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EXPLANATIONS to agenda item 11

Termination of the Company’s membership in not-for-profit organizations
The Board of Directors of JSC CenterTelecom by its resolution (Meeting minutes #10 of September 28, 2004) approved the general guidelines of reorganization of the Company’s daughter and affiliated organizations that envisages termination of the Company participation in a number of not-for-profit organizations.

Association of joint-stock telecommunications companies of the Central Russia
The association was founded in 1995 in order to optimized interworking of telecom operators in the Central Russia. The goals of JSC CenterTelecom’s membership in the association were participation in the development of new organizational forms of managing telecommunications companies, establishment of executive training system, training of top experts and specialists and other employees, facilitation of government initiative implementation aimed at the development of telecommunications systems in the Central Russia.

In 2002 telecommunications operators in the Central region were merged and united with JSC CenterTelecom. Thus the goals of the Company membership the association can be achieved at the level of JSC CenterTelecom. Thus, it is advisable to terminate the Company’s membership in the association.
Association of Paging Operators
JSC CenterTelecom is a member of the association as the legal successor of JSC Ivtelecom taken over by the Company in 2002.

The goal of the Company participation in the association is facilitating development of paging. During the Company participation in the association the goal was achieved. Currently, there is a clear lack of demand for paging services in Russia. Evidently, it is unreasonable to continue the Company’s membership in this association.

Association of operators of CDMA networks
The goals of the Company membership in the association are: coordination of business activities, protection of interests of operators offering telecommunications services using CDMA, interworking with manufacturers of CDMA equipment and systems. During its activity the association managed to consolidate efforts of operator deploying and operating radiotelephone networks using Code Division Multiple Access (CDMA) technology. 

Currently the association has virtually ceased its operations. Thus, it is reasonable to terminate the Company’s membership in the association.
International association MART
The purpose of the association activities is offering information and technical assistance to members of the association and regional cable TV and on-air broadcasting companies. The association has failed to accomplish the declared purpose. Currently the association has virtually ceased its operations. It is reasonable to terminate the Company’s membership in the association.

Association of operators of federal business service ISKRA
Over 80 telecommunications operators in Moscow and the Moscow region, Central Federal District, the Astarkhan’, Novosibirsk, Kemerovo, Kaliningrad, Stavropol’, Krasnoyarsk regions, Karelia, Samara, Ulyanovsk are members of the association. 

The goals of JSC CenterTelecom participation in the association are facilitating development of the Interconnected Telecommunications Network of Russia, implementation of the locally produced and foreign made equipment and software to improve the quality of service of business service network Iskra.

Meanwhile there are no significant technological advantages in service provision using the Iskra network. JSC CenterTelecom owning high performance digital networks is able to independently offer quality telecommunications services. To continue JSC CenterTelecom’s membership in the association seems unreasonable. 

Bryansk regional association of industrial and commercial enterprises (employers)
The association was established in 1991. JSC CenterTelecom is a member as the legal successor of JSC Bryansksvyazinform merged with the Company in 2002.

The goals of JSC CenterTelecom participation in the association activities are improvement of efficiency and protection of interests of commercial and industrial enterprises of the Bryansk region, consolidation and coordination of efforts of the regional employers in addressing issues of economic development, creation of conditions conducive for accelerated development and implementation of achievement of sciences and technology by businesses in the region. 

The declared goals are fulfilled.

Volga regional association of telecommunications and IT engineers TELEINFO
The purposes of JSC CenterTelecom participation are education and training of the young, and experts and specialists, upgrade and installation of digital exchanges and their technical maintenance, cooperation with a scientific and practical magazine Telecommunications field of regions, implementation of technology innovations within the framework of training programs. 

Currently the declared goals are fulfilled, so it is reasonable to terminate the Company’s membership in the association.

Union of industrialists and entrepreneurs of the Ivanovo region (Ivanovo regional division of the Russian Union of Industrialists and Entrepreneurs (Employers)
The union was created in 1992. The key objectives of the union activities are support of business activity of entrepreneurs and enterprises of the Ivanovo region, facilitation of economic and scientific and technological development of the region, putting in place an efficient social partnership system, making proposals for a review by executive and legislative bodies of the Ivanovo region and the Russian Federation in the field of optimization of the economic policies being pursued, accumulating resources for funding special purpose programs and charity activity. 

