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AUDITOR'S REPORT
To the shareholders and the Board of Directors of Open Joint Stock Company “OGK-6":

1 W have audited the accompanying combined and consolidated balance sheet of QJSC
"OGK-B" and its subsidiaries (the “Group’) as of 31 December 2003 and the related
combined and consolidated statement of income, of cash flow and of changes in equity for
the year then ended. These combined and consolidated financial statements as sel outon
pages 3 to 24 are the responsibility of the Group's management. Our responsibility is 1o
express an opinion on these financial statements based on owr audit. The comparative
financial stataments of the Group as of 31 December 2004 were not audited by us of any

other auditors

2 We conducted our audit in accordance with International Standards on Auditing. Those
Standards require that we plan and perform the audit to obtain reasonable assurance
ahaut whether the combined and consolidated financial statements are free of material
misstatement.  An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that aur audit provides
a reasonable basis for our apinion,

3 In our opinion the accompanying combined and consclidated financial stalements present
fairly, in all material respects, the financial position of the Group as of 31 Decamber 2005,
and the results of its operations and its cash fiows for the year then ended in accordance
with Intermational Financial Reporting Standards.
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Moscaw, Russian Federation
15 December 2006

The firm i an Authorized ficenses of the tmdsngma and boga af Pricawaberhouselaspes



DGH-6 Group

Combined and Consolidated Balance Sheet as at 31 December 2005

(in Ihousands of Rusalan Roubles)

31 Dacember 2004

Hotes 31 Decambar 2005 [Unaudited)
ASSETS
Non-current assels
Proparty, plant and eguiprienl B 19,511,244 18,341 BES
CHhar non-clmant a5sels B2, BE0 14 140
Total non-current asaels 18,574,104 18,376,005
Current assets
Cash B 208,085 172,237
Accounls recaivatio and prepayments T 1,801,308 1,408 432
Invariones g 1,875,640 1917 ATT
Daher currenl assels 177,963 184,983
Total curreni assats 3,862,910 3,884,119
TOTAL ASSETS 23,437 014 23,060,124
EQUITY AND LIABILITIES
Equity
Oirdinary shares {naminal value RR 23,008 million) ] 23,008,617 F3008817
Unpaid shana capial - (21,075}
Margar resaive (8,575.293) (8.575,263)
[Ratainad sarmings {603,178} (338,856}
Total oquity 12,834,146 13,073,381
Hen-current labliities
Diedesresd Ban llablitias 10 2478077 2,676,757
Mon-clarent dabi 11 273,030 219,313
Restructured {axes 12 271,140 1,427 803
Pansion liabilfies 13 104,719 207 705
Other nan-current liabiliies 77,814 104,311
Total non-current Habilites 3,298 840 4,635,609
Currant liabdlities
Currmnt debl and currant pedtion of non-current deb 14 4,805,364 2,567,561
Accounts payable and accrusts 15 1,863,768 2,160,554
Currant incoma Lax Habfites 10,068 TO461
thar taxes ] 18 A28,808 562,124
Total cumant labilities 7,308,028 5,551,044
Total Habilities 10,606,968 9,086,733
TOTAL EQUITY AMD LIABILITIES _2p4aTd 3,080,124
Direcior Genaral W Sanka
Daputy Direcior Genaral for Finance AN, Selyakoy

The accompanying NEes on pages 7 to 24 are an infegral par of Ihess combined and consalidaied financial stalements



OGK-6 Group
combined and Consolidated income Statement for the year ended 31 December 2005

{in thowsands of Russian Roubles, excepl far aarmings per prdinary &hare infanmigtion]

Yoar ended
Year ended 31 31 Decomber 2004
Hols Decembar 2005 [Unaedited)
Revenuas 17 18,645 (0 16,337 423
Ciperating aepenses 18 {15944 GRA) (15.333,363)
Diher opesaling income 19 80,274 285,758
Operating prefit 550,685 1,268,789
Finance cosls 20 [560,254) [452 634)
Profit balors e 1,340 BT, 166
Total incorms tax benelil | (charge] 10 56,023 [ ]
Profit for the year 57,383 178,E48
Afiribulabla bor
Shareholders of 0JSC «0GK -G 57,363 176,848
Earnings per ordinary share for prafit attributable 1
the sharaholders of OJ3C OGK-G - basic and diluted
{in Russkan Roublas) 21 0,0025 00077
Direckor General WAL Sanka
AN, Selyaloy

Deputy Director Geraral for Firance

The accompanying hates on pages 7 ba 24 are an integral part of thess combired and consolidated financial statamants
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DGHK-B Group
Combined and Consolidated Cash Flow Statement for the year ended 31 December 2005
fin thousands of Russian Routies)

‘Year andad
Year endead 3 Decembar 2004
Motes 31 Decembar 2005 { i mariadli i
CASH FLOW FROM QDPERATING ACTIVITIES:
Profit before incoma tax 1,340 817,155
Adjusiments for non-cash ibems:
Dieprecaation 5 27MTT 1,828,820
Loss an gispesal of propery, plant and aguipmant 7,819 18,278
Prowvisan for mpaiment of accounts recaivable 1B 31,688 25257
Prowvizian for mgaiment of imsaataries 3 i BZ1 3,485
Trade gayables witlen-off (12,526) -
Inleesl axpensas and affect of dscounling 20 555 254 452 634
Forgiveness of tax penallies 12 [B20.410) (87264}
Operating cash flows before working capital changes
and me tax paid 2,742,835 3,306,314
Working capial changes:
{Increase} | decrease in accounts recaivatia and prepayments {78,585 116,540
(Increase) | decrease in invantonas (102,864) 270,038
Increass in oiher cumant assets {4B30) {164 470}
Decraase In ocounts payatie and accruals (163,955) (385 B8]
Decraass In laxes payable, other (kan incoma tex (&59, 5T 1196 835)
Income 1ax paid in cash (250, 168} 1328.078)
Mat cash genarated from oparating activities 1,407,125 2,628,611
CASH FLOW FROM INVESTING ACTIVITIES:
Purchase of prapedy, plant and equipment and olber non-curment
asgels (£.BF7. 107 {2,643, 562)
Proceeds from sabe af gropary. plant and equipment and oihad
_non-eurrant asssis 4577 21,000
Met cash used in Investing activities i2,E672.530) {2,622 582)
CASH FLOWS FROM FIMANCING ACTIVITIES:
Procesds rom long-tesm Bormowing Qg7 679 ar.3x
Repaymen af lang-tam bomowing (53T, 800) (273,000}
Procaads from shost-term barmawing 10,717,383 5504112
Aapayment of shart-barm bormowing (B, 7ET,018) {4,859, 065]
Seitement of gesviously unpaid capial 21,075 =
Divadend pad by tha Group {333,187) (196,287}
Irdesasl paid {456, O8] (344 136}
et cash genarated from financing activities 1,601,267 78,951
Increase in cash and cash equivalents 38 B3 82,8580
Cash and cash aguivalents at the beginning of the year 172,237 A5 25T
Cash and cash egquivalents at the end of the year 208,088 172,237
- V.M. Sanke

Directar (zeneral

Deputy Divector Ganeralfor Financa. ( e ; AN, Selyakow
---__. - r

The accampanying nates on papes 7 la 24 are an integral part of these combined and consolidated financial statemenls



OGK-E Group

Combined and Consolidated Statement of Changes in Equity for the year ended 31 December 2005

iim ihousands of Hussian Roubiza)

Ordinary shara Unpald Merger Retained
capital share capital FEEEME BEFNINGS Tatal

AL January 2004 |Unaudited) 23,008 617 (21,075) [8,6575,293) - 13,412,248
Prodit for {he yeas 176,649 176,848
Dwvidands {515,707 (E15.707)_
At 3 Decembar 2004
[Unaudited) 23,008,617 {21,075 {9,575,283] [338,858) 13,073,391
Profit far the year 57363 57353
Cash conlribuban - 21,078 - : 21,075
Dividends - - (A21.883) (321,663
At 31 December 2005 23,008,817 [9,575,293) (603, 17TH)  1LB30,146

* Tha amaount of iofal recognized inceme Tor the yaar is aqual o prafi for the year.

Director Genaral WM. Sanko

L AN Salyakey

Depuly Director Genaral for Finance

P L e
! e : 1
fhﬁ_f{-—fj“ "";

The accompanying Acles an pages 7 to 24 am an inegeal pan of these combined and consolidated financial stalements



QGHK-§ Group
Notes to Combined and Consolldated Financial Statements for the year ended 31 December 2005
fin thoisands of Russian Rouies)

Mote 1. The Group and its operations

Open Joint-Stock Company “The Sixth Generation Company of the Wholesale Power Markat” (CUSC "DGE-E" ar
“Company’) was astablished on 17 March 2006 within the frarmewark of electricity sector restructuring according 1o
the Resolution of the Managemant Board of RAD *UES of Russia® dated 16 March 2005,

0JSC "0GK-8" and #s subsidiaries form the OGK-8 Group (the “Group”). All the subsidianes are disclosed In Note
26.

