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Dear Gentlemen/Madams,

To maintain the effect of the exemption,  allowed for "Southern Telecommunications
Company* PJSC by Securities and Exchange Commission (USA) under Rule 12g3-2(b), we are
forwarding the following documents to you:

1. Quarterly report of PISC "Southern Telecommunications Company” (PJSC "UTK") for the

1¥ quarter 2005,

2. Materials for PJSC "Southern Telecommunications Company" Annual General Shareholders

Meeting, 2005.
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Yours faithfully,



The recommendations of the PJSC “UTK?” Board of Directors

On the agenda issue of the shareholders’ annual General Meeting: «The discontinuance
of PJSC «UTK» participation in the Association of the Volga areas telecommunication
enterprises, in the Association of the «Iskra» business servicing federal network operators,

in the Union of communication facilities producers and consumers».

Public corporation «Southern Telecommunications Company» (PJSC «UTK») is a
participant of 10 noncommercial organizations, 7 of which are associations of the legal persons
in accordance with Article 11 of the Federal law «On the noncommercial organizations».

In accordance with the Model of the PISC «UTK» the Company subsidiary business
reorganization adopted by the Board of Directors (Protocol 12 dated October 6, 2004), it was
found reasonable to discontinue the participation of PJSC «UTK» in the associations of the legal
persons, that are noncommercial organizations, as follows:

» The Association of the Volga areas telecommunication enterprises;
* The Association of the «Iskra» business servicing federal network operators;
* The Union of communication facilities producers and consumers;

The Association of the Volga areas telecommunication enterprises.

Registered by administration of Penza city Leninsky district under nr.1244 on March 20,
2000.

The PJSC «UTK» became a participant of Association in the order of the universal legal
continuity as a consequence of the South of Russia communication operators’ reorganization,
that took place in 2002, the unitary interregional telecommunication company PJSC «UTK»
(from the branch «Volgogradelectrosviaz») was established.

The nonrecurrent admission fee amounted to 10,000 rubles. -

The annual fee: it shall be determined annually by decision of the Association President
in conformity with policy plan and financing schedule, adopted by the Meeting (Point 4.9 of the
Articles).

Terms of secession from association: in accordance with Article 12, Point 2, of the Federal
Law «On the noncommercial organizations» any member of association (union) has a right to
secede association (union) at his own discretion, as financial year ends. In this case a member of
association (union) shall bear secondary liability for its obligations proportionally to its
contribution within two years since the moment of secession.

A member of association (union) may be expelled from it on decision of remaining
members in the cases and in the order, that were established by the constituent instruments of
association (union). In relation to expelled member of association (union) the rules, pertaining to
secession from association (union) are applied.

The PJSC «Southern Telecommunications Company» does not part1c1pate in the projects,
realized by Association and has no need to continue participation in Association in future.

The Association of the «Iskra» business servicing federal network operators

Registered by Moscow registration chamber under nr. 089.229 on November 18, 1999.

The PJSC «UTK» has become a member of Association in the order of the universal legal
continuity as a consequence of the South of Russia communication operators’ reorganization,
that took place in 2002, the unitary interregional telecommunication company PJSC «UTK»
(from the branch «Volgogradelectrosviazy, «KabBalktelecom», «Karachaevo-Cherkesskelectro-
sviazy, «Electrosviaz» of the Republic of Kalmykia», «Electrosviaz» Stavropol Territory»,
«Electrosviaz» of Adygei Republicy», «Sviazinform» of Astrakhan Region») was established.

The nonrecurrent admission fee amounted to 4,000 USD from each of its branches.
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The annual fee: it shall be determined annually by decision of the Association General
Meeting (Point 7.1.1 of the Articles). Upon the balance of 2003 the annual fee amounted to
15800 USD.

Terms of secession from association: in accordance with Article 12, Point 2, of the Federal
Law «On the noncommercial organizations» any member of association (union) has a right to
secede association (union) at his own discretion, as financial year ends. In this case a member of
association (union) shall bear secondary liability for its obligations proportionally to its
contribution within two years since the moment of secession.

A member of association (union) may be expelled from it on decision of remaining
members in the cases and in the order, that were established by the constituent instruments of
association (union). In relation to expelled member of association (union) the rules, pertaining to
secession from association (union) are applied.

The Union of communication facilities producers and consumers

Registered by Moscow registration chamber under nr. 93033 on January 24, 2000.

The PJISC «UTK» has become a member of Partnership in the order of the universal legal
continuity as a consequence of the South of Russia communication operators’ reorganization,
that took place in 2002, the unitary interregional telecommunication company PJSC «UTK»
(from the branch «Rostovelectrosviazy).

The nonrecurrent admission fee amounted to 50,000 rubles.

The annual fee: shall be determined by constitutive agreement and amounts to 150,000
rubles (Point 5.1 of the Articles).

Terms of secession from association: in accordance with Point 4.6 of the Union
communication facilities producers and consumers Articles any member of association (union)
has a right to secede association (union) at his own discretion, as financial year ends. In this case
a member of association (union) shall bear secondary liability for its obligations proportionally
to the sum of its contribution in accordance with agreement of the Union and Union member
mutual liabilities, in any case 50 percent of contribution sum at the most. The above liability
shall be valid within all the financial year, in which he made the decision on secession from the
Union. The application of secession shall be submitted three months before the end of financial
year at the latest.

Based on the above said, the Board of Directors recommends the General Meeting of the
PJSC «UTK» shareholders to make a decision on discontinuance of PJSC «UTK» participation
noncommercial organizations, as follows:

» The Association of the Volga areas telecommunication enterprises;
* The Association of the «Iskray business servicing federal network operators;
* The Union of communication facilities producers and consumers;



The recommendations of the PJSC “UTK” Board of Directors

On the agenda issue of the annual shareholders’ General Meeting: «Making

amendments and supplements to The Regulations of the Company shareholders’ general
Meeting procedure»

In an effort to provide the better practice of corporate management in the Company, the
Board of Directors recommends the annual General Meeting of the shareholders to make the
amendments and supplements to the Regulations of the Company shareholders’ General Meeting
procedure:

Subitem 4.1 of item 4 Article 3 shall be stated as follows: «4.1. The message on carrying
out the gene al meeting of shareholders should be made not later than 30 days before the date of
its convocation.

In case the offered agenda of the extraordinary general meeting of shareholders contains
the question on election the directors Board of the Company, the message on carrying out the
extraordinary general meeting of shareholders should be made not later than 50 days before the
date of its covocation.

In case the extraordinary general meeting of shareholders is convoked on demand of
Company Revision committee , the auditor of the Company or the shareholders (shareholder)
being owners not less than 10 percent of Company voting shares , the message on carrying out
the extraordinary general meeting of shareholders should be made not later than 20 days before
the date of its convocation.

The message on carrying out the general meeting of shareholders should be made in the form
stipulated by the current legislation of Russian Federation and the Charter of the Company, in
the order determined by directors Board of the Company.»



The recommendations of the PJSC “UTK?” Board of Directors

On the agenda issue of the shareholders’ annual General Meeting: «Making
amendments and supplements to the Company Board of Directors Regulations»

In an effort to provide the better practice of corporate management in the Company, the
Board of Directors recommends the annual General meeting of the shareholders to make the
amendments and supplements to the Company Board of Directors Regulations:

Subitem 3.2.4 of item 3.2 Article 3 of Statute shall be stated as follows: «3.2.4. not to disclose becoming

to him known during the execution of functions of member of directors Board the information
about Society activity , being confidencial, access to which is limited according to the
legislation of Russian Federation and internal documents of the Society»;

Subitem 3.2.11 of item 3.2 Article 3 of Statute shall be stated as follows: «3.2.11. in
writing form to inform the directors Board about the fact of possessing of Society shares, about
the intention to make transactions with Society shares, its affiliated and dependent societies, and
also about the effected transactions with such sharesy;

Item 3.5 shall be added to Article 3 of Statute as follows: «The society has the right to
demand from a member of directors Board the appropriate execution of the duties by him.

A member of directors Board carries out the responsibility for the default (inadequate
execution) of his duties before the Society at the rate of the caused damage.

The Society has the right to turn to the court with the claim to a member of directors
Board about the indemnification, caused to the Society by his guilty»;

Paragraph 2 shall be added to item 6.2 Article 6 of Statute as follows: « In the plan of
work of Board of directors to the board of directors considered once reports of Management of
the company on the work should be included in a quarter (the offer of committee on corporate
management)»;

Paragraph 3 shall be added to item 6.2 Article 6 of Statute as follows: « With a view of
increase of efficiency of accepted decisions and a role of independent directors, the quantity of
sessions of the Board of directors spent in the internal form should be not less than 15 % from
total of spent sessions of Board of directors of the company a year (the offer of committee on
corporate management, a majority voted)»;

Paragraph 2 of item 6.5 Article 6 of Statute shall be stated as follows: «The notice on
convocation of session of Board of directors goes to each member of Board of directors together
with necessary materials in time not less than 14 working days prior to date of carrying out of
session».



