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I. ADDRESS OF THE GENERAL MANAGER
Dear Shareholders,

on behalf of the Open Joint-Stock Company North-West Telecom, I am pleased to present you the Annual Report showing the main achievements of the Company in the year 2006. 

2006 was a year of great changes and historicallay important projects. The business of N.W.Telecom, and of other Russian interregional communication companies was notably affected by the changes in the regulatory framework regulating the telecommunication industry, i.e. liberalization of the telecommunication market, introduction of the CPP (Calling Party Pays) principle, and new rules for settlements with operators. Rather important was the Company’s involvement in the implementation of the national project “Education” and provision of universal communication services.
Although the actions related to the legal changes in the industry regulation had to be implemented without any delay, 2006 was a successful year for N.W.Telecom and its shareholders. We managed to fully make up for the “lost profits” from international and long-distance service, and to achieve a positive trend of proceeds as compared to 2005 by the end of the year. Strict control of the costs, and efficient implementation of the marketing strategy enabled the Company to improve the business efficiency and to ensure considerable growth of its net profit. 
As a result, N.W.Telecom achieved all the budget targets by the year’s results.  The 2006 proceeds increased to RUR 20.5 billion in absolute terms. The expenses were cut by 6.5%. The strict cost control and efficient achievement of N.W.Telecom’s marketing targets enabled a 31.6% growth of the net profit, which made RUR 2.4 billion. Such efficiency indicator as EBITDA increased by 22.9% against the previous year, to make RUR 6.7 billion, while the EBITDA margin reached 32.7% exceeding the 2005 value by 5.9 pcts.  
To a large extent, we managed to compensate for the “dropped profit” due to the growing proceeds from new services.  Compared to the year 2005, its growth rates nearly doubled, and as a result, the new service earnings proportion made almost 9% of the Company’s total proceeds. The earnings from these services were over RUR 1.8 billion in 2006, which is 83.8% higher than in 2005.

It should be noted that implementation of new rules of provision of telecommunication services and new connection and traffic passage policies also entailed extra costs. N.W.Telecom's proceeds from the intrazone communication services increased by 48.9% in 2006, i.e. to RUR 1.77 billion, and the connection and traffic passage services earned RUR 3.6 billion for the Company, which is nearly thrice as much as in 2005.
The investments of N.W.Telecom amounted to RUR 5 billion in 2006. In 2006, we commissioned 117,200 DSL ports, 83,650 telephone numbers, and 1,571 km of fiber optic communication lines in the North-Western Federal District. The network’s digitization level reached 56.6%. I should mention as a major achievement of the year 2006 that the queue for telephone installation in our coverage area was reduced from 109,300 to 58.700 applications (new-filed application included), with the proportion of unsatisified application decreasing to 1.2%. 
Among the important infrastructure projects of N.W.Telecom that have been purposefully implemented over several years is the building of our own fiber optic transport network. In 2006, the construction of fiber optic communication lines along the Vologda-Veliky Ustyug and Syktyvkar-Vizinga-Shiroky Priluk, of the total length of over 1,000 km, was completed. As a result, an up-to-date communication line was provided for several district centers of Vologda Oblast and large cities such as Vologda, Syktyvkar, Ukhta, and Pechora. Fiber optic communication lines were extended to the cities of Kotlas, Vyborg, Olonets, and Chudovo. By now, the N.W.Telecomtransport network covers about 70% of distruct centers in the NWFD. The network generates the engineering basis for a unified multiservice network of N.W.Telecom on the interregional level, which inits turn enables providing a broad range of services (ADSL, VPN, etc.) and content (file exchange, game services, access to databases, remote education etc.)
Another large-scale project of N.W.Telecom of the reporting year was development and launching to the mass market of broadband Internet access services by the ADSL technology, under the Avangard trademark. In February 2006, this service became accessible to N.W.Telecom subscribers in St. Petersburg, and during the year, its provision started actually all over the North-Western Federal District. As of the beginning of 2007, over 90,000 users were connected to Avangard; of these, over 50,000 in St. Petersburg. According to expert estimates, N.W.Telecom operates about 30.6% of the dedicated Internet access market in St. Petersburg. 
Enhancing its activity in the small- and medium size business segment, N.W.Telecom developed and presented in 2006 package offers for corporate customers under the Alliance PRO trademark, comprising a set of telephone communication and high-speed broadband Internet access services, interconnection of remote offices’ telephone and local networks with connection to the public access telephone network and the Internet, unified telephone numbering provided in all offices of a company, and establishment of a single service management center. These products meet the demands of different user groups, and involve sophisticated solutions. 
Among the Company’s plans are further improvement of the existing services and development of new services of enhanced attractiveness.  In 2007, interactive IP-television services under the Avangard TV trademark will be accessible to the Company’s subscribers in St. Petersburg and Novgorod. The geography of Avangard, Alliance PRO, and extra services provided in the NWFD will continue to expand.
Speaking of the main events of 2006, I should dwell on two socially important projects that N.W.Telecom started to implement in 2006.

Complying with the requirements of the Federal Law on Communications, and possessing the necessary engineering potential, the Company participated and won in the tenders for provision of universal communication services with the use of payphones in the NWFD, namely in Archangel Oblast, Kaliningrad Oblast, Vologda Oblast, Nenets Autonomous District, and the Republic of Komi. In the first two regions, N.W.Telecom already started providing the universal service in 2006. In general, by the results of the 2006 tenders, N.W.Telecom is to install over 7,000 universal service payphones.
Within the framework of the priority national project “Education”, N.W.Telecom, acting as contractor of OJSC RTComm.RU, connected 1651 educational institutions to the Internet in 2006, of which 77 are in St. Petersburg. The Company arranged virtual communication channels from the education institutions to regional access centers of RTComm.RU, provided round-the-clock availability and maintenance of these channels, and installed and pre-adjusted the terminal equipment in the schools.
Another event of 2006 that was important for the Company and significant for the Region was completion, ahead of schedule, of the “Program of Telecommunication Services Supply to St. Petersburg Residents for the years 2005-2007”; as a result, we have put an end to the many-year queue for telephone installation in the city. In all, over 122,000 applications for telephone installation were satisified during the program implementation. The queue, which was 56,800 applications as of January 1, 2005, was reduced to 19,300 as of January 1, 2006, and dropped to 5,600 applications as of January 1, 2007. Applications for telephone installation will now be satisfied within 6 months from their filing date. In the course of implementaiotn of the Program, the Company has digitized all decadic/step-by-step exchanges of St. Petersburg and several crossbar offices of the city. In addition to the new-installed telephone number capacity, about 200,000 analog numbers were replaced with digital numbers within the Program’s framework in 2005-2006. The total investment from the Company’s budget for the Program implementation exceeded 4 billion roubles.
A significant event for the Company in 2006 was approval by the Board of Directors of the “Forecast of the Development of OJSC N.W.Telecom for 2007-2012” and “Financial Strategy of OJSC N.W.Telecom for 2007-2009”, which determine the main lines of the Company’s long-term activities. They mean a quantum leap in the implementation of the further development strategy and a next step in achieving the company’s long-term investment attractiveness.
The improved efficiency of our business and the cost cutting program were positively appraised by market players, and enabled N.W.Telecom to borrow funds on friendlier market terms.  
In December 2006 we successfully floated the 4th bonded debt of N.W.Telecom to the amount of RUR 2 billion. The attractive parameters of the loan, and active demand by investors highly appreciating the financial stability of N.W.Telecom and iits informational transparency permitted us to place the bonds on rather favorable terms. The interest rate of the 1st coupon was 8.1% per annum, which corresponded to the middle of the floating target range.  Furthermore, about 30% of the issue were bought by foreign investors. 
As a medium-term prospect for providing financial resources for the Company, we will continue the policy of lower costs and longer periods of borrowing, paying special attention to improvement of the financial risk control system and diversification of funding sources.  Among the potential funding instruments are floating of ruble bonds, international syndicated credits, and CLN.

Great efforts were made to increase the informational openness and transparency of the Company, and to improve the corporate governance quality and trust by the investor community. These efforts were duly appreciated by leading international rating agencies.

Today, N.W.Telecom enjoys the following solvency ratings by two influential rating agencies: long-term credit score assigned by the rating agency Standard & Poor’s at the level of “BB-”, forecast: “Stable”; priority unsecured foreign currency rating assigned by the rating agency Fitch Ratings at the level of “B+”, forecast: “Stable”. 
Traditionally, N.W.Telecom has been making great efforts to improve the corporate governance quality and trust by investors. For more responsive interaction between the Company and its shareholders, the office of Corporate Secrertary was instituted in 2006 as a most important component to ensure efficient activity of the Board of Directors, and its transparency for shareholders and investors.

A proof of the successful work for corporate governance and higher informational transparency is the corporate governance score of “5,6” of Standard & Poor’s assigned to N.W.Telecom. As of this day, this is the highest corporate governance score of all interregional communication companies. 

By the results of 2006, the capitalization of N.W.Telecom grew by nearly 70% and exceeded the mark of $ 1.5 billion. 

The Open Joint-Stock Company North-West Telecom is a company that fulfills the obligations it undertakes. Acting within the strict legal framework, we consider interests of our shareholders, implement the highest demands of our customers, and handle the social challenges set by the State and society.  In 2007, we will be improving our efficiency, striving for a higher value of the Company.
General Manager

of OJSC N.W.Telecom                                                                                      Vladimir Akulich
II. REPORT OF THE BOARD OF DIRECTORS
2.1. Activities of the Board of Directors in 2006:

The current Board of Directors of the Company was elected on 30th June 2006. 
In 2006 the Board of Directors of the Company held 36 meetings, including 7 meetings with attending members and 29 meetings by correspondence.

In 2006 the Board of Directors approved and accepted the strategy and development programmes of the Company for the medium-term and long-term period:

· Updates of the Company's budget for 2006;

· Company budget forecast for 2007-2010;

· Investment programme of the Company for 2007;

· The Company's budget for 2007;
· The Company’s corporate property development strategy; 

· The Company’s Financial Strategy, Financial Plan for 2007, and Financial Plan for 2007-2009.

The Board of Directors regularly considered reports on the work of the Management Board of the Company in the following areas:
· Quarterly achievement of the key figures of the Company's budget;

· On the progress of the Corporate (VIP) Customer Service Program in N.W.Telecom in 2005,

· On the status of dealing with accounts receivable and on the ways of reducing them;

· On the progress of “The Company’s Marketing Strategy for 2005-2006” in 2005;

· On the progress of the Company’s Affiliate Business Restructuring Model; 
· On the progress of implementation of the Company's Capitalization Increase Concept for 2005-2007 in the 2nd half of 2005 and the 1st half of 2006;

· On the functioning of the Company’s Internal Audit Department;

· On fulfilment of earlier adopted decisions of the Board of Directors and the General Meeting of the Shareholders.
In accordance with the decision of the Board of Directors on interests inCJSC P.T.T., the 100% shareholding of CJSC P.T.T. was purchased as being strategically important for the Company’s development.

The Board of Directors decided to institute an office of Corporate Secretary of the Company. On the basis of the decision, a Corporate Secretary was appointed and the Corporate Secretary’s staff was selected.

For the first time, the Board of Directors initiated tendering procedures to select an independent auditor for mandatory auditing of the Company’s accounting and reporting. The Tendering Provisions were approved, and a Tendering Board to arrange an open tender was elected.
As part of the improvement of the internal control and risk management procedures, the Board of Directors approved the Provisions on Integrated Auditing of an N.W.Telecom Structural Unit, Provisions on Finance and Business Auditing of an N.W.Telecom Structural Unit, and Provisions on Risk Management in OJSC N.W.Telecom.

The Board of Directors reviewed issues related to implementation of the Company’s Affiliate Business Restructuring Model (withdrawal of the interest, increase of the interest in affiliate or subsidiary companies, etc.), and agenda items of general meeting of shareholders of affiliate or subsidiary companies. 

As part of te Company’s actions to cut the costs and to extend the periods of borrowings, and to diversify the funding sources, the Board of Directors decided to issue a fourth bonded debt.

Within its frame of reference, the Board of Directors made decisions on approval of transactions involving purchase, alienation, or alienability by the Company of property of a value of 0.75% to 25% of the book value of the Company’s assets, and related party transactions. 

Performance evaluation of the NWT Board of Directors

Following the best corporate management practices and provisions of the NWT Corporate Management Code, the Board of Directors of the Company has for the first time carried out the performance evaluation of the Board of Directors as the collective management body. For this purpose, all members completed a questionnaire reflecting the following functions of the Board of Directors:

· role of the Board of Directors in the strategic management of the Company;

· relations with the shareholders, government bodies, regulatory authorities and investors;

· interaction between the Board of Directors and the top management of the Company;

· activity of the Board of Directors (composition and structure);

· work organization of the Board of Directors.

As the result of evaluation, areas in need of improvement in the next year were identified. Among other things, the Board of Directors will focus on the development of the corporate strategy and key efficiency data, improvement in development plans and management continuity, balance within the Board of Directors and its work organization.

The Board of Directors considered the report on the Board of Directors evaluation. Taking into consideration the need to continuously improve the efficiency of the Board of Directors, it was decided to develop an action plan to improve the performance of the Board of Directors in the next year, as well as to evaluate the Board of Directors on the annual basis and reflect the evaluation summary in the annual report of the Company.

2.2. Activities of the Committees of the Board of Directors in 2006

The following Committees of the Board of Directors were formed by the decision of the Board of Directors of 30th June 2006 (Minutes of the Meeting No. 19-01/21(06)) and are operating:

1) Strategic Development Committee,
2) Audit Committee,
3) Corporate Governance Committee
4) Appointments and Remuneration Committee.
The activities of the Committees are regulated by the Provisions on the Committees of the Board of Directors approved on August 23, 2004.