The Group specializes in eleciricity, heat generation and sales at the established tariffs and in accordance with the
dispatch plans of electricity and heat loads.

The Company's reglsterad office is located at 40, Bolshaya Sadovaya st Rastav-on-Chon.

The Company has a Head office in Moscow (21 Mytnaya st, 115182, Moscow) which was sel up following
Cecision Mo. 1 of the Board of Dinectors of 1104 2005.

Operating environment. Whilst there have been improvements in aconomic trends in the Russian Federation, the
country continues to display some characteristics of an emerging market. These characteristics includa, but are not
limited 1o, the existence of a currancy that is nat freely convertible in most countries outgide of the Russian
Federation and relalively high inflation, The tax, currancy and customs legisiation within the Russian Federation is
subject to varying interpretations and changes. which can occur frequently.

Relations with the siate and current regulation. As al 31 December 2005 the Russian Federation owned
§% 7% of the shares of OAD RAD Russian Open Joinl-Stock Company for Energy and Electrification Unified
Energy System of Russia (RAQ “UES of Russia”). In turn, as at 31 December 2005 OAQ RAQ "UES of Russia®
owned 100% of the OJCE "OGK-6",

The Govemnment of Russian Federation direclly sffects the Groups' operations through regulation by the
Federal service on tariffa ("FST™, with respect to its wholesale energy sales, and by the regional services on
tariffs ("RSTs"), and with respect 1o It retail electricity and heat sales. Tariffs which the Group entitiss may
charge for sales of alectricity and heat are governed by regulations specific to the elactricity and heat indusiry
and by regulations applicable to natural menepelies. In practics tariff setting is greatly effected by social and
political factors, which entails a significant delay in decisions making on the increase of farifis or their
insufficient increase.

As a condition fo the privatization In 1892, the government of Russian Federation imposed an phligation on
Group entiies to provide connection for the supply of eleciricity and heating to customers in Russian
Federation.

The client base of the Group is a large number of enterprises that are controlied by or related 1o he state.
Mareaver, the state controls a number of the Group’s fuel suppliers.

Regulatory issues and sector restructuring. The Russian electric wtilites industry in general and ihe Group
in particular are presently undergoing a reform process designed 1o intreduce competition into the ebecircity sactor
and to create an environment in which the Group and its successor companies can raise the capltal required o
maintain and expand current capacity.

« The regulastory framework goveming the process of reforming the Russian Federation electric utiliies
industry and the funcliening of the industry, beth during the transition period and subsequant b the
completion of reforms, is set forth in the following kegislation: Federal Law No. A5-FZ of 28 March 2003
"On tha Electric Utilities” and Federal Law Mo. 38-FZ of 26 March 2003 "On the Spacifics of the
Funclioning of Electric Utiities During the Transiflon Period and (he Introduction of Amendmenis fo
Certain Russian Federation Legislative Acts and the Invalidaion of Certain Russian Federalion
Legislative Acts in Connection with the Adoption of the Law “Oin the Electric Utlities of the Russan
Federation”

+  IniJune 2003 the governmen [ssued Resolution Mo, 1254-r "On formation of ganeratian companies of the
wholesale slectricity markel® which approved composition of wholesale generaling companies of the
wholesale electricity market, including a list of the four power plants 1o be contributed into the Group

« in October 2003, the Russian Federalion Government issued Resolution No, f43 “On the Rubes for the
VWholesale Electricity (Power) Market during the Transition Peried™. According to the rulas adopled, thera
will b bwe sectors within the Federal Wholesale Electricity (Power) Markel: regulated frading sector and
free trading secior. Wilhin the free trading seclor, electricity suppliers will be able to sell alectricity
generated with the use of facilities and equipment that accounts for 15 parcent of the working capacity.
Eince Movember 2003, the non-commercial partnership “Trade Systerm Administrator of the Wholesala
Eleciricity Markel®, in accordance with the rules for the wholesale electricity (power) markel during the
transition period, has been holding electricity bidding in the free trading sector. According to the laws
undarlying the electric utilities reform, subsequently free trading will be exlended over the whobke volume of
brading.

+ As part of reforming of the operation of the wholesale slectricily (power) market in August 2008 the



OGK-6 Group
Motes to Combined and Consolidated Financial Statements for the year ended 31 December 2005
fin Ihpusands of Russian Routes)

Government issued Resolution No. 529 "On the Improvement of the Opesation of the Wholesale
Elaciricity Market” which Intreduced changes in the Rubes far the Wihokesale Electricity Market during the
Transition Period from 1 September 2006. Effactive as of September 2006 there will be changes in pricing
and aboktion of fimitation on sale of power in the free rading sactor. Specifically, the Fesclution stipulates
a gradual reduction (5% to 15% per annum) of the share of electricily sales on the wholesals market at
requlated prices (tariffs) and a comresponding increase of trading of electricity at free market prices

e  As gt 28 May 2003, the Board of Diractors of RAD UES of Russia approved a “"Concept of RAD UES of
Russia strategy for the period from 2003 through 2008°. In February 2006 the Board af Direciors
approved an Appendix to the Concepl of RAC UES Sirategy "Generating companies of the Wholesale
Eleciricity Markat {OGKs)". This document provides a detailed descriphion of the major changes thal are
planned to take place in respect of wholesale generation companies during the electric utilities reform
program. n accordance with this Concept, RAD LUES of Russia la developing the first stage of its own
regrganisation which assumes a spin-off of 2-3 generating companies wilh proportional disiribution of
shares of the separated companies batween the shareholders of RAD LES of Russia.

A1 this time, the impaet of the industry changes on both the financial results and position of the Group cannot be
readily assessed because the specific, detailed rechanisms to effect the restructuring are still being detarmined.
Accordingly, no provision has been recognised for the effects of the restrucluring process.

Mote 2: Financial condition

A% al 31 December 2005, the Group's current liabilities excesded jts currenl assets by RR 3445115 (A1 3
December 2004 RR 1,868, 928),

The Group is affected by government policy through the conirol of tariffs and other factars. The RSTs do not
ahways permit tariff increases in line with Increases in (he Group's costs and thus some Lanfis provide insufficiant
coverage for all the costs of generation and distribution of the praduct. Moraowver, Ihese tariffs consider costs only
af @ Russian statutory basis and, thersfore, exclude edditional costs recognized under an IFRS basis aof
accounting. As a result, tariffs often do not allow for a consistently adequate retumn on investment and at the
currant state of affairs the tanfis do not provide sufficient funds for the full replacement of property. phant and
pquipment. Furthermore, the Group has also experienced difficullies raising the finance for fhe necessary
investment in generation, transmission and distribution aesets.

Group management has been faking the follewing actions in order to address the lasues noted above, and to
improve the Group's financial standing:

« introduction of improved financial budgeting proceduras; @ strong focus on Himely cash collection of
currenl and old debtor balances; restructuring of liabilties for repayment over a lzriger pariod;

« negotistions with federal and regional govemments and regulators for real value increases in tanfiz 1o
support adequate long term investment into the Group's genaration, franemission and distribution assets;
and active participation in the restruciuring of the electricity seclor (see Mote 1).

Management of the Group believes that ulimately a stable requlatory regime and & compefitve power marked will be
put in place such that the Group will be able to rase needed capial to sustain the business. However, there can be mo
assurances |n this matter.

Wote 3: Basks of preparation

Statement of compliance. These combined and consclidated financial slatemants (*Financial Statements™) have
heen preparad in accordance with International Financial Reporting Standards ["IFRS").

Each Group entity individually maintains ils own books of accounts and prapares (s statutory financial statemants in
accordance with the Regulations on Accounting and Reporting of the Russian Federation {RAR"), The accompanying
Financal Statements are based on the statulory records and adjusted and reclassified for the purpose of fair
presentation in accordance with IFRS.

Functional and presentation currency. The naional currency of the Fussian Federation is ihe Russian Rouble ("RE),
which i the functional currency of each of the Growp's entities and the currency in which these Financial Stalements
are presented. Al financial information presented in RR has been rounded 1o the nearest thowsand.

Inflation accounting. Prior to 1 January 2003 non-monetary assels acquired and non-monetary liakdiities incurred o
assumed have been adjusted for the changes in the general purchasing power of the RR In accordance wilh
International Accounting Standards 29 ("IAS®) ("Financial Reporting In Hyperinflationary Economies"). A5 29 requires
that the financial statements are prepared in the currency of a hyperinflationary economy 10 be stated in terms af the
measuring curment unit at the balance sheet date. As the characteristics of the economic environment of the Fussian
Federation indicate that hyperinflation has ceased, effective from 1 January 2003 the Group no longer applies the
provisions of IAS 29, Accordingly, the amounts expressed in the measuring unit current at 31 December 2002 are
treated as the basis for the camying amounts in these finencial statements.