The recommendations of the PJSC “UTK” Board of Directors

On the agenda issue of the shareholders’ annual General Meeting: «Making
amendments and supplements to the Charter of the Company»

The meeting of the Company Board of Directors, that was held on March 5, 2005 (Protocol
27), was to make the decision to add the issue of making amendments and supplements to the
Company Charter to agenda of the annual shareholders’ General Meeting.

Thus, the Company Board of Directors recommends the annual General Meeting of the
shareholders to make the amendments and supplements to the Articles of the Company as
follows:

item 12.12. of Article 6 shall be stated as follows: «12.12. The message on carrying out
the general meeting of shareholders should be directed to each person specified in the list of
persons, having the right to participate in general meeting of shareholders, by the certified mail or
is handed to each of the specified person, or published in the printed edition: « the Russian
newspaper »,

subitem 16 of item 13.4 Article 13 shall be stated as follows: «16) the statement of
internal document determining the procedures of internal control over financial and economic
activity of the Company»;

subitem 36 of item. 13.4 Article 13 shall be stated as follows: «36) the decision on the
questions attributed to the competence of general meetings of the commercial organizations
participants in which the unique participant, possessing the vote at the general meeting of
participants, is the Company»;

subitem 38 of item. 13.4 Article 13 shall be stated as follows: «38) the statement of the
internal documents (document), determining the way of disclosing the information about
Company, the order of the use of confidencial information about Company activity , its securities
and transactions with themy;

item 13.4 Article 13 shall be added with new subitem 41 as follows: «41) the statement
of procedure of management of risks in the Company»;

subitem 34 of item 13.4 Article 13 shall be stated as follows: «34) Decision-making on
participation of the company in other organizations (the introduction as the participant, the
termination of participation, change of the size of a face-value of a share of participation, change
of quantity of shares or a face-value of the shares belonging the company) by purchasing, saling
or other alienation of stocks, shares and-or parts of shares, and also by entering additional
contributions into authorized capitals of other organizations»;

subitem 2 of item 14.4 Article 14 shall be stated as follows: «2) the decision of the
questions attributed to the competence of the supreme management bodies of the
noncommercial organizations, the unique founder (participant) of which is the Company, except
for the noncommercial organizations in which the supreme management body of them is formed
without participation of the founder (participant)»;

subitem 5 of item 14.4 Article 14 shall be stated as follows: «5) Preparation of materials
and projects of decisions on the questions to be cosidered at Company directors Board , except
the questions initiated according to the legislation of the Russian Federation and Company
Charter with the indication of concrete terms of their consideration by directors Board , making
impossible their preliminary consideration at Company Board , and also in case of necessity of
acceptance of a emergency decision on the questions which are taken into consideration by
Company directors Board as agreed with the chairman of Company directors Board».



The recommendations of the PJSC “UTK” Board of Directors

On the agenda issue of the shareholders’ annual General Meeting: “The determination of
contribution (percent) standard for calculation of the annual fee for the members of the Company
Board of Directors”

As it follows from the Company Board of Directors Regulations, the dimension of fee to
the members of the Board of Directors, shall be determined at the General Meeting of
shareholders, at which they were elected. With the reference to consideration of the issue “The
election of the Company Board of Directors» at the annual General Meeting of the shareholders”
it is necessary to determine the dimension of fee for the Board of Directors.

As Point 7.4., Article 7, of the Company Board of Directors Regulations read, the annual
fee for all of the Company Board of Directors body shall be established as a sum of contributions
in accordance with the standards (percents):

from the Company EBITDA in accordance with accounting control for the year of
account following the International Standard of Financial Reporting;

from the sum of the Company net profit upon the balance of the year of account, directed
to the payment of dividends.

All the above-said considered, the Board of Directors recommends the annual General
Meeting of the Company shareholders to approve the standards (percents) of contributions to
calculate the annual fee for the members of the Board of Directors as follows:

0.143 percent of the Company EBITDA in accordance with accounting control for the
year of account following the International Standard of Financial Reporting by the end
of 2005 year;

0.784 percent of the Company net profit upon the balance of the 2005 year of account,
directed to the payment of dividends.



The recommendations of the PJSC “UTK” Board of Directors

On the agenda issue of the shareholders’ annual General Meeting: «The adoption of the
Company auditor for the year of 2005»

As an auditor of the Company for 2005 "Emst and Young" LLC, that performed the
auditor functions for the Company by decision of the General Meeting of shareholders in 2004,
is proposed for consideration.

"Ernst and Young" LLC appears to be one of the four largest international auditor
companies, that is highly experienced in the field telecommunication companies auditing both
abroad and in Russia. The record of work in the market telecommunication industry is more than
25 years.

The workers of this company are characterized by the high professional qualities in the
field of international audit, as well as the good knowledge of trade particularity, tendencies and
factors of the services market and the primary participants of it.

With all above said taken into consideration, as well as a positive experience of
cooperation with this auditor firm, the Board of Directors recommends the annual General
Meeting of shareholders to adopt "Ermnst and Young" LLC. as an auditor of the Company for
2005.



The recommendations of the PJSC “UTK” Board of Directors

On the issue of the shareholders’ annual General Meeting: «The election of members of
the Company Auditing Commission»

On March 5, 2005 the nomination of candidates to the Company Auditing Commission
was under consideration at the meeting of the Company Board of Directors

The decision was made to enter the persons into the list of candidates to be voted for
election of the Company Auditing Commission as follows:

1. Umnova Elena Vladimirovna

2. Charkovsky Viacheslac Yurievich
3. Kovalenko Ghennady Ivanovich
4. Chernikova Tamara Alexeevna
5. Loshakov Dmitry Anatolievich
As Article 17, Point 17.2., of the Company Articles reads, the Auditing Commission is
composed of 5 persons.
Thus, 5 members are proposed to be elected from the proposed candidates.
The background of the candidates to the PJSC "UTK" Auditing Commission is enclosed.



The recommendations of the PJSC “UTK?” Board of Directors

On the issue of the shareholders’ annual General Meeting: «The election of members of
the Company Board of Directors»

On March 5, 2005 the nomination of candidates to the Company Board of Directors was
under consideration at the meeting of the Company Board of Directors (Protocol 27)
The decision was made to enter the persons into the list of candidates to be voted for
election of the Company Board of Directors as follows:

Avdiyants Stanislav Petrosovich - Executive director-Director of economic and
tariff policy department of OJSC «Sviazinvesty»
Belov Vadim Eughenievich - Deputy Director General of OJSC «Sviazinvest»
Belyaev Konstantin Vladimirovich — Chief accountant of OJSC «Sviazinvest»
Brylkov Vladislav Viktorovich - First Deputy Director General of CISC «Leader»
(Company for the pension fund assets management)
Veremyanina Valentina Fedorovna - Chief of legal security department of OJSC
«Sviazinvest»
Vasiliev Mikhail Borisovich — Head of "NCH Advisors, Inc.” Company registration
office in Saint-Petersburg

. Gavrilenko Anatoly Anatolievich - Director General of CJSC «Leader» (Company
for the pension fund assets management)
Zabuzova Elena Viktorovna - Director of OJSC «Sviazinvest» economic planning
and budgeting department.
Kuznecov Sergey Ivanovich- First Deputy Director General of OJSC «Sviazinvest»
Kulikov Denis Viktorovich — Expert of Association for investors’ rights protection
(noncommercial organization) city of Moscow
Lebedev Mikhail Alexeevich — Head of OJSC «Sviazinvest» capital investments
management department.
Panchenko Stanislav Nikolaevich - Deputy Director General of OISC
«Sviazinvest»
Romsky Georgy Alexeevich - Deputy Director General of OJSC «Sviazinvest»
Fedorov Oleg Romanovich - Executive director of the United Financial Group, city
of Moscow
Chechelnitsky Eugheny Alexandrovich — Deputy head of the Federal
Communication Supervision Service
Yuriev Vladimir Pavlovich - Head of Economy, Finance and Public Property
Board of the Federal Communication Agency

‘ As Point 13.2. of Article 13 reads the Company Board of Directors is composed of 11
persons, elected by the cumulative vote of the annual shareholders’ General Meeting.
Thus, it is necessary to elect 11 members of the Company Board of Directors from
proposed 16 candidates.
The background of the candidates to the PJSC "UTK" Board of Directors is enclosed.



The recommendations of the PJSC “UTK” Board of Directors

On the agenda issue of the shareholders’ annual General Meeting: “The determination
of 2004 dividends size, terms and forms of their payment on the shares of each category”

In 2004 the Company secured net profit in the sum of 276 649 thousand rubles.

In accordance with the Articles of the Company, Regulation of the dividend policy of the
Company 10 percent of net profit or 27 664.9 thousand rubles shall be directed to the payment of
dividends on the participating preference stock.

The 2005 budget of the Company, approved by the Board of Directors on March 25,
2005, Protocol 30, has provided that the dividends shall be paid to the sum of 55 328 353.91
rubles in total.

