961

costs for repairs 8325 4007 2970 9751

costs of electnclty used for Internel

needs 0 626 0 372

costs for uSing networks of

other transmiSSion licenses 0 0 0 0

other costs 1253 923 977 2105

Total 28644 19433 16960 22794
indirect costs 631 5637 468 0

Total direct and Indirect costs 29275 25070 17428 22794

Expenses from profit
deductions development of production 2025 9771 281 565

deductions to Investment 4586 2051 2185 654

deductions to current costs 791 1563 446 0

deductions to social development 2560 2736 2301 2196

deductions to Incentives 1168 1759 1874 601

other purposes 844 429 297 610

deductions to creation of Investment fund 600 0 0 634

deductions to reserve (Insurence) fund 517 0 0 0

dlvldens 0 779 0 0

profit tax 5610 7972 3165 2393

deductions to central funds 0 0 471 0

Total expences from profit 18701 27060 11019 7653

Total expenses 47976 52130 28447 30447
Profitabllrty of licensed activity (the ratro of
aftertax profitability to the sum of direct and

mdlrect costs) 045 076 045 023

Average profitability 047
IDeViation from average profitability 003 029 -002 -024
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Hagler Bailly

Costs of Electraclty Transmission by Local Electric Networks
at the 2nd Voltage Class (thous Hr)

Table 1-2

Dmpro- Donetsk. Luhansk· Zaponzhla -
oblenergo oblenergo oblenergo oblenergo

Pnme Costs

matenal costs 5779 5212 3549 1416

labor costs 10773 12755 9613 5473

payment for social measures 4823 6059 4566 2594

depreciation 14758 18547 9039 8156

costs for repairs 9301 16028 6109 9497

costs of electricity used for Intemel

needs 0 2024 0 659

costs for uSing networks of

other transmiSSion licenses 0 360 0 0

other costs 2903 3416 2010 2379

Total 48337 64401 34886 30174
Indirect costs 1039 18177 962 0

Total direct and Indirect costs 49376 82578 35848 30174

Expenses from profit
deductions development of production 1850 32243 578 9357

deductions to Investment 4947 5826 4495 1346

deductions to current costs 857 5159 917 0

deductions to social development 2720 9028 4734 2759

deductions to incentives 2061 5804 3856 908

other purposes 914 1414 610 1144

deductions to creation of Investment fund 650 0 0 898

deductions to reserve (Insurence) fund 561 0 0 a
dlvldens 0 2570 0 0

profit tax 6240 26304 6510 3390

deductions to central funds 0 0 968 0

Total expences from profit 20800 88349 22667 11380

Total expenses 70176 170927 58515 41554

Profitability of licensed activity (the ratio of

aftertax profitability to the sum of direct and

Indirect costs) 029 075 045 026

Average profitability 044

Deviation from average profitability -015 031 001 -0 18
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Costs of Electricity Supply (thous Hr)

Table 1-3

Dnlpro- Donetsk - Luhansk- laponzhla -
oblenergo oblenergo oblenergo oblenergo

Pnme Costs

matenal costs 1035 551 378 210

labor costs 3315 2899 1673 1620

payment for social measures 1481 1377 795 761-
depreciation 507 50 154 0

costs for repairs 218 619 96 0

costs of electricity used for Intemel

needs 0 153 0 0

costs for uSing networks of

other transmiSSion licenses 0 0 0 0

other costs 2869 2419 2192 535

Total 9425 8068 5288 3136
Indirect costs 205 2341 273 0

Total direct and Indirect costs 9630 10409 5561 3136

Expenses from profit
deductions development of production 152 4063 92 102

deductions to Investment 292 16 437 0

deductions to current costs 203 650 146 0

deductions to SOCial development 875 1138 756 815

deductions to Incentives 771 731 616 272

other purposes 217 178 95 74

deductions to creation of Investment fund 154 0 0 131

deductions to reserve (Insurence) fund 133 0 0 0

dlvldens 0 324 0 0

profit tax 1199 3314 918 494

deductions to central funds 0 0 150 0

Total expences from profit 3996 10413 3211 1888

Total expenses 13626 20822 8771 5024
Profitability of licensed actiVity (the ratio of

aftertax profitability to the sum of direct and

Indirect costs) 029 068 041 044

Average profitability 046

Deviation from average profitability -017 022 005 -001
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Individual Tariff Components for Electricity Transmission by Local Electric
Networks at the 1st Voltage Class (thous Hr)

Table 1-1

Tanff components
Dmpro Donet5k· Luhansk- laponztlla- average

oblenergo oblenergo oblenergo oblenergo value

Pnme Costs

matenal costs 003 007 016 007 OOB

labor costs 024 015 043 034 029

payment for sOCIal measures 012 007 021 016 014

depreciation 030 025 041 035 033

costs for repairs 030 016 028 085 040

costs of electriCity used for Internel needs 002 · 003 001

costs for uSing networks of other transmIssion
licensees - · 0 0

other costs 005 004 009 01B 009

,"direct costs 002 022 004 007

total direct and Indirect costs 106 097 162 199 141

Expenses from profit

deductions development of production 007 038 003 005 013

deductions to Investment 017 008 020 006 013

deductions to current costs 003 006 004 003

deductions to SOCial development 009 011 021 019 015

deductions to Incentives 004 007 017 005 008

other purposes 003 002 003 005 003

deductions to creabon or Investment rund 002 006 002

deductions to reserve (Insurence) fund 002 · 0

dlvldens 003 - 001

profit talC 020 031 029 021 025

deductions to central funds . 004 001

ltotal exoences ~~mn profitt 068 105 102 067 086

Transmission tariff (calculated) 174 202 264 266 227
TransmIssIon tarIff (approved) 174 160 264 250 212

Ratio of calculeted transmission tariff to
average value of the tariff for 1st Group of
Compames 077 089 117 117
. -----------.. _.- .- - - . - " .. -- --_.- --.-:-;----.-.._--._.~-_ ... ,..- ........-._.. - -- .

. ~ . I.. # _ • <0 •

Ratio of labour expenses to sum of direct
and Indirect costs 023 015 027 017 021

Variance between ratios of labour
expenses to sum of direct and indirect
costs for 1st Group of Companies -002 005 -006 003

Ratio of Indirect costs to sum of direct
and indirect costs 002 022 003 0 005

Ratio of profit spent on production
development plus capital expenditures to
profltfor 035 044 022 016 030

Ratio of profit spent on SOCial
Infrastructure development and
Incentlvlsatlon to profit 020 017 038 037 028
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Individual Tariff Components for Electnclty Transmission by Local Electric
Networks at the 2nd Voltage Class (thous Hr)

Table 1-2

Tanff components
Dnlpro- Donetsk- Luhansk- 2aponzhla- average

oblenergo oblenergo oblenergo oblenergo value

PnmeCosts

matenal costs OBO 048 068 0.25 055

labor costs 170 115 183 104 143

payment for SOCIal measures 077 055 087 050 067

depreCIation 230 171 172 138 178

costs for repairs 157 141 117 208 156

costs of electnclty used for Intemel needs 018 012 007

costs for uSing networks of other transmISSion
licensees 003 0 001

049

Expenses from profTt

deductions development of produclJon 033 291 011 005 085
deduclJons 10 Inveslment 084 054 086 006 057
deductions to current costs 015 047 017 000 020
deductiOns to sOCIal developmenl 046 081 090 020 060
deductions 10 Incenllves 032 052 074 006 041
other purposes 015 013 012 006 011
deductions to creation of Investment fund 011 006 004
deductions to reserve (Insurence) fund 010 0 002
dlvldens 023 0 006
profillax 105 237 124 022 122
deductions to central funds 018 0 005
0 expences rom pro I 351 798 432 071 413

Transmission tariff (calculated) 1125 1543 1118 798 1148

Transmission tariff (approved) 560 739 816 596 878

Ratio of calculeted transmission tariff to
average value of the tariff for 1st Group of
Companies on 089 117 117

Ratio of labour expenses to sum of direct
and Indirect costs 022 015 027 018 021

Varlance between ratios of labour
expenses to sum of direct and Indirect
costs for 1st Group of Companies -001 005 006 003

Ratio of Indirect costs to sum of direct and
Indirect costs 002 022 003 0 007

Ratio of profit spent on production
development plus capital expenditures to
profit for 033 043 022 016 034

Ratio of profit spent on social
infrastructure development and
Incentlvisatlon to profit 022 017 038 037 024
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Individual Tanff Components for Electricity Supply

for the 1st Group of Consumers (thous Hr)

Table1-3

Tanff components
Dnlpro- Donetsk· Luhansk· Zaponzhla- average

oblenergo oblenergo oblenergo oblenergo value

Pnme Costs

material costs 003 002 002 001 002

labor costs 010 008 011 a09 010

payment for social measures 004 004 005 004 004

deprecIation 001 0 001 . 001

costs for repairs 001 002 001 - 001

costs of electriCity used for Intemel needs 000 0 0
costs for uSing networks of other transmISsion
hcensees . 0 0

other costs 008 007 014 003 008
indirect costs 001 007 002 002

total direct and Indirect costs 028 030 036 018 028

Expenses from profit
deducllons development of production 0004 012 001 001 003

deductions to Investment 001 0 003 001

deductions to current costs 001 002 001 001

deductions to sOCIal development 003 003 005 005 004

deductions to incentives 002 002 004 002 002

other purposes 001 001 001 0 001
deductions to creation of Investment fund 0 001 0

deducllons to reserve (lnsurence) fund 0 0

dlVldens 001 a
profit tax 003 010 006 003 005
deductions to central funds 001 000

total expences from profitt 011 030 021 011 018

Supply tariff (calcUlated) 039 061 057 029 047

Supply tariff (approved) 017 100 080 0800 069

Ratio of calculeted supply tariff to average
value of the tariff for 1st Group of
Companies 077 089 117 1 17

Ratio of labour expenses to sum of direct and
indirect costs 034 028 030 052 034

Variance between ratios of labour expenses
to sum of dIrect and Indirect costs for 1st
Group of Companies 000 006 004 018

Ratio of mdlrect costs to sum of direct and
Indirect costs 002 022 005 0 008

Ratio of profit spent on production
development plus capItal expenditures to
profit for 011 039 016 005 023

Ratio of profit spent on social Infrastructure
development and incentlvlsation to profit 041 018 043 058 035
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Individual Tariff Components for Electricity Supply
for the 2nd Group of Consumers (thous Hr)

Table 1-4

Tanff components
Dmpro· Donetsk· LUhansk· zaponzhla· average

oblenergo oblenergo oblenergo oblenergo value

Pnme Costs

matenal costs 015 008 012 006 010

labor costs 048 042 055 047 048

payment for sOCIal measures 021 020 026 022 022

depreClabon 007 001 005 003-
costs for repairs 003 009 003 004

costs of electriCIty used for InterneI needs 002 . - 001
costs for uSing networks of other transmiSSion
licensees

other costs 041 035 072 016 041

indirect costs 003 034 009 011

total direct and Indirect costs 138 152 182 091 1 41

Expenses from profit

deductions development of production 002 059 003 003 017

deduchons tOlnvestrnent 004 000 014 005

deductions to current costs 003 009 005 004

deductions to sOCIal development 013 017 025 024 019

deductions to Incentives 011 o 11 020 008 012

other purposes 003 003 003 002 003

deductions to creation of Investment fund 002 004 002

deduchons to reserve (Insurence) fund 002 0
dlvldens 005 001

prollt tax 017 048 030 014 027

deductions to central funds aas 001

total expences from profitt 05'7 152 105 055 092

Supply tariff (calculated) 196 303 286 146 233

Supply ta"ff (approved) 085 100 080 080 086

Ratio of calculeted supply tariff to average
value of the tariff for 1st Group of
Companies 077 089 1 17 117

RatiO of labour expenses to sum of direct
and Indirect costs 034 028 030 052 034

Variance between ratios of labour expenses
to sum of direct and Indirect costs for 1st
Group of Companies 000 006 004 018

Ratio of Indirect costs to sum of direct and
Indirect costs 002 022 005 a 008

Ratio of profit spent on production
development plus capital expenditures to
profit for 011 039 016 005 023

Ratio of profit spent on social Infrastructure
development and incentivlsatlon to profit 041 018 043 058 035
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Ratio of Individual Tariff Components for Electnclty Transmission by
Local ElectriC Networks to Average Tanff at the 1st Voltage Class

Table 1-8

Tanff Components
Ompro- Donetsk Luhansk Zaponzhla -

oblenergo oblenergo oblenergo oblenergo

Pnme Costs

malenal costs 033 081 197 089

labor costs 083 051 149 117

payment for social measures 085 050 148 117

deprecIation 093 077 124 105

costs for repairs 076 039 070 215

costs of electnclty used for Intemel needs - 1 71 - 229
costs for uSing networks of other transmission
licenses - - 400

other costs 051 040 102 207

indIrect costs 032 307 061

Total direct and indirect costs 075 069 1 15 141

Expenses from profit

deductions development of production 056 287 020 037

deductions to Investment 1 31 063 160 045
deductions to current costs 088 186 127 -
deductions to socIal development 061 070 1 41 127
deductions to Incentives 050 081 207 062

other purposes 096 052 086 166
deductions to creation of Investment fund 113 287

deductions to reserva (Insurance) fund 400

dlvldens 400 -
profit tax 080 122 1 16 082
deductions to central funds . 4 00

Total eKpences from profit 079 123 120 078
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Ratio of Individual Tariff Components for Electricity Transmission by
Local Electric Networks to Average Tanff at the 2nd Voltage Class

Table 1-9

Tan" Components
Dnlpro- Donetsk - LUhansk- Zaponzhla -

oblenergo oblenergo oblenergo obl!!nergo

Pnme Costs

matenal costs 146 086 123 046

labor costs 119 080 128 073

payment for social measures 115 081 130 074

depreciation 129 096 097 078

costs for repairs 101 091 075 134

coc;ts of electnclty used for Internel needs . 245 155

costs for uSing networks of other transmission
licenses . 400 0

other costs 162 061 077 099

Indirect costs 033 330 C37

Total direct and indirect costs 1 11 107 096 064

Expenses from profit

deductions development of production 036 343 013 006
deductions to Investment 146 094 149 011
deductions to current costs 074 237 089 0
deductions to social development 078 1 37 152 034
deducllons to IncentIves 079 128 180 014
other purposes 136 1 12 102 050
deductions to creation of Investment fund 261 139
deductions to reserve (lnsurence) fund 400 0
dlvldens 400 0
profit tax 086 194 102 018
deductions to central funds - 400 0

Total expences from profit 085 193 105 017
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Ratio of Individual Tariff Components for Electricity Supply by
Local Electric Networks to Average Tariff for the 1st Group of Customers

Table 1·10

Tanff Components
Dnlpro- Donetsk Luhansk laponzhla

oblenergo oblenergo oblenergo oblenergo

Pnme Costs

matenal costs 144 078 1 19 059

labor costs - 099 088 114 099

payment for social measures 095 090 1 16 099

depreClalJon 223 022 154 ·
costs for repairs 082 236 082 ·
costs of electriCity used for Intemel needs 4 00 0

costs for usmg networks of other transmiSSion
licenses - - 400

other costs 101 086 1 75 038

indirect costs 026 297 078

Tolal direct and Indirect costs 098 108 129 065

Expenses from profit

deductions development of produCtion 013 351 018 018

deductions to Investment 090 005 305 ·
deductions to current costs 068 221 1 11
deductions to SOCial development 065 085 127 123
deductions to Incentives Oa9 086 162 064
other purposes 114 095 1 13 079
deducllons to creation of Investment fund 147 253
deductions to reserve (lnsurence) rund 400
dlVldens - 400
profit tax 063 1 76 109 052
deductions to central funds 400

Total expences from profit 062 164 1 14 060
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Ratio of Individual Tariff Components for Electnclty Supply by
Local Electnc Networks to Average Tanff for the 2nd Group of Customers

Table 1-11

Tanff Components
Dmpro- Donetsk· Luhansk zaponzhla.

oblenergo oblenergo oblenergo oblenergo

Pnme Costs

matenal costs 144 078 119 059

labor costs 099 088 114 099

payment for sOClaI measures 095 090 116 099

depreCIatlon 223 022 154 -
costs for repairs 082 236 082

costs of electnClty used for Internel needs - 400

costs for uSing networks of other transmission
licenses #DIVIOI #DlVIO' #DIVIO' flDIV/OI

other costs 101 086 175 038

Indirect costs 026 297 078

Tolal dIrect and Indirect costs 098 108 129 065

Expenses from profit
deducllons development of production 013 351 018 018
deducllons to Investment 090 005 305
deductions to current costs 068 221 1 11 ·
deducllons to SOCial development 065 085 127 123
deducllons to Incentives 089 086 162 064
other purposes 1 14 095 1 13 079
deductIons to creation of Investment fund 147 - 253
deductions to reserve (Insurence) fund 400 - ·
dlvldens - 400 ·
profit tax 063 176 109 052
deductions to central funds . 400 -
Total expences from profit 062 164 1 14 060
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
POLTAVAOBLENERGO

Table21

Value
AWIIlIge tor 2nd Group of Dev1abon of aWIIlIge tor 2nd Group

CompaOles ot Companies

Profitability of eleclllCity lransmtSSlO/1 tor 1st voltage dais
(calculated) % 20 42 23
Profitability of lItectnQty ITanSlnlSSlOl1 for 2nd voltage da..

(calculated) % 21 43 ~
Profitability of etec1nQty ITanstnlSSlOl1 tor 1st and 2nd groups
of conSUI11fllS (calculeted) % 16 37 21

TransmiSSIon tanl! for 1st voItaae class (calculated) HrIMWh 343 004 335

Transmission tartlf tor 1st voItaoe class taoorovedl HrIMWh 343 148 19
TransmiSSIon tanff tor 2nd voltage dass (calculated)
HrlMWh 1341 014 132

TranSll\lSSlOlltlrilltor 2nd voltage dass (approved) HrlM'M1 1341 6,59 88
Supply IIrt1f tor lIt group of conlUtMl'l (calcula1ed)
HrIMWh 102 000 10

SuoPIY tartlf tor lIt OIOUO of conlUlMfS IloDl'OWlCll HrtMWII 0151 038 o I!
Supply bnt1 for 2nd group of consumers (calculatedI
HrJMWh 510 000 5 O~
Supply tlnt1lor 2nd group of consul11fllS (approved)
HrlMWh 255 036 2 IS

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Compononts to Profit for
POLTAVAOBLENERGO

T1blo 2 Ib

Elaetrtdty IlIInamtlllon on 1st EIIIClnClty Inn,mlsslon on 2nd Cloclr1ctty supply lor 1"1nd 2nd
vollDgoda•• voltlgo class groups 01 consumors

R:lUo ollDboUr "pen.... to lum or direct and Indlroct COIla 026 tl2e 036

Avlltllge of raUOI of IabOUt expenH' to .um of dlrod and
Indirect coota lor 2nd (""""0 of ComOllnl... 021 021 021

Oevladon belween raUo ollDbour alpens.. to sum 01 dlrod

and Indirect COSlll and .""",pe OO! 004 015

R:lUo Dllndlrect COlli to sum of direct end Indirect _Ia 00 00 000

AveregtI raUo of Indirect coalll to sum of direct and Indirect

coollitor 2nd Grouo DI COlI1Il8nl.. oO! 006 aIlE

DevlaUon between raUo of Indlntd COllI to sum of direct and
ondlrect costs and averngo -004 -004 o O~

Rabo of orofit spent on produCtion develOIlmen' pIUs capita'
oxponS9S to profits for 1nd r.JfOUp of Compflmo9 017 l) 11 001

Average rabo of profil spenl on produCtion deve/opmenl olu.

caPItal expenses 10 profilll for 2nd Group of Companle. 025 027 015

DeViation belWellO rabe of profit spenl on producUon
devolopment plus caP11:I1 expenses to profits and averape -008 -010 -01.

R:l1Io of profit spenl on socIallnfra.truetu", development and

me.nUv!uUon 10 oroftla 012 01~ 031

Average raUo of profit BptIIlI on IOdaIlnfrallrUeture

develooment and IncenliVluliOll to OraIIt 020 017 029
DeviatIon betw.... ratio DI profit BptIIlI on IOCial
Infrallrudulll development and Incentivlaalion 10 prolill and

a-aoe .(108 -006 00
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calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
KHARKfVOBLENERGO

Table 2 2

Value
Average lor 2nd Group of Cev1abon of average lor 2nd Group 0

Companies CompanH!s

Pro1itablbty ofelectnerty transl1llSSlOI1 for 1at 1IClItage
dass lcaJculatedl % 45 42 ~

Profilabilrty of elecIncrty ItansnusslOn for 2nd voIIage

dass lcaJculatedl % 53 43 2C

Profilabdrty of e1ectnerty transmiSSIOn for lsi and 2nd
loroups of consulllllrs /calculeledl % 10 37 2

TransmtSSlOn tanrr for 1st voltage dass (caIcuJaIecI)

HrlMWh 5.3. 004 53::

Transmission tarIlI for 1at voltage class (approved)
HrlMWh 400 1411 2~

TranslT1lsslOn lanff for 2nd voltage class (calculated)
Hr/MWh 2340 014 23 2~

Trans""sslon tariff for 2nd voltage class (approved)
HrlMWh 1283 II SO 604

Supply l8ri!f for 1SI group of COIISIJmers lcalculated)
HriMWh 012 000 06

Supply t8ritf for 111 group of_nwa (apptOVeCl)
HrlMWh 040 0311 0Q.4

Supply tariff for 2nd group 01 consumers (calculaled)
Hr/MWh .,0 000 • 10

Supply tanff for 2nd group 01 consumers (approved)
Hr/MWh 200 0311 164

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit lor KHARKIVOBLENERGO

Table 2 2b

Electricity Imnsmlsiion on lsI Electrlclly IrnnsmlSslOn on 2nd EIQClrierly supply for 1st and 2nd

vollogedass von looda" groups 01 consumors

Rallo or labour expen... 10 sum or direct and Indlf*:!
cosll 012 01 05ll
AVeragtl or mllos 01 labour oxpenHs 10 sum or direct
and indirect cosls lor 2nd Group 01 Comoanles 021 021 021
DeViallon btI_n ratio 01 labour oxpenHalo sum 01
direct nnd Indirect costs and averll\lll -00 -010 021

Rsllo of indirect cost. to tum 01 direct and Indirect costl 001 000 OOC
AVlInage ratlo of Indirect COlts 10 sum 01 direct and
Indirect COils lor 2nd Group or Comaanles OO! 006 001

Devl3llOn between ratIO olondlroct costs to sum 01 direct
and Indirect COlts and averaoe -oO! -ODe -oOl

Ratio 01 prolll spent on production developmenl plus
caprtal expenses to orofils for 2nd Grouo 01 Comoanills 00 019 OOt
AYlIrage rallO or profit spent on production dovelopment
plus caprtal expenses 10 prollls lor 2nd Group of
Cornuan...s 025 027 o II
Oevtal,on belwetln rallO 01 prolil spent on productIOn
deYlliopmenl plus caplIai expenses to profits and
aVllraae -023 -oOB .Q II
Rabo 01 pnlftI .pent on lOCiIIinfrallrUetur1l dlIYlIiopment
and Il1ClIfItIvtsaUOn to arollll 048 o3! OT(
Avenge I1IlIo of plQftt spent on IOCiIIlnlraslrUetur1l
deYl!lloomenl and Inc:entlvlsallon to III'Oftt 021 01 O~
IDlIVIalIDn be_ ratio or plQllt spent on SOCIal
Inlras1nlcluns development and Incenllvlsallon 10 plQlits

and aveIlIglI 028 018 041

fO
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
PRYKARPATnAOBLENERGO

Table 2-3

Value Average for 2nd GrouP of Companies
DevlabOll of average for 2nd Gnlup

01 Com;IanIes

Pftlfitlblllly 01 e1ednaly 1I'ansnvsslon for lit VOltage CIUS
licalculated) ~ 44 42 1

Prafitablilly 01 olectnClIy tranS/IMSSlOll for 2nd VOltage etass
(caICIJlated) % 43 43 1

Prafitabdlty of olectnClIy tl'anl/TllSSlOfl for 1st and 2nd groups
of conlume" (caICIJleled) % 33 37 ..
T_ tanff for 11t VOltage cIaSI (calculated)

HrlMWh 659 004 65::

Ttllnlllldllon tanll for 111 VOltaae dau (aDproved) HrlMWh 544 146 39!

Tranl/TllSSlOll Ianll for 2nd voltage etass (calculated)

HrlMWh 2278 014 22~

Tran"",UIOfI Ianft tor 2nd voltage etan (appraved)

HriMWh 1882 859 '2~

Supply tarlfl for lit group of consumers (calcula18d)
HrIMWh 111 DOD ",
SUDDlv lIIdll for 1.t ClOUD 01 conaumera lao"",""",1 HrIMWh 100 038 O~

Supply radII lor 2nd group 01 conlUlllllf'S (C8lculaled)
HrlMWh s~ 000 5SE
Supply tlrill lor 2nd group nI consumers (approved)

HrlMWh 500 03B 4~

Ratio of Calculatod Cost Components to Sum of Costs and Ratio or ProfIt Compononts to Profit for
PRYKARPATTIAOBLENERGO

Table2-3b

Electrlclty lranwllion on 111 EleclrlcllV tnnsmlsSlon 011 2nd ElecIrlClty sUPDly lor lSI and 2nd
VOllllge elIIll volt:Jll°C1.,ss grouPI of consumers

RlIUo 01 labour elPlnlel to lum of direct and Indirect COlli 013 011 o4f

Average 01 rafl08 of lIIbour elpen_ to IUm of direct and

Indirect COIls for 2nd Croup of CornuanHl' 021 021 021

Oev1aUon belw""" raUo of labour elp~,elloIUm of direct
and Indirect COlli and averao. -008 -005 02

RaUo oIlndlrtlCt COlli to IUlI1 01 dnet Ind IndiJKt COlli 034 034 o3~

Average raUo of ,ndlrect COils to lum 01 direct and Indirect

C0811 for 2nd Grouo 01 Comoaolel DOS OOB DO!