Predecessor Accounting. Transfar of business for electricity and heal generation by the parent company to the



OGK-6 Group
Notes to Combined and Consclidated Financial Statements for the year ended 31 December 2005
(i thousands of Rusakan Roubles) =

Group is a fransaction between entibes undar the commen control, The Group accounts for such transactions using
the pooling of interest method, undes which the assats and lisbfities transferred are apcounted for ab the amounts at
which they were carmied in the ERS accounts of the predecessor entity (0AD RAD "UES of Russia™). Under tha
poaling of interest method the businessas ansfemed are sccounted for as if thay were always owned by the Group.
Any diffarence between the carrying amount of net assets contributed and the nominal value of share capital issued is
accounted for in these financial stataments as an adjustmaent 1o aguiy.

New accounting developments. During the period Decamber 2003 1o Seplember 2006, the Intemnatienal
Accounting Standards Board ["1ASE") made 26 revisions 1o its standards and issued 7 new slandards. In sddition, the
Indemational Financial Reporting Interpratations Cammittes IFRICT) isswed ten new interpretations, one of which
was subsequently withdrawn

wWith effect from 1 January 2005, the Group adopted all of those IFRS, which are relavant lo its oparations and ara in
force as at 31 December 2005,

The following new Standards and Interpretalions are not et effective and hava nol been applied in
preparing these Financlal Statements:

.  Amendment to IFRS 1 *Firsidime Adoption of Intemational Financial Reporing Standerds” and IFRS &
"Exploration for and Evaluation of Mineral Resources” {effective from 1 January 2006). This minor
armendmant to IFRS 1 clarifies that the IFRS & comparative information exemption applies to the
recognition and measurement requirements of IFRS 6, as well as the disclosure requirgments.

« IFRS 7 “Financial Instruments: Disclosures’, which is effective for annuai periods beginning on or afler 1
January 2007. The Standard will require increased disclosure about the Group's financial instruments.

. Amendment to A5 1 “Presentation of Financial Staterments — Capital Disclosures”, which is effective for
annual periods beginning on or after 1 January 2007. The Standard will require increased disclosure in

respect of the Group's capital.

. IFRS & "Exploration for and evaluaiion of mineral resourees” which is effective for annual periods
beginning on or after 1 January 2006, IFRS & allows an entity to continue using the accounting policies for
gxploration and evaluation assets applied immediately befors adopting the IFRS, subject io cartain
impairment test requirernants.

. Amendment 1o IAS 19 "Employee Benefils®, which is affctive for annual periods beginning on of after 1
January 2008. The amendment 1o 145 10 introduces an additional option to recognize actuarial gaine and
losses arising in post-ernploymant benafit plans in full directly in retained eamings in equity. It also
requires new disclosures about defined henefit plans and clarifies accounting for a contractual agreemant
hetwean & multi-armployer plan and participating employees

. Amendment to 145 21 "Net Investment in a Foreign Operation”, which s effective for annual periods
beginning on or after 1 January 2006. This amendment requires foreign exchange gains and lo$5es on
guasi-aquily intarcompany loans 1o be reported in consolidated equity even if the loans are nol in the
funchoral currency of either the lender or the bormower. Currently, such exchange differences are required
ta be recognized in consolidatad profit or koss. It also gxtends the definition of net investment in & foreign
aperation o include loans between sister companies

.  Amandment to IAS 30 "Financial Insiruments: Recogmilion and Measurement - Cash Flow Hedge
Accounting of Forecast Iniragraup Transactions”, is effeclive for annual periods beginning on or after 1
January 2006. The amendment allows hedge accounting for the foreign cumency risk of a highly probable
forecast infragroup transaction wiich is denominated in a currency other than the functional currency of
ihe entities entering into that transaction if the foraign curmancy risk will affect consolidated profit or loss.

« Amendment to 1AS 38 "Fmancial Instruments. Recognition and Measurament — Financial Guaranbee
contract”, which is effective for annual periods beginning on or after 1 January 2006, lssued financial
guarantees, other than those previously asseried by the entity 1o be insurance coniracts, will have 1o be
initialty recognized at their fair value, and subsequentty measured at the higher of (i) the unamorized
batance of the related fees received and deferred and (i) the expenditure required to setiie the
commitrmend at the balance sheet date, Different requirements apply for the subseguent measurement of
lsued fnancial guarantees that prevent derecognizing of financial assels or regult in confinuing
involvement accounting.

«  Amendmenl to A5 28 "Financlal Instrments: Recognition and Measurement — The Falr Value Option”,
which i& effective for annual periods beginning on or after 1 Janusry 2008, The amendment reatricis the
designation of financial instruments as “al fair valus through profit or loss”,

« IFRIC 4 "Determining whether an Arangernent Cantains & Lease”, which is effective for annual pernods
beginning on of after 1 January 2006. The Inlerpratation requires certain amangements o be accounted
for a5 @ lease even if they are not in the legal form of a lease.

« IFRIC 5 "Rights to Inlerests ansing from Decommissioning, Restoration and Environmental Rehabilitation



OGHK-E Group
Notes to Combined and Consolidated Financial Statements for the year ended 31 December 2005
{m thousands of Russian Rowblas)

Funds”, which is effective for annual periods beginning on or after 1 January 2008, Subject lo certain
exceplions, this interpretation prohibits offsefting @ Rability for decommissioning cosis with an asset
representing an interest in a decommissioning or similar fund and clarifies measurement of the
reimbursement assai

« IFRIC B “Liabilities arising from Paricipating in a Specific Market - Waste Electrical and Electronic
Equipment’, which is effective for periods beginning on or afler 1 December 2005, that is fram 1 January
2008}, The Interpretation states that a lability shared among market paricipants in proporon 1o thiair
respeclive market share, in particular the liabdity for the decommissioning of historical waste electrical and
elecironte equipment in the European Union, should not be recognized because paricipation in the
market during the measurament perod is the obligating event in accordance with 1AS 37.

« IFRIC T "Applying the Restatement Approach under 143 29", which is effective for periods beginning on or
after 1 March 2008, that is from 1 January 2007, The Interpretation clarifies application of 1AS 28 in the
repodting perod in which hyperinfiation i first identified. It states that WAS 28 should initislly be applied as
if the economy has always been hyperinflationary. it further clarifies calculation of deferred income laxes
in the opening balance sheet restated for hyperinfation in accordance with [AS 29.

s IFRIC &, Scope of IFRS 2, which is effective Tor periods beginning on or after 1 May 2006, that is from 1
January 2007, The interpretation states that IFRS 2 also applies fo transactions in which the enlily
recelves unidentifiable goods or senvices and that such dems should be measured as the difference
between the fair value of the share-based payment and the fair value of any identifiable goods or services

recaived (or 1o be recelved).

s |FRIC 9 "Reassesament of Embedded Dervatives", which is effective for annual periods beginning an or
after 1 June 2008. The Interpretation clarifies thal an entity should assess whether an embedded
derivative should be accounted for separately fram the host contract when the enlity firsl becomes party
to the contact Only If the contact subsequently is significantly modified the entity reassesses whether fo
saparabé oF not,

« IFRIC 10 "Interim Financial Reporting and Impairment” which |s effective for periods beginning on or afier
1 Movernber 2006, that is from 1 January 2007, The interpretation clarifies thal an entity should not
rovesse an impairment loss recognised in @ prewious interim periods in respect of goodwill or an
investment In a financial asset caried al cosl

Unless otherwise described above, the analysis in respect of these new slandards and interpretations has been
carried oul by the Group, and they are not expecied to significantty affect the Group's financial statemants,

Going concern. The Financial Statements have been prepared on a going concem basis, which contemplates the
realization of assets end the salisfaction of Nablies in the normal course of business. The accompanying
Financial Statements do not include any adjustments should the Group be unable to continue &s & going concarm.

Critical accounting estimates and assumptions. The Group makes estimates and assumptions that affect the
reported amounts of assets and liabilities within the next financial year. Estimates and judgments are cantinually
avaluated and are based on management’s éxperience and other factors, including expactations of fulure evenls
that are believed to be reasonable under the circumsiances, Managemant also makes certain jdgementis, apart
from those invalving estimations, in the procass of applying the accounting policies. Judgements that have the
mosi significant effect on the amounts recognized in the financial statements and estimates thai can cause a
significant adjustment to the camying ameount of assets and liabilities within the next financial year include:

Prowision for impairment of accounts recefvabls. Provision for impairment of accounts receivable i based on the
Group's assessment of whather the collectabdity of specific customer accounts worsened compared to prior
estimates. If there is deledoration in & major customer's creditworthiness or achual defaults are higher than the
astimates, the actusl resulls could differ from these estimates.

