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AUDITOR’S REPORT

4 The Company is accounting for two groups of fixed assets (Machinery and
equipment used for generation of electrical and heating power and Heating
pipelines) at revalued (replacement) cost. The last revaluation was performed as at
1 January 2002. Changes in the economy which took place during the period since
the date of the last revaluation indicate material change of the revalued
{replacement) cost of these fixed assets, which was not recognized in the
Company’s 2006 statutory financial statements.

5 The Company did not recognize in its statutory financial statements profit tax
payables as at 31 December 2006 amounting to 576 million Roubles in line 624
“Accounts payable — taxes and levies” of the Balance Sheet and a corresponding
accrual of profit tax in the same amount in line 150 “Current tax on profits” of the
Statement of Profit and Losses (see paragraph 14 “Taxes” of the Section Il of
Explanatory Notes).

6 Inour opinion, except for the effect of such adjustments, if any, as might have been
required had we been able to examine sufficient evidence regarding the matters
referred to in paragraph 4 of this report, and also except for the effect on the
statutory financial statements of the matters referred to in paragraph 5 of this report,
the statutory financial statements of the Company attached te this auditor’s report
fairly present, in all material respects, the financial position of the Company as at
31 December 2006 and financial results of its operations for the period from
1 January up to 31 December 2006 in accordance with requirements of the
legislation of the Russian Federation applicable to statutory financial statements
preparation,

21 March 2007

Director of joint stock company AN. Chmel

Statutory auditor S.A. Blokhin
Certificate No K 008770
for general audit (termless)

TRANSLATOR'S EXPLANATORY NOTE: The above translation of the Auditor’s report is provided as
a free translation from Russian, which is the official and binding version. The English translation of
enclosed financial statements does not contain the English translation of the Explanatory Notes,
which are enclosed in the official Russian version of the Auditor’s report.




[ANNUAL REPORT 2006]

9.4. Balance Sheet

RUR'000
Indicator code As of 31.12.2005 As of 31.12.2006
ASSETS
I. NONCURRENT ASSETS
Intangible assets 110 42 94
Fixed assets 120 38,330,619 40,275,999
Construction in progress 130 2,951,279 8,071,827
Income-bearing placements in tangibles 135 0 0
Long-term financial investments 140 31,387 25,693
Deferred tax assets 145 339 261
Sundry noncurrent assets 150 0 0
Section | TOTAL 190 41,313,666 48,373,874
1l. CURRENT ASSETS
Inventories, including: 210 3,320,635 4,675,754
stores, supplies and other similar valuables 211 3,058,725 4,326,284
rearers and fatteners 212 73,547 83,059
expenditures for work in progress (distribution costs) 213 38,270 72,406
finished products and goods for reselling 214 32,311 25,646
goods forwarded 215 0 0
deferred expenses 216 117,782 168,359
other inventories and expenses 217 0 0
Value-added tax on valuables acquired 220 1,006,954 584,851
Receivables (expected to be paid in more than 12 months
from the reporting date), including: 230 72,908 71,001
buyers and customers 231 10,054 171
Receivables (expected to be paid within 12 months
after the reporting date), including: 240 6,257,111 9,632,412
buyers and customers 241 3,929,555 2,296,418
Short-term financial investments 250 17,392 910,427
Monetary assets 260 2,538,256 4,971,776
Sundry current assets 270 0 0
Section Il TOTAL 290 13,213,256 20,846,221

BALANCE 300 54,526,922 69,220,095
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RUR'000
Indicator code As of 31.12.2005 As of 31.12.2006
LIABILITIES

111. CAPITAL AND RESERVES
Charter capital 410 28,249,360 28,249,360
Company stocks redeemed from stockholders 411 0 0
Additional capital 420 8,910,561 8,896,312
Reserve capital, including: 430 508,339 612,435
reserve funds formed in compliance with the legislation 431 508,339 612,435
reserve funds formed in compliance with the constituent documents 432 0 0
Retained earnings (uncovered loss) 470 950,187 1,924,917
Section Il TOTAL 490 38,618,447 39,683,024

IV. LONG-TERM LIABILITIES
Loans and credit facilities 510 957,188 20,283,054
Deferred tax liabilities 515 331,976 578,355
Other long-term liabilities 520 0 190,247
Section IV TOTAL 590 1,289,164 21,051,656

V. SHORT-TERM LIABILITIES
Loans and credit facilities 610 8,856,645 869,941
Accounts payable, including: 620 5,115,780 7,035,210
suppliers and contractors 621 2,507,968 4,567,546
accrued payroll 622 210,237 215,424
debts payable to public extra-budgetary funds 623 62,859 86,327
arrears of taxes and levies 624 844,153 725,210
other accounts payable 625 1,490,563 1,440,703
Arrears of revenues payable to members (founders) 630 296 607
Deferred incomes 640 646,590 579,657
Provision for Liabilities and Charges 650 0 0
Other short-term liabilities 660 0 0
Section V TOTAL 690 14,619,311 8,485,415
BALANCE 700 54,526,922 69,220,095
Statement of Valuables on Off-balance Sheet Accounts RUR'000
Metric Indicator code As of 31.12.2005 As of 31.12.2006
Fixed assets taken on lease, including: 910 178,454 139,608
on long-term leasing 911 166,523 112,899
Inventory taken in charge 920 101,393 15,747
Goods faken on commission 930 0 0
Bad debts written off to losses 940 2,509,951 2,056,449
Security for liabilities and payments received 950 347,098 1,967,421
Security for liabilities and payments issued 960 4,272,752 1,376,564
Depreciation of housing stock 970 7,296 4,146
Depreciation of utilities and other similar facilities 980 0 0
Intangible assets received for use 995 0 0
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9.5. Profit and Loss Statement for 2006

RUR'000
Metric Line For the For the similar
code reporting period of the

period previous year

I. Income and expenditure for core activities
Proceeds from sales of goods, products, works, services

(net of VAT, excises and similar mandatory payments) 010 70,267,375 71,010,108
Production cost of goods, products, works, services sold 020 (65,210,940) (64,187,703)
Gross profit 029 5,056,435 6,822,405
Business expenses 030 (72,862) (67,038)
Management expenses 040 = =
Sales profit (loss) 050 4,983,573 6,755,367
Il. Other income and expenditure
Interest receivable 060 16,219 3,400
Interest payable 070 (538,412) (1,131,400)
Revenues from interest in other organizations 080 24,525 4,713
Other income 090 2,329,224 2,983,256
Other expenses 100 (3.822,561) (5,459,621)
Pre-tax profit (loss) 140 2,992,568 3,155,715
Deferred tax assets 141 (78) (215)
Deferred tax liabilities 142 (246,379) (32,941)
Profit tax expense - current 150 (1,222,386) (1,040,633)
Net profit (loss) 190 1,523,725 2,081,926
FOF REFERENCE
Standing tax liabilities (assets) 200 750,627 294,751
Basic earnings (loss) per share 201 0.0539 0.0737
Diluted earnings (loss) per share 202 0.0000 0.0000
Decoding of Individual Profits and Losses RUR'000
Metric Line For the For the similar
code reporting period of the

period previous year

Penalties, fines and forfeits recognized or imposed
by decision of the court (arbitration)

profit 210 3,328 108,512

loss 211 114,384 311,614
Profit (loss) of previous years

profit 220 218,502 71,605

loss 221 347,536 178,828

Reimbursement for losses inflicted by nonfulfillment
or improper fulfillment of obligations

profit 230 1,666 1,341

loss 231 26,813 4,157
Differences in rates of exchange for transactions in foreign currency

profit 240 122,952 55,071

loss 241 23,057 114,013
Allocations toward assessed reserves

loss 250 1,149,489 1,475,128

Writing off of accounts receivable and payable

with expired period of limitation
profit 260 2,554 1,771
loss 261 3,565 15,871
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9.6. Capital Change Report for 2006

I. Alteration in Capital RUR'000
Indicator Charter Additional Reserve Retained Total
capital capital capital earnings
(uncovered
item code loss)
Balance as of December 31 of the year
preceding the previous year 010 28,249,360 72,429,312 397,954 4,903,295 105,979,921
2005 (previous year)
Changes in the accounting policy 011 X X = =
Result from revaluation of fixed asset items 012 X = X = =
Changes in the accounting rules 013 X = X = =
Balance as of January 1
of the previous year 020 28,249,360 72,429,312 397,954 4,903,295 105,979,921
Result from recalculation of foreign currencies 023 X = X X =
Net profit 025 X X X 2,081,926 2,081,926
Dividends 026 X X X (624,311) (624,311)
Allocations to the reserve fund 030 X X 110,385 (110,385) -
Increase of the capital value for the account of: 040 = = = 54,639 54,639
additional issue of shares 041 = X X X =
increase of the shares par value 042 = X X X =
reorganization of the legal entity 043 = X X = =
other 044 = = = 54,639 54,639
Decrease of the capital value for the account of: 050 - (63,518,751) - (5.,354,977) (68,873,728)
reduction of the shares par value 051 = X X X =
reduction of the number of shares 052 = X X X =
reorganization of the legal entity 053 = X X = =
other 054 - (63518,751) - (5.354,977) (68,873,728)
Balance as of December 31
of the previous year 060 28,249,360 8,910,561 508,339 950,187 38,618,447
2006 (reporting year)
Changes in the accounting policy 061 X X = =
Result from revaluation of fixed asset items 062 X = X = =
Changes in the accounting rules 063 X = X = =
Balance as of January 1
of the reporting year 100 28,249,360 8,910,561 508,339 950,187 38,618,447
Result from recalculation of foreign currencies 103 X = X X =
Net profit 105 X X X 1,523,725 1,523,725
Dividends 106 X X X (453,967) (453,967)
Allocations to the reserve fund 110 X X 104,096 (104,096) =
Increase of the capital value for the account of: 120 = 5,622 = 19,871 25,493
additional issue of shares 121 = X X X -
increase of the shares par value 122 = X X X =
reorganization of the legal entity 123 = X X = =
other 124 = 5,622 = 19,871 25,493
Decrease of the capital value for the account of: 130 = (19.871) = (10,803) (30,674)
reduction of the shares par value 131 = X X X =
reduction of the number of shares 132 = X X X =
reorganization of the legal entity 133 = X X = X
other 134 = (19,871) = (10,803) (30,674)
Balance as of December 31
of the reporting year 140 28,249,360 8,896,312 612,435 1,924,917 39,683,024
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1. Provisions RUR'000
Indicator Balance Received Used Balance
item code

Reserve funds formed

in compliance with the legislation:

data of the preceding year 150 397,954 110,385 = 508,339
data of the reporting year 151 508,339 104,096 = 612,435
Reserve funds formed in compliance

with the constituent documents

data of the preceding year 152 = = = =
data of the reporting year 153 = = = =
Assessed reserves:

bad debt provision

data of the preceding year 160 7,445,814 1,475,128  (7,493,809) 1,427,133
data of the reporting year 161 1,427,133 1,149,489 (1,466,405) 1,110,217
provision for impairment of financial investments

data of the preceding year 162 = = - -
data of the reporting year 163 = 5,403 = 5,403

provision for liabilities arising due to recognizing

that the business may be wound up

data of the preceding year 164 = = = =
data of the reporting year 165 = = = =
provision formed in connection with

the consequences of business contingencies

data of the preceding year 166 = = = =
data of the reporting year 167 = = — -
provision for reduction in the value of tangible valuables

data of the preceding year 168 = = = =
data of the reporting year 169 = = = =
other

data of the preceding year 170 = = = =
data of the reporting year 171 - = — -

Provision for Liabilities and Charges
provision for payment of a remuneration
upon the year results

data of the preceding year 180 = = = =
data of the reporting year 181 = = — -
provision for payment of vacations (including allocations)

data of the preceding year 182 = = = =
data of the reporting year 183 = = = =
provision for payment of annual long-service benefits

data of the preceding year 184 = = = =
data of the reporting year 185 = = = =
provision for repairs of fixed assets

data of the preceding year 186 = = = =
data of the reporting year 187 = = — -
other

data of the preceding year 188 = = = =

data of the reporting year 189 = = = =




FINANCIAL STATEMENTS

Reference Information

RUR'000

Indicator Balance as at the begining Balance as at the end
item code of the accounting year of the accounting year
1) Net assets 200 39,265,037 40,262,681
Budgetary funds Extra-budgetary funds
for the for the for the for the
accounting preceding accounting preceding
year year year year
2) Received for core activities spending -total 210 22,714 9,872 270 623
including:
for payments to Chernobyl victims 211 1,279 355 = =
other 212 21,435 9,517 270 623
capital investments in non-current assets 220 = = = =
including:
221 = = = =

222
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9.7. Cash Flow Statement for 2006
RUR'000

Indicator For the For the similar
reporting period of the
period previous year

item \ code

Opening cash flow 010 2,522,664 4,993,364

Cash flow for day-to-day operation

Cash received from buyers, customers 020 83,014,987 79,029,290

Receipts of purchased foreign currency 030 672,331 762,904

Proceeds from contingencies 040 2,338 43,346

Cash received from in-house account 045 43,332,879 30,617,255

Other income (proceeds) 050 1,500,097 4,057,053
cash refunds 0501 1,301,089 285,246
other income (proceeds) 0502 199,008 3,771,807

Cash allocated for:

payment for purchased goods, works, services, raw materials and other current assets 150 (23,085,284) (23,193,002)

payment for labor 160 (4,569,235) (6,315,475)
payment of dividends, interest 170 (412,785) (562,946)
payment of taxes and levies 180 (4,854,841) (9,576.,166)
contingency payments 181 0 0
in-house interaccount transfers 182 (43,332,879) (30,617,255)
social transfers 183 (283,920) (65,047)
other expenses (payments) 190 (45,118,443) (48,047,549)
allocations to state off-budget funds 1901 (1,204,533) (1,524,843)
payment of interest on loans and borrowings 1902 (844,275) (1,163,578)
advances granted 1903 (40,872,507) (38,466,888)
other expenses 1904 (2,197,128) (6,892,240)
Net cash from day-to-day operations 200 6,865,245 (3,867,592)
Cash flow in investment activities
Proceeds from sales of fixed assets and other non-current assets 210 22,317 277,463
Proceeds from sales of securities and other financial investments 220 154 153,085
Dividends received 230 22,318 4,297
Interest received 240 629 4
Proceeds from repayment of borrowings granted to other organizations 250 0 0
Other receipts 260 9,990,985 50,790
special-purpose financing 2601 0 960
other receipts 2602 9,990,985 49,830
Acquisition of subsidiaries 280 0 0
Acquisition of fixed assets,
income-bearing placements in tangible and infangible assets 290 (6,452,613) (1,203,499)
Acquisition of securities and other financial investments 300 0 0
Borrowings granted to other organizations 310 0 0
Other expense 320 (8,207,482) (1,290,810)
share participation in construction 3201 0 (12,629)
advances granted 3202 (7,888,222) (1,194,417)
other expense 3203 (319,260) (83.764)

Net cash from investment activities 340 (4,623,692) (2,008,670)




FINANCIAL STATEMENTS

RUR'000
Indicator For the For the similar
reporting period of the
period previous year

item \ code

Cash flow in financial activities

Proceeds from issuing shares and other equity securities 350 9,998,100 0
Proceeds of loans and credit facilities granted by other organizations 360 21,695,858 31,905,000
Receipt of funds under target financing 370 21,496 9,874
Other income 380 3,300,000 200,016
JSB Gazprombank (CJSC) deposit 3801 3,300,000 200,016
Short-term deposits 3802 0 0
Repayment of loans and credit facilities (net of interest) 390 (30,492,309) (28,600,455)
Extinction of financial lease obligations 400 (117,294) (84,962)
Other expense 405 (4,200,003) (9,.769)
Financial investments 40501 (4,200,000) (9,769)
other expense 40502 (3) 0
Net cash from financial activities 410 205,848 3,419,704
Net increase (decrease) in cash and cash equivalents 420 2,447,401 (2,456,558)
Cash balance as at the end of the accounting period 430 4,970,065 2,536,806
Effect of foreign exchange movements with respect to ruble 440 (14,142) (5.785)
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9.8. Annex to the Balance Sheet for 2006

Intangible Assets RUR'000
Indicator Existence  Received Retired Existence
as of the as of the
beginning of end of the
the reporting reporting
Item \ code year period
Intellectual property objects
(exclusive rights to intellectual property results) 010 50 96 (50) 96
including:
with the patent holder to invention,
industrial design, utility model 011 0 0 0 0
with the right holder fo software programs, databases 012 0 0 0 0
with the holder to trademark and service mark,
name of the place of origin of the goods 014 50 96 (50) 96
Organizational expenses 020 0 0 0 0
Goodwill 030 0 0 0 0
Others 040 0 0 0 0
Total 045 50 96 (50) 96
Indicator As of the beginning As of the end of the
Item | code of the reporting year reporting period

Depreciation of intangible assets, total 050
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Fixed Assets

RUR'000

Indicator Existence  Received Retired Existence
as of the as of the
beginning of end of the
the reporting reporting
Item \ code year period
Buildings 110 21,557,038 311,241 (36,619) 21,831,660
Facilities and transfer devices 111 24,742,358 957,036 (329,645) 25,369,749
Machines and equipment 112 45,221,369 3,552,672  (281,934) 48,492,107
Transport vehicles 113 399,669 52,470 (19,241) 432,898
Production and household tools 114 130,355 22,212 (14,637) 137,930
Draft cattle 115 0 0 0 0
Productive livestock 116 74,113 42,687 (26,590) 90,210
Perennial planting 117 84 0 0 84
Other types of fixed assets 118 64,278 5,244 (7.637) 61,885
Land and objects of nature management 119 85 0 0 85
Capital investments for profound improvement of land 120 0 0 0 0
Total 130 92,189,349 4,943,562 (716,303) 96,416,608
Indicator As of the beginning As of the end of the
Item | code of the reporting year reporting period
Depreciation of fixed assets, total 140 53,858,730 56,140,609
including:
buildings and facilities 141 23,448,523 24,199,192
machines, equipment, transport vehicles 142 30,318,429 31,842,154
others 143 91,778 99,263
Fixed assets items given on lease, total 150 12,209,149 12,271,663
including:
buildings and facilities 151 12,135,402 11,950,307
machines, equipment, transport vehicles 152 71,566 319,544
others 153 2,181 1,812
Fixed asset items laid up 155 70,434 207,766
Fixed asset items received on lease, total 160 178,454 139,608
including:
buildings and facilities 161 11,007 18,278
machines, equipment, transport vehicles 162 167,062 121,330
others 163 385 0
Real estate accepted for operation
and undergoing state registration 165 478,169 111,486
FOR REFERENCE
Result of revaluation of fixed asset items: 170 0 0
original (replacement cost) value 171 0 0
depreciation 172 0 0
Change in the value of fixed asset items as a result
of additional construction, additional equipment,
refurbishment, and partial liquidation 180 6,159,457 7,586,544
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Income-bearing Placements in Tangibles RUR'000
Indicator Existence  Received Retired Existence
as of the as of the
beginning of end of the
the reporting reporting
Item \ code year period
Property given on lease 210 0 0 0 0
Property given under a rent agreement 220 0 0 0 0
Others 230 0 0 0 0
Total 240 0 0 0 0
As of the beginning As of the end of the
code of the reporting year reporting period

Depreciation of income-bearing placements in tangibles 250 0

Expenses of Research, Development

and Technological Works RUR'000
Types of work Existence  Received Written off Existence
as of the as of the

beginning of end of the

the reporting reporting

Item ‘ code year period
Total 310 0 0 0 0

including:

311 0 0 0 0

312 0 0 0 0

313 0 0 0 0

FOR REFERENCE As of the beginning As of the end of the
code of the reporting year reporting period

Amount of expenses of incomplete research,

development and technological works 320 0 0
For the reporting For the similar

period period of the

code previous year

Amount of unsuccessful expenses of research,
development and technological works
charged to non-operating expenses 330 0 0
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Expenses of Development of Natural Resources

RUR'000

Indicator Existence  Received Written off Existence
as of the as of the
beginning of end of the
the reporting reporting
Item ‘ code year period
Expenses of development of natural resources, total 410 0 0 0 0
including:
411 0 0 0 0
412 0 0 0 0
413 0 0 0 0
FOR REFERENCE As of the beginning As of the end of the
code of the reporting year reporting period
Amount of expenses for land plots not completed by
prospecting and appraisal of deposits, exploration
and (or) hydro geological surveys and other similar works 420 0 0
Amount of expenses for development of natural resources charged
in the reporting period to non-operating expenses as unsuccessful 430 0 0
Financial Investments RUR'000
Indicator Long-term Short-term
as of the as of as of the as of
beginning theend beginning the end
of the of the of the of the
reporting reporting reporting reporting
Item ‘ code year period year period
Contributions to authorized (partners’) capitals
of other organizations, total 510 12,980 12,826 0 0
including those of subsidiaries and related business companies 511 12,980 12,826 0 0
State and municipal securities 515 18 18 0 0
Securities of other organizations, total 520 13,829 8,289 0 0
including debt securities (bonds, bills of exchange) 521 0 0 0 0
Borrowings granted D) 0 0 0 0
Deposits 530 0 0 0 900,000
Others 535 4,560 4,560 17,392 10,427
Total 540 31,387 25,693 17,392 910,427
Out of the total amount, financial investments
that have a current market value:
Contributions to authorized (partners’) capitals
of other organizations, total 550 0 0 0 0
including those of subsidiaries and related business companies 5oy 0 0 0 0
State and municipal securities 555 0 0 0 0
Securities of other organizations, total 560 0 0 0 0
including debt securities (bonds, bills of exchange) 561 0 0 0 0
Others 565 0 0 0 0
Total 570 0 0 0 0
FOR REFERENCE
For financial investments that have a current market value,
change in the value as a result of evaluation adjustment 580 0 0 0 0
For debt securities, the difference between
the original value and the nominal value is charged
fo the financial result of the reporting period 590 0 0 0 0
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Accounts Receivable and Payable

