The review of the macroeconomic factors, influencing on economy of branch:
Sphere of primary activity of JSC « IDGC of the South » is the electric power industry which for the last few years is in a stage of stage-by-stage reforming, which ultimate goal is liberalizations of the Russian electropower market. 
The primary goals on reforming of the electric power industry, put before Holding of RAO " UES of Russia " are:  
 
 decision of a problem of non-payments in electric power industry; 
 
maintenance of a full organizational and financial transparency of activity of the enterprises of electric power industry; 
 
creation of conditions for an establishment of tariffs on electric and thermal energy, providing full indemnification of proved expenses, gradual finishing of the prices and tariffs up to a level of self-financing, reduction of cross subsidizing; 
 
development of a uniform federal network infrastructure; 
 
participation in formation of a technological infrastructure of the market of the electric power; 
 
maintenance of conditions for not discrimination access of independent manufacturers to the market of the electric power. 
The majority of tasks are carried out, many phase actions on reforming by present time are successfully realized. In March, 2003 basic laws about reforming electric power industry came into force in particular: 
 
« About electric power industry »; 
 
« About features of functioning of electric power industry in a transition period and about modification in some acts of the Russian Federation and some acts of the Russian Federation were found invalid in connection with acceptance of the Federal law « About electric power industry »; 
 
« About modification and additions in the Federal law « About state regulation of tariffs on electric and thermal energy in the Russian Federation »; 
 
« About modification and additions in the Federal law « About natural monopolies »; 
 
« About modification and additions in the second part of the Civil code of the Russian Federation » 
In view of the subsequent changes in normative-legal base of the purpose and a tasks of reforming were concretized in "Concepts of Strategy of JSC RAO" UES of Russia " on 2005-2008 "5+5".
Now basically the market infrastructure of wholesale trade by the electric power and since November 1, 2003 in connection with an output of the Governmental order of the Russian Federation as of October 24, 2003 № 643 by which « Rules of the wholesale market of electric energy (capacity) of a transition period » were approved, conditions of functioning of the wholesale market of electric energy (capacity) considerably changed. The decision had been certain a price zone of the wholesale market of electric energy (capacity) (« the European price zone ») in which the right of purchase/sale of the electric power on free prices (at preservation of an opportunity of purchase on controlled prices) is given to subjects of electric power industry. In November, 2003 the Noncommercial Partnership « the Manager of trading system » lead the Russia first in history tenders by the electric power in sector of competitive trade. 
Since September 1, 2006 the new rules of work wholesale and the retail markets of the electric power come into force. In the wholesale market of the electric power (capacity) as a result of introduction of new rules of work transition to adjustable contracts between buyers and the generating companies was carried out, the sector of free trade (SFT) was liquidated, sport market began to work - « the market for day forward » (MDF). By 2011, according to the decision, accepted by the Government of the Russian Federation on November 30, 2006, gradual replacement of adjustable contracts on free (noncontrollable) contracts was provided. Rules of functioning of the retail markets assume gradual liberalization of the retail markets of the electric power in parallel with liberalization of the wholesale market, at preservation on a transition period of maintenance of the population the electric power under adjustable tariffs.
The governmental order of the Russian Federation dtd April 7, 2007 № 205 <http://www.rao-ees.ru/ru/reforming/laws/show.cgi?content.htm/l205> « About modification in some certificates of the Government of the Russian Federation concerning definition of volumes of electric energy sale under the free (noncontrollable) prices ». Gradual decrease since January 1, 2007 of a share of deliveries of electric energy on controlled prices (tariffs) in the wholesale market is established. Since January 1, 2011 electric energy in full will be is delivered under the free (noncontrollable) prices.
By the federal law as of November 4, 2007 250-FL « About modification in separate acts of the Russian Federation in connection with realization of measures on reforming the Uniform power system of Russia » are made amendments to the legislation with a view of end of reforms in electric power industry, the further development of market relations in branches, optimization of structure and functions of management in electric power industry after the end of reorganization of JSC RAO " UES of Russia ". 
The law establishes a date of finishing of a transition period of reforming - on July 1, 2008, caused by the end of structural transformations and final reorganization of RAO “UES of Russia”. After the end of reorganization of JSC RAO «UES of Russia ", regulations functions, executed today should be distributed by the Society between bodies of the government, the infrastructural and commercial organizations.
One of key roles in regulation of branch is allocated to the noncommercial organization of Market Council. The structure of Market Council will include the organizations of a commercial infrastructure of the wholesale market, including the commercial operator - the organizer of trade in the wholesale market of the electric power (capacity). The statement of forms of contracts, rules of work concerns to the functions of Advice in the wholesale market, the order of settlement of disputes, the procedure of the control, application of property sanctions for infringements of rules of the wholesale market, the order of conducting the register of subjects of the market.
The basic stage events in reforming branch of steel:
 