Provision for impaimnent of other assefs. At each balance sheet date the Group assesses whether there is any
indication that the recoversble amount of the Group’s asseis hes dechined below the camying vahse. The
recoverable amount of property, plant and equipment is the higher of an asset's fair value less costs lo sell and itz
value in use, When such a decline is ideniified, the camying amount is reduced to the recoverable amount. Tha
armount of the reduction is recorded In the combined and consolidated statement of income in the period in which
the reduction is identified. If conditions change and management defermines that the value of an aeset other than
goodwill has increased, the impairment provision will be fully or partially reversed

Tax contingencies. Russian tax legislation is subject 1o varying interpretations and changes, which can occur
frequently. Whare the Group management beleves it is probable that their interpretation of the relevant lagisiation
and the Group's tax posilions cannot be sustained, an appropriate amount is accrued for in these IFRS financial
staternents,

Note 4: Summary of significant accounting policies

Principles of consolidation. The Financial Statements comprise the financial statements of 0JSC £ OGR-Gx and
the financial slatemente of those antities whose operstions are controlled by OJSC «OGK-Bs, Control is

10
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OGHK-6 Group
Motes to Combined and Consolidated Financial Statements for the year ended 31 December 2005
(in thousards of Russian Roubdas)

prasumed to exist when OJSC «OGK-82 controls directly or indirectly through subsidiares, mane than 50 percant
of voling rights.

A) Subsidiares

The financial statements of subsidiaries are included in the combined and consolidatad financial statements from
the date that control effectively commences until the date that control effactively ceases.

B) Transackions efiminated on consoldation

Inter-company balances and transactions, and any unrealized gains arising from inter-company transaciigns, are
aliminated in preparing the combined and consalidated financial statements,

Transfers of subsidiaries from parties under common control. Transfer of businesses from paries under
common confrol are accounted for using the pooling of interast meithod, under which the assets and liabilities
iransferrad are accountsd for at the amounts at which they were carried in the IFRS accounts of the predecessor
entity. The businesses transferred are accounted for as if they were always owned by the Group. Any difference
hetwean fhe camying amount of net assets contribuled and the naminal valua of share capital issved is accountad
for in Ihese financial statements as an adjustment 1o equity.

Dividends. Dividends are recognized as a hability and deducted from equity at the balance sheei date only i
they are declared (approved by shareholders) before or on the balance sheet date. Dividends are disclosed when
they are daclared after the balance sheet date, bul bafore (he financial statements ane authorzed for issue.

Property, plant and equipment As at 31 December 2005 property, plant and equipmenl are stated at
depreciated cost, determined In accordance with the IFRS as at the date of their transfar to the Group by the
Pradecessor, and adjusled taking into account further additions, disposals and depreciation charges. Deermed cost
was initially determined by a third party valuation at 31 Decamber 1897 and restated for the impact of inflation wntil
91 December 2002, Adjustments are made for additions, disposals and depreciation chargas.

Renewals and improvements are capitalized ang the assets replaced are retired. The cost of repair and mairbenanc:s
are expansed @8 incurred. Gaine and |oSSes arising from the ratirerment of propey, plant and equipment are
inciuded in the income stalement as incurred.

Depreciation of property, plant and equipment is calculated on a stralght-line basis over the estimated useful life
of the asset. For the properly, plant and equipment which were subject 1o the third party valuation as at 31
December 1987, the depreciation rate applied |s based on the estimated remaining useful life as af the valuakion
date. The useful life, in years, of assets by type of facility are as follows:

Acquired prior o Acquired subsequent o
Type of facility 31 December 1957 31 December 1397
Elsciricily and hast generaiion 10-54 HO-80
Eleciricity desiribution 537 25
Haaling networks 11-18 20
_Othar B-18 10 =

Loan charges received for the financing of construction of property, plant and equipmend are not capltalised within the
cost of property, plant and equipment object dunng the period needed for the finalisation of construction works and

prapatatien for planned use.,

Cash and cash equivalents. Cash comprises eash in hand and cash on demand deposited at banks. Cash
squivalents comprise shor-term highly liquid investments thal are readily convertible into ¢ash and have & maturity of
three manths of less from the date of acquisition, and are subject to ingignificant changes in valua

Mutual settiements, barter and non-cash settiements. A porion of sakes and purchases is setiled by mutusl
settlernents, barter and non-cash setfiements. Non-cash sattlements which are expected 1o be settied within 12
manths are recorded as other current assats. A majority of these include “veksals” or Bills of exchange’ which are
negolisble debi obligations. The receivables and payables, that are expected to be sellled by mutual setilaments,
barter of non-cash setiements, and are recorded in the combined and consolidated balance sheet, reflect

management’s estimate of the fair value to be recaived or given up in pon-cash sedtiements.

Non-cash transactions have been excluded from the cash flow statement, so investing activities, financing activities
and tha tatal of oparating activities represent the actual cash flows.

Accounts receivable and prepayments. Accounts recaivable are recorded inclusive of the value added taxes which
are payable to the fax authorities upon collection of such receivables. Trade and other receivables are adjusted for
provisicn made for impairment of these recaivables. Such a provision for impairment of accounts receivabla is
astablished If there is objective evidence that the Geoup will not be able to collect all amounts due, according to e
original tems of the receivables. The amount of the provision is the difference betwean the camying amount and the
racoverable amount, being the present value of expected cash flows, diseaunted at the markat interest rate for simdar
harrowers at the date of origination of the receivables.
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OGK-8 Group
Notes to Combined and Consolidated Financial Statements for the year ended 31 December 2005
{in thousands of Ru=alan Roubles)

Value added fax on purchases and sales. \Value added tax, related to sales. is payable to tax authonlies upon
collection of recevables from customers. Input VAT is reclaimable against sales VAT wpon thve payment for
purchases. Tax suthorilies permit the setfiement of VAT on B net basis. WAT that iz related io sales and purchases
which have nol been sattied at the balance sheet date {deferred VAT), is recognizad on the balance sheet on a gross
hasis and disclosed separately as a current aseet and liability. \VWhere the provision has been made for impairment of
receivabies, the impairment loss is recorded for the gross amount of the debtor’s balance, including VAT, The related
defered VAT liabiity is maintained until the debior is written off for tax purposes.

inventories. Inventorias are valued at the lower of net realizable valee and weighed average Acquisition cost,
Provisions are made for potential losses on cbsolete of slow-moving inventories, while taking mnlo account thes
mupecied uze and fulure realizable value.

fncome fax.

The income tax expanse represents the sum of the tax currently payable and defermed income tax. The tax currenily
payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the ncorme
gtatement bacause il excludes items of income or expense that are taxable or deductible in ather years and il further
axcludes ilems that are never taxable of deductible. Tha Group's liability for currend kax is calculated using 1ax rales
that hawe been enacied by the balance sheet date.

Dafarred profit tax. Deferred tax is provided using the balance sheet Eability method for tax loss cary forwards and
temporary differences arising between the tax bases of assels and liabities and [helr camying amounts for financial
reporing purposes. In accordance with the initial recognition exemption, deferred teees are not recorded for
temporary diffarances on initial recognition of an asset or a liability in # iransaction other than a business combination
if the transaction, when Initially recarded, affects neither accounting nor laxable profit or loss. Deferred tax balances
are measuted al tax rates enacted or substantively enacted at the balance sheot date which are sxpacted to apply 1o
the period when the lemparary differences will reverse or the tax loss carry forwards will be ulilzed. Deferrad tax
assets and liabiities are netied only within the individual companies of the Group. Deferred lax assets for deductibis
temporary differences and tax koss carry forwards are recorded only 1o the extant that it is probable that future laxable
profit will be available against which the deductions can bé uitilized.

Defarred fax is not provided on the undistributed eamings of subsidiaries, as the Group requires profits to be
rainvested, and only insignificant dividends are expecied to be declared from fulure profits of the subsidianes.

Accounts payable and accruals, Accounts payable are stated inclusive of value added tax. If accounts payable are
restruciured and the fair value of the restructured payable differs by more than ten parcent from the criginal liab#ty,
then the fair value of the restructured payable is measured as the present value of the future cash flows dscounted &t
the interest rate available to the Group at the date of the restructuring. The amouwnt of the discount is credifed 1o the
statement of operations (finance costs — net) % a gain on restruclusing, and the non-current portion of the discounted
payable is raclassified 1o other non-curent abilies. The discount is amortised over the period of the restruciuring as

an mianesl expenge,

Debt Debt is recognized initially at its' fair valee, If it i8 ssgnificantly diferent fromn the transaction prece, fair valee is
determined using the prevalling market intarest rate for & similar instrument. In subsaquant pesods, debt is stated al
amortized cost using the effective yield method; any difference between the fair value of the proceeds (met of
ransaction cosis) and the redemption amount is recognized in the income statement as an inferest expense over tha
percd of the debi obligation.