RUR'000

Indicator Balance as of the Balance as of the
beginning of the end of the
item code reporting year reporting year
Accounts receivable:
short-term, total 610 6,257,111 9,632,412
including:
settlements with buyers and customers 611 3,929,555 2,296,418
advances granted 612 474,685 6,463,333
others 613 1,852,871 872,661
long-term, total 620 72,908 71,001
including:
settlements with buyers and customers 621 10,054 171
advances granted 622 0 0
others 623 62,854 70,830
Total 630 6,330,019 9,703,413
Accounts payable:
short-term, total 640 13,972,425 7,905,151
including:
settlements with suppliers and contractors 641 2,507,968 4,567,546
advances received 642 366,450 1,027,743
settlements on taxes and levies 643 844,153 725,210
loans 644 8,856,645 635,680
borrowings 645 0 234,261
others 646 1,397,209 714,711
long-term, total 650 957,188 20,473,301
including:
settlements with suppliers and contractors 651 0 0
settlements on taxes and levies 652 0 0
loans 653 957,188 10,283,054
borrowings 654 0 10,000,000
others 655 0 190,247
Total 60 14,929,613 28,378,452
Expenses for Core Activities (by Cost Element) RUR'000
Indicator For the reporting For the previous
item | code year year
Tangible expenses 710 51,782,057 34,163,494
Labor payment costs 720 5,556,746 6,323,023
Allocations for social needs 730 1,220,077 1,652,408
Depreciation 740 2,569,674 3,702,249
Other costs 750 4,155,248 18,413,567
Total for cost elements 760 65,283,802 64,254,741
Change in balances (increase [+], reduction [-]):
work in progress 765 34,136 (150,790)
expenses of future periods 766 50,577 (373,011)
provisions for future expenses 767 0 0
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Security RUR'000
Indicator Balance as of the Balance as of the
beginning of the end of the
item ‘ code reporting year reporting year
Received, total 810 347,098 1,967,421
including:
bills of exchange 811 0 0
Property pledged 820 77,555 57,249
out of it:
fixed asset items 821 77,555 57,249
securities and other financial investments 822 0 0
others 823 0 0
Issued, total 830 4,272,752 1,376,564
including:
bills of exchange 831 2,413,000 0
Property pledged 840 1,854,332 1,163,827
out of it:
fixed asset items 841 500,978 1,163,827
securities and other financial investments 842 0 0
others 843 1,353,354 0
State Assistance RUR'000
Indicator Reporting For the similar
period period of the
previous
item ‘ code year
Budget funds received in the reporting year, total 910 21,414 9,517
including:
Subsidies for agriculture 911 21,414 9,517
Others 912 = =
as of the received refunded as of the
beginning of in the inthe end of the
the reporting reporting reporting reporting
year period period period
Budget loans, total 920 0 0 0 0
including
921 0 0 0 0
922 0 0 0 0
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9.9. Explanatory Note
I. Company Profile

MOSENERGO is a regional power company with operations
covering electricity generation and facilities for supply of elec-
tricity to the wholesale market, heat generation and sales to end
users in Moscow and Moscow Region.

MOSENERGO was registered in the Russian Federation on
April 6, 1993 under Resolution No. 169-R issued by the State
Property Management Committee on March 26, 1993. As a
result of privatisation of the Russian power industry, the state-
owned company MPO MOSENERGO was re-incorporated as an
open joint-stock company, with individual assets and liabilities
previously under control of the Ministry of Fuel and Energy of
the Russian Federation being transferred o the company’s bal-
ance sheet.

Full business name:
Open joint-stock power and electrification company
MOSENERGO.

Location and postal address:
8, Raushskaya naberezhnaya, Moscow 115035.

Date of state registration:
April 6, 1993, registration number 012.473.

The average annual listed personnel in the reporting period
was 18,459 employees.

Authorised Capital

The Company's authorised capital is RUR 28,249,360 thou-
sand as divided into 28,249,359,700 ordinary shares of RUR
1 par value each.

RAO UES of Russia holds a 50.90 percent interest in the com-
pany.

The Company’s shareholders registered as of the date of the
last general meeting of shareholders taking into account the
information disclosed by nominal holders are 21,6 15, of whom
21,615 shareholders have the right to participate in the gen-
eral annual meeting.

1.1. Organisational Structure

Under the Company's Charter, MOSENERGO included
33 affiliates as of January 1, 2006, of which 17 were power
plants with total installed capacity of MW 10,677 thousand
including the peak load LAPS-3 equiped with gas turbine units.

The interests of MOSENERGO in agreements with heat users
is represented by Teplosbyt, LAPS-3, TEP-17 on the basis
of proxies issued to them.

MOSENERGO comprises repair works CRMZ and OZAP
engaged in equipment repairs and production of industrial prod-
ucts.

Apart from repair works, MOSENERGO incorporates a num-
ber of special purpose affiliates.

Mosenergospetsremont (MESR) is engaged in repairs of chim-
neys, coolers, dams, ash dumps and other buildings and facil-
ities. The company also acts as the general contractor in con-
struction of facilities for MOSENERGO.

Energosvyaz is the operator of telephone channels and radio
stations, automatic and telematic equipment.

The Special Construction Technological Bureau for High-Volt-
age and Cryogenic Technology (SKTB VKT) is engaged in
development, research and testing of high-voltage oil-filled and
polyethylene cables, gas-insulated equipment, electric instru-
ments for automation of process flows.

Mosenergoproyekt (MEP), an affiliate of the Company, is
engaged in design work on combined heat & power plants,
heating mains, power substations and other equipment.

The Information-Computing center (IVC) is the general devel-
oper of automated systems for process flow management at
plants and networks.

The truck fleet provides MOSENERGO'’s affiliates with motor
transport, hoisting mechanisms and heavy trucks.

Mosenergonaladka (MEN) is a special purpose setup affiliate
designed to perform setup and experimental work on newly
commissioned and operating equipment of power plants and
networks.

The Industrial-Technological Completing Enterprise (PPTK) is
designed to provide company affiliates with equipment and
materials for capital construction and repairs, and to make
industrial products such as towers, timber and consumer
goods.

Moselectroremenergo (MERE) is designed to perform instal-
lation, setup, repairs and reconstruction of electric equip-
ment, control and measurement instruments, security and
fire safety alarm and automation systems at affiliates of
MOSENERGO.
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Energotorg is engaged in sales, marketing, commercial inter-
mediation and purchasing activities to sell consumer goods
and provide services to the public at large and third-party
entities.

APK Shatursky is an agricultural affiliate for provision of the
Company’'s employees with agricultural produce.

Beginning from 2002, MOSENERGO embarked on the prepara-
fory stage to the Company’s restructuring, with the reform
process being completed in 2005. The year of 2006 was the
first period of MOSENERGO's operation in a new environ-
ment.

1.2. Company Executive Bodies

1. General Meeting of Shareholders.
2. Company Board of Directors.
3. General Director -
Chairman of the Company Executive Board.
4. Company Executive Board.

Composition of the Board of Directors,
Audit Commission and Executive Board
of MOSENERGO in 2006

Before the 2006 annual meeting of shareholders, the Com-
pany's management bodies included the following persons:

Board of Directors

Job Title

1. Yuriy Arkadievich Chairman of the Board of Directors, MOSENERGO;
Udaltsov Member of the Executive Board, Head of the Reform Management
Center, RAO UES of Russia
2. Pyotr Nikolayevich Aksenov First Deputy Mayor of Moscow in the Moscow Government,
Head of the Municipal Services and Facilities of Moscow
3. Alexey Feliksovich Bodunkov ~ Minister of Property Relations, Government of the Moscow Region
4. Dmitry Velerievich Senior Deputy General Director, Strategy and Corporate Policies,
Vasiliev MOSENERGO
5. Anatoly Anatolievich General Director, ZAO Leader
Gavrilenko
6. Oleg Markovich Senior Deputy General Director, Institute of Professional Directors
Dubnov Foundation
7. Anatoly Yakovlevich Kopsov Chairman of the Executive Board, General Director, MOSENERGO
8. Artyom Vladislavovich Senior Vice-President,
Kuznetsov NP GUTA Group
9. Alexey Anatolievich Deputy Chairman, Executive Board,
Matveyev JSB Gazprombank (CJSC)
10. Pavel Stepanovich Smirnov Member to the Executive Board, RAO UES Russia
11. Alexander Ivanovich Deputy Chairman, Executive Board,
Sobol JSB Gazprombank (CJSC)
12. Alexander Vasilievich Managing Director, Business Unit No. 1,
Tchikunov RAO UES of Russia
13. Dmitry Viktorovich Shtykov General Director, Institute of Professional Directors Foundation
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Audit Commission

Job Title

1.

Andrey Vladimirovich Gabov

Head, Corporate Management Department,
Corporate Centre of RAO UES of Russia

Olga Andreyevna Sannikova

Operations Director, Investment Operations
of JSB Gazprombank (CJSC)

Sergey Borissovich Sidorov

Head, Internal Audit Department,
Corporate Centre of RAO UES of Russia

Dmitry Yurievich Tushunov

Senior economist, ZAO Leader

Igor Ivanovich Uzgorov

Head, Financial and Economic Activities Control Department, DZO,
Business Unit No. 1, RAO UES of Russia

Executive Board

Job Title

1. Anatoly Yakovlevich Kopsov Chairman of Executive Board, General Director, MOSENERGO

2. Alexander Senior Deputy General Director for Financial and Economic Issues,
Alexandrovich Logistics and Sales, MOSENERGO,
Negomedzyanov Deputy Chairman of Executive Board

3. Urusbiy Agubekirovich Director, OAO Moscow Heat Network Company
Balikoyev

4. Dmitry Alexandrovich Director for Thermal Engineering, MOSENERGO
Barshak

5. Yevgeny Ivanovich Borisov Deputy General Director for Finance, MOSENERGO

6. Dmitry Valerievich Senior Deputy General Director for Strategy and Corporate Policies,
Vasiliev MOSENERGO

7. Yuriy Leonidovich Guskov Director, TEP-21, a MOSENERGO branch

8. Tatiana Petrovna Dronova Chief Accountant, MOSENERGO

9. Alexey Nikolayevich Director, Central Mechanical Repair Works (CRMZ),
Karev a MOSENERGO branch

10. Vladimir Anatolievich General Director, Mosenergosbyt, Deputy General Director for
Kimerin Energy Sales, Power Marketing Operations, MOSENERGO

11. Vasiliy Yakovlevich Deputy General Director for General Affairs, MOSENERGO
Krivonosov

12. Anatoly Pavlovich Kuleshov Director for Capital Construction, MOSENERGO

13. Sergey Yurievich Rumyantsev Deputy General Director for Economics, MOSENERGO

14. Vladimir Valentinovich Senior Deputy General Director - Chief Engineer, MOSENERGO
Sergeyev

15. Nestor Ivanovich Advisor to General Director, MOSENERGO
Serebryanikov
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The General Meeting of shareholders of MOSENERGO
following performance in 2005 was held on May 26, 2006.
The General Meeting approved the Company’s annual report,
annual accounting statements, profit and loss statement fol-
lowing the results of the financial year, distribution of profit
earned by the Company in 2005, amount of dividends payable
per share. Also, election of members to the Company’s Audit
Commission and Board of Directors was held, the Company’'s
auditor for the next period - ZAO PricewaterhouseCoopers
Audit - was approved, a decision fo pay remuneration and com-
pensation to members of the Board of Directors and Audit Com-
mission was taken, amendments to the Company’s Charter were
made, and new wording of the Company's internal documents
was adopted at this meeting.

Following the results of voting, the following persons were elected to the Board of Directors of MOSENERGO:

1. Yuriy Arkadievich Chairman of the Board of Directors, MOSENERGO;
Udaltsov Member of the Executive Board, Head of the Reform
Management Center, RAO UES of Russia
2. Pyotr Nikolayevich First Deputy Mayor of Moscow in the Moscow Government,
Aksenov Head of the Municipal Services and Facilities of Moscow
3. Anatoly Anatolievich General Director, ZAO Leader
Gavrilenko (the Pension Fund Assets Management Company)
4. llias Shamilevich Deputy Managing Director, Executive Director,
Zagretdinov Business Unit No. 1, RAO UES of Russia
5. Anatoly Yakovlevich Chairman of the Executive Board, MOSENERGO,
Kopsov General Director, MOSENERGO
6. Yevgeny llyich Logovinsky Deputy Chairman of the Executive Board, OAO SOGAZ
7. Aleksey Anatolievich Deputy Chairman of the Executive Board,
Matveyev JSB Gazprombank (CJSC)
8. Alexander Alexandrovich Senior Deputy General Director for Financial and Economic Issues,
Negomedzyanov Logistics and Sales, MOSENERGO
9. Maria Nikolayevna Deputy Managing Director, Executive Director,
Pichugina Business Unit No. 1, RAO UES of Russia
10. Wolfgang Skribot Managing Director, Corporate Finance Department,
JSB Gazprombank (CJSC)
11. Pavel Stepanovich Smirnov Member of the Executive Board, RAO UES of Russia
12. Alexander Ivanovich Sobol Deputy Chairman of the Executive Board,
JSB Gazprombank (CJSC)
13. Sergey Sergeyevich Fil Head of the Department of Corporate Events,
Business Unit No. 1, RAO UES of Russia J
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The following persons were elected to the Company’s Audit Commission:

Job Title

. Sergey Vyacheslavovich
Vasiliev

Head of the Legal Department, RAO UES of Russia

2. Olga Andreyevna
Sannikova

Operating Director for Investment Activities,
JSB Gazprombank (CJSC)

3. Sergey Borisovich
Sidorov

Head of the Internal Audit Department,
RAO UESR Corporate Center

4. Dmitry Yurievich Tushunov

Chief Economist, ZAO Leader

5. lgor Ivanovich Uzgorov

Head of the SACs Financial and Economic Operations Control
Department, Business Unit No. 1, RAO UES of Russia

J

The Board of Directors of MOSENERGO elected a new composition of the Company’s Executive Board:

Job Title

1. Anatoly Yakovlevich
Kopsov

Chairman of the Executive Board, MOSENERGO, General Director,
MOSENERGO

2. Alexander Alexandrovich
Negomedzyanov

Senior Deputy General Director for Financial and Economic Issues,
Logistics and Sales, MOSENERGO

3. Dmitry Alexandrovich
Barshak

Director for Thermal Engineering, MOSENERGO

4. Yevgeny lvanovich Borisov

Deputy General Director for Finance, MOSENERGO

5. Dmitry Valerievich Vasiliev

Senior Deputy General Director for Strategy and Corporate Policies,
MOSENERGO

6. Yuriy Leonidovich Guskov

Director of TEP-21, a MOSENERGO branch

7. Tatiana Petrovna Dronova

Chief Accountant, MOSENERGO

8. Yuriy Efimovich Dolin

Deputy General Director for Capital Construction and Procurement,
MOSENERGO

9. Aleksey Nikolayevich Karev

Director of the CRMZ (Central Mechanical Repair Workshop),
a MOSENERGO branch

10. Vladimir Anatolievich
Kimerin

General Director; Mosenergosbyt, Deputy General Director for Energy
Sales, MOSENERGO (pluralistically)

11. Vasily Yakovlevich
Krivonosov

Deputy General Director for General Affairs, MOSENERGO

12. Anatoly Pavlovich Kuleshov

Director for Capital Construction, MOSENERGO

13.Sergey Yurievich Rumyantsev

Deputy General Director for Economics, MOSENERGO

14.Vladimir Valentinovich
Sergeyev

Senior Deputy General Director - Chief Engineer, MOSENERGO

15. Nestor Ivanovich
Serebryanikov

Adviser to the General Director, MOSENERGO

J
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Il. Accounting Policies

The Company's accounting report has been prepared on the
basis of accounting policies.

1. Basis for Preparation

Financial statements were prepared on the basis of account-
ing and reporting rules effective in the Russian Federation,
in particular, Federal Law No. 129-FZ “On Accounting” dated
November 21, 1996, Accounting Provisions “Corporate
Accounting Policies” PBU 1/98 approved by Ordinance No.
60n issued by the RF Ministry of Finance on December 9,
1998, and Provisions for Accounting and Reporting in the Russ-
ian Federation approved by Ordinance No. 32n issued by
the RF Ministry of Finance on July 29, 1998.

Economic transactions were recognised in financial state-
ments in accordance with the Working Chart of Accounts of
Financial and Economic Operations of MOSENERGO as
approved by MOSENERGO General Director Order No. 759
dated December 15,2005. MOSENERGO and all its affiliates
will apply interdepartmental model forms of primary account-
ing documents as recommended by the State Committee for
Statistics of Russia (Rosstat), the RF Ministry of Finance and
other authorised government executive agencies.

Financial and business transactions for which no model forms
of primary accounting documents are provided, as well as
internal accounts are documented with the use of forms of
primary accounting documents approved by MOSENERGO.

Assets, liabilities, and economic operations are denominated
in rubles, the legal tender of the Russian Federation.

The Company’s assets and liabilities are valued in financial
statements at the actual cost of their purchase, except fixed
and intangible assets, financial investments for which their
current market value was determined, and assets for which
impairment provisions were established as legally provided for.

2. Foreign Currency Denominated Assets
and Liabilities

Economic transactions performed in a foreign currency were
recognised at the official rouble exchange rate effective
as of the transaction date. Cash amounts in foreign exchange
and deposit accounts with banks and cash department, finan-
cial investments info short-term securities and float includ-
ing issued and received foreign currency denominated loans
were recognised in financial statements as calculated on the
basis of official exchange rates as of December 31, 2006.
As of this date, the exchange rates were RUR 26.3311 for
1 USD (RUR 28.7825 as of December 31, 2005),
RUR 34.6965 for Euro 1 (RUR 34.1850 as of December 31,
2005).

Exchange rate differentials arising in transactions with
foreign currency denominated assets and liabilities over
the year, and in their revaluation as of the reporting date
were applied to the financial result as other revenues and
expenses.

3. Current and Non-Current Assets and Liabilities

In the accounting balance sheet, assets and liabilities are
recognised as current where their maturity (repayment peri-
od) does not exceed 12 months after the reporting date. Other
assets and liabilities are shown as non-current.

4. Intangible Assets

Throughout 2005, the intangible assets included
MOSENERGO's trademark.

In the financial statements, intangible assets are shown at their
historic cost minus depreciation accumulated over the peri-
od of their useful life.

5. Fixed Assets

Fixed assets include assets that are used in output of prod-
ucts, execution of works, rendering of services, as well as for
management exigencies of MOSENERGO during a term last-
ing more than 12 months.

An inventory item recognised as a fixed asset is an individ-
ual structurally separated element designed for specific inde-
pendent operation or a separated set of structurally linked ele-
ments representing an entity and designed for specific
operations.

Where a facility incorporates several parts of varying useful
life, each such part is to be recognised as an independent inven-
fory item.

Fixed assets worth up fo RUR 10,000 per unit, and purchased
books, booklets and similar publications not included into
the library stock are to be written off to expenses as they
are issued to production or operation without being recog-
nised in account 02 “Fixed Asset Depreciation”. In order to
ensure security of these items in production or operation,
MOSENERGO will organise control over their flows and avail-
ability in terms of their number.
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Fixed assets are recognised at their historic cost. Where fixed
assets were purchased for a fee, the historic cost is determined
as a sum of actual expenses associated with their purchase,
erection and manufacture, less VAT and other recoverable
taxes.

The historic cost of fixed assets received under agreements
to be performed (paid for) on a non-cash basis is the cost
of valuables passed or to be passed on behalf of the entity.
The cost of valuables passed or to be passed by the entity
is determined on the basis of the price which MOSENERGO
would normally apply to determine the cost of similar valuables
in comparable circumstances.

In the event of completion, additional equipment, reconstruc-
tion, upgrading and partial disposal of relevant facilities, the
historic cost of fixed assets as recognised in accounting books
can be changed by the value of incurred actual expenses or
salvage value of partially disposed facilities.