DevlaUon belween ratio of Indirect COlts 10 sum 01 direct and
Indirect COlts and averace 029 028 03

Rabo nI praftt spenl on producbon dewlopmenl plus capital

e.penlllll to proftls for 2nd Gnlup 01 Companll.s 044 042 004

Average rabo 01 profitspenl on produetJon dewl""""",l plu.
caP11a1 ••penseslo praflts for 2nd Group 01 Campan_ 025 021 o I!

DevlaUon belween ratio 01 profit spent on production
develOpment plus capital expenses to praflls and averaoe 019 015 -0"

Rallo 01 prollt spent on soetalln!lPlnJC:lUN~t
and In-.Uvlullon to proIlla 013 015 032

Amage tIIdo 01 proIII spent on IOdaIlnfrallnlclUrt
d~tand IncenlMsallon 10 profIl 020 017 OZS

OIvIalion balwaan raUo 01 profit_I on !IOCIlII

In!Iaa1IuclunI development and 'n«:eniMulion to prolIla and

-ve -007 -003 oDol
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Calculated Indicators (Profitability and Tariff), Averages of Indicators and Vanances with Indicator Averages for
LVIVOBLENERGO

Table2~

ValUe
Average far 2nd Group of OeVlabon of awraoe lot 2nd Group 01

COrnpar118S Compantes

Profitalltllty of electrioty transmISSIon far 1stvoltage dan

(calculated) % 17 42 2!
Profitability of e1ectnoty tranSllllSSlDn for 2nd VOltage dass

(calculated) % 17 43 25

Profitability of _oty transmISSIOn lot 1S1 and 2nd groups of
consumers [calculetedl % 20 37 17

Transmlaslon lalIfflot 1st VOItaae dass Icalculal8d) HrIMWIl 481 004 45B

Transmission tariff far 1st WIlla"," dau1._1 HrIMWIl 490 146 344

TransmiSSIon tanl! for 2nd vOllaae daIS Icalculal8ll} HrlMWh 2211 014 220<

Transmission tanl! for 2nd voltage class (approved) HrlMWh 2044 659 1365

Suoolv tariff lor 1s1 omuo of CCllaumetl (calcuJatadl HrIMWII 2217 000 2217

SUoolv lllrilllor 1.1 crouo of CClllUmetI (.""roved' HrIMWII 2044 03l! 2006

Supplv lariff for 2nd DrOOP of CCllSUI1llHS lcalculaledl HrlMWll 657 000 65

Supply larilllor 2nd group of conlUl1IlHS (approved) HrlMWh 400 036 364

Electricity tnInsmllllon on Elec:tttdty tnln,mlsslon on 2nd EloclncUy suPOly for t .. and ~nd orouos of
111 vollaga da•• voltago c1u. conaumnrs

RaUo of labour ••oens.. 10 aum of direct and Indirect costa 02 022 050

A.....ge or ratios of labour ""pen_to sum 01 dlrKI and
Indlract COItII fot 2nd Grouo of CarnllenIH 021 021 021

OevlaUOR belwtltn raUo 01 labour e.penl.. 10 BUm of direct
and Indlrec1 COIlS and averaOlt 00 001 02'!

RlIIo 0I1ndIrwct cosll til aum of dlntct and Indlruct COIlll 001 004 o 1C

Avenge 11I110 of Indlruct coslllll aum ofdIfIIct and IndIfIIc:t
COIlll fot 2nd Grouo of CamoanIee CO! ODa COl

O."laUOR beIw.n rallo of indirect castllto sum of dl...:l and
Indirect COIlll .nd avel'lllle DOD .0 0, 00

Habo 01 prahl sponl on produc1Jon d9V1Jlopmoni plu. cap,"'1
••pen...s to proAts for 2nd Grouo or Com""nl... C25 024 o 2!

Average ratio of proftl spent on production development plu.
capltal ...pen.... to oroflts fot 2nd Grouo 01 Cornoanlee C25 027 o I!

ee....tion belwtltn raUo of proftt spent on production
dovelooment Dlus capital ••pen... to proftts and a-..ge 000 .003 005

Rallo of prolII spent on sodallnfnlllrUc:lln deveIopmenland

Incenllvlsation 10 orofilll Oil 015 OlE

Avenge 11I110 ofpnIlItll*ll on IOdIIlnfraIbuctu,.
d_Iend lranhtatlon tolll'Ollt 021 011 02'!

DevlallonII-'-' ,.110 of prolllllPl'lt on IOCiIIInfnlHuc:lure
dnelclllf'nent and Inc:IntivllllUOR 10 proftII end_o- ~Qlj ~tr. ~1~

I
I
I
I
I
I
I
I
I
I

Ratio of Calculatod Cost Components to Sum of COltl and Ratio of Profit Compononts to Profit for LVIVOBLENERGO
r"blO 2-4b
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
CHERKASYOBLENERGO

Tabl.. 2-5

Value
AY8lage for 2nd Gnlup 01 DeYlabon of aY8lage lor 2nd Group of

CompanHlS CompanIeS

Prolilablll\y of llIec:lnCI\y lransmossaon lor 1st vottage class
(calculated) '4 41 42

Profitability olllleclnQty lranSlnlSSlon lor 2nd vol1age ClaSS
(calculated) % 40 43

PmftIabllity of ..,ectnaty lransmlSSlon lor 1st and 2nd
IQIOUIlS of consumers (calcul..ted) % 40 37

TI'lIllIITlISSIOl'l tarlfl for 1st voltage dais (calculated)

HrlMWh 296 004 29
Transmossoon _lor III voltage CIa.. (approved)

HrlMWh 2.31 148 Oal
TranS/lllSSlon Ian" lor 2nd vollage dass (calculated)
HrlMWh 2971 014 295
Transmllllon Ian" lor 2nd voItag.. dau (approved)

HrIMWh 22.111 858 ISS

SU1lIIIV tarlfI for litgroup01_ (caJculal8cl)
20!Hr/MWll 208 000

SUpply tarlfI for 111 group 01 COIItu_ (appIlIVeII)

HrlMWh 047 038 011

Supply 1a.1I1 lor 2nd group 01 consumers (calculated)
Hr/MWll 10411 000 104!

Supply lanll lor 2nd group 01 conlUmers (appl'OVlld)
Hr/MWll 238 0311 20C

Ratio of Calculated Cost Components to Sum of Costs, and Ratio of Pront Components to Pront for CHERKASYOBLENERGO
Tabl.. 2 5b

ElecltIdty tranamllllon on 1.1 Eieclrldty lnInamllalon on 2nd ElecltIdty .upply tor lit ane 2ne
voIl111gedall 'IOitagoda•• grouPI 01 consumers

Ratio of labour ...pen.... 10 sum 01 direct ane Indirect
COIlS 018 018 01'

AVVoIge 01 latlol oIlibour e.pen_ to sum of direct ane
Indirect COIlS lor 2lKl GrouP 01 campan•• 021 021 021

Devlatlon be_ raUo 01 labour ...penH. to tum of
direct ane indirect COIlS and a......o.. -lI02 -lI02 -lIO

RlIIo 0I1nd1racl c:oIII to tum 01 dlrectand Indkec:t c:oIII 000 000 DOC

A~ Ia1Io oIlndncl_tI to aum of diIwc:l and Indlrwd
_lot 2nd Qn:Iup 01 CamPa... 005 0011 OCE

o.vt.adon between laUO oIlndlrwd coati to tum 01 d1rwd
and Indirect _ and avenJoe -lIOS .(lOll -liCE

Rado 01 profit spent on produetlon d..YtIlopment plus
capital ...penses to proftlll for 2nd Group of Cornpanl... 019 020 01'

Average rabo of profit sp..nt on Production development
plu. capital ...penses to pttlflls for 2nd Group 01
Compan,es 025 027 o 1!

Devlatlon belwe.n lallo 01 prolit spent on produetlon
dev_1 plus caPItal ...pense. to pmftls and aver3Qtl .(lOll -lI07 000

Ratio ofproftl spent on .ac:lallnlnl._ development

InC IncentiVlsalion to llf'Oftli 008 008 00'

Avertlge !doofproIlIlIPenl on 1Oc:Ial1nfraatNctu,.
t and Incenti....1ion to llf'Oftl 0.20 017 O~

DevI8tIon~ !do of proIlI apent on IOdaI
In!rllallud&n de9e1opmenl and Incend....1ion III ptoIIlI
and_ge .c 12 -lila -lI2C
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Calculated Indicators (PrDfttablllty and Tariff), Averages of Indicators, and Variances with Indicator Averages for KYIVENERGO

Table2~

Value
A..-ge for 2nd Group of OewlllOn 01 avwall8 for 2nd Group
~ of CompanIes

Profilabdtly 0I1lednCIlY tmISmIUiOIl for 111 voIIaoe
clasS (calculated) "" 129 42 e
ProIilab'UIy of eledriQty tmISmIUiOIl for 2nd WlIIaI/8
class (calculated) % 131 4:J Bf
ProIitablbly of llIedndty nnsmlSSlon for lSi and 2nd
:IlfOUPS or consumers (calculetedl % 167 37 13C
T~ Iartf! for 111 \IOItage c:Iau (calculated)
Hr1NWh 2.14 004 21e
T~_ror1l1von.geGIUa(~l
Hr1NWh 2.14 146 OeE
TranstnlUlOlllardf for 2nd WlIIaI/8 clasS (caJculaled)
HrlM'lllh 10 13 014 995
TranltlllSllon tariff for 2nd WlItage cIaU (approyed)
HrlM'lllh 1018 859 358
Supply tariff for ll1QfOUll ot__(calcUlItICI)

HrIM'IIIh lee 000 leE
Supply l8riff for 111llftlUP of__(approwcI)
HrIM'IIIh 045 0311 O~
Supply \arill for 2nd fltOUp 01 (;lIIIlUmetI (calculated)
HrlM'lllh 830 000 83C

Supply Iartf! for 2nd fltOUP 01 (;lIIIlUmetI (appmvedl
HrlM'lllh 224 0311 1811

Ratio of Calculated COlt Componentl to Sum of COlts and Rallo of Profit Componentlto Profit for KYIVENERGO
Tabla 2-611

ElttClridty tranamlaalon on III Eleclridty nnamlaalon on 2nd Electrldty lupply for , .. and 2nd
WlItagectall WlIlagectall IlfOUPI 01 conl.rneno

Ratio of labour a.pan..lto tum ofdl~ and Indl~

COIla 021 0 DI

A_lie oflllllal oflallourUI*1MIto IUIIl of dlNCt Incl
Indtnlct COIla lor 2nd Gnlult aI COrrIOIInl.. 021 021 011

Devtallan betwHn rallo of IaboUt ••pan_to aum of
lllrwct and In<ll~COlli Ind._ f100 f101 .00

Rallo of IndINcl COIIIID IUlII of dlNcl Mel IndkacI COllI 00:1 000 DOl

"'--ell IIIlo of IndkacI COllI III aum 01 clINc:t and
Indnct COllI for 2nd Gnlult 01 eon-nlaa OOJ DOl OOl
Oevtallon between ratio d IndINcl COIIIID aum 01 dllect
and Indll*:! COllI and IveralM -00.1 .00.1 -00

Rallo 01 praIIl _I on productlon dlvelapmanl p1UI
capllale'IIII\_lo profits for 2nd Grouo of Comoanlll 003 OOl 01
Average raDo 01 profll spenl on P/OCluetlon dllVllloPtnenl
plUl capltal ••pan... 10 proftll for 2nd Group of

025 02 01

dIvaIopmanl plUi capilal "l1li\111 to PIllftII and
a....ae .02 .02 00

Rallo of prallt apIl\l on aocIaIlnItmruclln~I
and IncendvlaaUan 10 proftla 01 01 OIC
A--eII rallo of profil spent on IOCIaI infraIlntc:in

1and Inc:enllvillllon IllIllOftt 02Ci 01 0.21
Oevtadon between ratio d praftl II*\lonlOClal
InfIaItt\lcIIn dIveIopment and IncanfMuIlon to pralIlI
and.....-age -o.ll3 001: -011
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Vanances with Indicator Averages for
ODESAOBLENERGO

Table 2 7

Value
Average lor 2nd Group of DeVlabon of average lor 2nd GrouP of

Companies CO!npa/ll8S

Profitablllly of eI/ICIIlQIy lran_ lor lsI YOllage dass
(calCUlated) 'lio 25 ~2 1
Profilab~11y ot eI/ICIIlaly Iran_on for 2nd vol1age dass
(calculated) 'lio 13 ~3 ~
ProfitalHllly of eI/ICIIlQIy IrallSlT1lUlon lor lsI and 2nd groups
of consumers (calculeted) % 10 37 27
Tranllll1lS!lon lanlflor 1stwltage dass (calcula1lldl
HrIMWh 358 O~ 3504

TranMlluion lanlf tor lslvoltage c1asa (approved) HrIUW!l 42 I ~8 27
Transmt!lSlon tanK tor 2nd voltaoe dass (calculated)
HrlMWh 1655 0'4 1641
TransnuSSlon tanK lor 2nd voltage da.. (approved)
HrlMWh 1810 659 1151

Supply larllllor IIIgroup of _merw (calc:ulal8d)
HrlMWh 102 000 10

SUpply IIIIIf lor III group of CCII'I8Ullln (lpllllMdl
Hr1MWl1 070 036 034
Supply taril! fO( 2nd group of conSUmei'll (calCUlated)
HriMWIl 511 000 511

Supply tanK for 2nd group of consumers (apProved)
HrlMWll 3&1 036 :1 14

Ratio of Calculated Cost Components to Sum of Coats and Ratio of Profit Components to Profit for ODESAOBLENERGO
hbl.,27b

Electttetly ll':Insmluion on 111 EleclrtClly lr:In"""salon on 2nd CloctnClly .upply for lst ,nd 2nd groups
voltage cia.. vollagoc:la.. ofconsul'nlH"S

Ratio oIlabOllr eXDeI1s.. lo lum or direct and Indirect cc.ta 021 019 051

AVfllllge of ratioa ollabOllr ex.....- to lum or direct and
Indirect cosls for 2nd Croup or Companl.. 021 021 021

Deviation belwll9n ratio of labour expens.. to BUm of direct
and indirect caall and aVfllllge 000 -002 030

RltIo oIlndl.-:t COllI III IUm 01 dnct lind Imhct COllI 004 004 004
A-.ge ratio 0I1ndl.-:t COlli 10 IUJII 01 dlNdMd lftdlr8d
coeIIlor 2nd Gtouo 01 ComoanlH 006 006 006
DevIIlIon IletNeen t1Itio oIlndlreet CMtalo sum 01 direct
and indirect COIls and average -00' -002 -00

Ratio of profil'llfII1t on production development plus capital
9xpen... to pronls for 2nd GrouD 01 ComDano.. 0~9 O~ o 1!

AVfIIllge raUo of profil spen' on produc:1lon development
piUS c:ap,talllxpenses 10 profits lor 2nd Group of Compan... 025 027 o t!

Deviabon between ratio of profit spenl on production
de.eIopment plul caDltal exp_ to orofits and aVflllloe 024 007 00

Rado of proIlt spenl on IllCIallnlrutrve:lunll~t
and Incanllvlullon to orolIli 008 012 031

A-.ge ra1Io of proIlt 11*11 on IllCIalIn!nlalluclure
dewtoomenl and Incenllvlullon 10 PIOftI 020 0'7 029

DevIation between nltio 01 proflt spenl on IOdIl
InfnlltrUeturwlleVelDpmenl allCllncenlivisallon III proIIti
and average .011 -005 00



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Calculated Indicators (Profitability and Tariff) Averages of Indicators and Vanances with Indicator Averages for
K1ROVOHRADOBLENERGO

Table 2-8

Value
Average lor 2nd Group of DeVlaIIOn of average tor 2nd Group 0

Companies Companl8$

Profitability of e1ectnclty ltansllllsslOn for 1st 1IOItage dass
calculated) % 10 42 -34

Profitab.rty or electnelty ltansllllSSlOn tor 2nd 1IOItage dass
calculated) % 18 43 2

Profitab.rty of elllClnCIty IransmosslOn lor 1S1 and 2nd
iglllUDS of consumers (calculeled) % 14 37 24

Transmosslon tantftor 1st vcItage dass (calculaled)

HrIMWh 751 004 74
TraMlTllSSlOn tanlf tor 1st voltage dass (approvecl)

HrIMWh 551 '46 4 O~

TransmIssIon tanft tor 2nd voltage dass (calculated)
Hr/MWh 2046 014 203
TransmISSIOn tanft for 2nd voltage dass (approved)
Hr/MWh 1846 659 118

Supply Iartlf for I SI group of consumers {calculaled}
HrlMWh Oil<! 000 09

Supply tartlf for lIt group of consumerw (approved)
HrlMWh 045 0311 OQl;

Supply larllt lor 2nd group of consumers (calculatedl
HrlMWn 489 000 4611

Supply larllt for 2nd group of consumers (approved)
HrlMWn 225 036 169

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Prollt Compononts to Profit for
KIROVOHRADOBLENERGO

Tabla 2-8b

Electricity transmission on EkJetricJty tr"1""ml'\Slon on ~net Eloctrtelly ,upply for lsi and 2nd
lsI 1IOIlage class volt"1Qo class grcups of consumers

Ratio or labour expen.ee 10 .um of direct and Indirect
COil. 01 021 020

Avellllle Of ratIOs or labour expensel to sum of direct and
Indirect coslllor 2nd Grouo 01 ComoanlllS 021 021 021

CevlaliOn between ralio 01 labour expenses 10 sum 01
direct and Indirect COlli and average -007 000 -001

Rello of Indirect COII1IO sum of direct Il1d indirect coati 0011 01 012

AvenIQe rallo of indirect COllI to sum of direct and indirect
COlli for 2nd Group of Companlel 005 0011 oDe
Qevlatton between ratio Of Indirect costs to sum of direct
and Indirect costs and averaoe 003 007 005

Ratio 01 prolll .""nl on production development plus
capHa! e_""n58. 10 prollls lor 2nd Group of Compan",. 026 030 022

Average ratio of prolll spent on production dllYeIopment
plus caprlal ._""n58' to prolils lor 2nd Group of

015Comoan",. 025 027

DeVlallOn betw<l8n ratIO 01 prolll .""nl on production
development plus cao~a1 ex""nses 10 prolll. and averall" 001 003 006

Rallo of prolll spent on SOCiaIlnlrastNCIUns develOpment
and tneentlvlsatlon 10 orolllS 039 035 042

AveIWIItI .-.0 of pnlflt eoent on IOCl8Ilnfr1ntrueture
d and Incentlvlllltion to oroflt 020 01 021

CevlalIon between ratio of prollt apenl on social
Infrastructure developmenl and IncentIvlsatlon to prollts
and average 019 017 01
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Calculated Indicators (Profitability and Tarlfl), Averages of Indicators, and Variances with Indicator Averages for
R1VNEOBLENERGO

Table 2 9

Value
Average for 2nd Group of DeVlabon of average fo' 2nd Group of

ComParu8S ComParues

Profitallll'ly of eIec1nClty ttanS/1USSlon tor 1st voltage c/aS!
caICtllal8d) % 38 42 !

Profitablhty 01 e1ectnClty ttanS/1USSlon tor 2nd voltage
etass (eaICtllated) % 20 43 :z:
Profitablhly of e1ectnClty ttansmtSSlon for lSi and 2nd
lorouDS of consumers (ealCtlletedl % 15 37 2:
TransmoSSlOn tarfff tor 1S1VOltage class (calculated}
HrIMWh 504 004 50<
TranemlSlon tanlllOt 1S1 voltage ctau (allProved}
HrtMWh ~B3 146 33
Tl1il1sm,SSlon lanll fOt 2nd Voltage claSS (calculated}

H'/MWh 2026 014 20 1:

TransmiSSIon lanll for 2nd vollage cia•• (approved)

H'/MWh 1951 659 129

Supply tarfff for 111 group 01 conlU_ (calculallll}
HrtMWh 042 000 O~

Supply tattl! fO/' 111 group 01 conium... (app<oYed}
HrtMWh 070 038 030

Supply tanl! fOt 2nd ll1llUP of consumers (calculal.d)
HrtMWh 2DQ 000 209

Supply !:Inl! for 2nd group of consu,""" (approved}
Hr/MWh 3..0 036 314

Ratio of Calculated Cost Components to Sum of Costs and Ratio 0' Profit Compononts to Proflt for RIVNEOBLENERGO

Tilble29b

Electttclly ltllnamlallon on IB' Eloclrlclly Inn.ml.Slon on 2nd [Ioclnclly .upply lor I,. ,nd 2nd group.

voltage clall vDllaDo Cl,.. of consumors

Ratto of labour 4!Jl:pnnlltta to sum or dlmct lind Indlmct

costa 025 026 016

Avemge Of raUOI of labour lIXDenlH to lum of direct and
Indirect co.1lI for 2nd Gmuo 01 Comoanlnl 021 021 021

Deviation bAtw"n rallo of labour oXoen191 to sum of
dl,ect and Indirect COBta and av"","" 005 005 .oO!

Ratio 0I1nd1tec:l coalll to sum of direct and indirect CClala 000 000 DO<

AVlIIlIIIIe redo oIlndlrect coale to sum 01 direct and Indl..et
costa for 2nd Grauo or Com"",,1es 005 006 001

Deviation between ratio of Indirect coale to IUm of direct
dod Indirect costs and dvernoe -005 006 .oOE

R"ijo 01 prom !IIlanl on Oroductioo develop"","l plus
capital ~':Den'iflia to orofit, lor 2nd GroUD ot Comoamo$ 01. o JO 00<
Average rabo of profit spent on producbon devBlopment

plus capital expenses \0 oroftls fot 2nd Group ot

Como"mes 025 027 OJ!
development plus capItal expenses 10 profits and
averaae .00: 011 -OJ!

Ratio of proftt_t on lIOdallnfrallnJctUFII development
and IncentiVlssdon to orollts 030 013 0~1

AVIIIrage ratio 01 profit apenl on sodaIlnfraltnJcluFII
d9Wllllamen1 and InclInllvlullon to oroftt 020 017 0.21

Oevtallon be_ ratio of prollt_I on aocIa1
InfrallrUeture development lind Incentivisation to proftle
anc:Ia-.ge 010 .004 01
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
KYIVOBLENERGO

TaOle210

Value
AV8l3g1l Iol' 2nd Group of DelllabOfl of average Iol' 2nd Group

CompanIes of Compames

Profitabtllty of electnClty 1ra1lSllllSSl0fl for 'SI voltage class
(calculated) % 51 42 5
Profitab~'ty of eleclnClty IranstnlSSlon for 2nd voltage class
(calculated) % 53 43 lC
Profitabll,ty of eltlCtnClty lransmtSSlon for , st and 2nd
groups of consumers (calculeted) % 52 37 15
TratlM1IS8IOII tarifffor lat vollage class (CIIIaltated)
HrIMWh 482 004 45li
TranSllllSlllon tariff for ,st voltage class (approveclj
HrlMWh 411 146 2 6~

TransnusSlan tanff lor 2nd VOltage da.. (calculated)
Hr/MWl1 2,37 0'4 2' 2
TransmlSlllOlltanff for 2nd voltage cia.. (approveel)
Hr/MWl1 1836 659 "79
Supply tarill for 1st group of conSUmB/$ (calculated)
HrlMWh 122 000 '2
Supply wrtl! for 1St group of conSUmB/$ (approved)
HrlMWh 072 036 031:
Supply larlff for 2nd group 01 con.ume~ (calculated)
Hr/MWl1 611 000 611

Supply larlff for 2nd group at consumo~ (approvecl)
HrlMWh lOll OJ6 324

Ratio of Calculated Coat Componenta to Sum of Coata and Ratio of Proflt Compononts to Proflt for KYIVOBLENERGO
Tabla 2 lab

Eloclttdly IrlInll1llallOn on lal EloctriC11y Inn""",.,on on 2nd Eloclttclly supply lor lsi and 2nd
YOllageclau voltagn claSI groups of CDnRumor'S

Hatio of labour oxpenaos 10 sum oJ dlroct and indlroct
costa 029 026 03.