Creation of the infrastructural organizations of the wholesale market: the System operator - JSC « SO - CDC», the Organizations on management UNEN - JSC « YES FGC», the Manager of trading system - NP "automatic telephone exchange";
 
Preparation and realization of process of reforming of joint-stock company-energo - creation of generating, marketing, network (distributive and main) companies;
 
The beginning of work of free sector of wholesale trade of electric energy «5-15».
The major factors, influencing on a branch condition:
 
Terms of preparation and realization of stage programs of branch reforming;
 
Mutual relations with federal and regional authorities, including preparation, acceptance and execution of legal framework of the branch reforming;
 
Degree and adequacy of branch state regulation (including tariff policy);
 
 Conjuncture on world and a home market of energy carriers;
 
Availability of sources of financing to updating and developing of the basic production assets of the branch enterprises;
 
 Level of solvency of regular consumers.
Factors and conditions, influencing the Company activity and such activity's results. The forecast, concerning duration of action of the specified factors and conditions.
Factors and conditions influencing directly on activity of JSC « IDGC of the South », such as:
 
The size of the tariff, established by the state tariff bodies for the Society;
 
Volumes of power consumption and effective demand in the territory entering into a zone of the Society responsibility;
 
Level of ability to pay of regulate consumers;
 
Level of deterioration of the Society assets;
 
Availability of financing sources for modernization and development of the basic industrial assets.
The given factors are components of the general trend of developing of servise market  of JSC « IDGC of the South » on the territory entering into a zone of the Society responsibility. Action of the specified factors will influence activity of the Society during the nearest several years.
Exception is a factor of the state tariff policy, which duration of action as it is represented, will be kept on long-term prospect that corresponds to positions of target model of the Russian power reforming according to which the prices on generation and selling are planned to deduce from sphere of state regulation since 2009, and tariffs for transfer of the electric power on the main and distributive networks will be established by the state regulating body.  
The actions, undertaken by the Society, and actions which the Society plans to undertake in the future for an effective using of the given factors and conditions.
The company does work with regional tariff bodies with the purpose of  the proved tariff levels statement for being under control of JSC « IDGC of the South » the distributive grid companies. At the governmental level, work on development of principles tariff making as a whole on branch is carried out by the head company of Holding of Open Society of Russian Open Society " UES of Russia ". Now at regulation of tariffs in electric power industry the method of economically proved expenses, or a so-called method « expenses plus » which, in opinion of experts, does not stimulate the power company is applied to invest means in development. The management of Holding spends work with the Government of Russia about revision of a design procedure of the tariff for transfer of the electric power which would allow the distributive network companies to involve credits for investments. An essence of change of methodology tariff making - two elements: validity of the tariff not year, and three or five years and inclusion in the tariff of investments return. Thus, reception of financial resources not due to attraction of private investments, and due to attraction of a scale credit shoulder is supposed. The existing normative base allows applying this method at regulation of tariffs in electric power industry, but at presence of a design procedure and definition of a level of profitableness of the invested capital. 
The question of tariff formation is key for daily economic activities of the grid companies considering, that tariff means are used for modernization of power assets and these means insufficiently for financing major overhaul and large-scale modernization of the fixed assets. For these purposes the network companies use practice of attraction of credit resources, and also attraction of money resources in the form of public loans is planned.      
With a view of maintenance of necessary financing expenses for development of a power supply system by regional enforcement authorities of Krasnodar territory, the Rostov area, the Volgograd area, the Astrakhan area the decisions were accepted, resolving to the regional network companies to raise a payment for technological connection to the electric grid maintained by the companies, including investment component.
According to approved by Board of JSC RAO " UES of Russia " the Investment program of the distributive network companies of Holding of RAO " UES of Russia " for 2006-2010 the volume of investments for the distributive grid companies makes:
 
