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I. General information 
Open joint-stock company «Federal grid company of Unified energy system» (hereinafter – Company) has been formed in execution of resolutions of JSC RAO “UES of Russia” Board of Directors dated 25.01.2002 and 07.05.2002, as well as resolution of JSC RAO “UES of Russia” dated 21.01.2001 in accordance with RF Government regulation of 11.07.2001 № 526 «On reforming of the Russian Federation electric power industry».

Articles of association of the Company were approved by resolution of JSC RAO “UES of Russia” dated 18.06.2002 № 42р, registered by Law institutions – of the Leningrad regional registration chamber on 25.06.2002. New version of Articles of association was approved by resolution of the Company general meeting of stockholders on 24.06.2005 and was registered by inspection of the Federal revenue service № 28 of Moscow.

In accordance with Articles of association the Company is the affiliated joint-stock company of JSC RAO “UES of Russia”. In the course of reform these shares will be prorated among stockholders of RAO “UES of Russia”, from here on, according to applicable legislation the government take in company authorized capital must increased up to 75% plus one share.

The Company was established in perpetuity and acts in accordance with Civil Code of the Russian Federation, Federal law of 26.12.1995 № 208-FL «On joint-stock companies», Federal law of 26.03.2003 № 35-FL «On electric power industry», with other regulatory legal acts of the Russian Federation and Company Articles of association.

The Company owns separate property that is taken into account on its independent balance, can in its own name acquire and exercise property and personal non-property rights, exercise functions, sue and be sued in any court. The Company has a right in accordance with established procedure to open bank accounts in the territory and beyond of the Russian Federation. The Company bears responsibility for its liabilities by all property.

The Company was formed for the following purposes:

- provision of reliable performance, enhancement of operating efficiency and development of the Unified energy system of the Russian Federation including isolated energy systems; 

- rendering of services for electric energy transmission on UNEG subjects of the wholesale market, as well as other companies, which own or on other basis provided by the federal laws the electric power industry units that are in accordance with established procedure technologically connected to UNEG on onerous contractual basis;

- creation of conditions for efficient performance of the wholesale energy market;

- assistance in execution of efficient management and control for the state property in the electric grid economy of industry;

- managerial and engineering provision of register maintenance of the electric grid economy units included in UNEG, as well as introduction of information in this register for units of the electric grid economy, which are referred to UNEG in accordance with established procedure;

- implementation of the state policy in electric power industry;

- efficient exploitation and centralized technological control for electric grids that are the part of the Unified energy system of Russia;

- operation and development of telecommunication infrastructure of energy market;

- implementation of the unified strategy in area of investments and capital raising in order to solve problems associated with development of electric grids and Unified energy system of Russia;

- development and implementation of scientific and technological policy and adoption of the new advanced types of equipment and technologies;

- receiving of profit.

The Company has a right to carry out the following kinds of activity:

- 
rendering of services for electric energy transmission and distribution;

· rendering of services for connection to electric grids;

· rendering of communication services;

- rendering of services for collection, transmission and processing of technological information including measuring and accounting data;

- diagnostics, maintenance, repair of electric grids and other units of electric grid economy and technological control for them;

- diagnostics, maintenance, repair of communications networks, measurement and accounting instrumentation, equipment of relay protection and emergency automatics and other equipment connected with the electric grid economy performance, as well as equipment designed for control of UES of Russia;

- development of the long-term forecasts, perspective and current plans for development of the electric grid complex, target comprehensive scientific-technical, economic and social programs;

- development of electric grids and other units of electric grid economy including design, engineering surveys, construction, reconstruction, technical re-equipment, assembly and adjustment;

- development of communications networks, measurement and accounting instrumentation, equipment of relay protection and emergency automatics and other equipment connected with the electric grid economy performance, as well as equipment designed for control of UES of Russia, including design, engineering surveys, construction, reconstruction, technical re-equipment, assembly and adjustment;

- rendering of services for transmission and distribution of thermal energy on heating systems that are in ownership of the Company and which are used for own technological purposes;

- maintenance of explosive, chemical and fire hazardous production units connected with electric grid economy performance;

- activity for fire prevention and extinguishing, assembly, repair and maintenance of fire safety facilities of buildings and structures associated with electric grid economy performance;

- carrying out of technological control, execution of examination of industrial safety and labour protection at electric grid economy units;

- storage of oil products used for technological purposes;

- implementation of the foreign economic activity, trade and economic and scientific and technological cooperation with foreign firms in order to provide the Company activities provided in the Articles of association;

- educational activities for the purpose of training, retraining and education of personnel including check of personnel knowledge of regulations and standards of electrical installation and service, of labour protection, fire safety and other applicable normative documents;

- transportation of goods and passengers by vehicles, railroad and air transport for technological purposes;

- operation, technical maintenance and repair of vehicles, railroad and air transport and hoisting machines applied for technological purposes;

- safeguarding and detective activity exclusive in the interest of inherent safety within framework of the created Company Security Service, which according to its activity is governed by RF Law “On private detective and safeguarding activity in the Russian Federation” and by the applicable RF legislation;

- organization and carrying out of measures concerning issues of mobilization preparation, civil defence, emergency situations and protection of information classified as state secret in accordance with the applicable legislation;

- implementation of the other kinds of activity associated with achievement of objectives provided in Articles of association that are not forbidden by the applicable legislation of the Russian Federation.

Location and legal address of the Company: 5а, Academica Chelomeya St., Moscow, 117630.

The Company is registered in the Uniform State Register of Legal Entities on 20.08.2002 reference № 1024701893336.

Average staffing number of the Company employees for 2006 is 18 103 people. For year 2005 the average staffing number was 11 611 people.

Composition of the Company Board of Directors includes as follows:

	№ 
	Name 
	Post 

	1
	Christenko Victor Borisovich 
	Minister in Industry and Energy of the Russian Federation, Chairman of Board of Directors

	2
	Ayuev Boris Ilich
	Member of the Board of JSC RAO “UES of Russia”, Chairman of the Board of JSC «SO-CDA UES»

	3
	Voloshin Alexander Stalevich 
	Chairman of Board of Directors of RAO “UES of Russia”

	4
	Gref German Oscarovich 
	Minister of Economic Advancement and Trade of the Russian Federation 

	5
	Invanov Sergei Nikolayevich 
	Principal Deputy Director General of «Rosenergoatom» group of companies 

	6
	Ponomarev Dmitry Valeriyevich 
	Chairman of the Board of non-commercial partnership Administrator of the trade system

	7
	Rappoport Andrei Natanovich 
	Member of the Board, managing director of JSC RAO “UES of Russia” (Business-unit «Networks»), Chairman of the Board of JSC “FGC UES”

	8
	Udaltsov Yuri Arcadyevich 
	Member of the Board of JSC RAO “UES of Russia”, manager of Reform Control Centre of JSC RAO “UES of Russia” 