Aver:age 01 ratios ollaOour "xponsea 10 aum 01 dlroct and
Indl""" costs lor 2nd Graue 01 ComDDnles 021 o~, 021

DalllaUon between ratio of labour exp""... lo sum of
dlroct and indirect costa and averaQll 008 005 0"

Rallo of indirect coata to sum of d1rectlllld IndItact ca... oOIl 000 000

AV8l8Q8 rallo 01~ ca... to sum 01 cIIract and indirect
coats for 2nd GIOuP ofC_ ooe 006 006

De\lfallon between raiD 01 indirect coatalo IUll1 01 direct
and Indirect com and averaDII .() o~ .(J06 .(J oe

Ratio of prom spent on productian development plul
cap,lal exoen.... l0 profits lor 2nd Grouo of Compan,es 051 o ~1 051
A.....ge ratio of pl1lfil Ipent on producUan d.velOPment
plu! capllal e.pen.... to profits for 2nd Group 01
CQIIlIlan,ea 025 027 0,5

C8IIIaUon oetw""" ralo 01 profil_t on producUon
d• ....,pmenl plu! cap.lalexpen... 'o profits and average 026 024 031:

Ratio of profit spenl 011 IOCiallnfi'ullUdure d.....op"*'t
and IncenUvlealon to croftls 010 0,0 o1G

Average rallo 01 prolit spent on SOCIIIllnfraslrUcture
do_Iand IncentMulion to IlftlfIt 0211 0,7 02!l
o...tallon between ratio 01 pmfll spent on eocIaI
Infraatrudure dlwlopmenl and IncInti1llu1ion to profile

.() 1Sand average .() 'C -008
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Calculated Indicators (Profitability and Tariff). Averages of Indicators, and Variances with Indicator Averages for
CRiMEAENERGO

T8bl0211

Value
AlIllIago for 2nd Group of Oe....abon of average for 2nd Group

Companllls afC_

ProfitabIlity of lIIeCInaty 1I'aI1S1T11SS101l for lSi Wltage dlIss
(calculaled) % 1,7 42

Prafitabdlty of lIIeCInaty tran!llT\lSSlon for 2nd YOItage class

(calculatlld) % 1,8 43 I
ProfitabilIty of 8Iec1naty tranSlTllSSlO/1 for 151 and 2nd
groups of consumers (calculeled) % 32 37 !
Tranlll1llUlOll tanfl far 1st YOItage class (caJculatlld)
HrlMlNh 1,8J, 004 400
ITranarnission taril! for 1st YOItaQe claD (approved)

HriMWIl 380 H6 234
TranS/lllSSlon tanl! for 2nd voltage class (calculaled)
HrtMWh 1758 014 1744
T",nSl1lls"on tanl! for 2nd voltag" class (appraved)
HrtMWh 1458 659 799

Supply tarifffar 1.1 group of consu"*S (calculal8d)
HriMWIl 0111 000 060

Supply tariff tar 1.1 group of conSUIllllfl (Spproved)
HriMWIl 052 036 Olf

Supply tanl! for 2nd group 01 consumers (ealeulated)
ItrtMWh 403 000 40

Supply tariff for 2nd group of con.umers (approved)
HrtMWh 200 038 224

Ratio of Calculated Coat Components to Sum of Costs and Ratio of Profit Compononts to Profit for CRIMEAENERGO

Tabl" 2 lIb

Elaetriclly lransmlsalon on 1st elDC1J1Clly tnn'UnI'tSion on 2nd Electr1clly ,",pply for 1'1 and 2nd
vollage cia.. voIL"Jgo class group. of consumers

Ralio of labour expon.e. to sum at dlroct and Indlmct

calli 026 025 03

Average of raUo. of labour expen... to sum of direct and
Indirect ca.1I far 2nd Group of Campanili. 021 02'1 021

O".....Uon _ ..... raUo of labour e.pen_ 10 sum of

direct and indirect casll and all8laOQ 006 004 011

Rallo of indirect castllO IIll1l1 of dlrectand indirect coati OO! 005 00
A...ge 1II11o of indirect castllO IIll1l1 of dlrect Incllndlrect
coall for 2nd Glauo of Comcanlel OO! 006 00l

DevlaUon~ rallo of Indirect coats 10 lum of dIrect
ancllndlrect coils and aVllllloe -001 -a 01 -a0

RaUo of profit saenr on producllon dtlWlapmenl plus
capItal a.pen,,,,, 10 proAts lor 2nd Group of Campano"" 017 o 1R 00

Average ratio of proAt spent on productian develoPment
plus capltalexpen""" to prams for 2nd GrouP 01
CornDal1ln 025 027 01

DevtaUon be.........Uo of proAl spent on producUan
developmenl PiuS capItal expenses to profits and a....oe -a O! -a 09 -all

Raila of profit apenl an ICldallnfraltnJcturs developmenl
ancll~UvlsaUonto profits 019 019 02

A-.ge ralla ofpraftl_l on ICldaI inlraIlruclure
O~devei<lamentlnd Incentlviutlan 10 _ 017 021

Devlatlan~ 1II11o of pral\laaenl on aadal
Infraalnlclure eIevelapmenl and IncentlVlaaUan 10 proIItI
and IVlIIlIge -001 002 -oO!
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Costs of Electricity Transmission by Local Electric Networks at
the 1st Voltage Class (thous Hr)

Hagler Bailly

Table 21

-.Q
o

Poltava Khark.v Prykarpatlla LVlv Cherkasy Kylv Odesa Klrovohrad Rlvne- Kylv Crimea

oblenergo oblenergo oblenergo oblenergo oblenergo energo oblenergo oblenergo oblenrtgo oblenergo energo

Pnme Costs

matenal costs '1)'& 57~b U 907 lrlb 399 843 324 634 2320 1311

labor costs 3)31 217& 11uu 32~3 I3H 1329 3080 1265 2216 5259 3347

payment for social measures 1910 IHo u 1~43 638 693 1-163 622 1054 2498 t663

depreciatIOn 29uv 73lb 4~~U 3800 109' 1392 3143 2865 2593 3756 2829

costs for repairs 2U~S 322& 2)u 1575 1378 1700 1915 3316 662 2858 2t28

costs of electncJly used for Internel

needs 359 U U III 0 138 200 137 191 0 0

costs for uSing networks of

other transmission licenses 0 0 u 1300 0 0 1106 0 0 0 0

other costs 5il HII U 6-1-1 1901 51-1 2513 51 1349 1604 739

Total IH~ 22819 b3O)U 13123 6998 6165 14263 8580 8698 18295 \2077
Indirect costs 2~3 0 mil 692 0 120 618 791 0 0 572

Total direct and Indirect costs 13628 22819 900 13815 6998 6285 148BI 9371 8698 18295 12649

Expenses from profit
deductions development of productIOn 3~ H8 134 858 26 19~ 395 12 58 205 230

deductIOns to Investment 6)) 0 2~9' 0 763 156 2139 350 1045 6653 1200

deductions to current costs 31, 1329 0 -ISO ~31 772 428 0 428 372 2550

deductions to social development PO 6060 ~oo 262 2~1 591 277 243 395 428 667

deductions to incentives 3)3 Hi 3au 257 100 11(,.1 162 298 1010 856 920

other purposes 99' 37 ~3~ 377 1126 1126 241 80 46 447 138

deductions to creation of Inveslmenl fund 2b1 0 U 207 173 772 145 0 300 0 0

deductions 10 reserve (Insurence) fund u 0 3% 0 0 2563 0 0 0 0 0

dlvldens u 0 u 0 0 772 0 0 0 0 0

profit tax ", 3S'~ 1 ,~ 1033 1226 213~ 1408 -121 1407 4000 2445
deductions to central funds u '121 u 0 0 0 0 0 0 312 t90

Total expences from profit H'I 13866 ,9b' 3"'"'"' -1087 102-14 5194 1404 4689 13333 8340

Total expenses IH7S 3668-1 1S6b' 17259 11085 16529 20075 10775 1J388 31628 20989

Profitability of licensed activity (the ratio

of aftertax profitability to the sum of

direct and Indirect costs) 020 045 044 017 041 129 025 010 038 051 047

Average profitability 042

Deviation from average profitability -023 003 001 -025 002 087 017 032 005 009 004
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Costs of Electricity Transmission by Local Electnc Networks at
the 2nd Voltage Class (thous Hr)

Hagler Bailly

Table 2 2

~

"""'

Poltava Kharklv· Prykarpattla LVlv Cherkasy KYlv Odesa Klrovonrad- Rlvne- Kylv- Crimea

oblenergo oblenergo oblenergo oblenergo oblenergo energo oblenergo oblenergo oblenrtgo oblenergo energa

Pnme Costs

matenal costs ·OblJ 111'4 U 1491 2721 'HI> 2334 1288 733 2585 2781

labor costs 7,9, 539 1 199~ 6921 '6,2 3133 ti·t75 5247 3114 6428 6964

payment for social measures .. 10- 2601 IJ 327b 26ti.. 1637 ..026 2471 1470 3051 3482

depreCiation 6238 1..2ul ,uu~ 8362 ..,9" 3099 5323 7166 3658 8764 7422

costs for repaIrs ....83 8302 2,u ,9b 5797 378.. 8710 3720 890 2070 4648

costs of electriCity used for Internel

needs 77~ u (I 632 180 505 547 265 766 0

costs for uSing networks of

other transmission licenses 0 u u 2300 0 7370 0 0 0 0
other costs 1229 ..679 u 151.J.l 800.. 836 6797 203 1603 1787 2056

Total 2878, 46329 7256 31).41 .. 29.. 52 13595 43540 20642 11733 25453 27353
indirect costs ,13 0 3711 1031 3 296 1880 3147 0 0 1297

Total direct and indirect costs 29307 ..6329 10967 31 ..51 29....9 13891 45420 23789 11733 25453 28649

Expenses from profit 0 ° ° 0 0 0

deducllons development of production 86 ,01 158 1866 109 ..30 1092 50 8\ 295 1009

deductions to Investment 1..32 9081 2578 0 3237 3..3 1361 1874 1465 9573 2800

deductions to current costs 716 2581 0 1027 1727 1710 1305 0 596 536 6400
deductions to SOCial development 270 117M 60U 616 1015 1310 821 968 21 616 2913

deductions to Incentives 751 10-11 ..20 601 300 2742 445 1184 88 1232 87

other purposes 223; 73 531 881 ..739 2..96 717 320 65 643 3t2

fund 511ti u u ..72 733 17\0 323 ° 24 ° 0

deductions to reserve (lnsurence} fund u IJ ....8 0 0 5681 0 0 0 0 0

dlvldens u u 0 u 0 1710 0 0 0 0 0

profit tax 26U' 107P 1958 2341 '083 4776 2966 ,1884 1002 5756 5720
deductions to central funds 0 "II, 0 ° 0 0 ° ° 0 536 430

Total expences from profit 8684 39889 6693 7804 16943 22908 903u 6280 3340 19186 19496

Total expenses 37991 86219 11660 39255 46392 36799 54450 30069 15073 44639 411145

Profitability of licensed activity (the

ratio of aftertax profitabIlity to the

sum of direct and Indirect costs) 021 063 043 017 040 1 31 013 018 020 053 04f

Average profitability 043

Deviation from average

profitability 022 020 001 025 002 oBB 029 -024 023 010 006
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Costs of Electricity Supply (thous Hr)
Table 23

Poltava Kharklv - Prykarpattla Lvlv Cherkasy Kylv Odesa- Klrovohrad Rlvne Kylv- Crimea-

oblenergo oblenergo oblenergo oblenergo oblenergo energo oblenergo oblenergo oblenrtgo oblenergo energo

Pnme Costs
matenal costs 181 14h u SI2 653 1960 160 214 28 545 480

labor costs 204S 38J4 Ihu 2690 1316 897 4050 863 463 137\ 2409

payment for social measures 1101 1830 u 1281 616 477 1924 410 219 653 882

depreciation 176 135 100 61 1093 29 319 1329 399 1391 1670

costs for repairs 949 3J u 0 1390 30 932 32 0 130

costs of electnclty used for InterneI

needs Ib 0 u 121 0 5 0 91 14 0 0

costs for uSing networks of

other transmiSSion licenses 0 0 0 0 0 0 0 0 0 0 0

other costs 1097 500 230 164 1812 3086 \129 34 188 377 618

Total 5614 1119 1580 4829 6890 6484 7642 3873 1344 4331 6189

Indirect costs 0 0 100S SI6 0 104 309 S22 0 0 293

Total direct and indirect costs 5674 1719 258J 5345 6890 6588 7951 4395 1344 4331 6482

Expenses from profit
deductions development of produclton 12 0 8 372 23 207 211 8 I 50 161

deductions to Investment 0 0 51 0 100 2865 0 176 0 1616 0

deductions to current costs 100 0 0 199 386 823 227 0 43 90 1050

deductions to social development 142 567 200 118 242 630 136 161 22 104 420

deductions to incentives 250 196 250 \17 90 194 213 t96 96 208 263

other purposes 30S 0 231 112 1104 \J08 0 53 I 108 71

fund 80 0 0 80 175 823 32 0 36 0 0

deductions to reserve (Insurence) fund 0 0 118 0 0 2734 0 0 0 0 0

dlvrdens 0 0 0 0 0 823 0 0 0 0 0
profit tax 381 317 510 453 1166 2951 308 255 85 911 842

deductions 10 central funds 0 0 0 0 0 0 0 0 90 97

Total expences from profit 1270 1090 1384 15\1 3899 13958 1127 849 285 3238 2904

Total expenses 6944 8869 3969 6856 10189 20546 9078 5244 1628 7515 9386

Profitability of licensed achvlty (the

rallo of aftertax profilability to the

sum of direct and mdlrect costs) 016 010 033 020 040 167 010 014 015 052 032
Average profitability 037
Deviation from average

profitability -021 027 -004 -017 003 130 027 024 -022 015 005
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Individual Tanff Components for Electnclty Transmission by Local Elel'lric Networks
at the 1st Voltage Class (thous Hr)

1.iaglerJlatJ1ll

Table 2 4
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Tanff components
PoIUv. Kh.rklv Prykarpaltla Lviv Cherkasy Kylv Odesa Klrovohrad Rlvne Kylv Crimea ilV_flllI_

oblenergo oblenergo oblenergg oblenergo oblenergo onergo oblenergo obleneroo oblenr1oo oblenerllo eneroo v.lue

PnmeCosts

matenal costs lUI " .4 u ,~ 017 005 015 023 024 034 032 027

labo,cosls vol v -II o ) o~ 036 017 055 088 083 017 U77 062

paymenllor SOCIal measores OH v J 041 u 17 OU9 0'6 o4J 040 036 0)8 028

depreClallon OH 10 lJ4 10' 0'9 018 056 200 098 055 065 090

costs 10' ,epalrs 04' 0-1 011 04' 037 0" 034 231 025 042 049 053

costs 01 eleclnClly used for 'Olemel needs 00, 00) 0 00' 004 010 001 003

costs fo, uSlOg nelvwo,!\S of other transm,ssion 11~"nse", 0)) 0 020 005

olher costs 011 u J) U 17 051 001 045 004 051 023 011 024

IOdorect costs 005 0 1 39 01$ 0 002 011 055 Oil 022

lotal dorect and IOdlrect costs '14 ) 35 H' )(,9 I 81 081 265 653 321 261 291 314

Expenses from profit

deductIOns developmenl of productIOn 001 004 Cl06 0'3 001 003 007 001 002 003 005 005

deductIOns to I/weslmenl 011 I CIS 0 020 002 038 024 039 097 028 033

deducllons 10 current cosls 006 0'0 01' 012 010 008 016 005 059 Oil
deducllOns to SOClal development 00' CI .9 017 007 006 008 005 017 015 006 OIS 011

deducllOns 10 IOCl!nllveS 006 Ou' U 16 001 003 015 003 021 038 013 021 014

olher purposes 01$ uOI 018 010 030 015 004 006 002 001 00) 010

deductIOns to creatIOn of InveSlment fund 005 006 005 010 003 011 004

deducllons to reserve (Insurence) fund 016 0 0 033 005
d,vldens , 0 0 010 001

profit tax 0'1 u " 013 0'8 0)) 0'8 025 029 053 058 056 041
deducllons 10 central funds uJ! 0 0 005 004 004

lotal expences from profin 069 '04 ' 51 092 109 III 093 098 111 195 192 146
- -
TransmissIon tanff (calculated) 30 <39 659 461 19. 114 358 151 504 461 4lU 461

TransmISSIon tanff (approved) 3H 400 S44 490 131 lU U 551 • B3 411 380 406

Ratio of cah:uleted transmission tariff to average value of

the tariff for 2nd Group of Companies u ~ II I -13 1001 064 04. o 7H 163 101) 1002 105

Rallo of labour expenses to sum of direct and Indllect
costs o a 01 01> o I 01> 0'1 021 o IJ U25 029 026 020

Variance between rallos of labour expenses to sum of
direct and Indirect costs for 2nd Group of Companies -oll<> o G,; OGe -oQ.l 001 -001 001 006 006 009 007

RallO of indirect cosls to sum of direct and indirect «Ists Ou "w u >4 UU 000 00' OW 008 000 000 005 007

Ratio 01 prolll spent on production development plus
capital expenditures to profll for 01 uu' uH 0" 019 003 049 026 024 051 017 026

Ratio of profit spent on social Infrastructure
developmenl and Incenllvisallon to profit 01' 048 Oil 015 008 017 008 039 030 010 019 011
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Individual Tariff Components for Electricity Transmission by Local Electric Networks
at the 2nd Voltage Class (thous Hr)

Table 25

Hallier Balllv
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Tanff components
Poltava Khatl'" Pryl<atpalt,a Lvlv Chetkasy Kylv Odesa Klrovohrad Rlvne Kylv Crimea .ver.ge

oblenergo oblenergo oblenergo oblenergo oblenerga energo oblenergo oblenergo oblenrtgo oblenergo energo value

Pnme Costs

malenal costs I» J I" u _, I ~ (j " 071 (j 8~ 098 I 32 103 114

labor costs I IH l> J9 3 ~, 085 , 57 J4J 396 319 255 279

paymenl for sOCIal measures I ~o u ~ I ~~ I, O~~ I" 162 187 I 52 127 125
depreCIallOn ,

~ u, 00' ~ 0 ' ~~ (j 8' 185 ~ 88 464 3 79 25J 356
costs for repa,rs It J ' 'u uH ) ..... ) I 104 239 286 114 I 22 168 193

costs of electnaty used for Intemel needs u • 031 u 00l> 010 0]6 034 028 016

COSls lOt uSing networks of other transmiSSIOn hcensees I 3" u 193 000 030
oll1ercoSIS O~ 134 084 51' 0 15 207 013 2 12 091 009 126
Indirect costs 019 u ~80 u60 0 008 056 206 046 080
Iolal dorect and indirect costs IU~ Ilua I~ I~ 17 6 1885 383 1344 1619 1505 12 23 1021 13 20

-
Expenses from profit
deducllons de.elopment or prOductIOn vuJ IlU Il '0 1CJ6 007 012 OH 003 010 014 0]1 023
deducllons to In.eslmenl uH 180 ] ~J 0 107 00\1 073 121 186 450 099 157
deducllons to current costs o ~ v.4 058 III 047 0]9 076 026 221 061
deducllon$ 10 SOCIal de,elopment uu9 ]]6 u 71 014 06S 0]6 0 14 06] 019 029 088 071
deducllons to Incenb.es v 0 'llu 055 014 0 ' 0 075 Oil 078 051 059 055 045
oll1er purposes v Ou' u6, 0~9 303 069 021 021 008 031 011 060
deducllons 10 creabon of ,n.estment fund v " 0 17 o ~7 OH 010 015 OIS
deducllons 10 reserve (rnsurence) fund 05, 0 0 157 019
dMdens 0 0 047 004
profit tax v 89 , 5 1 S' I ]2 3 ,~ 131 096 I 23 156 274 217 188
deducllons to central funds IU 0 0 026 015 014

fa x nces pro lit ' 97 1Il14 865 HI 10 So 630 311 409 521 914 737 659
- - -

Transmission tanff (calculated) IHI '340 '17. HI7 1971 1013 1655 2046 1016 11 ]1 17 58 1980

Transmission tar,ff (approved) IJ 41 Ub] 118' IOU '2 18 1018 1810 1846 19 SI 1838 1458 1691

Rallo of calculeted transmission tanff to average value
of the tanff for 2nd Group of Companies 00. 11> II II 15v 051 o8~ 10) 102 108 089

RatiO of labour expenses to sum of direct and indirect
costs o 0 01 01 o ' o ,_ 0" Ol} 021 o 2~ 026 025 021

Variance between rallos of labour expenses to sum of
direct and Indirect costs for 2nd Group of Companies -0 G~ 00" o o~ -001 002 -001 002 000 005 005 004

RatiO of indirect costs to sum of direct and indirect
costs uo u u J~ 0 ..... V 00' oO~ Oil 0 0 005 006

Rallo of profit spenl on production development plus
capital expenditures to profit for 011 o I~ 04' o ,~ o 'u 003 014 030 038 051 018 027

Rallo of pront spent on social Infrastructure
development and Incenllvlsallon to profit 012 0]5 o IS o IS oOM OIM 012 o ]S o IJ 010 019 018
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Individual Tariff Components for Electricity Supply
for the 1st Group of Consumers (lhou5 Hr)

Table 2 6

Tanff components Crimea Iolverage
energo value

Pnme Costs

rnatenal costs o v, v I' v Iv Oil v 10 00' o O~ 001 009 004 001

labor COSIS v,ll v,o , V" U '0 00, 046 015 OUo 022 021 0'7
paymenl for soc'al measures 016 v I v , vI' UO~ 0" U07 010 011 008 012

deprec,atlon v v3 vvl u .." 1I01 0'1 000' OU-l 0'4 001 022 0\4 009

OJ
COSIS for repairs 1114 lilli' vw 0', 000' 017 012 001 006

~ COSls of electncoty used for Internel needs I uo'l I I v u' I I 01 I 00' I 01 I I 001

-I
h cosls for USing networks of other Iransm,ssion licensees v .RH #RrFI

§ other costs v 10 ooS ,,,..... VIl> 035 0'5 013 001 005 006 DOS 011

~ ,ndlrect costs vw v , U Iv -REF' 001 003 009 003 #REFI
h total direct and ,ndlrect COSIS IlS} Il,' v ' I v' IH OSJ 0110 U79 o }4 070 056 077
~
rt, Expenses from profit
(')
Q dedvctlOns developmenl of prodvcllVn 0 u vu O~ UO' 00' 0 0 001 001 001
'"tJ deducbons to Investment uul 0 v 14 o '} OO} 026 006....

deduCllons to current COsls ulll 1Iu4 UO, 007 003 001 001 009 003
dedvCllOns to .oclill developmenl u v' ov, Vl'O oU' ov5 005 oU' UO} 001 002 004 003
dedvctlOns to Incentl\(eS 01)4 ou vv v u' ov' U06 00' 004 002 OOl 002 o OJ
other purposes v 1)4 VU<> ov3 U'I 011 001 0 002 001 OU5
deductIOns 10 creallon of ,nveslment fur'" vOl Ov' u UJ Uu7 u OUI 001
deductIOns 10 reserve (lnsurence) fund vu, U .RH 0" #RHI
dlvldens v -Rtf Ov7 #RFH
profit lax vllO Ulu u I OW o 'J U '4 OUI U05 00' 016 001 010
dedvCllOn. \0 <:eolIal fund. 1I ./U.ft 001 001 #RE~I

tOtal expences rrom pronu 019 Illv 1I ,~ 0'9 o 5 113 013 015 007 052 025 036

--
Ill' u' III I .1 ItA> I v' o 9~ 081 Iu~ 042 122 III

051 u 4u Iw OIW 047 04, o 7u 045 070 071 0511 061

-S.)

V"

RallO of IOdlrect costs to sum of direct and IOcllrecl COSIS 1I e u U Ie -RH O{ll OU,J 01' 0 0 OU5 #RrF'
RallO of profit spent on production development plus capital
expenditures to profit for vOl u u ...... v', U I' 0" 01 J 022 OOOS 051 006 021

Rallo of profit spent on SOCial Infrastructure development and

IOcenllvlsalion to profit U JI 070 1I, 016 OV~ 010 O} I 042 041 010 024 018
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Individual Tanff Components for Electnclty Supply
for the 1st Group of Consumers (thous Hr)

Table 2 7

__-,H=ag",ler BaIlly
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Tariff components PalUva Khukrv PlYkatpau... Lvrv Cherkasy Kyrv Odesa Klrovohrad Rlvne Kylv Crime. .ver.g8
obleMrgo obleMrgo oblenetgo oblenergo oblenlrgo .nergo obllnergo oblenergo oblenrtgo oblenergo energo II./ue

Ptlme Costs

malenal costs viI voo uH 061 o • 009 01. 00< 044 021 O]J
labor costs I' , J I' '& I I OJ6 ' 8 077 059 III 10J 1]1

payment for social measures vII u ,5 I I 001 01. I {Ia 017 on 051 OlB 051
depreaabon v II U<.<l uU uc.. 100 001 o I 119 051 I 12 072 041

costs for repall1l v u uu 1]5 001 083 004 006 021

costs of electncaty used for Inlemel needs 0V'l u I 000' 008 DOl DOl

costs for uSing networks 0/ other translTUssoon licensees REf eREI-I

other costs vw ~J ul v,. ,. 1'5 OM 00] 014 0]0 021 OSS
Indirect costs 141 ,:149 .REf 004 011 041 013 eREFI

!Dial dl/ect and mdl/ect COSIs H. lou J6 SI U9 266 HS 39] 112 150 211 ]14

Expenses from profit
deduc1lons development 0/ produc1Ion 001 Oul o J6 00' OUi 01' 001 000 004 001 001
deduc1lons !D Inveslmenl 00 0 .. 11. 01. 110 011
deduc1lons '" current cosls uu u '9 Oll OJl Oil 005 DOl 045 DIS

deduc1lons '" SOClaI developmenl o Iv u • o & vII 0'1 025 OUi 014 DOl ODS 011 01.
deduc1lons!D ,ncenbv8s OU uV'l 0J5 011 O~ OJ' 012 D'S 012 011 011 017
Diller purposes 0_ 01 u I. 101 05] 005 000 009 00] 023
deduc1lons 10 creabon o',nvestmenl fund 0 .... Oul 011 OJ] 00' 005 006
deduc1Ions 10 reserve (Insurence) lund 01 'REf 110 eREF!
dlVldens -REf OlJ eREFr
profil Ia.