Fixed assets are subject to straight-line depreciation. For the
purposes of accounting of fixed assets recorded in the books
before January 1, 2002, depreciation is accrued proceeding
from the useful life thereof applicable as of the date of plac-
ing such fixed assets in operation. The useful life of fixed
assets recorded in the books after January 1, 2002, for the
purposes of accounting is determined according to the Russ-
ian Federation Government's Resolution No. 1 "On Classifi-
cation of Fixed Assets Included in Depreciation Groups" dat-
ed January 1, 2002.

For fixed assets commissioned for operation before January
1,2002, depreciation was accrued on the basis of standards
approved by USSR Government Resolution No. 1072 dated
October 22, 1990. For fixed assets commissioned for opera-
fion after January 1, 2002, depreciation was accrued in accor-
dance with Government of the Russian Federation Resolution
No. 1 “On Classification of Fixed Assets Included info Depre-
ciation Groups” dated January 1, 2002.

No depreciation was accrued on land and housing facilities
purchased before January 1, 2006, or on fully amortised facil-
ities which were not written off the balance sheet. For hous-
ing facilities purchased from January 1, 2006, depreciation
was accrued as normally provided for.

Income and expenditure incidental to the retirement of fixed
assets are stated in the Profit and Loss Statement among
operating income and expenses, with expenditure caused by
write-off and gratuitous transfers of fixed assets shown as oth-
er expenses.

In disposing of fixed assets whose cost was increased as a result
of revaluation, the amount of surplus value is to be written
off the capital surplus account against a credit entry to the
refained profit account of MOSENERGO.

Interest on loans raised to finance the purchase (construc-
tion) of fixed assets was included into the historic cost of
these facilities. Interest accrued on loans after fixed assets
were recognised in books is shown as other expenses.

The list of fixed assets is given in explanatory note Il1.1.

In 2005, the procedure of the Company's restructuring was
drawn to completion, with 13 independent entities identified
within the vertically integrated MOSENERGO and, therefore,
the following independent lines of business:

 power and heat transmission and distribution;

« power sales to consumers;

« repair and construction services;

« four power plants.

While MOSENERGO remained the holder and operator of the
main power and heat generating facilities after restructuring,
the operating environment of the restructured Company has
significantly changed as compared to the operating environ-
ment of a vertically integrated company.

Before completion of the restructuring process, the Company
would recognise its fixed assets at their revalued replacement
cost (with the fixed assets being last revalued as of January
1,2002).

Due to a significant change in the Company’s operating envi-
ronment as a result of restructuring, the Company has changed
its 2006 accounting policies as regards recognition of fixed
assets:

« fixed assets purchased before January 1, 2002 are to be
recognised at replacement cost to be determined at the
revaluation date as of January 1, 2002;

« fixed assets purchased from January 1, 2002 through
December 31, 2005 are to be recognised at their historic
cost;

« starting from January 1, 2006, the Company will revalue two
groups of fixed assets, namely, “Plant and equipment used
for power and heat generation” and “Heat main networks”.
Other groups of fixed assets will not be subject to revalua-
tion.

On March 5, 2007 the Company's Board of Directors decid-
ed to revalue the group of fixed assets “Plant and equipment
used for power and heat generation” and “Heat main net-
works” as of January 1, 2007. A summary of estimated impli-
cations of critical aspects of this revaluation is given in the
section “Events After the Reporting Date”.
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6. Financial Investments

Revenues and expenses on financial investments are recog-
nised in the Profit and Loss Statement as other revenues and
expenses. The Company set up provisions for impairment of
financial investments, with the total amount applied to oth-
er expenses.

Financial investments with determinable current market
value (tradable in the stock exchange) are recognised
in accounting books at their current market value by adjust-
ment of their value as of the previous reporting date on a quar-
terly basis. The difference between the value of financial invest-
ments estimated by their current market value as of the reporting
data and the previous value of financial investments is applied
to the financial result as operating revenues and expenses.

Impairment provisions for the difference between the book
and estimated value are to be set up for financial investments
with no determinable current market value which show a sus-
tainable depreciation. A review of financial investments
for impairment is performed once a year on December 31 of
any reporting year, once there is indication of depreciation.
The said provisions are formed at the expense of financial
results attributable to operating expenses.

The list of subsidiaries and affiliates is given in the explana-
tory note.

7. Inventories
Inventories are assessed at their actual acquisition costs.

Inventories, tools and accessories with useful life of less than
one year are recognised as inventories in account 10 “Mate-
rials”.

Special tools, special accessories, special equipment (special
fixtures) and workwear are recognised as inventories irre-
spective of their useful life.

In issuing inventories to production and other disposal, they
are valued at the average cost of a group of similar invento-
ries classified by stockage.

Deviations recognised in account 16 “Deviation in cost of
valuables” are written off in proportion to the cost of materi-
als issued to production depending on application of the
expense item.

The cost of special tools, special accessories, special equip-
ment (special fixtures), workwear (with useful life over 12
months) is written off on a straight-line basis depending on
useful life of these items.

8. Production in Progress and Finished Products

Production in process is valued at cost without accounting
for administrative expenses. The full amount of administra-
five expenses was written off on a monthly basis to the cost
of sales in the reporting period.

The category of finished products reflects finished items
which passed testing and were accepted as complete in accor-
dance with requirements of applicable standards. Finished
products were valued at their actual production cost without
accounting for administrative expenses.

9. Deferred Expenses

Expenses incurred by the Company in the reporting year but
aftributable to the next reporting periods were recognised as
deferred expenses. These expenses are o be written off even-
ly over the periods to which they are attributable in accordance
with their purpose.

10. Trade Receivables

Trade receivables were determined on the basis of prices stip-
ulated by agreements between the Company and buyers (cus-
tomers) taking into account any available discounts (addi-
tions) and VAT.

Amounts due from each subscriber and payer for supply of
power are registered by the General Directorate under agree-
ment No. 441/56-210/7156-67 dated October 24, 2005
with Mosenergosbyt. Amounts due from each subscriber and
payer for supply of heat are registered by Teplosbyt, an affil-
iate of MOSENERGO.

Bad debts are to be written off the balance sheet, once they
are recognised.

Debts not paid when due under agreements and not secured
by relevant guarantees or otherwise were shown less the bad
debt provisions. These provisions are a conservative estimate
by the Company’s management of debts which are unlikely
to be paid for. The bad debt provisions are established on the
basis of results of a review of receivables. The amount of pro-
visions is determined on a case-by-case basis depending on
the financial position (solvency) of the debtor and the likeli-
hood that the debt will be paid in whole or in part. Bad debt
provisions were applied fo increase of other expenses. Where
these provisions are not expended before the end of the
reporting year following the year of the provisions being
established, the unexpended balance is to be applied to
increase of the Company’s other expenses.
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11. Authorised, Surplus and Reserve Capital

The charter capital is shown as the amount of ordinary shares
purchased by their holders at par value. The amount of the
charter capital corresponds to the one specified in the Com-
pany's Charter.

The amount of surplus value of fixed assets, capital construc-
tion facilities and other valuables with useful life of more than
12 months specified as legally provided for, and other simi-
lar amounts were recognised as surplus capital.

In building up the surplus capital, cash on commissioned fixed
assets allocated from the Company’s profits to finance
capital expenditures was taken into account.

The surplus capital was built up at the expense of surplus
value of fixed assets as determined by revaluation, premium
realised from sale of the Company's shares at a price exceed-
ing their par value, received donations, expended accumula-
tion fund resulting from commissioning fixed assets financed
at the expense of profit generated by the Company.

The Company has to build up reserve capital designed to
compensate for any loss which, being not specifically deter-
mined, may still occur in economic turnover. The reserve cap-
ital is built up from the Company's net profit in the amount
of b percent of the charter capital.

The Company has to allocate at least 5 percent of its net
profit o the Reserve Fund on a mandatory basis until the
legally established amount of the reserve fund is achieved.

12. Provisions for Deferred Expenses

The Company does not set up any provisions for deferred
expenses.

13. Distribution and Application of Profit

The General Meeting of shareholders is authorised to approve
application of MOSENERGO'’s profit remaining at the Com-
pany's disposal after deduction of profit tax and other simi-
lar mandatory payments, including sanctions for any incom-
pliance with the tax regime.

In the profit and loss statement, the financial result of the report-
ing year is shown as net profit (retained profit), i.e. the end
financial result identified in the reporting period less any tax-
es payable from profit and other similar mandatory payments
including sanctions for incompliance with the tax regime and
taking into account deferred tax assets and deferred tax lia-
bilities.

14. Borrowings and Loans

Transactions related to issuance of bonds are recognised in
account 67 “Settlements on long-term borrowings and loans”.
The coupon yield (percent) and selling (distribution) price are
determined by a decision of the Board of Directors of
MOSENERGO.

Income (interest or discount) payable on outstanding bonds
is paid in accordance with terms and conditions of the agree-
ment and recognised by MOSENERGO as operating expens-
es incurred in those reporting periods to which these accru-
als are attributable.

The Company does not preliminarily recognise as deferred
expense any amount of income on sold bonds payable to the
lender.

The Company will translate long-term debt into short-term debt,
once 365 days remain until the principal amount is to be
repaid under the agreement.

Extra expenses incurred by the Company to receive borrow-
ings and loans, issue and place borrowing obligations will
include the cost of legal and consultancy sevices provided to
the Company, document copying work, payment of taxes and
duties (as provided for by the effective law), and other costs
directly attributable to borrowings and loans and placing of
borrowing obligations. Extra expenses attributable to bor-
rowings and loans and placing of borrowing obligations are
recognised in the reporting period in which these expenses
were incurred.
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15. Recognition of Income

Proceeds from sales of products and services were acknowl-
edged, for the purposes of accounting, as the products were
dispatched (or services rendered) fo the buyers and settlement
documents were presented by such buyers. These proceeds
are reflected in the Profit and Loss Statement less the value-
added tax, export duties, and other similar mandatory charges.

Recognized as other income of the Company are:

« proceeds associated with interest in charter capitals of oth-
er organizations;

« proceeds from sales of fixed and other assets, other than
cash (save for foreign currency), products, goods;

« interest received for granting cash assets of the organiza-
tion, as well as interest for use of cash assets by a bank
deposited on the organization's account with the bank.

16. Segmented Disclosures

Segmented disclosures are not made since the Company’s
core business is power and heat generation which accounts
for 93.1 percent of product (goods, services) sales. The Com-
pany is engaged in other business lines which are neither
material nor form identifiable reporting segments either col-
lectively or individually. The Company operates in the terri-
tory of the Russian Federation and does not identify individ-
ual geographic segments since the sources and nature of
risks are approximately identical across the Russian Federa-
fion.

17. Changes in Accounting Policies

In accordance with changes to the procedure of accounting
for income and expenses introduced by regulations of the
Ministry of Finance of the Russian Federation, other income
and other expenses should not be subdivided into operating,
non-operating and extraordinary starting from financial state-
ments for 2006. In this connection, the Company made
changes to the form of the 2006 profit and loss statement,
and adjusted comparative data for 2005 as shown in the
Company's financial statements for 2006.

In the reporting year, the Company changed its treatment
of expenses related to payment of corporate property tax.
In 2006, amounts of the tax were applied to expenses of
regular operations (in 2005, these expenses were recognised
as other expenses). In this regard, the Company adjusted
comparative data for 2005 as shown in the Company’s 2006
financial statements.

The following significant change was made to the Company’s
accounting policies in 2006:

In 2006, because of a considerable change in the Company's
operating environment as a result of restructuring, the Com-
pany’s accounting policies applicable to fixed assets were
changed:

« fixed assets purchased before January 1, 2002 are recog-
nised at their replacement cost determined at the date of
revaluation as of January 1, 2002;

« fixed assets purchased in the period from January 1, 2002
through December 31, 2005 are recognised at their historic
cost;

« beginning from January 1, 2006 the Company will revalue
two groups of fixed assets, namely, “Plant and equipment
used for power and heat generation” and “Heat main net-
works". Other groups of fixed assets will not be subject to
revaluation.

No other major change has been made to the Company’s
accounting policies in 2007.
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18. Reference and Comparative Data

In the 2006 financial statements, comparative data were
obtained by adjusting the data of the 2005 final statements
to make them conform fo changes in the 2006 pro forma finan-
cial statements.

This change was noted in the reference on the change of the
balance sheet currency in line 470 and 460 of Accounting
Balance Sheet form No. 1. Retained profit of the current year
as of December 12, 2005 (line 470, Accounting Balance
Sheet form No. 1) amounting o RUR 2,081,926 thousand was
applied to retained profit of previous years (line 470, Account-
ing Balance Sheet form No. 1).

In connection with the change fo the procedure of account-
ing for other income and expenses notfed in paragraph 15,
“Other operating income” (line 090) and “Non-operating
income” (line 120) shown in the Company’s 2005 profit and
loss statement were replaced with “Other income” (line 090).
Similarily, “Other operating expenses” (line 120) and “Non-
operating expenses” (line 130) of the 2005 profit and loss state-
ment were replaced with “Other expenses” (line 100) in the
2006 statement. In order to ensure comparability of the 2006
profit and loss statement with the previous year data, the lat-
ter were adjusted in line with the said change to the form of
the Company’s annual financial statements for 2006.

In addition, the 2005 comparative data were adjusted in con-
nection with the change fo treatment of corporate property
tax noted in paragraph 15 in relation to accounting policies,
and recognition of job quota tax and regular vacation bene-
fits as unit cost. Previously, the job quota tax and vacation ben-
efits were recognised as other expenses.

RUR'000

Item name Non-adjusted Adjusted
(line code) amount amount
Cost of goods (products, services) sold 63,108,986 1,078,717 64,187,703
(020)

2. Other income (090) 0 - -

3. Other expenses (100) 6,538,338 -1,078,717 5,459,621
Total 69,647,324 0 69.647.39
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Ill. Disclosure of Significant Reporting Indicators

1. Fixed Assets
(line 120 of the Balance Sheet)

The cost of fixed assets by groups as of December 31, 2006 RUR000

Name of fixed asset group Historic Salvage value % of total
(replacement) cost replacement cost

Buildings 21,794,648 13,770,492 22.60

2. Facilities 25,369,749 9,192,341 26.31

3. Plant and equipment 48,492,107 16,967,402 50.30

4, Transport vehicles and other fixed assets 723,007 308,667 0.75

5. Land 85 85 0

6. Housing 37,012 37,012 0.04
Total 96,416,608 40,275,999 Iy

Accrued depreciation:

buildings 11.03%
facilities 2452%
plant and equipment 62.61%
transport vehicles and other fixed assets 1.84%

Fixed assets commissioned over 12 months of 2006 totaled

RUR 4,639.53 million, including:

« TEP-1 - replacement of turbine No. 31;

« LAPS-3 - a gas turbine commissioned at GTU-TEP in Elek-
trostal;

« TEP-9 - reconstruction of a steam exhaust system of tur-
bines R-50-130, plant No. 5,10 with installation of system
water heaters (peaking water heaters);

e TEP-21 - replacement of turbine unit No. 5;

« TEP-22 - technical upgrading of an emergency coal stor-
age with cargo handling equipment replaced.

Work was completed to commission cells and capacity for
additional power load on TEP MOSENERGO, with other work
being performed.

The replacement cost of equipment (fixed assets) refired in
2006 was RUR 716,303 thousand.

In 2006, work was continued fo ensure state registration of
title to real estate of power plants, service and non-core
branches.

As of January 1, 2007, once restructuring of MOSENERGO
was complefed and fixed assets passed to the balance sheet
of split-off companies in accordance with the separation bal-
ance sheet, the Company had 3582 real estate items to be
registered on its balance sheet, of which 3252 or 90 percent
were registered. In 2007, state registration certificates were
issued for 55 items.

The Company is sfill to register 330 items, with 195 relating
to split-off companies by the technological principle.

Under Federal Law No. 69-FZ “On State Registration of Title
to Real Estate and Related Transactions” dated June 09,
2003, a cadastral plan of the territory or plan of the proper-
ty indicating its cadastral number is a mandatory attachment
to documents required for state registration of title to real estate
(Article 17).

This piece of legislation provides for a need to perform land
surveying and ensure state cadastral registration of land used
by MOSENERGO.

As of January 1,2007 MOSENERGO ensured state cadastral
registration of 216 locations totaling 6002 ha out of 624 lo-
cations totaling 7883 ha which accommodate the Company's
facilities.

The cost of properties in process of state registration as
accepted for operation and actually used is RUR 179 million.
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2. Construction in Progress
(line 130 of the Balance Sheet)

The Company has been engaged in construction and recon-
struction of facilities. As of the start of 20086, the costs attrib-
utable to construction in progress were RUR 2,377,061 thou-
sand, with costs fotaling RUR 9,588,868 thousand incurred
over the year, and RUR 4,641,812 commissioned and written
off, including RUR 1,838 thousand written off, and RUR 440
thousand of construction in progress sold. The remaining costs
of construction in progress were RUR 7,324,117 thousand.

The most significant facilities of capital construction:

Name of Name of facility by title Amount,
branch RUR’000

TEP-27 Main building (title Severnaya TEP (TEP-27) MOSENERGO.

Project adjustment with installation of power unit type CCP-450T No. 3, 4) 1,468,443
TEP-27 Ostashkovskaya heat main line from TEP-27 980,089
TEP-21 Capacity building of unit No. 11 687,232
TEP-16 Capacity building of GDU-10 kV 275,172
TEP-25 Third phase. Capacity building of WTP 259,005
General Druzhinnikovskaya
Directorate heat main line 226,349
IVC Automated data measurement and billing system for commercial power

supply and remote control systems (AEBS MOSENERGO) 225,883
TEP-22 Technical upgrading of an emergency coal storage 149,569
TEP-27 Cooler No. 2 (title Severnaya TEP (TEP-27) MOSENERGO.

Project adjustment with installation of power unit type CCP-450T No. 3, 4) 129,698
TEP-26 Power unit CCP 400-420, power station No. 8 114,122
TEP-9 Reconstruction of turbine ST 60/75-130/13, power station 5 103,377
TEP-16 MUD cycle reconstruction 84,303
TEP-20 Distribution unit 10 kV 66,039
TEP-21 Reconstruction of GDU-10 kV No. 3 58,651
TEP-12 Reconstruction of CDU-110 kV with replacement 45,747
TEP-23 Reconstruction of boiler No. 8 45,047
TEP-1 Reconstruction of steam pipe at boiler plant No. 2 39,746
LAPS-3 Construction of GTU-TEP at Pavlovo-Posad 23,612
Total 4,982,09

MOSENERGO Investment Program for 2007

Over the last few years the Moscow Region has been show-
ing a sustainable growth of power consumption due a con-
siderable increase of construction of housing, utilities and
other facilities.

In 2006, an Investment Program for design, construction and
commissioning of power generation facilities was adopted. The
program is expected to be financed largely through issuance
of additional shares of MOSENERGO (see Section 9 “Compa-
ny Shares”).
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Under ordinance No. 679 “On Adjusting the 2006 Capital
Construction Plan” dated December 29, 2006 capital construc-
fion was RUR 14,697.0 million in actual prices including
RUR 5,949,173 thousand of advance payments to contrac-
fors estimated as of December 31, 2006.

In 2007, MOSENERGO expects to invest a total of RUR
33,357.24 million, including:

RUR 23.187.85 million into new construction, including RUR
21,033.08 million into construction of new power units based
on high-performance combined cycle technology:

« unit No. 11 at TEP-21;

« unit No. 8 at TEP-26;

« units No. 3 and No. 4 at TEP-27;

technical upgrading and reconstruction - RUR 10,110.54 mil-
lion including reconstruction of TEP-12 with CCP-170
to be installed (RUR 1,200.0 million), continued work
fo install GTE-65 with a steam exhaust-heat boiler at TEP-9
(RUR 450.0 million), continued work to upgrade an emer-
gency coal storage (RUR 300.0 million) and to upgrade
MUD at TEP-22 (RUR 700.0 million), process flow related
work to increase reliability, environmental and fire safety
(RUR 3,242.01 million), and reconstruction work on GDU-10
kV at TEPs MOSENERGO;

non-industrial construction - RUR 58.85 million includ-
ing purchase of apartments for specialist staff at TEP-21, 26,
27 (RUR 50.0 million).

In 2007, it is expected to commission a total of 530 MW pow-

er generating facilities:

« unit No. 3 at TEP-27 - 450 MW,

« turbine No. 5 at TEP-9 - MW 20;

« upgrading ST-60-130 No. 1 at TEP-22 - 20 MW;

« electric power generation of CCP MES-60 at TEP-28 -
40 MW.

In 2007, it is also envisaged to complete a technical upgrad-
ing program aimed at increasing reliability of power equip-
ment.

Priority areas in the 2007 investment program included con-
struction of new power units based on high-performance
combined cycle technology - No. 11 at TEP-21, No. 8
at TEP-26 and No. 3 at TEP-27.

3. Long-Term Financial Investments
(line 140 of the Balance Sheet)

At the close of the reporting year, the Company's long-term
financial investments totaled RUR 25,693 thousand, of which
7.83% are investments in subsidiary companies, 56.59% -
investments in associated companies, 17.77% - investments
in other organizations, 17.81% - sundry long-term financial
investments.