	9
	Chubayis Anatoly Borisovich 
	Chairman of Board of JSC RAO “UES of Russia”


	Composition of the Company Management Board includes the following Company officials:

№ 
	Name 
	Post 

	1
	Rappoport Andrei Natanovich 
	Chairman of the Board 

	2
	Chistyakov Alexander Nikolayevich 
	Chief Deputy Chairman 

	3
	Vinogradov Dmitry Vladimirovich 
	Executive 

	4
	Dorofeyev Vladimir Valerianovich 
	Executive 

	5
	Tuzov Michael Yuriyevich 
	Executive 

	6
	Vasilyev Victor Alexeyevich 
	Executive 

	7
	Maslov Alexei Victorovich 
	Director for asset and investment management 


Composition of the Company Audit Committee includes as follows:

	№ 
	Name 
	Post 

	1
	Sidorov Sergei Borisovich 
	Head of Department of internal audit of CC JSC RAO ‘UES of Russia” 

	2
	Morozov Michael Athanasiyevich 
	Deputy Head of Department of internal audit of CC JSC RAO ‘UES of Russia” – head of section of audit execution 

	3
	Gabov Andrei Vladimirovich 
	Head of Department of corporate governance of CC JSC RAO ‘UES of Russia” 

	4
	Baytov Anatoly Valeriyevich 
	Director of Managerial board of financial control and internal audit of the Company 

	5
	Lelekova Marina Alexeyevna
	Deputy Director of Managerial board of financial control and internal audit of the Company 


In accordance with the Federal law «On natural monopolies» dated August 17, 1995 № 147-FL the Federal Energy Commission of the Russian Federation by its Resolution of 25.06.2003 № 49-э/1 included the Company into section I «Services for electric and (or) thermal energy transmission» of Register of natural monopolies subjects in the fuel and energy complex, in the case of which the state regulation and control are implemented, under registration number 47.1.110.

For the purpose to increase efficiency of electric power industry performance, provision of regular supply of branches of economy and population with electric and thermal energy Government of the Russian Federation has approved the Basic trends in reforming of the Russian Federation electric power industry that are outlined in the RF Government Resolution «On reforming of the Russian Federation electric power industry» dated 11.07.2001 № 526. RF Government Resolution dated 27.06.2003 № 865-р approved the plan of measures for reforming of electric power industry for 2003 - 2006. The Company directly participates in reforming of the industry.

II. Accounting policy
Financial statements of the Company are prepared on basis of the following accounting policy.

1. Basis for composition
Financial statements of the Company are formed on basis of rules for business accounting and financial statements applicable in the Russian Federation, in particular Federal law dated 21.11.1996 № 129-FL «Accounting law», Provision for business accounting «Accounting policy of organization» ПБУ 1/98, approved by order of the Russian Federation Ministry of Finance dated 09.12.1998 № 60н, Provision for maintaining of business accounting and financial statements in the Russian Federation, approved by the order of Ministry of Finance dated 29.07.1998 № 34н, Provision for business accounting «Financial statements of organization» ПБУ 4/99, approved by the order of Ministry of Finance dated 06.07.1999 № 43н. There are no departures from established valuation rules for articles of financial statements.
2. Foreign exchange assets and liabilities 
The official foreign exchange rate to ruble affected on day of transaction was used upon accounting of foreign exchange business transactions. Cash resources on the foreign currency account in banks and receivables are represented in financial statements in the amount calculated on basis of the official exchange rate affected on December 31, 2006. Exchange rate to this date came to 26.3311 rubles for 1 Us dollar (December 31, 2005 – 28.7825 rubles), euro – 34.6965 rubles (December 31, 2005 – 34.1850 rubles).

Exchange differences occurred in the course of year on transactions with foreign exchange assets and liabilities, as well as during their conversion according to status for reporting date are related towards financial results as other income.
3. Short-term and long-terms assets and liabilities
In accounting balance-sheet the financial investment, accounts receivable and accounts payable including indebtedness under credits and loans are referred to the short-term if their circulation period (payment) does not exceed 12 months. The rest assets and liabilities are represented as the long-term.

4. Main assets
Composition of main assets reflects units used by the Company in the course of production of outputs during works execution and rendering of services or for administrative needs of organization, with life span no less than 12 months.

In financial statement the main assets are represented according to initial (reinstatement) value minus depreciation amount accumulated during total operation period.

Units of main assets with cost no more than 10 000 rubles per unit are written-off to expenditures by means of depreciation at the rate of their initial value as far as of their issue to workshops or commissioning. This procedure is departure from running rules, but it provides reliable reflection in the business accounting of the Company assets, and overall control for presence and movement of the Company noncapitalized product.

Acquired books, offering circulars and other printed matters upon acceptance to accounting are not recognized as the main assets. Expenditures connected with their acquisition are acknowledged as expenditures of reporting period when they were acquired. Library stock in the Company is not formed.

Depreciation for units of the main assets is implemented by linear method on basis of useful life. The Company applies classification of main assets that are included in amortization groups, which is approved by resolution of the Russian Federation Government dated 01.01.2002 №1 «On classification of main assets included into amortization groups» upon determination of useful life for units of the main assets.

In the absence of individual units of main assets in the Classification then useful life for business accounting purposes is determined on basis of expert evaluation of the Company technical experts in accordance with technical specifications by the following way:

· on basis of the expected useful life for this unit in accordance with anticipated capability and power;

· on basis of the expected physical depreciation depending on operation conditions, natural conditions and aggressive environment effect, system of repair execution;

· normative legal and other restrictions for this unit utilization.

Upon acquisition of previously used units of main assets their useful life is defined:

- on basis of useful life determined according to the abovementioned procedure that is decreased by number of months of this unit operation by the previous owner;

· if it is impossible to define the useful life using the abovementioned procedure, then commission defines the useful life for indicated main asset at its option by taking into account safety requirements and other factors.

Units of main assets, rights for which are subject to the state registration in accordance with the Russian Federation legislation, are included into composition of main assets and appropriate amortization group since matter of record of submission for the indicated rights registration. 

Property completed with construction, operated in fact, for which documents for state registration are not submitted are subject to depreciation. Depreciation for indicated property is calculated in accordance with procedure provided for calculation of depreciation for main assets. Adjustment of previously accrued depreciation amount is carried out after state registration during acceptance of these units to business accounting as the main assets. 

The Company annually implements revaluation of units of main assets. Revaluation is carried out in accordance with order documents into groups of homogeneous units of main assets on basis of current (reinstatement) value by means of direct conversion for document supported market prices. 

Main assets value, in which they are accepted to business accounting, is not liable to variation, except for cases of completion, re-equipment, reconstruction, upgrading, technical re-equipment, partial liquidation and other similar reasons.

Works for completion, re-equipment, upgrading includes works caused by change of technological or service assignment of equipment, building, structure or other unit of depreciable main assets, by increased load and (or) other new qualities.