" j "IS o 4 041 III I I. OP 023 011 OlB 03. 051
deduCllons 10 cenlrallunds REf 007 004 .REFI

l<lIal e.pences from profill 091 05u 19>4 145 J77 SI>4 06] 076 01. 261 I2S 110

Supply tariff (calculated) St" 4111 I • 651 1040 1]0 51\ 469 209 ." 40J 565

Supply tariff (approved) 1$' I .... ! .... Hlu Uo 114 3!IJ US 3!O 360 160 305

RallO of calculeted supply tariff to average value of the tariff for
2nd Group of Companies v",- u l vn II, Ii 14 09' Oil 031 lOll 011
........... - --... . - .---~ ...........-----_. - ---~ ........ _...... _. ----- ~ -- ..----....- ........ -.....----._-- -- --------~ ------....- ...._-.- . .. -_.. -- -.. --_ ...... _, - -_. -"-~ .. ----_.-. -----_.~. - -._ .. --"-.. __ ._---~_ .. - ....~ .._...... -'-'--- -'-'-"- -- ._--""-....-.._- ..

Rallo of labour expenses to sum of direct and IndlrKt cosls OJ. us.. 04. o 'u 019 014 051 020 014 032 037 036

Variance between rallos of labour expenses 10 sum of dlrKt
and IndirKt cosls for 2nd Group of Companies .Q 00, .Q '4 .() 13 .() 15 016 022 .Q 15 016 001 004 .Q 02

Riltio of indirect cosls to sum of direct and ,"dIrect COSIS 0 0 UJ> 01. REf 00 Oo.l 01 0 0 005 ellEft

Rallo of profll spent on production development plus capital
expenditures to pront for 0 ... v 00-1 0', Ol~ 0 01. 02' ooos OS! 006 021

Rallo of profit spent on loclallnlrasltuctur. development and
IOcen\lv.SiItion to profit 031 o 7u Oll 010 00\1 010 o JI 042 041 010 024 018
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Ratio of Individual Tariff Components for Electricity Transmission by
Local Electric Networks to Average Tariff at the 15t Voltage Class

Table 28
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Tanff Components
Polta\a Marl.\- Po larpatlla l\1\ Cherlas) K)h Odesa- Klrovohrad- Rlvne- Kylv- Crimea

obleoergo oblenergo oblenergo oblenergo oblenergo energo oblenergo oblenergo oblenrtgo oblenergo energo

Pnme Costs

matenal costs 1,0 ) II 089 064 019 055 083 () 88 125 1 \(,

labor costs 114 06, U00 139 057 028 088 14t 134 123 t 24

payment for social measures I 36 070 I ·n 061 032 093 154 141 130 131,

depreciation 06' I 19 226 113 032 020 062 222 108 061 o7?

costs for repairs 079 090 U20 080 070 042 065 437 047 079 091
costs of electriCity used for Internel

needs 246 101 0 061 122 326 245
costs for uSing networks of other
transmiSSIon licenses 702 0 398

other costs 048 149 073 2 t4 028 189 015 214 099 072
Indirect costs 022 0 629 084 0 007 050 249 060

Total direct and Indirect costs 087 107 I 30 I 17 059 026 084 208 t04 085 093

Expenses from profit
deductions development of production 014 u 76 113 462 014 051 142 017 044 060 107
deductions to Inveslment 034 3 16 0 061 006 I IS 073 t 18 293 083
deductions to current costs u 013 1016 090 086 075 057 121 041 44\
deductions to social development 013 ,12 UlJ) Uol1 U38 045 029 099 087 037 0911
deductions to Incenllves 044 U ,11 I 17 0,0 020 III 021 I 52 279 092 1510
other purposes I 701 Ou, lou 098 29) 142 042 054 017 064 031
deductions to creation of Investment
fund 133 1 ,7 I 31 2801 073 321
deductions to reserve (lnsurence) fund 3M 0 0 736
dlvldens 0 0 1100
profit tax u 'u Ih I -0 U67 U79 067 061 071 128 141 I 31
deductions to central funds 837 0 0 146 117

Total expences from profit O·H 139 I i I 171 07, 091 063 067 121 133 131
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Ratio of Individual Tanff Components for Electnclty Transmission by
Local Electric Networks to Average Tanff at the 2nd Voltage Class

Table 2-9
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Tariff Components
POIt2U- I\.bUl-l\- Pn I-upatua- bh- Cherl-as)- K)lV- Odesa- Klrovohrad- Rlvne- Kylv- Crimea-

oblenergo oblenergo oblenergo oblenergo oblenergo energo oblenergo oblenergo oblenrtgo oblenergo energo

Prime Costs

malenal costs I 36 280 081 153 022 062 074 086 I 16 090

labor costs 097 0" 084 142 130 030 092 123 142 I 14 091

payment for social measures 1 17 0,9 I 51 137 036 098 130 150 121 102

depreciation 062 1 14 I 87 134 083 024 052 131 130 101 011

costs for repairs 083 I 14 011 I 58 192 054 124 148 059 063 081

costs of eleclnc.ly used for Internel
needs 1 11 191 000 036 097 223 210 173 .
cosls for uSIng networks of olher
transmission licenses 460 0 640 0 .
other costs 03' 106 061 405 020 163 011 168 072 055

Indirect costs 023 0 600 082 0 010 010 258 - 058

Total direct and mdlrect costs 079 099 107 135 143 029 102 123 I 14 093 017

Expenses from profit ,

deductions development of producllon 013 062 087 462 030 051 143 014 044 061 I 32
deductions to Investment 031 I 18 2 18 0 132 006 047 017 I 18 2911 063
deductIons to current costs 0·10 120 II (l4 181 lI77 063 123 042 360
deductions 10 socIal development Oil 476 lUI 049 092 051 035 090 026 042 125
deductIons to mcenlJves 0,7 066 121 07, 045 166 030 173 113 131 123
other purposes 1 28 003 I 12 082 506 I 15 036 035 014 051 019
deductions to creation of Investment
fund 133 177 3 II 3 12 068 098

deductions to reserve (Insurence) fund 2 oj) 0 0 8
dlVldens 0 0 II
profit tax 047 146 134 070 \73 070 051 065 083 \ 4(, I 15
deduclJons to central funds 816 0 0 2 1
ITotal expences from profit 045 151 131 \ 31 165 096 047 062 079 13') I 12
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Ratio of IndIvIdual Tariff Components for ElectricIty Supply by
Local Electrrc Networks to Average Tariff for the 1st Group of Customers

Table 2-10
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Tariff Components
Poltau- h.barl.h- Pl}l.arpattia bh- Cherl.asy- K)IV- Odesa- Kirovohrad- Rivne- Kyiv- Crlmea-

oblenergo oblenergo oblenergo oblenergo oblenergo energo oblenergo oblenergo oblenrtgo oblenergo energo

Pnme Costs

matenal costs 0-10 197 1-17 190 237 027 057 011 132 062

labor costs I 12 133 131 192 095 027 170 058 021 083 077

payment for social measures 136 142 206 102 032 182 062 086 088 064

depreciation 030 014 033 014 246 003 050 275 009 260 166

costs for repairs 2 I' DO' 000 417 004 258 184 017
costs of electnclty used for mtemel
needs 326 -113 007 289 064

costs for uSing networks of other
transmission licenses 546 554

other costs 148 042 0,9 029 322 229 I 17 006 044 056 049

mdlrect costs 0 572 200 0 017 071 189 051

Total direct and indirect costs 108 094 094 133 174 069 I 17 102 045 091 072

t¥o~e£se~ from P-fofit
deduc 'a seve opmenl 0

production Oil u 17 '45 034 I 28 182 011 003 061 I lie,
deductions to Investment u 2J 0 L!2 378 051 42(1

deductions to current costs 048 12, 245 218 084 036 048 296
deductions to socIal development u6, Ib-l I ,) 071 1-17 IS\> 048 090 018 052 113
deductions to incentives 109 0'4 209 067 052 191 071 105 073 100 067

other purposes 099 144 073 475 23, 021 001 03') 014
deductions to creatIon of Investment
fund 092 120 266 ,21 028 072

deductions to resel"le (msurence) fund 14J 0 0 '} 57

dlvldens 0 0 J100

profit tax 0" 030 14, 086 223 235 034 045 022 154 071
deductions to central funds 0 0 700 400

Total expences from profit 052 028 108 108 209 313 035 042 020 t 45 069
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Ratio of Individual Tanff Components for Electricity Supply by
Local Electnc Networks to Average Tanff for the 2nd Group of Customers

Table 2-11

.,.....-
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Tanff Components
Poltau- KbarJ.iv- PI") "'arpaUla L\h Cherkas) K)h- OdeslI- Klrovohrad- Rivne- Kyiv- Crimea

obleoergo oblrnrrgo oblrnergo oblenergo obleoergo eoergo obienergo oblenergo oblenrtgo oblenergo roergn

Pnme Costs

malenal costs 040 197 147 190 237 027 057 011 132 062

labor costs 110 130 128 188 093 027 167 056 043 081 076

payment for social measures /41 147 214 106 034 189 064 049 092 066

depreciation 027 013 0)0 012 224 002 045 251 108 237 /5/

costs for repairs 255 006 494 004 305 015 020
costs of eleclnclty used for Inlemel

needs 326 4/3 007 289 064

costs for uSing networks of other
transmission licenses /lD(\'IO' /lOIV/O' 1l'01\/0' ;;01\'10' NDIY/O' 1101YIO, flDIy/O' #DIY/O' IIOIYIO' #DIV/O' IIDIV/O'

other costs 148 042 059 029 322 229 117 006 044 056 049

Indirect cosls 572 200 017 071 189 05/

Total direct and .ndlrect costs 108 094 094 133 174 069 111 102 045 09t 072

Expenses from profit
deducllons development or
produclion 013 017 ) .1;> 034 128 182 011 OOJ 061 106
deductions 10 Investmen' 023 .2 22 J 78 051 426
deductions to current costs 048 12:1 2·b 218 084 036 048 296
deductions to social development 06, /04 17::> o 7t I 47 I 59 048 090 018 052 113
deductions /0 IncentIVes 109 054 209 067 052 191 071 105 073 100 067
other purposes 099 I~ 073 475 235 021 001 039 014
deductions to creation or IOvestment
rund 092 I 10 266 52\ 028 072
deductions 10 reserve (Insurence)
fund I ·13 957
d,vldens " 00

profit tax 055 030 IH 086 223 2lS 034 045 022 154 071
deductions 10 central funds 700 400

Total Bxpences from profil 052 028 108 108 209 313 035 042 020 145 069
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Hr/MWh

Tariff Structure for Electricity Transmission by Local Electrac Networks,
1st Voltage Class

PTlme Costs Chart 2-1
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Tanff Structure for Electricity Tansmlsslon by Local Electric Networks,

1st Voltage Class
Expenses from Profit Chart 2-2

-+- Poltavaoblenergo

_ Kharklvoblenergo

Prykarpattlaoblenergo

~ Lvlvoblenergo

____ Cherkasyoblenergo

__ Kyivenergo

--f- Odesaoblenergo

- Klrovohradoblenergo

- Rivneoblenergo

Kyivoblenergo

Crlmeaenergo

average va~lJe ,

i
g
Ulc: CII
0"0n c:
:J.2
'0

-8

19
q:::
e
0-

CII
c:
Gl
"0
:;:
i5

t -

Ql

~'O
Ql c:
CII ::J
~ ....
001
- UUl c:
c: Qlo ...
- :J
'0 ~:J _
"0 ~
Gl
"0

j..

I

1

"0
0_ §-0_U) _

c: c: c:o 0 CD
ti ~ E
~ G) Vi

"0 ... CD
CD U ;;.
'0 5

~ t

- - - ~~~ 1 - f1 -
- 1- - r-

___1 - i -- ~-}=-:=--= _- r-

U)
Gl
U)
oe-
:J
0-...
Gl

=o

rr­
I
I..
I
r--

.9 Ul
U) CD
c: >
0';::;.. ~g U
'0 c:
Gl-
"0

- f -+

"iii
u
0­
CII c:

CD
g E
CII 0­
c:02
g ~
U Ql

-6'0
CD
"0

'E
~...
::J
u
.9.!!!
CII U)
c: 0
o u
ti
-6
Ql
'0

1"

I
I
r- r

B-c
CII Ql
c: E0_
.;::; CII
U Ql
:J >-g 5
'0

'0
CII - c:c: c: 0o Ql ..

.::> E U
U 0- :J
:J0'O
'0-0
Ql Ql ..
'0 > 0-

Ql
'0

000

020

040

060

100

080

120

Hr/MWh

......-o
\'"



- - - -- - - - - - - -- - - - •

Tariff Structure for Electricity Transmission by Local Electric Networks.
2nd Voltage Class
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Tanff Structure for Electricity Tansmlsslon by Local Electric Networks,
2nd Voltage Class
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Tariff Structure for Electricity Transmission by Local Electric Networks,

1st Group of Consumers
Prime Costs
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Calculated Indicators (Profitability and Tariff), Averages of Indicators and Variances wIth Indicator Averages for
SUMYOBLENERGO

Table 3-1

Value
Average for 1st Group of Deviation of average for 1st

Companies Group of Companies

Profitability of electnclty transmissIon for 1st voltage class
(calculated) % 17 42 2e
ProfitabIlity of electnclty transmISSion for 2nd voltage class

(calculated) % 19 38 19
ProfitabIlity of electnclty transmissIon for 1st and 2nd groups
of consumers (calculeted) % 21 40 19

TransmIssiOn tanff for 1SI voltaQe class (calculated) Hr/MWh 538 014 524

TransmiSsion tanff for 1st voltage class (approved) Hr/MWh 538 222 316
TransmiSSIon tanff for 2nd ,ollage class (calculaled)
Hr/MWh 2133 042 20 91

TransmIsSIon lanff for 2nd vollaoe class (approved) Hr/MWh 1525 751 77

Supplv tanff for 1Sl Qroup of consumers (calculated) Hr/MWh 176 003 17

Supply tanff for 1st group of consumers (approved) Hr/MWh 052 046 006
Supply tanff for 2nd group of consumers (calculated)
HrlMWh 879 017 86

Supply lanff for 2nd group of consumers (approved) Hr/MWh 280 231 02£

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for
SUMVOBLENERGO

Tlble 3 1b

Eloclnclly transmIssIon Eloctnclty Ir1n.ml<'1on on 2nd Eloclnclty ",pply lor 1'I IOd 2nd
on 1&1 vollago class VOlllCJO cl ]c;c; CJroups of t.Ofl'lUJnors

Rdllo of labour oxpon.os 10 ,urn of dlract IOd Indlroct co,ls 017 I) 11 01
Avorage of rallOS at labour oxponsos to ~um 01 dlrocl dnd
Indlrecl COSIS lor 1st Group of COmP1nlOS 024 I) 24 024
Devlallon between 13110 of labour expenses 10 sum of dIrect
and IndIrect cosls and averege -0 07 l) 07 -00

Ratio 01 Indirect COsfs to sum 01 direct and Indirect costa 021 021 021
Average ratio 01 IndIrect cosls to sum of direct and Indirect
costs tor 1st Grouo of Comoanles 005 005 OOf
Deviation between fatlo of Indirect costs to sum or dl.eel and
,ndlrect costs and average 016 010 o 1~
Ratle of proht spenl on producllon developmenl piUS capllal
oxaenses \0 arofils for 1sl Group of Comaames o 4~ 044 04g

Average rallo of profit spent on production development plus
capital expenses 10 proflls for 1.f Group of Compam". 032 or 026

DeViatIon between ratio of profit spenl on producllon
development plus capItal expenses to profits and average 010 012 02

RatiO of profit spent On soctal Infrastructure development and
incentlvlsatlon 10 profits 016 015 01

Average rallo of profit spent on sooallntrastructulll
develoament and Incenllvlsat,on to profit 009 009 01

DeViation between rallO of profit spent On sooal Infrastructure
development and rncentlvlsatlon to Profits and average 007 006 000
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
MYKOLAIVOBLENERGO

Table 3 2

Value
Average for 1st Group of DeVlabon of average for 1st Group of

Companies Companies

Profitability of eleetnclty transmission for 1S1 voltage class
(calculated) % 55 42 13
Profitability 01 eleclnclty transmiSSion for 2nd vOltage
class (calculated) % 37 38 1
Profitability of eleetnClty transmission for 1st and 2nd
groups of consumers (calculeted) % 53 40 1

TransmiSSion tanff for 1sl voltage class (calculated)
HrIMWh 453 014 469
TransmiSSion tanll 10r 1st voltage class (approved)
Hr/MWh 443 222 221
Transmission tantl lor 2nd voltage class (calculated)
HrlMWh 1884 042 184

Transmission tantl for 2nd voltage class (approved)
HrlMWh 1639 751 886

Supply tanH for 1st group of consumers (calculated)
Hr/MWh 100 003 09
Supply tariff lor 1s1 group of consumers (approved)
HrlMWh 090 046 044
Supply tantl lor 2nd group of consumers (calculated)
HrlMWh 500 017 48

Supply tanH lor 2nd group of consumers (approved)
Hr/MWh 450 231 219

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for MYKOLAIV08LENERGO
Table 320

Electricity lranomloolon on ElectricIty trnn!omlUlOn on 2nd Floctrlclty 'lupply for 1..1~nd 2nd groups
11t I/oltago cia,s voltago class of consumof"5.

RallO of laoour oxponsoo 10 1um 01 Ulroct dnd Indlroct
C09lS 025 o }1 031
Avorago of mllos of labour oxpomlO9 to sum ot direct ,nd
Indlroct cosls lor 1st Group of Comp,nloo 024 02' 02'
DeVIatIon between ratio of labour Qxponaol 10 sum or
dlroct ,nd Indlrncl cools 1nd avnnoo 001 001 007

RaUo of Indirect COSIa 10 sum of direct and Indirect COlli 000 000 000

Average mUo of In~I",<lcoslll to oum 01 dlrnct an~ Indirect
coell for 1st Group 01 Companies 005 005 005

OevlaUon between ratio of Indirect coste to sum of dlrnct
and Indirect cosls and everaoe -0 05 -005 -005

Ratio 01 pro"t opent on production devolopment plus
c-"pllal "xponoeo 10 promo tor I ot Group ot Companl"o oOJ 00' 000
Average raUo of prollt !ipsnl on production development
pluo capital expenses 10 profits lor 10t Group of

032 032 026

dovelopment plus capltal9xpcn~es to profits \lnd
averaoe -029 026 02
RaUo of profit spent on soclallnlrastruclUre development
and IncenUvlaaUon 10 pronts 007 009 00
Avol';;1ge mba of profit spent on sOC1al Infrastructure
development and Incenbvleabon to pront 009 009 o 12

DeViation between rabp of profit spent on oaclal
InfrastruclUre development and IncenbVleation 10 profits
and average -002 .{I 01 .{I OJ
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
MYKOLAIVOBLENERGO

Table 3-2

Value
Average for 1st Group of DeVlabon of average for 1st Group of

CompanIes Companres

ProfitabIlity of electrICity transmiSSIon for 1st voltage class
(calculated) % 55 42 1~

Profitability of electnclty transmiSSion for 2na voltage
class lcalculated) ,{, 37 36 1
Profitability of elecb1clty transmission for 1st ana 2M
groups of consumers (calculeted) % 53 40 1~

TransmiSSIon tan!! lor 1st voltage class (calculated)
HrlMWh 483 014 469
TransmiSSIon lanlf for 1st vollage class (approved)
HrlMWh 4.43 222 221
TransmiSSIon lanft for 2nd vollage class (calculated)
Hr/MWh 1884 042 1843

TransmISSion tanff for 2nd voltage class (approved)
HrlMWh 1639 751 886

Supply tanff for 1st group of consumers (calculatea)
HrlMWh 100 003 09
Supply tariff for 1st group of consumers (approved)
HrlMWh 090 046 044
Supply tanff for 2"" group 01 consumers (calculatea)
HrlMWh 500 017 48

Supply tanlf for 2na group of consumers (approved)
HrlMWh 450 231 21

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for MYKOLAIVOBLENERGO
Table 3 2b

Eleclrlclly transmlaalon on Eleclrlclty transmission on 2nd Eloclrlclty 'upply lor 1st ,md 2nd groups
1st voltage class vollage class OrCon5umom

HdUa ot labour oxpcns()! to sum 01 dlmet 3nd ,"diroct
co!o~ 025 o ~4 031

Avor:Jgo or mllos of labour Qxpenaos to sum of dlract ::and
Indlroct costs lor lsI Group of Companlos 024 024 024

Devlatlcm between ratlo or labour nxponaea 10 !Sum of
dlmet and Indlrott co!Sts lnd ')VOr.JOO 001 001 007

Ratio of Indirect costa to sum Or dlroet Dnd Indirect COlta 000 000 OOC

AV9r.llga raUo ot Indlmct COlli to lum 01 direct Dnd Indlmct
cpsts for 18t CrouP 01 Companlel 005 005 005

DevlaUon belWeen rutlo of InUlrect COlli to lum of dlreel
and Indlmc! costs and averuoe -005 -005 -005

Rallo of pront sp.nl on production development plU8
c'Pllal e.penseslo profi'" for l.t Group or Companl.s 003 o n-1 000
Ave",oe ",Uo 01 prollt spenl on production developmenl
plu8 capllal expenses to profits ror 1st Group of

_n. 032 032 020

development plus capItal expenses to profits ,nd
average -029 020 026

Ratio of profit spent on soctallnfrastruetlJre development
and Incentlvtaatlpn to orofits 007 009 009

Averuoe ratio 01 proftt spent on social Infrastructure
develoDment and Incentlvlaatlon to orofit 009 009 01

DeVIation belWeen ratio of profit spent on soctal
Infrastructure development and IncenU'IlS3t1on 10 profits
and average -002 -001 -003
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Calculated Indicators (Profitability and Tariff) Averages of IndIcators and Vanances with Indicator Averages for
KHERSONOBLENERGO

Table 3-4

Value
Average for lsi Group of D.V1auon of av.rag. for 1st Group of

Companies Companies

Profitability of .lectnClty lransmlsslon for 1sl voltag. ctass
(calculated) 0/ 45 42
Profitability of eleclncdy transmiSSion for 2nd voltage class

(calculated) % 45 36
Profitability of electnClty transmission for 1Sl and 2nd
Qroups of consumers (calculeled) I 45 40 :
TransmiSSion tanff for 1st voltage dass (calculated) -HrlMWh 563 014 55
Transmission tanff for 1st voltage Class (approved)
Hr/MWh 483 222 241
Transmission lanff for 2nd voltage class (calculaled)
Hr/MWh 1869 042 162
ransmlSSlon tann lor ;<no vOllage claSS lapproveoj

Hr/MWh 1669 751 9H
Supply tariff for lsI group of consumers (calculaled)
HrlMWh 140 003 13E
Supply tanlf for lst group of consumers (approved)
Hr/MWh 031 046 .Q1!
Supply tanff for 2nd group af consumers (calculated)

Hr/MWh 698 017 681

Supply lanll for 2nd group of consumers (approv.d)
HrlMWh 1S5 231 o 7E

Rallo at Calculated Cost Components to Sum of Costs and Ratio of Prom Components to Profit tor KHERSONOBLENERGO
Table 3-4b

Eleclnctlv tr.nnsmlSSlon on ElectriCity lran!mI5!iIOn on 2nd EleclrlClly ~upply tor 15t tlnd 2nd 9roup~

15t voltage cla!!l! vollnQ!!I closs of con!.um"r!!l

R31lQ of labour mcpenses to 'Sum ot direct and Indlrflct

cosls 022 022 03
Avemgo or mllas 01 labour o)tpcnsos 10 3urn 01 dlract 1nd
mOlrect costs for 151 Group of Campnnles 024 024 024

DOVlatlon between ratio of labour expensello sum of
direct .1Id Indirect co.l. and ,vernae -002 002 01

Ratio of Indirect CO.tl 10 Ium of direct and Indirect COlli 000 000 000

Average ralio of Indirect COlli 10 &Um of direct and Indirect
COlli lor fat GrouD of ComOllnlea Oaf 005 005

Devlallon belween rallo or Indirect cOltllo .um of direct
end IndlrlC1 COlli and Iveraoe .()O 005 .() 0:

Rallo of oronl'Dent on production develooment Dlul
caollal e,oen.o' 10 Droill. for I at Grouo nf Comoanle. 012 o 17 011
Aver;JQe rallo of profit spe!nl on producllon dflvelopmnnl
plus capilall!xpen!&5 10 profll! for 151 Group of
'Comn.nl," a 32 03 a 26

develoDmenl plu. capital o.genlel 10 prom. and
avena~e 020 020 01

Rallo of prom .gent on .octallnfrallructure developmenl
and Ineentlvl,atlon to profits 006 006 00

Average rallo of pronl.penl on ,oclallnfra'lructure
developmenl and IncenhVlsallon 10 orom 005 005 01

De",atlon botween ratio of prom sgent on sOdal
Infra.tructure dovelopmanl and IncenllVlsallon to prom.
and avenage .Q 03 o a3 .() 05
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Calculated Indicators (Profitability and Tartff) Averages of Indicators and Vartances With Indicator Averages for
CHERNIHIVOBLENERGO

Table 35

Value Average for 1st Group of Companies
CeVJatJon of average tor 1st Group

of Companies

Profilabtllty of electnclly transmIssIon for 1st vollage class
(calculated) 'I 26 42 1E
Profitablhty of electnClly transmissIon for 2nd voltage class
(calculated) I 24 38 1