Respectively, 27 651 191.08 rubles, that makes 0.00934 rubles per an ordinary share, are
supposed to be directed to the payment of dividends on the ordinary stock, and 27 677 162,83
rubles, that makes 0.02847 rubles per a preference share, are supposed to be directed to the
payment of dividends on the preferred stock.

All the above-said considered, the Board of Directors recommends the shareholders’
annual General Meeting of the Company to make the decision on the payment of dividends for
financial year of 2004:

a) 0.02847 rubles per a share on the preferred stock in a monetary form on August
29, 2005 at the latest;

6) 0.00934 rubles per a share on the ordinary stock in a monetary form on
December 15, 2005 at the latest.



The recommendations of the PJSC “UTK?” Board of Directors

On the agenda issue of the shareholders’ annual General Meeting:

«Adoption of annual report, annual accounting control, including profit-and-loss
report (profit-and-loss account) of the Company, diffusion of the Company profits and
losses, resultant from financial year (2004) under review»

As it follows from the data of the annual reporting, the value of the Company assets
amounts to 43 366.2 mln. rubles by December 31, 2004. The net assets of the Company
decreased by 9.8 min. rubles and amounted to 12 756.7 mln. rubles. The authorized capital stock
comes to the sum of 1,297.8 min. rubles. The net profit of 2004 amounts to 276.6 min. rubles.

The auditing committee of the Company and an independent auditor of the Company
CJSC "Ermnst and Young Vneshaudit" suppose the audit check, they performed, to provide the
reasonable grounds for making comments on reliability of this reporting. The annual reporting,
that was checked, was prepared in all essential aspects in accordance with the legislation and
normative acts, regulating the order of maintaining accountancy, preparation of accountants, and
adopted principles of record-keeping in the Russian Federation.

This matter having been considered, the PJSC "UTK" recommends the annual general
meeting of shareholders to adopt annual account, annual accounting control, including profit-
and-loss report (profit-and-loss account), diffusion of the Company profits and losses, resultant
from financial year under review.



THE CONCLUSION
Of the revision committee of the public joint-stock company
“Southern telecommunication company ”
on the results of financial and economic activity check of the Society, the annual
accounting reporting of the Society and the reliability on the data contained in the
annual report of the Society and the annual accounting reporting of the Society for
the year 2004.

April, the 30™ year 2005. Moscow

On the basis of the Charter of the Society, the Regulations about of a revision
committee of the public joint-stock company “ Southern telecommunication company ”,
the revision committee of PJSC "UTK " including:
= Prokofjeval.V.

s QGreseva L.A.
.' Podgornaja L.J.
» UzlovaN.V.
» Utina N.P.
has carried out the audit of the annual accounting reporting for the year 2004

Audit was carried out from March, the 14th till April, the 5th, 2005 on the following

directions:

¢ reliability on the data contained in the annual report and the accounting reporting for
the year 2004;

¢ the order of conducting account book keeping and representation of the financial
reporting for the year 2004;

General data

s he Full name of the Open joint-stock company is “ The Southern telecommunication
ompany ”
The brief name of Society is " UTK "
Location: 350000, Krasnodar territory, Krasnodar city, Karasunskaya street, bl66
The data on the state registration are: The Certificate Ne 494 series A from 20.05.1994.,
given by the Registration chamber of Krasnodar as PJSC " Kubanelekrtosvjaz " and the

registration documents of the PJSC “ Southern telecommunication company ” - from
28.06.2001.

Responsible for financial and economic activity of the Society for the checked
period are:

The general director - IGNATENKO Ivan Fedorovich.
The chief accountant -  RUSINOVA Tatyana Viktorovna.

The supreme management body of the Society is the general meeting of the
shareholders, and in intervals between assemblies — the directors Board led by the
Chairman. The executive body of the PISC « Southern telecommunication company » is
the board, led by the General director.



In the period of the Revision committee activity auditing check of financial and
economic activity of structural divisions and branches of PISC " UTK" such as: General
management, "Kubanelektrosvjaz", « The Center of new technologies », "Yugtaxofon"
was carried out and the controle took place from July, the5th till July, thel6th, 2004.

In the period from January, thel8th till January, the2l, 2005 the controle of
performance by the Society of measures plan made on the results of auditing was carried
out.

The revision committee established the following:

Auditing check included check on a selective basis of confirmations of the numerical
data and the explanatories contained in the accounting reporting,.
During the check the following directions were considered:
1. Capital construction;
2. Management of the finance;
‘ 3. Economy;
4. Mutual relations with affiliated companies.

L Capital construction

1. According to the decision of I.F.Ignatenko the General director of the Society
from 15.11.04 the construction of all objects of capital construction was stopped,

2. By the date of 15.11.04 the inventory of the uncompleted construction was
carried out in order to of define the suffered expenses, and also to find the degree of
objects readiness .

3. Analysis of performance of capital construction plan by PJSC " UTK " for 2004
(the corrected budget) for example by such branches as: KES, ESK, VES, PES has shown,

‘hat the branch KES has significantly overfulfilled the plan including:

- the volume of investments by+9,57 %;

- including the equipment by +67,12 %;

- including civil engineering works (CEW) --10,49 %, thus share CEW carried out
in the contract way has increased by 46,79 % (from 46,15 % up to 92,93 %), i.e. twice;

4. The monitoring system of investment projects is conducted in such a manner that
the department of the economic analysis of investments, and also the financial department
are supervising only the payments done within the framework of the voted budget.
However the Society buys the equipment and carries out CEW over the plan. These
services are not paid, but are collected as creditor debts as contracts are signed and also
services under contracts are executed. This debts are not supervised in any way neither by
the department of the economic analysis of investments, nor by the financial department.

Il. Financial Management

1. In November - December. 2004 (after interrapting the bilding works) the



Open Company « Southern building communication company » were carried out. In total
for IV quarter of 2004 it was listed 1,7 billion roubles:

2. The society involves financial resources basically for the purposes of making new
crediting. The size of liabilities of PJSC "UTK" by 31.12.04 makes 21501942 thousand
roubles.

Note: by 2003 the percentage to payment made 547226 thousand roubles.

The period 2003 2004 2005
% charged to payment 0,5 2,1 2,4 + 0,4 (0,4 - unpayed
(billion roubles) 2004)
Payment 05 1,7 2,7

3. The structure of actives and passives of the Society testifies an unsatisfactory
condition of the balance. The parity of extra and own capital by 30.09.2004 has achieved
the value of 2,69 (73 % to 27 %), and by the end of 2004 are expected to be of 3,2 (80 %
0 20 %). Excess of short-term obligations of the Society over turnaround means by

0.09.2004 makes not less than 14285007 thousand roubles, i.e. the attraction of additional
resources 1n the future will be needed for the repayment of short-term obligations.

4 The attitude of percentage to payment for the using of involved financial resources
to proceeds has achieved the value of 13 %.

5. The basic financial parameters are not sufficient. The main financial index are
lower then sufficient. For example, the parity of turnaround means to short-term
obligations makes 2 to 5, that is characterized unsatisfactorily . The coefficient of the own
means is 1,6 (by the specification must be not less than 0,1). The level of own capital in
the structure of Society property makes 30 %. In the structure of property the basic share
is made by the nonturnaround actives (87 %).

‘ The name of parameters 31.12.2003 31.12.2004
Factor of the current liquidity (by the specification 0,565 0,377
not less than 2)
Factor of possesing own means (the specification -0,769 -1,655
is not less than 0,1)
Factor of restoration (lossing) of solvency (the 0,294 0,141
specification is more 1)

The factor of current liquidity by the checked period has decreased in 1,5 times
with 0,5 up to 0,3 (the specification is not less than 2). The above menshened dynamics of
Kt are negative.

The name of parameters 31.12.2003 31.12.2004
Profitability of sales, production, works, services 22,61 % 20,28 %
Profitability of primary activity (efficiency of 29,21 % 25,44 %
expenses)




Also, profitability of sales, production, works and services, describing efficiency of
business dealing, by the checked period of economic activities tends recession from 23 %

up to 20 %, and profitability of primary activity (efficiency of expenses) from 29 % up to
25 %.

The above-stated aspects can negatively influence business processes of the Society
in the future accounting period.

Il Economy

1. The time of recovery of outlay of investment projects makes by calculations of
the Society is (7-9) years, however, because of incorrect given FEASIBILITY REPORTS
of separate projects in which replacement of analog telephone lines by digital systems (30-
40 % of the entered number capacity) is not‘always taken into account. The real time of
recovery of outlay, accordingly makes 9-12 years. Thus, actual efficiency of capital

.westments is lower, than settlement.

2. Business - process of planning the Society investments has formal character, there
are no control procedures, no degree of responsibility for granting the incomplete or
deformed information for planning. Thus, the valid costs of objects of capital construction
in the Society are determined only under the forms CC-2, CC-3, that results in deficiency
of the Society budget .

3. The Society share on fixed telecommunication market in Krasnodar for 2004
concerning involved telephone capacity has decreased for 1,6-1,7 %, and it occurs because
of the difference beetwin the rates of development of Society communication networks
and alternative operators and of default of the input plan of number capacity of the
Society on Krasnodar city telefon station.