 Investments, thousand rbl

 2006 
 2007 
 2008 
 2009 
 2010 
 2006-2010
JSC " Astrakhanenergo " 
 128 078 
 709 573 
 339 213 
 613 700 
 804 800 
 2 595 364
JSC " Volgogradenergo " 
 477 673 
 977 273 
 928 454 
 887 974 
 829 438 
 4 100 812
JSC " Kubanenergo " 
 1 393 164 
 2 897 533 
 3 229 873 
 3 630 657 
 4 616 675 
 15 767 902
JSC " Rostovenergo " 
 750 641 
 1 484 922 
 2 805 678 
 2 766 188 
 2 122 332 
 9 929 761
JSC " Kalmenergo " 
 39 033 
 65 716 
 63 599 
 63 599 
 63 599 
 295 546
The ways, applied by the Society, and ways which the Society plans to use in the future for decrease in negative effect of factors and the conditions influencing  the Society activity.
 
Increase of throughput of electric networks due to an electronetwork complex modernization;
 
Increase in quality and reliability of consumers electrosupply;
 
Further decrease in above permitted standard losses of the electric power;
 
Strengthening the financial control and realization of programs on optimization of costs;
 
Insurance of property risks, risks of a civil liability, etc.;
 
Realization of actions under the safety precautions of primary activity.
Essential events/factors which can influence negatively on the greatest degree an opportunity of reception by the Society in the future of same or higher results, in comparison with the results, received for last accounting period. Probability of approach of such events (occurrence of factors).
Decrease in incomes of the distributive grid companies can be in the following cases:
 
Changes in tendencies of the branch reforming as a whole and JSC « IDGC of the South », in particular;
 
Restriction of tariffs growth on services of transfer and technological connection of the distributive network companies by the state;
 
Acts of nature.
Essential events/factors which can improve results of activity of the Society, and probability of their approach, and also duration of their action.
The most essential factor influencing improvement of activity results of JSC « IDGC of the South » and regional network companies which is under control of the Society, in opinion of the Society, is introduction concerning the distributive grid companies of system of the tariff regulation based on principles of fair market profitableness of the involved capital (RAB) in a combination to economic stimulus for large-scale attraction of private investments.
Attraction of additional (extra) sources of financing of construction of an electronetwork infrastructure should promote reduction of expenses for construction of such objects at an establishment of the size of a payment for technological connection to electric networks up to a level comprehensible to consumers.
The federal service on tariffs prepares the project of additions in Methodical instructions by calculation of adjustable tariffs and the prices for electric (thermal) energy in the retail (consumer) market, approved by the order of Federal service under tariffs as of August 6, № 2004 20-3/2, directed on stimulation of grid infrastructure development and maintenance of connection of new objects of electrogeneration and consumers for a network infrastructure on the basis of transition since January 1, 2008 to an establishment of long-term tariffs, including in view of maintenance of efficiency of investments and stimulation of the network companies to decrease in costs. However till present time, decisions of the state bodies on introduction of a new method of tariff-making are not accepted.
Nevertheless, the Society assumes, that in intermediate term prospect the system of effective and fair tariff regulation for is natural-exclusive kinds of activity in electric power industry will be formed which can provide increase of their investment appeal. 