Profitablilly of electnClly transmIssIon for 1st and 2nd
roups or consumers (calculeted) / 16 40 2~

TransmIssIon tanff for 1st voltage class (calculated)
HrlMWh 472 014 451
TransmiSSIon tanff for 1st vOltage claSS (approved)
HrlMWh 472 222 2&
TransmIssIon lanlf for 2nd voltage class (calculated)
HrlMWh 2276 042 22 3!

ransmlSSlon ..nn or ~nd voltage c ass \approvedr
Hr/MWh 1819 751 10 6f

Supply tanff for 1st group of consumers (calculaleo)
Hr/MWh 099 003 09€

Supply tanff for 1.1 group of consumers (approved)
HrlMWh 051 046 oO!
Supply tanff for 2nd group of consumers (calculated)
Hr/MWh 497 o 17 4 Be
Supply tanff for 2nd group of consumers (approved)
Hr/MWh 255 23' 024

Ratio of Calculated Cost Components to Sum of Costs and Rallo of Profit Components to Profit for CHERNIHIVOBLENERGO

Table 3 5b

ElectriCity Iransml!~onen tsL ElectriCIty trnnsmlSS10n on 2nd Eleclnl"'lly 'J,upply for 151 .:md 2nd

voltage class vollage cla~s groups 01 con,umars

Rallo of 13bour expenses 10 sum of dlrac1 and Indlroct

costs 024 0'3 01(

Average of rallos of labour Qxponses to 30m of direct Ind

,ndirect co.ts for 1.1 Groue of Comeanl•• 024 o2~ 024

OeVl311on between ratio of Inbour f)Xpen1f1S to ,urn of

dlrOcl Ind Indirect co!l! 'lnd 1vt!raon 000 oon 0'

Rallo of Indlroc1 costllo lum of dlroc1and Indirect cosll oO~ OO~ 00

Averag. ratio of Indlroc1 COila to tum of dlroc1lnd Indlroc1
co.1I10r tit Grouo of Comoanles 005 005 00

OeVlalion between reliO Of Indirect COlli to aum of dlract
and Indlroc1 COlli Ind lverlel 00<1 004 00

Halla of profit 3penl on production dDvalopment plus

c'1pll'1l nxpenses to Dronts lor 1st Graue of ComDanles oJ7 OJ 00
Average milo or prom spenl on production development

plus capital 9Jl:penses to profits for 1st Group of
Ir.nmn.",,_~ 032 Q J2 021

develooment Olu. caoltal e,pen'el to pronto and
aver,ce 005 00" 02

Ratle 01 pnofit lpent on .oclallnlr..INctur. d...looment
and rnCenllVl!MIllon (0 arahls 011 01 031
Average ratio 01 profit spent on SOCial mfrastructure

develODmenl and IncentlVlsahon 10 cram 009 009 01

De\llallon between rallo of pront spent on .ocial
Infrastructure development and Incenllvlsatlon to proms

and a'Yerage 002 002 o Ii
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Variances with Indicator Averages for
KHMELNYTSKOBLENERGO

Table 3-6

Value Average for 1st Group of Companres
OeVlabon of average for lsI Group of

Companies

Profitability of electriCity transm,ssion for 1st VOltage
class (calculated) % 51 42 1l
Profitability of electriCity transmiSSion for 2nd voltage
class (calculated) % 48 36 1l
Profitability of electriCity transmlss,on for 1st and 2nd
groups of COnsumers (calculeted) % 48 40 E

Transmission tanfffor lsI voltage class (calculated)
HrlMWh 238 014 224
TransmiSSion tanff for 1st voltage class (approved)
HrlMWh 236 222 OlE
TransmiSSion tanft for 2nd voltage class (calCUlated)
Hr/MWh 197B 042 193E
TransmiSSion tanft for 2nd voltage class (approved)
Hr/MWh 1954 751 123

Supplytanff for 1st group of consumers (calculaled)
HrlMWh 197B 003 1974

Supply tanft for 1st group of consumers (approved)
HrlMWh 1954 046 1931
Supply Ianft for 2nd group of conSume", (calculated)
HrlMWh GBB 017 671

Supply Ianft for 2nd group of con'ume", (approved)
Hr/MWh 190 231 .Q 41

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for
KHMELNYTSKOBLENERGO

Table 3-6b

Electrtclty tran.mlsslon on Electricity tran.mi.Slon on 2nd [IoctrtClly supply tor 1st and 2nd
1st voltage class Yoltago class aroups 01 consurnnr"

RatiO allabour oxponSQII lo sum of dlroct '1nd Indlroct

cosl5 035 031 o J4

Avomgo at milo! of labour DXpOn!lO& to !!Ium of dlroct :md
Indlrnct coolll for 1st Grouo of ComDanloo 024 024 024

Dovialion betwnen ralio of labour oxponoos 10 oum of
direct ,nd Indirect cosls and ,.onoo 01' o 10 Ole

Ralio of Indirect costs to sum of dlrecl and Indirect COlts 000 000 oOC

Avnge nstio of Indlre~tCOlts Ie sum of direct and
Indirect COlts tor 1st Group at Companlal 005 005 005

Deviation betwHn raUo of Indirect COlts to sum of direct
and Indirect costs and everaae -005 -005 -oO!

Ratio 01 prom opent on produ~tlon development plus
capllal expenses to crofil. for l.t Group of Companies 044 014 04

Average raUo ot profil.pent on production development
plus capital expense. 10 proms for lsI Group of
Companle. 032 032 a 2!

development plus capital e.ponses to profilll and
averaae a 12 01" Oil

Ratio of profit opent on .oclal Infrastructure development
and incenUvlsation to profits 011 011 011

Average ratio of profil spent on socJallnfrastruC1ufll
develoament and In~entivlsation to arofit 009 009 01

Oevlallon between ratio of profit spent on social
Infrastructure development and Incenbvllallon to profits
and average 002 001 .(J 01
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Costs of Electnclty TransmiSSion by Local Electnc Networks at
the 1st Voltage Class (thous Hr)

Table 31

Hagler Bailly

--
--G>

Sumy Mykolalll- Zhytomyr Kherson Chermhlv Khmelnytsk-
oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo

Pnme Costs
matenal costs 707 508 1475 637 724 204
labor costs 1944 2573 4300 1917 1544 1271

payment for social measures 926 1222 2042 758 734 501
depreciation 4390 1989 4236 2328 1814 , 958

costs for repairs 697 3032 3983 1860 583 63

costs of electnclty used for Internel

needs a 310 614 0 95 102

costs for uSing networks 01

other transmiSSion licenses 0 a a 0 0 a
other costs 600 796 2905 1346 309 545
Total 9264 10430 19555 8846 5803 3644
Indirect costs 2439 a 0 0 607

Total direct and indirect costs 11703 10430 19555 8846 6410 3644

Expenses from profit
deductions development of produclion 194 111 212 169 96 637

deductions to Investment 893 129 7965 510 780 526

deductions to current costs 0 4096 871 1102 342 287

deductions to social development 289 346 690 242 74 136
deductions to incentives 128 197 106 99 193 143

other purposes 84 203 0 1725 90 65
deductions to creation of Investment fund 0 0 0 0 95 0
deductions to reserve (Insurence) fund a 0 0 0 0 0

dlvldens 0 0 0 0 0 0
profit tax 681 1943 4885 1649 716 778

deductions to central funds 347 634 1270 90 0 74

Total expences from profit 2616 7659 15999 5586 2386 2646

Total expenses 14319 18089 35554 14432 8796 6290

Profitability of licensed activity (the ratio of

aftertax profitabIlity to the sum of dIrect and
Indirect costs) 017 055 057 045 026 051

Average profitability 042

DeViation from average profitability -025 013 015 003 016 010
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Costs of Electricity Transmission by Local Electric Networks at
the 2nd Voltage Class (thous Hr)

Table 3 2

Hagler Bailly

-
~c

Sumy Mykolalv Zhytomyr Kherson - Chernlhlv Khmelnytsk-
oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo

Prime Costs
matenal costs 1424 1403 1025 1353 2897 982
labor costs 3911 4778 2988 4473 5169 6120
payment for social measures 1858 2270 1421 1770 2456 2891
depreciation 8834 3695 2943 3964 6825 4608
costs for repairs 1403 5632 2767 3770 2192 327
costs of electnclly used for Internel

needs 0 577 427 270 302 542
costs for uSing networks of

other transmiSSion licenses 0 0 0 0 0 0
other costs 1209 1479 2019 4723 393 2543

Total 18639 19834 13590 20323 20234 18013
indirect costs 4891 0 0 0 2117
Total direct and indirect costs 23530 19834 13590 20323 22351 18013

Expenses from profit
deductions development of production 630 208 148 395 363 3018
deductions to Investment 2082 239 5535 1190 2220 2417

deductions to current costs 0 4350 605 2568 1192 1380
deductions to SOCial development 581 644 480 565 247 656
deductions to Incentives 312 365 74 230 645 691
other purposes 169 377 0 4025 316 310
deductions to creation of Investment fund 0 0 0 0 332 0

deductions to reserve (Insurence) fund 0 0 0 0 0 0
dlvldens 0 0 0 0 0 0

profit tax 1617 3608 3395 3846 2278 3749

deductions to central funds 698 1176 881 210 0 259
Total expences from profit 6089 10967 11118 13029 7593 12479
Total expenses 29619 30801 24708 33352 29944 30492

Profitability of licensed activity (the ratio of
aftertax profitability to the sum of direct and
mdlrect costs) 019 037 057 045 024 048

Average profitability 038

DeViatIOn from average profitability -019 -001 018 007 -015 010
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Costs of Electricity Supply (thOU5 Hr)

Table 33

Ha!jler Bailly

---"

~

Sumy Mykolalv - Zhytomyr Kherson Chermhlv- Khmelnytsk
oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo

Pnme Costs
matenal costs 319 400 278 775 590 299
labor costs 875 900 810 2138 1279 1247

payment for social measures 416 427 384 838 608 589

depreciation 1976 634 798 402 267 922

costs for repairs 200 200 750 236 86 4

costs of electnclty used for Internel
needs 0 98 116 18 106

costs for uSing networks of
other transmiSSion licenses 0 0 0 0 0

other costs 393 225 547 1071 61 504
Total 4179 2884 3683 5460 2909 3671

Indirect costs 1095 0 0 292 0

Total direct and Indirect costs 5274 2884 3683 5460 3201 3671

Expenses from profit
deductions development of production 200 40 102 14 608
deductions to Investment 525 1500 300 0 470

deductions to current costs 0 600 164 632 171 283

deductions 10 socIal development 130 170 130 147 61 134

deductions to Incentives 60 103 20 108 160 141

other purposes 20 108 0 848 44 64
deductions to creation of Investment lund 0 0 154 48 0

deductions to reserve (Insurence) fur,d 0 0 133 0 0

dlVldens 0 0 0 0

profit tax 401 1361 920 1039 213 768
deductions to central funds 155 545 239 52 0 57

Total expences from profit 1491 2887 3013 3515 714 2525

Total expenses 6765 5771 6696 8975 3915 6196

Profitability of licensed activity (the ratio of

aftertax profitability to the sum of direct and
Indirect costs) 021 053 057 045 016 048

Average profitability 040

DeViation from average profitability -019 013 017 005 024 008
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Individual Tanff Components for Electricity Transmission by Local Electric Networks

at the 1st Voltage Class (thous Hr)

Table 3-4

Tanff components
Sumy Mykolalv Zhylomyr Kherson Chermhlv Khmelnytsk average

oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo value

Pnme Costs

matenal costs 027 014 054 025 039 006 026

labor costs 073 069 156 075 06:: 048 084
payment for social measures 035 033 074 030 039 019 038
depreclalion 165 053 154 091 097 036 099
costs for repairs 026 081 145 073 031 002 060

costs of electnClly used for Internel needs 008 022 005 004 007
costs for uSing networks of other transmiSSion
licensees 000 000

other costs 023 021 1 06 053 017 021 040
indirect costs 092 000 033 021

total direct and Indirect costs 440 278 711 345 344 138 376

Expenses from profit

deductions development of production 007 003 006 007 005 024 009
deductions to Investment 034 003 289 020 042 020 068
deductions to current costs 109 032 043 018 011 036
deductions to social development 011 009 025 009 004 005 011
deductions to Incenllves 005 005 004 004 010 005 006
other purposes 003 005 0 067 005 002 014
deductions to creallon of Investment fund 0 005 001
deductions to reserve (lnsurence) fund 0 0
dlVldens 0 0
profit lax 026 052 176 064 038 029 065
deductions to central funds 013 017 046 004 003 014
tota expences rom pro I t 096 204 561 216 126 100 222

Transmission tariff (calculated) :5 38 483 1292 563 412 238 598

Transmission tariff (approved) 538 443 1000 463 472 238 526

Ratio of calculeted transmission tariff to
average value of the tariff for 3rd Group of
Companies 090 081 216 094 079 040

Ratio of labour expenses to sum of direct
and Indirect costs 017 025 022 022 024 035

Variance between ratios of labour
expenses to sum of direct and Indirect
costs for 3rd Group of Companies 006 002 0003 001 002 013

Ratio of indirect costs to sum of direct and
indirect costs 021 0 0 0 009 0 006

Rallo of profit spent on production
development plus capital expenditures to
profit for 042 003 051 012 037 044 035

Ratio of profit spent on social
Infrastructure development and
Incentlvlsatlon to profit 016 007 005 006 011 011 007
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IndivIdual Tariff Components for Electnclty TransmIssion by Local Electnc Networks
at the 2nd Voltage Class (thous Hr)

Table 3 5

Tariff components
Sumy Mykolalv Zhytomyr Kherson Chermhlv Khmelnytsk average

oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo value

Pnme Costs

matenal costs 103 076 1 15 078 214 064 108

labor costs 284 285 335 250 394 397 324

payment for social measures 135 136 159 099 187 183 150

depreciatIOn 641 221 330 247 509 299 374

costs for repairs 102 336 310 220 163 021 192

costs of electnclty used for Intemel needs 034 048 010 023 035 025

costs for uSing networks of ather transmission licensees 000 000

other costs 088 088 226 237 040 166 141
Indirect costs 355 000 160 000 086

tolal direct and indirect costs 17 08 1177 1523 11 41 1691 1165 1401

Expenses from profit
deductions development of produclion 041 012 017 022 027 196 053
deductions to Investment 145 014 620 066 175 158 197
deductions to current costs 312 068 144 090 090 117
deductions to SOCial development 042 038 054 032 019 043 038
deductions to Incentives 021 022 008 013 049 045 026
other purposes 012 023 0 225 024 020 051
deductions to creation of Investment fund 0 025 004
deductions to reserve (Insurence) fund 0 0
dlvldens 0 0
profit tax 112 215 380 215 176 243 224
deductions to central funds 051 070 099 012 018 042

profitt 425 707 1246 728 585 812 751

Transmission tariff (calcula ted) 2133 1884 2769 1869 2276 1978 2151

Transmission tariff (approved) 1525 1639 2300 1669 1819 1984 1823

Ratio at calculeted transmission tariff to
average value at the tariff tor 3rd Group of
Companies 099 088 129 087 106 092

Ratio at labour expenses to sum at direct and
Indirect costs 017 024 022 022 023 034

Variance between ratios of labour expenses to
sum of direct and rndirect costs for 3rd Group
of Campames oOT 001 0012 001 0002 011

Ratio of rndlrect costs to sum of direct and
Indirect costs 021 0 0 0 009 0 006

RatiO of profit spent on production development
plus capital expenditures to profit for 044 004 051 012 035 044 033

Ratio of profit spent on social rnfrastructure
development and rncentlvlsatlon to profit 015 009 005 006 012 011 009
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Individual Tariff Components for Electricity Supply

for the 1st Group of Consumers (thous Hr)

Table 3-6

Tanff components
Sumy Mykolalv Zhytomyr Kherson Chernlhlv Khmelnytsk average

oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo value

Prime Costs

malenal costs 008 007 006 012 015 007 009

labor costs 023 016 016 033 032 026 025
payment for social measures 011 007 006 013 015 013 all
depreclallOn 051 011 016 006 007 020 019

costs for repairs 005 003 015 004 002 0001 005

costs of electnclty used for Intemel needs 002 002 a 0005 002 001

costs for uSing networks of other transmission licensees 000 a
other costs 010 004 011 017 002 011 009
indirect costs 026 000 007 006

137 050 073 085 061 081 085

Expenses from profit

deductions development of production 005 0 001 002 0004 013 004

deductions to Investment 014 0 030 005 010 010
deductions to current costs 010 003 010 004 006 006
deductions to SOCial development 003 003 003 002 002 003 003
deductions to incentives 002 002 0004 002 004 003 002
other purposes 001 002 013 001 001 003
deductions to creation of Investment fund 002 001 001
deductions to reserve (Insurence) fund 002 0
dlvldens a 0
profiltax 010 024 018 016 005 017 015
deduclions to central funds 004 009 005 001 001 003
tala expences rom pro Itt 039 050 080 055 016 056 046

Supply tariff (calculated) 176 100 133 140 099 138 1 31

Supply tariff (approved) 052 090 184 031 051 038 071

Ratio of calculeted supply tariff to average value
of the tariff for 3rd Group of Companies 134 076 102 107 076 105

Ratio of labour expenses to sum of direct and
Indirect costs 017 031 022 039 040 034

Variance between ratios of labour expenses to
sum of direct and Indirect costs for Jrd Group of
Companies 013 -002 0071 -010 -011 -005

Ratio of Indirect costs to sum of direct and
Indirect costs 021 () () () () Og () 007

Ratio of profit spent on production development
plus capital expenditures to profit for 049 0001 051 011 002 043 029

Ratio of profit spent on social Infrastructure
development and Incentlvlsatlon to profit 013 009 005 007 031 011 010
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IndIVIdual Tariff Components for Electricity Supply
for the 2nd Group of Consumers (thous Hr)

Table 37

Tariff components
Sumy Mykolalv Zhytomyr Kherson Chernlhlv Khmelnytsk average

oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo value

Pnme Costs

matenal costs 041 035 028 060 075 033 045

labor costs 114 078 081 166 162 138 123
payment for social measures 054 037 038 065 071 065 056
depreciation 257 055 079 031 034 102 093

costs for repairs 026 017 075 018 011 0 025

costs of electnclty used for Internel needs 008 012 002 012 006

costs for uSing networks of other transmiSSion licensees

other costs 051 020 054 083 008 056 045
indirect costs 142 037 030

Total casts 685 250 366 424 406 407 423

Expenses from proftt
deductions development of produclJOn 026 004 008 002 067 018

deductions 10 Investment 068 149 023 052 049
deductions to current costs 052 016 049 022 031 028

deductions to social development 017 015 013 011 008 015 013

deductions to incentives 008 009 002 008 020 016 011

other purposes 003 009 066 006 007 015

deductions to creation of Investment fund 012 006 003

deductions to reserve (Insurance) fund 010 002

dlVldens
profit tax 052 118 092 081 027 085 076
deductions to central funds 020 047 024 004 006 017
10lal expences from profitt 194 250 300 273 090 280 231

Supply tariff (calculated) 879 500 666 698 497 688 655

Supply tariff (approved) 260 450 622 155 255 190 355

Ratio of calculated supply tariff to average value
of the tariff for 3rd Group of Companies 134 076 102 107 076 105

Ratio of labour expenses to sum of direct and
Indirect costs 017 031 022 039 040 034

Vanance between rallos of labour expenses to
sum of direct and mdlrect costs for 3rd Group of
Companies 013 002 o 07t 010 011 005

RatiO of Indirect costs to sum of direct and
mdirect costs 021 0 0 0 009 0 007

Ratio of profit spent on productIon development
plus capital expenditures to profit for 049 0 051 011 002 043 029

RatiO of profit spent on social ,nfrastructure
development and Incenllvlsallon to profit 013 009 005 007 031 011 010
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Ratio of Individual Tariff Components for Electricity Transmission by
Local Electric Networks to Average Tanff at the 1st Voltage Class

Table 38

Tanff Components
Sumy Mykolalv Zhytomyr Kberson CherRlhlv- Kbmelnytsk-

obienergo oblenergo oblenergo oblenergo oblenergo oblenergo

Prime Costs -
matenal costs 096 049 195 090 141 028

labor costs 087 082 186 089 099 057

payment for SOCial measures 091 085 194 077 103 050

depreciation 166 053 I » 091 098 036

costs for repairs 044 136 242 122 052 004
costs of electricity used for Internel
needs 126 339 077 059

costs for uSing networks of other
transmiSSion licenses 600

other costs 057 053 265 132 042 052

indirect costs 443 0 157

Total direct and Indirect costs 1 17 074 I 89 092 on 037

~xR:enses from fr?fit
deductlo s developmen 0

production 081 033 OM) 074 057 269
deductions to Investment 049 005 426 029 062 [) 29
deductions to current costs 308 o \l} I 21 052 031
deductions to SOCial development 102 087 236 089 037 048
deductions to Incentives 086 094 069 {) 69 I 85 097
other purposes {) 23 039 0 4 Sf, 035 018
deductions to creation of Investment
fund 0 600
deductions to reserve (lnsurence)
fund 6
dlvldens () -
profit tax 040 080 2 7~ 100 060 046
deductIons to central funds () 95 123 ~ l(, 02(, () 20

Total expenCGS from profit () 44 () 92 _():. () )\ o ~\ 045
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Ratio of Individual Tariff Components for Electricity Transmission by
Local Electric Networks to Average Tariff at the 2nd Voltage Class

Table 39

Tariff Components Sumy MykolalV- Zhytomyr- Kherson Chern,hlv- Khmelnytsk
oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo

Prime Costs

matenal costs 095 071 106 072 197 -
059

labor costs 088 088 103 077 122 123

payment for SOCial measures 090 090 106 066 125 122

depreciation 171 059 088 066 136 080

costs for repairs 053 175 161 I 15 085 011
costs of electnclty used for intemel
needs 137 190 042 093 138

costs for uSing networks of other
transmiSSion licenses 600

other costs 062 063 161 168 028 I 18

Indirect costs 414 0 186 0001

Total direct and Indirect costs 122 084 ]O? 081 121 083

E~en&es from Rtrofit
deductl ns evelopme t of
production 077 024 012 () 12 (152 374
deductions to Investment 074 (J 07 3 16 034 Ol!l) (J 80
deductions to current costs 2 (,6 o 511 121 on 076
deductions to SOCial development 111 I ()I I 42 o ~1 oSO I 12
deductions to Incentives 081 (J 83 031 0oll) 1% 170
other purposes 024 (J 44 0 444 047 (J 40

deductions to creation of
Investment fund 0 600
deductions to reserve (Insurence)
fund GOO
dlvldens GOO
profit tax 050 096 170 O'J6 079 109
deduclions to central funds 122 169 2 3~ 028 043
Total expences trom prolll tlS7 () ')4 I blJ () ')7 (I 7~ lO!l

fll1
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Ratio of Individual Tariff Components for Electricity Supply by
Local Electnc Networks to Average Tanff for the 1st Group of Customers

Table 310

Tariff Components
Sumy Mykolalv Zhytomyr Kherson Chermhlv Khmelnytsk

oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo

Prrme Costs

matenal costs 091 076 061 1 "~ 165 073JJ

labor costs 092 063 065 135 132 112

payment for social measures 096 066 068 116 137 116

depreciation 276 059 085 034 036 1 10

costs for repairs 106 070 303 075 044 002
costs of electnclty used for InterneI
needs 149 203 001 040 207

costs for uSing networks of other
transmissIon licenses 600

other costs 113 043 120 I 84 o 17 I 23

Indirect costs 476 0003 124

Total direct and indirect costs 162 059 087 1 00 0% 0%

EXrfren~es([om woft
deductl ns eve opme t 0

production 145 000 022 044 OlO 178

deductions to Investment 140 000 30Cl o411 107
deductions to current costs 1 '13 057 1 71 o 7() 110
deductions to social development 129 1 12 OI)IJ 0'17 (51) 1 14

deductions to Incentives 074 085 01') o ~O 1 In 149

other purposes () 17 0(,2 437 () 37 047
deductions to creation of
Investment fund J ')8 202
deductions to reserve (Insurance)
fund ()()O

dlvldens 600
profit tax (]69 I 56 121 1 (]7 o 1() 1 12
deductions to central funds 119 27'1 14() () 24 037
rotal expences trom protlt () 84 108 13() 1 III (31) 121
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Ratio of IndIvIdual Tariff Components for Electricity Supply by
Local Electric Networks to Average Tariff for the 2nd Group of Customers

Table 3-11

Tariff Components
Sumy Mykolalv Zhytomyr Kherson ChermhlV Khmelnytsk

oblenergo oblenergo oblenergo oblenergo oblenergo oblenergo

Pnme Costs

matenal costs 091 076 061 133 16, 073

labor costs 092 063 065 135 132 112

payment for SOCial measures 096 066 068 1 16 137 1 16

depreciation 276 059 085 034 036 1 10

costs for repairs 106 070 303 075 044 002
costs of electricity used for Internel
needs 150 203 040 207

costs for uSing networks of other
transmission licenses #ory/O' #DlY/O' #D1Y/O' #DIY/OI /lDIV/O' /lDIV/OI

other costs 113 043 120 184 017 123

indirect costs 476 124

Total direct and indirect costs 162 059 o~7 100 096 0%

Expenses from profit
deductions development of
production 146 022 044 010 3 7~

deductions to Inveslment 140 :3 O() () 4~ 107
deductions to current costs I 113 057 173 076 110
deductions to SOCial development 129 I 12 o1)<) () '17 I) 51) I 14
deductions to incentives () 74 () '15 01') [)'10 lin 141)

olher purposes 017 062 437 037 047
deductions to creation of
Investment fund 39'1 202
deductions to reserve (lnsurence)
fund (,

dlvldens tIDIV/O' IIDIYIO, IIDIVIO' IIDIVIO' IID1VIO' IIDIVIO'

proflltax o(j'J I 5(1 I 21 107 036 1 12
deductions to central funds II'J 27<) 141) () 24 037

Total expences from pront Oll4 108 I JI) I I~ I) 31) 121
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Calculated Indicators (Profitability and Tanff) Averages of Indicators and Variances with Indicator Averages for
VOLYNOBLENERGO

Table 41

Value
Average for 1st Group of Deviation of average for 1st Group of

Companies Companies

Profitability of electncrty transmiSSion for 1st voltage class

(calculated) % 18 37 1,
Profitabllrty of electnclty transmission for 2nd voltage class

(calculated) 0/ 24 51 2
Profitabllrty of electncrty transmiSSion for , st and 2nd groups

of consumers (calculeted) % 92 41 5

Transmission tariff for 1sl voltage class (calculated\ HrIMWh 2 all 464 2.5!

