



To agenda item 1

Opinion of the Audit Committee of the Board of Directors of JSC CenterTelecom on the independent auditor’s (ZAO Ernst&Young Vneshaudit) report on the financial statements for 2004:

1. The Audit Committee according to the regulations on the Committee and acting on instructions of the Company’s Board of Directors ensured constant monitoring of the schedule of conducting the audit and informed the Board of Directors in the course of the audit in order to timely identify and prevent from occurring problems in the relationship between the parties to the audit process: ZAO Ernst&Young Vneshaudit (the “Auditor”), Rosexpertiza LLC (the “Consultant”) and JSC CenterTelecom (the “Company”) and undertake relevant measures.

2. Having reviewed the auditor’s report complied by the Company’s auditor ZAO Ernst&Young Vneshaudit on the financial statements of JSC CenterTelecom for 2004 the Audit Committee points out that:

· the audit was conducted in accordance with terms and conditions of contracts concluded by and between parties to the audit process: ZAO Ernst&Young Vneshaudit (the “Auditor”), Rosexpertiza LLC (the “Consultant”) and JSC CenterTelecom (the “Company”) in compliance with the defined schedule and procedures of the audit;

· the Auditor fulfilled all obligations under the terms and conditions of the concluded contract for provision of auditing services according to the Russian Accounting Standards (RAS) on results of the Company operations in 2004;

· in the course of work members of the Audit Committee timely received from the Company’s auditor all necessary information, clarifications and answers to raised questions;

· auditors timely advised the Audit Committee of their opinion on the issue of appearance of risks related to the Company activities;

· auditor on a regular basis exercised monitoring of application and making changes in the guidelines of bookkeeping and tax accounting in the Company.

3. Taking into account the auditor’s report is conditionally positive with some reservations, the Committee believe that accepting the existing theoretical grounds for application by the Auditor of the classification of the debt with respect to series 03 bonds qualifying it as a short-term liability, and at the same time based on the evolved practice of reflecting such liabilities in the accounts (including the fact that the auditor’s report according to RAS for 2003 did not contain any qualifications and notes regarding reflection of the debt with respect of the series 03 bonds), and given the practice of implementation of previous repurchase offers and placement again of the repurchased under the offer bonds, the debt was justifiable classified by the Company as a long-term liability. 

G. Finger, a member of the Audit Committee, however believes that the classification of this debt by the Auditor as a short-term liability, in keeping with the auditor’s, report is reasonable.

4. In order to provide shareholders with objective information about financial statements of the Company we recommend attaching this opinion of the Committee to the auditor’s report and inclusion of the opinion in the list of materials submitted to the annual general meeting of shareholders.

A. Gribov

Chairman of the Audit Committee