In 2006, long-term financial investments underwent the fol-
lowing changes:

1. Under the Board of Director’s decision No. 12 dated Octo-
ber 30, 2006 it was decided to dispose of MOSENERGO'’s
participation stakes in entities where the Company held stakes
or shares of non-core assets:

« OAO MAB Tempbank;

« ZAO Metals Exchange.

In 2006, these shares were disposed of.

2. Under the MOSENERGO's Executive Board decision No. 4 1pr
dated April 24, 2006, it was decided to dispose of
MOSENERGO'’s participation stakes in entities where the
Company held stakes or shares of non-core assets:

» 000 Teploset-Service.

In 2006, the participation stake in 000 Teploset-Service
was disposed of.
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Long-term financial investments as of December 31, 2006

RUR'000

Item Company Core Invest-  Confribution Amount Confribution  Share of the
No. name operations ment amount as of of accrued amount as of  authorized
date  31.12.2006 provisions for 31.12.2006 capital
impairment plus accrued held by
of financial provisions MOS-
investments ENERGO,
as of %
31.12.2006
1. Energoinvest-ME,  Brokerage 1994 2,249.10 237.60 2,011,500 90.0
a closed services
joint-stock
company
2. Seba-energo, Design and 1995 520.96 0 520.96 44.0
a limited liability manufacture
company of instruments
3. Transport Banking 1997 12,304.90 0 12,304,90 2461
Investment Bank,  transactions
a commercial
bank (limited
liability company)
4. AOZT Financial 1997 118,139 118,139 0 100.0
Mosenergo- fransactions
Finance B.V.
5. Ergomax Repairs and 1993 0.5 0 0.5 24.27
production consfruction
firm, a limited
liability company
6. Shatura Peat Peat digging 1998 1,712.524 0 1,712,52 3399
Digging Industrial
Association,
an open
joint-stock
company
7. Energoconsult, Consultancy 1991 4.999 4999 0 100.0
a closed services,
joint-stock design activities,
company engineering
services
8. EPA Energy Travel, 1991 153.375 153.375 0 99.92
Production dental care
Enterprise,
a limited liability
company
9. Segol Electric 1998 4,446.270 4,446.270 0 8.81
RadioPage Inc. communi-
cations J
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Long-term financial investments as of December 31, 2006

RUR'000

Item Company Core Invest-  Confribution Amount Confribution  Share of the
No. name operations ment amount as of of accrued amount as of  authorized
date  31.12.2006 provisions for 31.12.2006 capital
impairment plus accrued held by
of financial provisions MOS-
investments ENERGO,
as of %
31.12.2006
10.  Moscon, Production 1992 200.00 200.00 0 20.0
a closed waste
joint-stock disposal
company
11.  Aquatron, Fishery 1991 0.02 0.02 0 0.67
a closed
joint-stock
company
12.  Khoroshevskaya Construction 1994 91.22 91.22 0 16.1
Power of combined
Company, cycle TEP
a closed
joint-stock
company
13.  Telecomenergo, Telecom 1999 150.0 150.0 0 15.0
a closed joint-stock
company
14.  Energogarant- Investment, 1998 3,000.0 0 3,000.0 12.0
Invest Ltd, brokerage
a closed services
joint-stock
investment
company
15.  Energogarant, Insurance 1993 1,564.86 0 1,564.86 0.18
an open joint-stock
insurance
company
16.  Shatura Meat Food 1992 0.891 0.891 0 1.1
Factory,
an open
joint-stock
company
17.  Kryokor, Research 1993 0.25 0 0.25 0.59
an open and
joint-stock development
company
18.  Other 4,577.75 0 4,577.75
Total 31,095.758 5,402.514 25,693.244 J
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4. Inventories
(line 210 of the Balance Sheet)

Inventories were valued as actual costs associated with their
purchase, their value as of the year end being RUR 4,675,754
thousand which represented 22.43 percent of the Company’s
current assets or 6.75 percent of tofal assets.

The cost of fuel was RUR 2,998,412 thousand as of Decem-
ber 31,2006 and RUR 1,945,282 thousand as of January 1,
2006.

5. Trade Receivables
(lines 230 and 240 of the Balance Sheet)

The Company's core operations include generation of elec-
tric power fo the wholesale market, and generation and sup-
ply of heat to the retail market of Moscow and Lubertsy,
Dzerzhinsky, Stupino, Elektrogorsk, Elektrostal, Orekhovo-
Zuyevo of the Moscow Region.

Throughout 2006, MOSENERGO would make settlements
with customers for supply of electricity and heat at the tar-
iffs established by the FTS of Russia, REC Moscow, Moscow
Region Energy Committee (MREC), and at the tariffs of the com-
petitive segment of the wholesale market for electric power.

Electric power tariffs for the Company’s power plants were
introduced since January 1, 2006 under FTS of Russia Ordi-
nance No. 572-e/2 dated December 3, 2005, while the tar-
iffs for consumers in the retail heat market under REC Moscow
resolution No. 86 dated December for consumers located in
the territory of Moscow and MREC Governing Board Proto-
col No. 37 dated December 27, 2005 for consumers located
in the territory of the Moscow Region.

Since January 1, 2006 the following electricity tariffs are
effective in the requlated segment of the wholesale market:
Tariff change

as compared to 2005, %

Tariff rate for supplied capacity,
RUR thousand/MW

93,682.8 21.0

Tariff rate for power, RUR/MWh

335.86 10.0

Average tariff, RUR/MWh

548.22 14.2

NI

Heat tariffs: RUR/Gcal
Average supply tariff in 2006

Moscow
Region

Approved 459.49 460.49 44453
Actual 459.43 459.78 451.26
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A minor reduction of the average tariff in Moscow was due
to reduction of the tariff charged to consumers of heat as the
tariff component relating to transport services did not apply
to consumers operating their own heat grids.
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Increase of heat tariffs by consumer groups in 2006, (hot water)

RUR/Gcal

2005 2006 Growth, % 2005 2006 Growth, %
Public budget consumers 4146 464.73 121 398.9 422.6 5.9
Population (VAT excluded) 246.56 328381 333 333.0 3585 7.7
Other consumers 4412 488.1 10.6 397.38 441.1 11.0

Based on the output and installed capacity of power plants, the
average single-rate tariff for electricity supplied by MOSENERGO
over 12 months of 2006 was RUR 550.0/MWh, including
the tariff rate of RUR 336.3/MWh for electricity, and tariff
rate of RUR 93,692.8/MW for installed capacity per month.

Over 2006, the target single-rate tariff for electricity gener-
ation grew 13.2 percent generally in relation to the above far-
iff charged in comparable conditions in 2005, including
growth of electricity rate of 10.2 percent and growth of
installed capacity of 21.0 percent.

In 2006, the following sales arrangements were effective in

the wholesale market for electricity:

« from January to September, 85 percent in the regulated
segment and 15 percent in the free market segment;

« from September to December (with introduction of NOREM
rules), 100 percent of installed power and 97 percent of elec-
tricity under RBA (regulated bilateral agreements) and 3 per-
cent in DAM (“day ahead” market).

On the basis of these arrangements, MOSENERGO's estimat-
ed single-rate tariff in 2006 was RUR 545.2/MWh.

Operation in the NOREM environment affected reduction of
the single-rate tfariff.

Decoding of Receivables, line 230

Since January 1, 2006 the Company applied tariffs for sale
of heat by OAO Moscow Heat Grid Company with the purpose
of compensating process consumption within grids as approved
by REC Moscow Resolution No. 114 dated December 30,
2005 and MREC Executive Board Protocol No. 37 dated
December 27, 2005. In the territory of Moscow this tariff
was RUR 277.65/Gcal, in the territory of the Moscow
Region - RUR 256.82/Gcal. The average tariff for sale of
heat losses over 2006 was RUR 276.83/Gcal.

Since January 1, 2006 end consumers located in the territo-
ry of Moscow are charged on the basis of tariffs approved by
REC Moscow Resolution No. 86 dated December 12, 2005,
while those located in the territory of the Moscow Region on
the basis of charges approved by MREC Protocol No. 37 dat-
ed December 27, 2005.

The average tariff for supply of heat fo end consumers over

12 months was RUR 458.69/Gcal, including RUR 459.02/Gcal
in Moscow and RUR 451.26/Gcal in the Moscow Region.

RUR'000

Amount as of Amount as of
31.12.2005 31.12.2006

Buyers, customers 10,054
2. Bills receivable 0 0
3. Advances issued 0 0
4. Other debtors

(other accounts receivable also include the amount

of installment issued fo MOSENERGO's employees

for purchase of housing, to be repaid in more than

12 months after the reporting date) 62,854 70,830

Total 72,908

riony/
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Decoding of Receivables, line 240

RUR'000

Amount as of Amount as of
31.12.2005 31.12.2006

Buyers, customers 3,929,555 2,296,418

2. Bills to receive 0 0

3. Advances issued 474,685 6,463,333

4. Other debtors 1,852,871 872,661
Total 6,257,111 9,632,41y

The amount of receivables shown in the balance sheet also
included the accrued bad debt provisions.

As of December 31, 2006, the debt for supply of power and
heat was RUR 1,428,008 thousand, debt for supply of goods
and services was RUR 868,410 thousand, out of total trade
receivables worth was RUR 2,296,418 thousand.

The flow of bad debt provisions over the reporting period
is shown in the table below:

Flow of bad debt provisions RUR'000
Balance of bad debt provisions as of January 1, 2006 1,427,133
Bad debt provisions accrued in 2006 1,149,489
Written off to bad debt provisions in 2006 165,548
Balance of unused bad debt provisions applied to profit in the end of 2006 1,300,857
Balance of bad debt provisions as of January 1, 2007 1,110,2 ly
Comparative indicators of receivables RUR'000

D D e
Reduction (-)

Total receivables:

Line 230 71,001 72,908 -1,907
Line 240 9,632,412 6,257,111 3,375,301
TOTAL 9,703,413 6,330,019 3,373,394
Including:

Trade receivables

Line 231 171 10,054 -9,883
Line 241 2,296,418 3,929,555 -1,633,137
TOTAL 2,296,589 3,939,609 -1,643,020
Advances issued 6,463,333 474,685 5,988,648
Other debtors 943,491 1,915,725 -972,234
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As compared to 2005, accounts receivable generally grew
RUR 3,373,394 thousand or 53.29 percent, with trade receiv-
ables reducing by RUR 1,643,020 thousand or 41.71 per-
cent. As of December 31, 2006, debt for supplied electricity
and heat was RUR 1,428,179 thousand showing a reduction
of RUR 1,987,547 thousand as compared to the beginning of
the reporting period.

Other accounts receivable fell RUR 972,234 thousand or
50.75 percent, advances grew RUR 5,988,648 thousand or
1,36 1.6 percent. Generally, advances grew on contracts entered
for construction of facilities at TEP-21, TEP-26 and TEP-27.

Deferred expenses

The Company’s deferred expenses as of December 31, 2006
were RUR 168,359 thousand, including:
« deferred vacation RUR 9,732 thousand
« insurance costs RUR 56,711 thousand
« software user rights RUR 71,387 thousand
« staff training RUR 9,102 thousand
« licenses RUR 2,622 thousand
« subscription costs RUR 1,384 thousand
« design document
development costs
« other

RUR 2,581 thousand
RUR 14,840 thousand

Insurance costs and software user right costs are to be writ-
ten off at dates provided for in the relevant agreements.

6. Other long-term liabilities
(line 520 of the Balance Sheet)

Long-term liabilities of MOSENERGO include long-term loans,
other long-term liabilities to be repaid after January 1, 2008,
and also deferred tax liabilities.

Long-term accounts payable of MOSENERGO include accounts
payable for MOSENERGO's bills sold by OAO Mezhtopener-
gobank amounting to RUR 190,247 thousand. Payment for
the realized bills is to be made on demand but not before
2008-2010.

Loans and credit
(lines 510 and 610 of the Balance Sheet)

In 2006, loans and credit included info the value of invest-
ment assets were RUR 591,491 thousand.

As of December 31, 2006 loans and credit including any
accrued interest were RUR 21,152,995 thousand.

In March of 2006, MOSENERGO offered series 02 non-
convertible commercial interest bearing bonds payable
to the bearer, to be repaid on the 3640th day from the date
of the bond issue placement.

A total of 5 million bonds totaling RUR 5 million were offered,
with coupon interest of 7.65 percent per annum.

Series 02 bonds were included into the prime level “A” quo-
tation list of ZAO MICEX stock exchange.

In September of 2006, MOSENERGO offered series 01 non-
convertible commercial interest bearing bonds payable
to the bearer, fo be repaid on the 1820th day from the date
of the bond issue placement.

A total of 5 million bonds totaling RUR 5 million were offered,
with coupon interest of 7.54 percent per annum.

Long-term bank loans grew RUR 9,990,057 thousand over the
year, with short-term bank loans growing RUR 22,997,445 thou-
sand, including through reclassification of long-term loans
to the amount of RUR 664,191 thousand; in 2006, short-term
loans fotaling RUR 31,218,410 were repaid. In the reporting
period, short-term borrowings fell RUR 190,750 thousand.
Moreover, the Company met its repayment liabilities on loans
and credits, and paid interest on borrowings at due dates
and in full extent.

The information on the flow of borrowings and their collat-
eral is shown in Annex No. 1 to the Explanatory Nofe.
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7. Short-Term Payables
(line 620 of the Balance Sheet)

As part of short-term payables the Company showed settle-
ments with suppliers and contractors, debt on the remuner-
ation of labor, debt to the public extrabudgetary fund, debt
to the budget etc.

As compared to 2005, short-term payables grew RUR
1,919,430 thousand or 37.52 percent, with payables to repair
entities growing RUR 16,401 thousand or 4.78 percent, and
payables to other suppliers growing RUR 599,417 thousand
or 70.9 percent. Payables to construction entities grew RUR
1,174,959 thousand or 144.64 percent. Debt to the budget
is of a current nature.

Short-term payables: 7,035,210
including:
Suppliers and contractors: (line 621 of the balance sheet) 4,567,546
Of which:
fuel suppliers, including: 602,764
000 Mezhregiongaz 465,302
OAO Gazpromregiongaz 35,359
overhaul, including: 359,822
000 Energoremstroy-1 23,017
Spetsstroydesign 15,475
OAO GK Strimenergo 9,074
ZAO Mosenergoremont Service 17,593
capital construction, including: 1,987,317
00O INTREK firm 143,255
ZAO URalenergogaz 143,952
000 Energoremstroy-1 55,876
OAO IC Energy Assets 105,104
provision of services, including: 1,444,867
GUP Mosinzhproekt 17,700
OAO MOEK 21,509
000 Belenergomash 21,357
GK OAO Strimenergo 25,203
Debt on remuneration of labor (line 622 of the balance sheet) 215,424
Debt to public extrabudgetary funds (line 623 of the balance sheet), 86,327
of which:
Pension Fund of the Russian Federation 58,898
Mandatory health insurance fund 8,599
Social insurance fund 3744
Debt on taxes and duties to be paid to the budget (line 624 of the balance sheet), 725,210
of which:
Federal budget 328,493
budget of constituent territories of the Russian Federation 388,702
local budget 8015
Other creditors, total (line 625 of the balance sheet), 1,440,703
of which:
VAT on unpaid products 273,862
Grand total 7,035,210
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Deferred income
(line 640 of the Balance Sheet)

As part of deferred income, the Company showed RUR 523,46 1
thousand of special purpose financing received from the
Government of Moscow as of December 31, 2006 and Decem-
ber 31,2005. The funds were provided on a non-reimbursable
basis for construction of specific facilities.

8. Surplus capital
(line 420 of the Balance Sheet)

The surplus capital was formed by an increase in value of fixed
assets as defermined by revaluation, replenishment of own
current capital, and transfer of the accumulation fund used on
commissioned fixed assets to the surplus capital.

The surplus capital decreased by the amount of revaluation of
retired fixed assets as applied to retained profit of previous years
in the amount of RUR 19,871 thousand.

9. Company Shares

As of December 31, 2006, the authorized capital of the Com-
pany is fully paid up and totals RUR 28,249,359,700:

Total number, Par value, Par value of shares
pieces RUR held by the Company,
RUR
Ordinary shares 28,249,359,700 28,249,359,700 0
Preferred shares N/A - -
Total 28,249,359,700 28,249,359,700 0

In 2006, MOSENERGO neither initiated additional offerings
nor redeemed its shares.

Workers of the Company are holding 599,278.5 thousand
ordinary shares (975,770.6 thousand shares in 2005), while
subsidiaries and affiliated persons are holding 32.6 thousand
ordinary shares (32.6 thousand shares in 2005).

In 2006, low volume of trading was typical of MOSENERGO
outfstanding shares, which is due to a small number of free-
floating MOSENERGO shares.

The minimum and maximum quotations of the MOSENERGO
share in 2006 were registered on February 15, at RUR 3.969
and on May 30, at RUR 6.298 respectively.
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The structure of MOSENERGO's authorized capital is as fol-
lows, (%):

as of 01.01.2006 as 0of 01.01.2007

RAO UES OF RUSSIA 50.9 50.9
OAO Moscow Integrated Energy Company 2.95 2.95
Russian companies 395 40.16
Foreign companies 161 1.16

Individuals

5.04 4.83J

Extraordinary General Meeting of MOSENERGO Sharehold-
ers held on December 20, 2006 (Minutes No. 2 dated Decem-
ber 20, 2006) resolved to increase the MOSENERGO char-
ter capital through private offering of additional ordinary
registered uncertificated shares MOSENERGO in the number
of eleven billion five hundred million shares (11,500,000,000)
in favor of OAO Gazprom and/or its affiliated persons. The
raised funds are intended to cover the implementation of
MOSENERGO's investment program on designing, construc-
tion and introduction of energy facilities.
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The additional emission and prospectus were registered under
state registration number 1-01-00085-A-004D with the Fed-
eral Service for Financial Markets of Russia.

The additional ordinary shares of MOSENERGO were offered
at a price of RUR 5 (five) 28 (twenty eight) kopeks in com-
pliance with the offering price procedure approved at the
General Meeting of shareholders on December 20, 2006
(Minutes No. 2 dated December 20, 2006).

10. Government Assistance

In the accounting year the Company received budget funds -
agricultural subsidy - fo the amount of RUR 21,435 thousand.
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11. Key Subsidiaries and Affiliated Companies

Subsidiaries

W Subsidiary

Interest in the
charter capital, %

1. Energoinvest-ME, 90.0 29-33 Valovaya ul. Brokerage
a closed joint-stock company A, Moscow, 113054, services
2. Energoconsult, 100.0 1 Montazhnaya ul., Consulting services,
a closed joint-stock company Moscow, 107497 project activity,
engineering services
3. EPA Energy and Industrial 99.92 5 Golyanovskaya ul,, Travel,
Enterprise, bld. 9, dental care
a limited liability company Moscow, 105095
4. AOZT Mosenergo-Finans B.V 100.0 45 AIRT VAN NESSART, Financial
3012 CA ROTTERDAM, transactions
the Netherlands J

The Company holds ordinary shares issued by its subsidiaries.
No changes in the composition of subsidiaries took place
in 2006.

Affiliated Companies

charter capital, %

1. Seba-Energo, 44.0 29, 2nd Kozhukhovsky pr-d, Instrument
a limited liability company Moscow, 109432, development
2. Transport and 2461 18 Sadovo-Spasskaya ul., Banking
Investment Bank, bld.1, Moscow, 107078
Commercial Bank
(a limited liability company)
3. Ergomaks 24.27 1 Ostapovsky pr-d, Construction
Production Firm, Moscow, 109316 and repairs
a limited liability company
4. Shatura Peat Digging 3399 2 Chernozersky pr-d., Peat digging
Industrial Association, Shatura,
an open joint-stock company Moscow Oblast, 140700 J

The Company is holding ordinary shares issued by its
affiliated companies. In 2006, Company’s interest in charter
capitals of affiliated companies changed due to investments
in 000 Teploset-Service.
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12. Revenues and Expenditures from Ordinary
Types of Activity

Revenues and expenditures in the accounting year are rec-
ognized separately for ordinary types of activity in the Profit
and Loss Report, and for sundry revenue and expenditure
with decoding by type and value as well as year-on-year.

In the accounting year, the revenues from shipping dropped
by 1.05% year-on-year to RUR 70,267,375 thousand.

RUR'000
Deviation
Total revenues (item 010, form No.2) 70,267,375 71,010,108 -742,733 1.05
Including sales of:
electricity to internal consumers taking
into account electricity (electrical power)
through the NOREM 30,770,918 39,398,951 - 8,628,033 219
heat energy 31,684,329 27,539,121 4,145,208 15.05
Other goods (works, services ) 7,812,128 4,072,036 3,740,092 91.85
including:
realization of electricity 3,158,001 894,917 2,263,084 252.88
lease services 1,067,768 686,070 381,698 55.64
project works 532,963 301,376 231,587 76.84
makeup 439,378 329,690 109,688 39

In 2006, finished product supply (excluding VAT) totaled RUR
70,267,375 thousand, electricity and heat supply totaled
RUR thousand 62,455,247. Revenues from sales of electric-
ity and heat energy reduced by 6.7% year-on-year or dropped
by 4,482,825 RUR thousand. It was the industry reform that
was mainly responsible for reduction of finished products.
Revenues and expenditures of the Companyin Q1 2005 were
recognized on the basis of the tariffs approved and actual pow-
er balance of the energy company as a whole.