Transmission tanlf for 1sl voltage class (approved) HrIMWh 215 504 2.8!

Transmission lanft for 2nd voltage class (calcUlated) Hr/MWh 11113 2222 34

Transmission tanlf for 2rd voltage class (approved) Hr/MWh 18.22 1887 261

Supplv tanft for lot oroup of consumers (calculated) Hr/MWh 139 109 030

Supplv tanft for 1st oroup of consumers (approved) Hr/MWh 041 052 -011

Supplv lanft for 2nd oroup of consumers (calculated) Hr/MWh 897 545 152

Supply lanff for 2nd group of consumers (approved) Hr/MWh 205 261 -056

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for VOLYNOBLENERGO
Table 4 lb

ElectriCity lran.mls.lon Electricity transmiSSion on 2nd Eloclrlclty supply lor I st and 2nd groups of
on 1st vollage class voltage cia" consumers

R~1I0 of l.:Jbour eXDenso' 10 ,urn of dlroct IOd Indlroct cosl. 025 o ~J 02'

Avorago of rallo. of labour "xpon,os to ,urn of direct and
Indlroc! co.t. for l,t Grouo of Comonnlos 021 021 021

Dovlallon betwoon rallo Of labour oxpon.es to sum of dlroct
,nd Indirect co.ts and ~VOr1(Je 004 004 004

Rallo of Indirect COlts to lum of direclllnd Indirect COlts 000 000 000

Average ratio of Indirect COltlto sum of direct and Indirect
COlt. for 111 GrouD of Comoenlel 003 003 00
Deviation between ratio Of Indirect cost. to lum of direct lind
Indirect Cosls and averaoe -003 003 -00
Rallo of profit .pent on production dovelopment plu, caDltal
expen.es to prom. for l.t Group of Comoanlea 049 045 OS<

Average rallo of profit spent on production development plus
capllal eXDenses 10 profits for 1sl Group or ComDanles all 011 am

Deviation between rallo of profit spenl on Droductlon
d£'lvr lopm. nt plus I 'DII 11 (lXpfln"if1S fa profit lnt1 1'If1r'<J0 016 n l~ 04'
Rallo of profit spent on social Inlraslructure development and

IRcenllVlsat,on to profits 010 012 01

Average ratio of profit spenl on soclallnfraslruc!ure
develooment and Incen!lvlsatlon to Drofit 016 014 02(

DeViation between ratio of profit.pent on soclallnfraslructure
development and Incentlvlsatlon to profits and average -001 .{) 02 -00
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Calculated Indicators (Profitability and Tarrff) Averages of IndIcators and Varrances with Indicator Averages for
VINNYTSIAOBLENERGO

Table 42

Value Average for 1st Group of Companle!
Dev,allon of average for 1st Group of

Com~anles

Profitabdlty of electnclty transmiSSion for lsI voltage class
(calculated) 0/ 32 37

Profitabdlty of electnclly transmiSSion for 2nd voltage class

(calculated) % 31 51 21
Profitability of electnclty transmiSSion for 1st and 2nd
groups of consumers (calculeled) /0 31 41 1t

TransmiSSion tanff for 1st voltage class (calculated)

HrlMWh 509 464 04'
Transmission tanff for 151 voltage class (approved)
HrlMWh 510 504 001
TransmiSSion tanff for 2nd voltage class (calculated)
HrlMWh 2582 2222 34t
I' ransmlSSlon tanll or Lno VOltage c ass (approveo)
Hr/MWh 228e 1887 381

Supply tanff for 1sl group of consumers (calculaled)
HrlMWh 138 109 021

Supply tariff for 1st group of consumers (approved)
Hr/MWh OlIO 052 O~

Supply lanft for 2nd group or consumers (calCUlated)
Hr/MWh 689 545 14

Supply tanft for 2nd group of consumers (approved)
Hr/MWh 450 261 lSI

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for VINNYTSIAOBLENERGO
Table 4 2b

Electrlclly transmission on Electricity transmiSSion on 2nd Eloctrlclty supply for 151 and 2nd groups
151 voltage class voltage class of consumers

Rallo of labour oxpenses 10 sum 0' direct and Indlroct

costs 023 023 02

Average of ratios of labour expenses 10 sum of direct and
Indirect costs for 1st Group of Companies 021 021 021

Deviation betwoen ratio of labour expenses 10 sum of
direct and Indirect costs and averalle 002 002 00.

Ratio of Indirect coslS to sum of direct and Indirect costs 000 000 DOC

Avel'8ge rello of Indirect costs 10 sum of direct snd Indirect
costs for lsI Grouo of Comoanl" 003 003 00

Devlallon between ratio of Indirect costs 10 sum of direct
end Indirect costs and average -a 03 -a 03 .() 0<

Rollo or profil spenl on production developmenl plus
capllal expenses 10 arofits lor 1st Group of Companies 004 DOg Ole

Average rolla of pront spenl an production development
plus capllal expenses to pronts for 1st Group of
CamDanies 011 011 ODS

DeVIatIon between ratio of profit spent on production
develoament plus capital e.penses 10 prom. and averaae .{)07 -001 00

Ratio of pror~ spenl on soc,allnfra.tlucture development

and Incenllvlsatoon 10 crofits 010 024 021

Average rallo of prom.penl on soclallnfrastruclure
development and Incenhvlsatlon to profit 016 014 02t

Deviation between rallo of profit spenl on social
Infra.lruclu", development and IncentlvlsmlDn to profrts
and average -005 OOg 001
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Calculated Indicators (Profitability and Tariff) Averages of Indicators and Vanances with Indicator Averages for
TERNOPILOBLENERGO

Table 4-3

Value
Average for 1st Group of Devlatlon ofaverage for 1st Group of

Companies Companies

Profitability of electnclty lransmlsslon for 1st voltage class

(calculated) 10 48 37 11

Profitability of electnclty transmiSSion for 2nd voltage class
(calculated) I 52 51 1

Profitabllrty of electncrty transmiSSion for 1SI and 2nd
groups of consumers (calculeted) % 11 41 3(

TransmiSSion tariff for 1st voltage dass (calculated)

HrlMWh 890 484 2.2t
Transmission tanff for 1st voltage dass (epproved)
HrlMWh 5.22 504 011
TransmiSSion tanff for 2nd voltage class (calculated)

HrlMWh 2898 2222 47
ransmlsslon Ian" or 2M vOltage Class (approved)

HrlMWh 1882 1887 -o2!

Supplylarifffor Is' group of consumers (calculaled)

HrlMWh 084 109 -o4~

Supply tariff for 1st group of consumers (approved)
HrlMWh 031 052 -0 1~

Supply lanff for 2nd group a/consumers (calculaled)
HrlMWh 321 545 22

Supply tanff for 2nd group of consumers (approved)
HrlMWh 190 281 -071

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for TERNOPILOBLENERGO
Table 4 3b

Electricity transmission on l.t Electricity lran.mlsslon on 2nd Eleetrlclly supply for 1sl and 2nd

voltage class voltage class groups of consumers

Rolla at labour expenses 10 sum or dlroct and ,"direct
cosis 028 026 054

Average of ratios of labour expenses 10 sum of dlroct and
Indirect costs for 1st Group of Companies 021 021 021

Deviation between rallo or labour expenses to sum of
direct and Indirect costs and average 005 005 03

Ratio at Indirect coall to sum of direct Ind Indirect COila 000 000 000

Average ratio of Indirect COlli to lum of direct and Indirect
003coati ter 1.t Group of Companlel 003 003

Deviation between rutlo of Indirect COlt. to .um ot dIrect
and Indirect cosll and averaoe -003 -003 -00

Rallo of profit spent on production development pius
capital ex08nseslo oroms for 1st Group of Comoanles 043 044 OOC

Average ratio of profll spent on production development
piUS capllal expense. 10 proms for 1st Group of
Companies 011 011 OO!

Devlallon between rallo of profit spent on production
development plus capital expen~es 10 profits lnd lVDr1ge 032 033 -008

Ratio 01 prom spent on soclallntrastrueture development
and Incenllvlsatlon to profits 011 011 01

Average ratio of praftt spent on soclallntrastrueture
develoDment and Incentlvlsallon 10 profit 016 014 021

Deviation betw88n ratio of profit spent on social
Intrastruetul9 development and Incentivlsatlon to profits
and average -005 -004 -ooe
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Calculated Indicators (Profitability and Tanff) Averages of Indicators and Vanances with Indicator Averages for
CHERNIVTSIOBLENERGO

Table 44

Value
Average fOr 1st Group of Deviation of average fOr 1st Group of

Companies Companies

Profitability of electnclty transmiSSion for 1st voltage class
(calculated) 0/ 22 37 1~

Profitability of electnclty transmiSSion for 2nd voltage dass

(calculated) % 98 51 4
Profitability of eleetnclty transmiSSion for 1st and 2nd

groups of consumers (calculated) % 42 41 1

TransmiSSion tanff for 1st voltage class (calculated)

HrlMWh 499 464 035
TransmiSSion tartfffOr 1st voltage class (approved)
HrlMWh 500 504 -llQ4
TransmiSSion tanff for 2nd voltaga class (calculated)
HrlMWh 2230 2222 008
I ransmlsslon tanlT rer ~no vOltage Class (approveo)

-ll 87HrlMWh 1800 1887

Supply tanff for 1st group of consumers (calculated)
HrlMWh 065 109 ..()44

Supply tariff for 1st group of consumers (approved)
HrlMWh 044 052 ..()08
Supply tanff for 2nd group of consumers (calculaled)

HrlMWh 326 545 219

Supply tanff for 2nd group of consumers (approved)
HrlMWh 219 261 ..() 42

Rallo of Calculated Cost Components to Sum of Costs, and Ratio of Profit Components to Profit for
CHERNIVTSIOBLENERGO

Table 4-4b

Electricity transmission on Electricity transmission on 2nd Electricity supply lor 1sl and 2nd groups a
1st vollage class vollage class consumers

Ratio 01 labour exponses 10 .um 01 dlroct and Indlroct

cosls 021 022 044
Average 01 ratios of labour oxpenses to sum 01 direct and
Indirect cosls lor 1st Group 01 Companies 021 021 021

Deviation belWeen ratio 01 labour expenses to sum 01
direct and Indirect costs and average 000 001 02

Ratio of Indirect costa to sum of direct and Indirect COlli 000 000 oOC

Average ratio of Indlrw<:! COlli 10 IUm of direct and Indirect
COlli for 111 Group of ComPlnl.. 003 003 oO~

Deviation between ratio of Indirect costs to sum of direct
and Indirect cosll and avel'llOe -llO3 ..()03 -ll0

Ratio 01 prollt spent on production development plus
capllal expenses to profits for lsI Group 01 Companies OO~ 056 000
Average ratio of prom spent on produCllon development
plus capllal expenseS to proms lor 1st Group 01

Companies all 011 OO!

Devlallon belWeen ratio 01 profrl spenl on production
development plus capllal expenses 10 profits and average -006 045 -OO!

Rallo of proftt spent on soclallnfraslnJeture development
and Incentlvlsatlon to profits 026 006 o lC

Average raUo of proftt spenl on socJallnfraslrueture
davelopment and Incentlvlsatlon to proftt 016 014 02C

Deviation be_n ratio of profit spent on social
Infrastructure development and Incentlvlsatlon to proftts
and average 012 ..() 08 .(I1C
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Calculated Indicators (Profitability and Tariff), Averages of IndIcators, and Vanances With Indicator Averages for
ZAKARPATTIAOBLENERGO

Table 45

Value
Average for 1st Group of DeViation of average for 1st Group of

Compames Compames

Profitability of eleetnc,ty transmiSSion lor 1st voltage class
(calculated) 0/ 29 37 ~

Profitability of eleetnclty transmission for 2nd voltage class

(calculated) 10 29 51 2
Profitability of eleetnclty transmiSSion for 1st and 2nd

groups of consumers (calculeted) / 18 41 2

Transmission tanff for 1st voltage class (calculated)

HrlMWh 1 GG 464 291
Transmission tanll for 1st voltage class (approved)

HrlMWh 585 504 081
Transmission tanll for 2nd voltage class (calculated)

Hr/MWh 1947 2222 2 7~
II ransmlSSlon ann lor Lno voltage Cass \approveo)
Hr/MWh 2313 1887 42€

Supply tanll for 1st group of consumers (calculated)

Hr/MWh 162 109 05

Supply tanll for lsI group of consumers (approved)

Hr/MWh 080 052 DO!
Supply lanll for 2nd group of consumers (calculated)

Hr/MWh 8 09 545 264

Supply tariff for 2nd group of consumers (approved)

HrlMWh 300 2 iiI 039

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Componentl> to Profit for
ZAKARPATTIAOBLENERGO

Tabla 4 ~b

Electricity transmission on Is Eleetrlclly Ir1n,m"Slon nn ~l1d EloclrlClty supply lor 1,1 1nd 2nd groups

voltage class yollaoo rh59 01 rOn'lUmnr1

Ratio of labour exponsos 10 sum 01 diraC! and 'ndlract COSIS 016 () If) 03

Avorago of rallos or labour oxponses 10 sum of dlraet and
Indlroct cosls lor 1st Group of Comoanlos 021 021 021

Dovlatlon betweon ratio of labour nxpcnsc5 to .,um or dlract
~nd Indlroct C05t! and lvornQo -005 (0) 01

Ratio of Indirect costs 10 sum of direct and Indirect Cosis 006 008 ooe
Avarage ratio of Indirect casillo sum 01 dlract and Indirect
costs for 1st Group 01 Comoanles 003 003 00<

Deviation between milo of Indirect costl to sum or direct
and Indirect cosls and averalle 002 002 003

RallO of profil spenl on production developmenl plus capllal
axoenses 10 pronts tor lsi Group or Compenles 034 034 009

Average ratio of profit spent on producllon doYolopmenl
piUS capltJI expwsos to profits lor I,t Group al Companies 011 ) 11 008

Dovl1t1on between ratio of profit spent on prodUc!lon
development plus capllal expenses 10 profits and avoraoe U 23 41 ... .., UUl

Ratio of prorrt spent on SOCial Infrastructure development
and Incentlvlsatlon to profits 016 016 02

Average ratio or profit spent on SOCial Infrastructure
development and Incentlvlsatlon to profit 016 014 020

DeViation blltween ratio of profit spenl on social
Infrastructure development and ,ncenllVlsallon to profits
and average 000 002 DOl
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Calculated Indicators (Profitability and Tanff), Averages of Indicators and Variances with Indicator Averages for
SEVASTOPOLMISKENERGO

Table4-<la

Value Average for 1st Group of Companies
DeViation of average for 1st Group of

Companies

Profitability of electnclty transmiSSion for I st voltage class

(calculated) 10 73 37 3€
Profitability of eleetnclly transmiSSion for 2nd voltage class

(calculated) 10 74 51 2
Profitability of electnclty transmission for I sl and 2nd

groups of consumers (calculeted) % 49 41 5

Transmission tanff for 1st voltage class (calculated)

Hr/MWh 713 464 245
Transmission tanff for 1st voltage class (approVed)

Hr/MWh 713 504 205
Transmission tanff for 2nd voltage class (calculated)

Hr/MWh 2022 2222 195
ransmlss,on ann or 2nd voltage Class (approved)

Hr/MWh 1456 1887 -431

Supply tanfffor 1st group of consumers (calculated)
Hr/MWh 086 109 -il2

Supply tanff for 1st group of consumers (approved)
Hr/MWh 040 052 -ill

Supply tanff for 2nd group of consumers (calcUlated)

Hr/MWh 428 545 11

Supply tanff for 2nd group of consumers (approved)

HrtMWh 200 26t .Q 6t

Ratio of Calculated Cost Components to Sum of Costs and Ratio of Profit Components to Profit for
SEVASTOPOLMISKENERGO

T IbiD 4 lib

Electricity transmission on Electrlclly (r1nsmlSSlon on 2nd Eloctnclty 1upply lor' 51 md 2nd
1st voltago class VOll1QO rl'l';S f~roup9 at con'lumortJ,

R~tlo or hbour lIXpOn1es 10 1um III direct Ind Indlroct C01ts 014 l) II 112

Avor1QD of r::ttlo5 of l.Jbour flxponsos to ..urn of dlroc1 and

Indlmct costs for I st Group of Companies 021 021 021

Deviation between ratio or labour expenses 10 sum or direct
and Indirect costs and 1VOrnrlO -il 07 007 OOf

Ratio 01 Indirect COltl to lum 01 direct and Indirect COlts 014 014 011

Averaga ratio or Indirect costs to sum of direct and Indirect
costs lor 1st Group of Compenles 003 003 00

Deviation between ratio of Indirect cosls 10 lum or direct

and Indirect costs and averaee 011 011 OO!

Ratio of proht spent on production dovelopmenl plus capital

expenses to profits for 1st Group of Companies 037 I) 37 a 2E

Average ratio of profit 'iponl on produrt1on dcvf110pment

plus capllal pxpenses 10 prohis for 1sl Group of CompDflIes 0'1 0' t 006

Devlallon between rallo of profit spent on production
development plus capital expenses to profits Dnd avcraqe 026 026 016

Ratio of profit spent on social Infrastructure development

and ,ncentlv,sallon to profits 019 019 02

Average ratiO 01 profit spent on social Infrastructure
018develooment and Incenllvlsatlon to profit 014 02(

Deviation between ratio of profrt spent on social

Infrastructure development and IncenUvlsatlon to profits
OO~and average 005 oOS
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Costs of ElectricIty TransmIssIon by Local Electric Networks at
the 1st Voltage Class (thous Hr) Table 4 1

-.".C.,

~

Volyn VlOnytSla Ternopll Chernlvtsl Zakarpattla- Sevastopol
oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo

Pnme Costs
matenal costs 232 800 461 550 667 581
labor costs 1088 2280 1517 1100 1223 412
payment for social measures 516 1083 720 580 573 196
depreciation 975 2011 1318 1423 2506 409
costs for repairs 930 1749 376 342 459 321
costs of electricity used for Internel

needs 63 398 0 200 214 95
costs for uSing networks of

other transmission licenses 0 0 0 0 0 0
other costs 513 1564 1369 1053 1550 550
Total 4318 9885 0 5248 7192 2564
indirect costs 0 0 0 425 432
Total direct and indirect costs 4318 9885 5761 5248 7617 2996

Expenses from profit
deductions development of producllon 100 49 947 95 179 578

deductions to Investment 457 421 762 0 897 579
deducllons to current costs 50 882 433 550 512 0
deductions to SOCial development 42 690 206 191 253 359

deductions to Incentives 72 493 217 301 253 234
other purposes 21 0 97 0 0 66
deductions to creation of Investment fund 50 0 0 0 128 359
deductions to reserve (lOsurence) fund 0 0 0 0 0 0
dlvldens 0 0 0 0 0 0

profiltax 339 0 1248 647 0 932
deductions to central funds 0 633 86 0 0 0
Total expences from profit 1130 3169 3995 1784 3174 3107
Total expenses 5448 14490 9756 7032 581174 6103
Profitability of licensed activity (the ratio of
aftertax profitability to the sum of direct and
indirect costs) 018 032 048 022 042 073
Average profitability 039
Deviation from average profitability 021 007 009 -0 17 o03l 034
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Costs of Electnclty Transmission by Local Electnc Networks at
the 2nd Voltage Class (thous Hr) Table 42

-_C"
...$

Volyn- VlOnytsla· Ternopll Chem,vts, Zakarpattla Sevastopol
oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo

Pnme Costs
matenal costs 2897 2058 1214 452 1391 871
labor costs 5169 6140 3998 1650 2552 618

payment for social measures 2456 2874 1899 884 1197 294
depreciation 6825 6647 3471 2607 5230 612
costs for repairs 2192 4499 992 758 959 485

costs of electnclty used for Internel
needs 302 1023 0 240 445 143

costs for uSing networks of

other transmission licenses 0 0 0 0 0 0
other costs 393 3414 3602 855 3233 825
Total 20234 26654 15176 7446 15007 3848
Indirect costs 2117 0 0 887 649

Tolal direct and Indirect costs 22351 26654 15176 7446 15894 4497

Expenses from profit
deductions development of production 363 127 2708 78 374 866

deductions to Investment 2220 1083 2181 6328 1873 858

deductions to current costs 1192 2268 1234 450 1068 180

deductions to social development 247 1774 586 82 537 539

deductions to incentives 645 1267 617 198 537 350

other purposes 316 0 278 138 0 99

deductions to creatIOn of Investment fund 332 0 0 0 267 436

deductions to reserve (lnsurence) fund 0 0 0 0 0 0

dlvldens 0 0 0 0 0 0

profit tax 2278 0 3279 2856 1995 1426

deductions 10 central funds 0 1628 247 0 0 0

Total expences from profit 7593 8148 11131 10129 6651 4754

Total expenses 29944 38216 26307 17575 22545 9251

Profitability of licensed acllvlty (the ratio of
aftertax profitability to the sum of direct and

Indirect costs) 024 031 052 098 029 074

Average profitability 051

DeViation from average profitability 027 -021 001 047 022 023
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Costs of Electricity Supply (thous Hr)

Table 43

Hagler Bailly

.--V',
o

Volyn Vmnytsla Temopll Chemlvtsl- Zakarpattla Sevastopol-
oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo

Pnme Costs

matenal costs 140 390 160 53 631 76

labor costs 654 1148 1060 604 1495 224

payment for social measures 310 588 504 321 733 106

depreciation 586 1181 0 168 0 113

costs for repairs 559 852 0 60 299 94

costs of electnClly used for Intemel
needs 38 194 0 38 138 0

costs for uSing networks of

other transmission licenses 0 0 0 0 0 0
other costs 301 679 244 144 1008 138
Total 2587 5031 1968 1388 4304 751
indirect costs 0 0 0 0 276 89

Total direct and mdlrect costs 2587 5031 1968 1388 4580 840

Expenses from profit
deductions development of produclion 78 24 0 0 112 153

deductions to Investment 270 205 0 0 0 0

deductions to current costs 39 430 33 172 320 0
deductions to social development 33 336 28 27 160 103
deduclions to incentives 57 240 16 62 160 64

other purposes 16 0 78 322 0 7

deductions to creation of Investment fund 0 0 0 0 80 85
deductions to reserve (Insurence) fund 0 0 0 0 0 0

dlvldens 0 0 0 0 0 0
profit tax 211 661 92 351 357 177
deduclions to central funds 0 308 59 0 0 0

Talai expences from profit 2599 2205 306 934 1189 588

Total expenses 5186 7235 2274 2322 5769 1428

Profitability of licensed activity (the ratio of
aftertax profitability to the sum of direct and
indirect costs) 092 031 011 042 o18 049

Average profitability 041
Deviation from average profitability 052 010 -030 001 022 009
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IndIvidual Tariff Components for Electricity TransmIssion by Local Electric Networks

at the 1st Voltage Class (thous Hr)

Table 4-4

Tanff components
Volyn Vlnnyts,a Ternopll Chermvtsl lakarpattla Sevaslopol average

oblenergo oblenergo oblenergo oblenergo oblenergo m,skenergo value

Pame Costs

matenal costs 009 028 033 039 035 068 035

labor costs 042 080 107 078 064 048 070

payment for SOCial measures 020 038 051 041 030 023 034

deprecIation 037 071 093 101 131 048 080

cosls for repairs 036 061 027 024 024 038 035

costs of electnCl1y used for Intemel needs 002 014 014 011 all 009
COSIS tor us,ng networKs of other transmiSSion
licensees
other costs 020 055 097 075 081 064 065
indirect costs 022 050 012

total direct and indirect costs 165 347 408 372 399 350 340
- -

Expenses from profrt

deductions development at production 004 002 067 007 009 068 031
deductions to ,nvestment 017 015 054 047 068 037
deductions 10 current costs 002 031 031 039 027 020
deductions to SOCial development 002 024 015 014 013 042 017
deducllons to Incentives 003 017 015 021 013 027 016
other purposes 001 007 008 003
deduCllons 10 croatlon of Investment fund 002 007 042 010
deduCl,ons to reserve (lnsuronce) fund
dlvldons .
profit tax 013 088 046 050 109 061
doductlon~ to rontnl tunds 022 000 001
total ("pencos Irom proHIt o 4J 397 283 127 1 h6 163 196