Reconstruction includes rearrangement of existing units of main assets associated with production improvement and increase of its technical-economic indicators and that is executed according to project of main assets reconstruction with a view to increase in capacity, quality improvement and shifts in product mix.

Technical re-equipment includes set of measures applied to increase technical-economic indicators of main assets or their individual parts based on adoption of advanced equipment and technology, mechanization and automation of production, upgrading and replacement of morally obsolete and physically worn-out equipment with the new, more productive equipment.

Income and expenditure from disposal of main assets are represented in profit and loss statement as a part of other income and expenditure.

Expenditures connected with routine and capital repair of units of main assets are recognized as expenditures for ordinary activities including reporting period when they incurred.

5. Intangible assets
Amortization of intangible assets is carried out by linear method on basis of useful life of intangible assets. 

Amortization expenses on intangible asset are reflected in business accounting by accumulation on the separate account.

6. Research and development (R&D)

Writing-off of expenditures for scientific and research, development and technological works are implemented uniformly by linear method within taken term of writing-off. Term of writing-off expenditures for scientific and research, development and technological works is determined by the Company on its own initiative on basis of expected consumption date of results received from scientific and research, development and technological works, in the course of which the organization can obtain economic benefits but no more than 5 years.

7. Stocks
Stocks are taken into account at cost of their acquisition (procurement). 

Accounting of stocks is maintained using accounts 15 «Procurement and acquisition of material values» and 16 «Material values cost deviation». 

Goods acquired for sale are evaluated according to cost of their actual acquisition. 

Upon issue of stocks and goods to workshops and other disposal their evaluation is carried out according to method of «moving» average cost within framework of subdivision separated to individual balance.

Cost of special clothes, useful life of which according to allowance does not exceed 12 months, in full amount is written-off to expenditures at the moment of their transfer (supply) to the organization employees. 

Cost of special clothes, useful life of which according to allowance exceeds 12 months, is discharged by the linear method starting from month subsequent to month of issue on basis of useful life of the special clothes that is provided in the typical trade standards for free issue of special clothes, special footwear and other personal protective equipment, in Rules for provision of employees with special clothes, special footwear and other personal protective equipment that are approved by Resolution of the Russian Federation Ministry of Labour dated December 18, 1998 № 51, as well as in all internal normative documents of the Company.

Every piece of special clothes in service, useful life of which according to allowance exceeds 12 months, is the individual accounting unit.

8. Accounting of financial investments
Financial investments according to which the current market value can be defined are reflected in financial statements at the end of reporting year for current market value by adjustment of their evaluation to the preceding date.

Upon retirement of financial investments in securities, for which the current market value is not determined, they are evaluated according to the initial value of every unit of business accounting of the financial investments.

Income and expenditures for financial investments are represented as a part of other income and expenditures.

In 2006 the Accounting policy was updated – for all financial investments, market value of which is not determined, the Company executes check of their deterioration in value as of December 31 of reporting year. In case of stable decrease in value of the indicated financial investments the Company forms reserve for deterioration in value on amount of difference between their carrying and assessed or estimated value. Reserve for deterioration in value of financial investments is formed at the expense of financial results as a part of other expenditures. In financial statements the value of financial investments, market value of which is not determined and according to which reserve for deterioration in value is created, is represented on carrying value after deduction of the amount of formed reserve.

9. Expenditures of future periods
Expenditures incurred by the organization in reporting period but not relating to the following reporting periods are represented in accounting balance-sheet by an individual article as expenditures of future periods and are subject to writing-off in accordance with procedure established by the organization (uniformly, in proportion to volume of production and etc.), within the period to which they are relate. Period of writing-off is determined on basis of term within which obtention of economic benefits (income) is expected.

10. Trade receivables
Trade receivables is determined based on prices set by contracts between the Company and consumers (customers) by taking into account all discounts (markup) and VAT granted by the Company. 

Provision for doubtful debts is created in the Company for the purpose of valid reflection in financial statements of the current receivables.

Amount of provision for doubtful debts is determined following the results of inventory of the accounts receivable carried out at the last day of quarter and is estimated depending on term of its occurrence. Expenditures connected with formation of provision are included in composition of other expenditures. 

11. Authorized, additional and reserve capital
Authorized capital of the Company is reflected in the amount of nominal cost of common shares.  The Company places common registered uncertificated shares with nominal amount of 50 (fifty) copecks each in number 243 214 483 559 (two hundred forty three billion two hundred fourteen million four hundred eighty three thousand five hundred fifty nine) pieces to the total amount of 121 607 241 779.5 (one hundred twenty one billion six hundred seven million two hundred forty one thousand seven hundred seventy nine) rubles 50 copecks.

In accordance with legislation the Company forms emergency reserve fund at the rate of 5 (five) percent of the Company authorized capital. Amount of obligatory annual deductions to the emergency reserve fund is no less than 5 (five) percent of the Company net profit up to achievement of a given size by the Company emergency reserve fund. 

12. Received credits and loans
The Company implements transfer of the long-term debt into the short-term for received credits and loans. Transfer of the long-term debt for received credits and loans into the short-term is carried out by the Company at the moment when under the terms and conditions of the loan and (or) credit agreement 365 days remain up to return of the principal of loan.

Extra expenditures incurred by the Company in connection with receipt of credits and loans, issue and place of borrowers' liabilities are included in composition of other expenditures to that reporting period in which they were incurred.

Upon dept financing by the Company by means of issue of bills with interest or flotation of bonds the emitter indicates accounts payable by taking into account interests payable at the end of reporting period. Amount of interests payable is reflected as a part of other expenditures in those reporting periods to which these accruals relate.

Expenditures for received loans and credits that directly are associated with acquisition and (or) construction of investment asset are included by the Company in value of this asset and are settled by calculation of depreciation, except for cases when accounting rules do not provide calculation of asset depreciation.

Expenditures for received loans and credits connected with forming of investment asset, for which according to accounting rules the depreciation is not calculated, are not included in value of such asset, but are referred to current expenditures of organization.

If it is impossible to allocate expenditures for servicing of credits and loans with sufficient degree of certainty to the particular unit of property (capital and current assets) or process of cost allocation suggests complicated and labor intensive calculations, then expenditures for these credits and loans servicing are in full referred to the other expenditures.
13. Income and expenditures of organization 

Proceeding of realization of goods, products, service rendering is recognized as far as goods, products are distributed, works are executed, services are rendered. Proceeding is reflected in financial statements minus value-added tax, custom duties and rebates granted to consumers. 

Expenditures of isolated subdivisions for ordinary activities are completely production without separation of management expenses in them. 

Income and expenditures from demise are recognized by the Company as income and expenditures from ordinary activities. 

Income and expenditures connected with granting at a charge of rights, occurred from patents for invention, industrial samples and other kinds of intellectual properly, are acknowledged as income and expenditures from ordinary activities.