The basic purpose of creating the Committees is to improve the work efficiency and quality of the Board of Directors through preliminary consideration of certain issues included in the terms of reference of the Board of Directors and preparation of recommendations to the Board of Directors on the issues of the Committees' terms of reference. 
Based on the decision of the Board of Directors of 27th July 2006 (Minutes No.19-01/22(06)), the Committees of the Board of Directors were formed of the following members: 
Strategic Development Committee: 
	Chairperson:

	A.A. Gogol
	Rector, Prof. M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunications, a Member of the Board of Directors

	Members of the Committee:

	V.A. Akulich
	General Manager, OJSC N.W.Telecom, a Member of the Board of Directors

	K.V. Belyayev
	Deputy General Manager, OJSC Svyazinvest, a Member of the Board of Directors

	D.V.Levkovsky 
	Advisor, NCH Advisors Inc. Company, a member of the Board of Directors

	L.S. Timoshenko
	Director, Department of State Policy in the Field of Financial and Investment Operation, Ministry of Information Technologies and Communication of Russia


Audit Committee:

	Chairperson:

	I.I. Rodionov
	Professor, Corporate Economics and Finance Chair, the State University “Higher School of Economics”, a Member of the Board of Directors

	Members of the Committee:

	D.V.Levkovsky 
	Advisor, NCH Advisors Inc. Company, a member of the Board of Directors

	K.V. Belyayev
	Deputy General Manager, OJSC Svyazinvest, a Member of the Board of Directors


Corporate Governance Committee:

	Chairperson: 

	I.M. Ragozina        
	Advisor of General Manager, OJSC Svyazinvest, a Member of the Board of Directors

	Members of the Committee:

	A.V. Ikonnikov
	Chairperson, Supervisory Board of the Association of Independent Directors, a Member of the Board of Directors 

	N.G. Bredkov            
	Corporate Secretary, OJSC N.W.Telecom


Appointments and Remuneration Committee:

	Chairperson:    

	A.V. Ikonnikov           
	Chairperson, Supervisory Board of the Association of Independent Directors, a Member of the Board of Directors 

	Members of the Committee:

	A.A. Gogol
	Rector, Prof. M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunications, a Member of the Board of Directors

	I.I. Rodionov
	Professor, Corporate Economics and Finance Chair, the State University “Higher School of Economics”, a Member of the Board of Directors


Activities of the Strategic Development Committee in 2006:

In 2006 the Committee held 23 meetings. 58 issues were considered.
The Committee’s activities in 2006 were aimed at higher efficiency and quality of the Board of Directors’s strategic management of the company. 

Basic issues of the Committee's terms of reference, on which recommendations to the Board of Directors have been given: 
· On approvement of the investment priorities of the Company for the year 2007;

· On the Company’s corporate property development strategy; 

· On the Company's budget performance in the year 2005;

· Quarterly reports on fulfillment of the Company’s budget targets in 2006;

· On updates of the Company's budget for 2006;

· On the Company's budget forecast for 2007-2010;

· On the Company’s Financial Strategy, Financial Plan for 2007, and Financial Plan for 2007-2009;

· On approvement of the investment plan of the Company for the year 2007;

· On the progress of the Company’s Affiliate Business Restructuring Model;

· The issues in the framework of implementing the Company's Subsidiary Business Reorganization (termination of participation, increasing the stake held in subsidiary or affiliate companies, etc.), as well as issues of general meetings of the shareholders/participants of subsidiary or affiliate companies.

· On approval of the Company's budget for the year 2007;

· Besides, the following issues were considered:

· On the progress in attracting long-term funding sources for the Company in 2006;

· On approval of the N.W.Telecom Foreign Currency Borrowing Policy.  
Activities of the Audit Committee in 2006:

In 2006 the Committee held 23 meetings. 52 issues were considered.
The Committee’s activity in 2006 was aimed at higher efficiency and quality of actions of the Board of Directors to ensure open communication with the independent auditor, AuditingCommission, Internal Audit Department, and at improvements in the Company’s internal control and risk management procedures. 

Basic issues of the Committee's terms of reference, on which recommendations to the Board of Directors have been given:  
· On terms and conditions of the contract of audit; 

· On the nominee for the Company's Auditor for the year 2006;

· On the draft auditor's opinion for the year 2005;

· On the draft auditor's opinion and draft Confidential Report of the Independent Auditor to the management of OJSC N.W.Telecom based on the results of the audit for 2005; 
· On the draft Confidential Report of the Auditor to the management of OJSC N.W.Telecom based on the results of the audit of the financial accounts and reports according to IFRS for 2005;

· On the issues of interaction with the Auditing Commission – a draft conclusion of the Auditing Commission on the results of checking the financial and business activities of the Company was considered.

Based on the review of the Company’s financial accounts and reports, the following recommendations were given to the Board of Directors:

· On proposals to revise the accounting policy and business and tax accounting procedures in the Company for 2006;

· On the draft Annual Report of OJSC N.W.Telecom for 2005 as regards the business reporting and planned profit distribution.

Concerning interaction with the Internal Audit Department, the following recommendations were given to the Board of Directors:  
· On amendments to the Provisions on the Internal Control Procedures (System) of CJSC N.W.Telecom;
· On approval of the Provisions on Integrated Auditing of an N.W.Telecom Structural Unit;

· On approval of the Provisions on Auditing of Financial and Business Activities of an N.W.Telecom Structural Unit.
The Committee had meetings with the Company’s Independent Auditor to discuss: 
· the results of the first stage of the auditor’s work in the Company, ways to correct drawbacks in the procedures and risk management revealed in the audit, and proposals ro revise the Company’s accounting policy to international standards, and necessity of such revision;

· the auditors’ report on their analysis of the method used in independent valuation of the market value of the Company’s asset, namely,  15% interest in the equity of  OJSC Telecominvest, and recommendations for its recording in the accounts;

· the results of the RAS audit in 2005.

The Committee had meetings with the internal audit service to discuss improvements in the service operating procedures, its work plan for 2006-2007, and results of its work in 2006.

The Committee reviewed proposals of the Management Board to improve the internal control system. 
The Committee offered a practice of recording of affiliation of members of the Board of Dirctors, Management Board, top managers (by questionnairing them about their income and their extent of affiliation with the Company, with the questionnaire results results regularly submitted to the Company’s independent auditor).

Activities of the Corporate Governance Committee in 2006:

In 2006 the Committee held 18 meetings. 35 issues were considered.
The Committee’s activities in 2006 were aimed at higher efficiency and quality of actions of the Board of Directors to improve the Company’s corporate governance, and to implement recommendations and standards of the best corporate governance practice. 

Basic issues of the Committee's terms of reference, on which recommendations to the Board of Directors have been given: 

· On restructuring of the corporate governance service, institution of an office of Corporate Secretary, and establishment of an N.W.Telecom Corporate Secretary Staff;

· Review of new editions of the Provisions on N.W.Telecom subsidiaries;

· On the progress of implementation of the Company's Capitalization Increase Concept for 2005-2007 in the 1st half of 2006;

· Review of the Provisions on Risk Management of OJSC N.W.Telecom;

· Review of the new edition of the Karelian Subsidiary of OJSC N.W.Telecom;

· On participation of N.W.Telecom in the nonprofit partnership “Association of Investor Relations Specialists” by joining it as a member;

· On revisions of, and amendments to the Charter and other internal documents of the Company to be approved by the General Meeting of the Shareholders and by the Board of Directors of the Company: The Committee reviewed draft Charter of the Company, draft Provisions on the Board of Directors of the Company, draft new edition of the Provision on the Auditing Commission of the Company, and proposals regarding revisions of, and amendments to the Provisions on the General Meetings of the Shareholders of the Company. 

On issues related to convoking, preparing and holding annual and extraordinary general meetings of the shareholders taking into account the use of the Company's best practices of corporate governance the following items were considered:
· Agenda of the Annual General Meeting of the Shareholders and other matters related to preparation and conduct of the Annual General Meeting of the Shareholders of the Company;

· Draft annual report of the Company for the year 2005;

· Convening of an extraordinary general meeting of the shareholders, approval of the agenda of the extraordinary general meeting of the shareholders, defining the deadline for the issue of the list of persons entitled to attend the extraordinary general meeting of the shareholders, and review of other matters related to preparation and conduct of the extraordinary general meeting of the shareholders;

Changes in the organizational structure of the Company, and decisions to be made on the agenda items of general meetings of affiliates where N.W.Telecom is the sole shareholder.

Besides, the following issues were considered:

· On fulfillment of the schedules of implementation of the N.W.Telecom Capitalization Increase Concept for 2005-2007;

· On the progress of implementation of the resolution of the Annual General Meeting of the Shareholders to pay the dividend for the year 2005;

· Review of the evaluation of the N.W.Telecom corporate governance score for 2006 by Standard & Poor’s;

· On the principles of functioning of the Company’s Board of Directors (the item was reviewed jointly with the Appointments and Remuneration Committee).

Activities of the Appointments and Remuneration Committee in 2006:

In 2006 the Committee held 22 meetings. 42 issues were considered.
The Committee’s activities in 2006 were aimed at higher efficiency and quality of decisions of the Board of Directors on inviting high-class specialists to key manager positions, and on creation of an efficient system of incentives for the top management  and members of the Board of Directors of the Company. 
Basic issues of the Committee's terms of reference, on which recommendations to the Board of Directors have been given:  
· On paying quarterly bonuses to the General Manager of OJSC N.W.Telecom in 2006; 
· On paying a bonus to the General Manager for fulfilling the Additional Assignment for the year 2005;

· On paying quarterly remuneration to the members of the Management Board of OJSC N.W.Telecom in 2006;

· Review of the nominee for the Corporate Secretary of the Company and terms of the labor contract with the Secretary;

· On paying quarterly bonuses to the Corporate Secretary of OJSC N.W.Telecom in 2006; 
· On approval of part-time occupation of the General Manager of OJSC N.W.Telecom and members of the Management Board of OJSC N.W.Telecom in positions in the controling bodies of companies where N.W.telecom has an interest;

· On revisions of, and amendments to the Provisions on the Appointments and Remuneration Committee;

· Amendments to the namelist of the Company's Management Board; 

· On the amount of the annual fee to members of the Board of Directors;

· On the terms of supplementary agreements to the labor contracts with Regional Directors/Directors of N.W.Telecom Subsidiaries;

· On the procedure of fixing a remuneration to members of the Boards of Directors and Auditing Commissions (Auditors) of companies where N.W.Telecom is the sole shareholder;

· On appointment of a General Manager of the Company, definition of his/her term of authority, and approval of the terms of the labor contract to be signed with the General Manager;

· On approval of the Additional Assignment to the General Manager of OJSC N.W.Telecom for 2006. 
At its sessions, the Committee reviewed information on the size of remuneration and compensations to be paid by the Company to members of the Management Board, Corporate Secretary, and Manager of the Internal Audit Department. 
For the first time, the Appointments and Remuneration Committee, jointly with the Corporate Governance Committee, developed proposals for evaluation of the Company’s Board of Directors. 

III. KEY CORPORATE EVENTS OF THE YEAR 2006

January

10th January

OJSC N.W.Telecom paid the 9th coupon yield under the second issue bonds

11th January

OJSC N.W.Telecom terminated participation in two subsidiaries: LLC Kabelvideo and LLC Pagetelecom
19th January

N.W.Telecom successfully completed its project of building a data processing center, a key component of the software/hardware architecture required to deploy and operate an ERP system based on Oracle e-Business Suite (OeBS)

26th January

The results of implementation of the “Program of Telecommunication Services Supply to St. Petersburg Residents for the Years 2005-2007” in 2005 were summed up 
February

14th February

Within the framework of the 13th NORWECOM international exhibition of communication and telecommunication systems, N.W.Telecom launched an ADSL-based broadband Internet access service to the St. Petersburg market under a new trademark of Avangard.

March

1st March

OJSC N.W.Telecom took part in the regional meeting of communication operators named “First Results of Application of New Regulatory Documents Adopted for Enforcement of the Federal Law on Communications”

2nd March
OJSC N.W.Telecom paid the 4th coupon yield under the third issue bonds

23rd March

The A-Level national corporate governance score of N.W.Telecom according to RID-Expert RA (Russian Institute of Directors + Expert RA Agency) was confirmed.

24th March

The Ministry of Information Technologies of Russia, Federal Communication Agency, Ministry of Economic Development of Russia, and the Expert Agency of the RF President named OJSC N.W.Telecom as the winner of the open tender for provision of universal communication services in Archangel and Kaliningrad Oblast.

April

1st April

OJSC N.W.Telecom renamed it sregional subsidiaries bringing their names to one uniried format.

3rd April

The results of the financial and economic activities of OJSC N.W.Telecom for the year 2005 according to the Russian Accounting Standards were summed up.
5th April

OJSC N.W.Telecom paid the 10th coupon yield under the second issue bonds

May

2nd May

V. A. Akulich, General Manager of OJSC N.W.Telecom, won the Radiomania 2006 National Prize. 

3rd May

OJSC N.W.Telecom summed up the results of its activities for the 1st quarter of 2006 according to the Russian Accounting Standards.
11th May

The N.W.Telecom shares were included on the A List, Level 1, of the MICEX stock exchange. 

22nd May

The Board of Directors of OJSC N.W.Telecom defined the amount of dividend for the year 2005

25th May

OJSC N.W.Telecom recognized as the “Best Issuer” by the results of the Stock Market Elite 2005 Competition sponsored by NAUFOR.

June

1st June

OJSC N.W.Telecom paid the 5th coupon yield under the third issue bonds

21st June

The Fitch Ratings international rating agency assigned “A (rus) score, forecast: Stable, to OJSC N.W.Telecom

30th June

The Annual General Meeting of the Shareholders of OJSC N.W.Telecom was held and approved the results of the Company's operation for the year 2005.
July

5th July

OJSC N.W.Telecom paid the 11th coupon yield under the second issue bonds

7th July
The second and third issue bonds of OJSC N.W.Telecom were admitted for trading at the Russian Trading System Non-Profit Partnership.