4. In general for UTK there is a tendency of share increasing of in zone traffic and
meanwhile of decreasing in the main traffic that reduces the profitableness on one line.

‘} 1V. The affiliated and dependent companies

Since November, 15, 2004 UTK stopped to sign contracts for building and design
works carried out by suppliers and contractors, including Open Company "Yuggiprosvjaz"
and Joint-Stock Company "YSS". Despite of this, the contractors continued partialy to
perform works and to conclude contracts with other contract organizations, not having the
authorization from the PJSC " UTK", that exceeded the allowable risks, connected with
the current economic activities.

Management of affiliated companies is carried out on a low level.

The revision committee of the Society, except for the above-stated circumstances, does
not find out gross infringements in established order of conducting book keeping and
preparation the accounting reporting which could affect essentially the reliability of
accounting reporting.

The accounting reporting of PJSC " UTK " allows to generate a full and objective



for an operative management, and also for the use by investors, suppliers, buyers,
creditors, tax, financial, bank bodies and both by other interested organizations and
persons.

Conclusion

In opinion of the revision committee members the check results of financial and
economic activity of PJSC " UTK " for 2004 and the annual accounting reporting of PJSC
" UTK " for 2004, the accounting reporting of the Society is prepared in such a way that
provides authentic reflection of actives and passives of the Society by 31.12.2004r. and
financial results of Society activity for 2004r., proceeding from Federal law requirements

om 21.11.96 Ne 129-®3 « About account book keeping » and statutory acts of Russian
Federation Ministry of Finance (orders from 29.07.98r. Ne 34n (with changes and
additions), 06.07.99r. Ne 43n, 22.07.2003 Ne 67n.

Chairman of 1.V.Prokofjeva
revision committee

Members of revision committee: L.A.Greseva

L.J.Podgornaja

N.V.Uzlova

N.P. Utina
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THE AUDITOR CONCLUSION
UNDER THE ACCOUNTING REPORTING OF OPEN SOCIETY “ SOUTHERN
TELECOMMUNICATION COMPANY ”
INDEPENDENT AUDITOR FIRM

To shareholders of PJISC “ SOUTHERN TELECOMMUNICATION COMPANY ”
DATA ON THE AUDITOR
The name: Joint-Stock Company «ERNST and YOUNG VNESHAUDIT».
Location: 115035, Russia, Moscow, Sadovnicheskaya naberejnaya, bl. 77, ap. 1
The certificate of recording to the Uniform state register of legal persons concerning the legal person
registered till July, 1, 2002, date of recording September, thel6, 2002, the series 77 Ne 008050714, is
registered by Official body the Moscow registration chamber on August, the30, 1994 Ne033.468, basic
state registration number 1027739199333.

The license for realization of auditor activity NeE003246, is authorized by the order of Russian
Federation Ministry of Finance from January, 17 2003. Ne 9, given for the period of five years.

DATA ABOUT THE PERSON UNDER AUDIT

Name: Public Joint-Stock Company “ SOUTHERN TELECOMMUNICATION COMPANY ”
Location: 350000, Krasnodar,. Karasunskaya street 66.

State registration: Ne186-», 20.05.1994.



We have carried out the audit of the applied accounting reporting of the Open Society « Southern
Telecommunication Company » (here and after "Company") for the period from January, 1 till December,
31, 2004 inclusive the accounting balance, the report on profits and losses, the report on changes of the
capital, the report on money resources movement, the appendix to accounting balance and an explanatory
note, points 2-4, 6-7 and 9-11. The responsibility for preparation and presentation of this accounting
reporting is laying on the company management . Our duty consists in expressing the opinion on
reliability in all essential attitudes of the given reporting and on its conformity to the legislation of the
Russian Federation.

We have carried out the audit in accordance with the Federal Law « About auditor activity », the federal
rules (standards) of auditor activity, the Rules (Standards) of auditor activity approved by the
Commission on auditor activity at the President of the Russian Federation, and the International standards
of audit, not contradicting to the above-stated Rules.

Audit was planned and spent so that to receive reasonable confidence that the accounting reporting does
not contain essential distortions. Audit was spent in a selective manner and included the proofs studying
on the basis of testing of confirming numerical parameters and disclosing the information obout financial
and economic activity in the accounting reporting, and also an estimation of observance of principles and
rules of account book keeping used within the preparation of the accounting reporting, the consideration
of essential estimated parameters received by the person under audit management, and also the
estimation of the general representation of the accounting reporting. We believe, that the lead audit
represents a sufficient bases to express our reliability in all essential aspects of the accounting reporting
and the conformity of conducting account book keeping to the legislation of Russian Federation.

In our opinion, in 2004 the order of conducting account book keeping concerning preparation of the
accounting reporting of the Company in all essential aspects met the requirements of the Federal Law «
About account book keeping » Ne 129-FZ from November, 21, 1996, and the above mentioned
accounting reporting prepared according to the same Law, reflects authentically in all essential attitudes
the financial position of the Company by December, 31, 2004 and the results of its financial and
economic activity for the period from January, 1 till December, 31, 2004 inclusive meet the requirements
of the Russian Federation legislation regarding the preparation of the accounting reporting.

The applied accounting reporting has not the idea to purpose the financial situation and the results of
activity according to the principles or the methods of account book keeping standard in other countries
and other administrative-territorial formations, besides Russia. So, the applied accounting reporting is not
intended for the persons not familiar with the Russian principles, procedures and methods of account
book keeping.

May, the 6th, the year 2005

Kit Hable,
The partner

Vladmira Tokareva

Manager of auditor department

Qualification licence K 001021

Given at 1 october 2002 for an unlimited period



ACCOUNTING BALANCE

on

The organization

ldentification number of the taxpayer

Kind of activity

The organizational - legal form (pattern of
ownership )

Unit of measurements:

The address:

On December, 31, 2004

Open Socierty "UTK"

2308025192

electric communication(connection)

mixed
thousands of roubles

The form Ne 01 on OKYQ
Date {year, month, number)
on OKNO

on INN

on OKB3A

on OKOM®/OKdC
on OKEW

350000, Russia, Krasnodar, Karasunskaya street, 66 ph. (861) 253-80-22

Date of the statement

Date of sending (acceptance)

CODES

710001

2004.12.31

1151037

2308025192

64.20; 64.20.11

47142

384

By the beginning of
ACTIVE Explanat) Codeof | o o ¢ jine | theaccounting | oY iheendofthe
ories | parameter X accounting period
period
1 1a 2 2a 3 4
non-turnaround actives non-material actives 110 110 1326 947
The basic means 120 120 20 937 178 29727 079
Capital investments 130 130 3772664 5583 480
.|Profitable investments in material assets 135 135 0 0
Long-term financial investments 140 140 390 398 561 727
including:investments in affiliated societies 141 327 231 463 369
investments in dependent societies 142 34 991 28 807
investments in other organizations 143 14 497 3372
other long-term financial investments 144 13 679 66 179
The postponed tax actives 145 145 107 343 180 195
other long-term financial investments 150 150 946 839 1673 234
Total on section | 190 190 26 155 748 37 726 662
By the beginning of
ACTIVE Explanat| Code of the| & o ¢ theline | the accounting | DY the end of the
ories parameter X accounting period
period
1 1a 2 2a 3 4
Il. turnaround actives Stocks 210 210 1081612 1226 059
including: raw material, materials and other
similar values 211 211 847 918 901 149
expenses in the work in progress (distribution
costs) 213 213 84 73
finished goods and the goods for resale 214 214 42 217 23 691
the goods shipped 215 215 0 0
charges of the future periods 216 216 190 600 301 145
other stocks and expenses 217 217 793 1
The value-added tax on the got values 220 220 1922618 2502 153
debts (payments on which are expected more
than in 12 months after accounting date) 42 256 34 449
including: buyers and customers 231 231 0 0
advance payments given 232 25 403 15 802
other debtors 233 16 853 18 647
debts (payments on which are expected within 12
months after accounting date) 240 240 1463 861 1417 679
including: buyers and customers 241 241 899 648 1054 668
advance payments given 242 242 802 149 490
other debtors 243 321 411 213 521
Short-term financial investments 250 250 35 321 59 973
Money resources, 260 260 268 197 398 560
Other turnaround actives 270 270 412 653
Total on section |l 290 290 4814 277 5639 526
BALANCE (the sum of lines 190+290) 300 300 30 970 025 43 366 188
By the beginning of
PASSIVE Exp!anat Code of Code of line the accounting By the e.nd of t.he
ories | aparameter X accounting period
period
1 1a 2 2a 3 4