Management and business expenditures of the Company are acknowledged in cost of sold output and services completely in reporting period without separation according to kinds of activity.

14.  Changes in the Company accounting policy 

Changes of qualifying character that do not introduce alterations for evaluation of articles of financial statements were made in reporting year in the Company accounting policy. Qualifying paragraph concerning income of future periods, accounting of financial investments, accounting of expenditures with dependent entities, accounting of lease transactions, accounting of deficiencies and losses upon valuables damage was entered. Accounting for segments is not drawn up from financial statements for year 2006. By virtue of the fact that the Company executes one kind of activity, rendering of services for electric energy transmission on the Unified energy system of the Russian Federation, and this kind of activity represents one production segment and one geographical segment. Other transactions do not lead to formation of essential assets and liabilities and do not represent individual reportable segment as it is determined by ПБУ 12/2000 «Segment information».
III. Disclosure of essential indicators
1. Financial statements for 2005 and 2006 
In financial statements for 2006 some indicators beginning of reporting year and, accordingly, balance-sheet total do not correspond to indicators at the end of reporting year of financial statements for 2005 for the following reasons:

For Accounting balance-sheet (Form № 1):

line 120 «Main assets»: final appraisal of main assets by 3 830 705 thous. rubles, decrease of adjustment according to revaluation of previous years by 2 325 thous. rubles was executed as a result of revaluation carried out as of January 01, 2006. Total amount of article change is 3 833 030 thous. rub. (3 830 705 + 2 325) thous. rubles;

1.2. line 420 «Additional capital»: in connection with revaluation of main assets the data were changed by amount of final appraisal of main assets 3 830 705 thous. rubles. 

1.3. line 465 «Uncovered loss of past years»:  in connection with implemented revaluation the data were changed by 2 325 thous. rubles and increased by the amount 2 014 804 thous. rub. owing to reformation of balance-sheet;  


1.4 line 470 «Undistributed profit of the reporting year»: in connection with reformation of balance-sheet the amount 2 014 804 thous. rubles is completely transferred into line 465 «Undistributed profit of past years».



For Profit-and-loss report (Form № 2):

1.1 in connection with alterations in legislation in 2006 the format of № 2 was changed. In 2006 line 090 «Other operating income», line 120 «Other extraordinary income», line 160 «Extraordinary income» were combined in the Form №2 for 2006 into line 090 «Other income». As well as line 100 «Other operating expenditures», line 130 «Other extraordinary charges», line 170 «Extraordinary expenditures» were combined in the Form №2 for 2006 into line 100 «Other expenditures».  


1.2 in 2005 in line 141 the deferred tax assets and deferred tax liabilities 1 614 thous. rubles (26 144 – 24 530 thous. rubles) were not reflected in detail. In financial statements for 2006 – they are represented in large-scale: for line 141 – 26 144 thous. rubles, and for line 142 - (24 530) thous. rubles.



For Report of capital change (Form № 3):


For line 200 «Net assets» there is increase by the amount 3 833 030 thous. rubles, which is associated with final appraisal of main assets. 

2. Authorized capital of the Company
Data are as of December 31, 2006 the Company authorized capital is fully settled. 

Issue of securities was registered on 21.03.2006 –160 000 000 000 (one hundred sixty billion) pieces of JSC ‘FGC UES” shares with nominal value 50 (fifty) copecks each by means of private offering, acquirer JSC RAO “UES of Russia” and Government represented by Federal Agency for federal property management. Offering price – is 50 (fifty) copecks for every common registered share of issue. Completion of emission is date of registration of stockholders of the Company registered securities of record concerning ownership transfer for the last share of issue to the acquirer, but no later than one year from state registration date of the additional securities issue. As of 31.12.2006 in register of holders of the Company registered securities there are introduced records about ownership transfer for JSC ‘FGC UES” shares in number 66 618 836 thous. pcs, to the total amount 33 309 418 thous. rubles (as of 31.12.06 in return of shares the amount 34 337 928 thous. rubles has come).
Additional capital of the Company at the rate of 13 126 449 thous. rubles at the end of reporting period is formed at the expense of implemented final appraisal of the main assets (13 076 923 thous. rubles) and value-added tax amount for main assets accepted as contribution to authorized capital (49 526 thous. rubles). Revaluation of main assets was carried out on basis of independent assessor statement.

Allocation of profit for 2005 in the amount 1 997 066 thous. rubles was approved in 2006 in accordance with resolution of JSC RAO “UES of Russia” Board of Directors dated 23.06.2006. net profit of 2005 was send to dividend disbursement following the results of year 2005 that ended up on December 31, 2005 at the rate of 367 292 thous. rubles and to the emergency reserve fund at the rate of 1 629 774 thous. rubles.
Allocation of net profit following the results of year 2006 will be implemented after approval of financial statements by the general meeting of stockholders.

3. Intangible assets
In the reporting year composition of intangible assets includes software complex ИПК CDSCS, depreciated cost of which as of 31.12.2006 is 247 035 thous. rubles and database of ИПК CDSCS, depreciated cost of which as of 31.12.2006 is 593 221 thous. rubles. 
4. Main assets
Composition of main assets reflects land plots, buildings, machines, equipment, transport vehicles and other appropriate units with useful life of more than 12 months.

Data are as of January 1, 2006 the Company revaluated according to market values the following groups of main assets: production buildings and structures including buildings of substations, transmission lines, as well as high-voltage equipment of substations. Amounts of increase of initial value for indicated units and accumulated depreciation are referred to the additional capital. In balance-sheet the main assets are represented according to depreciated cost.


Income and losses from main assets disposals are reflected in profit-and-loss report as a part of other income and expenditures.

5. Incompleted construction
Composition of investments into capital assets (line 132 F №1 of balance-sheet) includes expenditures for acquisition and construction of main assets (38 048 842 thous. rubles as of 31.12.2006 and 27 223 167 thous. rubles as of 31.12.2005), intangible assets (595 813 thous. rubles as of 31.12.2006 and 714 485 thous. rubles as of 31.12.2005), as well as expenditures for incompleted R&D (188 264 thous. rubles as of 31.12.2006 and 274 902 thous. rubles as of 31.12.2005). 

Incompleted construction and main assets that are not commissioned at the end of reporting year are itemized in the following basic subdivisions of the Company:

	Affiliate 
	IC and main assets that are not commissioned for 31.12.2006, thous. rub.
	IC and main assets that are not commissioned for 31.12.2005, thous. rub.

	Executive office
	309 971
	389 103

	MES Centre
	8 642 804
	5 060 854

	MES North-West
	8 203 420
	4 937 561

	MES Volga
	1 366 669
	1 103 712

	MES South
	3 800 120
	2 534 044

	MES Ural
	3 536 798
	2 360 947

	MES Western Siberia 
	589 407
	167 541

	MES Siberia 
	6 829 412
	7 113 823

	MES East
	4 447 532
	3 382 398

	Elektrosetservices
	296 566
	173 184

	TMR MES 
	26 143
	-

	Sum-total
	38 048 842
	27 223 167


6. Taxes
For the purposes of tax liability the value-added tax is recognized from 2006 by the Company as sales proceeds as calculated in accordance with alterations in legislation. At the end of reporting year the services rendered up to 2006 were not paid in full and deferred VAT at the end of year was 28 059 thous. rubles.