13th July

The results of the Company's operation for the year 2005 according to the International Accounting Standards (IAS) were published.   

31st July

The results of the financial and business activities of OJSC N.W.Telecom for the 1st half of 2006 according to the Russian Accounting Standards were summed up.
August

8th August

N.W.Telecom started providing the universal service using payphones in Archangel Oblast.

10th August

The Fitch Ratings international rating agency confirmed the long-term credit score of OJSC N.W.Telecom at the level of “B+”, forecast: “Stable”.
14th August

The Fitch Ratings international rating agency confirmed the “A (rus)” score, forecast: Stable, assigned to OJSC N.W.Telecom

23rd August

The Board of Directors extended the authority of V. A. Akulich as General Manager of OJSC N.W.Telecom for two years till August 23, 2008 inclusive. 

31st August

OJSC N.W.Telecom paid the 6th coupon yield under the third issue bonds

September

20th September

OJSC N.W.Telecom summed up the results of its financial and business activity in the 1st half of 2006 according to IAS.

20th September

The Board of Directors of OJSC N.W.Telecom decided on floatation of the fourth issue bonds

27th September

The Standard & Poor’s international rating agency raised the long-term credit score of OJSC N.W.Telecom by the national scale from “B+” to “BB-”, forecast: “Stable”. Simultaneously, Standard & Poor’s raised the long-term credit score of OJSC N.W.Telecom by the Russian scale from “ruA+” to “ruAA-”.
October

4th October

OJSC N.W.Telecom paid the 12th coupon yield under the second issue bonds

4th October
OJSC N.W.Telecom repaid 30% of the face value of the second bonded loan.

5th October

OJSC N.W.Telecom completed the construction of the Vologda-Kotlas-Syktyvkar fiber optic communication line needed to build a unified interregional multiservice network (MSN) of N.W.Telecom connecting the central MSN terminal in St. Petersburg to regional MSN terminals in all oblast centers of the North-West. 

10th October

N.W.Telecom managers were listed by the Russian Managers TOP 1000 rating of the Managers' Association.

18th October

N.W.Telecom took part in the 6th Russia’s Infocommunications – 21st Century (InfoCom 2006) international forum exhibition.

20th October

N.W.Telecom started providing the universal service using payphones in Kaliningrad Oblast.

24th October

The Auditor LLC Ernst and Young issued to N.W.Telecom its positive auditor’s opinion for the year 2005 according to IAS.

31st October

OJSC N.W.Telecom summed up the results of its financial and economic activities for the 9 months of the year 2006 according to the Russian Accounting Standards.
31st October

The fourth bonded debt of N.W.Telecom to the total amount of RUR 2 billion was registered.

November

2nd November

The Standard & Poor’s international rating agency raised the corporate governance score of N.W.Telecom from CGS 5,4 to CGS 5,6 by the Russian scale. Simultaneously, Standard & Poor’s raised the score of N.W.Telecom from 5 to 5+ by the international scale.

3rd November

The Board of Directors of N.W.Telecom decided to buy 100% of the shares of CJSC Peterburg Transit Telecom (CJSC P.T.T.), St. Petersburg’s largest alternative operator in the “operators’ operator” service segment of the market.

3rd November

The Board of Directors of N.W.Telecom approved the transaction of purchase of a 60% interest in CJSC St. Petersburg Information Company (CJSC SPiK), one of the largest operators providing services of a full-functional Call Center in the North-West of the RF. 

13th November

The Standard & Poor’s international rating agency raised the informational transparency index of N.W.Telecom to the level of 72%, with N.W.Telecom becoming the eighth among the 70 Russian companies listed by the MICEX stock exchange.

14th November

The RF Federal Tariff Service set new limit tariffs for local and intrazone telephone communication services for all subsidiaries of N.W.Telecom.

30th November

OJSC N.W.Telecom paid the 7th coupon yield under the third issue bonds.

OJSC N.W.Telecom was declared the winner of the 9th annual contest of annual reports and corporate websites sponsored by the MICEX stock exchange and the Securities Market magazine, in the nomination “Best Disclosure Level of Information for Investors on the Issuer’s Website”.

December

4th December

The Board of Directors of OJSC N.W.Telecom established the floatation starting date for the 4th issue interest bearing documentary bonds payable to bearer

7th December

The Fitch Ratings international rating agency assigned the “A (rus)” level long-term credit score by thenational scale to the fourth bonded debt of N.W.Telecom

7th December

OJSC N.W.Telecom was declared the winner in the nomination “Most Transparent Issuers on the Bond Market in 2006” of the Russian Bond Congress.

14th December

N.W.Telecom bonds of the fourth issue were floated in full (RUR 2 billion) at the MICEX stock exchange.

15th December

N.W.Telecom successfully completed dividend payment by the results of the year 2005.

18th December

The extraordinary general meeting of the N.W.Telecom shareholders approved the transaction of purchase of the 100% interest in CJSC P.T.T.

20th December

N.W.Telecom completed the construction of the St. Petersburg-Primorsk-Vyborg section of the fiber optic communication line in Leningrad Oblast.

21st December

N.W.Telecom won the tenders for provision of universal communication services using payphones in the Republic of Komi, Nenets Autonomous District, and Vologda Oblast.

26th December

Vladimir Akulich, General Manager of N.W.Telecom, was awarded the “For Contribution to Society Informatization” commemorative medal of the Government of St. Petersburg.

28th December

The honorary title “Russian Federation Top Manager 2006” was conferred on the General Manager of N.W.Telecom.

IV. POSITION OF THE COMPANY IN THE INDUSTRY  

4.1. General Assessment of the Development of the North-Western Federal District (NWFD)

In 2006, St. Petersburg retained a positive trend of the key indicators of economic and social development.

In 2006, the turnover of the city’s companies and organizations increased by 26.5% in applicable prices, to make RUR 2,066.9 billion.

St. Petersburg’s foreign trade turnover reached US$ 19.8 billion in 2006, a 41.7% increase compared to 2005; of which, the exports amounted to US$ 6.9 billion (a growth of 41.5%).

In 2006, the investments in fixed assets amounted to RUR 178.0 billion, thus increasing by 4.5% against the similar period of the previous year in comparable prices.

By the results of 2006, the foreign investments in the non-financial sector of St. Petersburg’s economy grew by the factor of 3.7 to make US$ 5.3 billion.

The average nominal wage was RUR 12,979 in 2006. The actual payroll wages calculated allowing for the consumer prices index was 114.9% of the 2005 figure.

The rapidly growing takehome pays, and the stable growth of the residents’ real income promoted an increase in the retail turnover. In 2006, the retail turnover grew by 14.5% to make RUR 346.2 billion. Typical for the consumer market of St. Petersburg in 2006 were a high level of business activity, favorable investment environment, and developed infrastructure. 

By the results of 2006, the budget of St. Petersburg received RUR 215,219.9 million, or 116.4% of the updated annual budget target. The growth of St. Petersburg’s budget receipts was 53.3% compared to 2005. By the results of 2006, among the principal tax sources of St. Petersburg’s budget receipts were: corporate profit tax (32.1% in the total receipts), individuals income tax (24.0%), property taxes (7.0%), and excise taxes (4.6%). 
4.2. N.W.Telecom's Position on the Telecommunications Market of the Russian Federation and North-Western Federal District

According to analysts
, the Russian communication services market was estimated at RUR 768.5 billion in 2006. The proportion of the NWFD in the receipts from communication services for Russia in general was 12.9% (RUR 99.1 billion), of which, the proportion of N.W.Telecom in the industry’s receipts for Russia in general was 2.7% (RUR 20.5 billion).
Fig. 1. NWFD proportion in the receipts from communication services 

[image: image2]
Compared to 2005, the NWFD proportion in the Russian market's receipts grew by 1%, while the proportion of N.W.Telecom on the contrary dropped by 0.3% due to the loss of earnings from provision of national/international communication services. 
The NWFD market size was RUR 99.1 billion in 2006. A large part (48.8%) of the market is controlled by mobile cellular communication operators.

The proportion of N.W.Telecom on the NWFD telecommunication market was on the whole 20.7% (RUR 20.5 billion), while on the fixed communications market, the proportion of N.W.Telecom is 40.5%. 
Fig. 2. NWFD communication market structure, 2006
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4.3.  N.W.Telecom positions on the reginal market in terms of the core services

Table 1. N.W.Telecom proportion iin terms of fixed communication services

	services
	ОJSC N.W.Telecom

	Local communications
	72.8%

	Fixed intrazone communications
	90.0%

	Dial-up access to the Internet
	44.4%

	Broadband access to the Internet
	28.2%


The core services making 80.0% of the proceeds are local communication services (53.3% of the Company’s proceeds), operator services (17.8%), and Internet and DT services (8.9%). Characteristic for these markets is high competition.
Local communication services

The volume of the local communication market in the North-Western Federal District was 14.7 billion roubles in 2006. The share of OJSC N.W.Telecom's market in respect of income from local communication services was 72.8 % in 2006, and as itemized by by basic consumer segment OJSC N.W.Telecom's market share is estimated at:

· 91.7% for the "Population" segment

· and 49.9 % for the "Corporate Clients" segment.

By tentative estimates, the number of telephone sets in the NWFD was 4.89 million.

N.W.Telecom is the leader of the NWFD market in the number of subscribers with 91.2% of their total number.

The telephone set density per 100 residents in the NWFD was 35.9% (the RF average being 30%). Furthermore, about 32.7% of the penetration is provided via N.W.Telecom telephones. The remaining 3.2% of the penetration is provided by alternative operators. 
Internet and data transmission services

According to estimates, the size of the Internet and data transmission market was RUR 6.3 billion, the market proportion of N.W.Telecom being 28.2%, of which: 

dial-up access services proportion, 44.0%,

dedicated access services proportion, 28.2%.

.

By the results of 2006, N.W.Telecom provided services to 828,100 users, of which, 736,800 dial-up access users. 
Services to communication operators

The communication operator services market was RUR 8.2 billion, the proportion of services provided to N.W.Telecom operators being 50.6%.  
Mostly, the changes in the reporting period are attributable to several regulatory documents that became effective to materially change the procedure of settlements between operators.

From 01.01.2006, payments for traffic passage to national/internaiotnal communication operators (Rostelecom, MTT) became effective. From 01.07.2006, payments for traffic passage from intrazone and/or local communication operators were introduced. These changes have materially increased the receipts, and the corresponding costs, from connection and traffic passage services. 
V. PRIORITY AREAS OF THE COMPANY'S BUSINESS 

5.1. Construction and updating of trunk and intrazone transport networks

In 2006, the Open Joint-Stock Company North-West Telecom started implementation of its "Engineering Strategy for the Years 2007-2011", i.e. construction of an interregional data transmission transport network ba”ed on the DWDM technology. By the end of 2006, LLC Sxyaz-Elektro-Proyekt had prepared and issued the Detailed Design for the construction of the first start-up stage, to include the  St. Petersburg-Pskov and St. Petersburg-Novgorod routes. The first start-up stage is to be commissioned by the end of the 1st quarter of 2007.
As the second stage of the strategy implementation, it is intended to commission the second start-up stage comprising the St. Petersburg-Vologda route by the middle of the 2nd quarter of 2007.
The implementation of the 2006 projects yielded the following results and indicators:

· Total number of DSL ports installed: 86,728.

· The strategic lines of development of the N.W.Telecom infocommunication networks were defined, in particular expansion of multiservice networks to provide advanced communication services. Requirements were developed for detailed designing of the NGN infrastructure.
· Solution requirements, and the solutions themselves were defined to comply the Law on Communications as applied to selection of national/international communication operators by users. 
· Building of a pilot Wi-Fi zone enabled demonstration of the key components of solutions by different companies offering the Fixed Mobile Convergence (FMC) solution based on the IP Multimedia Subsystem (IMS) using SIP-applications (SIP (IMS/FMC)), access networks, and MSN’s of the Petersburg Subsidiary of N.W.Telecom.

As part of the implementation of the priority national project “Education” in its “Implementation of Advanced Educational Technologies” sector, 1471 educational institutions were connected to the Internet in 2006.

As of the end of 2006, equipment for 86728 xDSL ports was commissioned in interregional companies in 2006 for connection of individuals and corporations to the Internet at rates of up to 2048 Kbit/s.

5.2. Implementation and updating of IT solutions, including implementation of centralized IT programs

In 2006, updating of information systems was going on in N.W.Telecom.

To comply with the requirements of the Law on Communications, RF Government resolutions on demonopolization of the communication market, RF Government Resolution No. 310 of May 18, 2005, and to implement the Calling Party Pays principle, we updated 6 automatic accounting systems, and replaced the AAC’s with a centralized information and billing system in four subsidiaries, due to expiry of the certificate sof compliance of the AAC's in those subsidiaries.

To ensure the switchover to the time-based accounting of telephone connection charges in N.W.Telecom, ten N.W.Telecom subsidiaries implemented traffic preprocessing systems, or mediation systems.

Nine N.W.Telecom subsidiaries implemented systems of settlements with communication operators in compliance with RF Government Resolution No. 627 dated October 19, 2005.

In 2006, N.W.Telecom was implementing, stage by stage, the first release of the Oracle E-Business Suite enterprise management system, and bringing the accounting systems to unified standards as per the requirements of the program’s ManagingCommittee. 

To ensure implementation of the unified information and billing system and the Oracle E-Business Suite enterprise management system, we built the first stage of the reserve data processing center at 65 nab. Reki Moiki, St. Petersburg, and provided the necessary information infrastructure, including the information security systems. 
In accordance the decision of the Board of Directors of November 19, 2004, under the budget of the Billing Conversion Program, and with the decision of the Board of Directors of  February 9, 2006 on the program of implementation of a Client Relations Management (CRM) system, N.W.Telecom tested the AAS-Amdocs master system. On November 16, 2006 the master system development and testing was completed. The managing committee’s decision of October 8, 2006 required that the billing conversion program and Client Relations Management (CRM) system implementation program be united.
This decision prescribes:
· eTOM model business process support, 
· implementation of the CRM system on the basis of purchased Amdocs software modules. 
In 2006, a computerized document circulation system was implemented in the General Directorate and in three subsidiaries of the Company  in full compliance with the Company’s document circulation standards.