Transmission tariff (calculated) 208 509 690 499 166 713 455

Transmission tariff (approved) 215 510 522 500 565 713 503

Rallo of calculeted transmission tariff to
avorago value of the tariff for 4th Group 046 1 12 152 I 10 037 157
of Companlos

~Rallo of labour expenses to sum of
direct and Indirect costs 025 023 026 021 om o t4

Variance between ratios of labour
expenses to sum of direct and Indirect
costs for 4th Group 01 Companies 005 003 .Q 06 0004 004 007

Ratio of Indirect costs to sum of direct
and Indirect costs 0 a a 0 006 014 004

Ratio of profit spent on production
development plus capital expenditures

to profit for 009 0004 024 005 006 019 016

Ratio 01 profit spent on social
Infrastructure development and
Incentivlsatlon to profit 010 010 011 028 016 019 017
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IndivIdual Tanff Components for Electnclty TransmIssion by Local Electnc Networks

at the 2nd Voltage Class (thOU5 Hr)

Table 45

Tariff components
Volyn Vlnnytsla Temopil Chermvtsl zakarpattla Sevastopol average

oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo value

Pnme Costs

matenal costs 078 139 125 086 149 191 128

labor costs 366 410 412 244 274 136 307
payment for social measures 174 192 196 130 128 065 147

depreciation 328 426 358 361 561 134 361

costs lor repairs 313 303 102 099 103 106 171

costs of electricity used for Intemel needs 021 069 039 048 031 035
costs lor uSing networks of other transmission
licensees

other costs 168 239 372 164 347 181 245

Indirect costs 000 095 142 040
total direct and IndIrect costs 1448 1778 1566 1123 17 05 987 1434

Expenses from profit
deductions development of production 045 009 273 015 040 190 1 13
deductions to Investment 147 073 220 604 201 189 272
deductions to current costs 022 153 125 086 115 024 074
deducllons to SOCial development 019 120 059 023 057 118 055
deductions to Incentives 033 085 062 043 057 077 054
other purposes 009 028 o 13 022 014
deducllons to creation 01 Investment fund 022 029 105 031
deductions 10 reserve (lnsurenceI fund
dlvldens
profillax 128 339 323 214 3 11 263
deducllons to central funds 110 025 005

t e r pro I 425 865 1130 1107 713 1035 882

Transmission tariff (calculated) 1873 2582 2696 2230 1947 2022 2154

Transmission tariff (approved) 1822 2288 1862 1800 2313 1456 1811

Ratio of calculeted transmission tariff
to average value of the tariff for 4th 087 119 125 104 090 094

Group of Companies

Ratio of labour expenses to sum of
direct and indirect costs 025 023 026 022 016 014

Variance between ratios of labour
expenses to sum of direct and mdlrect
costs for 4th Group of Companies 004 002 005 0003 005 008

Ratio of indIrect costs to sum of direct
and indirect costs 0 0 0 0 006 014 003

RatiO of profit spent on production
development plus capital expenditures
to profit for o11 001 024 001 006 0,8 013

RatiO of profit spent on SOCIal
Infrastructure development and
Incentlvlsatlon to profit 012 024 011 006 016 019 012
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Individual Tariff Components for ElectrIcity Supply
for the 1st Group of Consumers (thous Hr)

Table 4-6

Tanff components
Volyn V1nnytsla Temop,l Chem,vtsl Zakarpattla Sevastopol average

oblenergo oblenergo oblenergo oblenergo oblenergo m,skenergo value

Pnme Costs

matenal costs 006 007 005 001 016 005 007
labor costs 028 022 030 017 042 013 025

payment for sOCJal measures 013 011 014 009 021 006 012

depreciation 025 022 005 007 010

costs for repairs 024 016 002 006 006 009

costs of electnclly used for Intemel needs 002 004 001 004 002
costs for uSing networks of other transmission
licensees

other costs 013 013 007 004 028 008 012
Indirect costs 006 005 002

total direct and 'ndlrect costs 110 096 056 039 129 050 080

Expenses from profrt
deductions development of production 003 000 003 009 003

deductions 10 Investment 011 004 003
deductions to current costs 002 008 001 005 009 004
deductions to SOCial development 001 006 001 001 004 006 003
deductions to Incentives 002 005 a 002 004 004 003
other purposes 001 002 009 000 002
deductions to creation of Investment fund 002 005 001
deductions 10 reserve (Insurance) fund
dlvldens
pront tax 009 013 003 010 010 011 009
deductions 10 central funds 006 002 001
total expences trom prolill 030 042 009 026 oJJ 030 0<9

Supply tariff (calculated) 139 136 064 oh'i 162 086 109

Supply tariff (approved) 041 090 038 044 060 040 052

Ratio of ealeuleted supply tariff to
average value of tile tariff for 4th Group 128 128 059 060 1 18 079

of Companies

,,~Ratio of labour expenses to sum of
direct and Indirect COlts 025

Variance between ratios of labour
expenses to sum of direct and Indirect
costs for 4th Group of Companies 006 009 022 0116 001 oO'i

Ratio of indirect costs to sum of dlroct
and Indirect costs 0 0 a 0 006 011 001

Ratio of profit spent on production
development plus capital expenditures
to profit for 011 001 0 0 009 026 009

Ratio of profit spent on social
Infrastructure development and
Incentlvlsatlon to proflt 013 026 014 010 027 028 021
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IndIVIdual TarIff Components for Electricity Supply
for the 2nd Group of Consumers (thOU5 Hr)

Table 4-7

Tanff components
Volyn Vlnnytsla Temopll Chemlvtsl ZakarpattJa Sevastopol average

oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo value

Pnme Costs

matenal costs 030 037 023 007 089 023 035
labor costs 139 109 150 085 2 10 067 127
payment for SOCial measures 066 056 071 045 103 032 062
depreciation 124 1 12 024 034 049
costs for repairs 118 081 008 042 028 046

costs of electnclty used for Intemel needs 008 018 005 019 009
costs for uSing networks of other transmiSSion
licensees

other costs 064 065 034 020 141 041 061
Indirect costs 039 027 011

total direct and rndlrect costs 548 479 278 195 643 252 399

Expenses from profit
deductions development of production 017 002 016 046 013
deduclions 10 Investment 057 020 013
deductions to current costs 008 041 005 024 045 020
deduclions to SOCial development 007 032 004 004 022 031 017
deductions to Incentives 012 023 002 009 022 019 015
other purposes 003 011 045 002 010
deductions to creation of Investment fund 011 025 006
deducllOns to reserve (Insurence) fund
dlvldens

prollt tax 045 063 013 049 050 053 045
deductions to central funds 029 008 006

lotal exponces from proflll 14g 210 043 f 31 167 f 76 146

Supply tariff (calculated) 697 689 321 125 80G 128 545

Supply tariff (approved) 20:\ 4 :\0 190 219 3 00 200 261

Ratio of calculeted supply tariff to
average value of the tariff for 4th Group 128 126 o5G 060 148 am
of Companies

Ratio of labour expenses to sum of
direct and Indirect costs 025 023 054 044 033 027

Variance between ratios of labour
expenses to sum of direct and indirect
costs for 4th Group of Companies 006 009 022 Of 18 001 005

Ratio of indirect costs to sum of direct
and indirect costs 0 0 0 0 006 01 f OOJ

Ratio of profit spent on production
development pius capital expenditures
to profit for 011 001 0 0 009 026 009

Rallo of profit spent on SOCial
Infrastructure development and
Incenilvisabon to profit 013 026 014 010 027 028 021
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Ratio of Individual TarIff Components for Electricity TransmIssIon by
Local Electric Networks to Average Tariff at the 1st Voltage Class

Hagler Bailly

Table 4-8
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Tanff Components
Volyn Vmnytsla Ternopil Chermvtsl Zakarpattla Sevastopol

oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo

Pnme Costs

matenal costs 025 080 093 III 099 193

labor costs 059 115 154 I 12 092 069

payment for social measures 058 113 151 122 089 068

depreCiation 046 088 116 126 164 060

costs for repairs 102 176 076 070 069 107
costs of electricity used for Internel
needs 027 159 161 127 126

costs for usmg networks of other
transmiSSion licenses IIDIV/OI #DIVIO' IIDIVIO' IIDIV/O' IIDIVIO' IIDIV/O'

other costs 030 084 148 1 14 124 098

Indirect costs 1114 4 16

Total direct and Indirect costs 048 102 120 IOl) I 17 103

Expenses from profit

deductions development of production 012 006 2 17 022 I) 10 2 I')

deductions to Investment 047 040 I 4~ I l(1 I ~l

deductions to current costs 010 157 I ~(, I III Ill,

deductions to social development 00') 141 0% o ~O I) 7~ 247
deductions to Incentives o 17 lOll (}9!r I 11 o ~ 1 171
other purposes 026 221 2 SI
deductions to creation of Investment
fund o 19 066 4 15
deductions to reserve (Insurence) fund 1I00VIO' #D1V/O' lIDIVIOl flnr V/o, III)IV/O' 1If)IV/o'
dlvldens IIDIV/o' 1I00VIO' /lmvll)' III)IV/o' lIDIV/ll, I/D1VIO'
profit tax 021 144 075 o ~ I In
deductions to central funds 1823 500
lotal expences Irom prolll 022 202 144 01,4 (I ll~ I ~5
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Ratio of Individual Tariff Components for Electricity Transmission by
Local Electric Networks to Average Tariff at the 2nd Voltage Class

Table 49

Tartff Components
Valyn- Vlnnytsla remapil Chermvtsl Zakarpattla Sevastapal -

oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo

Pnme Costs

matenal costs 061 108 093 067 I 16 149

labor costs 119 133 134 079 089 044

payment for social measures I 18 131 133 088 087 044

depreciation 091 I 18 0 1)<) 100 15;, 037

costs for repairs 1 83 177 060 053 060 062
costs of electricity used for mternel
needs 061 199 I 12 I 38 090

costs for uSing networks of other
transmISSion licenses /iDIY/O' liDlV/O' /iDlV(() 1 Ii D1V/O , liDIVlO' /lDIV/O'

other costs () 69 098 I 52 067 141 074

Indirect costs () 240 359

Total direct and indirect costs 101 124 1m o 7S I I') l) (,1)

Expenses from profit

deductions development of production 040 o OS 2 12 on 031, I (ll)

deductions to Investment 054 027 o ql 222 074 070
deductions to current costs 030 206 1 e.S I Ie. 154 032
deducllons to social development 034 216 I 07 041 104 214

deductions to Incentives 060 157 1 IS 078 lOS 141
other purposes 063 I 9S 092 151
deductions to creation of Investment
fund 072 on 336

deductions to reserve (lnsurence) fund liDIVlO1 IIDly/O' lIDIVIO , III1IVf()' JIf)IVf()' II orV/o ,

dlvldens IIDIVIO' IIDlV/O' Ii DI VIlJ , lIDIVf() , IIJ)IV/o' fIDIV/o'

profit tax 049 I 2') 121 o q I I 18
deductions to central funds 2206 son
Total expences from protlt 048 Ol)8 I 2~ 125 o ~I 117
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Ratio of Individual Tanff Components for Electnclty Supply by

Local Electric Networks to Average Tariff for the 1st Group of Customers

Table 4-10

Tanff Components
Volyn- Vmnytsla Ternopll Chernrvtsl - zakarpattla Sevastopol -

oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo

Prtme Costs

matenal costs 085 107 065 021 255 066

labor costs 109 086 I 18 067 166 053

payment for social measures 106 090 I 15 073 166 051

depreciation 253 229 048 069

costs for repairs 256 175 018 090 061
costs of electriCity used for Internel
needs 094 216 no3 227

costs for uSing networks of other
transmission licenses IIDIVro' IIDlVrO' IIDlVIOI I/DIVto' IIDIVtOl IIDIVro'

other costs 105 106 057 033 232 068

Indirect costs 355 245

Total direct and Indirect costs 137 120 n 70 049 I (,I () 63

Expenses from profit

deduclions developmenl of production 124 017 I 17 342

deductions to Investment 447 153
deductions to current costs 040 200 023 II'! 2 III

deductions to social development 042 In 024 023 I 15 1115
deductions to incentives 082 157 o Ie. OCJO I 54 132
other purposes 032 107 440 020

deductions to creation of Investment fund I 'i1 417
deductions to reserve (lnsurence) fund IIDIVIO' IIDlVfOl IIDIV/o' IIDIVtO' IIOIV{()' IIlJIVlO1

dlvldens IIDIVIO' IID1VIOI IIDIV/o' flJ) IV/lJ , fIDIV{()' #DIV/O'
profit tax 098 139 n 2M lOX 110 I 16
deductions to central funds 467 I 33
110lal expences trom prollt 102 144 030 OIJO I 14 121
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Ratio of Individual Tanff Components for Electricity Supply by
Local Electric Networks to Average Tanff for the 2nd Group of Customers

Table 411

Tariff Components
Volyn- Vmnytsla - Ternopll- Chermvtsl Zakarpattla Sevastopol -

oblenergo oblenergo oblenergo oblenergo oblenergo mlskenergo

Prime Costs

matenal costs 085 107 065 021 255 066

labor costs 109 086 1 18 067 166 053

payment for SOCial measures 106 090 1 15 073 166 051

depreciation 253 229 048 069

costs for repairs 256 175 o18 090 061
costs of electricity used for mternel
needs 094 216 063 227

costs for uSing networks of other
transmission licenses IIDIV/O' IIDlVlO' IIDiV/O' IIDIv/a , t/[)IV/[) IIDIV/O'

other costs 105 106 a 57 rTn 232 068

Indirect costs J 55 245

Total direct and mdlrect costs 137 120 a 70 04') led 063

Expenses from profit

deductions development of production 124 017 117 342

deductions to Investment 447 I 53

deductions to current costs 040 200 Ill3 1 I~ 1 II

deductions to SOCial development 042 lIn IlN 023 1\5 185
deductions to Incentives OR2 157 IlIII OliO Iq 132
other purposes 032 107 440 I) 20

deductions to creation of Investment
fund 1M3 417
deductions to reserve (lnsurence) fund III)IVIO' (/l)(V/O' IIlllVlO' IIllIvm' 1101 V/[)' IImv/o'
dlvldens flDlVlO1 ilOlVIO' IIOIVIO' II[)I V/[)' IIOIVIO' III)IV/O'

profit tax 09M I 39 I) ,~ 10M 110 I 16
deducbons to central funds 4 (.7 I J1

Total expences from profit 102 144 010 O')O 114 121
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Tariff Structure for Electricity Transmission by Local Electric Networks,

1st Voltage Class
Prime Costs
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CHAPTER 4
INVESTOR PERSPECTIVE

4.4 RISK AND RISK MANAGEMENT

All mvestors desIre stabIlIty and a reasonable amount of certamty m any mvestment opportumty
In a stable enVIronment where the future IS reasonably predIctable, an mvestor can accurately
assess an asset's potentIal VIabIlIty, and therefore IS able to determIne the rIsks It faces The way
In whIch mvestors VIew and manage these nsks wIll largely dIctate theIr mvestment deCISIOns

441 PolItical RIsk

PolItIcal fIsk mcludes Issues such as the stabIlIty of the government, the prevalence of
corruptIOn, the amount of CIvIl, mIlItary, or labor unrest, and the chance that the state wIll once
agam exproprIate prIvatIzed firms Also, some polItIcal rIsks are partIcularly associated WIth
energy proJects, these mclude contract abrogatIOn, regulatory nsks, "creepmg" exproprIatIOn, and
the sanctIty of the dIspute resolutIOn mechanIsms Many mvestors surveyed SaId that the form of
government (democratIC, commumst, dIctatorshIp, etc) was not a major concern so long as that
government was stable and had a clearly defined succeSSIon process However, many ofthe
mvestors still purchased some form of polItIcal nsk msurance to hedge agamst polItIcal
uncertamtIes

ForeIgn Investors can mItIgate certam types of polItIcal nsk by purchasmg mvestment rIsk
Insurance from agenCIeS such as the Overseas Pnvate Investment CorporatIOn (OPle), the US
Government's mvestment Insurance agency, or from the MultIlateral Investment Guarantee
Agency (MIGA), the counterpart orgamzatIOn at the World Bank In addItIOn, some pnvate
Insurance firms also offer polItIcal and other mvestment nsk msurance These groups offer
Insurance agamst polItIcal nsks for certam methods ofprIVatIzatIOn It IS normally avaIlable only
for foreIgn dIrect Investment (e g , strategIC mvestors, Jomt ventures, debt-eqUity swaps) The
defimtion of Investment IS broad, and can mclude eqUIty, debt, management contracts, and
contmgent lIabIlItIes

IPOs are typIcally not msurable because POlItICal rIsk msurance benefits the owner and In an IPO
the owner IS frequently changmg Employee ownership and vouchers have no foreIgn ownershIp

-------------- Hagler Bailly Consultmg --------------
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INVESTOR PERSPECTIVE ~ 4-2

and do not qualIfy for polItIcal rIsk msurance, but they do offer some msurance on theIr own
agamst expropnatIOn when combmed WIth foreIgn dIrect mvestment

RIsk Insurance, lIke any type of Insurance, IS an addItIOnal cost that Investors must calculate
when determmmg whether an Investment meets theIr

442 Fmancial RIsk

FInanCIal nsk covers a broad spectrum of Issues, mcludmg potentIal payment guarantees, the
country's macroeconomIC stabIlIty, currency repatnatIOn, exchange rate rIsks, and market nsks

~ Payment guarantees The guarantee of payment rs a major financIal rIsk concern for any
mvestor These guarantees depend on the contract law of the country Investors who
commented on thIS pomt saId that they would reqUIre a legal structure that would allow
contract dIsputes to be settled through mternatIOnal arbItratIOn

MaCloeconomzc stabzlzty The country's macroeconomIC stabIlIty IS Important because
potentIal Investors need to determIne whether condItIOns In a country WIll allow them to
earn enough money to meet theIr mInImum rate of return (1 e , the rate of return below
whIch the mvestor wIll not mvest)

Profit repatnatzon Most mvestors expressed major concerns over the abIlIty to convert
local money to hard currency and then to repatnate profits from an asset Power sector
mvestments are mherently rISkIer In thIS respect than those In many other bUSIness sectors
for two reasons FIrst, whIle Investors typIcally receIve payments for electrICIty assets m
local currency, they must often Import fuel or effiCIent Western-deSIgned eqUIpment
USIng hard currency If a country lacks adequate foreIgn currency reserves and earnmgs,
thIS Issue IS problematIC Some mvestors mterested speCIfically In power generatIon Said
that a strong, stable domestIC fuel market could mItIgate thIS problem because It would
alleVIate the need to convert local currency In order to buy foreIgn coal, gas, or other
fuels

Currency repatrIatIOn can also be more dIfficult for power projects than for 011, gas or
other energy projects because It IS usually dIfficult to export power In order to earn hard
currency In some CEE countnes, mdependent power developers expressed some
optImIsm that they may be able to export power m order to mItIgate potentIal currency
convertIbIhty problems

Exchange rate nsks In addItIOn to the abIlIty to collect, convert, and repatnate earnmgs
from the proJect, all of the Investors mterviewed expressed concerns over potentIal
exchange rate fIsks (the fIsk that local currency earnmgs from an asset would depreCIate

-------------- Hagler Bal1ly Consultmg --------------
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INVESTOR PERSPECTIVE ~ 4-3

relatIve to the cost of Items that may be Imported, such as fuel) Those mterviewed were
more wIllIng to mvest If they belIeve that a local currency IS stable

Market nsks In many countnes power sector mvestors also face market nsks related to
where the authorIty for determmIng electncity tanffs lIes and the way that tarIffs are
establIshed In the power sector the key market Issue IS whether electnclty tanff
regulatIOn IS mfluenced by movements m POlItICS or m the marketplace There IS less
market nsk for mvestors In a system m WhICh electrICIty tanffs are set accordmg to
market realItIes by an mdependent regulatory agency than m a system m whIch tanffs are
set by a government mmistry accordmg to changIng polItIcal sentIments m the country
Investors WIll seek a system wIth tanffs levels that make power generatIOn and/or
dlstnbutIOn profitable and that WIll adjust to mamtam a faIr level of profitabIlIty for the
Investment over tIme Such a system gIves the mvestment an added degree of finanCial
certamty, a qualIty that all mvestors deSIre A government mmistry WIll often be less
lIkely to make necessary and tImely adjustments m electncity tarIff rates for fear of
Immediate polItIcal reperCUSSIOns than an mdependent regulatory agency whIch IS more
removed from daily polItIcal pressures Several mvestors who were consldenng
mvestments m the NIS CIted thIS as a concern

In addItIOn to the Issue of regulatory authonty, there IS also a market rIsk m '"spot
electncity markets," where pnces are set by market forces rather than through long-term
supply contracts between generators and customers Most mdependent power and many
other generatIon constructIOn and rehabIlItatIOn projects receIve project financmg based
on pre-arranged long-term electncity supply contracts between the generator and a
customer(s) However, m a spot market electncity pnces are determmed by demand and
generators are dIspatched based on a ment order system ThIS spot market system
Increases an Investment's uncertaInty smce a declIne In demand or Increased competItIOn
could reduce revenues to msufficlent levels to meet project financmg requIrements All of
the finanCIal lenders mterviewed for thIS study Said that they are stIll adJustmg to project
finance for spot electrICIty markets However, several finanCial tools are now bemg
developed to address thIs nsk The abIlIty to hedge (to operate m the electnclty pool but
to stIll make arrangements With certam customers for a pnce based on the future pool
pnce) IS one way to mItIgate some of the rIsks mherent In a spot market Such a system,
called '"contracts for dIfferences," has already developed m the UK electncity market A
few mvestors Said that they generally try to get a mIX of contracts and spot market sales,
preferably 70% contracts and 30% spot sales

EnVIronmental concerns These were lIsted by several mvestors as a major concern,
partIcularly m CEE and the NIS where many of the power sector entItles to be pnvatized
are several decades old and have hIgh levels of emISSIOns and assOCIated pollutants
Investors stressed the Importance ofa conSIstent governmental envIronmental polIcy A

-------------- Hagler BaIlly Consultmg --------------
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4 4 3 Techmcal Risk

Rate of ReturnCountrylReglOD

4 5 RISK AND RATE OF RETURN

power sector mvestment could qUIckly become unprofitable If the government
strengthened Its envIronmental pohcy after the mvestment was made

Every power sector project has associated technIcal nsks These nsks vary by power mdustry
sector as well as by mdividual power sector project Some technIcal nsks mclude constramts on
the transmISSIon system that may favor certam generators or dIstnbutIOn networks over others,
the abIlIty ofdIfferent plants wlthm the generatIOn system to be cycled for ment-based
dIspatched, the age and deSIgn of the enterpnse's capItal assets, and the emISSIOns levels of
generatmg plants For the strategIc mvestors mterviewed m the survey, technIcal nsks do not
provIde an Impossible hurdle, but they do affect the pnce that they are wIllmg to pay for the
asset

As m the case of pohtlcal nsk, OPIC, MIGA, and some pnvate msurance compames offer
msurance agamst certam financIal nsks such as exchange rate and repatnatIOn obstacles

In general, the pnnclpal mitigatmg factor for nsk IS the correspondmg rate of return on the
mvestment A nsky mvestment will have to have a correspondmgly high rate of return to attract
Investors away from other Investment OpportunItIes WhIle the global pool of capItal IS large, the
pool of potential Investment opportumties IS even larger ThIS IS espeCIally true m developmg
countrIes WIth tremendous capItal needs for mfrastructure and other projects, but relatIve small
domestIc capItal markets The global demand for capItal creates competItIon for aVailable capItal
among Investment OpportunItIes Every Investor must conSIder the OppOrtunIty cost of mvestmg
In one project relatIve to another, or to puttmg theIr capItal m secuntIes or other finanCial
Instruments For an mvestment opportumty to be attractIve, It must offer greater benefits to
Investors than other opportunItIes Therefore, If the mvestment IS relatIvely nskIer than other
Investments, It must compensate for thIS by prOVIdIng a hIgher rate of return

The speCIfic rate of return WIll vary by proJect, locatIOn, and a number of other Important factors
However, many of the mvestors surveyed for thIS study were able to mdicate the general rates of
return that they would reqUIre on power sector mvestments In dIfferent geographIc regIOns
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4.6 INTEREST IN CENTRAL AND EASTERN EUROPE AND NIS MARKETS

The second group that sees a mche market IS the mdependent power developers seekmg
opportunltIes m small, speCialIzed markets where they belIeve they have a better control of nsks

greater than 10%
greater than 10%
greater than 14%
greater than 16%
greater than 18%

25 to 50%

UnIted States
UnIted Kmgdom

ASia
South America

Central and Eastern Europe
New Independent States

Many contmental European electnc utIlItIes are stIll largely state owned Because these firms are
finanCIally backed by the state, they are often wIllmg to make nskler mvestments because they
can take a longer VIew on the mvestment mstead ofhavmg to be concerned about the short-term
return to shareholders As one of these mvestors SaId, they WIll accept a lower return m mvestmg
m certam regIOns to SUIt the geographIc mterests of theIr busmess or the polItIcal mterests of
theIr government Many major Western European governments have made mcreased polItIcal
and economIC mtegratlon WIth CEE and the NIS a top polItIcal pnonty and have made
mvestment deCISIOns accordmgly The countnes m CEE and the western countnes of the NIS
also have polItIcal and economIC aspIratIOns towards Western Europe One mvestor SaId that thIS
gIves the latter countnes some leverage over theIr eastern neIghbors If payments are not made