According to tax accounting date that is formed in accordance with requirements of chapter 25 «Profit tax of organizations» of the Russian Federation Tax Code the taxable income for 2006 is 6 091 449 thous. rubles. In 2005 the abovementioned indicator was 5 955 042 thous. rubles. Income before income tax for the purposes of financial (accounting) statements was associated with qualified income for income tax as follows:
	Indicator 
	2006

thous. rub.
	2005

thous. rub.

	Conditional profit
	3 553 108
	3 424 952

	Conditional expenditure for profit tax at rate 24 %
	852 746
	821 988

	Standing tax due (asset)
	862 228
	605 608

	Deferred tax asset
	(15 279)
	26 144

	Deferred tax due 
	(237 748)
	(24 530)

	Current profit tax
	1 461 947
	1 429 210


Difference between carrying value of assets and liabilities for the purposes of financial (accounting) statements on the one part and for the purposes of tax liability on the other will lead to occurrence of temporary differences. Assets and liabilities for deferred profit tax are determined at the rate of 24%, which will effect at the moment of asset monetization or debt repayment.

In balance-sheet in line 145 «Deferred tax assets» the consolidated (convolved) amount of deferred tax asset and deferred tax liability is represented.
	Indicator 
	2006

thous. rub.
	2005

thous. rub.

	Deferred tax asset
	668 621
	683 900

	Deferred tax due 
	(270 109)
	(32 361)

	Sum-total for p.145 Ф.1
	398 512
	651 539


6. Expenditures for R&D

In 2006 expenditures for R&D are written-off to the amount of 86 103 thous. rubles, used in current activity, as ordinary expenses. 

7. Financial investments

Evaluation of financial investments upon their disposal in 2006 was implemented according to the initial value of every unit of business accounting. The Company does not have financial investments that have current market value. 


In 2006 reserve for deterioration of JSC “Nurenergo” shares in respect of which the stable decrease in their value is defined. Shares were appraised by an independent assessor as of 01.01.2006 in 0 rubles and the reserve of 1 972 781 thous. rubles was formed to the total amount of investments into JSC “Nurenergo”. 


Also reserve for deterioration of financial investments was accrued for loan granted to JSC “Nurenergo” amounting to 501 300 thous. rubles as loan redemption will be implemented not by cash assets but by JSC “Nurenergo” shares of additional issue.

 The amount 1 531 081 thous. rubles is referred for current year expenditures to form the reserve for deterioration of financial investments.



Long-term financial investments of the Company
	Name and legal organizational form
	Owner-ship ratio
	Place of performance
	Type of activity
	Amount (with allowance for reserve) for 31.12.2006, thous. rubles 
	Amount (with allowance for reserve) for 31.12.2005,

thous. rubles 

	JSC «Nurenergo»
	77.00%
	Grozny
	Electric energy generation
	-
	-

	JSC «МУС of Power industry»
	100.00%
	Moscow 
	Communication services
	19 997
	19 997

	JSC " Arkhangelskaya backbone grid company"
	49.00%
	Arkhangelsk
	Electric energy transmission services
	438 463
	-

	JSC "Arkhangelskiye backbone grids"
	48.66%
	Astrakhan
	Electric energy transmission services
	338 693
	-

	JSC "Belgorodskaya backbone grid company"
	49.00%
	Belgorod
	Electric energy transmission services
	47 049
	-

	JSC "Bryanskaya backbone grid company"
	49.00%
	Bryansk
	Electric energy transmission services
	202 194
	-

	JSC "Vladimirskiye backbone grids"
	49.00%
	Vladimir
	Electric energy transmission services
	389 551
	-

	JSC "Volgogradskiye backbone grids" 
	48.99%
	Volgograd
	Electric energy transmission services
	583 054
	-

	JSC "Vologodskiye backbone grids" 
	49.00%
	Vologda
	Electric energy transmission services
	395 920
	-

	JSC "Voronezhskaya backbone grid company"
	49.01%
	Voronezh
	Electric energy transmission services
	176 730
	-

	JSC " Dagestanskiye backbone grids" 
	51.00%
	Makhachkala
	Electric energy transmission services
	290 701
	-

	JSC "Ivanovskiye backbone grids" 
	49.66%
	Ivanovo
	Electric energy transmission services
	109 881
	-

	JSC "Kaluzhskaya backbone grid company"
	52.25%
	Kaluga
	Electric energy transmission services
	161 456
	-

	JSC "Karelian backbone grids" 
	100%
	Petrozavodsk
	Electric energy transmission services
	696 000
	-

	JSC " Kirovskiye backbone electric grids" 
	48.17%
	Kirov
	Electric energy transmission services
	193 093
	-

	JSC "Kola backbone grids" 
	49.21%
	The Murmansk Region
	Electric energy transmission services
	533 744
	-

	JSC "Kostromskiye backbone grids"  
	49.00%
	Kostroma
	Electric energy transmission services
	167 679
	-

	JSC "Krasnoyarskiye backbone grids"  
	51.75%
	Krasnoyarsk
	Electric energy transmission services
	1 256 519
	-

	JSC "Kurskiye backbone grids"  
	49.00%
	Kursk
	Electric energy transmission services
	286 487
	-

	JSC " Lipetskiye backbone grids"
	49.02%
	Lipetsk
	Electric energy transmission services
	385 766
	-

	JSC "Backbone grid company Rostovenergo"
	48.43%
	Rostov-on-Don
	Electric energy transmission services
	402 671
	-

	JSC "Backbone grid company" (Mosenergo)
	50.90%
	Moscow 
	Electric energy transmission services
	1 519 907
	-

	JSC "Mari backbone grids"
	64.44%
	The Republic of Marij El
	Electric energy transmission services
	151 810
	-

	JSC "Mordovian backbone grid company"
	53.14%
	The Republic of Mordovia
	Electric energy transmission services
	151 717
	-

	JSC "Nizhni Novgorod backbone grid company"
	49.00%
	Nizhni Novgorod
	Electric energy transmission services
	894 149
	-

	JSC "Omskaya backbone grid company"
	49.00%
	Omsk
	Electric energy transmission services
	229 534
	-

	JSC "Orenburgskiye backbone electric grids"
	100.00%
	Orenburg
	Electric energy transmission services
	1 584 500
	-

	JSC "Orlovskaya backbone grid company"
	49.00%
	Orel 
	Electric energy transmission services
	132 935
	-

	JSC "Penzenskaya backbone grid company"
	49.00%
	The Penza Region
	Electric energy transmission services
	103 792
	-