Also, an online report generation system developed by SAS was implemented in the Company’s General Directorate and subsidiaries.
5.3. Rate Policy of OJSC N.W.Telecom

The rate policy of N.W.Telecom in 2006 was aimed at higher profitability of all kinds of communication services provided, and covered the following areas:

· development, and submission to the FTS of Russia in May 2006, of proposals for the rates for the intrazone telephone connection service provided from a local telephone communication network to a mobile communication operator’s network;

· development, and submission to the FTS of Russia in August 2006, of a proposal for revision of local communication charge rates, including proposals for introduction of mandatory and optional tariff plans, and a proposal to set a unified oblast charge rate for intrazone telephone communication services; 

· development of tariffs for services not regulated by the government, including the Company’s new-offered services, subject to competition and consumer demand monitoring.

As a result of interaction with the FTS of Russia, submission and justification of revised tariffs for government-regulated communication services, the following goals were achieved: 

1. from 01.07.2006, rates for the intrazone telephone connection service provided from a local telephone communication network to a mobile communication operator’s network were fixed, 

2. mandatory and optional tariff plans set by the RF FTS
 for local telephone communication services where time-based connection charge accounting is technically feasible, to become effective from 01.02.2007; 

3. increase of rates for local telephone connection services where time-based connection charge accounting is not technically feasible on the average by 11.9% for individuals and by 5.5% for corporations for all N.W.Telecom subsidiaries, to become effective from 01.02.2007;

4. unified oblast tariffs set by the RF FTS1 for intrazone telephone communication services, to become effective from 01.02.2007.

The principal strategic targets of N.W.Telecom related to the rate policy, the implementation of which was continued or started in 2006, are:

· stage-by-stage bringing of the tariffs for regulated communication services to the level of economically justified costs,

· development and implementation of package offers for communication services in N.W.Telecom subsidiaries.

VI. COMPANY DEVELOPMENT PROSPECTS 

6.1. Priorities in the Field of Services

Currently, a new infocommunication industry is being formed in the telecommunication sector on the basis of the existing ones, i.e. telecommunications, computer technologiess, and media. The most advanced companies representing the three industries, using similar technologies, business processes, and overlapping subscriber groups, will be engaged in tough and direct competition in the domain of interactive services and applications and integrated solutions. 
The size of the the telecommunication market in the NWFD will be RUR 150.3 billion, of which: 
cellular communication, RUR 81.1 billion,

local communication, RUR 17.9 billion,

Internet and data transmission services, RUR 19.5 billion.

Internet and data transmission

The strategic priority in the N.W.Telecom business for 2006 and for the medium-term future is development of Internet broadband access (BBA) services. In 2006, the number of BBA users exceeded 90,000. Starting from 2006, broadband access services have been provided under the Avangard trademark. The Company intends to increase its segment on this market from 28% (2006) to 44% (2011) by expanding its customer base and diversifying the supply as applied to the market’s target segments, i.e. individuals, small business, medium business, and big business.  
To achieve the goals, N.W.Telecomintends to build trunk/city networks and access terminals, and to update its access networks. By, 2010, the number of broadband internet access users via N.W.Telecom will exceed 1 million.
Traditional services

Despite the low growth rate of the traditional telephone communication services, it is these services that will long remain the main source of the Company’s earnings. The principal actions to make this group of services more attractive are: 
· a well-balanced rate policy design to increse the receipts and to keep the existing subscriber base,

· packaging of services,
· implementation of customer loyalty enhancing programs.

6.2. Priorities in the Field of Clients' Segments
Due to the favorable economic situation, an increased demand for communication services is predicted in the NWFD for the segments of small and medium business (SMB) and large corporate customers (LCC). To boost its activity in these client segments, the Company is planning the following actions:
· improvement of the sale and service system (personal sales and sales via the Company’s retail chain, agent sales, TV marketing, and web sales)

· business process automation
· generation of efficient product offers (under the AlliancePRO trademark).

6.3. Priorities in the Field of Regional Development
Recently, the highest growth rates of new service consumption has been concentrating inlarge and mediumcities (oblast centers), where ompetition is growing strong on the market. The policy of N.W.Telecom in the regions is aimed at enhancement of activities primarily on these markets.
N.W.Telecom sees the greatest potential of additional earnings anfd customer base expansion on themarkets of St. Petersburg and thenothern regions (Archangel Oblast, Murmansk Oblast, the Republic of Karelia, and the Republic of Komi).

VII. RESULTS OF THE COMPANY'S DEVELOPMENT BY PRIORITY AREAS

7.1. Investment Policy
	Table 2Investment indices

№

No.
	Name 
of index  
	Meas. unit
	2005
	2006
	Rate of index change, 2006/2005 
(in %)

	1.

1.a

1.b
	Invested funds in fixed capital – total, 

investment areas:

 - fixed telephone communication;

 - cellular communication; 

 - long-distance, international and intrazone telephone communication;

 - new services;

 - data transfer networks and infrastructure;

 - investments in information technologies;

- other

	million roubles

million roubles

%
	5 272

3 279

100

311

480

5%

23%
	5 012

1 947

88

1 160

1 142

6%

15%
	95%

59%

89%

373%

238%

not to be filled in

	2.
	Proportion of own funds allotted for investment funding 


	%
	56%
	62%
	not to be filled in

	3. 
	Proportion of borrowed funds allotted for investment funding 


	%
	44%
	38%
	not to be filled in


In 2006, the Company took part in the implementation of the following governmental and social efforts:

· Provision of the universal communication service: RUR 283 million:

· Connection of educational institutions of the NWFD to the Internet within the framework of the national project “Education”: RUR 416 million; 

· Satisfaction of unprofitable applications of individuals for access to the telephone network in remote neighborhoods of St. Petersburg: RUR 169 million (RUR 494 million in 2005).

7.2. Basic Indices of Network Development

Table 3. Basic Indices of Network Development

	No.
	Indices
	Units of measurement
	2005
	2006
	Rate of index change, 2006/2005 (in %)

	1
	2
	3
	4
	5
	6

	1.
	Growth of the length of long-distance (central-office) telephone channels - total  
	thous. chan./ km
	2614.94
	5614.3
	214.7

	
	including those formed by digital transmission systems
	thous. chan./ km
	2623.64
	5628.64
	214.5

	2.
	Base telephone sets number growth - total 
	thous. pcs.
	103.85
	68.48
	65.9

	3.
	Installed capacity of x DSL ports  - total (as of the end of the period under report)
	ports
	16448
	86728
	527

	4.
	Number of subscriber sets connected to mobile radiotelephone communication networks (as of the end of the period under report)
	thousand pcs.
	3.3
	3.2
	98


In 2006, the growth index for Base Telephone Sets (BTS) decreased against the year 2005 to make 68,480 numbers, of which 69,280 numbers on the city telephone network. The BTA number growth on the rural telephone network was zero.  The decrease of this indicator is attributable to the dropped consumption of local and intrazone communication services due to the active use of cellular phones by individuals, and due to cancellation of BTA’s due to migration of residents. 

The number of outgoing long-distance telephone channels was 36,842.5.

The capacity of the automatic long-distance telephone communication equipment increased by 1333 channels to make 84,303 channels and lines of zonal communication, of which the capacity of computerized dial offices, 81,591 channels ( an increase of 2,670 channels). 
The operating capacity of long-distance exchanges increased by 2,626 channels to 67,361 channels.  
The utilization factor of the long-distance exchanges is 80%.

At the moment, 15 automatic long-distance telephone exchanges operate in OJSC N.W.Telecom subsidiaries.   The automatic long-distance telephone exchanges are connected to automatic switching centers, international switching centers and international telephone exchanges of OJSC Rostelecom.    
There are switching halls and two-frequency semiautomatic equipment for servicing of the non-automatic part of exchange at the long-distance exchanges.   


The telephone networks at the long-distance and international level are actually digitized.   The intrazone primary network of N.W.Telecom is based on the use of cable, relay, and overhead transmission lines. The cable transmission lines use both analog or digital transmission systems. 
In 2006, the increase in the length of long-distance telephone channels formed by digital transmission systems was 5,614,300 channel-km, of which, formed by digital transmission systems, 5,628,640 channel-km.

7.3. Key Economic Indices of the Company  

Table 4. Key economic indices

	Indices

	Unit of measurement

	2005
	2006
	Rate of index change, 2006/2005 (in %)


	Returns from sales of goods, products, works, services

	million roubles
	20 383
	20 473
	100.4%

	Income from communication services

	million roubles

	19 715
	18 803
	95.4%

	Expenses

	million roubles

	16 573
	15 499
	93.5%

	Sale profit

	million roubles

	3 811
	4 974
	130.5%

	Profit before taxes

	million roubles

	2 829
	3 508
	124.0%

	Net profit

	million roubles

	1 844
	2 426
	131.6%


In 2006, receipts from the sale of goods, products, work, and services amounted to 20,473 million roubles, including the receipts from communication services in the amount of 18,803 million roubles, or 92 % of the total income.   

The receipts growth in 2006 against 2005 was 0.4%, or RUR 90 million.

The costs related to the traditional business were RUR 15,499 million, the growth rate against the 2005 level being 93.5%.

7.4. Structure of Income by Types and Categories of Consumers in 2006

Table 5. Structure of income by types and categories of consumers in 2006

	
	Total
	including

	Varieties of services
	(less VAT).
	prom private customers

	
	RUR thousand
	

	Income from communication services - total
	18 802 645
	9 998 027

	                including:
	 
	 

	intrazone, long-distance and international communication services
	1 772 768
	734 564

	local telephone communication
	10 910 514
	7 884 396

	document telecommunication 
	2 025 382
	1 145 124

	mobile communication
	5 558
	1 987

	from connection and traffic passage services 
	3 585 684
	0

	other
	502 740
	231 956


The Company’s receipts from communication services reduced by 4.6% in 2006 to RUR 18,803 million. The reduction in the proportion of the receipts from communication services in 2006 is attributable to the cnahges in the costs structure as a result of the continuing liberalization of the national/international communication market: from 01.01.2006, N.W.Telecom was an agent of operators licensed to provide national/international communication services, and did not show the receipts from the users inits accounts.

Individuals remained the main user of communication services, paying 53% pf the income received, with 38% paid by corporations and 9%, by budget organizations.

Fig. 3. Structure of OJSC N.W.Telecom's income in 2006
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7.5. Costs structure (consolidated) in 2006
Table 6. Costs structure (consolidated) in 2006

	
	2005
	2006
	Rate of index change, 2006/2005 
(in %)



	Varieties of services
	 
	 
	

	 
	RUR thousand
	RUR thousand
	

	Expenses for key activities – total, including:
	16 572 811
	15 498 680
	93.5%

	expenses for wages
	5 578 050
	5 288 145
	94.8%

	deductions for social insurance
	1 220 630
	1 169 162
	95.8%

	depreciation
	1 964 877
	2 495 234
	127.0%

	material expenses
	780 384
	824 054
	105.6%

	expenses related to services of communication operators
	638 924
	1 329 657
	208.1%

	expenses for OJSC Rostelecom's services
	2 864 008
	133 528
	4.7%

	services of outside organizations 
	2 045 850
	2 690 204
	131.5%

	other
	1 480 088
	1 568 696
	106.0%


The most material differences from the operating costs of 2005 were recorded in 2006 for the following lines:

“Labor costs”: 5.2% cost reduction. The cost reduction for this item is related to the personnel reduction in 2005 and one-time payments to dismissed employees as part of the Company restructuring that was going on.

“Wear and depreciation”: 27% cost increase due to sizeable commissioning of new fixed assets.

“Communication operator services costs”: The 108% growth of communication operator services costs is related to the changed terms of settlements with connected communication operators effective from 01.07.06, and introduction of payment for calls to cellular phones from local subscribers.

“OJSC Rostelecom services costs”: 95% cost reduction. Due to the liberalization of the national/international communication market: From 01.01.06, N.W.Telecom did not provide national/international communication services to its customers, remaining a zonal communication operator, and therefore did not bear expenses related to long-distance or international communication services.   
Fig. 4. Structure of OJSC N.W.Telecom's expenses in 2006
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The principal change of the cost proportion as a percentage of the total costs took place in the lines “OJSC Rostelecom services costs” (-16%) and “Communication operator services costs” (+5%), which was caused by the changed terms of settlements with OJSC Rostelecom and communication operators.  The increase in other cost items as a percentage of the total costs is related to the reduction of the absolute amount of costs.

7.6. Basic Efficiency Indices of the Company's Activity

Table 7. Basic efficiency indices of the Company's activity

	Indices
	Unit of measurement
	2005
	2006
	Rate of index change (%)

	Sales profitability
	%
	23.0%
	32.1%
	139.6%

	Profitability in respect of net profit
	%
	11.1%
	15.7%
	140.7%

	Prime cost per RUR 100 of receipts
	roubles
	81
	76
	93.1%

	EBITDA
	million roubles
	5 455
	6 701
	122.9%

	EBITDA margin
	%
	26.8%
	32.7%
	122.3%

	Receipts per line
	roubles
	4 752
	4 649
	97.8%

	Profit per line
	roubles
	430
	551
	128.2%

	Receipts per employee
	roubles
	637 402
	764 578
	120.0%

	Profit per employee
	roubles
	57 667
	90 609
	157.1%

	Number of lines per employee
	pcs.
	134
	164
	122.6%


Handling the accounts receivable
As of 31.12.2006, the total accounts receivable of the Company was RUR 2,231,183,000. During the year 2006, these accounts dropped by RUR 23,570,000, or by 1.0%. 
In 2006, the accounts receivable for communication services decreased by RUR 149,378,000, or by 8.8%, to become RUR 1,541,456,000 as of 31.12.2006. These accounts dropped for the following communication service user categories:

· individuals, by RUR 224,992,000 or 28.3%, 
· special-rate individual categories, by RUR 289,924,000 or 60.4%,

· non-budgetary organizations, by RUR 19,413,000 or 9.6%, 

· budgetary organizations, by RUR 12,493,000 or 12.3%. 