l. The CAPITAL AND RESERVES Charter

capital 410 410 1297 779 1297 779
The additional capital 420 420 5724 394 5639 535
The reserve capital 430 430 64 889 64 889
Own shares redeemed from the shareholders 411 440 0) (0)
Unallotted profit (the uncovered loss) of last years 470 460 5 406 480 5142 900
Unallotted profit (the uncovered loss) fiscal year 470 470 X 276 649
Total on section Il 490 490 12 493 542 12 421752
IV. LONG-TERM OBLIGATIONS Credits and
loans 510 510 4772418 11343 885
including: credits 511 4719 044 6296 803
loans 512 53 372 5047 082
The postponed tax obligations 515 515 248 142 493 472
Other long-term cbligations 520 520 3178 547 3769 502
Total on section IV 590 590 8 199 105 15 606 859
V. SHORT-TERM OBLIGATIONS Credits and
loans 610 610 5371 906 8 074 234
including: credits 611 3620 965 4 046 301
loans 612 1750 941 4027 933
Creditor debts, 620 620 4452 961 6749 326
including: suppliers and contractors 621 621 3273079 5 366 946
advance payments received 625 622 325 256 332 228
debts against the personnel of the organization 622 623 182 429 154 491
debts against the state unappropriated funds 623 624 88 149 73 355
debts under taxes and tax collections 624 625 102 852 318 118
other creditors 625 626 481 196 504 188
Debts to participants (founders) on payment of
incomes 630 630 141 446 82775
Incomes of the future periods 640 640 272 896 334 928
Reserves of forthcoming charges 650 650 38 169 96 314
Other short-term obligations 660 660 0 0
Total on section V 690 690 10 277 378 15337 577
BALANCE (the sum of lines 490+590+690) 700 700 30 970 025 43 366 188
Inquiry on values to account over accounting report
The name of a parameter Expllanat Code of Code of line By the be_ginnin.g ofl By th? end of
ories | parameter accounting period | accounting period
1 1a 2 2a 3 4
The rented basic means 910 901 662 331 708 393
including on leasing 911 911 77 378 77 378
The commodity - material assets accepted to
storage 920 902 28 546 44 995
The goods accepted to commission 930 903 0 23691
The debts of insolvent debtors written off as a
loss 940 904 167 093 160 951
Maintenance of obligations and payments
received 950 905 0 0
Maintenance of obligations and payments given 960 906 10 098 622 15 854 001
Deterioration of available housing 970 907 10 846 10 717
Deterioration of objects of external
accomplishment and other similar objects 980 908 1251 1493
Means of payment of communication services 909 65 204 64 638

The information(inquiry) on cost of pure(c

lean) actives

Explanat| Code of By the beginning of| By the end of
The name of parameter P
ories | aparameter Code of aline accounting period | accounting period
1 1a 2 2a 3 4
Pure actives 1000 12 766 438 12 756 680

The head

(signature) (decoding of the signature)

The chief accountant
(signature) (decoding of the signature)




REPORT ON PROFITS AND LOSSES CODES
The form Ne 02 on OKYQ 710002
for 2004 cae (year, month, number) 2004.12.31
The organization Open Company "UTK" on OKNO 1151037
Identification number of the
taxpayer 2308025192 INN 2308025192
Kind of activity electric on OKB3[ | 64.20; 64.20.11
organizational - legal form
(pattern of ownership) mixed on OKON®/OKOC 47142
Unit of measurements: thousand of roubles on OKEWN 384
Exol Code of For the For the similar
The name of parameter Xplana| o ramet| Code of line accounting period of the
tories :
er period last year
1 1a 2 2a 3 4
I. Incomes and charges of usual
kinds of activity Proceeds (net)
from sale of the goods, production,
works, services ( minus the tax of
added value, excises and similar
obligatory payments) 10 10 16 752 576 13 506 587
including from the sale: of services
of communication 11 16 303 127 13 222 688
cost price of the sold goods,
production, works, services 20 20 {13 358 983) (10 452 947)
including: of services of
communication 21 (12 999 561) (10 231 580)
Profit (loss) on sales ( line 010-020) 50 50 3393 593 3 053 640
Il. OPERATIONAL INCOMES AND
CHARGES Percent to reception 60 60 7 987 10 452
Percent to payment 70 70 (2 007 055) (547 226)
Incomes of participation in other
organizations 80 80 77 552 167 146
Other operational incomes 80 S0 537 224 314 571
Other operational charges 100 100 (1193 747) (723 613)
1. NONSUCCESFUL INCOMES AND
CHARGES Nonsuccesful incomes 120 120 387 679 167 472
Nonsuccesful charges 130 130 (596 292) (777 358)
Profit (loss) before the taxation
(page 050+060-070+080+090-
100+120-130) 140 140 606 941 1 665 084
Charges under the profit tax (lines-
1514/-152+/-153) including: 150 (323 269) (577 601)
the postponed tax obligations 142 151 (245 330) (182 853)
the postponed tax actives 141 162 72 852 26 136
The current profit tax 150 153 (150 781) (420 884)
Profit (loss) on usual activity (line
140-150) 160 283 672 1087 483
IV. EXTREME INCOMES AND
CHARGES Extreme incomes 170 1 085 268
Extreme charges 180 (8 088) (7 314)
Net profit (unallotted profit (loss) of
the accounting period) (lines
160+170-180) 190 190 276 649 1080 437
Inquiries: Conditional charge
/income under the profit tax 201 (143 980) (399 619)
Constant tax obligations 200 202 (265 172) (321 221)
Constant tax actives 200 203 85 883 143 239




Explana Code of " For the For the similar
The name of parameter p! paramet| Code of line accounting period of the
tories .
er period last year
1 1a 2 2a 3 4
Base profit (loss) per share 301 0,00033
profit (loss) per share 302

* filled in the annual accounting reporting

Decoding of separate profits and losses

Th Code of| Code of |__For the accounting period For the similar period of last
e name of parameter . -
paramet| line profit loss profit loss
1 1a 2 3 4 5 6

Penalties and the penalties recognized

or recognized in court 401 2157 (62 599) 4337 (55 723)
Profit (loss) of the last years 402 94 865 (85 689) 46 418 (82 091)
The indemnification, caused by default

or inadequate execution of obligations 403 125 165 (942) 1273 (195)
Course differences on foreign currency

operations 404 10213 (8 123) 54 474 (137 627)
Deductions in estimated reserves 405 70 890 (262 446) 0 (220 180)
Write-off of income and creditor debts 406 2723 (2 144) 5704 (2 666)

The head

(signature) (decoding of the signature)}

The chief accountant
(signature) (decoding of the signature)




THE REPORT ON CHANGES OF THE CAPITAL CODES
The form N2 03 on OKY[l 710003
for 2004 Date (year, month, number) 2004.12.31
The organization Open Company "UTK" on OKNO 1151037
Identification number of taxpayer 2308025192 INN | 2308025192
Kind of activity electric communication on 0KB3A|64.20; 64.20.11
organizational - legal form (pattern of ownership) mixed on OKOM®/OKOC 47142
Unit of measurements: thousands of rubles on OKEM 384
Change of capital
Code of
The name of parameter parame cTi?eOf Charter capital | additional capital| reserve capital L(,tnh?;’:::v:zgt Total
ter loss)
1 1a 2 3 4 5 6 7
The rest for December, 31, 2002 100 1297 779 4215276 63 260 4 672 255 10 248 570
2003 Change in
registration policy 101 X X X 15919 15919
Result from the reassessment of
basic means objects 102 X 1545 234 X 0 1545234
Other 103 X 0 X 0 0
The rest for January, 1, 2003 104 1297779 5760 510 63 260 4688174 11809723
Change of capital clauses: 200 0 (36 116) 1629 718 306 683 819
Result from the recalculation of
foreign currencies 201 X 0 X X 0
Net profit (loss) of fiscal year 202 X X X 1 080 437 1080 437
Dividends 203 X X X (396 618) (396 618)
Deductions to reserve funds 204 X X 1629 (1629) 0
Additional share issue due to own
sources 205 0 0 X 0 0
Increase of face-value of shares 206 0 0 X 0 0
Change of the capital with the
disappearing of basic means
objects 207 X (36 1186) X 36 116 0
Other 208 0 0 0 0 0
Increase in capital size due to : 210 0 0 0 o 0
additional share issue due to
means of shareholders 211 0 0 X X 0
reorganization of the legal
person 212 0 0 0 0 0
other 213 0 0 0 0 0
Reduction of capital size due 220
to: 0 0 0 0 0
reduction of shares amount 221 0 X X 0 0
reduction of shares face value 222 0 X X X 0
reorganization of legal person 223 0 0 0 0 0
other 224 0 0 0 0 0
The rest for December, 31, 2003 300 1297 779 5724 394 64 889 5 406 480 12 493 542
2004 Change in
registration policy 301 X X X 0 0
Result from the reassessment of
basic means objects 302 X 0 X 0 0
Other 303 X 0 X 0 0
The rest for January, 1, 2004 100 304 1287779 5724 394 64 889 5 406 480 12 483 542
Change of capital clauses: 400 0 (84 859) 0 13 069 (71 790)
Result from the recalculation of
foreign currencies 401 X 0 X X 0
Net profit (loss) of fiscal year 402 X X X 276 643 276 649
Dividends 403 X X X (348 439) (348 439)
Deductions to reserve funds 110 404 X X 0 0 0
Additional share issue due to own
sources 121 405 0 0 X 0 0
Increase in shares face-value 122 406 0 0 X 0 0
Change of the capital with the
disappearing of basic means
objects 407 X (84 859) X 84 859 0
Other 408 0 0 0 0 0
Increase in capital due to: 410 0 0 0 0 0
additional share issue due to
the means of shareholders 121 411 0 0 X X 0