Borrowing costs. The Group applies the benchmark trealment of 1AS 23 "Barrowing costs” and recognises all
baomowing costs 48 an expensa in the period in which they are incumed,

Pension and post-employment banefits. In the normal course of business the Group contributes 1o the Russian
Federalion stale pension scheme on behalf of it employees. Mandatory confribuions 1o the govemmenial pension
scheme are expensad when incumred in employes benefit expenses and payroll taxes in the income stalermant.

A number of Group antities operate defined benefit plans that cover the majority of the Group's employees. Banefil
plans define the amount of pension benefil that an employes will receive on retirement, usually dependent on one or
mare factors such as age, years of service and compensation. The liability recognised In the balance sheet in respact
of the defined banefit pension plans (s tha present value of the defined benefit cbligation at the batance shest date
legs the fair value of plan assets, together with adjusiments for unrecognised actuarial gains or losses and
unrecognized past senvice cost The defined benefit obligations are calculated using the Projected Unit Credit
Method. The present value of the defined benefit obligations ase determined by discounting the estimated fuiure cash
outflows Using interest rates of govemnment bonds that are denominated in the cumency in which the benefits will be
paid, and that have terms to maturity approximating the terms of the related pension iabdities.

Actuarial gans and losses arising from changes in actuanal assumptions and exceeding the higher of 10% of the
defined benefil obligations and fair value of plan assets are charged or cridited to the statemnent of operations over
the average remaining sarvice ves of employees starting from the nesd reparbing period.

Past service costs are amortized over vesting period of 10.5 years.
Environmental Nabilities. Liabdilies for emironmental remediation are recorded when there iz a present obligation,
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the payment i probable and refiable estimates east, a8 wall as when there is a possibility of related costs emarging,

Revenue recognition, Revenue is recognized on the defivery of electricity, heat and an the dispaleh of non-utility
goods and services during the paricd, Revenue amounts are presented exclusive of value added tax, Revenue is
based on the application of authorized tarifis for electricity sales as approved by the Reglenal Tariffs Authorifies.

Social expenditure, To the axtent that the Group's contribuflons to social programs benedit the community al large
and are not restricted to the Groug's employees, they are recognized in the incama stalemant a8 incumed,

Segment reporting. The Group operates predominantly in & single gecgraphical area and industiry, the generation of
sleciric powar and heat in Russian Fedesstion. The generation of electncity and heat are retated activlies and are
subpect to similar risks and relums, {herefore they are reporiad as one business gegment.

Earnings per share. The eamings per share are determined by dividing tha profit aitribulable fo ordinary
sharaholders of the parent of the Group by the weighted average number of ardinary shares oulstanding during the
reporing penod.

Interest Inlersst income and expanse are recognized in the mcome staterment for all debt instruments on an accrual
basis using the effective rate of interes! method, Interest income includes nominal inferest and amonized discount
and premium. When loans becorne doubtiul ol collection, they are writlen down to their recoverable amounts and
inlareat incorme i8 thereafter recognized based on the rate of interest that was used 1o discount the future cash flows
for the purpose of measuring the recovesable amount

Eair value measurement. The fair value of accounts recenvable for disclosure purposes 8 measured by discounting
the value of expected cash flows at the market rate of interest for similar borrowers al the reporting date.

The fair value of inancial Esbiliies and other financial instruments jmxcept if publicly quoted) for disclosure puUrposes
is measured by discounting the fulure contractual cash Bows at the current market interest rate available to the Group
far similar inancal inatruments, The fair value of publicly quoted financial nstrumants for disclosure purposes ane
measured based on curnent market value at the close of business on the repading date.
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Nota 5. Property, plant and equipment

Electricity
and heat  Electricity Heating Construction

Cost genaration transmission networks _ in progress Other Total
Jpening batancs as al

1 Decamber 2004 [Unaudibed) 28,131 568 2,201,532 156,000 1,589 578 7043460 38712146
Addbans 1,662 581 . 44 0949 1,158, 661 56,455 2,912 B46
Transfars B20 E51 E82 " {1.043001) 421,718 .
Disposals {45,878) (56,011} 115,255} (4,835 (21.528) {143 807}
Cleging balance 85 at

31 Decamber 2005 30,348,843 2145173 185604 1300270 7500105 41481185
Accumulated depreciation

{inchuding impairmant)

Opening balances

ga af 31 Decamber 2004 {Unaudiled} 13798325 1,285,741 ng 502 4,231,713 19,370,281
Charga fof tha panod 1,811,106 7,817 2,088 . 19,663 2,730,771
Disposals {41,948) {52,602 {15.255) . {21,308} (131,111}
Closing balance &5 &

31 December 2005 15,564 485 1,311,066 63,332 . 5,030,068 21,960,941
Mat book valws a3 at

H Da:un‘l:-ar_gmﬁ 14,753 458 B#35,117 122,362 1300270 2470037 18.511,244

Electricity
and heat BEleciricity Heating Construction

Cost generation transmission nabworks  [n prograss Qthar Total
Dpening balanoe = &

31 Oncember 2003 (Uinaudited) 26,005,001 2.225,000 188,00 TE1.T23  GH05ZTT  359T.00
Addisng 1,558,618 a4 - 1,231,243 100, 745 2892 443
Transfars i G5G 1,267 - [823.351) 197 46H

Dispasals {87 685 (23,587} - - (80.030)  (151,303)
Cloging batance a5 &l

a1 Demmherinm [Idnaudilad) 26,121 565 E.ED‘-I,}F_E 156,000 1189578 7043460 36712146
Accumulated depreciation

{inclueding impairmeant)

Opening balance

a5 &1 31 December 2003 [Unaudibed) 12,747,245 1,241,374 48,030 - 3%Ei6888 1T.6E3S3T
Chage for ihe pariod 1,088, 504 &7 954 BAT2 - 883,508 1,828 828
Disposals {39,425 {23,587} - - 49073 (112085
Clasing balance &8 al

1 Decempar 2004 [Unﬂuﬂtﬂd! 13,796, 585 ‘rl‘ﬂ;‘a.?ﬂ 5-Eéﬂ_2 - #4.231,713 19,370,281
het book value as 8t

11 Decambaer 2004 (LUnsudiled) 14,325,264 015,761 oo 496 1,180,575 2811748 19,341 885

Construction in progress represents the carrying amount of property, plant and equipment that has nol yet been pul
infn operation, including the generating stations undes constmection.

Depreciation |s charged ance property, plant and equipment is availabke for use in the production.

'Dﬁb_ﬂf propérty, plant and equipment inclede motor vehicles, computer equipment, office fodures and ather
equipmant.

The assets ranafared to the Group upon privatization did not include the land on which the Group's bauildings and
facailies are situated. The Group has the option fo purchase this land upon application 1o the state registration body o

to formalise the right for rent. According to Russian \egislation, the expiry data to this option is 1 January 2007. The
Goup's companies have not filed any application to exerciss the purchase option
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& portion of property, plant and equipment addilions has been setled through mubual setfiernent, barer and offlr
non-cash transactions. Mon-cash iransactions in respect of property, plant and equipment are:

¥ear ended

Yaar anded 31 Decamber 2004

S 31 Decambar 2006 [Uinaudited }
Mon-cash acquisiions TE, 304 248,966
Mon-cash procesds from the sale of propery, plant and equipment 1,104 3439

Impairment. Management has used various assumptions in the calculation of the recoverable value of proparty, plant
and equipment, Variations in these assumptions may give rise to a significantly diffaren amount far the impaimment
provision. In management's opinion, the existing provision represents the best estimate of the impac] of impairment as
& resull of the current economic conditions in the Russian Federation.

Cost and accumulated depreciation of transkermed assets including the impairment provision were accepled by the
Group as at the time of assets transfer from the Pradecessor, DAD RAD "UES of Russia”. Management assessed
thve adequacy of the existing impairment provision as al 31 Decamber 2005 and concluded that the proviskan amount
as at the time of transfer is still appropeiate, consequently no additional adjustments were recorded in the prosent
Balance Sheet. Impairment provision that was included intao the accumulated depreciation balance had the value of
RR 6,682 B96 as al 31 December 2005 and RR 7,423,650 as at 31 Decembear 2004

Operating Leases. The Growp leases a number of land areas owned by local govemment under oparaling leasa.
Land lease payments are defermined by lease agraaments.

Ciperating tand lease rentals are payable as follonws:
31 Decomber 20045

Lass (kan ona yaar 115,028
Balwaan gne and fva yaars H,381
Kiora than five yaams a2

124,062

The land areas leased by the Group are the terflories on which the Group's electric power stations, heating stations
and ofher assets are located. The leases typically run for an initial period of 5-49 years with an opfion to renew the
lnase after that date, Lease payments ara reviewed reguiarly to reflact rarket rentals,

Operating lease rentals for other fixed assels are payable as follows:

31 Decombar 2005

Less than ona yaar 14,764

Batwean one and five years 13578
Mora than five years -
28,742

Note §. Cash and cash equivalents
31 December 2004

31 December 2002 iUnaudited)
Cash 8t bank and in hand 177,233 145 404
Cash equivalenis 30,865 S8 835
Total 208,000 172,27

Cash equivalents include bills of exchange.