Cost of finished products in 2006 totaled RUR 65,210,940 thou-
sand, energy production costs totaled RUR 62,455,247 thou-
sand. The actual cost of 1 kWh of supplied electricity totaled
kopek 46.83/kWh. Actual cost of production of 1 Geal of heat
energy fotaled RUR 454.82/Gcal.
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MOSENERGO Energy Production Profitability

Energy production profitability

4.73%

12.21%

Electricity production profitability

12.16%

18.96%

Heat energy production profitability

-1.6%

3.78%

In 2006, revenues from sales of finished products totaled

RUR 4,983,573 thousand, profit from sales of electrical and

heat energy totaled RUR 2,820,173 thousand:

« profit from sales of electrical power - RUR 3,335,876 thou-
sand;

« loss from sales of heat energy fotaled RUR 515,702 thou-
sand.

Net profit in 2006 totaled RUR 1,523,725 thousand.

The generated profit will be sufficient to build up the required
reserve for distribution of the scheduled volume of dividends
on the basis of the Company's 2006 year-end performance.

Electricity supply tariffs in 2006 allowed MOSENERGO to
stay self-financed, as well as reach 7.63% of total profitabil-
ity, 12.16 % of electrical power profitability, and -1.6% of prof-
itability from sales of heat energy.

13. Sundry revenues and expenditures

Sundry revenues and expenditures are comprised of the following groups:

RUR'000

Sundry Revenues 2,983,256 2,329,224
including:
from realization of fixed assets (net of apartments) 1,287,627 2,844
including under the agreement on compensation for losses 1,031,946 0
balance of unused amount on bad debts 731,940 1,300,857
from sales of securities 244,835 292
from sales of sundry assets 165,647 479,910
from realization of MPZ 158,992 138,061
fines, penalties and surcharges, recognized or bound to be collected by court’s decision 108,512 3,328
profit of previous years 71,605 218,502
exchange rate differences 55,071 122,952
insurance compensation 25,489 2,632
accounts payable over three years 1,771 2,554
from sales of apartments 1,141 1,113
other 130,626 56,1y
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RUR'000

Sundry Expenditures 5,459,621 3,822,561
including:
provision for bad debts 1,475,128 1,149,489
bank services 670,751 147,783
VAT at the cost of profit 321,638 277,976
fines, penalties and surcharges, recognized or bound fo be collected by court’s decision 311,614 114,384
from sales of securities 235,094 291
from realization of fixed assets (net of apartments) 185,793 1,205

including under the agreement on compensation for losses 21,728 0
losses of previous years 178,828 347,536
from realization of MPZ 152,111 135,911
consulting services 147,988 81,266
lump-sum bonus payment 129,918 22,500
restructuring costs 128,276 0
exchange rate differences 114,013 23,057
compensatory payments to workers 108,297 51,472
pecuniary aid 102,428 92,186
sponsored assistance 93,424 65,169
costs of all-expenses-paid trip and medical treatment 77,763 84,953
no income retirement of assets 66,157 20,032
mainfenance of social-related facilities which generate no income at the cost of profit 63,942 52,921
maintenance of NEI MOSENERGO College 59,701 70,535
from sales of sundry assets 55,114 506,512
payments for the right to use of land 51,870 51,743
costs of environment protection measures 45,360 0
maintenance of NME MOSENERGO Medsanchast 27,923 113,095
contributions to Private Pension Fund (PPF) 25,001 0
costs of the energy efficiency program at Moscow Region 25,000 2,000
accounts receivable recovery services 24,816 15,280
contributions fo the trade union committee 0.3% 19,039 16,087
costs of training of students 17,866 9,942
benefit payable at retirement 16,325 9,637
costs of cultural-enlightenment events 16,246 16,906
accounts receivable more than three years old 15,871 3,565
bonuses paid on the occasion of anniversaries 14,686 13,355
costs of maintenance of non-core fixed assets operated by selected companies 14,104 10,373
depreciation of non-production fixed assets 10,993 1,562
payments for emissions above the allowable level 8,736 6,767
production-related leqal costs 7,696 14,326
costs of seminars, meetings 5,160 4,506
contributions to extrabudgetary funds 4,026 17,850
penalties imposed by administrative inspection 1,455 225
maintenance of NEI CPK MOSENERGO 1,411 0
payment for additional leaves 1,393 1,053
from sales of apartments

other

97 1,113
426,569 267.998J

In 2006, sundry revenues reduced by a total of RUR
654,032 thousand for the items as follows: from realization
of fixed assets - by RUR 1,284,783 thousand, including agree-
ments on compensation for losses - by RUR 1,031,946 thou-
sand; from sales of securities - by RUR 244,543 thousand;
from realization of MPZ - by RUR 20,931 thousand, fines,
penalties - RUR 105,184 thousand. Sundry revenues increased
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for the items as follows: exchange rate differences - by
RUR 67,881 thousand, profit of previous years - by RUR
146,897 thousand, profit from sales of sundry assets - by RUR
314,263 thousand; sundry revenues in the item on the recov-
ered unused balance of the provision for bad debts - by RUR
533,923 thousand.
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In 2006, sundry expenditures reduced year-on-year by

1,637,060 RUR thousand for the items as follows:

« realization of fixed assets to the amount of RUR 184,588 thou-
sand;

« sales of securities to the amount of RUR 234,803 thou-
sand;

« provision for bad debts to the amount of RUR 325,639 thou-
sand;

« bank services to the amount of RUR 522,968 thousand;

« fines, penalties and surcharges, recognized or bound
to be collected by court’s decision to the amount of RUR
197,230 thousand;

« exchange rate differences to the amount of RUR 90,956 thou-
sand;

« sponsored assistance to the amount of RUR 28,255 thou-
sand;

« VAT at the cost of profit to the amount of RUR 43,662 thou-
sand;

« costs of environment protection measures to the amount
of RUR 45,360 thousand;

e lump-sum bonus payment to the amount of RUR 107,418 thou-
sand.

« financial aid to the amount of RUR 10,242 thousand;

« costs of the energy efficiency program in the Moscow Region
to the amount of RUR 23,000 thousand;

« restructuring costs to the amount of RUR 128,276 thou-
sand;

« consulting services to the amount of RUR 66,722 thou-
sand;

« works completed at the cost of profit fo the amount of RUR
77,562 thousand;

« compensatory payments to workers to the amount of RUR
56,825 thousand;

« maintenance of social-related facilities to the amount of RUR
11,021 thousand.

Sundry expenditures increased for the following items:

« sales of sundry assets - RUR 415,398 thousand;

« losses in previous years - RUR 168,708 thousand;

« maintenance of NEl MOSENERGO College - RUR 10,834 thou-
sand;

« maintenance of NME MOSENERGO Medsanchast - RUR
85,172 thousand;

« contributions to extrabudgetary funds - RUR 13,824 thou-
sand.

14. Taxes

Pursuant to the rules of Accounting Provisions 18/02 “Account-
ing for Profit Tax Settlements” and as a result of application of
different rules of accounting of revenues and expenditures in the
accounting and as a result of application of different rules of recog-
nition of revenues and expenditures in bookkeeping and fiscal
accounting, a gap has been developed between accounting prof-
it and taxable profit which is reflected in the balance sheet and
the profit and loss report.

Contingent expenditures on profit tax totaled RUR 718,216
thousand in 2006.

Permanent differences derived from revenues and expenditures
which are not recognized for tax purposes pursuant fo the rules
specified in Chapter 25 of the Tax Code of the Russian Federa-
tion, both in the accounting period and subsequent periods. Per-
manent tax liability for 2006 totaled RUR 750,627 thousand.

Temporary differences derived from the use of different meth-
ods of recognition of revenues and expenditures in bookkeep-
ing and fiscal accounting in time.

1. Deferred tax liability (DTL) has derived from different
methods of accounting: build-up of the provision for bad
debts, fixed assets depreciation, software products, expens-
es on special clothing, work in progress.

DTL balance at the beginning of 2006 totaled RUR 331,976 thou-
sand, including:

« fixed assets depreciation

« software products

« expenses on special clothing
« work in progress

RUR 321,490 thousand;
RUR 9,270 thousand;
RUR 2,086 thousand;
RUR -870 thousand.

In 2006, DTL increased by RUR 246,379 thousand, and at
year-end 2006 DTL balance totaled RUR 578,355 thousand,
including:

« fixed assets depreciation

« software products

« expenses on special clothing
« work in progress

« provision for bad debts

RUR 481,505 thousand;
RUR 2,551 thousand;
RUR 2,354 thousand;
RUR 2,935 thousand;

RUR 89,010 thousand.

2. Deferred tax asset (DTA) has derived from different meth-
ods of accounting; gratuitously obtained property and loses
from realization of depreciated property.

DTA balance at the beginning of 2006 totaled RUR 339 thou-
sand, including:
« gratuitously obtained property
« losses from realization

of depreciated property

RUR 153 thousand;
RUR 186 thousand.
In 2006, DTA was redeemed by RUR 78 thousand.

DTA balance at 2006 year-end totaled RUR 261 thousand,
including:
« gratuitously obtained property
« losses from realization

of depreciated property

RUR 123 thousand;
RUR 138 thousand.

Upon adjustment made to the contingent expenditures on
profit tax in 2006 for current profit tax, deferred tax liabili-
ties and deferred tax assets, current profit tax of MOSENERGO
totaled RUR 1,222,386 thousand.
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Under the tax legislation, MOSENERGO effects centralized tax
assessment and payments for its units, as follows:

« profit fax;

« property tax;

« value added tfax.

Documents that justify calculations of assessed taxes, which
are paid on centralized basis, are executed by the fax sector
of the accounting office of the General Directorate on the basis
of the data submitted by MOSENERGO branches and the
accounting office of the General Directorate.

Budget settlements with regard fo such taxes as personal
income tax, unified social tax, water charge, land tax and oth-
er local taxes, are made by the branches at the site of regis-
fration.

Basic tax liabilities of MOSENERGO in the accounting period are characterized as follows:

RUR'000
m Balance as of 01.01.2006 W m Balance as of 31.12.2006
Debit Credit Debit Credit
Profit tax 1,175,267 9,495 1,122,459 -134,441 55,800 146,928
VAT 5016 560,568 1,759,637 2,084,170 5,271 236,289
Property tax 74,231 192,090 646,530 591,911 2,005 174,483
Sundry taxes 305,045 82,000 1,499,745 1,178,521 69,330 167,510
Total 1,559,559 844,153 5,028,371 3,720,161 132,406 725'21j

The foregoing liability is current, MOSENERGO has no budget
arrears.

In 2006, upon application of MOSENERGO tax authorities
rebated taxes to the amount of:

» RUR 69,000 thousand of property tax rebate;

« RUR 750,150 thousand of profit tax rebate;

« RUR 178,650 thousand of VAT rebate.

Based on the results of the second field tax audit of
MOSENERGO for 2001, the Moscow Branch of the Federal
Tax Service issued Resolution No.16/5 dated May 26, 2005
on additional tax assessmenfs to a total of RUR
151,699,584.97 and RUR 79,779,727 of fines charged.
MOSENERGO disputed this Resolution in court. The amount
of RUR 34,780,338 was pronounced (not subject to levying)
in favor of MOSENERGO.
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On March 13,2007, the Court of Arbitration of Moscow fin-
ished its hearing of case No. A40-79477/06-117-511 (initi-
ated by MOSENERGO due disagreements on the Resolution
of the Inferregional Inspection of the Federal Tax Service of
the Russian Federation on KN No. 4 based on results of field
tax audits conducted in 2002, 2003; the amount of disput-
ed additional tax assessments totaled RUR 1,251,439 thou-
sand). The Court hold invalid additional tax assessments to
the amount of RUR 55.0 million, and acknowledged addi-
tional tax assessments to the amount of RUR 1,197.0 million,
including additional profit tax assessments to the amount of
RUR 1,178.0 million (of which RUR 576.0 million failed to
be recognized in books as of December 31, 2006), additional
VAT tax assessments to the amount of RUR 19.0 million.

The management of the Company intends to appeal the
decision issued by the Court of Appeal, and any negative for
MOSENERGO resolution of this issue is very unlikely.
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15. Profit Per Share

The requirement for disclosure of information on profit (loss)
per share by joint-stock companies is provided for by Account-
ing Provision 4/99 “Corporate Financial Reporting” and
Methodological Recommendations on Disclosure of Profit
Per Share approved by Order No. 29n issued on March 21,
2000 by the Ministry of Finance of the Russian Federation.

Basic profit per share reflects a share of profit in the account-
ing period which can potentially be distributed among hold-
ers of ordinary shares. It was determined as a ratio of basic
profit in the accounting year to the average weighted num-
ber of outstanding ordinary shares in the accounting year. Basic
profit equals to net profit in the accounting year (line 190,
profit and loss report), net of dividends on cumulative preferred
shares.

Since MOSENERGO offered no preferred shares, the base
profit is equal to the net profit in the accounting year.

Net profit per share reflects a share of profit in the account-
ing period which may be potentially distributed among the hold-
ers of ordinary shares. It is determined as the ratio of the net
profit in the accounting year and the average weighted num-
ber of outstanding shares in the accounting year.

Net profit in the
accounting year,
RUR'000 2,081,926 1,523,725
Average weighted
number of outstanding
ordinary shares

in the accounting

year, thousand 28,249,360 28,249,360
Net profit per share,

RUR 0.0737 0.0539

The Company has no convertible securities or agreements spec-
ified in paragraph 9 of the Methodological Recommenda-
tions on Profit Per Share Disclosure approved by Ordinance
No. 29 issued on March 21, 2000 by the Ministry of Finance
of the Russian Federation.

In 2006, MOSENERGO continued to pursue a policy of trans-
parency and adherence to its commitments to the sharehold-
ers and investors.

A meeting of shareholders resolved distribution of dividends
on MOSENERGO ordinary registered shares for 2005 to the
amount of RUR 0.016 per share (0.0221 RUR per share in
2004). It was decided to pay dividends within 60 days from
the date on which a decision on dividend distribution was
made.

Dividends for the year of 2005 were accrued and paid as
resolved at the meeting of shareholders. Dividends to share-
holders other than Company’s workers and to legal entities
were paid by ZAO Spatsializirovanny Registrator Reestr-Ser-
vice. Dividends to shareholders - employees of the Company,
RAO UES of Russia and ADR shareholders were paid by
MOSENERGO. Shareholders received dividends within a peri-
od of two months as set by the meeting, dividends to RAO UES
of Russia were paid in full by December 2006 by stages as
agreed upon by both parties.

The Company follows MOSENERGO provisions on internal con-
trol and insider information on MOSENERGO with a view to
protecting the rights and vested interests of shareholders
and persons who conduct transactions with MOSENERGO
securities, providing economic security of the Company and
control over its financial and economic activity by the man-
agement bodies of the Company and in compliance with stock
exchange requirements to the issuers whose shares are in
the listings.
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16. Affiliated Persons

A requirement for disclosure of information on affiliated per-
sons by organizations is provided for by Accounting Provisions
4/99 ‘Corporate Accounting Reports’. Contents of the infor-
mation on affiliated persons subject to such disclosure in the
annual accounting reports of joint-stock companies, are spec-
ified in Accounting Provisions 11/2000 ‘Information on Affil-
iated Persons'.

The Company is controlled by the UES Russian Joint-Stock
Company of Energy and Electrification, the Russian Energy
and Electrification, whose inferest accounts for 50.9% of

ordinary shares of the Company. The remaining 49.1% of
ordinary shares are distributed among a great number of
shareholders. RAO UES of Russia is the parent organization
of the Group of Interconnected Organizations, including
the Company, 52.68% of shares of which are held by the
Federal Agency for Federal Property Management.

As of December 31, 2006, affiliated persons of the Compa-
ny are Members of the Board of Directors and Members of
the Executive Board described in ‘General Information’ here-
in, as well as the following legal entities:

Affiliated Person Grounds for affiliation

RAO UES of Russia

Parent Company

Subsidiaries of and companies
affiliated with RAO UES of Russia

companies owned by the Group of persons
who own MOSENERGO

AOZT Mosenergo-Finans B.V.

A subsidiary of MOSENERGO

Energoinvest-ME, a closed joint-stock company

A subsidiary of MOSENERGO

Energoconsult, a closed joint-stock company

A subsidiary of MOSENERGO

Transport and Investment Bank, Commercial Bank
(a limited liability company)

A company affiliated with MOSENERGO

Seba-Energo Russian-German Joint Venture,
a limited liability company

A company affiliated with MOSENERGO

EPA Energy and Industrial Enterprise,
a limited liability company

A subsidiary of MOSENERGO

Ergomaks Production Firm,
a limited liability company

A company affiliated with MOSENERGO

Shatura Peat Digging Industrial Association,
an open joint-stock company

A company affiliated with MOSENERGO

J
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OAO Gazprom and its subsidiaries are affiliated persons of the
Company as follows from the data of OAO Gazprom financial
(accounting) statements.
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Sales of Products to Affiliated Persons (to the enterprises of the RAO UES of Russia Group)

The following affiliated persons received services from the Company in the accounting year :

RUR'000

e O

1. OAO Moscow Heat Compensation for losses within grids, lease,
Distribution Company other realization goods, works, services 2,494,835 1,594,388
2. OAO Mosenergosbyt Electricity (electrical power) through the Federal
Wholesale Electricity Market (WEM), the New Wholesale
Electricity (Power) Market (NOREM) (2006), lease 31,687,221 23,767,285
3. OAO Zagorskaya PSP Electricity (electrical power) through the WEM,
NOREM (2006), lease 1,037,507 58,277
4. OAO Udmurt Energy
Distribution Company Electricity (electrical power) in free sector 242,455 -
5. OAO Smolenskenergosbyt Electricity (electrical power) in free sector 156,063 -
6.  OAO Kirovenergosbyt Electricity (electrical power) in free sector 152,271 -
7. OAO Ulyanovskenergo Electricity (electrical power) through the NOREM 116,410 -
8. OAO Moscow Integrated
Electricity Distribution Company  Lease, other realization 407,731 490,592
9.  OAO Belgorod
Distribution Company Electricity (electrical power) in free sector 70,337 -
10. OAO Tula Distribution Company  Electricity (electrical power) in free sector 68,525 -
11.  OAO Bryansk
Distribution Company Electricity (electrical power) in free sector 42,879 -
12.  OAO Nurenergo Electricity (electrical power) through the NOREM 41,888 -
13.  OAO Ingushenergo Electricity (electrical power) through the NOREM 27,582 -
14.  OAO Daghestan Energy
Distribution Company Electricity (electrical power) through the NOREM 25,944 -
15.  OAO Kalmenergosbyt Electricity (electrical power) through the NOREM 15,192 -
16. OAO Sevkavkazenergo Electricity (electrical power) through the NOREM 13,005 -
17.  OAO UES Federal Grid Company  Other realization of goods, works, services 10,608 38,436
18. Transinvestbank
Commercial Bank Limited Lease, other realization 6,495 13,766
19. RAO UES of Russia Other realization - 2,371
20. 000 Seba-Energo Other realization of goods, works, services 404 352
21. 000 Lizinginvest-ME Other realization of goods, works, services 655 -
22. Others 17,511 9,584
Total 36,866,592 25.975.w

Electricity (electrical power): MOSENERGO conducts no trans-
action beyond the set requlated tariffs (their upper levels), if
any, as well as complies with the Wholesale Market Rules and
Regulation No. 109 “On Pricing of Electric and Heat Energy
in the Russian Federation” issued on February 26, 2004 by
the Government of the Russian Federation.

In addition, in 2006, MOSENERGO sold electrical power in
the “day-ahead market” and the “balancing market” to the
amount of RUR 1,325,609 thousand. Most of these sales
were effected to RAO UES of Russia intercompany buyers at
prices determined through competition-based selection of
price bids offered by buyers and suppliers in accordance with
Resolution No. “On Rules in the Wholesale Electricity (Pow-
er) Market in Transition” issued on October 24, 2003 by the
Government of the Russian Federation.

OAO Moscow Heat Distribution Company sold heat energy with
a view fo compensating for technological consumption in the
grids at the tariffs which were approved by Resolution No. 114
issued on December 30, 2005 by the REC of Moscow and Min-
utes No. 37 issued on December 27, 2005 by the Board of
the Moscow Region Energy Committee.

Other sales by affiliated persons were based on regular com-
mercial terms and conditions.