	JSC «Permskaya backbone grid company»
	49.00%
	Perm 
	Electric energy transmission services
	487 049
	-

	JSC "Ryazanskiye backbone grids"
	49.00%
	Ryazan
	Electric energy transmission services
	290 569
	-

	JSC "Sverdlovskiye backbone grids"
	49.00%
	Ekaterinburg
	Electric energy transmission services
	912 978
	-

	JSC "Smolenskiye backbone electric grids"
	48.68%
	Yartsevo, the Smolensk Region
	Electric energy transmission services
	193 245
	-

	JSC "Tambovskaya backbone grid company" 
	49.01%
	Tambov
	Electric energy transmission services
	191 202
	-

	JSC "Twerskiye backbone grids"
	49.00%
	Twer 
	Electric energy transmission services
	134 144
	-

	JSC "Tomskiye backbone grids"
	52.03%
	Tomsk 
	Electric energy transmission services
	866 424
	-

	JSC "Tulskaya backbone grid company"
	49.00%
	Tula 
	Electric energy transmission services
	283 710
	-

	JSC "Tyumen backbone grid company"
	100.00%
	Tyumen
	Electric energy transmission services
	11 264 000
	-

	JSC "Udmurt backbone grids"
	49.00%
	Izhevsk
	Electric energy transmission services
	219 942
	-

	JSC "Khakas backbone company"
	100.00%
	Sayanogorsk 
	Electric energy transmission services
	502 999
	-

	JSC "Chelyabinskiye backbone electric grids"
	49.00%
	Chelyabinsk
	Electric energy transmission services
	429 492
	-

	JSC "Chuvashskiye backbone grids"
	100.00%
	Chuvash Republic
	Electric energy transmission services
	344 500
	-

	JSC "Yaroslavskiye backbone grids"
	47.36%
	Yaroslavl
	Electric energy transmission services
	403 933
	-

	JSC "St. Petersburg backbone grids"
	49.00%
	St. Petersburg 
	Electric energy transmission services
	1 415 907
	-

	JSC "УЦ of Power industry"
	50.00%
	Moscow 
	Activity in the range of electronic digital technologies
	27 536
	-

	JSC «Sangtudinskaya HPP-1»
	21.16%
	The Republic of Tajikistan
	Electric energy generation
	3 030 571
	1 030 587

	Investments in other organizations 
	
	
	
	158
	158

	Bank papers
	
	
	
	35 000
	-

	Granted loan facilities
	
	
	
	117 082
	887 672

	Total long-term financial investments
	
	
	
	32 994 433
	1 938 414


Short-term financial investments include loan granted to JSC «Kubanenergo» to the amount of 887 671 thous. rubles and short- term loans granted MMSK (41 420 thous. rubles as of 31.12.2006 and 40 422 thous. rubles as of 31.12.2005).  

8. Accounts receivable (short-term)

Amount of advances received (line 243 F №1 of balance-sheet) includes advances obtained by construction organizations (7 613 753 thous. rubles as of 31.12.2006 and 3 766 283 thous. rubles as of 31.12.2005) and advances obtained by service providers (3 516 626 thous. rubles as of 31.12.2006 and 2 256 423 thous. rubles as of 31.12.2005). Composition of advanced received by service providers reflects the following major advances: 

- to creation of industry digital technological network of mobile radio of the mid-Volga Region electric power industry (1 616 337 thous. rubles as of 31.12.2006 and 1 618 013 thous. rubles as of 31.12.2005) obtained by JSC «Svyazstroy»;

- for lease of electric grid units (479 806 thous. rubles as of 31.12.2006 advance is received in 2006) for JSC «MMSК Centre»;  

- adoption of the information system SAP R/3 (223 587 thous. rubles as of 31.12.2006 and 53 061 thous. rubles as of 31.12.2005) for LLC «SAP CIS and Baltic states».

Amount of other accounts receivable (line 244 of balance-sheet) includes outstanding amount of associated companies – JSC «Nurenergo», JSC «МУС of Power industry» and backbone grid companies (3 179 874 thous. rubles as of 31.12.2006 and 1 085 130 thous. rubles as of 31.12.2005) and overpayment on payments to budget and extrabudgetary funds (2 950 426 thous. rubles as of 31.12.2006 and 87 269 thous. rubles as of 31.12.2005). 

Long-term receivables completely includes the amount of non-interest-bearing note of JSC (joint stock bank) «Rosbank», repayment date of which – is year 2015.

9. Received loans and credits
In 2006 the Company floated Bonds of series 04 and 05 to the amount 11 000 000 thous. rubles. Information for issues is represented in the table.

	Series 
	01
	02
	03
	04
	05

	Volume of emission, thous. rubles
	5 000 000
	7 000 000
	7 000 000
	6 000 000
	5 000 000

	Volume 
	5 mio. pcs.
	7 mio. pcs.
	7 mio. pcs.
	6 mio. pcs.
	5 mio. pcs.

	Par value, rub.
	1000
	1000
	1000
	1000
	1000

	Rate 
	8.8%
	8.25%
	7.10%
	7.30%
	7.20%

	Start date of bonds flotation 
	21.12.2004
	28.06.2005
	16.12.2005
	12.10.2006
	05.12.2006

	Date of state registration of bond issue report 
	18.01.2005
	23.08.2005
	24.01.2006
	08.11.2006
	26.12.2006

	Maturity terms
	1092 days
	1820 days
	1092 days
	1820 days
	1092 days

	Outpayments for coupon yield, thous. rubles 
	219 400
	287 980
	247 800
	218 400
	179 500

	Coupon yield on every bond 
	43.88
	41.14
	35.40
	36.40
	35.90

	Accrued interest in 2006, thous. rubles 
	438 800
	575 960
	496 962
	96 000
	25 643


Maturity terms of bonds of 01 issue – is December 2007, accordingly, in the financial statements the value of indicated bonds measuring 5 000 000 thous. rubles is reflected as a part of short- term loans, the rest issues of Bonds are shown as long- term loans. Composition of the long- term credits includes credit of European Bank for Reconstruction and Development amounting to 5 000 000 thous. rubles. Loan was granted for upgrading and reconstruction of major high-voltage electric substations Centralnaya and Arzamasskaya.

Amount of all expenditures connected with loans and credits in 2006 was in full included into other expenditures and amounted to 1 952 217 thous. rubles.

10. Accounts payable
Accounts payable to suppliers and contractors includes debt to construction organizations (1 102 067 thous. rubles as of 31.12.2006 and 559 569 thous. rubles as of 31.12.2005) and service providers (2 913 469 thous. rubles as of 31.12.2006 and 2 944 882 thous. rubles as of 31.12.2005). This amount includes as follows: 

- debt to JSC «MMSK Centre» for lease of electric grid property (1 065 390 thous. rubles as of 31.12.2006, debt formed in 2006);

- debt to LLC «SAP CIS and Baltic states» for adoption of system SAP R/3 (682 665 thous. rubles as of 31.12.2006 and 46 658 thous. rubles as of 31.12.2005);
- debt to CJSC «Centre of financial payments» for purchase of normative electric losses (197 088 thous. rubles, debt formed in 2006).
Obtained advances include the amount of advances received for electric energy transmission (762 587 thous. rubles as of 31.12.2006 and 19 777 thous. rubles as of 31.12.2005). 