Note 7. Accounts receivable and prepaymaents
31 December 2004

31 Decamber 2008 [Unaudited)
Trade recemvables
inat of presiion for mpairment of accounts recaivable of AR 551,547
thausand g8 6t 31 December 2008 and RR 552,363 thousand a3 at o
Dacamber H04) 501 454 4T3 50T
alua addad tax recoverabla 407 G54 44 SRS
Advances 1o suppliens 353,407 142 B89
Dther recenables
{nat of prowision for impaimnent of accaunts racaivable of RR 270,421
thosand as at 31 Decernber 2005 and RR 267,213 thousand as al 31
Decambar 20041 238483 22041
Total 1,501,308 1,400 422
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The provision for impairmant of actounts receivable iz calculated based on analysis of collectability

Managemeni delermines the provision for impairment of accounts receivable based on specific  customer
identification, cusiomer payment trends, subsequent recaipts and settlements and anafysas of expectad future cash
fows, Based on the expecied collection rate, discount rates of 18-17 percent have been wsed in the estimate of
prasent value of future cash flows. The effects of discounting are reflected in the financing costs. The Management of
the Group believes thal Group entities will be able to reallze the net recelvable amount through direct collections and
other non-cash setiemants, and that therefore the recorded value approximates their fair value.

Mote 8. Inventories
31 December 2004

31 Decamber 2005 {Unaudited )
Fuanl suppiies 72,70 857,256
Spare pants e 2T 741,820
Malerials and supplies 20897 286,376
Other inventories 35,801 32,023
Todal 1,875,540 1,517 ATT

The above inventory balances are recorded net of provision for imventories impairment of RR 48 818 as at 31
December 2005 and of RR 41,526 as at 31 Dacember 2004.

inventories balances as at 31 December 2005 and 31 Decamber 2004 include RR 520.282 and RR 1,031,100
respactivaly, of inventory phedged as collateral under loan agrégments.

Mote 9. Equity

31 December 2004
Ehare capital Mumber of shares Isswed 3 December 2005 (Unaudited)
Drdinary shams 23 009,616,658 23,008 617 23,008 817
Todal 23,008 616,858 23,008,617 _ZLIAET

As at 11 December 2005 nurnber of issued ordinary shares is 23,008,616, 8%0 with & par value of RR 1.00 each

Az a1 31 Decamber 2005, the Group did not have reasury ordinary shares.

Contributions 1o the Company's charter capital were effected as follows. Cash conlribution amounted to RR 21,075
was paid in 2005. RR 22 987542 were pad in kind by shares in the Company's subsidiaries, Ryazanskaya SDPP,
Kirshskaya SDPP, Krasnoyarskaya SOPP and Novocherkasskaya SDPP (see Mote 28), which values werg
determined by independant appraisers. Because of application of predecessor accounting, IFRS carrying valus of the
contributed assets wers RR 13,433,324 The difference of RR 9,575,283 between the nominal vakse of share capital
paid and the IFRS carrying value of the contribuled assets has been recorded as a merger reserve within equity
atiributable fo the Company's sharsholders.

Dividends. The Company's annual statutory accounts form the basis for the annual profét distribution and ofher
appropriations. The specific Russian legislation identifies the basis of distribution as the net profit. However, this
legislation and other statutory laws and regulations dealing with the distribution rights are open to legal interpretation
and, accordingly, management believes at present it would not be appropriate o disclose an amount for the
distributable rasarves in these financial stalements.

A decision In respect of the payment of dividends following the Company's results for 8 months of 2005 was taken on
23 December 2005 by Board of Diractors, which periorms the functions of the Company Extracrdinary Shareholders
Meeting. The amount of declared (accrued) dividends an the issuers shares was RR 001308, total amount of
dividends 8 RR 321 843,

The dividends disclosed in the statement of equity for the year ended 31 December 2004 for total amount of AR
515,707 are atiibutable for dividends declared by Ryazanskaya SOPP. Kiishskaya SOPP and Novocherkasskaya
SOPP before formation of OJSC OGK-5 and, such, payable directly to RAD UES.
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Mote 10, Income tax

Income tax charge
Yoar ended
Yoar pnded 31 Decembar 2004
31 Decamber 2005 {Unaudite)
Caurran| income (& chage 144 BET 350408
Diatarred incoma tax (banefl) ichanga (300, 680 255 608
Tatal insoma tax [benefit) charge (56,023} £40, 306

During the year ended on 31 December 2005 most members of the Group were subject to income tax rates of 24
percent on the taxable profit

In accordance with Russian tax legislation, fax losses in different Group companies may nol be reliaved apalnat
taxable profil of the other Group companies. Accordingly, incoms tax may accrue even where thers s a net
consolidated lax loas.

Reconclialon betwean the expectad and the actual texation change is provided below:

Yool ended
Yaar ended 31 Dacem ber 2004
31 December 2005 {Linaudited |
Profil bafore tax 1,340 1,126,001
Thearetical tax charge at an average slalutory tax rate of 24% 322 270,720
Tax affact of fams which ana not deductible or sesrssable for taxatan
PLRoEas
Effpct of WEM mbalance and accounts receivabla 245 881 410 B42
Fings and pangliins forgiven {348, 336) {117 B85}
Changs in the fax base {71,304} 136,723
Other non-deduciile axpanses 117,314 112,062

Total income tax (henefit) | charge (BE.023) G40, 308

Deferred Income tax. Differences betwesn IFRS and Russian staiulory taxsbion regulations give rige to codain
tamporary differences between the camying value af cerfain assets and Eabiliies for financial reporting purposes and
for income tax purpeses. Deferred income tax assels and labilities are measured al 24 percenl, the rate applicable

when the assel or lability will reverse.

Deferred tax labilitios
Mavement for tha year
M December 2004 recognized in the
{Unaundited) Income Statemont 31 Dacamber 2008
Fraparty, pland ard equipmant (2 E71.943) 11,017 {2 660, 524)
Accounts receivable and prepaymeants 201 448 8,257 209,708
Mhser nan-current |iabilities [257,144) 188 48T [&0,657T)
Cribet 50,862 {15.081) 35,801

Tolal (2,678,757} 200,580 (2,476,077)

17



EHE T EE i e e O D e . - . e

OGK-6 Group
Notes to Combined and Consolidated Financial Statements for the year ended 31 December 2005
fin ihcusarvs of Rugsian Raoubias)

Mote 11. Mon-current debt

The line reprasents a8 RR dencminated 11%-14% loan payabla in 2006-2008. Inveniory was pledged as collateral for
this debt (see Note B). The maturity pesiods of non-cument dabi are as follows:

31 Decambar 2004

" Dau_m_hw 2005 {Uinaudited)

Dlue For repayment
Betwesn one year and beg years 147,080 14,7490
Between two yasms and ihrea yaars 132,000 T2 N
Halwaen fhrae years and faur years - 132,202
Total

278,084 219,313
Note 12. Restructured taxes

in accordance with Govemment FResolution No. $002 daled 3 Seplember 1993, the majority of Group entities had
restructured taxes including penalties and fines to be repaid over & period of up to 10 years. Discounting rate of 16%
has baen used in the estimates of fair value of tax liabilibes at the date of restructuring. The discounting of the
restructured tax payable amount Initially gave nise to a gain. This discount is being amortized over the period of the
restruciuring as an expense, RR 74,523 of such amortization is included as part of discounting eflect for the year
2005 (for the year 2004: RR 106,883) {see Note 20).

In 2005, the Group fulfiled all conditions for restructuring, paying RR 528,683 (In 2004: RE 417,797). Basad on he
AF Governmen! Resclutions dated 01.06.2004 (MNo. 250) and 24.04.2002 the remaining restructured debt for
penaties and fines and in the amount of RR 1,450,180 in 2005 (in 2004: RR 338,043) {the origingl amount befora
discounting) were forgiven and written off the balance shest, The net amount of RR 620,410 in 2005 (in 2004: RR
47 264), which represents the difference between the gain from forgiveness of restructured tax liabality and fhe
snamortized discount of RR 829,770 in 2005 (2004: RR 240.779) was recognized as other operating income in the
income statement (see Mote 18).