149



MOSENERGO
[ANNUAL REPORT 2006]

Purchases from Affiliated Persons (the enterprises of the RAO UES of Russia Group)

The following affiliated persons provided service
(including performance of works and deliveries) to the Company in the accounting year:

RUR'000

1.

OAO Moscow Heat
Distribution Company Heat energy transmission services 13,402,664 6,394,677
2. OAO UES SO-CDU Operational dispatch management services 606,541 231,423
3. Transinvestbank
Commercial Bank Limited Cash-settlement services, other banking services 141,519 637,102
4. OAO Mosenergosbyt Property lease, other purchase of goods,
works, services 121,012 97,066
5. RAO UES of Russia Purchase of electrical power through
the WEM, subscription fee (2005) 27,313 5,561,748
6. ZAO Energoinvest-ME Other purchase of goods, works, services 438 360
7. OAO Shaturtforf Other purchase of goods, works, services 7 20
8. 000 Seba-Energo Other purchase of goods, works, services 0 217
Total 14,299,888 12.922.6y

Heat energy transmission services were purchased from
OAO Moscow Heat Distribution Company at the tariffs
approved by Resolution No. 82 issued on November 29,
2005 by the REC of Moscow and Minutes No. 37 issued on
December 27, 2005 by the Board of the Moscow Region
Energy Committee. Others purchases from affiliated persons
were based on regular commercial terms and conditions.
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Settlements with Affiliated Persons (enterprises of the RAO UES of Russia Group)

As of December 31, 2006, arrears of the affiliated persons to the Company are as follows:

Accounts receivable

RUR'000

Name " Jupesatbusiness ] 200 ] 2005 J

OAO Moscow Heat
Distribution Company Sundry liability 402,393 7,152
OAO Moscow Integrated
Electricity Distribution Company Sundry liability 236,711 172,667
OAO Mosenergosbyt Electricity (electrical power) liability 165,802 704,981
OAO Moscow City Electricity
Distribution Company Electricity (electrical power) liability 47,887 20,446
OAO Nurenergo Electricity (electrical power) liability 39,566 0
OAO UES Federal Grid Company Electricity (electrical power) liability 30,599 1,364
OAO Ingushenergo Electricity (electrical power) liability 26,092 0
OAO Daghestan Energy
Distribution Company Electricity (electrical power) liability 23,246 0
WGC-1 Electricity (electrical power) liability 17,871 6
WGC-4 Electricity (electrical power) liability 13,382 0
Transinvestbank
Commercial Bank Limited Sundry liability 13,252 43,626
OAO UES Engineering Center Sundry liability 12,756 0
OAO Zagorskaya PSP Electricity (electrical power) liability 8,173 2,010
OAO UES SO-CDU Lease, other debt 6,777 23
WGC-6 Electricity (electrical power) liability 6,279 1,268
OAO LAPS-4 Electricity (electrical power) liability 2,337 25,346
OAO LAPS-5 Electricity (electrical power) liability 1,210 21,750
ZAO Energoinvest-ME Sundry liability 2,249 2,249
OAO Shaturtorf Sundry liability 1,713 1,713
000 Seba-Energo Sundry liability 521 556
000 EPA Sundry liability 153 153
AOZT Mosenergo-Finans B.V. Sundry liability 118 118
000 Lizinginvest-ME Sundry liability 56 0
ZAO Energokonsalt Sundry liability 5 5
000 Ergomaks Sundry liability 1 1
RAO UES of Russia Sundry liability 0 27,313
Others 11,175 5,806
Total 1,070,324 780,7y

As of December 31, 2006, Company's arrears to the affiliated persons are as follows:

Accounts payable RUR'000

Nome  Juvesoivusiness ] ao0e] 2005 ]

OAO Moscow Heat

Distribution Company Arrears for heat tfransmission services 957,076 138,213
Mosenergosbyt Other services 116,508 61,126
UES Engineering Center Other services 37,391 12,441
OAO Moscow Integrated

Electricity Distribution Company Repair and construction works, other services 32,057 24518
UES Energy Construction Complex  Repair and construction works 8,643 0
OAO Energosetstroi Repair and construction works 8,128 3,689
Other 10,304 7,580
Total 1,170,106 247,5y
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In 2006, MOSENERGO worked in cooperation with the Gazprom
Group on the following:

1. Under the agreement on financial lease (leasing) of equip-
ment No. 8482-48/939 dated August 24, 2006, ZAO Gazprom-
bank Leasing shall supply an installed and brought into serv-
ice set of GTU-TEP equipment at the city of Pavlovsky Posad,
Moscow Region, fo the amount of RUR 652,330 thousand. The
equipment is to be delivered in 2007. As of December 31,
2006, ZAO Gazprombank Leasing paid in advance a total of
RUR 110,601 thousand.

2. 000 Mezhregiongaz supplied gas to Company’'s power
plants under the agreement on gas supply No. K-5-32-
0107/1800-27 dated April 29, 2003. The price of the deliv-
ered gas (including transportation costs) totaled RUR
33,091,902 thousand. Purchase price of gasis set by the Fed-
eral Energy Commission.

3. MOSENERGO obtained a loan from JSB Gazprombank
(CJSC) to the amount of RUR 12,695,857 thousand (redeemed
as of December 31, 2006).

4. The balance on deposit account with JSB Gazprombank
(CJSC) as of December 31, 2006 totaled RUR 900 thousand
(a total of RUR 4,200,000 and 3,300,000 thousand were
credited and debited respectively to the deposit account
in the accounting period).

5. The Company provided property lease services to JSB Gaz-
prombank (CJSC) to the amount of RUR 218,278 thousand.

Data on Remunerations Paid
to the Board of Directors
and the Executive Board

In 2006, remunerations, allowances and compensations for
costs at all management bodies total as follows:

Wages (RUR) 42,465,643
Bonuses (RUR) 55,647,573
Fees (RUR) 0
Other pecuniary payments (RUR) 4,663,312
Total (RUR) 102,776,528

The data is presented for the issuer's management bodies.
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17. Events After the Balance Sheet Date
Dividends

General Meeting of shareholders will approve in May 2007
the amount of annual dividend per share. The Board of Direc-
tors of the Company is to meet in April 2007 to consider the
amount of a dividend for 2006 to be recommended for approval
to the General Meeting of shareholders.

Revaluation

The Board of Directors of the Company resolved, by Reso-
lution No. 615 dated September 05, 2006 of the RAO UES
of Russia, to revaluate fixed assets in accordance with the
Russian Accounting Standards and the International Account-
ing Standards as of January 1, 2007 with a view to evaluat-
ing Company’s fixed assets. The revaluation will be conduct-
ed under the agency agreement with RAO UES of Russia
by Ernst & Young CIS Limited, ZAO International Valuation
Center, ZAO ENPI Consult engaged as the consortium’s
appraisers.

On March 5, 2007, the Board of Directors of the Company
resolved fo revaluate a group of fixed assets "Plant and Equip-
ment Used in Generation and Supply Power and Heat" and
"Heat Main Grids as of January 1, 2007". The revaluation
entails a substantial increase in present (replacement) value
of fixed assets and their value in book records and reports.
The results of the revaluation will be reflected in full in Com-
pany’s accounting report for 2007.

Following is a summary of rough estimate of most significant

aspects of influence of the results of the revaluation on the

accounting report for 2007:

« price-to-book value is expected to increase from RUR
40,272 t0 59,226 million;

« annual depreciation charges are expected to increase from
RUR 2,652 to 4,536 million;

« property tax is expected to increase from RUR 846 to
1,112 million;

« deferred tax liabilities are expected to increase from RUR
118 to 266 million;

« annual net profit is expected to reduce by RUR 1,257 mil-
lion.

Additional Offering

On January 23,2007, the Federal Service for Financial Mar-
kets of Russia registered an additional private offering and
prospectus of MOSENERGO ordinary registered uncertificat-
ed shares.

The additional offering includes eleven billion five hundred
million (11,500,000,000) shares.

Each security of the additional offering has a par value
of RUR 1 (one).

Total value of additional private offering (at par value) is
eleven billion five hundred million rubles (RUR 11,500,000,000)
in favor of OAO Gazprom and/or its affiliated persons.

As of the date of MOSENERGO financial (accounting) reports
for 2006, the additional offering has not been completed.

Offering price of additional MOSENERGO ordinary shares is
RUR 5 (five) 28 (twenty eight) kopeks, as calculated by the
formula approved at a General Meeting of MOSENERGO
shareholders (Minutes No. 2 dated December 20, 2006) based
on trading information on MOSENERGO shares in the peri-
od between June 19, 2006 and December 19, 2006 provid-
ed in the stock market by ZAO MICEX Stock Exchange, OAO
RTS and NP RTS Stock Exchange.

Offering price for the persons with pre-emption right is also
RUR 5 (five) 28 (twenty eight) kopeks.

18. Contingent Liabilities

As of December 31, 2006, the Company has provided guar-
antees to creditors of third parties, which have not become
due yet, to a total of RUR 212,737 thousand, including phys-
ical bodies - RUR 212,737 thousand (RUR 8,774 thousand
as of December 31, 2005). The management of the Compa-
ny expect no material liabilities fo arise in connection with these
guarantees.

The Company is being a defendant in a series of arbitration
proceedings. Nevertheless, the management of the Compa-
ny believe that the results of these proceedings will have no
significant effect on financial status of the Company.

The tax legislation of the Russian Federation is subject to dif-
ferent interpretations and constant changes. In this respect,
tax authorities and the management of the Company may
come to have different interpretations of this tax legislation.
Consequently, tax authorities may conclude that the Compa-
ny has violated this legislation in conducting its transactions.

In addition, the reported tax returns remain open for audit by
tax authorities within three years. It is not possible for the time
being fo assess the exact value of possible tax liabilities.
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Annex No. 1

STATEMENT of Borrowed Funds Flow at MOSENERGO

No. | Bank name Loan Agreement Date of | Agreement Loan | Rate under
currency number obtaining (tranche) amount the
the term under the | agreement,
borrowing agreement %
1.| European Bank for Reconstruc- RUR '000 w/o number dated 1998 |15.07.2009 9.1094
tion and Development USD '000 07.04.1998 30,000
2. | International RUR '000 w/o number dated 1998 |15.07.2009 9.1094
Finance Corporation USD '000 18.06.1998 20,000
3. | European Bank for Reconstruc- RUR '000 3056-529-19/551 2002 |28.11.2007
tion and Development USD '000 dated 14.08.2002 70,000 9.36
4. | European Bank for Reconstruc- RUR '000 7374-67/7546 2006 2018 7,200,000 9.42
tion and Development
5.| OAO AKB EUROFINANCE- RUR '000 KK/68.44-05 30.05.2005 |30.05.2006 1,300,000 11.75
MOSNARBANK dated 30.05.2006
6.| OAO Bank Moskvy RUR '000 14-260/15/1308- 12.05.2005 |12.06.2006 3,000,000 10.75
05-KP
7.| JSB Gazprombank (CJSC) RUR '000 141/05-P/6789-48 | 29.07.2005 |28.07.2006 950,000 11.9
8.| JSB Gazprombank (CJSC) RUR '000 866/V 5.09.2005 |30.05.2006 2,400,000 95
9.| JSB Gazprombank (CJSC) RUR '000 904-2005/7229-28 | 29.11.2005 |26.05.2006 3,000,000 7.65
10.| Russian Commercial Bank Ltd. RUR '000 866/A 5.09.2005 | 4.09.2006 600,000 10
3 ' Minutes No. 13 dated
11.| Bonded loan (series 2) RUR '000 19122005 of the meeting 2.03.2006 2016 5,000,000 7.65
of the Board of Directors
; , Minutes No. 13 dated
12.| Bonded loan (series 1) RUR '000 19199002 Oﬂhzﬁ]eeﬁng 2.03.2006 2011 5,000,000 754
of the Board of Directors
13.| JSB Gazprombank (CJSC) RUR'000 1613/2006/8113- 13.06.2006 |11.09.2006 1,000,000 7.5
27/547
14.| JSB Gazprombank (CJSC) RUR'000 1614/2006/8114- 27.06.2006 |25.09.2006 1,000,000 75
27/548
15.| JSB Gazprombank (CJSC) RUR'000 1615/2006/8115- | 29.06.2006 |27.06.2006 1,000,000 7.5
27/569
16.| Srednerusskiy Bank of SBRF RUR '000 689 3.08.2006 | 1.12.2006 3,000,000 7.25
17.| Srednerusskiy Bank of SBRF RUR '000 690 10.08.2006 8.12.2006 1,000,000 7.25
18.| JSB Gazprombank (CJSC) RUR '000 183/06-R 31.12.2007 800,000 8
19.| Srednerusskiy Bank of SBRF RUR '000 705 11.10.2006 | 8.02.2007 2,000,000 7.25
20.| Srednerusskiy Bank of SBRF RUR '000 724 27.11.2006 |27.03.2007 1,000,000 7.25
21.| OAO Vneshtorgbank RUR '000 1723 25.12.2006 |25.06.2008 4,000,000 85
TOTAL RUR'000
TOTAL foreign currency

154 |
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Balance Loans Interest Loans Interest Foreign Balance as Loan
as of the obtained accruing repaid in the paid exchange of the end of borrowing
beginning in the reporting in the difference | the reporting security
of the year reporting period reporting (+/-) period
(including period period (including
the interest) interest)
388,282 39,036 93,482 27,711 -28,391 277,734 Equipment of unit
13,490 1,429 3,373 999 10,547 No. 6 of TEP-26
258,854 26,024 62,322 18,474 -18,926 185,156 Equipment of unit
8,993 953 2,248 666 7,032 No. 6 of TEP-26
906,402 70,894 404,437 67,189 -70,316 435,354 Escrow account
31,491 2,646 15,098 2,505 16,534
7,200,000 201,065 169,738 7,231,327 Equipment of unit
No. 5, 7 of TEP-26
1,300,000 28,876 1,300,000 28,876 0
0 2,000,000 10,897 2,000,000 10,897 0
951,858 3,350,000 51,322 950,000 53,180 0
2,403,683 2,300,000 71,575 5,750,000 75,258 0
3,003,768 48,750 5,300,000 52,518 0
600,986 40,603 600,000 41,589 0
5,000,000 318,615 190,750 5,127,865 without security
5,000,000 106,396 5,106,396 without security
1,000,000 11,875 1,000,000 11,875 0
1,000,000 7,568 1,000,000 7,568 0
1,000,000 7,157 1,000,000 0
7,157
3,000,000 35,753 3,000,000 35,753 0
1,000,000 20,658 1,000,000 20,658 0
4,045,857 6,081 4,045,857 6,081 0
2,000,000 20,777 2,000,000 20,777 0
1,000,000 3,863 1,000,000 3,863
2,787,044 2,118 2,789,162 without security
9,813,833 41,682,901 1,129,904 30,506,098 849,912 -117.633 21,152,995
53,974 5,028 20,719 4,170 34,113
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Renovation of the

airport
will allow creation of the
largest air-transport center
of Eastern Europe integrating
air traffic between Europe

and Asia-Pacific Region.

The modernization program includes:
construction of new passenger ter-
minals, a shopping mall, a hotel,
development of the transport infra-
structure, increase in capacity of all
enterprises of the airport complex.




»

The passenger traffic of the Domodedovo
airport will have come

up fo

MILLION

people by 2020. The growing
power consumption of the
developing airport complex
and adjacent areas will be
satisfied through expansion
of MOSENERGO's TEP-26
and construction of the
4,000-MW Petrovskaya
LAPS in the Shatura District,
Moscow Region.
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ADDITIONAL

INFORMATION

10.1. Information on Material Facts

The year 2006 saw 35 material facts (in keeping with the clas-
sification of the Federal Financial Markets Service of the Russ-
ian Federation). Detailed information on all material facts
is available on the Company's website'.

© '33.1.

10.2. Resolutions Adopted by Meetings of
Shareholders

Annual General Meeting of Shareholders

Date and place of the general meeting: May 26, 2006,
3 Lenina St.,, Dzerzhinsky, Moscow Region.

Type of the general meeting: annual.

Form of conducting the general meeting: a meeting (the
joint presence of shareholders to discuss agenda items and to
adopt decisions with regard to the matters put for voting).
The General Meeting quorum: as directed by Article 58 (1)
of the Federal Law "On Joint Stock Companies”, a general meet-
ing of shareholders is legally qualified (have a quorum) if attend-
ed by shareholders possessing in the aggregate more than half
of the votes (50% +1) of the issued voting shares of the Com-
pany (14,124,679,851 votes). At the commencement of the
meeting, cum ballots received two days before the date of the
meeting of shareholders, the shareholding of the members reg-
istered for participation in the meeting personally or by proxy
totaled 26,724,117,352 voting shares, or 94.6% of votes of
the shareholders eligible to participate in the General Meeting
of Shareholders. The quorum present.

The General Meeting of Shareholders of MOSENERGO, Open
Joint Stock Company for Energy and Electrification, was declared
legally qualified.
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Issues put to vote and voting results in respect of them
are as follows:

1. On Approval of the Annual Report, Annual Financial State-
ments, Including the Profit and Loss Account of the Company.
The counting of votes of the voted valid ballots showed the
following results:

"For" - 99.15%

"Against” - 0.00%

"Abstained" - 0.00%

2. On Distribution of the Company's Profit (including dividends)
and Loss Based on the 2005 Financial Year Results.

The counting of votes of the voted valid ballots showed the fol-
lowing results:

"For" - 99.17%

"Against” - 0.01%

"Abstained" - 0.00%

3. On Election of the Members of the Company's Board
of Directors.

This item was decided by cumulative vote. The counting of votes
showed the following results:

Pyotr Nikolayevich Aksenov 7.26%
Vladimir Nikolayevich Bobin 0.00%
Alexey Feliksovich Bodunkov 6.91%
Vladislav Viktorovich Brylkov 0.00%
Sergei Alexandrovich Bushmakin 0.00%
Yevgeny Nikolayevich Bykhanov 0.00%
Dmitry Valerievich Vasiliev 0.01%
Anatoly Anatolievich Gavrilenko 7.19%
Maxim Alexandrovich Eremeyev 0.00%
Ilias Shamilevich Zagretdinov 7.05%
Andrey Anatolievich Kokin 0.00%
Victor Alexeyevich Komanov 0.00%
Anatoly Yakovlevich Kopsov 7.47%
Andrey Nikolayevich Kravtsov 0.00%
Artem Vladislavovich Kuznetsov 0.00%
Yevgeny llyich Logovinsky 7.19%
Alexey Anatolievich Matveyev 7.20%
Alexander Alexandrovich Negomedzyanov 7.06%
Maria Nikolayevna Pichugina 7.05%
Ivan Sergeyevich Poyarkov 0.00%
Sergey Yurievich Rumyantsev 0.01%
Nikolai Alexeyevich Semin 0.00%
Wolfgang Skribot 7.19%
Pavel Stepanovich Smirnov 7.06%
Alexander Ivanovich Sobol 7.19%
Polina Valentinovna Strizhenko 0.00%
Yuriy Arkadievich Udaltsov 7.05%
Vasiliy Gennadievich Filippov 0.00%
Sergey Sergeyevich Fil 7.05%
"Against” all nominees 0.00%
"Abstained"” wrt all nominees 0.00%

4. On Election of the Members of the Company's Internal Audit
Commission.

Shares owned by members of the Board of Directors of the
Company, or by persons holding offices in the management
bodies of the Company did not participate in the voting when
electing members of the Audit Commission of the Company.
The counting of votes of the voted valid ballots showed the
following results:

"For", "Against”, "Abstained",

% % %
Sergey Vyacheslavovich
Vasiliev 91.10 7.99 0.01
Eugenia Evgenievna
Kuzhileva 8.03 23.84 67.19
Vladimir Dmitrievich
Kuznetsov 2.06 29.89 67.17
Artem Vyacheslavovich
Levankov 8.02 23.84 67.18
Roman Anatolievich
Mitrofanenkov 1.97 29.90 67.19
Victoria Viktorovna
Popova 8.00 23.84 67.19
Olga Andreyevna
Sannikova 97.08 1.95 0.02
Alexander Viktorovich
Sayapin 7.99 23.84 67.19
Denis Alexandrovich
Svetov 0.04 31.82 67.19
Sergey Borisovich
Sidorov 91.08 8.00 0.01
Dmitry Yurievich
Tushunov 89.12 9.91 0.02
Igor Ivanovich
Uzgorov 91.03 8.01 0.01

5. On Approval of the Auditor of the Company.

The counting of votes of the voted valid ballots showed the fol-
lowing results:

"For"-99.17%

"Against” - 0.01%

"Abstained" - 0.01%
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6. On the Introduction of Amendments and Addenda to the
Company's Charter.

A decision on the issue is to be adopted by a three-fourths
majority vote of the members holding voting shares in the Com-
pany.

The full wording of the agenda item can be found on the Com-
pany's website'.