For the “Communication operators” category, the accounts receivable increased by RUR 397,444,000 or by 349.1%, as a debt was formed under the cooperation and connection contracts signed with OJSC Rostelecom since 01.01.2006, and the business terms of communication operators’ connection changed from 01.07.2006.

The current accounts receivable for communication services was RUR 1,109,073,000, growing by RUR 90,916,000 or 8.9% compared to the beginning of the reporting year, due to the increase of comunication operators’ current debt by RUR 336,297,000 or 334.6% for the reasons explained above. For other communication service user categories, the current debt was reduced:
· individuals, by RUR 221,019,000 or 32.6%, 
· special-rate individuals, by RUR 19,000 or 100.0% due to the law amendments and cancelled communication service charge benefits,

· non-budgetary organizations, by RUR 22,136,000 or 12.8%, 

· budgetary organizations, by RUR 2,207,000 or 3.3%. 

In order to prevent indebtment, the following actions were implemented.

Fulfillment of contract terms by agents was controlled, in particular regarding timely delivery of user bills and transfer of collected communication service payment moneys.  The bill delivery deadlines were reduced from 5-7 days to 3-5 days, and the cases of untimely transfer of collected communication service payment moneys were minimized.
Contracts were signed with 17 crediting and other organizations for collection of payments via automatic cash terminals and information/payment kiosks. The advantages of the above payment methods are minimum periods of delivery of moneys and payment registers (on the next business day), and the ability to automate the process of effected payments data transmission to the billing system. 
Advance payments were invited. The proportion of individual users who paid for communication services inadvance was 58.0% by the end of the reporting year.  The proportion of contracts providing for prepayment for communication services  was 67.4% for non-budgetary organizations, and 57.6%, for budgetary organizations.
The overdue accounts receivable dropped by RUR 240,295,000 or 35.7% to RUR 432,383,000 The following indebtment changes were recorded, by communication service user category:

· individuals, by RUR 3,973,000 or 3.4%, 
· special-rate individual categories, by RUR 289,905,000 or 60.4%,

· non-budgetary organizations, by RUR 2,723,000 or 9.3%, 

· communication operators, by RUR 61,147,000 or 458.3%, 

· budgetary organizations, by RUR 10,287,000 or 29.4%. 

To handle overdue accounts receivable, pre-trial and legal actions were taken, and enforcement of court judgments by authorities and money receipts under writs were monitored. 

Among the pre-trial actions were notifying the users of their debt by automatic voice announcements and by mailing written notices, suspension of communicatin services, and presenting claims. In the reporting period, 419,000 claims were sent to debtors to the total amount of RUR 740,879,000. 280,000 claims were settled out of court to the amount of RUR 516,585,000.
Where the bills were still not paid after the above actions, lawsuits to exact the debt were presented to the court. In the reporting year, the Company presented 17,000 lawsuits to the amount of RUR 94,939,000. RUR 305,465,000 was received under lawsuits presented in 2006 and earlier.
Due to the changes in the business terms of connection effective from 01.07.2006, there were disputes with communication operators as to settlements under the new conditions and renegotiation of contracts, which resulted in growing accounts receivable for this category of communication service users. As a result of the pre-trial actions, RUR 106,739,000 was received as repayment of the debts. 16 lawsuits to the amount of RUR 43,643,000 were brough against operators the disputes with which were not settled out of court.
To control enforcement by authorities of court judgments requiring exaction of debts for services provided in favor of the Company, requests about the progress of enforcement were sent, complaints of unlawful acts (omission) by officers of justice were mailed to superior and supervisory authorities, and lawsuit applications were filed to impose legal penalties for failure to do the actions stated in writs on persons to whom such actions were assigned. 

As a result of the said actions to recover moneys under writs issued in the basis of court judgments to exact budget debts for benefits provided in favor of the Company, RUR 212,742,000 was received. The total accounts receivable in this category was RUR 189,773,000 as of 31.12.2006. All the debts were claimed in court.

One of the instruments to manage accounts receivable is planning the corresponding budget figures and monitoring their fulfillment. The targets set for 01.01.2007 were fulfilled as follows:
· Accounts receivable for communication services: RUR 1,541,456,000, the target being RUR 1,718,875,000;

· Turnover of accounts receivable for communication services: 25.0 days, the target being 28.6 days;

· Accounts receivable per telephone set: RUR 350, the target being RUR 392.

In order to exercise fast-response control of budget fulfillment, information on the accounts receivable status was generated monthly, the company’s Management was informed on deviations found in the work, and particular targets were set to reduce the level and to fulfill the budget targets of accounts receivable. 

For 2007, the Company intends to further reduce its accounts receivable and to improve the indicators describing their management by:

· actions to prevent occurrence of accounts receivable,

· timely and comprehensive actions by all structural units involved in accounts receivable management,

· monitoring of accounts receivable management from the day of their occurrence up to the day of their complete settlement.

As part of accounts receivable management, it is intended to introduce monthly control, instead of quarterly control, of timeliness and completeness of actions taken to claim the debts of particular users by implementing the “Accounts Receivable” master report based on the technology by SAS.  
Adoption of the unified billing system by the end of 2007 will enable getting online information on accounts receivable management, and setting unified work algorithms and uniform records of accounts receivable related to the core business in all of the Company’s subsidiaries. 

7.7. Information on the Amount of Net Assets of the Company

Table 8. Basic information on the amount of the Company's net assets

	 
	Meas. unit
	As of 01.01.07

	1. Amount of net assets
	RUR thousand
	18 198 451

	2. Authorized capital
	RUR thousand
	1 131 415

	3. Reserve fund
	RUR thousand
	56 571

	4. Ratio of net assets to authorized capital (line 1/line 2)
	%
	1608%

	5. Ratio of net assets to sum total of authorized capital and reserve 
(line 1/(line 2+line 3))
	%
	1532%


In the reporting period, the net assets grew by RUR 2,017,029,000, or by 12%.
VIII. REPORT ON PAYMENT OF STATED (CALCULATED) DIVIDEND ON THE COMPANY'S SHARES  

By the resolution of the Annual General Meeting of the Shareholders, the size and dates of payment of the dividend on the Company’s ordinary and preferred shares were defined as follows:

· date of the resolution on the annual dividend payment passed by the general meeting of the shareholders: 30.06.2006,

· starting date of dividend payment approved by the resolution of the meeting: 15.08.2006,

· actual starting date of dividend payment: 15.08.2006, 

· final date of dividend payment approved by the resolution of the meeting: 15.12.2006,

· dividend amount payable per ordinary share: RUR 0.265, per preferred share: RUR 0.652;

· dividend payment instrument: cash.
As of the final date of dividend payment, the amount of dividend paid, and its percentage of the total amount of dividend payable ( if the dividend is not paid in full, explanations should be given) were RUR 391,925,611.47  (98.79%). The reasons of incomplete payment were: missing or incorrect bank ID data specified in the lists provided by the registrar (for corporations), or return of dividends previously transferred by mail order (individuals).
Table 9. Dynamics of stated (accrued) dividend on shares of the Company (per share)

	Type of securities
	2003
	2004
	2005
	2006 *

	
	Amount (roubles)
	Amount (roubles)
	Amount (roubles)
	Amount (roubles)

	Common shares
	0.083
	0.248
	0.265
	0.357 

	Preferred
type A shares
	0.357
	0.469
	0.652
	0.858


 * The amount of the dividend recommended by the Board of Directors of the Company for approval at the annual general meeting of the shareholders.

IX. INFORMATION ON THE MOST IMPORTANT TRANSACTIONS MADE BY THE COMPANY 

During the year 2006, in order to comply with Article 81 of the Federal Law on Corporations (edition of 27.07.2006), the Company monitored related party transactions.  One of the major factors enabling timely identification of related part transactions is timely updating of the list of related parties posted on the Company’s website http://www.nwtelecom.ru in the For Investors and Shareholders section.  
During the year 2006, all related party transactions were submitted to the Board of Directors for review, and approved by the Board of Directors prior to their signing. 

The transaction between N.W.Telecom and OJSC Telecominvest for the purchase of 100% of shares of CJSC P.T.T. is simultaneously a large transaction and a related party transaction. In accordance with Articles 79 and 81 of the Federal Law on Corporations, this transaction was first approved by the Board of Directors (Minutes No. 30-06 of the Board of Directors’ session of 03.11.2006), and then presented to the annual general meeting of the N.W.Telecom shareholders for approval. The extraordinary general meeting of the N.W.Telecom shareholders approved the transaction of purchase of the 100% interest in CJSC P.T.T. on December 18, 2006.
Table 10. List of related-party transactions approved by the Board of Directors.

	No.
	Parties to contract
	Minutes of the Board of Directors No., date
	Data on the person(s) interested in the transaction 
	Subject of the contract
	Price of contract

	1st quarter of the year 2006

	1
	OJSC N.W.Telecom, OJSC Rostelecom
	No.01-06 of 19.01.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	providing services in equipment operations support
	4,720.00 roubles

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	2
	OJSC N.W.Telecom, ICJSC Medexpress 
	No.02-06 of 01.02.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	motor vehicle insurance
	$ 50 935.00

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	3
	OJSC N.W.Telecom, ICJSC Medexpress 
	No.02-06 of 01.02.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	Obligatory insurance of motor vehicles owners civil liability
	116,707.50 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	4
	OJSC N.W.Telecom, ICJSC Medexpress 
	No.02-06 of 01.02.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	additional agreement to the contract of insurance   
	216,528.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	5
	OJSC N.W.Telecom, ICJSC Medexpress 
	No.02-06 of 01.02.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	additional agreement to the contract of insurance   
	1,768,336.57 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	6
	OJSC N.W.Telecom, LLC Artelecom Service
	No.02-06 of 01.02.2006
	N.G. Bredkov - Member of the Management Board of OJSC N.W.Telecom and Member of the Board of Directors of LLC Artelecom Service
	providing the loan
	9,252,000.00 roubles

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (LLC Artelecom Service)   The interest of OJSC N.W.Telecom in Artelecom Service LLC  is 77.00%.
	
	

	7
	OJSC N.W.Telecom, OJSC Svyazintek
	No.03-06 of 09.02.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding jointly with its affiliated parties - inter-regional companies - more than 20 per cent of voting shares of the second party to the transaction (OJSC Svyazintek), holds more than 20 per cent of the Company's voting shares.
	master system development
	$ 1 122 084.05

	8
	OJSC N.W.Telecom, OJSC Svyazintek
	No.03-06 of 09.02.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding jointly with its affiliated parties - inter-regional companies - more than 20 per cent of voting shares of the second party to the transaction (OJSC Svyazintek), holds more than 20 per cent of the Company's voting shares.
	providing the services of introducing the programme of customer relationship management 
	$ 263 645.18

	9
	OJSC N.W.Telecom, LLC RSU-Telecom 
	No.03-06 of 09.02.2006
	 G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC RSU-Telecom
	additional agreement to the contract of premises overhaul
	220,301.00 roubles

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	10
	OJSC N.W.Telecom, OJSC JSCB Svyaz-Bank
	No.05-06 of 22.02.2006
	A.N.Kiselyov and K.V.Belyaev – Members of the Board of Directors of OJSC N.W.Telecom and Members of the Board of Directors of OJSC JSCB Svyaz-Bank
	 bank deposit contract
	500,000.00 roubles

	
	
	
	V.A.Khusnutdinova - Member of the Management Board of OJSC N.W.Telecom and Member of the Board of Directors of OJSC JSCB Svyaz-Bank
	
	

	11
	OJSC N.W.Telecom, ICJSC Medexpress 
	No.05-06 of 22.02.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	contract of  the employees insurance
	1,616,049.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	12
	OJSC N.W.Telecom, OJSC URC
	No.05-06 of 22.02.2006
	N.W.Telecom shareholder (OJSC Svyazinvest), jointly with its affiliates (OJSC Rostelecom and NP CIPRT), owns in all over 20 percent of voting shares of the second party of the transaction (OJSC ORK)
	additional agreement to the contract of register keeping
	-

	13
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 06-06 of 06.03.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	contract of  the employees insurance
	113,029,475.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	14
	OJSC N.W.Telecom, LLC "RDPC Svyazist"
	No. 06-06 of 06.03.2006
	N.G.Bredkov and G.B.Chernyak – Members of the Management Board of OJSC N.W.Telecom and Members of the Board of Directors of LLC "RDPC Svyazist"
	supplementary agreement to the Contract of asset management
	-

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	15
	OJSC N.W.Telecom, OJSC GiproSvyaz
	No. 07-06 of 29.03.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (OJSC Giprosvyaz).
	design work
	18,194,918.42 roubles

	2nd quarter of the year 2006

	16
	OJSC N.W.Telecom, OJSC JSCB Svyaz-Bank
	No. 09-06 of 10.04.2006
	A.N.Kiselyov and K.V.Belyaev – Members of the Board of Directors of OJSC N.W.Telecom and Members of the Board of Directors of OJSC JSCB Svyaz-Bank
	 contract of guarantee
	-

	
	
	
	V.A.Khusnutdinova - Member of the Management Board of OJSC N.W.Telecom and Member of the Board of Directors of OJSC JSCB Svyaz-Bank
	
	

	17
	OJSC N.W.Telecom, LLC "RDPC Svyazist"
	No. 09-06 of 10.04.2006
	N.G.Bredkov and G.B.Chernyak – Members of the Management Board of OJSC N.W.Telecom and Members of the Board of Directors of LLC "RDPC Svyazist"
	sale of recreation vouchers
	60,452,400.00 roubles