reorganization of the legal
person 123 412 0 0 0 0 0
other 413 0 0 0 0 0
Reduction of capital size due to: 420
0 0 0 0 0
reduction of shares amount 132 421 0 X X 0 0
reduction of shares face
value 131 422 0 X X X 0
reorganization of legal
person 133 423 0 0 0 0 0
other 424 0 0 0 0 0
The rest for December, 31, 2004 | 140 600 1297 779 5639 535 64 889 5419 549 12 421752
2. reserves
Code of rest by the Itis rest by the
Code Y Has R
The name of parameter parame . beginning of . used/Boccrano |beginning of the|
ter of line the acted(arrived) )
year B-NeHo year
1 1a 2 3 4 5 6
reserves formed according to the
legisiation: Reserve fund data of
2003 601 53 260 1629 {0) 64 883
data of 2004 602 64 889 0 (0) 54 889
reserves formed according to
constituent documents: Integrating
Fund of Society workers data of
2003 603 0 0 (0) 0
data of 2004 604 0 0 {0) 0
Estimated reserves: Reserves on
doubtfu! duties data of 2003 605 188 037 192 627 (125 989) 254 675
data of 2004 606 254 675 345 864 (173 195) 427 344
Reserves under depreciation of
financial investments data of 2003 607 0 48 234 (0) 48 234
data of 2004 608 48 234 103 (44 658) 3679
Reserve under deprecication of
material assets data of 2003 609 0 0 (0) 0
data of 2004 810 0 0 ) 0
Reserves of forthcoming charges:
data of 2003 611 0 0 ) 0
data of 2004 612 38189 96 314 " (38 169) 96 314
Reserves under conditional
obligations: data of 2003 613 0 0 (0) 0
data of 2004 614 0 0 (0) 0

The head

(signature) (decoding of the signature)

The chief accountant

(signature) (decoding of the signature)




THE REPORT ON MONEY RESOURCES MOVEMENT

for

The organization

Identification number of the taxpayer
Kind of activity

organizational - legal form (pattern of
ownership)

Unit of measurements:

2004

OPEN COMPANY "UTK"

2308025192

electric communication

mixed

thousands of roubles

The form Ne 04 on OKY[]
Date (year, month, number)
on OKNO

INN

on OKB31

on OKOM®/OK$C
on OKEU

CODES

710004

2004.12.31

1161037

2308025192

64.20, 64.20.11

47/42

384

For the similar

The name of parameter ::)aﬁe(::r Code of line | For the fiscal year| period of the last
P year
1 1a 2 3 4
THE REST OF MONEY RESOURCES BY
THE BEGINNING OF theFISCAL YEAR 10 268 197 206 220
The CURRENT ACTIVITY. money
resources received for the current
activity 20 18 407 576 17 184 258
the means received from buyers, customers 21 17 887 532 15411 490
other incomes 22 520 044 1772768
The money resources directed: 30 (15 303 786) (14 819 796)
to the payment of the got goods, works,
services, raw material and other turnaround
actives 150 31 (5 668 057) (4 359 548)
to the payment 160 32 (3722 472) (3111 120)
to the payment of percentage 170 33 (1478 791) (507 038)
to the calculations under taxes and tax
collections 180 34 (2 607 085) (3 942 622)
{o other costs 35 (1827 381) (2 899 468)
Pure money resources from the current
activity 40 3103790 2 364 462
INVESTMENT ACTIVITY . money
resources received for investment activity 50 637 505 293 882
receipts from the realization of objects of fixed
assets and others nonturnaround actives 210 51 39273 24 974
receipts from the repayment and realizations
of securities, shares and other financial
investments 220 52 307 720 10 000
received dividends, incomes of individual
Fpanicipation 53 52 164 161 130
received percentage 240 54 7 986 8 425
receipts from the repayment of the loans
given to other organizations 250 55 5 520 22 100
other incomes of investment activity 56 224 842 67 253
money resources directed: 60 (11 026 349) {9 415 753)
to purchase and create the objects of fixed
assets and others nonturnaround actives 290 61 (10 796 259) (8 322 273)
to purchase the securities, shares 280 62 (134 728) (60 020)
ro purchase the debt securities and other
financia! investments 300 63 (83 817) (4 020)




to granting of loans to other organizations
other charges in investment activity
Pure money resources from investment
activity

FINANCIAL ACTIVITY. money
resources received for financial activity

received loans and credits

other incomes for financial activity
money resources directed:

to the repayment of loans and credits
(without percent)

to the repayment of obligations on financial
rent

to the payment of dividends

other charges for financial activity
Pure money resources from financial
activity
Pure increase (reduction) of money
resources
REST OF MONEY RESOURCES by THE
END OF THE ACCOUNTING PERIOD
Size of influence of changes of foreign currency

rate in relation to | rouble

310 64 (550) (32 613)
65 (10 995) (996 827)
340 70 (10 388 844) (9 121 871)
80 15702 317 11 805 186
81 15 622 352 11 679 215
82 79 985 125 971
90 (8 286 900) (4 985 800)
91 (6 659 431) (4018 182)
92 (1 236 564) (473 083)
170 93 (369 488) (434 067)
94 (21 417) (60 468)
100 7 415 417 6 819 386
110 130 363 61977
120 398 560 268 197
130 0 )

The head

(signature) (decoding of the signature)

The chief accountant
(signature) (decoding of the signature)




APPENDIX TO ACCOUNTING BALANCE CODES
The form Ne 05 on OKYA 710005

on December, 31, 2004 Date (year, month, number) 2004.12.31
The organization Open Company "UTK" on OKNO 1151037
Identification number of the
taxpayer 2308025192 INN 2308025192
Kind of activity electric communication{connection) on OKB34 | 64.20; 64.20.11
organizational - legal form (pattern of mixed on OKOM®/OKSC 47142
Unit of measurements: thousands of roubles on OKEW 384

1. Non-material actives

Code

The name of parameter |, o.f CO'd e of| By th? beginning Received lefted By. the end of
indica| line of fiscal year fiscal year
tor
1 1a 2 3 4 5 6
Objects of intellectual property
(exclusive rights upon the
results of intellectual property)| 10 101 2132 0 (0) 2132
among them: at the patenfee
on the invention, the industrial
sample, useful model 11 102 0 0 (0) 0
at legal owner on computer
programs , on the database 12 103 2042 0 (0) 2042
at the owner on a trade mark
and a service mark, the name
of the place of goods origin 14 104 90 0 (0) 90
others 15 105 0 0 (0) 0
Other 40 106 0 0 (0) 0
Total 110 2132 0 (0) 2132
Code
The name of parameter |. O.f Co'de off By the. beginning By th? end of
indica| line of fiscalyear |accounting period
tor
1 1a 2 3 4

Amortization of non-material
actives - total 50 120 806 1185
including: at patentee on the
invention, the industrial
sample, useful model . 121 0 0
at the legal owner on
computer programs ,on the
database 122 804 1175
at the owner on a trade mark
and a service mark, the name
of the place of goods origin 123 2 10
others 124 0 0

2. fixed assets




Code

The name of parameter |, o.f Co_d e of| By th? beginning Received lefted By' the end of
indica| line of fiscal year fiscal year
tor
1 1a 2 3 4 5 6
Buildings 201 4501275 608 479 (18 454) 5091 300
Constructions and transfer
devices 202 8 685 558 5066 019 (41 423) 13710 154
Machines and equipment 203 15 307 591 4323215 (237 197) 19 393 609
Vehicles 204 432372 56 125 (8 731) 479 766
Computing and office
equipment 205 597 093 405 368 (7 741) 994 720
Private premises fund 206 40175 2 367 (2 365) 40177
ground areas and objects of
wildlife management 207 18 1 480 0) 1 499
Other kinds of basic means 208 266 574 177 213 (9 284) 434 503
Total 210 29 830 657 10 640 266 (325 195) 40 145 728
Code
The name of parameter |. of Co.de of| By thg beginning By' the end of
indica| line of fiscal year fiscal year
tor
1 1a 2 3 4
Amortization of the basic
means - total 140 220 8 893 479 10 418 649
including: buildings 221 1213 042 1268 088
constructions and transfer
devices 222 3114 742 3500 273
machines and equipment 223 4003 797 4845919
vehicles 224 183 349 222 092
computing and office
equipment 225 222103 336 009
other kinds of basic means 226 156 446 246 268
Code
The name of parameter |. of que of| By thg beginning B){ the end of
indica| line of fiscal year fiscal year
tor
1 1a 2 3 4
From line 210 objects of
basic means are transferred
to rent - 454 278 429 314
including: buildings 231 359 298 389 263
constructions and transfer
devices 232 4373 12 150
machines and equipment 233 82139 11 776
vehicles 234 4701 9 542
other kinds of basic means 235 3767 6 583
From line 210 objects of
basic means are tranfeferred
for preservation 240 20 165 17 541
Code
INQUIRIES . of Co_de of| By th? beginning By‘ the end of
indical line of fiscal year fiscal year
tor
1 1a 2 3 4
Result from the
reassessment of the objects
of basic means: 250 0 X
initial (regenerative) cost 171 251 0 X
amortization 172 252 0 X
objects of basic means
received in rent - in total 260 662 331 708 393
including: buildings 261 411378 411 720
constructions and transfer
devices 262 160 739 73 473