Other accounts payable includes the amount for paying up of additional issue shares (34 337 928 thous. rubles as of 31.12.2006 – occurred in 2006), debt to associated and affiliated companies (336 829 thous. rubles as of 31.12.2006 and 10 529 thous. rubles as of 31.12.2005). 

11. Expenditures of future periods
Composition of expenditures of future periods at the end of the reporting year there are insurance expenses (28 677 thous. rubles as of 31.12.2006 and 127 578 thous. rubles as of 31.12.2005), software (967 991 thous. rubles as of 31.12.2006 and 335 944 thous. rubles as of 31.12.2005), salaries expenses (11 412 thous. rubles as of 31.12.2006 and 6 159 thous. rubles as of 31.12.2005), licenses for licensable kinds of activity (1 489 thous. rubles as of 31.12.2006 and 266 thous. rubles as of 31.12.2005) and other expenditures (6 758 thous. rubles as of 31.12.2006 and 3 372 thous. rubles as of 31.12.2005) that refer to the future periods. 


Repayment date for insurance expenses is determined by an insurance contract, and as a rule does not exceed one year. Writing-off period for software does not exceed five years. The short-term part from composition of future periods expenditures for software at the end of reporting period is 53 623 thous. rubles.

12. Income and expenditure
Composition of other income for 2006 represents the following:

	Type of income
	Amount, thous. rubles

	Income from disposal of financial investment
	292 532

	Extraordinary insurance event yield 
	173 944

	Income from disposal of commodities and materials
	86 642

	Income of prior years
	82 598

	Income in the form of sanctions for contractual delinquency 
	8 158

	Capitalization of materials as a result of writing off of MA and IC
	5 663

	Foreign exchange gain
	1 486

	Approved penalties, fines
	1 478

	Income in the form of surpluses cost of commodities and materials and other property
	894

	Written-off accounts payable
	649

	Income from disposal of main assets 
	146

	Other income
	12 933

	Sum-total
	667 123


Composition of income of prior periods includes cost of a wrongly written-off asset in 2005.
 Composition of miscellaneous expenditures for 2006 represents the following:

	Type of expenditure 
	Amount, thous. rubles

	Provision for securities
	1 531 081

	Provision for doubtful debts
	570 058

	Depleted cost retired main assets
	384 265

	Expenditure for financial investment retirement 
	286 776

	Compensation of employees
	279 888

	Property tax
	242 229

	Bank services
	106 004

	Commodities and materials distribution costs 
	77 293

	Extraordinary insurance event expenditures 
	53 220

	Expenditures connected with securities servicing 
	31 704

	Other taxes and dues
	30 902

	Technical audit of distribution grid companies
	26 635

	Compensation of social character
	24 050

	Corporate measures expenditures
	22 197

	Undistributed deficit of prior years
	16 367

	Nonrefundable value-added tax
	10 685

	Other
	153 524

	Sum-total 
	3 846 878


13. Issued liabilities
According to line 960 of financial statements at end of reporting year the liabilities issued by the Company to JSC «Gasprombank» in the form of security on credit agreement for JSC «Kubanenergo» amounting to 386 609 thous. rubles are represented. Finishing date of liabilities for provision – is 20.11.2008. The rest value of liabilities is issued for credit agreements of equipment supplier.

14. Earnings per share
Basic earnings per share reflects a part of reporting period profit, which potentially can be distributed among stockholders – common stockholders. It is calculated as ratio of basic earnings for reporting year to weighted average volume of common shares outstanding in the course of reporting year.  

Moving of shares in the course of year was not executed, accordingly the weighted average volume of common shares outstanding is equal to 243 214 483 559 pcs. 

	Indicator 
	2005 

	Basic earnings for reporting year, rub.
	1 833 483 817

	Weighted average volume of common shares outstanding in the course of reporting year, pcs.
	243 214 483 559

	Basic earnings per share, rub.
	0.0075


The Company does not have convertible securities, does not have purchase and sale contracts for common shares at emitter at the price below market, consequently, diluted earnings per share is equal to the basic earnings per share.

15. Affiliated companies
The Company in incorporated into the group of interconnected organizations for generation and sale of electric and thermal energy in the Russian Federation (hereinafter – the Group). A parent organization of the Group is JSC RAO ‘UES of Russia”. The list of enterprises that enter into composition of the Group is represented on JSC RAO ‘UES of Russia” web-site: www.rao-ees.ru. The list of affiliated Companies is shown on the Company web-site: www.fsk-ees.ru. Composition of members of the Company Board of Directors and Management Board is described in section 1 of this Executive Summary. 

Overall cost of services for electric energy transmission rendering by the Company to the affiliated companies in 2006 is 51 652 718 thous. rubles that is 98% of total volume of services for the abovementioned kind of activity. In 2005 the aforesaid value was 24 512 648 thous. rubles and that is 88% of volume of services for electric energy transmission. Debt of the affiliated companies at the end of reporting period for abovementioned services was 2 156 124 thous. rubles to which the provision for doubtful debts reserve amounting to 544 823 thous. rubles was accrued (at the end of 2005 - 506 570 thous. rubles, amount of provision – 42 335 thous. rubles). The tariff for electric energy transmission to the first half of 2006 was approved in accordance with Resolution of the RF Federal Energy Commission dated 25.06.2003 № 49-э/2 «On inclusion of JSC “FGC UES” in the list of commercial organizations – subjects of federal (all-Russia) wholesale energy (capacity) market, electric energy tariffs (amount of service fee) for which is determined by Federal Energy Commission of the Russian Federation, and approval of JSC “FGC UES” service fee for electric energy transmission on the unified national electric grid» and with orders of FTS dated 06.12.2005 № 587-э/9 and dated 14.12.2005 № 633-э/17 «On approval of tariffs for electric energy transmission services on the unified national electric grid rendering by JSC «Federal grid company of Unified energy system». Starting from 01.06.2006 the order № 144-э/2 of FTS dated 27.07.2006 introduced the new tariffs in the form of rate of tariff for electric energy transmission services using units of electric grid economy, which enter into the unified national (all-Russia) electric grid, and rates of tariffs for payment of normative technological energy losses that is equal to tariffs for electric energy (capacity) purchase from the wholesale market, approved by p. 1 of FTS of Russia Order dated 06.12.2005 N 588-э/10 "On approval of tariffs for electric energy (capacity) provided from the federal (all-Russia) wholesale energy (capacity) market, and prices for electric energy and capacity for participants of regulated sector of the wholesale market". Within the reporting year services were rendered in accordance with established tariffs. 