6.1. The counting of votes of the voted valid ballots showed the
following results:

"For"-99.17%

"Against” - 0.00%

"Abstained” - 0.01%

6.2. The counting of votes of the voted valid ballots showed the
following results:

"For" - 2.14%

"Against" - 43.23%

"Abstained" - 53.81%

7. On Payment of Remunerations and Compensations to the
Members of the Company's Board of Directors.

The counting of votes of the voted valid ballots showed the
following results:

"For"-91.15%

"Against” - 0.03%

"Abstained" - 8.00%

8. On Payment of Remunerations and Compensations to the
Members of the Company's Infernal Audit Commission.

The counting of votes of the voted valid ballots showed the
following results:

"For" - 99.13%

"Against” - 0.02%

"Abstained" - 0.02%

9. On the Introduction of Amendments and Addenda to the
Procedure for Convocation and Holding of Meetings of the
Company's Board of Directors.

The counting of votes of the voted valid ballots showed the
following results:

"For" - 94.31%

"Against” - 0.00%

"Abstained" - 4.88%

10. On the Introduction of Amendments and Addenda to the
Articles of the Executive Board of the Company.

The counting of votes of the voted valid ballots showed the
following results:

"For" - 94.31%

"Against” - 0.01%

"Abstained" - 4.88%

© 334
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Wordings of the Resolutions Made by
the Annual General Meeting of Shareholders

On ltem 1:
The annual report of the Company, the annual financial state-
ments, the profit and loss account of the Company be approved.

On Item 2:

1. The following distribution of the Company's profit (loss) based
on the results of the 2005 financial year be approved, RUR
thousand:

Net profit for the accounting period 2,081,926
Reserve capital 104,096
Accumulation fund 1,523,863
Dividends

453,967
Cover for losses of the past years -
2. Dividends on the Company's ordinary shares based on the annu-
al returns of 2005 be paid at the rate of RUR 0.01607 per
ordinary share of the Company in cash within 60 days after the
date when the decision fo pay the same was made.

On ltem 3:

The following members be elected on the Company's Board
of Directors:

1. Anatoly Yakovlevich Kopsov

2. Pyotr Nikolayevich Aksenov

3. Alexey Anatolievich Matveyev

4. Anatoly Anatolievich Gavrilenko

5. Yevgeny llyich Logovinsky

6. Wolfgang Skribot

7. Alexander Ivanovich Sobol

8. Pavel Stepanovich Smirnov

9. Alexander Alexandrovich Negomedzyanov
10. Maria Nikolayevna Pichugina

11. Yuriy Arkadievich Udaltsov

12. llias Shamilevich Zagretdinov

13. Sergey Sergeyevich Fil

On ltem 4:

The following members be elected on the Audit Commission
of the Company:

Olga Andreyevna Sannikova

Sergey Vyacheslavovich Vasiliev

Sergey Borisovich Sidorov

Igor Ivanovich Uzgorov

Dmitry Yurievich Tushunov

oRWON =

On ltem 5:
PricewaterhouseCoopers Audit, a private company, be approved
as the Company auditor.

On ltem 6:

The Company's Charter Articles 3, 15, 20, and 26 be amended.
The full wording of the resolution passed on Item 6 can be
found on the Company's website.
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On ltem 7:

1. Remunerations and compensations fo the members of the
Company's Board of Directors be paid based on the year-end
returns in accordance with the Regulation for Payment of Remu-
neration and Compensations to the Members of the Board of Direc-
tors of MOSENERGO approved by the Annual General Meeting
of Shareholders on June 28, 2005.

2. The Requlation on Payment of Remuneration and Compen-
sations to the Members of MOSENERGO's Board of Directors
be approved as redrafted.

On lfem 8:

Remunerations and compensations to the members of the Audit
Commission of the Company be paid based on the year-end
returns in accordance with the Regulation for Payment of Remu-
neration and Compensations fo the Members of the Audit Com-
mission of MOSENERGO approved by the Annual General Meet-
ing of Shareholders on May 30, 2002.

On ltem 9:

The Procedure for Convocation and Holding of Meetings of the
Company's Board of Directors, Articles 5, 6 and 9, be amended.
The full wording of the resolution passed on Item 9 can be
found on the Company's website'.

On ltem 10:

The Articles of the Executive Board of the Company, Art. 6 be
amended.

The full wording of the resolution passed on Item 10 can be found
on the Company's website'.

© 334

Extraordinary Meeting of Shareholders

Date and place of the general meeting: The last day of
acceptance of filled-in ballots - December 20, 2006. Address-
es to mail the filled-in voting ballots: 8 Raushskaya Naberezh-
naya, Moscow 115035, Russia, MOSENERGO; 15 Sadovnich-
eskaya St,, Moscow 115035, ZAO Register-Service Specialized
Registrar.

Type of the general meeting: extraordinary.

Form of conducting the general meeting: absentfee
voting.

The General Meeting quorum: quorum for items 1, 2, and 3
on the agenda of the general meeting of shareholders - 92.48%
of votes of the shareholders eligible to participate in the
General Meeting of Shareholders.

Quorum for agenda items 4 and 5 - 84.68% of votes of the per-
sons eligible to participate in the General Meeting of Sharehold-
ers and having no interest in the conclusion of the transaction.

Matters moved for voting and the results of voting on such
matters

1. On Determination of the Amount, Nominal Value, Category
(Class) of the Authorized Shares of MOSENERGO and the Rights
Granted by such Shares. The counting of votes of the voted
valid ballots showed the following results:

"For" - 91.81%

"Against” - 8.17%

"Abstained" - 0.01%

2. On the Introduction of Amendments to MOSENERGOQ's Char-
ter in Connection with the Increase of the Number of the Autho-
rized Shares. The counting of votes of the voted valid ballots
showed the following results:

"For"-91.81%

"Against” - 8.17%

"Abstained" - 0.01%

3. On the Increase of MOSENERGO's Charter Capital by Way
of Placing Additional Shares. The counting of votes of the
voted valid ballots showed the following results:

"For" - 91.80%

"Against” - 8.17%

"Abstained" - 0.01%

4. On the Approval of Inferested-party Transactions (inter-relat-
ed transactions) of Placing Additional MOSENERGO Shares.
The counting of votes of the voted valid ballots showed the
following results:

"For" - 69.26%

"Against” - 15.40%

"Abstained" - 0.02%

5. On the Approval of the Partnership Agreement as an Inter-
ested-party Transaction. The counting of votes of the voted
valid ballots showed the following results:

"For" - 69.27%

"Against” - 15.40%

"Abstained" - 0.01%
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Wordings of the Resolutions Made by the Extraordinary
General Meeting of Shareholders

On Item 1:

1. The limit size of 11,500,000,000 (eleven billion five hundred
million) authorized ordinary registered non-documentary shares
of MOSENERGO with the par value of 1 (one) ruble each to the
total amount of RUR 11,500,000,000 (eleven billion five hun-
dred million) in face value be designated.

2. The ordinary registered non-documentary shares authorized
by MOSENERGO for placement shall confer on their holders the
rights stipulated in Article 6.2. of MOSENERGO's Charter.

On ltem 2:

The Company's Charter be amended as follows:

In Article 4, paragraph 1 of Item 4.7. be changed fo read as
follows: "The Company shall authorize 11,500,000,000 (eleven
billion five hundred million) ordinary registered shares with
the par value of 1 (one) ruble each to the total nominal value
of RUR 11,500,000,000 (eleven billion five hundred million)
in addition fo the outstanding stock".

162

On ltem 3:

MOSENERGO's charter capital be increased by way of placing
additional ordinary registered non-documentary shares
of MOSENERGO (the "Shares") on the following terms:

« the number of shares to be placed: 11,500,000,000 (eleven

billion five hundred million);

« share denomination: 1 (one) ruble;

» manner of placement: private offering;

« the placing price of shares (including the price of offering to
pre-emptors) shall be determined by the following formula:
P = Max {WP; RUR 5}, where:

P is the price of placing additional ordinary registered non-
documentary shares of MOSENERGO;

Max is the greater of WP or RUR 5;

WP is the weighted average price determined as the quo-
tient of the total volume of trading in MOSENERGO shares
in terms of money by the total volume of trading in
MOSENERGO shares in terms of the number of shares as
quoted by the securities market trade institutors, ZAO MICEX
Stock Exchange, OAO RTS and NP RTS Stock Exchange, over
six months preceding the date of the general meeting of
shareholders.

In case the results of dealings in MOSENERGO shares are
denominated in U.S. dollars, they shall be converted into
rubles at the rate of the RF Central Bank as of the respective
trading day.

The mode of paying up the issued shares: by payment on a
clearing basis in the currency of the Russian Federation.

Persons with whom the additional shares are placed:
OAO Gazprom and/or other Gazprom affiliated persons (save
for MOSENERGO, including in case it is recognized as
a Gazprom affiliate) as of the date of state registration of the
resolution concerning the issue of MOSENERGO ordinary
registered non-documentary shares.

On Item 4:

The transaction (inter-related transactions) of placing addition-
al MOSENERGO ordinary registered non-documentary shares
with the par value of 1 (one) ruble each with OAO Gazprom and/or
other Gazprom affiliated persons (save for MOSENERGO, includ-
ing in case it is recognized as a Gazprom affiliate) as of the
date of state registration of the resolution concerning the issue
of MOSENERGO ordinary registered non-documentary shares
as a transaction constituting private offering of MOSENERGO
shares making up over 2.0 percent of previously taken
MOSENERGO ordinary shares be approved as an interested-
party transaction on the following ferms:
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« transactors: MOSENERGO as the issuer of the shares,
OAO Gazprom and/or other Gazprom affiliated persons (save
for MOSENERGO, including in case it is recognized as
a Gazprom affiliate) as of the date of state registration of the
resolution concerning the issue of MOSENERGO ordinary
registered non-documentary shares shall acquire the shares
in the course of placement thereof;
subject of the transaction: OAO Gazprom and/or other Gazprom
affiliated persons (save for MOSENERGO, including in case
it is recognized as a Gazprom affiliate) as of the date of state
registration of the resolution concerning the issue of
MOSENERGO ordinary registered non-documentary shares
shall acquire additional MOSENERGO ordinary registered
non-documentary shares placed by way of private offering
and making up over 2.0 percent of previously taken
MOSENERGO ordinary shares;
the transaction price (the transaction price is determined
as a price of placing one share determined as:
P = Max {WP; RUR 5}, where:
P is the price of placing additional ordinary registered non-
documentary shares of MOSENERGO;
Max is the greater of WP or RUR 5;
WP is the weighted average price determined as the quo-
tient of the total volume of trading in MOSENERGO shares
in terms of money by the total volume of trading in
MOSENERGO shares in terms of the number of shares as
quoted by the securities market trade institutors, ZAO MICEX
Stock Exchange, OAO RTS and NP RTS Stock Exchange, over
six months preceding the date of the general meeting of
shareholders. In case the results of dealings in MOSENERGO
shares are denominated in U.S. dollars, they shall be con-
verted info rubles at the rate of the RF Central Bank as of
the respective trading day), multiplied by the number of
such shares that will be acquired by OAO Gazprom and/or
other Gazprom affiliated persons (save for MOSENERGO,
including in case it is recognized as a Gazprom affiliate) as
of the date of state registration of the resolution concern-
ing the issue of MOSENERGO ordinary registered non-doc-
umentary shares.

Tenancy: in accordance with the resolution concerning the
additional issue of MOSENERGO shares.

On Item 5:

MOSENERGO's interested-party transaction under the part-

nership agreement be approved on the following material terms

and conditions:

1. Subject of the transaction: synergy in designing, construc-

fion and commissioning of Units No. 3 and No. 4 at TEP-27,

MOSENERGO, Unit No. 8 at TEP-26, MOSENERGO, and Unit

No. 11 at TEP-21, MOSENERGO, other facilities (by previous con-

cert in writing of the contracting partners) (the "Facilities").

2. Contracting partners (the "Partners”):

« MOSENERGO;

* RAO UES of Russia;

« OAO Gazprom and/or its affiliates designated by Gazprom's
order in writing (the "Strategic Investor").

3. The agreement price (contributions of the parties to the par-

ficular partnership):

« contribution of MOSENERGO: monetary assets in the amount
of at least RUR 37,000,000,000 (thirty-seven billion) and
no more than RUR 60,000,000,000 (sixty billion);

« contribution of RAO UES of Russia: monetary assets in the
amount of RUR 1000 (one thousand);

« confribution of the Strategic Investor: monetary assets in the
amount of RUR 1000 (one thousand).

4. Other material conditions:

« MOSENERGO shall conduct the common business and keep
books of the particular partnership; however, a prior written
authorization of all Partners is required for every single com-
mitment and transaction provided for by the partnership
agreement;

» MOSENERGO shall have the ownership of the Facilities being
the operating result of the particular partnership;

« on termination of the agreement, RAO UES of Russia and the
Strategic Investor shall have the monetary assets contributed
by them as an investment under the partnership agreement
reimbursed;

« the partnership agreement shall remain in full force and effect,
including in case that there are only two contracting parties.
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The plans for 2009
include completion of the
construction Of The, mOST. L. © Moscow-City Business Center
of the MOSCOW'CIfy facilities © Moscow-River

with a total floor area © Krasnopresnenskaya

of about 4.0 million sq. m. Riverside Avenue

Among the Moscow-City structures
are office, hotel and exhibition com-
plexes, administration buildings,
a fransport terminal, a water park,
a marriage palace, and other. The
year 2009 will see the traffic infra-
structure constructed, the mini-metro
and the transport terminal operat-
ing. The initially estimated number
of employees and guests of the com-
plex will reach 350-500 thousand.
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The load of the Moscow-City and
bordering areas will have amounted to

over

1,400

MW BY 2020.

To su them with power,
MOSERI%RGO plans
refrofitting and commissioning
of new capacities at its TEP-12,
TEP-16 and TEP-25.
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10.3. Corporate Governance Code -
Compliance Information

General Meeting of Shareholders

1. Notifying shareholders about a general shareholders meet-
ing not less than 30 days prior to its holding irrespective of the
business to be transacted unless a longer period is stipulated
by law

Observed

Charter, Art. 11, Item 11.5

2. Granting shareholders an opportfunity to familiarize themselves
with the list of persons entitled to participate in the general
shareholders meeting, starting with the day of notification of
a general shareholders meeting to be held until the closure of
a general shareholders meeting held in person, and if the gen-
eral shareholders meeting is held in absentia - until the final
date of ballot acceptance

Observed

3. Granting shareholders an opportunity to familiarize themselves
with information (materials), that are to be provided to share-
holders during preparation for holding of a general sharehold-
ers meeting, by means of communications equipment, includ-
ing through the Internet

Observed

Charter, Art. 11, Item 11.7

4. The shareholders' entitlement to enter an item on the gener-
al meetings' agenda or demand the convocation of a general
shareholders meeting without presenting any documents if
his/her rights to shares are exercised within the register-keep-
ing system, and if his/her rights to shares are accounted on
a custody account - with the presentation of a statement of the
custody account in order to exercise the aforementioned rights
Observed

The procedure for entering an item on the general shareholders
meetings' agenda and the procedure for convocation of a gen-
eral shareholders meeting are determined by the current legis-
lation. Neither Charter nor internal documents of the Company
make any provision for mandatory issuance of an extract from
the share register or a statement of the custody account when
placing questions on the agenda or convening a meeting

5. Existence of a requirement in a joint stock company's char-
ter or internal documents providing for compulsory attendance
of the general shareholders meetings by the general director,
members of the managerial board, members of the board of direc-
tors, members of the audit commission and auditor of the joint
stock company

Observed in part

Charter, Art. 11, ltem 11.1

A general meeting of the Company shareholders may be attend-
ed by the General Director; members of the Executive Board, mem-
bers of the Board of Directors, members of the Audit Commis-
sion and the auditor of the Company
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6. Compulsory attendance of candidates during discussion at
a general shareholders meeting of items concerning election
of members of the board of directors, the general director, mem-
bers of the managerial board, members of the audit commis-
sion, as well as the item of approval of the joint stock compa-
ny's auditor

Observed in part

Charter, Art. 11, ltem 11.1.

A general meeting of the Company shareholders may be attend-
ed by the General Director; members of the Executive Board, mem-
bers of the Board of Directors, members of the Audit Commis-
sion and the auditor of the Company

7. Detailing in a joint stock company's internal documents the
procedure for registration of participants in a general sharehold-
ers meefing

Observed

Procedure for Preparation and Holding of the General Meeting
of MOSENERGO's Shareholders, Item 3.1, determines a proce-
dure for registering persons eligible to participate in the gen-
eral meeting of the Company shareholders

Board of Directors

8. Stipulating in a joint stock company's charter the authority
of the board of directors to approve annually a financial and
economic plan of the joint stock company

Observed

Charter, Art. 15, Item 22

9. Existence in a joint stock company of a board of directors-
approved risk management procedure

Observed

MOSENERGO's Risk Management Regulation

10. Stipulating in a joint stock company's charter the authori-
ty of the board of directors to suspend the mandate of the gen-
eral director appointed by the general shareholders meeting
Observed

Charter, Art. 15, Item 15.1, Sub-item 12

The Director General is elected by the Board of Directors of the
Company

11. Stipulating in a joint stock company's charter the authori-
ty of the board of directors to set requirements to the qualifi-
cations and amount of remuneration of the general director, mem-
bers of the managerial board, principal executives of the joint
stock company

Observed in part

Charter, Art. 15, Item 15.1, Sub-item 14

12. Stipulating in a joint stock company's charter the authori-
ty of the board of directors to approve the terms and conditions
of employment contracts with the general director and mem-
bers of the managerial board

Observed in part

Charter, Art. 15, Item 15.1, Sub-item 14



B ADDITIONAL INFORMATION

13. Existence of a requirement in a joint stock company's char-
ter or internal documents stipulating that the votes of the mem-
bers of the board of directors who are the general director or
members of the managerial board should not be counted when
approving the terms and conditions of employment contracts
with the general director (managing organization, manager)
and members of the managerial board

Not observed

Charter, Art. 15, Itfem 15.1, Sub-item 14

The Board of Directors of the Company approves the terms
and conditions of contracts (including with regard fo the term
of office) with the general director of the Company, members
of the Executive Board, management organization (manager),
and modification of the said contracts

14. Presence of not less than three independent directors
on the joint stock company's board of directors meeting the
requirements of the Corporate Governance Code

Observed

There are eight independent directors on the Board of Direc-
tors

15. Absence among the members of the board of directors
of a joint stock company of persons who were found guilty
of an economic offence or offences against the state power, inter-
ests of civil service and service in local government bodies,
or who were subject to administrative punishments for a busi-
ness delinquency or wrong-doing in the sphere of finance,
revenue, and securities market

Observed

16. Absence among the members of the board of directors
of a joint stock company of persons who are shareholders,
general directors (managers), members of management bodies
or employees of legal entities competing with the joint stock com-
pany

Observed

17. Stipulating in a joint stock company's charter a require-
ment for the board of directors to be elected by cumulative
voting

Observed

Charter, Art. 10, Item 10.8

18. Stipulating in a joint stock company's internal documents
of a requirement for the members of the board of directors
to hold back from doing anything that will or may potentially
give rise to a conflict between their inferests and interests
of the joint stock company, and if such a conflict arises -
a requirement to disclose information about the conflict to the
board of directors

Observed in part

Article 8 of the Regulation on MOSENERGO's Information
Policy stipulates the duty of the members of the Board of Direc-
tors to notify the Board of Directors in writing that a conflict
between their interests and interests of the Company has
arisen or may arise

19. Stipulating in a joint stock company's internal documents
the duty of the members of the board of directors to notify the
board of directors in writing of their infention to carry out trans-
actions with securities of the joint stock company, of which
they are members of the board of directors, or its subsidiaries
(associated companies), and to disclose information on frans-
actions with such securities carried out by them

Observed

Regulation on MOSENERGO's Information Policy, Art. 8, Item
8.2

20. Existence of a requirement in a joint stock company's inter-
nal documents for holding meetings of the board of directors
not less frequently than once every six weeks

Observed

Charter, Art. 18, Item 18.2

21. Holding meetings of the board of directors of a joint stock
company during the year of the annual report of the joint stock
company not less frequently than once every six weeks
Observed

In 2006, the Board of Directors held 31 meetings

22. Stipulating in a joint stock company's infernal documents
procedures for holding meetings of the board of directors
Observed

Procedure for Convocation and Holding of Meetings of the
Company's Board of Directors

23. Existence of a provision in a joint stock company's internal
documents envisaging the board of directors' approval of the
joint stock company's transactions fo a sum of ten and more
percent of the company's asset value, with the exception of
transactions carried out in the ordinary course of business
Observed

Charter, Art. 15, Item 15.1, Sub-item 26

24. Stipulating in a joint stock company's internal documents
the right of the members of the board of directors to receive
information from the executive bodies and heads of major divi-
sions of the joint stock company that they need to properly
discharge their functions, as well as penalties for failure to do so
Observed

Procedure for Convocation and Holding of Meetings of the
Company's Board of Directors, Art. 3, Itfem 3.1., Sub-item 1,
Item 3.2, Item 3.3

25. Existence of the board of directors' strategic planning com-
mittee or assignment of the committee's functions to another
committee (other than the audit committee or personnel and
remuneration committee)

Not observed

The committee has not been appointed
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26. Existence of a committee of the board of directors (the
audit committee) which recommends an auditor of the joint
stock company to the board of directors and inferacts with him
and with the audit commission of the joint stock company
Observed

The Board of Directors approved the Regulation on the Audit
Committee of MOSENERGO's Board of Directors, Minutes
No. 18 of 04.03.2005, Item 2.1.2, Item 2.1.3, Item 8.4.4

27. Only independent and non-executive directors on the audit
committee

Observed

Composition of the audit committee is approved by Minutes
of the Board of Directors No. 4, dated July 24, 2006:

M.N. Pichugina (the independent director)

PN. Aksenov (the independent director*)

PS. Smirnov (non-executive director*)

A.l. Sobol (the independent director)

E.l. Logovinsky (the independent director)

28. Anindependent director at the head of the audit committee
Observed

Chairman of the Audit Committee - M.N. Pichugina (Minutes
No. 4, dated July 24, 2006)

29. Stipulating in a joint stock company's internal documents
the right of all members of the audit committee to access any
documents and information of the joint stock company sub-
ject fo non-disclosure of confidential information

Observed

Regulation on the Audit Committee of MOSENERGO's Board
of Directors, Art. 3, Art. 10

30. Establishment of a committee of the board of directors (the
human resources and remuneration committee) charged with
definition of eligibility criteria applicable to candidates for the
position of member of the board of directors and development
of the joint stock company's remuneration policy

Observed

Regulation on the Human Resources and Remuneration Com-
mittee of MOSENERGO'’s Board of Directors is approved,
Art. 2, Item 2.2

31. Anindependent director at the head of the human resources
and remuneration committee

Observed

Minutes of the Board of Directors No. 30, dated June 27,2005 -
Regulation on the Human Resources and Remuneration Com-
mittee of MOSENERGO's Board of Directors was approved.
Minutes of the Board of Directors No. 16, dated November 30,
2006 - the Chairman of the Human Resources and Remuner-
ation Committee of MOSENERGO's Board of Directors was
approved - Skribot W.