machines and equipment 263 78 259 76 821
vehicles 264 1699 1653
other kinds of basic means 265 10 256 144 72
objects of real estate taking in
operation and accepted in
structure of the basic means
before the registration of the
property right 270 79 434 3354 184
3. profitable investments in material assets
Code
The name of parameter |. o_f Co‘d e of| By th? beginning Received lefted By. the end of
indica| line of fiscal year fiscal year
tor
1 1a 2 3 4 5 6
Property for transfer to leasing 301 0 0 (0) 0
property given under the
contract of hire 302 0 0 (0) 0
Other 303 0 0 (0) 0
Total 310 0 0 (0) [}
Code
The name of parameter |. of Co'de of| By thg beginning By. the end of
indica{ line of fiscal year fiscal year
tor
1 1a 2 3 4
Amortization of profitable
investments to material assets 31 0 0
4. charges on research, developmental and technological works
Code
Kind of works, name ; o.f qu e off The .beginning of Received written off the end of fiscal
indica| line fiscal year year
tor
1 1a 2 3 4 5 6
completed researches , the
results of which are used for
industrial or administrative
needs of the organization 310 | 400 0 0 (0) 0
Code
INQUIRIES of CO.de of| By thg beginning By thc.a end of
para | line of fiscal year [accounting period
meter
1 1a 2 3 4
sum of charges on unfinished
research, developmental and
technological works
320 | 401 0 0
Code
INQUIRIES _ o_f Co_de of| For acc'ounting F.or the similar
indica| line period period of last year
tor
1 1a 2 3 4
sum of charges attributed to
charges by usual kinds of 402
activity
sum of not given positive
results charges on research,
developmental and 403
technological works, attributed
to nonsuccesful charges
0 ol
5. financial investments
| Code| 1 Long-term 1 Short-term ]




7. maintenance

Code
of | Code of| By the beginning of By the end of
name of parameter L . . K X
indicat| line o fiscal year accounting period
or
1 1a 2 3 4
Maintenance received - total 710 0 0
including: banks guarantees 711 0 0
guarantees of the third parties 712 0 0
bills 713 0 0
pledged property 714 0 0

name of parameter . o.f Co_de of By the beginning By the end of By the beginning By the en.d of
indica) line £ fiscal ti iod f fiscal accounting
tor of fiscal year [accounting perio of fiscal year period
1 1a 2 3 4 5 6
Contributions to chapter
(incorporated) capitals of other
organizations - in total 510 501 376 719 495 548 0 0
including: of affiliated and
dependent economic societies | 511 502 362222 492 176 0 0
of state, municipal and
foreign organizations 515 | 503 0 0 45 0
Bills 520 504 0 0 7717
iven loans 525 505 13 679 66 179 10 000 51 000
Depositary contributions 530 506 0 0 0 0
Other 535 507 0 0 25 276 1256
Total 540 T 510 390 388 561 727 35 321 59973
From total sum the financial
investments having current
market cost: Contributions
to chapter (incorporated)
capitals of other
organizations - in total 550 511 0 0 0 0
including: of affiliated and
dependent economic societies | 551 512 0 0 0 0
Bonds of state, municipal and
foreign organizations 555 513 0 0 0 0
Bills 560 514 0 0 0 0
Other 565 515 0 0 0 0
Total 570 520 0 0 0 0
INQUIRIES on the financial
investments having current
market cost, change of cost
as a resuit of updating the
estimation 580 521 0 0 0 0
6. Charges on usual kinds of activity (on elements of expenses)
Code
of |Code of ’
The name of parameter | - For fiscal year For the last year
indica| line
tor
1 1a 2 3 4
Material inputs 710 601 (4 397 155) (2 788 565)
Expenses for thepayment 720 602 (4 219 092) (3 530 155)
Deductions on social needs 730 603 (1 264 868) (1094 401)
Amortization 740 604 (1673 367) (1070 538)
Other expenses 750 605 (1 804 501) (1 969 288)
Total on elements of
expenses 760 610 (13 358 983) (10 452 947)
Change of the rests ( gaining
[+], reduction [-]): of the work in
rogress 765 621 (12) (103)
charges of the future periods 766 622 110 544 122 508




fromit: objects of the fixed assets 715 0 0
securities and other financial

investments 716 0 0
other property 717 0 0
other 718 0 0
Maintenance given - total 720 10 098 622 15 854 001
including: guarantees of the third

parties 721 3573 365
bills 722 0
pledged property 723 10 098 622 12 280 636
from himit: objects of fixed assets 724 10 098 622 12 280 636
securities and other financial

investments 725 0 0
other property 726 0 0
other 727 0 0

8. state help

Code
of | Code of ) For the similar
The name of parameter indicat| line For the fiscal year period of last year
or
1 1a 2 3 4
budgetary funds received in
accounting year - total 910 810 200 3403
including: Means for financing the
capital charges 811 200 3403
Means for financing the current
expenditures 812 0
Code
The name of parameter of [ Code of| By the beginning of received for the returned for the | By the end of the
indicat| line fiscal year accounting period | accounting period |accounting period
or
1 1a 2 3 4 5 6
Budgetary credits - total 920 820 0 0 (0) 0
Means for financing the capital
charges 821 0 0 (0) 0
Means for financing the current
expenditure 822 0 0 (0) 0

The head

(signature) (decoding of the signature)

The chief accountant

(signature) (decoding of the signature)
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Public joint-stock company
" Southern telecommunication company "
Location: 350000, Krasnodar, Karasunskaya street. , 66.

Dear shareholder!

We inform you, that on June, 30, 2005 at 11:00 Moscow time to the address: Krasnodar, Karasunskaya street., 66,
will take place in the form of joint presence of shareholders the annual general meeting of shareholders of the open joint-stock
company " Southern telecommunication company ".

Registration of shareholders will be spent on June, 30, 2005 from 9:00 Moscow time to the address: Krasnodar,
Karasunskaya street., 66.

Conducting the register of owners of nominal securities is carried out by Joint-Stock Company "Registrator-Svyaz",
the address: 107078, Moscow, Kalanchevskaya street. 15A, tel- fax: (8095)975-3605, the address of e-mail: regsw@asvt.ru.

The list of the persons having the right to participation in the annual general meeting of shareholders, is made on the
basis of the data of the register of shareholders by May, 11, 2005.

The agenda of annual general meeting of shareholders includes:
1) Approval of annual report, annual financial accounts including income statement and distribution of profits and
losses on the basis of the reported fiscal year 2004 financial results.
2) Approval of 2004 dividend size, its payment form and schedule under each category of shares.
3) Election of the members to the Company’s Board of Directors.
. 4) Election of the members to the Company’s Auditing Commission.
5) Approval of the Company’s Auditor for the year 2005.
6) Determination the size of annual remuneration to be paid to the members of the Board of Directors.
7) Introduction of amendments and additions to the Company’s Charter.
8) Introduction of amendments and additions to the Company’s Statute on the Board of Directors.
9) Introduction of amendments and additions to the Company’s Regulations on the procedure for conducting a
General Shareholders’ Meeting.

10) Termination of the Company’s participation in the Association of Telecom Companies of the Volga Region, the
Iskra Association of Federal Business Service Network Operators, Union of communication equipment
manufacturers and consumers.

In all questions of the agenda of annual general meeting shareholders and shareholders — owners of ordinary shares of
the Society have one vote.