Currently however, the union activities are irregular and rather sporadic. From time to time the union provides aid to development projects in the Ivanovo region. Given these facts, it is reasonable to terminate the Company’s membership in the union.

Association of operators of federal NMT-450 cellular network
JSC CenterTelecom is a member of the association as the legal successor of JSC Yartelecom that participated in the association since 1995 and merged with the Company in 2002.

After Yartelecom was joined to JSC CenterTelecom a general meeting of members of the association decided to deem Yartelecom quitting the association as it lost the legal entity status. The decision fails to comply with provisions of Federal Law #7-FZ of January 12, 1996 On not-for-organizations and the association charter. 

At the same time the only cellular NMT-450 assets of JSC CenterTelecom – 1.21 shares of ZAO Cellular Communications of Chernozemie (Black-soil area) shall be sold before the end of 2005.

Given the above, it is reasonable to terminate JSC CenterTelecom’s membership in the association.

Union of manufacturers and customers of telecommunications equipment
The Union of manufacturers and customers of telecommunications equipment was created in 1999. The main objectives of the union activities are:

· uniting efforts and interests of local enterprise and joint ventures developing telecommunications equipment and manufacturers, suppliers of technical means;

· concentration of efforts of local organizations developing telecommunications equipment and joint ventures, manufactures and customers purchasing telecommunications equipment in order to create favorable condition for successful competition with foreign providers in Russia, and improvement of efficiency of implementation of the scientific and technical policies in the telecommunications industry.

Currently however JSC CenterTelecom has virtually ceased interworking with the union and uses both locally manufactured and foreign made equipment. Being a public company JSC CenterTelecom would not publicly support any specific supplier, as this would reduce efficiency of marker mechanisms in the course of holding tenders for suppliers and manufacturers, efficiency of the technical policies. Thus, it is reasonable to terminate JSC CenterTelecom’s membership in the union.
According to item 18 subclause 13.2 of the Charter of JSC CenterTelecom making decision on the Company’s membership in associations and unions is referred to the powers of the general meetings of shareholders, while approval of the agenda of shareholders’ meeting is the competence of the Board of Directors (item 4, subclause 14.4 of the Charter). On May 26, 2005 the Company’s Board of Directors at its meeting (Minutes of May 26, 2005) passed a resolution to recommend to the general meeting of shareholders making a decision to terminate JSC CenterTelecom’s participation in the following not-for-profit organizations:

· Association of joint-stock telecommunications companies of the Central Russia

· Association of Paging Operators
· Association of operators of CDMA networks
· International association MART
· Association of operators of federal business service ISKRA
· Bryansk regional association of industrial and commercial enterprises (employers)
· Volga regional association of telecommunications and IT engineers TELEINFO
· Union of industrialists and entrepreneurs of the Ivanovo region (Ivanovo regional division of the Russian Union of Industrialists and Entrepreneurs (Employers)
· Association of operators of federal NMT-450 cellular network
· Union of manufacturers and customers of telecommunications equipment
Additionally, the Corporate Governance Committee confirmed that it is necessary to terminate JSC CenterTelecom participation in the listed not-for-profit organizations. 

Thus, in order to terminate JSC CenterTelecom participation in the listed not-for-profit organizations it is required that the general meeting of shareholders pass a resolution to terminate JSC CenterTelecom participation in the following not-for-profit organizations:

· Association of joint-stock telecommunications companies of the Central Russia

· Association of Paging Operators
· Association of operators of CDMA networks
· International association MART
· Association of operators of federal business service ISKRA
· Bryansk regional association of industrial and commercial enterprises (employers)
· Volga regional association of telecommunications and IT engineers TELEINFO
· Union of industrialists and entrepreneurs of the Ivanovo region (Ivanovo regional division of the Russian Union of Industrialists and Entrepreneurs (Employers)
· Association of operators of federal NMT-450 cellular network
· Union of manufacturers and customers of telecommunications equipment