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	18
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 09-06 of 10.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	1,155,591.25 roubles

	19
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 09-06 of 10.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	1,379,396.90 roubles

	20
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 09-06 of 10.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	1,018,592.47 roubles

	21
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 09-06 of 10.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	2,396,866.96 roubles

	22
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 09-06 of 10.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	2,382,429.18 roubles

	23
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 09-06 of 10.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	1,721,095.87 roubles

	24
	OJSC N.W.Telecom, LLC RSU-Telecom 
	No. 09-06 of 10.04.2006
	 G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC RSU-Telecom
	additional agreement to the contract of movable property listing 
	-

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	25
	OJSC N.W.Telecom, CJSC St. Petersburg Payphones
	No. 10-06 of 19.04.2006
	V.N. Yashin is a Member of the Board of Directors of OJSC N.W.Telecom and the Chairperson of the Board of Directors of CJSC St. Petersburg Payphones at the same time.
	payment collection
	-

	26
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 10-06 of 19.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	827,021.81 roubles

	27
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 10-06 of 19.04.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	512,262.48 roubles

	28
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 10-06 of 19.04.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	additional agreement to the hull insurance contract (KASKO)
	1,907,328.88 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	29
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 10-06 of 19.04.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	additional agreement to the hull insurance contract (KASKO)
	341,797.17 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	30
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 10-06 of 19.04.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	contract of insurance
	36,000.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	31
	OJSC N.W.Telecom, the Russian Foundation of the History of Communications
	No. 11-06 of 27.04.2006
	V.N.Yashin - Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of the Russian Foundation of the History of Communications
	Gratuitous donations
	7,800,000.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Management Board of the Russian Foundation of the History of Communications
	
	

	32
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 13-06 of 17.05.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	Services related to issue of specifications for equipment arrangement and operating/maintenance
	146,876.00 roubles

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	33
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 13-06 of 17.05.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	2,864,363.69 roubles

	34
	OJSC N.W.Telecom, OJSC GiproSvyaz
	No. 13-06 of 17.05.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (OJSC Giprosvyaz).
	working project development 
	704,656.00 roubles

	35
	OJSC N.W.Telecom, OJSC GiproSvyaz
	No. 13-06 of 17.05.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (OJSC Giprosvyaz).
	working project development 
	337,284.00 roubles

	36
	OJSC N.W.Telecom, OJSC URC
	No. 14-06 of 19.05.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated parties (OJSC Rostelecom and Non-Profit Partnership Centre for Research of Telecommunications Development Problems), holds all in all over 20 per cent of the voting shares of the second party to the transaction (CJSC United Registration Company).
	additional agreement to contract of accepting ballots for voting at the general meeting of the shareholders from shareholders of the Company
	150,989.00 roubles

	37
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 15-06 of 19.05.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	contract of agency
	-

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	38
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 15-06 of 19.05.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	additional agreement to the contract of rendering services 
	-

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	39
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 15-06 of 19.05.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	additional agreement to the contract of rendering services 
	-

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	40
	OJSC N.W.Telecom, CRTDP NPP
	No. 16-06 of 06.06.2006
	V.A.Akulich- Member of the Board of CRTDP NPP and Member of the Board of Directors, Chairperson of the Management Board and General Manager of OJSC N.W.Telecom
	transfer of target membership fees
	130,000,000.00 roubles

	41
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 16-06 of 06.06.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	long-distance and international telecommunication services
	-

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	42
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 16-06 of 06.06.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	Additional agreement to the contract of employees insurance
	1,616,049.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	43
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 17-06 of 15.06.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	maintenance of line and cable facilities
	228,000.00 roubles

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	44
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 17-06 of 15.06.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	providing a space in operating premises
	28,244.75 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	45
	OJSC N.W.Telecom, OJSC RTComm.RU 
	No. 17-06 of 15.06.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Rostelecom), holds over 20 per cent of voting shares of the second party to the transaction (OJSC RTComm.RU).
	providing a space for placing equipment
	25,736.62 roubles

	46
	OJSC N.W.Telecom, OJSC JSCB Svyaz-Bank
	No. 18-06 of 22.06.2006
	A.N.Kiselyov and K.V.Belyaev – Members of the Board of Directors of OJSC N.W.Telecom and Members of the Board of Directors of OJSC JSCB Svyaz-Bank
	additional agreement to the contract of bank deposit
	-

	
	
	
	V.A.Khusnutdinova - Member of the Management Board of OJSC N.W.Telecom and Member of the Board of Directors of OJSC JSCB Svyaz-Bank
	
	

	47
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 19-06 of 28.06.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	providing services related to engineering equipment 
	49,672.71 roubles

	
	
	
	K.V. Belyaev- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of OJSC Rostelecom
	
	

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	48
	OJSC N.W.Telecom, LLC RSU-Telecom 
	No. 19-06 of 28.06.2006
	 G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC RSU-Telecom
	servicing of compressor signal units (KSU) and unified compressor signal units (UKSU)
	6,500,364.00 roubles

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	49
	OJSC N.W.Telecom, CJSC MobiTel 
	No. 19-06 of 28.06.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (CJSC MobiTel).
	consulting services
	67,796. 61 roubles

	50
	OJSC N.W.Telecom, LLC "RDPC Svyazist"
	No. 19-06 of 28.06.2006
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC "RDPC "Svyazist"
	supplementary agreement to the Contract of asset management
	-

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	51
	OJSC N.W.Telecom, OJSC JSCB Svyaz-Bank
	No. 19-06 of 28.06.2006
	A.N.Kiselyov and K.V.Belyaev – Members of the Board of Directors of OJSC N.W.Telecom and Members of the Board of Directors of OJSC JSCB Svyaz-Bank
	credit line contract
	260,000,000 roubles

	
	
	
	V.A.Khusnutdinova - Member of the Management Board of OJSC N.W.Telecom and Member of the Board of Directors of OJSC JSCB Svyaz-Bank
	
	

	52
	OJSC N.W.Telecom, OJSC JSCB Svyaz-Bank
	No. 19-06 of 28.06.2006
	A.N.Kiselyov and K.V.Belyaev – Members of the Board of Directors of OJSC N.W.Telecom and Members of the Board of Directors of OJSC JSCB Svyaz-Bank
	additional agreement to the contract of bank deposit
	-

	
	
	
	V.A.Khusnutdinova - Member of the Management Board of OJSC N.W.Telecom and Member of the Board of Directors of OJSC JSCB Svyaz-Bank
	
	

	3rd quarter of the year 2006

	53
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 22-06 of 27.07.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	857,793.65 roubles

	54
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 22-06 of 27.07.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	motor vehicle insurance
	5,596,218.80 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	55
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 22-06 of 27.07.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	Additional agreement to the contract of mandatory vehicle insurance (OSAGO)
	1,438,400.79 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	56
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 22-06 of 27.07.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	insurance of the legal entities' property
	189,000.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	57
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 22-06 of 27.07.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	insurance of the legal entities' property
	15,000.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	58
	OJSC N.W.Telecom, LLC RSU-Telecom 
	No. 22-06 of 27.07.2006
	 G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC RSU-Telecom
	delivery of unified compressor signal units
	1,186,155.00 roubles

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	59
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 22-06 of 27.07.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	1,224,831.00 roubles

	60
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 22-06 of 27.07.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	1,440,432.00 roubles

	61
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 22-06 of 27.07.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	1,627,341.00 roubles

	62
	OJSC N.W.Telecom, OJSC RTComm.RU 
	No. 22-06 of 27.07.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Rostelecom), holds over 20 per cent of voting shares of the second party to the transaction (OJSC RTComm.RU).
	providing a space for placing equipment
	15,400.00 roubles

	63
	OJSC N.W.Telecom, CJSC MobiTel 
	No. 23-06 of 08.08.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (CJSC MobiTel).
	participation in the workshop
	138,813.56 roubles

	64
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 23-06 of 08.08.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	501,200.00 roubles

	65
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 23-06 of 08.08.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	840,792.03 roubles

	66
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 25-06 of 05.09.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	hazardous industrial facility insurance
	400.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	67
	OJSC N.W.Telecom, OJSC STC
	No. 25-06 of 05.09.2006
	E.V. Zabuzova- Member of the Management Board of OJSC N.W.Telecom and Member of the Board of Directors of OJSC STK
	organizing a conference workshop
	11,113.77 roubles

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (OJSC STK).
	
	

	68
	OJSC N.W.Telecom, CJSC WestBalt Telecom
	No. 25-06 of 05.09.2006
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC WestBalt Telecom)  The equity interest of OJSC N.W.Telecom in CJSC WestBalt Telecom  is 28.00%.
	acquisition of equipment
	499,859.32 roubles

	69
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 25-06 of 05.09.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	720,334.77 roubles

	70
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 25-06 of 05.09.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	1,257,676.00 roubles

	71
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 25-06 of 05.09.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	1,222,363.85 roubles

	72
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 25-06 of 05.09.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design work
	2,599,790.02 roubles

	73
	OJSC N.W.Telecom, OJSC Svyazintek
	No. 25-06 of 05.09.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding jointly with its affiliated parties - inter-regional companies - more than 20 per cent of voting shares of the second party to the transaction (OJSC Svyazintek), holds more than 20 per cent of the Company's voting shares.
	billing transformation programme management
	4,928,000.00 roubles

	74
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 26-06 of 20.09.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	common registered shares sale and purchase
	12,731,020.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	75
	OJSC N.W.Telecom, LLC "RDPC Svyazist"
	No. 26-06 of 20.09.2006
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC "RDPC "Svyazist"
	supplementary agreement to the Contract of asset management
	-

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	76
	OJSC N.W.Telecom, LLC RSU-Telecom 
	No. 26-06 of 20.09.2006
	 G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC RSU-Telecom
	current repairs of equipment
	16,200,016.00 roubles

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	77
	OJSC N.W.Telecom, the State Educational Institution of Higher Professional Education - M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunication
	No. 26-06 of 20.09.2006
	A.A.Gogol - Member of the Board of Directors of OJSC N.W.Telecom and Sole executive body (rector) of the State Educational Institution of Higher Professional Education - M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunication
	providing educational services on a paid basis
	20,040.00 roubles

	78
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 26-06 of 20.09.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	115,236.00 roubles

	79
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 26-06 of 20.09.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	75,998.00 roubles

	80
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 26-06 of 20.09.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	96,508.00 roubles

	4th quarter of the year 2006

	81
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 27-06 of 11.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	90,799.00 roubles

	82
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 27-06 of 11.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	54,280.00 roubles

	83
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 27-06 of 11.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	103,303.00 roubles

	84
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 27-06 of 11.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	70,174.00 roubles

	85
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 27-06 of 11.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	71,300.00 roubles

	86
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 27-06 of 11.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	76,001.00 roubles

	87
	OJSC N.W.Telecom, LLC "RDPC Svyazist"
	No. 27-06 of 11.10.2006
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC "RDPC "Svyazist"
	supplementary agreement to the Contract of asset management
	296,610.17 roubles

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	88
	OJSC N.W.Telecom, CJSC TD-Telecom
	No. 27-06 of 11.10.2006
	V.I.Shumeyko - member of the Management Board of OJSC N.W.Telecom and member of the Board of Directors of CJSC TD-Telecom
	lease of non-residential premises
	147,400.00 roubles

	89
	OJSC N.W.Telecom, OJSC Kolatelecom
	No. 27-06 of 11.10.2006
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (OJSC Kolatelecom)  The interest of OJSC N.W.Telecom in OJSC Kolatelecom is 50.00%.
	lease of non-residential premises
	1,871,759.67 roubles

	90
	OJSC N.W.Telecom, CJSC WestBalt Telecom
	No. 27-06 of 11.10.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (CJSC WestBaltTelecom). 
	lease of production premises
	19,616,286.00 roubles

	91
	OJSC N.W.Telecom, LLC Parma-Paging
	No. 27-06 of 11.10.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (LLC Parma Paging). 
	property sale and purchase
	69,995.39 roubles

	92
	OJSC N.W.Telecom, CJSC WestBalt Telecom
	No. 27-06 of 11.10.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (CJSC WestBaltTelecom). 
	installation of antenna mast facilities
	69,915.25 roubles

	93
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 29-06 of 24.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	181,601.00 roubles

	94
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 29-06 of 24.10.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	lease of non-residential premises
	313,042.68 roubles

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	95
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 29-06 of 24.10.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	lease of non-residential premises
	249,534.96 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	96
	OJSC N.W.Telecom, CJSC TD-Telecom
	No. 29-06 of 24.10.2006
	V.I.Shumeyko - member of the Management Board of OJSC N.W.Telecom and member of the Board of Directors of CJSC TD-Telecom
	providing a space for placing equipment
	72,600.00 roubles

	97
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 29-06 of 24.10.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	insurance
	95,310.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	98
	OJSC N.W.Telecom, CJSC MobiTel 
	No. 29-06 of 24.10.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (CJSC MobiTel).
	information services
	35,593.22 roubles

	99
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 29-06 of 24.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	9,110,169.49 roubles

	100
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 29-06 of 24.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	12,076,272.00 roubles

	101
	OJSC N.W.Telecom, OJSC RTComm.RU 
	No. 29-06 of 24.10.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Rostelecom), holds over 20 per cent of voting shares of the second party to the transaction (OJSC RTComm.RU).
	connecting general-education institutions in the framework of a state contract
	28,000,000 roubles

	102
	OJSC N.W.Telecom, OJSC Telecominvest 
	No. 30-06 of 03.11.2006
	V.A. Akulich - Member of the Board of Directors, Chairperson of the Management Board and General Manager of OJSC N.W.Telecom, Member of the Board of Directors of OJSC Telecominvest
	securities sale and purchase
	$ 97 000 000

	103
	OJSC N.W.Telecom, OJSC Telecominvest 
	No. 30-06 of 03.11.2006
	V.A. Akulich - Member of the Board of Directors, Chairperson of the Management Board and General Manager of OJSC N.W.Telecom, Member of the Board of Directors of OJSC Telecominvest
	securities sale and purchase
	$ 100 000

	104
	OJSC N.W.Telecom, OJSC Telecominvest 
	No. 30-06 of 03.11.2006
	V.A. Akulich - Member of the Board of Directors, Chairperson of the Management Board and General Manager of OJSC N.W.Telecom, Member of the Board of Directors of OJSC Telecominvest
	contract of claim assignation
	$ 200 000

	105
	OJSC N.W.Telecom, OJSC Rostelecom
	No. 31-06 of 17.11.2006
	V.N.Yashin, A.N.Kiselyov and I.M. Ragozina - members of the Board of Directors of OJSC N.W.Telecom and members of the Board of Directors of OJSC Rostelecom
	additional agreement to the contract of traffic handling 
	-

	
	
	
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of  voting shares of the second party to the transaction (OJSC Rostelecom).
	