You can familiarize with the information about all questions of the agenda of annual general meeting of shareholders,
by the begining of 30.05.2005r., to the address: 350000, Krasnodar, Karasunskaya street, 66, ph. (861) 253-43-60, and also on
Internet site of the Society : http://www.stcompany.ru and at the location of branches of the Society:

- " telecommunication of Republic Adygea ": Republic Adygea, Maikop, Jukovsky street, 22a, ph. (87722) 2-17-83;
- "Svyazinfrom" of the Astrakhan area ": Astrakhan, nep. Theatrical, 7/8, ph. (8512) 22-18-30;

- "Volgogradelektrosviyz": Volgograd, Mira street, 9, ph. (§442) 33-64-01;

- "KabBalktelekom": the Kabardino-Balkarian Republic, Nalchik,Shogentsukova street, 14, ph. (86622) 2-21-02;

. "Telecommunication" of Republic Kalmykia ": Republic Kalmykia, Elista, Lenin street, 255, ph. (84722) 6-12-80;
"Karachaevo -Cherkeskelektrosvyaz": Karachaevo-Circassian Republic, Cherkessk, Soyuzny street, 17, ph. (87822)
5-43-88;

- "Rostovelektrosvyaz": Rostov - on-Don, Bratsky street, 47, ph. (8632) 44-22-01;

- "Sevosetinelektrosvyaz": Republic Northern Ossetia - Alania, Viadikavkaz, Butyrina street, 8a, ph. (8672) 53-44-21;
- "Telecommunication" of Stavropol territory ": Stavropol, . October revolution street, 10/12, ph. (8652) 35-11-12;

- "Yugtaxofon": Krasnodar, Klubnaya street, 12, ph. (8§612) 54-28-10;

- " The center of new technologies ": Krasnodar, Krasnaya street, 59, ph. (8612)62-05-53;

" The industrial practice center ": Krasnodar, Industrialnaya street, 1, ph. (8612) 68-96-19.

The information for ADR owners is placed on the English Internet site of the Society : http://www.stcompany.ru, and can
be fined also by the address: www.adr.com

The shareholder (the representative of the shareholder) has the right to vote ahead of schedule, having directed properly
filled bulletins for voting to the address: 350000. Krasnodar, Karasunskaya street, 66. The voices submitted by bulletins for
voting, are taken into account at the definition of quorum and summarizing of voting under condition if their reception by the
Society took place not later than two days prior to the date of carrying out the assembly, i.e. not later June, 28, 2005 inclusive.

If the voting will be carried out by proxy by means of the bulletin for voting in joint-stock company, it is necessary to
apply the power of attorney on the basis of which the representative operates , or it properly certified copy, or other document
confirming the rights of the representative to operate without power of attorney on behalf of the shareholder — the legal
person.

When coming to the annual general meeting of shareholders shareholders should have the document, certifying the
person, and the bulletins for the voting, received by mail.

The shareholder having the right to participate in assembly, can direct a representative for the participation in the assembly




Powers of representatives of shareholders — physical persons should be confirmed with the power of attorney certified
notarially, or in an other way established by the Civil code of Russian Federation.
Powers of representatives of shareholders ~ legal persons should be confirmed with the power of attorney which has been

made out properly, or with the document confirming the rights of the representative to operate without the power of attorney on
behalf of the shareholder - the legal person.

Phone : (861) 253-43-60 Board of directors



Distribution of the profits of PJSC "UTK"

(including annual dividends for the year 2004)

1. Basic directions of the use of undistributed profit in 2004.

The year2004
Ne The name of parameters unit. authorized by | The report
Ne the general
meeting of
shareholders
1 2 3 4 5
1. | Undistributed profit of fiscal year Thousands 1 080 437 1 080 437
of roubles.
The basic directions of use of the undistributed profit of fiscal year:
a) | for covering the losses of the last years - -
b) | for the formation of a reserve fund Thousands - -
of roubles.
in % to net profit
%
¢) | for the formation of a special fund to create | Thousands - -
shares for Society workers (if its formation | of roubles.
is stipulated by the constituent documents)
in % to net profit
%
d) | for the payment of dividends % 348 438,6 348 438,6
in % to net profit 32,25 32,25
e) | to increase the share capital regarding the 731 998,4 731 998,4
undistributed profit of fiscal year Thousands
in % to net profit of roubles. 67,75 67,75
%
2. The basic directions of distribution of the undistributed profit planned for 2005.
The year 2005
NeNe The name of parameters unit. planed
1 2 3 4
1.} Undistributed profit of fiscal year Thousands of 276 649,0
roubles.
The basic directions of the use of undistributed profit of fiscal year:
a) | for covering the losses of the last years Thousand of -

roubles.
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in % to net profit roubles.
%
¢) | For the formation of a special fund to create shares | Thousands of -
for Society workers (if its formation is stipulated roubles.
by constituent documents)
in % to net profit
%
d) | For the payment of dividends Thousand of 553284
roubles.
in % to net profit 20,00
%o
e) |to increase the share capital regarding the | Thousand of 221 320,6
undistributed profit of fiscal year roubles.
in % to net profit 80,00
%
3. The order of payment dividends for the fiscal year 2004:
No Name of parameters Unit of Check,
measurements| roubles.
1 Net profit (unallotted profit of the accounting period) roubles. 276 649 000
2 [The sum of the net profit directed to the payment of
dividends under preference of shares of type A roubles. 27 677 162,83
The same in % to net profit 10,00443%
3 |Amount of preference shares of type A - total, including pieces 972 151 838
2)On the balance of the Society pieces 0
b) Amount of preference shares of type A, of dividends
accepted for calculation pieces 972 151 838
4 Size of the dividend per one preference share of type A roubles. 0,02847
The same in % to the face-value % 8,63%
5 |Sum of the net profit directed to the payment of dividends
of ordinary shares roubles. [27 651 191,08
The same in % to net profit % 9,99504%
6 Amount of ordinary shares- total, including pieces [2960 512 964
a) On the balance of the Society pieces 0
b) Amount of ordinary shares accepted for the calculation
of dividends pieces 2960 512 964
- beloning to state ownship pieces 0
- belonging to OJSC " Svyazinvest " pieces |1 150 670 705
7 Size of the dividend per one ordinary share roubles. 0,00934
The same in % to the face-value % 2,83%
TOTAL in sum for the payment of dividends roubles. |55 328 353,91
The same in % to net profit % 20,00%

a) 0.02847 rubles per a share on the preferred stock in a monetary form on August

29, 2005 at the latest;
6) 0.00934 rubles per

NN~ PR |

a share on the ordinary stock in a monetary form on
1 "
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Information about the Auditor

Full registered name: «Ernst & Young» LLC.

Location: Sadovnicheskaya Nab., 77, bld. 1, Moscow, 115035, Russia.

State registration: Ne 108.877 of 1027739707203 series, issued by Moscow Registration
Chamber on August 30, 1994

License for audit services including general and bank audit as well as audit of insurance
companies, funds and exchanges Ne E002138, stated by the Order No223 of Ministry of Finance
of the Russian Federation on September 30, 2002, period of validity - 5 years.



Draft of amendments and additions to the Company’s Charter.

item 12.12. of Article 6 shall be stated as follows: «12.12. The message on carrying out
the general meeting of shareholders should be directed to each person specified in the list of
persons, having the right to participate in general meeting of shareholders, by the certified mail or
is handed to each of the specified person, or published in the printed edition: « the Russian
newspaper »;

subitem 16 of item 13.4 Article 13 shall be stated as follows: «16) the statement of
internal document determining the procedures of internal control over financial and economic
activity of the Company»;

subitem 36 of item. 13.4 Article 13 shall be stated as follows: «36) the decision on the
questions attributed to the competence of general meetings of the commercial organizations
participants in which the unique participant, possessing the vote at the general meeting of
participants, is the Company»;

subitem 38 of item. 13.4 Article 13 shall be stated as follows: «38) the statement of the
internal documents (document), determining the way of disclosing the information about
Company, the order of the use of confidencial information about Company activity , its securities
and transactions with themy;

item 13.4 Article 13 shall be added with new subitem 41 as follows: «41) the statement
of procedure of management of risks in the Company»;

subitem 34 of item 13.4 Article 13 shall be stated as follows: «34) Decision-making on
participation of the company in other organizations (the introduction as the participant, the
termination of participation, change of the size of a face-value of a share of participation, change
of quantity of shares or a face-value of the shares belonging the company) by purchasing, saling
or other alienation of stocks, shares and-or parts of shares, and also by entering additional
contributions into authorized capitals of other organizations»;

subitem 2 of item 14.4 Article 14 shall be stated as follows: «2) the decision of the
questions attributed to the competence of the supreme management bodies of the
noncommercial organizations, the unique founder (participant) of which is the Company, except
for the noncommercial organizations in which the supreme management body of them is formed
without participation of the founder (participant)»;

subitem S of item 14.4 Article 14 shall be stated as follows: «5) Preparation of materials
and projects of decisions on the questions to be cosidered at Company directors Board , except
the questions initiated according to the legislation of the Russian Federation and Company
Charter with the indication of concrete terms of their consideration by directors Board , making
impossible their preliminary consideration at Company Board , and also in case of necessity of
acceptance of a emergency decision on the questions which are taken into consideration by
Company directors Board as agreed with the chairman of Company directors Board»;



Draft of amendments to the Company’s Statute on the Board of Directors.

Subitem 3.2.4 of item 3.2 Article 3 of Statute shall be stated as follows: «3.2.4. not to
disclose becoming to him known during the execution of functions of member of directors
Board the information about Society activity , being confidencial, access to which is limited
according to the legislation of Russian Federation and internal documents of the Society»;

Subitem 3.2.11 of item 3.2 Article 3 of Statute shall be stated as follows: «3.2.11. in
writing form to inform the directors Board about the fact of possessing of Society shares, about
the intention to make transactions with Society shares, its affiliated and dependent societies, and
also about the effected transa