However, several sources cautIoned agamst takmg the rates of return gIven by mvestors at face
value In many regIOns mvestors are lookmg for mvestments WIth the returns shown above, but
are often settlIng for projects wIth slIghtly lower returns

WhIle many strategIc and other mvestors are not currently mterested m mvestments m CEE and,
m partIcular, the NIS, two groups among the mvestors mtervlewed see the opportunItIes m the
regIOn as fittmg theIr lllvestment profile The first group of strategIC mvestors VIewed theIr
market mche as mvestments m eXIstmg utIlItIes m need ofconSIderable rehabIlItatIOn and
managenal restructurmg They see excellent potentIal returns on these assets after an mtensive
penod ofeqUIpment rehabIlItatiOn and managenal reform Among these mvestors are the
eqUIpment supplIers and servIce compames, as well as the natiOnalIzed utIlItIes that want to
support theIr natIOnal mdustnes

For power sector mvestment opportumtIes m CEE and the NIS, the rate of return expected by
U Sand U K mvestors was hIgher than that expected by contmental European mvestors There
are several reasons that the latter mvestors CIte for thIS dIfference
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than If they had to work wIth the whole system They may work withm a smgle mdustry under a
barter agreement wIth a multmatlOnal company WIthm the mdustry

*****-x*

-------------- Hagler BaIlly Consultmg --------------
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Moody's Country Risk Ratings

SovereIgn CeIlings for Forelgn-Currency Ratings

Current as ofJul 24 1998 06 01 EST
Bonds and Notes Bank DepOSits

Rank Country Long-Term Short-Term[1] Long-Term Short-Term[1I
1 A1demy Aaa P1 Aaa P-1

1 Austna Aaa P1 Aaa P-1

1 Bahamas Aaa P·1 Aaa P·1

1 Belgium Aaa P·1 Aaa P1

1 Cayman Islands Aaa P·1 Aaa P-1

1 Finland Aaa P-1 Aaa P1

1 France Aaa P-1 Aaa P-1

1 Germany Aaa P-1 Aaa P 1

1 Gibraltar Aaa P-1 Aaa P 1

1 Guemsey Aaa P-1 Aaa P1

1 Ireland Aaa P·1 Aaa P1

1 Isle of Man Aaa P-1 Aaa P1

1 Italy Aaa P 1 Aaa P1

1 Jersey Aaa P1 Aaa P1

1 Liechtenstein Aaa P1 Aaa P1

1 Luxembourg Aaa P1 Aaa P1

1 Monaco Aaa Pl Aaa P1

1 Netherlands Aaa P-1 Aaa P1

1 Norway Aaa P-l Aaa P 1

1 Portugal Aaa P·l Aaa Pl

1 Sark Aaa P·l Aaa P1

1 Spain Aaa P1 Aaa P 1

1 SWitzerland Aaa P1 Aaa P 1

1 United Kingdom Aaa P 1 Aaa P 1

1 United States Aaa P 1 Aaa Pl

1 Japan Aaa P1 Aaa· Pl

27 Bermuda Aa1 P1 Aa1 P1

27 Denmark Aa1 Pl Aa1 Pl

27 Singapore Aa1 P·1 Aa1 P1

27 New Zealand Aa1 P·1 Aa1 Pl

31 Andorra Aa2 P-l Aa2 P 1

31 Australia Aa2 P-1 Aa2 P 1

31 Canada Aa2 P 1 Aa2 Pl

31 Banking Center Aa2 P 1 Aa2 P 1

31 Sweden Aa2 P 1 Aa2 P 1

36 Cayman Islands Aa3 P 1 Aa3

36 Iceland Aa3 P 1 Aa3 P 1

36 San Manno Aa3 Pl Aa3 P 1

36 Taiwan Aa3 P 1 Aa3 P 1

40 Cyprus A2 P·l A2 P-l

40 United Arab Emirates A2 P·2 A2 P2

42 Bahamas A3 P2 A3 P2

42 Bahrain A3 P-2 A3 P2

42 China A3 P2 Baa2 P3

42 Hong Kong A3 P2 A3 P2
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Moody's Country Risk Ratings

Bonds and Notes Bank Deposits

Rank Country Long-Term Short-Term[1] Long-Term Short-Term[1]

42 Israel A3 P2 A3 P-2

42 Malta A3 P-2 A3 P-2

42 Slovenia A3 P-2 A3 P-Z

49 Chile Baa1 P-2 Baa1 P-2

49 Czech Republic Baa1 P2 Baa1 P-2

49 Estonia Baa1 P-2 Baa1 P2

49 Greece Baa1 P-2 Baa1 P2

49 Kuwait Baa1 P-Z Baa1 P2

49 Macau Baa1 P-2 Baa1 P2

49 Panama Baa1 P-2 Baa2 P2

56 Hungary Baa2 P-2 Baa2 P2

56 latvia Baa2 P3 Baa3 P3

56 Malaysia Baa2 P3 Baa3 P3

56 MauntJus Baa2 P2 Baa2 P2

56 Oman Baa2 P2 Baa2 P-2

56 Qatar Baa2 P2 Baa2 P-2

62 Colombia Baa3 Ba1 NP

62 Croatia Baa3 P3 Ba1 NP

62 EI Salvador Baa3 P3 Baa3 P3

62 Poland Baa3 Ba1 NP

62 Saudi Arabia Baa3 P-3 Baa3 P3

62 TunisIa BaaJ - Ba1 NP

62 Uruguay BaaJ PJ Baa3 P3

62 South Africa Baa3 • Ba1" NP

70 Bahrain Ba1 NP Ba2 NP

70 Barbados Ba1 NP Ba2 NP

70 Costa Rica Ba1 NP Ba2 NP

70 Egypt Bal NP Ba2 NP

70 Korea Bal NP Caa1 NP

70 Lithuania Ba1 NP Ba2 NP
70 Morocco Ba1 NP Ba2 NP

70 Philippines Ba1 NP Ba2 NP

70 Slovakia Ba1 NP Ba2 NP

70 Thailand Ba1 NP B1 NP

70 Trinidad & Tobago Ba1 NP Ba2 NP

81 Guatemala Ba2 NP Ba3 NP

81 India Ba2 NP Ba3 NP

81 MexIco Ba2 NP B1 NP

81 Argentina BaJ NP 81 NP

81 Jamaica BaJ NP B1 NP

81 Jordan BaJ NP B1 NP
81 Kazakhstan Ba3 NP B1 NP
81 Peru Ba3 NP B1 NP
81 Romania Ba3 NP B1 NP
90 BoliVia B1 NP B2 NP
90 Brazil B1 NP B2 NP
90 Dominican Republic B1 NP B2 NP

-2
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Moody's Country Risk Ratings

Bonds and Notes Bank Deposits
Rank Country Long-Term Short-Term[1] Long-Term Short-Term[1]

90 lebanon 81 NP 82 NP
90 Russia 81 NP 82 NP

90 Turkey 81 NP 82 NP

90 Venezuela 81 NP 82 NP
90 Vietnam 81 NP 83 NP
90 Ecuador 81- NP 82- NP
99 Bulgana 82 NP B3 NP

99 Moldova 82 NP 83 NP

99 Nicaragua 82 NP 83 NP

99 Paraguay 82 NP 83 NP
99 Turkmenistan 82 NP 83 NP
99 Ukraine 82 NP 83 NP

105 Indonesia 83 NP ca NP
105 Pakistan 83 NP caa3 NP
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DRAFT September 10, 1998

APPROVED
by the Order

of the NatIonal ElectrIcIty
Regulatory Comnussion

ofUkrame
of No---

Methodology for Calculation of Retail Price for Electricity
Consumed, Tariff for Electricity Transmission by Local
Networks and Tariff for Electricity Supply at Regulated

Tariff

1 IntroductIon
2 Calculation of the retail price for electnclty consumed
3 CalculatIon of the average electnclty purchase pnce
4 Calculation of factors of normative technologIcal electnclty loss
5 The procedures for calculation, JustificatIon and approval of electnclty transmiSSion

and supply tariffs
6 Calculation of the local network transmISSIon tan ffs
7 Special cases
8 CalculatIOn oftanffs for electnclty supply
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1 Introductum

The methodology IS developed accordIng to the Law ofUkraIne "On ElectrICIty Sector", for the
purpose of transItIon to calculatIon of retall tanffs for four voltage classes, as proVIded In the
CondItIons and Rules for Entrepreneunal ActIVIty ofElectncItyTransrmssion by Local Networks
and CondItIons and Rules for Entrepreneunal ActIVIty ofElectncIty Supply at Regulated Tanff

The Methodology sets procedures for calculatIon

• of retaIl tanffs for all categones ofsupphers, and ofelectnclty supply tanffs, by a
lIcensee on eleCtrICIty supply at regulated tanff,

• ofeleCtrICIty transmIssIon tanffs, by a lIcensee on electnclty transmISSIon by local
networks

NotatIOns

Below the mdlces I and J deSIgnate the followmg

I IS a group ofconsumers,
• J IS a voltage class

The proposed methodology IS developed for 4 voltage classes

1 voltage class - 154-110 kV,
2 voltage class - 35-27 5 kV.
3 voltage class - 10-6 kV,
4 voltage class - 0 4 kV

Consumers are dIfferentIated by voltage class dependmg on the voltage of buses from which
they are supplied, and accordmg to 'Procedures for DetermInmg ofCustomer Classes
Accordmg to Voltage Level', approved by NERC's Order No 1052 of8/13/98

Notations Units Definataons

CT Hm Total costs of a regulated tanff supplier attnbuted to Its
actiVities related to electncity generatIon, local network
transmiSSion and supply

CG Hm Licensee's costs for electncity generation

CL Hm Licensee's costs for electncIty transmiSSion

Cs Hm LIcensee's costs for electncity supply at regulated tanff
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3

CLJ Hm LIcensee's costs for electncIty transnusslOn at the
voltage class ())

CIN Hm LIcensee's costs for electncIty used for mtemal purposes

EW MWh Amount ofelectncIty purchased by a regulated tanff
supply lIcensee at the Wholesale ElectncIty Market

EN MWh Amount ofelectnclty purchased by a regulated tanff
J

supply hcensee from a generator that does not sell
electrICIty at the Wholesale ElectrICity Market and that
came to the local transmiSSIon network at the voltage
level (j)

EJ MWh Amount of electncIty which IS transmItted at the voltage
class (j)

E~l MWh Amount ofelectnclty sales at the voltage class (J) (both
consumed and transmitted to networks of other
transmiSSion lIcensees)

Eel MWh Amount of useful electnclty consumed by consumers
connected to the voltage class (j)

Ell MWh Amount of electriCity transmitted bcyond th\.. bordl..rs of
the licensed activity of the licensee to nctworks which
belong to another transmission IIcenscc

Ell MWh Amount of electnclty which IS trJ.nsforrm..d from thc
higher voltage level to the lower voltJ.ge level

EllJ MWh Amount ofelectnclty coming from generating sources
directly to the J-th voltage class

EfJ MWh Amount ofelectnclty receIved from networks of other
licensees

E, MWh Amount ofelectrlclty consumed by thl. (I)-th group of
consumers

E1N MWh Amount of eleetnclty consumed by a transmISSion
licensee for Internal needs

LFJ
relative umts Normative factor of technological electriCity loss for

transmission at every voltage class (j) <lnd at
transfonnatlon from the voltage class (j-l) to the voltage
class (j), that IS agreed wtth the relevant Regional
DIspatch Center and approved by NERC

R Hrn ReconCIlIation component
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T l HmIMWh Tanff for electnclty transnusslon by local electnclty
J

networks set to cover the costs of the transmission
hcensee for transnuSSlon to consumers of the relevant
voltage class CJ), approved by NERC

T\ HmIMWh Tanffs for electnclty transmIssIon calculated by the
relevant transnussIOn lIcensees

TS HmIMWh Tanff for electrIcIty supply at regulated tanffset to coverI

the cost of electnclty supply to consumers of the group
(I), approved by NERC

P'tJ HrnlMWh Retail electnclty pnce for consumers at the voltage class
()) and wlthm the consumer group (1)

pw HrnlMWh Wholesale market pnce for the accountmg penod

pA HrnlMWh Average purchase pnce ofelectnclty

pN HrnlMWh Pnce at which a licensee has purchased electnctty from a
generator that does not sell electnclly to the Wholesale
Market
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2 CalculatIon ofthe retail pncefor electrICity consumed

The retaIl pnce for electnclty IS calculated accordIng to the folloWing fonnula

(23)

(25)

(24)

(2 I)

(2 2)

pr = pA. ±R +TL +Ts
IJ _ (1-L~ ) * *(1-L~) J I'

P rl IS the retail pnce for consumers of the group I and the voltage c1J.Ss J, Hrn/MWh

pn IS the hourly wholesale market pnce for consumers With hourly metenng and payment
for electncIty, In thIs case the reconcllIatlon does not apply, or It IS the average weighted
pnce for the relevant accountmg penod, HrnIMWh,

where transmISSIon and supply tanffs are the lIcense tanffs that are the same for all customers
of the same group and the same voltage class,

P' = P_A_+_R +rL +T'i
13 (1-L~ )(1- LF

2
)(1 - LF;) 3 I'

The retail pnce for consumers of the 1 voltage class

The retail pnce for consumers of the 2 voltage class

The retail pnce for consumers of the 3 voltage class

The retaIl pnce for consumers of the 4 voltage class

P
r pA±R ]',/ r S

11= +I+j,
1- LF[

, ,
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3 Calcuilltlon ofthe Ilverllge purchllse pnce ofelectnclty

Average purchase pnce ofelectnclty presents an average weighted pnce that takes mto account
the following pnccs

1) pnces at wmch a regulated tanff supplIer purchased electnclty at the Wholesale
Electnclty Market dunng the relevant accountmg penod,

2) pnces at wmch a regulated tanff suppher purchased electncity from generators that do
not sell electnclty to the Wholesale ElectrICity Market,

and the reconclhatlon component Electnclty amounts entenng mto the fonnula for calculatlOn
of the average purchase pnce are adjusted In the case If electnclty comes to the networks of the
local transmISSIon lIcensee at lower voltage levels

(3 1)

ReconCIliatIon component R IS used for takmg tnto account the dl ffcrcnce bctween actual
and forecast data on the wholesale market pnce, pnces at which electricity IS purchascd from
generators that do not sell electrICity to the Wholesale Market, amounts of clectrIclty
purchased and load profiles

Procedures and schedules for calculatIOn of the average electnclty prlCC are set out In the
'Methodology of Formation and [ntroductlon of Electnclty Retail Tanff. approvcd by NERC
on 7/17/1997
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CalculatIon ofthe average electricIty pncefor a mlcronet that receIves electrIcItyfrom two
sources at different voltage classes

CalculatIon of the average purchase pnce (WIthout the reconCIlIatIon component) for a mIcronet
that receives electncity from several LEes or mIcronets at 3 and 4 voltage levels

Here

PnOA IS the average wholesale purchase pnce of the n-th oblencrgo (at whIch the
oblenergo buys electnclty from the market or other sources),

pI IS the average purchase pnce for the mlcronet that entcrs lOto the fonnula (2 I)
for calculation of the rctall price,

ERJ IS the amount ofelectnclty WhICh IS receIved by the mlcronet at thc voltage
level),

LP'J IS the loss factor of the oblenergo for the voltage level]



are amounts of electnclty transmitted at networks
of the relevant voltage levels, MWh,

are normative technological electnclty losses at
the relevant voltage levels, MWh,

are amounts of electncIty transformed by voltage
level, MWh

(41)

are normatIve technologIcal losses at the 1 voltage class, MWh,

8

IS the amount of electncIty that IS transmitted at the I voltage
class, MWh,

are normatIve technologIcal losses at the 2 voltage class, MWh,

are normative technological losses at the 4 voltage class, MWh,

15 the amount of electnclty that 15 transmitted at the 2 voltage
class, MWh,

IS the amount of electnclty that IS transmitted at the 4 voltage
class, MWh

arc normative technological losses at the 3 voltage diSS, MWh,

IS the amount of electncIty that IS trJ.nsmltted at the 3 voltage
class, MWh,

IS the sum of monthly values of normative technological
electnclty losses for determmatlOn of a quarter factor of
normatIve technological electriCity loss

4 CalculatIon offactors ofnormatIve technologIcal electricIty loss

Factors of technologIcal electnclty loss LFJ for the relevantJ-th voltage class are calculated
by a hcensee on transmIssIon by local electnclty network as the sum of nonnatIve
technolOgIcal electncIty losses dIVIded by the sum of electncIty transmItted at each voltage
class for the relevant quarter accordmg to the formula

where

I
I
I
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I
I
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9

NormatIve factors oftechnologIcal electrIcIty losses for each voltage class are calculated takIng
IOta account technIcal charactenstics of networks of all local tranSmISSIOn lIcensees whose
networks are used for electncity transIDIsSIon who also carnes out the lIcensed actiVIty of
electncity supply at regulated tanff

ElectrIcIty consumed for lOternal purposes of substatIOns should be taken Into account In
calculatIon ofnonnatIve factors of technolOgical electriCIty loss for transmISSIon

The lIcensee at NERC's request shall submIt a JustIficatIOn for Increase of actual electrICity
losses above level of normatIve technolOgical electrIcIty losses
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(5 1)

(5 3)

(52)

5 The procedures for calculatIon, JustIfication and approval ofelectrIcIty
transmISSIon and supply tarzffs

costs for electrICity generation

CalculatIOn, JustIficatIon and approval of lIcense tanffs for electncity transmISSIon by local
networks and for electrIcIty supply at regulated tanff IS performed accordIng to the followmg
procedure

For the purpose of calculatiOn of electncity transmISSion and supply tanffs total costs of the
hcensec relatcd to generatiOn, transmission and supply of electnclty sh.lll be dlVldLd mto three
components

• dunng the followmg 15 days the lIcensee or the applIcant shal1 JustIfy calculatIOns at
NERC takmg mto account changes, amendments and comments, suggested by the local
office, and gets NERC's approval for the tanff

• a lIcensee or an applIcant that carnes out acUVlty of electncIty transmISSIon and/or
electncity supply at regulated tanff, shall calculate tanffs and submit calculatIons
(together WIth the necessary explanaUons and accounUng documents) to the relevant local
office ofNERC and to NERC 30 calendar days before makmg them effectIve,

• withm 15 days the licensee or the applIcant shall Justify every cost component at the local
office ofNERC,

• costs for electncity transmiSSion,

(the totdl of costs attnbutcd to the three Itcensed actIVItIes IS equal to the sum of the costs
allocated separately to generation, transmiSSion and supply at regulated tdrtff),

(the total ofcosts attnbuted to electncity transmiSSion by local networks IS equal to the sum of
the costs allocated separately to each of the four voltage classes,

Total costs are allocated among types of the hcensed actIvIty, and tilL follOWIng conditIons dre
to be satIsfied

• costs for electnclty supply at regulated tanff,

I
I
I
I
I
I
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(the total ofcosts attnbuted to eleCtrICIty supply at regulated tanff IS equal to the sum ofthe costs
allocated separately to each of these consumer groups

WIthIn each cost category there are costs that can be allocated drrectly among types of the
lIcensed actIVIty, voltage classes or consumer groups (dIrect costs) The costs that cannot be
allocated dIrectly (mduect costs) are allocated m the followmg way

• Indirect costs are allocated among three types of the lIcensed actIvIty In proportIon to the
duect costs,

• Induect costs are allocated between voltage classes In proportIon to the dIrect costs,

• mduect costs are allocated between consumer groups m proportion to the number of
consumers

The hcensee (applIcant) can adopt another reasonable allocatIon of costs among lIcensed
aCtiVities, voltage classes and consumer groups, and prOVide to NERC a substantIated
explanatIon of such cost allocatIon accompanIed by the relevant documents

The data should be submItted for a base and for a projected perIod The duratIon of the base
penod should be equal to that of the projected penod calculation oftanffs should be perfonned
usmg the data for the projected perIod The data of the base perIod With the rell.vant II1n.llIon
adjustment for the moment oftanffcalculatIon, are to be used for comp.lrIson and control With
JustificatIon of the changes In the projected data

SubstantIatIon of the financmg ofcapital mvestment, mcluded Into tJ.rt frs reqUIres presentation
of the followmg Information

• development plans for electncIty networks,

• annual plans for capItal constructIon WIth mformatIon on the sources of financmg,

• reports on completIOn of network development plans and on usc of funds J.llocated for
capItal mvestment dunng precedmg penods

Cost of electnclty used for mternal needs IS calculated at effective or prOjected retml tanffs and
mcluded mto the total cost ofactlVlty related to electncIty generation transmiSSIon and supply,
WIth allocation OfthIS cost among these types of the lIcensed activity

Cost ofUSing networks ofother hcensees IS Included mto the total cost of electnclty transmISSIOn
by local network and calculated accordmg to the formula

(5 4)
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(63)

(62)

(6 1)

T/:_ , CL.J
-~-+--

1- LF
J

E
J

Ifa part ofelectnclty IS generated at a lower voltage level or dehvered dIrectly to a lower voltage
level from the network ofanother transmiSSion hcensee then the electriCity transmiSSion tan rr
IS calculated as follows

Here] =2,3,4

ElectncIty transmISSion tanffs for consumers ofthe 2-4 voltage class are calculated accordmg
to the formulae

6 Calculatzon oflocal network transmzsslon tariffs

ElectrICIty transnuSSIon tanff for consumers ofthe 1 voltage class IS calculated according to the
formula

Here EJ 2IJ IS the amount ofelectnclty that IS transformed to the voltage class (j) directly from
the voltage class (J-2)

When a part of electnclty that IS transmItted at the voltage level] IS transformed to thiS level
directly from the voltage level J-2, the cost ofelectnclty transmiSSion at the voltage class (j­
1) IS not transferred to thiS amount, and the formula (6 3) will look as follows
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7 SpecuU cases
71 Calculatum ofretcul tariffsfor m,cronets

Tlus paragraph shows the example of calculatIon of the transmISSIon tanffs for a IDlcronet
that receIves all electnclty from an oblenergo network and IS not connected dIrectly to the
mam and mter-state network, has no own generatIon and receIves a part of Its electnclty at the
3 voltage level, and a part at the 4 voltage level All Its customers are connected at the 4
voltage level

The total cost of transmIssIon, mcludmg payments to the oblenergo for Its transmiSSIon costs,
WIll be

e ~4 =ell) + C T3 + C 114 + C14'

where

ell/ =r:,x ER J

IS the amount to be paid to the LEC for transmISSion of electnclty which IS recclved by the
mlcronet at the voltage level},

ERJ IS the amount of electnclty which IS received by the mlcronct at the voltage levell,

T/ IS the LEC's transmission tanff

CTj IS the own cost of the mlcronet for electnclty transmiSSion at the voltage level,

Amount ofelectnclty consumed by customers of the micronet (all electnclty IS consumed at
the 4 voltage level) IS equal to

where

L~ IS the loss factor of the mlcronet at the voltage level}



Then the local tranSmISSIOn tanff for the thrrd voltage class IS calculated as follows
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T - 1':, + Cn
3/ -1 -LFJ ECJ'

the local transmISSIon tanff for the 4-th voltage class equals to

T -[ r;, + C"J)X ER +
011 (1 -LF)x(1 -LF;) EG ERx(1 -LF;)+ER

(7 1)

(72)
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LFT IS the factor ofnormahve technologIcal electnclty loss at the transformer

7'/] IS the transmISSion tanff for the voltage class (2), J1<.12

[11

(73)~l + Ctrans/onnerTTll -
I-LFT ECT

IS the amount of electrclty consumed by the customer

IS the cost Incurred by the LEC With respect to the transformer dunng the relevant
accountmg penod, or the part of the cost, attnbuted to the customer under
consIderatIon,

72 SpeczaJ transmISSion tariffand calculation ofthe retadpTlcefor consumers
connected dlTectly to a transformer from a higher voltage class (transformer
belongmg to LEe)

'Procedures for Determmmg of Customer Classes Accordmg to Voltage Level', approved by
NERC's OrderNo 1052 of8/13/98, proVIde that all customers are grouped mto classes accordmg
to the voltage level at the gnd dIstnbutIon pomts of electrICIty supplymg systems

If large customers are connected dIrectly to a transformer from a higher voltage class
(transformer belongmg to LEC) would belong to the lower voltage class If the current provlSlons
are applIed to them For these cases we recommend that such customers are mcluded mto the
higher voltage class wIth the relevant adjustments to theIr transmiSSIon tanff and retaIl pnce

~/ IS a specIal transmiSSIon tanff for a consumer, connected to .1 higher voltage class
dIrectly through a transformer that belongs to LEC

'P-J / IS the transmISSIon tanff for the voltage class U1)'

Here

For calculation of the LEC transmiSSIon tanff 'P-
J

/ the amount of electnclty that IS consumed by
the customer under consideration goes mto calculation as electnclty consumed at the voltage
level U) With adjustment for the loss at the transformer

ECT

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I



where the average purchase pnce and LEC loss factors are the same as used m the formula (2 1)
for all consumers
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ECT= ECT
1 I-LFT

The retaIl pnce m thIs case IS calculated as follows

(74)
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8 Calculatlon oftanffs for electricity supply

Atanff for electrIcIty supply IS calculated for consumers of the relevant group (1) accordmg to
the formula

(8 1)

Electncity supply tanfIs for large mdustnal consumers can be set lower than calculated accordmg
to the formula (8 I) WIth the aIm ofensunng competiuveness ofa LEe compared to electncity
supphers at non-regulated tanff Such dIscounts may be taken mto account m the allocation of
supply costs among all groups of consumers
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