DATA ON THE MARKET ENVIRONMENT
1. The general data on the enterprise.
“Interregional Distribution Grid Company of South”, JSC (IDGC of South, JSC) was registered as a legal entity and carries out economic activities since 28 June 2007. The Company was formed within the limits of realization of the next, investment stage of reforming of JSC UES of Russia, during which enlargement of the interregional distributive network companies took place. IDGC of South included the following distributive network companies in its structure (hereinafter called DGC): JSC Kubanenergo, JSC Rostovenergo, JSC Volgogradenergo, JSC Astrakhanenergo, JSC Kalmenergo. The main kind of activity of the company is the electric power transmission.
IDGC of South, JSC unites distributive network complexes of 6 entities of the Russian Federation: Republic of Kalmykia, Krasnodar territory and Republic of Adygea, Astrakhan, Volgograd and Rostov areas. The company serves territory of the total area of around 422, 900 thousand square kilometers with the population of 13.49 million people (about 10 % of all population of Russia). The length of the air and cable transmission lines served by IDGC of South is 254, 487 km. The capital equipment includes 838 substations of 110 kv voltage, 1, 094 substations of 35 kv and 52, 707 transformer substations of 10/0.4 kv voltage. Number of the personnel is 18, 475 people.
Since 31 March 2008, JSC IDGC of South started to work as an operational company directly engaged in the industrial activity. JSC Rostovenergo, JSC Volgogradenergo, JSC Astrakhanenergo, JSC Kalmenergo became branches of IDGC of South, JSC. The given structure of management will allow shareholders to receive increase in capitalization, and to consumers - additional capacities for economic development and social arrangement, and also increase of electric power supply reliability.
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In 2008 the territory of all entities of the Russian Federation implements the uniform (common stock) method of tariff formation of services for transfer of the electric power. The feature of boiler is that absolutely all consumers (of power sale companies and guaranteeing suppliers) of one voltage class implement the uniform tariff for the electric power transmission irrespective of the fact whether  they are attached to networks of any organization or not. With a view of realization of the system of common stock base, the models of mutual relations between the network organizations of all levels and consumers of the electric power are used (the marketing companies, guaranteeing suppliers): common stock from above, common stock from below, common stock sideways.
Model of common stock in DGC approved by regulatory bodies for 2008 included in the zone of activity of IDGC of South 
	No.
	DGC
	“common stock” model
	“common stock” description 

	1
	Astrakhanenergo
	common stock from above
	The holder of the common stock is JSC Astrakhanenergo. JSC Astrakhanenergo collects all network NGP (necessary gross profit) from all region EGC (electric grid companies) and pays for transit in TGC (territorial grid companies) networks.

	2
	Volgogradenergo
	mixed type common stock
	Two boilers. There are 2 holders of the common stock in the region: JSC Volgogradenergosbyt and JSC Volgogradenergo. JSC Volgogradenergo receives network proceeds from consumers under direct contracts under common stock tariffs and settles accounts with JSC Volgogradenergosbyt under individual tariffs. Volgogradenergo settles accounts with TGC, through the networks of which transmission of the electric power to consumers by independent EGC. JSC Volgogradenergosbyt collects other common stock proceeds and settles accounts with other TGC and JSC Volgogradenergo under the individual tariffs.

	3
	Kalmenergo
	common stock from below
	JSC Kalmenergo forms the proceeds under the common stock tariffs for useful supply of consumers of JSC Kalmenergosbyt connected to networks of JSC Kalmenergo and under the individual tariffs for supply from the network of JSC Kalmenergo to the networks of TGC

	4
	Kubanenergo
	common stock from above
	There are 2 large network companies in the region: JSC Kubanenergo and JSC NEGC-electric grid. JSC Kubanenergo is a  common stock holder  - it collects all common stock proceeds for transmission. JSC Kubanenergo settles accounts with all TGC in the region, including with JSC NEGC-electric grid. Exception is Armavirenergoinvest. JSC NEGC settles accounts with Armavirenergoinvest.

	5
	Rostovenerego 
	common stock from above
	Two boilers. There are 2 large network companies - holders of the common stock in the region: JSC Rostovenergo and JSC Donenergo. JSC Rostovenergo collects the part of the network common stock from all EGC and from JSC Donenergo and gives a part of network proceeds to its subordinate GO under individual tariffs. JSC Donenergo collects the part of the network common stock from Donenergosbyt Ltd., JSC Energosbyt of Rostovenergo under the c common stock tariffs and gives a part of proceeds to JSC Rostovenergo and subordinate TGC under individual tariffs.


The territory of 6 entities of the Russian Federation where IDGC of South, JSC operates, includes 118 territorial grid organizations (TGC) which perform works in parallel that is in the Astrakhan region - 15 TGC, in the Volgograd region - 10 TGC, in the Republic of Kalmykia - 10 TGC, in the Krasnodar Territory - 55 TGC, in the Rostov region - 28 TGC . 

Competitive environment of the Company and major risk factors in the Company activity.
IDGC of South, JSC is the enterprise of the natural exclusive kind of activity and the largest entity of electric power industry rendering services on electric energy transmission to the consumers located on the territory of the South of Russia.

The major factors causing competitive market position of DGC are:

- Configuration of the market in the region defining the plan of contractual relations, and calculations between participants; it is defined by the state regulatory body - Regional Tariffs Service;

- The price (tariff) for rendering services on transmission of the electric power and purchase of the electric power for indemnification of losses of the electric power in marketing companies; it is defined by the state regulatory body - Regional Tariffs Service;

- Distribution of cross subsidizing in the tariff; it is defined by the state regulatory body - Regional Tariff Service;

- The degree of liberalization of the market of the electric power defining what part of the electric power (including losses) is bought at free and controlled prices.

In order to decrease negative effect of factors and conditions influencing DGC activity RSK, the following measures are taken:
Development and realization of the program of management by costs of the Company.

Optimization of operation costs structure.

Transition, since 2008, to the common stock method of calculation of tariffs for services on electric energy transmission.

Development and realization of the investment program for the intermediate-term prospect of development.

Realization of intermediate-term leasing programs.

Development and realization of intermediate-term programs of decrease in technological losses in the Company networks.

Introduction of new methods of management on the basis of development of IT-technologies.

Initiation of the process of formation of the tariff decisions on the basis of the parity of the amount of federal and regional factors.

DGC market share of services on transmission
Size of the DGC market RSK subordinated to IDGC of South concerning all productive supply of the electric power in the region equals 46, 359.7 million kWh, or 69.18 %; proceeds equal 26, 298.2 mn kWh, including in the regions:

        JSC Astrakhanenergo - 3, 241.1 mn kWh, or 66.05 %,

Proceeds - 1, 197.1 mn rub.;

JSC Volgogradenergo - 15, 184.6 mn kWh, or 77.89 %

Proceeds 6, 388.7 mn rub.;

JSC Kalmenergo - 314.5 mn kWh, or 81.96 %;

Proceeds 308.0. mn rub.;

JSC Kubanenergo - 14, 888.3 mn kWh, or 46.32 %

Proceeds 12, 022.4 mn rub.;

JSC Rostovenerego - 12, 732.0 mn kWh or 78.21 %

As of the accounting data for 2007, IDGC of South has 32 consumers of services on the electric power transmission. They include: Astrakhanenergo-2, Volgogradenergo-14, Kalmenergo - 1, Kubanenergo - 16, Rostovenerego 15.
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