Mote 13. Pension liabilities

The lables balow provide information about the banef obligations, plan assets and actuarial assumplions used for
the years ended 31 December 2005 and 2004,

31 Decembar 2004

3 December 2005 (Unaidited)
Present valse of fundad defined benalil obligatans 287,04 28z 562
less: Falr value of plan ss5eds {52,067] (30,767}
Diaficit in plan 235,001 2E2 128
Unrecognized nel aclusnal loss [a28) >
_Unrecognized past service cosl (0. 484) dd 4300
Het liability n the balance sheot 184,718 207,705

Amaunts recognized in the combined and consolidated income gtatermant
3 Decembar 3004

31 December 2008 {Unaudited)
Currant service cost 7,382 7053
intarest cast 18,708 16,425
26,091 23478

Changes in the present value of the Group's defined benefit obligation and plan assets are as foliows:

31 Decembar 2004

31 December 2008 [Unaapdited)
Dfined banaft obligatans 262 882 720,835
Current serdice oosd 7582 7.053
|riterast cosl 16,709 18 425
Acluasial loss AT -
Amendmenls a 53,662

Banafits paid [22,712] {16,383)
Dafined benefit abligation 287,098 202,802
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Principal actuarial assumptions ane as follows:

31 December 2004

31 December 2005 {Unaudited)
Diseount rate B.BE% & RE%
Penslon meoreass T.0% 7.10%
_Selary Incraase 2.00% 2.00%

Mote 14. Current debt and current portion of non-current debt

Thiz line represents short-term RR loans obtained for operatng purposes, with interest rates ranging from 11% 10
14% . The inlerest rates are the market interest rates applicable to the loans at the dates of thedr origination,

Inventories were pledged as coltateral for these debts (see Note 8).

Mote 15. Accounts payable and accruals

31 December 2004

31 Decembar 20056 [Linaudied)
Trade payabias 1,448,751 1.581.425
Payablas to employess 125,537 g
Dividencs payable 321,663 318,804
Orihes payables 87,787 162,667
Total 1,063,768 2,160,598
Note 16, Other taxes payable
¥ Decembar 2004
3 December 2005 {Unaudited)
Value pdded tax 346,891 336,058
Proparty tax 41,206 GO,472
Payrodl fax 21 5ia G3ETT
Cihar taxes 108,143 438,600
Curnand portian of Laxes migtructured 10 long-iem Sabilies 7 A0 53470
Tatal 528 A0E 562124
Mote 17. Revenues
fear anded
Year ended 31 December 2004
M Decembar 2005 {Unauditad)
Elacincity 15,600,655 13,918,841
Hesafing 1,624,804 1,695 E32
Cribes 1,419,585 722,750
Total 18,545,004 16,337 423

In the year ended 31 December 2005 the Group derived other revenues in amount of RR 1,166,417 (2004
RR 228,104) from resake of eleciricity purchased on the regulated market.
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OGK-6 Grou
Motes Lo Curﬁhdnad and Consolidated Financial Statements for the year ended 31 December 2005
[in thousands &f Russian Rouwblas)
Note 18. Operating expenses
Yoar ended
Yaar ended A1 Decembar 2004
31 Decembar 2005 {Unaudited)
Fusl expansas 0872167 7.892.540
Depreceslion chargs 2,730 1,828,82%
Regpains and maklenance 14168 B34 1,490,291
Ergloyea benelit expensas and payrall taxes 1,433,012 1,184,701
Purchasad power 1,808,805 £40 132
Walar usage exganses 47 357 420 890
Taums other 1han income fax 395,091 490,307
Prowvisian lar impaimment of sccounts receiable 31 656 123,257
Other makariaks 206,734 175,264
Insurands Cosl 181,347 154,381
Rent and |ease payments 125,225 1.8
Consultng, legal and information sarvices 93,16 71,680
Chanty expandbure 56,157 15,574
Erovisian far impairment of imsentaries 44 821 3485
Securly cosl 31,637 27 463
DEher Bxpanses A4, 952 561.598
Total operating expanses 18,544 684 15,341,183
Employee benefis expenses comprise the ferlioiwing:
¥amr anded
Yaar andad 31 December 2004
31 Decembar 2005 {Unaudited)]
Satares and wages, payroll [Bxas 1402976 1,177 285
Francal aid {o employess and pensoners Z2mz 15,383
Non-gavemimental pension furd aspenses 7,382 7,053
Total 1,433,012 1,198,701

Note 19. Other operating Income

Dfher operating income comprise fines and penafties on taxes written-off in total amount of RR 820410 in 2005 and

R 87,264 in 2004 (3ee Mote 12),

Mota 20. Finance costs — net

Yoar andad

Year ended 31 December 2004

11 Dacembar 2005 {Unaudited)
Inbarest axpanse 458 740 362 507
Diacounting affect (see Nata 12) 52,505 80,127
Jotal 559,254 452,634

Subsequent to the initial recogniticn, the discount & amortized over he perod of resineciuning as an xpense.

Mote 21. Earnings per share
Yaar endead
Yoar cmded 31 December 2004
o 1 December 2005 [UWnawdited)
Wedghted average numbar of ordinary shares issued (thousands) 23,008.517 22,987 542
Prafil aitriulabie 1o the Ihil'thl:ﬂﬁmﬂl QJSC OGKS 57,363 176 849
Earnings per ordinary share for profit attributable to the
shargholders of 0J5C OGK-6 - basic and diluted [in RR} 00026 0.007T
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Mote 2 Commitments

Sales Commitments. The Group's entities sell electricity (power) on the two wholesale markel sectors: frae frading
sector and regulated trading sector.

The tariffs (prices) for the eleciricity (power) soldipurchased in the regulated irading sector {including the sector of
deviatlons) are sst by the Federal Service on Tariffs.

The Group has entared into @ number of electricity sabes agreements with AD-Energos. refail companies and large
industrial customaens.

Fusl commitments. In 2006 the Group entifies purchase fued under fuel supply contracts that expired on 3
Decamber 2005 and prolonged for 2006. Fuel supplies are moslly receive from Q00 “Ryazanregiongag, OAD
“Ryazanobigaz’, QAD *Lenobigaz”, and ZAD “Peterburgregicngaz’,

Coal supplies are mostly receive from ZAO “MezhReglonProm”, ZAQ “Trading House EIlif's, OAQ "SUEK", o0
‘Rosfovuglesbyt”, and OO0 “UgokZUMK™. The quantity of supplies are determined annually on the basis of fuseel
slocks requirements set by RAQ “UES of Russia”.

Prices under the Group's natural gas and coal contracis are generalty determined by reference lo base amounts thal
are adjusted to reflect provisions for changes in regulatory prices, published Inflation indices and curment markel

prices,

Capital commitments. Future capital expanditures for which confracts have been signed, amount lo RR 560 453
arsd RE 718 976 on 31 December 2005 and 31 Decemnber 2004, respactivaly.

Mate 23. Contingancies

Political environment. Erom time o ime and in varying degrees the operations and eamings of the Group entities
continue to be efiected by political, legislative, fiscal and regulatory developments, including Ihose relatad o
emaranmental protection, in Russia, -

insurance. The Group holds limited insurance policies i relation to its assels, oparations, public lability or other
insurahle risks. Harce, fhe Group i@ exposed to those risks for which it does not have insurance.

Legal proceedings. Group entities are bound 1o certain legal proceedings arising in the ordinary course of business,
In the managements' opinion, there are no current legal proceedings or other claims oulstanding, which, upen final
disposition, will have a material adverse effect on the financial position of the Group.

Tax contingency. Russian tax, cumency and cusloms legisiation is subject to warying inlerpretalion, and changes,
which can occur frequently. Management interpretation of such legisiation as appled fo the transactions and activity
of the Group may be challenged by the relevant regional and federal authorities. Recent events within the Russien
Fedetation suggest that the tax authorities may be taking a more assertive position in their interprefation of the
legisiation and assessments. As a result, significant addilional taxes, penalties and interest may be assessed. Fiscal
periods remain open to review by the authorities in respect of taxes for three calendar years preceding the year of
review. Uinder certain creumstances review may cover longer periods.

As at 31 December 2005, management balieves thal is interpretation of the relevant legisiation is appropriate and the
Group's tax, cumency and customs posilions will be sustained, Where management believes i 1s probable that a
position cannot be sustained, an appropriate amount has been accrued for in these Financial Statemeants.

Environmental matters. Group entities and their predecessor entities have operated in the electric power industry In
the Russian Federation for many years. The enforcement of environmental regulations in the Russian Federation is
avolving and the enforeament posture of the govemment authorities is continually being raconsidered. Group entities
pericdically evaluate their obligations under the environmantal regulations.

Potential liabilties might arisa as a result of changes in the legislation and regulstions or chvil litigation. The impact of
these potential changes cannaot be estimated, but could be matedial, In the current enforcement chimate under existing
legisiation, managemant believes that there are no significant llabiities for environmental damage.

Note 24, Financial instruments and financial dsk factors

Financial risk factors. The Group's actvilies expose it to & variety of financial risks, including the effects of changes
in foreign cumency exchange rates, changes In interest rates, and the collectability of receivables. The Group does
not have & risk policy to hedge its financial exposures.