*in concordance with requirements of broker’s boards for issueres
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32. No officers of the joint stock company on the human
resources and remuneration committee

Observed

See Item 31

33. Establishment of the board of directors' risk committee or
assignment of the committee's functions to another committee
(other than the audit committee or personnel and remunera-
tion committee)

Not observed

The committee has not been appointed. The Risk Management
Regulation of MOSENERGO is approved

34. Establishment of the board of directors' corporate conflict
resolution committee or assignment of the committee's
functions to another committee (other than the audit commit-
tee or personnel and remuneration committee)

Not observed

The committee has not been appointed

35. No officers of the joint stock company on the corporate
conflict resolution committee

Not applicable

See Item 34

36. An independent director at the head of the corporate
conflict resolution committee

Not applicable

See Item 34

37. Existence of board of directors-approved internal docu-
ments of the joint stock company stipulating procedures for for-
mation and functioning of the board of directors committees
Observed

Regulation on the Audit Committee of MOSENERGO's Board
of Directors, Art. 5

Regulation on the Human Resources and Remuneration Com-
mittee of MOSENERGO's Board of Directors, Art. 6

38. Existence of procedures in a joint stock company's charter
for determining whether a quorum is present at a meeting
of the board of directors that enables to ensure obligatory
participation of independent directors in the board of directors’
meetings

Observed in part

Charter, Art. 18, Items 18.7 through 18.13
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Executive Bodies

39. Existence of a collegial executive body (managerial board)
of a joint stock company

Observed

Charter, Art. 21, Item 21.1

40. Existence of a provision in a joint stock company's charter
or internal documents envisaging the requirement of the man-
agerial board's approval of any real estate transactions and
borrowings by the joint stock company, provided that such
transactions are not classified as major transactions, and the
joint stock company does not customarily engage in such trans-
actions in the ordinary course of its business

Observed

Charter, Art. 22, Item 22.2, Sub-item 10-12

41. Detailing in a joint stock company's internal documents the
procedure for obtaining approval for operations outside the scope
of the financial and business plan of the joint stock company
Observed

Articles of the Executive Board of MOSENERGO, Item 5.9,
Sub-item 14-20 with changes entered by the General Meeting
of MOSENERGO's Shareholders (Minutes No. 1, dated May 31,
2006)

42. Absence among the members of the executive bodies
of a joint stock company of persons who are a shareholder,
the general director (manager), a member of a management body
or an employee of a legal entity competing with the joint stock
company

Observed

43. Absence among the members of the executive bodies of
a joint stock company of persons who were found guilty of an
economic offence or offences against the state power, interests
of civil service and service in local government bodies, or who
were subject fo administrative punishments for a business delin-
quency or wrong-doing in the sphere of finance, revenue, and
securities market. Where the functions of the sole executive
body are exercised by a managing organization or a manager,
the general director and members of the managerial board
of the managing organization or the manager should meet
the eligibility criteria applicable to the general director and
members of the managerial board of the joint stock company
Observed

44, Existence of a provision in a joint stock company's charter
or internal documents prohibiting the managing organization
(manager) from carrying out similar functions at a rival com-
pany or have any connection with the joint stock company apart
from carrying out the functions of the managing organization
(manager)

Observed in part

Charter, Art. 21, Item 21.3

The rights and obligations of a managing organization for manage-
ment of the current activities of the Company are determined by
the legislation of the Russian Federation and the agreement entered
into between the management organization and the Company

45. Existence of a requirement in a joint stock company's inter-
nal documents for the members of the executive bodies to hold
back from doing anything that will or may potentially give rise
fo a conflict between their interests and interests of the joint
stock company, and if such a conflict arises - a requirement
to advise the board of directors to that effect

Observed in part

Charter, Art. 19, Item 19.14,

Articles of the Executive Board of MOSENERGO, Art. 3, Item 3.1.3,
Regulation on MOSENERGO's Information Policy, Art. 8,
Item 8.1

46. Stipulating in a joint stock company's charter or internal
documents the eligibility criteria applicable to the managing
organization (manager)

Observed in part

See Item 44

47. Submission by the executive bodies of a joint stock com-
pany of monthly reports on their work fo the board of directors
Observed

Charter, Art. 15, Item 15.1, Sub-item 8

438. Stipulating in contracts concluded between a joint stock com-
pany and its general director (management organization, man-
ager) and members of the managerial board of their responsi-
bility for breach of provisions concerning use of confidential
and insider information

Observed

The Company's Secretary

49. Existence in a joint stock company of a special officer
(the secretary of the company) whose objective is to ensure
that corporate bodies and officers of the joint stock company
comply with procedural requirements safequarding the rights
and legitimate interests of the company's shareholders
Observed in part

Charter, Art. 15, Item 15.1, Sub-item 28

Corporate secretary of the Company and an ad hoc operating
unit

50. Detailing in a joint stock company's charter or internal doc-
uments the procedure for appointment (election) of the secre-
tary of the company and his/her responsibilities

Observed

Charter, Art. 15, Item 15.1, Sub-item 4

Procedure for Convocation and Holding of Meetings of the
Company's Board of Directors, Art. 4

51. Stipulating in a joint stock company's charter the eligibili-
ty criteria applicable to candidates for the position of the
secretary of the company

Observed in part

See Item 50
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Major Corporate Actions

52. Existence of a requirement in a joint stock company's char-
ter or internal documents for major transactions to be approved
prior to their consummation

Observed

Charter, Art. 15, Item 15.1, Sub-item 26

53. Obligatory invitation of independent assessors to deter-
mine the market value of property involved in major transac-
fions

Observed

Charter, Art. 15, Item 15.1, Sub-item 55

54. Stipulating in a joint stock company's charter that during
acquisition of large blocks of shares of the joint stock compa-
ny (takeover) the company should refrain from actions that are
aimed at protecting the interests of executive bodies (members
of such bodies) and members of the board of directors of the
joint stock company, and which may result in weakening the posi-
tion of shareholders (and in particular, pending the expiration
of the acquisition period, the board of directors should refrain
from issuing additional shares, convertible shares or securities
that otherwise entitle their holders to purchase shares of the
company, even if such issuance is authorized by the charter
of the company)

Not observed

The Charter contains no such provisions

55. Stipulating in a joint stock company's charter that the board
of directors must invite an independent assessor to determine
the current market value of the company’s shares and how
it could be affected by the takeover

Observed

See Item 53

56. A joint stock company's charter should grant no relief to
the entity taking over the company of the responsibility to offer
to buy out shareholders' ordinary shares (issuer's securities
convertible into ordinary shares)

Observed in part

Charter, Art. 5, Item 5.8

57. Stipulating in a joint stock company's charter or internal
documents that an independent assessor must be invited
for determination of the conversion value of shares after the
reorganization

Observed in part

Charter, Art. 15, Item 15.1, Sub-item 55
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Disclosure of Information

58. Existence of a board of directors-approved internal docu-
ment setting forth rules of and approaches to disclosure (Reg-
ulation on Information Policy)

Observed

Regulation on MOSENERGO's Information Policy

59. Stipulating in a joint stock company's internal documents
the requirement to disclose information about the purposes
of issuing new shares and the persons purchasing new shares,
including those who intend to purchase a large block of shares,
as well as whether senior executives of the joint stock compa-
ny will purchase shares offered

Not observed

The relevant requirements will be observed should the Compa-
ny issue its shares

60. Existence in a joint stock company's internal documents
of a list of information, documents and materials to be fur-
nished to the shareholders fo enable them to make decisions
regarding issues brought up at a general shareholders meeting
Observed

Regulation on MOSENERGO's Information Policy, Art. 5,
Item 5.9.5

61. Existence of a joint stock company's website and regular
disclosure of information about the joint stock company
on such website

Observed

Regulation on MOSENERGO's Information Policy, Art. 4,
Item 4.7, (www.mosenergo.ru)

62. Stipulating in a joint stock company's infernal documents
the requirement to disclose information about transactions
between the joint stock company and its senior executives
in accordance with the charter, and about transactions between
the joint stock company and entities in which the company's sen-
ior executives directly or indirectly own 20 percent or more
of the company's charter capital or which can be otherwise
strongly influenced by such executives

Observed

Regulation on MOSENERGO's Information Policy, Art. 4, Item
4.1, Item 4.4.4

63. Stipulating in a joint stock company's internal documents
the requirement to disclose information about all transactions
which may substantially affect the market value of shares of the
joint stock company

Observed

Regulation on MOSENERGO's Information Policy, Art. 4, ltem
4.3 (d), Item 4.4.4, Item 4.4.5 (g, h), Items 4.4.8, 4.4.19



B ADDITIONAL INFORMATION

64. Existence of a board of directors-approved internal docu-
ment regulating the use of significant information about a joint
stock company's operations, shares and other securities of the
company and transactions therewith, which is not available
to the public and disclosure of which may substantially affect
the market value of shares and other securities of the joint
stock company

Observed in part

Regulation on MOSENERGO's Information Policy, Art. 7

Supervision of the Financial
and Business Operations

65. Existence of board of directors-approved procedures for
internal control over financial and business operations of the
joint stock company

Observed

The Regulation on Internal Control of MOSENERGO, approved
by the Board of Directors MOSENERGO, Minutes No. 7, dated
September 05, 2005

66. Existence of an ad hoc unit of the joint stock company that
ensures compliance with the internal control procedures
(control and audit service)

Observed

The table of organization provides for an internal audit direc-
torate

67. Existence of a requirement in a joint stock company's infer-
nal documents for the structure and composition of the con-
trol and audit service of the joint stock company to be deter-
mined by the board of directors

Not observed

68. Absence among the members of the control and audit serv-
ice of persons who were found quilty of an economic offence
or offences against the state power, interests of civil service and
service in local government bodies, or who were subject to
administrative punishments for a business delinquency or wrong-
doing in the sphere of finance, revenue, and securities market
Observed

69. Absence among the members of the control and audit
service of persons who are members of the executive bodies
of a joint stock company or persons who are shareholders,
the general director (manager), members of the management
bodies or employees of a legal entity competing with the joint
stock company

Observed

70. Stipulating in a joint stock company's infernal documents
the period of time for presentation of documents and materi-
als to the control and audit service for evaluation of the finan-
cial and business operation undertaken, as well as the respon-
sibility of officers and employees of the joint stock company for
failure to present same within such period

Observed in part

The Regulation on Internal Control of MOSENERGO, Art. 6.6

7 1. Existence of a requirement in a joint stock company's inter-
nal documents to the control and audit service to report the
revealed violations to the audit committee, and if such commit-
fee is not available - to the board of directors of the joint stock
company

Observed

The Regulation on Internal Control of MOSENERGO,
Art. 8.3, 8.5

72. Stipulating in a joint stock company's charter that the advis-
ability of carrying out operations falling outside the scope
of the financial and business plan of the joint stock company
(non-standard operations) should be preliminary evaluated
by the control and audit service

Not observed

73. Stipulating in a joint stock company's internal documents
the procedure for obtaining the board of directors' approval
of a non-standard operation

Not observed

7 4. Existence of a board of directors-approved internal docu-
ment setting forth the procedure for conducting audits of the
financial and business activity of the joint stock company by the
audit commission

Not observed

75. Evaluation by the audit committee of the auditor's report
before it is presented to shareholders at a general sharehold-
ers meeting

Observed

Regulation on the Audit Committee of MOSENERGO's Board
of Directors, Art. 2, Item 2.1.4
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Dividends 10.4. Information about Concluded
Interested-party Transactions

76. Existence of a board of directors-approved internal docu-

ment which is followed by the board of directors in adoption

of recommendations concerning the dividend rate (Regulation In 2006, MOSENERGO's Board of Directors approved 293

on Dividend Policy) interested-party transactions. The interested-party transactions

Not observed are listed on the Company's website'.

77. Stipulating in the Regulation on Dividend Policy the pro-
cedures for determining the minimal portion of net profit
of the joint stock company directed towards the payment
of dividends, and circumstances under which dividends are not
paid or paid only partially on preference shares with respect
to which the amount of dividends is provided by the charter
of the joint stock company

Not observed

See Item 76

78. Publishing of information about the dividend policy of the
joint stock company and all amendments thereto in a periodic
publication authorized by the company's charter to announce
general shareholders meetings, as well as on the company's
web-site

Observed in part

The Company abides by the Guidelines for Dividend Payment
approved by RAO UES of Russia

@ '32.1.
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10.5. Glossary

1. Acronyms

AWPL - autumn and winter peak loads
CCP - Combined Cycle Plant

CDU - Closed Distribution Unit

CRMZ - Central Mechanical Repair Works
DAM - “day ahead” market

EBRD - European Bank for Reconstruction and
Development

EC - efficiency coefficient

FSFM of Russia - Federal Service for Financial Markets
FTS of Russia - Federal Tariff Service

GDP - Gross Domestic Product

GTU (GTE) - Gas Turbine Unit (gas-turbine power plant)

ICE RAS - Institute of Computing Equipment
of the Russian Academy of Science

IVC - Information-Computing Center
KPI - Key Performance Indicators
LAPS - Local Area Power Station (a historical name)

LIBOR - London Interbank Offered Rate - an average
weighted interest rate on interbank credits

MAC - Maximum Allowable Concentration
MAD - Maximum Allowable Discharges
MDU - Main Distribution Unit

MREC - Moscow Region Energy Committee
MUD - Makeup Demineralizer

NME - Non-profit Medical Establishment

NOREM - New Wholesale Market of Electric Energy
and Power

NP ATS - Non-profit Partnership «Administrator of Trading

System» of the wholesale electricity (power) market

NP RTS Stock Exchange - Non-profit Partnership
«Russian Trading System» Stock Exchange»

NPF - Non-state pension fund
0AO - Open Joint Stock Company

0AO «UES SO-CDU» - OAO System Operator - Central
Dispatch Unit of the Unified Energy System of Russia

OAO MIEC - OAO Moscow Integrated Energy Company

OZAP - Experimental Plant for Automation Means
and Devices

PPTK - Industrial-Technological Completing enterprise
PWB - Peak Water Boiler

R&D - research and development

RBAM - requlated bilateral agreement market
REC - Regional Energy Commission

RTS - Russian Trading System (a stock exchange)
SAC - Subsidiaries and Associated Companies
TEP - Total Energy Plant

TG - Turbogenerator

VAT - value added tax

WEM - Wholesale Electricity (Power) Market

ZAO - Closed Joint Stock Company

2. Measurement units

Gcal - Gigacalorie. A unit of calorific energy
Gcal/h - Gigacalorie/hour. A unit of thermal power
kV - kilovolt. A unit of voltage

kVA - kilovolt-ampere. A unit of apparent
fransformer power

kWh - kilowatt-hour. A unit of electric energy
MW - megawatt. A unit of electric power

tfe - ton of fuel equivalent
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3. Terms

Balancing market. A constituent part of the WEM's discrep-
ancy sector offering electric energy generated in excess of the
planned volumes.

Bilateral contract. An agreement under which a supplier
undertakes to supply a definite quantity of electricity of a def-
inite quality to a buyer, and the buyer undertakes to accept and
pay for such electricity under terms and conditions of the con-
tract concluded as consistent with the rules of the wholesale
market.

Capacity, installed. A maximum active electric power with
which an electric installation is capable of running continuous-
ly without overload in accordance with the equipment certifi-
cate.

Capacity, operating. Available capacity of an electric power
plant less equipment laid up for repair.

“Day ahead” market. The NOREM sector which replaced the
free trade sector that existed before September 1, 2006. The
DAM operation is based on the competitive selection of price
bids of suppliers and buyers one day before the actual delivery
of electricity determining the delivery prices and quantities at
each hour of the day.

Discrepancy sector of the WEM. The sector trading in dis-
crepancies between actual and planned generation (consump-
tion) of electricity by the wholesale market players in a partic-
ular time of day at requlated tariffs and coefficients.

Free market sector (FMS). The competitive sector, the
"5-15" sector - a system of relations at the wholesale electric-
ity market defined by the WEM rules and based on competition
among suppliers and among buyers of electric energy.

Fuel equivalent. Metfering unit of the organic fuel used for
comparing the efficiency of different types of fuel and their
total metering.

Generation. Production of electricity and heat.

Gigabit Ethernet. High-speed technology of shared access of
users to a data network.

Independent director. Defined according to the recommen-
dations of the Corporate Behavior Code of the Federal Securi-
ties Commission.

Load - total electric power consumed by all electricity recipi-
ents (consumers) connected to the distribution grids of the sys-
tem and the power used to cover the losses in all the chains
of the electric grid (transformers, converters, electricity trans-
mission lines).
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Regulated sector of the WEM. The sector of electricity (pow-
er) supply to the wholesale market and consumption from the
WEM at the tariffs approved by the Federal Tariff Service.

SDH network. Technology for high-speed optical communi-
cation networks. Allows flexible, reliable and efficient networks
with a full software control to be created.

SF6 circuit breaker. A circuit breaker employing SF6 gas
instead of air or oil insulation, which enables to increase load
on current-carrying parts and to reduce their mass for the
account of its cooling properties.

Unit. A power boiler (steam generator) represented by one or
two shells and a turbine (or several turbines) rigidly connect-
ed thereto with a directly coupled electric generator (several gen-
erators according to the number of the turbines).
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10.6. Contact Information

MOSENERGO Open Joint Stock Company
for Energy and Electrification

Location and postal address:

8 Raushskaya Naberezhnaya, Moscow 115035
Phone: (495) 957-35-30

Fax: (495) 234-70-82

Teletype: 113137 USPH PU

Web address: www.mosenergo.ru

Securities Section:

Phone: (495) 957-25-99

Fax: (495) 951-09-64

E-mail: ocb@mosenergo.elektra.ru

Mass Media and Authority Relations Section:
Phone: (495) 957-22-90

Fax: (495) 957-37-99

E-mail: press-centfre@mosenergo.ru

Details with KB Transinvestbank (000):
Settlement account No. 40702810900000000068,

Correspondent account No. 30101810500000000212,

INN (Taxpayer ID) 7705035012, BIC 044579212,
OKPO code 00102798,

KPP (Industrial Enterprises Classifier) 997450001,
Basic State Reg. No 1027700302420,

OKVED code 40.10; 40.30

Registrar

ZAO Register-Service Specialized Registrar
Address: 15 Sadovnicheskaya St., Moscow 115035
Phone: (495) 234-70-76, (495) 234-79-78

E-mail: reestrservis@yandex.ru

License: No. 10-000-1-00312

Date of issue: March 30, 2004

Effective date: for an indefinite term

License issuing authority: the Federal Commission
for the Securities Market

Auditor

ZAO PricewaterhouseCoopers Audit

Address: 52 bldg 5, Kosmodamianskaya Naberezhnaya,

Moscow, 115054
Phone: (495) 967-6000
Fax: (495) 967-6001

Audit license: # E000376

Date of issue: May 20, 2002

Effective date: until May 20, 2007

License issuing authority: Ministry of Finance
of the Russian Federation
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10.7. MOSENERGO's official site map

www.mosenergo.ru
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