The main delivery of equipment for electric grids units under construction were implemented by JSC «Energostroysnabcomplect UES» that enters into the Group, volume of equipment delivery for 2006 was 713 889 thous. rubles (for 2005 – 2 561 313 thous. rubles). JSC «Energostroysnabcomplect UES» within year 2006 also executed organization of tender procedures, services were rendered to the amount of 80 892 thous. rubles. Balance on calculations with the aforesaid organization for indicated transactions as of 31.12.2006 is 21 193 thous. rubles (as of 31.12.2005 – 147 291 thous. rubles). Services were rendered to the Company according to the usual market prices. 

For the reporting period energy companies that enter into the list of affiliated companies rendered services to the Company for repair and operational maintenance to the amount of 1 893 033 thous. rubles that is 91.3 % of total volume of these services for the reporting period. Services were rendered to the Company according to the usual market prices. 

In return of the additional emission shares of the Company within 2006 JSC RAO “UES of Russia” introduced property and cash assets to the amount of 34 337 928 thous. rubles. Emoluments paid to the members of Board of Directors and Management Board for performance of their duties at hold posts consists of salary provided under labour contract, as well as premiums defined following the results of work during the year. Total amount of remuneration in money paid to the members of Board of Directors and Management Board for 2006 is 87 798 thous. rubles. The additional medical insurance of the Company Management Board members, as well as their secondary individuals was also carried out in 2006. 

16. Contingency
The Russian tax, currency and customs legislation provides divergent interpretation and is liable to the frequent amendments. 


The Company Management does not exclude the fact that in future controversies with supervisory agencies may occur with relation to some transaction implemented in the reporting and past periods that can lead to the change of economic activity results. In accordance with p. 24 of Provision for business accounting «Contingency» ПБУ 8/01 the detailed information about such transactions is not made public in the report.


Recent events occurred in the Russian Federation bear witness to the fact that taxation authorities can take a tougher tack in interpretation of legislation and analysis of tax computations, and it is possible that previously non-controversial transactions and activity will be disputed. As a consequence significant additional taxes, fines and penalties can be charged. Tax inspection may cover three calendar years of activity which immediately preceded the year of check. Under certain conditions the earlier period can be subject to the check. 


According to the Company Management data are as of December 31, 2006 the appropriate provisions of legislation are interpreted correctly and provision of the Company in respect to the tax, currency and customs legislation will be stable.

17. Events occurring after the balance sheet date
On March 19, 2007 the extraordinary general extra-mural stockholders' meeting of JSC «Federal grid company of Unified energy system», functions of which were exercised by JSC RAO ‘UES of Russia” Board of Directors, arrived at decision to terminate the powers of JSC “FGC UES” Board of Directors in advance and elect the Board with the following composition:
	№
	Name 
	Post 

	1
	Christenko Victor Borisovich
	Minister in Industry and Energy of the Russian Federation, Chairman of Board of Directors

	2
	Ayuev Boris Ilich
	Member of the Board of JSC RAO “UES of Russia”, Chairman of the Board of JSC «SO-CDA UES»

	3
	Voloshin Alexander Stalevich 
	Chairman of Board of Directors of RAO “UES of Russia”

	4
	Gref German Oscarovich 
	Minister of economic advancement and trade of the Russian Federation 

	5
	Dementyev Andrei Vladimirovich 
	Deputy Minister in Industry and Energy of the Russian Federation;

	6
	Rashevsky Vladimir Valeriyevich
	Director General of JSC SUEC

	7
	Travin Vladimir Valentinovich
	Deputy Head of Agency for nuclear energy.

	8
	Ponomarev Dmitry Valeriyevich 
	Chairman of the Board of non-commercial partnership Administrator of the trade system

	9
	Rappoport Andrei Natanovich 
	Member of the Board, managing director of JSC RAO “UES of Russia” (Business-unit «Networks»), Chairman of the Board of JSC “FGC UES”

	10
	Udaltsov Yuri Arcadyevich 
	Member of the Board of JSC RAO “UES of Russia”, manager of Reform Control Centre of JSC RAO “UES of Russia” 

	11
	Chubayis Anatoly Borisovich 
	Chairman of Board of JSC RAO “UES of Russia”


Increase in personnel of JSC “FGC UES” Board of Directors was approved by the general meeting of stockholders of JSC “FGC UES” (by JSC RAO ‘UES of Russia” Board of Directors) on March 6, 2007 within framework of approval of the new edition of JSC “FGC UES” Articles of association. 

On March 20, 2007 JSC «Federal grid company of Unified energy system» completed floatation of additional emission of shares. Emission was registered on March 21, 2006 to the amount of 80 bln. rubles. Shares were placing on private offering to the advantage of RAO ‘UES of Russia” and the Russian Federation. 
In effect shares were floated at the amount of 59 083 862 thous. rubles. Following the results of additional emission of shares after registration of report about the issue results the authorized capital of Federal grid company will be increased from 121 607 242 thous. rubles up to 180 691 104 thous. rubles. 

RAO “UES of Russia” introduced shares of the Backbone grid companies, electric grid property that relates to the Unified national electric grid and cash assets in return for additional shares of JSC “FGC UES”. The Russian Federation paid shares of JSC “FGC UES” additional emission by cash assets at the rate of 22 480 000 thous. rubles in accordance with the Federal law «On federal budget for year 2007».

As a result of additional emission the Russian Federation represented by the Federal agency for management of federal property (FAUFI) provided its participation in JSC “FGC UES” authorized capital at the rate of 12.44%. Therewith the share of JSC RAO “UES of Russia” in authorized capital of Federal grid company shortened from 100% up to 87.56%.

On March 6, 2007 the Arbitration Court of Moscow delivered a judgment of the Company claims adjustment. According to judgement the decision of Interregional inspection of the Federal Revenue Service of Russia concerning largest taxpayers № 4 following the results of field tax inspection of JSC “FGC UES” financial and economic activities for the period 2003-2004 to the total amount back taxes at the rate of 494 mio. rubles and the appropriate amounts of fines and penalties were recognized to be illegal and requirements to be invalid.
On April 02, 2007 the session of Arbitration Court will take place upon examination of cassation appeal on the part of Interregional inspection of the Federal Revenue Service of Russia concerning largest taxpayers № 4 from awards of Arbitration Courts, according to which the decision and requirements of Interregional inspection of the Federal Revenue Service of Russia concerning largest taxpayers № 4 following the results of field tax inspection of JSC “FGC UES” financial and economic activities for year 2002 to the total amount back taxes at the rate of 136 mio. rubles and the appropriate amounts of fines and penalties were recognized to be illegal and requirements to be invalid.

Chief Deputy Chairman                                           (Signature)           
A.N. Chistyakov
Chief accountant                                                       (Signature)          
V.V. Schukin 
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