Credit risk. Financial assets, which subject the Group 1o concentrations of potential credit sk, consist pancipally of
rade receivables. Although collection of recefvables could be influsnced by economic faclors, management beliaves
that there is no significant risk of loss to the Group beyond the provision for impadrment of receivables akeady
recorded,

Tha cash that has been deposited in the financial instiullons, had no more than minkmal exposure to the defaull gk
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at the time of account opaning.
Interast rate risk. The Group's operating profits and cash flows from operaling activity are largely not dependent on

the changes in market interest rates. The Group is only exposed to fair value interest rate risk as the largast part of its
borrowings are al fixed interest rates. The Group has no material mtenest-bearing assels

Fair values. Management believes that the fair value of its financial assets and Rabilites approximates their camying
amoamis.

Mote 25. Related parties

The nature of the refated party relationships for those related parties with whom the Group enierad into significant
transactions in 2005 and in 2004 or had significant balances outstanding at 31 Decamber 2005 and at 31 December

2004 are detailad below.

Parant
RAO UES of Russia owns 100% of the ordinary vating shares of QUSC «OGK-G» and has effactive control over tha

Group's operalions. The amount of dividends payable to Parenl &l 31 December 2005 was RR 321,683 {al M
December 2004: RR 313.509) (see Note 15}

Transactions with management and close family members
Compensation is paid to members of the Management Board of QJSC «OGK-Bs for thew sarvices o full time

management pasitions. The compensation is made up of & contractual salary, non-cash benefiis, and a performance
bonus depanding on the results for the period according to Russian statutory financial statements. The compensabian
is approved by the Board of Directors of 0JSC «OGK-Ss. Optional bonuses, which are approved by the Chairman of
the Managemant Beard according to his perception of the value of their contribution, are also payable o members of

v Managemant Board.

Ky managemant recelved the following remuneration during 2005 and 2004

Year anded 31 Dacamber
Year endad 31 Dacembar 04

. 2008 iUnauditad)
Employee benelil axpansas 25,288 -
Payroil taxas a0i4 -
Jotal 12,302 -

For the year ended 31 December 2004 — no comparative inforrmation; in 2004 all the Group's subsidiares were
govamed by RAD UES direclly,

Transactions with the Parent's subsidiaries
Transachons with the Parent's subsidiaries were as follows:

Year anded
Yoar anded 31 December 2004
_ 31 December 2008 [Unaudited)
Sales of alecirnicty and heat 13,380,002 12,472,212
Purchesad powaer 455,483 155,702

Batances with the Parent's subsidiaries at the end of the pariod were as follows:

31 December 2004

31 Decambar 2006 {Unauditad)
Accoints recorvable and prapaymanis T13,76B 204 540
Accounis payable and accnials 15,825 26

Provision for imgaiment of accounls receivable recognized as at 31 December 2005 was RF 365,113
(2004: AR 385,113}

State-controlled entities.

in the normal course of business the Group enters info transactions with other enfities under Government control
Prices for natural gas, electricity and heat are based on tasiffs set by FST and RST. Bank loens are granted at marked
rates. Taxes are charged and paid under the Russian tax legislation.
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The Group had the following significant transactions and balances with siate-controlled entities:

Yeur anded
fapr anded 39 Decamber 2004
31 December 2008 {Unaudited ]
Fual purchass T.AT0620 5,511,069
Interest pakd 267,848 222,726

31 Decambers 2004

31 Decembar 2008 {Unaudited }
Accounts receivabla and prepayments 291,082 J3E. 192
Accounts payable and ascruals 729,602 T84, 050
Eurr_g:ﬁnd. nan-curment da 2373017 1,138 401

Note 26. Subsldiaries
The fallowing are the significant subsidiary enterprises which have been consolidated mio the Financial Statemants:

Mamé Ownership, %
100 % - 1 share

QAD “Ryazan SOPP”

Subsidiaries of GAD “Ryazan SDPP"; 100 %
DAL *Movermichurinsy Enangy Regair Entity” 160 %
0 “Mevemichurinsk Mobor Transpor Enlerprise’ 100 %
A0 “Repair of Enginesr Communications” 100 %
QD “Enargaramatray” 100 %
OAQ “Kirishi SDPP", 104 % = 1 shane
Subsidiaries of QA "Kinghi S0PP

QAD Kirtshi Repair Camplex™ 100 %
0AD "Krasnoyarsk SDPP-27, 100 % - 4 share
OAD "Movoecharkassk SOPP™, 100 % - 1 share
Subsidiary of GAD “Novocherkassk SDFP”

OAD “Movocherkassk Energy Repair Entity” 100 %

OAO RAC “UES of Russia® has 1 share of each of the following companies: OAQ "Ryazan SOPP", DAD “Rirghl
SDPP", OAQ “Krasnoyarsk SDPP-2°, and QAD "Novocherkassk SOPP-2°. All subsidiaries of the Comgany are
incorporated and operate in the Russian Federation.

Mote 27, Post balance sheet evenis

On 17 March 2006, an exiraordinary general shareholders’ meetings of OAQ "SDPP-24°, 0RO "Kirshi SDPP", OAD
*‘Krasnoyarsk SDPP-2°, OAQ *Novocherkassk SDPP", OAD “Ryazan SDPP, OAQ “Cherapovetz SDFP" made a
decision on reorganization in the form of merger with Comgany and a marger agreement was approved.

On 26 February 2008, the Board of Directors of the Company approved (he Resolution on additional issue of
shares by private offering among OAD RAD "UES of Russla”, shareholders of OAD “SDPP-24" and shareholders
of OAQ "Cherepavetz SDPP”. In accordance with the resclution the addiicnal shares were paid with the shares of
OADC "SDPP-24" and “Cherepovetz SDPP”, property plant and equipment of OAQ *Kirlzhl SDPP", and the rights of
demand to QAC "Ryazan SDPP", which resulted from the investments made by DAQ RAD “UES of Russia® in
sweel gas plant of DAQ “Ryazan SOPP-

On B April 2008, the RF Federal Agency on the financial markets registered the additional isue of shares baing
privately placed among the sharsholders of OAD SDPP-24 and OAD Cherapovetsk SOPFs.

©n 11 May 2006, the Board of Directors of RAD UES Rossll, acting as the annual shareholders mesting of OAD
WGC-8, made & decigsion to pay dividends in cash on the Company's common shares for the 1 O 2006 in the
amount of BR 0,01 765835 per an ordinary shara within &0 days after the respeciive decision,

On 20 Jupe 2008 the RF Federal Agency on Ihe financial markels registered the repart on the resulls of the
additional izaue of the shares of OAD WGC -6, being privately placed. The placement included 2 776 435 233
common registerad uncertified share with the par valua of RR 1.

On 12 July 2008, amendments to the Company Charter, ralated to increase of ite charter capital and incorporation
of its branches were regisiered. The charter capital amounted to RR 25 785 052 131, the authorized shares

amounted to 1 318 732 667,

On 24 August 2008, the RF Federal Agency on the financial markels registered six additional issves of the
Company shares, being placed by means of converting registered ordinary shares of 0AD SDPP-24, CAD

23



OGK-6 Group
Notes to Combined and Consolidated Financial Statements for the year ended 31 December 2005
{in thowsands of Russian Roubles)

KiSDPPs, OAQ Ryazan SDPF, OA0 Movocherkassk SDPP, OAD KSDPP-2, QAD Cherapovelz EDPP, being
merged inte OAD WGC-B, into additional registared ordinary ghares of the Company.

On 27 September 2008, an extraordinary general shareholders' meeting of 0A0 WGEC —6 made a decision to pay
dividends in cash on the Company’s common shares for the six months of 2008 in the amount of RR 0,00288215
par an ordinary hare within 60 days after the respeciive decision.

On 29 Seplember 2006, 0AQ S0FP-24, 0AQ KiSOPPs, OAD Ryazan SOPP, OAD Novocherkassk SDPP, QAD
KSDEP-2, OAD Cherepovelz SDPP terminated their operations by merging into A0 WGE -6,

On 28 Seplember 2006, registered ordinary shares of OAD SDPP-24, OAQ KiSDPPs, OAD Ryazan SDPF, 0AD
Movocherkassk SOPP, OAD KSDPP-2, OAC Cherepovetz SDPP were converted 1o additional registerad ordinary
shares of OAO WEE-5, 046 009 361 registered ordinary shares with the par value of RR 1 per share were placad .
The charter cagital amounted to RR 26 731 061 482, Afer restructuring, the ownership interest ol RAD UES Rossi
in the Company amounted fo 93,48%, that of minarity shareholders =5, 52%,

On 24 MNovember 2008, amendments to the Company Charier, related o increase of its charer capital up 2
RR 26 731 051 492 and decrease of the number of authorized shares to 373 723 206 were regisiered.
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