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The Auditing Commission, consisting of S.N. Kushakov, its Chairman, and N.S. Zhmurenko and E. Zoldan, authorized by the Joint General Meeting of Shareholders of MTS CJSC and RTC CJSC, which were MTS OJSC's predecessors in title (Protocol dated 19 February 2000), has performed an audit of the Company's Annual Performance Report, Balance Sheet, and Profits & Losses Statement as to their validity and conformity with the legislation governing accounting and bookkeeping of the Russian Federation.

A selected audit of account books, accounts, source documents, general ledgers, and annual accounting statements including annexes was performed.

In 2000, the Auditing Commission performed a selected audit of financial and economic activities, supervised the legal activity condition, and controlled results of the economic activity of MTS OJSC.

The Auditing Commission paid special attention to ensuring that responsible persons of MTS OJSC observed all requirements of current legislation regarding the execution of financial transactions. Comments and remarks concerning the execution of agreements and accounting source documents were incorporated by fulfillment.

MTS OJSC, which was registered with the State Chamber of Register on 1 March 2000, was established by merging Mobile TeleSystems Close Joint Stock Company with the Russian Telephone Company CJSC on the basis of a protocol approved by the Joint General Shareholders meeting on 19 February 2000 (№ R-7882.16). The Company operates under the Charter approved by the Joint General Meeting of Shareholders of Mobile TeleSystems CJSC and the Russian Telephone Company CJSC dated 19 February 2000.

Mobile TeleSystems OJSC is a legal entity and has settlement and other banks accounts in Russian rubles and foreign currency. During the relevant accounting period, the Company complied with the accounting policy of the Company established for the year and the account books approved by the Ministry of Finance of the Russian Federation.

MTS OJSC's primary activities include: 

· cellular radio phone communication services; 

· telematic services; 

· leasing communication channels; and 

· national and international communication services.

The Company's accounting policy was approved by Order No. 1 issued by MTS OJSC President on 5 January 2000. This order was executed in conformity with requirements of the Federal Law № 129-FZ on Accounting Activity, dated 21 November 1996; Decree № 283 issued by RF Government on 6 March 1998; and Regulations governing accounting principles in the Russian Federation, approved by Order № 34n of the Ministry of Finance of RF on 20 July 1998. The Company's accounting policy was not changed during the year.

As a result of audit, the Auditing Commission concluded the following :

During 2000, the authorized capital of the Company was increased by RUR 35,879,869.80 and, as of 1 January 2001, was equal to RUR 199,332,613.80, divided into 1,993,326,138 common registered shares with a par value of RUR 0.1 each.

Analysis of the financial balance indicated a stable financial condition for the Company.

In 2000, MTS OJSC purchased 20% of shares in Rosico Close Joint Stock Company, which in the aggregate with the 80% of shares it already owned in Rosico Close Joint Stock Company, was equal to 100% of Rosico CJSC shares, and 51% of shares in Mobile Communication Systems Open Joint Stock Company.

The property of the Company includes fixed assets, current assets, and other assets, the cost of which is included in the Company's balance sheet.

The following results were achieved by MTS OJSC in 2000: 

· Net profit was RUR 4,999,419,000. 

· Proceeds from the sale of products, works, and services was RUR 15,791,147,000. The cost of sold products, works, and services was RUR 8,145,435,000. 

· MTS OJSC's income increase was primarily due to an increase in the number of the Company's subscribers to a total of 1,200,000. This increase was the result of marketing and advertising policies appropriately developed and efficiently carried out, an expansion of geographic areas covered by the Company's services, an expansion in the scope of services provided, an improvement in the quality of communications, and an improvement in the materials and technologies used by the Company.

MTS OJSC has an agreement to use the services of the Arthur Andersen ZAO CJSC, which acts under the License for auditing activity № 006000 dated 18 July 2000, issued by the Ministry of Finance of the Russian Federation.

Auditing Commission Opinion

On the basis of audit results, the Auditing Commission has come to the conclusion that the Performance Report on Economic Activity in 2000, the Balance Sheet, and the Profits & Losses Statement presented by the Company do not include any misrepresentation and that the information provided in these documents is true. The Auditing Commission recommends that MTS OJSC's financial statements for 2000 be approved by MTS OJSC's Annual General Shareholders Meeting with the balance amount of RUR 20, 996,005,000.

At the same time, the Auditing Commission, on the grounds of audit results, recommends that MTS OJSC, in 2001, develop and approve the Plan of Measures for Tax Code Provisions (Section 2) and the new account books to be used by the Company.

S.N. Kushakov
Audit Committee Chairman

All contents copyright. © 2004 Mobile TeleSystems OJSC. All rights reserved. For the rules and conditions of use of this web site, see «Rules and Disclaimers». Licenses Numbers 4817, 5544, 5607, 5608, 5964, 5965, 6731, 8233, 9830, 10004, 10014, 10015, 10020—10024, 10165, 11030, 14452—14457,14462—14465, 15693, 16944, 16945, 17200, 18808—18811,19425—19427, 19628, 19751, 20382, 22744, 24134—24136, 24791, 29524, 29525, 30255—30268 issued by the Communication and Informatisation Ministry of the Russian Federation to MTS OJSC and its subsidiaries. Product is certified. 

E-mail: info@mts.ru, telephone: (095) 766-0177