	

	106
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 31-06 of 17.11.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	additional agreement to the contract of vehicle insurance   
	143,079.16 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	107
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 31-06 of 17.11.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	1,389,518.00 roubles

	108
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 31-06 of 17.11.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	2,066,481.00 roubles

	109
	OJSC N.W.Telecom, the Russian Foundation of the History of Communications
	No. 31-06 of 17.11.2006
	V.N.Yashin - Member of the Board of Directors of OJSC N.W.Telecom and Member of the Management Board of the Russian Foundation of the History of Communications
	charitable support
	2,000,000.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Management Board of the Russian Foundation of the History of Communications
	
	

	110
	OJSC N.W.Telecom, OJSC RTComm.RU 
	No. 32-06 of 30.11.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Rostelecom), holds over 20 per cent of voting shares of the second party to the transaction (OJSC RTComm.RU).
	agency services
	-

	111
	OJSC N.W.Telecom, OJSC Svyazintek
	No. 32-06 of 30.11.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding jointly with its affiliated parties - inter-regional companies - more than 20 per cent of voting shares of the second party to the transaction (OJSC Svyazintek), holds more than 20 per cent of the Company's voting shares.
	works in ERP centralized management
	$ 567 441,49

	112
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 32-06 of 30.11.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	Additional agreement to the contract of mandatory vehicle insurance (OSAGO)
	1,197,210.84 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	113
	OJSC N.W.Telecom, ICJSC Medexpress 
	No. 32-06 of 30.11.2006
	V.N. Yashin- Member of the Board of Directors of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	insurance of corporate civil liability
	800.00 roubles

	
	
	
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Member of the Supervisory Board of ICJSC Medexpress
	
	

	
	
	
	OJSC N.W.Telecom holds over 20 per cent of voting shares of the second party to the transaction (ICJSC Medexpress)  The interest of OJSC N.W.Telecom in ICJSC Medexpress  is 34.59%.
	
	

	114
	OJSC N.W.Telecom, LLC Artelecom Service
	No. 32-06 of 30.11.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (LLC Artelecom Service).
	property sale and purchase
	5,301,186.44 roubles

	115
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 32-06 of 30.11.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	386,480.00 roubles

	116
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 32-06 of 30.11.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	1,248,453.00 roubles

	117
	OJSC N.W.Telecom, OJSC RTComm.RU 
	No. 34-06 of 15.12.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Rostelecom), holds over 20 per cent of voting shares of the second party to the transaction (OJSC RTComm.RU).
	providing services related to filling out tax returns
	307,800.00 roubles

	118
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 34-06 of 15.12.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	design and survey works
	116,879.00 roubles

	119
	OJSC N.W.Telecom, LLC GiproSvyaz North-West
	No. 34-06 of 15.12.2006
	The shareholder OJSC N.W.Telecom (OJSC Svyazinvest), jointly with its affiliated party (OJSC Giprosvyaz), holds over 20 per cent of voting shares of the second party to the transaction (LLC Giprosvyaz North-West).
	site operations
	1,372,174.24 roubles

	120
	OJSC N.W.Telecom, OJSC Kolatelecom
	No. 34-06 of 15.12.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (OJSC Kolatelecom). 
	providing a space for placing equipment
	436,820.12 roubles

	121
	OJSC N.W.Telecom, OJSC Kolatelecom
	No. 34-06 of 15.12.2006
	The shareholder of OJSC N.W.Telecom (OJSC Svyazinvest) holding more than 20 per cent of the Company's voting shares, holds over 20 per cent of voting shares of the second party to the transaction (OJSC Kolatelecom). 
	lease of non-residential premises
	257,734.26 roubles

	122
	OJSC N.W.Telecom, the State Educational Institution of Higher Professional Education - M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunication
	No. 34-06 of 15.12.2006
	A.A.Gogol - Member of the Board of Directors of OJSC N.W.Telecom and Sole executive body (rector) of the State Educational Institution of Higher Professional Education - M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunication
	lease of a part of non-residential building
	1,578,492.09 roubles

	123
	OJSC N.W.Telecom, LLC "RDPC Svyazist"
	No. 34-06 of 15.12.2006
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC "RDPC "Svyazist"
	lease of transport facilities
	5,518,122.00 roubles

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	124
	OJSC N.W.Telecom, the State Educational Institution of Higher Professional Education - M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunication
	No. 34-06 of 15.12.2006
	A.A.Gogol - Member of the Board of Directors of OJSC N.W.Telecom and Sole executive body (rector) of the State Educational Institution of Higher Professional Education - M.A. Bonch-Bruyevich Saint Petersburg State University of Telecommunication
	providing educational services on a paid basis
	34,500.00 roubles

	125
	OJSC N.W.Telecom, LLC "RDPC Svyazist"
	No. 36-06 of 22.12.2006
	G.B. Chernyak - Member of the Management Board of OJSC N.W.Telecom and Chairperson of the Board of Directors of LLC "RDPC "Svyazist"
	supplementary agreement to the Contract of asset management
	-

	
	
	
	OJSC N.W.Telecom is the only participant of the second party in the transaction (the interest is 100%).
	
	

	126
	OJSC N.W.Telecom, NPF Telecom-Soyuz
	No. 36-06 of 22.12.2006
	V.N. Yashin - Member of the Board of Directors of OJSC N.W.Telecom and the Chairperson of the Board of Telecom-Soyuz Non-Governmental Pension Fund
	additional agreement to the contract of non-governmental pension insurance
	153,108,000.00 roubles

	127
	OJSC N.W.Telecom, NPF Telecom-Soyuz
	No. 36-06 of 22.12.2006
	V.N. Yashin - Member of the Board of Directors of OJSC N.W.Telecom and the Chairperson of the Board of Telecom-Soyuz Non-Governmental Pension Fund
	additional agreement to the contract of non-governmental pension insurance
	-


X. KEY RISK FACTORS
10.1. Legal Risks
N.W.Telecom is subject to legal risks to the same extent as other organizations in the Russian Federation. N.W.Telecom pursues its business as communication operator, and does not export commodities, work, or services, therefore the legal risks related to the activities of N.W.Telecom are described for the internal market only.

Risks related to changes in currency regulation:
The risks related to changes in currency regulation are currently considered to be minimum. Due to the ongoing currency regulation liberalization policy, the risks related to changes in the currency laws are decreasing.

Risks related to changes in the customs inspection rules and customs duties:
Since some of the equipment purchased by N.W.Telecom to provide communication services are manufactured from components made outside Russia, possible changes in the customs inspection rules and customs duties may present certain risks to N.W.Telecom related to rises in prices for fixed assets to be purchased.

Risks related to changes in the laws on communication 
In 2006, new regulatory/statory documents regulating the communication business became effective. In addition, some regulatory documents were materially extended and amended. For example, Resolution No. 837 of the RF Government dated 29.12.2005 made amendments to the List of Licensable Communication Services and the List of License Terms; amendments were also made to the Rules for Provision of Local, Intrazone, Long-Distance, and International Telephone Communication Services approved by Resolution No. 310 of the RF Government dated 18.05.2005, and to the Rules of Connection of Telecommunication Networks and their Interaction approved by Resolution No. 161 of the RF Government dated 28.03.2005. Besides, the Rules of Interaction of Communication Operators with Authorized Governmental Authorities Engaged in Field Investigation Activities approved by Resolution No. 538 of the RF Government dated 27.08.2005, Requirements for the Architecture of a Public Access Telephone Network and Requirements for Traffic Passage Procedures made effective by Orders Nos. 97 and 98 of 08.08.2005, etc. became effective. Since the legislation related to communications is still under development, and the practice of enforcement of existing regulatory/statutory acts is not uniform, it is rather difficult to uniquely define the risks that may adversely affect the results of N.W.Telecom’s activities. 

Since N.W.Telecom is a natural monopoly entity, its activity is subject to governmental regulatin and control, incuding pricing regulation, which is exercised by defining the prices (rates) or their limit level.  In 2006, the Rules of Governmental Regulation of Prices for Connection and Traffic Passage Services Provided by Operators Having a Material Position in the Public Access Communication Network, and the list of services provided by operators having a material position in the public access communication network where the prices are subject to governmental regulation, approved by Government Resolution No. 627 of 19.11.2005, came into effect. Governmental regulation of charge rates for communication services provided by N.W.Telecom may in some cases lead to lower competitiveness of N.W.Telecom rates compared to the rates of competitors not subject to governmental regulation and control.

  

Risks related to the changes in the requirements for licensing of the N.W.Telecom core activity or for  licensing of the rights to use facilities whose circulaiton is limited (natural resources included) :
Under the existing laws, the core activity of N.W.Telecom is subject to licensing. The list of licensing terms is formed and annually adjusted by the Government of RF in compliance with the Federal Law on Communication of 07.07.2003. Due to the coming into effect of Resolution No. 87 of the RF Government “On Approval of the List of Licensable Communication Services and the List of License Terms” dated 18.02.2005  (as amended by RF Government Resolution No. 837 of December 29, 2005), N.W.Telecom takes steps to revise the previously issued (existing) licenses).   
Resolution No. 87 of the RF Government “On Approval of the List of Licensable Communication Services and the List of License Terms” dated 18.02.2005 (in the version of RF Government Resolution No. 837 dated 29th December 2005) established the list of names of communication services to be entered in licenses, and the appropriate lists of licensing terms. 

The licensing terms set in earlier issued licenses shall be applied in the part that does not contradict the regulatory legal acts in effect.

Understanding that the new requirements for connection of telecomunication networks and building of a public access telephone communication network, traffic passage, services of local, intrazone, long-distance, and international telephone communication, and mobile communication services will materially affect fulfillment of some of license terms contained in the licenses issued before January 1, 2004, N.W.Telecom applied to Rossvyaznadzor in November 2005 for amendments to/revision of the existing licenses, including the licensing terms.

For instance, the licensing terms of the following licenses were amended:

· No. 23227 Local and intra-zone telephone communication services;

· No. 24459 Mobile radiotelephone communication services
· No. 22791 Telematic services;
· No.30205 Mobile radio communication services in the 450 MHz band (IMT-MC450 technology)

· No.23224 Leasing out communication channels;

· No.32240 Provision of communication services for cable broadcasting

· No.24658 Broadcasting of sound programmes over the wired radio network  

· No.22792 Provision of data transmission services;

· No.23226 Telegraph communication services 

The terms of acitivity under other licenses of N.W.Teelcom do not contradict to the regulatory requirements, and did not require amendments.

Risks related to changes in the tax regulation:
The risks related to possible changes in the tax regulation are currently considered as standard risks for usual business activity of N.W.Telecom. However, the Russian tax legislation allows for various interpretation of its norms in some cases. Due to this, the tax authorities may take a stricter stand in interpeting the tax legislation. As a result, it is possible that transactions and activities that have not been challenged before may be challenged. Considerable additional taxes, penalties, and fines may be charged. Tax inspections may be applied to the three calendar years immediately preceding the year of review. 
N.W.Telecom generally interpretes the law provisions correctly, and it is highly probable that N.W.Telecom will retain its current position in terms of tax legislation requirements. On the other hand, it is equally probable that in certain cases of interpretation of legal requirements and calculation of the appropriate tax liabilities, N.W.Telecom has taken a stand that may be later considered by governmental fiscal authorities as lacking sufficient grounds. 
Risks related to ongoing trials involving N.W.Telecom
N.W.Telecom is the defendant in a number of arbitration trials.  However, in the opinion of the Company’s Management, the results of these trials will not have any material impact on the Company’s financial standing. The only exception is the trial going on at the Arbitration Court of Moscow by application of N.W.Telecom claiming invalidation of Decision No. 14 to find a taxpayer (or duty payer, or tax agent)  tax answerable for a tax offence of 08.12.2006. This resolution was passed by the Interregional Inspectorate of the Federal Tax Service of Russia for largest taxpayers based on the results of a field tax audit to review correctness of tax calculation and payment by N.W.Telecom in 2003-2004. N.W.Telecom was after-charged RUR 436,316,863.49 as taxes, RUR 77,111,045.42 as interest for default, and RUR 70,165,409.35 as penalty. The total of the taxes, interests for default, and penalties charged as a result of the audit was RUR 583,593,318.26.  
The Company believes that the tax authority had no legal grounds for such after-taxation and default interest and penalty charging, and that the Arbitration Court of Moscow, upon review of the claims presented by N.W.Telecom, will give a judgment confirming the validity of the actions of N.W.Telecom.
10.2. Key Economic Risk Factors

The financial policy of N.W.Telecom oriented at higher capitalization, higher solvency, improvement of credit ratings, and lower costs of borrowing, is base don the following principles:

1. Transparent and consistent financial policy.

2. Improvement of the financial standing to the level of the best international analogs.

3. Diversification of funding sources.

4. Higher efficiency of circulating assets management.

5. Implementation of the financial risk management policy.

In its financial ctivity, N.W.Telecom pays special attention to main financial risks management. One of the basic tasks in financial risk management is definition and reduction of refinancing risks, interest risk, and currency risk.  To reduce possible losses in case of unfavorable scenarios of financial market trends, N.W.Telecom develops management policies for appropriate risks, and reduces the size of potential losses by using a system of risk level identification and control and liability structure targets. 
As of the end of 2006, the debt burden of N.W.Telecom is at a moderate level, the net debt/EBITDA ratio being 1.43. The debt structure features are a relatively short repayment period of 1.75 years (including the 100% offer for the 3rd bonded debt), or 2.39 years (less the 100% offer for the 3rd bonded debt). In pursuing its business, the Company intends to build its liabilities portfolio evenly distributing its short-term, medium-term, and long-term instruments. The target average debt duration of N.W.Telecom, new investments included, is defined as 2.5 years, which corresponds to international practice. Maintaining the duration within this range will enable the Company to build a credit portfolio with a low refinancing risk.  
In order to reduce the refinancing risk, N.W.Telecom also takes steps to maintain the current liquidity level, to ensure free crediting limits with commercial banks, and to build its liability portfolio with an even servicing schedule. N.W.Telecom has defined the current liquidity level of 1.0 as its target. The current liquidity ratio was 0.7 by the end of 2006, which meets the restrictions provided by the terms of effective credit agreements. 
Commercial banks have opened sufficient free credit lines for N.W.Telecom. As of the end of 2006, 10.249 billion roubles of confirmed bank credit limits was available for drawing. Therefore, the refinancing risk is estimated as moderate for the Company.
As interest rates are highly volatile on the Russian and international financial markets, N.W.Telecom is subject to a risk of possible losses in case of an increase in the financial liabilities servicing costs.  N.W.Telecom finds it advisable to use both fixed interest rate instruments and floating interest rate instruments where the servicing costs are set for a certain interest period based on market rates (Libor, Euribor).  
N.W.Telecom also intends to borrow in roubles at interest rates to be set on the basis of indicators of credit resource value on the Russian financial market (such as MosPrime). For instance, in the 4th quarter of 2006, the Company signed the following contracts: 
· to a total amount of RUR 800,000,000 – with CJSC Reiffeisen Bank at the MosPrime rate of 3M+2.3% per annum,

· to the amount of RUR 500,000,000 – with CJSC ING Bank (Eurasia) at the MosPrime rate of 3M+2.4% per annum.

The use of such instruments enables extension of the borrowing period on the existing market, and expansion of the range of potential investors. N.W.Telecom finds that an interest risk with the proportion of liabilities with a floating interest rate of about 40% of the total liabilities is acceptable.  As of the end of 2006, the proportion of such liabilities did not exceed 20% of the total debt. 
The principal of the active debt in the amount of 61% as of the end of 2006 was formed by using such public instruments as bonds.  The proportion of conditionally public debt is 17.5%, and the proportion of non-public debt, about 21.5%. The Company has an experience in attracting international syndicated credits, and may use other instruments of conditionally public debt (CLN, bills etc.). 
The target structure of the debt is determined by the following structure of debt instruments:

· public debt, 55%;
· conditionally public debt, 25%;
· non-public debt, 20%.
Nearly all of the proceeds of N.W.Telecom are denominated in roubles. The bulk of the Company’s expenses is also denominated in roubles (including those related to purchase of imported equipment from Russian suppliers). Therefore, to reduce possible losses from currency exchange rate variations, most of the borrowed funds is also drawn in the Russian currency.
With regard to its high credit scores and favorable credit history, N.W.Telecom has ways of access to Western markets today to borrow funds.  Moreover, the potential borrowing parameters (amounts and dates) on the international market are much more favorable compared to the resorces of the Russian financial system. 
In addition, application by N.W.Telecom to international financial markets enables establishing a public international credit history, which ensured sources for the Company’s future development that are optimal intheir size, duration, and costs.

The key financial instruments in currency borrowing are:

· Non-public debt:
· Commodity credits (credits by equipment suppliers)

· Bank credits
· Leasing.
· Conditionally public debt:
· CLN (credit notes)
· International syndicated credits 
· Promissory notes.
· Public debt: 
· Eurobonds
· Other liabilities related to public debt.

Receiving proceeds that are denominated inroubles, and borrowing funds denominated in foreign currencies, N.W.Telecom accepts the risk of the rouble amount of payments under the appropriate liability growing with the growth of the currency’s exchange rate against the rouble (opens a short position for this currency). Thus, we face the task of limiting and minimizing possible adverse effects from a drop of the rouble’s exchange rate against the currencies in which the company’s liabilities are denominated, i.e. currency risk hedging. 
The choice of a current risk hedging option is based on analytic predictions considering the following essential factors and organizational procedures:

· comparison of the efficient servicing costs of borrowed currency funds (hedging costs included) plus their interest rate and debt instrument denominated in roubles and comparable in structure, size, and dates; 

· orientation to the best hedging transaction terms as may be found on the current market, based on the tendering approach;

· use of tax preferences and exemptions as provided by the law to cut down the effective costs of borrowing (the hedging costs included).

In September 2006, in order to insure against possible losses due to an increase in the RUR/EUR exchange rate, and as part of the program of management of currency risks related to obtainment of a syndicated credit of 50 million Euros, N.W.Telecom entered into a hedging transaction with CJSC CB Citibank to the total amount of 11,759,000 Euros at the uniform forward rate of RUR 34.73/EUR.
A supply forward was selected as the hedging instrument, with its value dates defined in accordance with the repayment schedule of the principal debt and the total interest accrued under the syndicated credit.  The hedged amount consists of 10 million Euros as the principal debt, and EUR 1,759,000 as the interest accrued for the entire period of validity of the syndicated credit, based on the bank margin of 2% per annum. This transactionhelped N.W.Telecom to partly insure against unfavorable variations of the RUR/EUR exchange rate, and thus against an increase of the total borrowing cost.
It is considered advisable to borrow in foregin currencies if the effective currency cost of servicing of such borrowing (the hedging costs included) is lower than the the costs of borrowing of rouble debt instruments similar in size, dates, and structure.

With regard to the current financial/business standing of N.W.Telecom, and its medium-term development plans providing for investments in the telecommunication netwrk updating and expansion, the Management of N.W.Telecom believes that the risk with the proportion of open-position currency liabilities in the total financial debt not exceeding 25% is acceptable. As of the end of 2006, the Company has a relatively low currency-risk open position not exceeding 17%. 
In the reporting periods, N.W.Telecom made investments in accordance with the main lines defined by the Board of Directors for the current year and enabling implementation of the whole set of diverse tasks faced by the Company, namely,

· achieve the number capacity commissioning targets,

· develop new hi-tech and highly profitable services and offer them on the basis of digital exchanges,

· reduce the queue as much as possible, 

· fulfill the social commitments of the Company, 

· maintain the existing network structure in a good working order, and develop the infrastructure,

· ensure the financial payback at a rate sufficient to cover the operating and interest costs and to ensure a rate of return necessary for annual growth of the equity rate of return. 
The total investment of 2006 was RUR 5,011,920,000, whichis within the investment limts set by the Management of N.W.Telecom based on the general financial indicators of the Company’s business. 

The capital investment of 2006 was funded using both own and borrowed funds. The own funds allocated to investment activities amounted to RUR 3,101,720,000, of which: 
· RUR 2,501,590,000 – depreciation (49.91%)
· RUR 600,130,000 – profits of prevoius years (11.97%). 
Investments in the amount of RUR 838,260,000 (16.73%) were funded from bank credits. In addition, RUR 1,071,950,000 raised from corporate bonds issue was allocated to investments. The fixed assets obtained free of charge, in the amount of RUR 5,280,000, make 0.11%. The total scope of use of N.W.Telecom's own assets for investment activities was 61.89%.
10.3. Risk Management in OJSC N.W.Telecom

Risk management in N.W.Telecomis regulated by the Provisions on Risk Management approved by the Board of Directors on December 15, 2006.

The purpose of functioning of the Company’s risk management system is to reduce the probability of events that may cause losses.

The Provisions on Risk Management define the responsibilities of the Company’s risk management system, and the levels of the risk management system and their respective responsibilities.

N.W.Telecom’s employees are on the Work Team of OJSC Svyazinvest, which has started working on a project named “Development of an Integrated Risk Management System”. Within the framework of the project, a uniform concept of integrated risk management system for all of the holding’s companies will be formulated. 
In accordance with the uniform concept of integrated risk management system for all of the holding’s companies, amendments to the Provisions on Risk Management of N.W.Telecom will be initiated if necessary, and bulding of the company's risk management system will be continued.

XI. WORK WITH THE PERSONNEL 

11.1. Labour and Wages
In 2006, the activities of the Company in the field of labor and wages were based on the following fundamental principles:

· formation of a systematic approach to the salary system, use of a uniform salary and award system to maintain balance between the employees’ and the employer’s interests;

· differentition of remuneration according to the job complexity, hierarchy, working conditions, regions where units are located;

· commitment to keep the average monthly salary in the presence regions at not less than 4 subsistence minimums and take at least the 3rd place in the average salary rating of key industries;

· monitoring trends on the labor markets as well as the competitors’ activities in order to timely adjust the personnel policy;

· building an award system ensuring a balance between collective, coroporate and individual goals and objectives and allowing to attain them;

· development of a system of non-financial rewards understood as the recognition of merits otherwise than in the money equivalent (governmental awards, honorary diplomas, commendation letters, contest prizes);

· development of N.W.Telecom’s social programs: social benefits and social protection program (medical insurance, insurance against injuries, non-governmental pension plans);

· ensuring principles of economic expediency, sufficiency and joint responsibility of the employees and the employer in determining and financing social programs.

During 2006 the Company worked on the transition to the uniform salary and award system. As part of the “Creation of the Personnel Management System Model Oriented to the Use of Automated Management Tools for Svyazinvest Enterprises” project, work was done during the second half of the year to prepare drafts of standard regulation documents of the salary and award system. The salary documents effective at the Company (Salary Provisions, Collective Agreement) will be subsequently amended by the standard regulation documents.

The existing salary system of N.W.Telecom is a set of interrelated elements and steps regarding determination and payment of remuneration to each employee in accordance with the job complexity, working conditions and skills, remuneration to each employee for job achievements (awards), compensations and benefits as part of employee social security programs (social package) and is to the maximum possible extent close to the designed regulation documents of the unified salary and award system of the Svyazinvest group of companies.

In the past year, N.W.Telecom paid remuneration and provided social benefits to employees in accordance with the Collective Agreement for 2006-2008 approved by Resolution of the Employee Conference on November 18, 2005, effective from January 1, 2006, and local normative acts: Salary Provisions developed at each branch and the General Directorate on the basis of the Model Salary Provisions approved by the N.W.Telecom Managing Board on October 11, 2005. The Collective Agreement for 2006-2008 applies to the relations between the employees and the employer at all N.W.Telecom branches.

In accordance with the Model Salary Provisions, the structure of total remuneration is as follows:

· base salary;
· extra pays taking account of job specificity and remuneration in special cases;
· quarterly, monthly performance awards;

· annual performance awards;

· one-time awards;

· financial aid.

The resource for raising average salary at the units is the salary fund for the employees made redundant as the result of staff reduction measures under the staff optimization program started in 2005. In 2006 the average number of employees was 26,777, 16.3% (or 5,202 employee) down as compared with 2005 (31,979 employees).

Fig.5. Changes in the average number of employees in 2006 by the branches.
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In the process of reorganization, the total number of centers and units was further reduced with the centralization of management functions (legal, financial and economic, accounting, personnel management, safety, information technologies, logistics, mobilization preparation, emergencies and civil defense). New efficient technologies were introduced. Unprofitable communications units were closed, optimal working schedules of customer units were introduced with a relevant staff reduction. The number of employees engaged in auxiliary activities was reduced and outsourcing practices were used. As the result of outsourcing, the following activities were terminated and transferred to other organizations: publishing, medicine and health, cleaning, utilities, telegram delivery. Staff was also reduced due to a rise in the digitalization level and change of service technologies.

One of the purposes of staff optimization in 2006 aimed at improving the competitiveness of OJSC N.W.Telecom as an attractive employer on the labor market was the preparation of the base for increasing the share of the base salary with the simultaneous reduction in the list of extra pays. At most branches, the minimum base salary was equal to 1,500 rubles (at the St. Petersburg branch, 2,100 rubles; at the Komi and Novgorod branches, 1,700 rubles). The structural changes in the salary fund are incomparable with the year 2005 due to a significant reduction in the number of employees. The share of the base salary in the total salary fund rose by 2.9%, the share of all other payments fell by 0.3%, the share of financial aid to employees fell insignificantly (by 0.3%). The share of awards from all sources reduced by 2.2% because the salary fund for the employees made redundant was used mainly for raising base salaries. During 2006, base salaries were raised for the most employees at branches: from January 1, 2006 at the Arkhangelsk branch by 19.6%, at the Komi branch by 19,4%; from July 1, 2006 at the Leningrad Regional branch by 10%, at the Pskov branch by 18%. At other branches, base salaries were increased selectively in accordance with management decisions, if financially possible, from the salary fund of employees made redundant.

Fig.6. Salary fund structure
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The growth of operating incomes, cost optimization, improvement in the organizational structure of branches and staff optimization made it possible to raise salaries for the N.W.Telecom employees. The average monthly salary of employees on the payroll in 2006 rose by 20.1% as against the past year to 16,599 rubles, as compared with 13,823 rubles in 2005, while the salary fund rose only by 0.5%.

Table 11. Number and salary of N.W.Telecom employees

	Metrics
	Unit of measurement
	2005 actual data
	2006 actual data
	Change, %
	2007 target
	Change, %

	Total average number of employees
	persons
	31,979
	26,777
	83.7%
	26,529
	83.0%

	Including:

	Average number of employees on the payroll
	persons
	31,647
	26,596
	84.0%
	26,372
	83.3%

	Average number of outside persons having a plurality of jobs
	persons
	87
	31
	35.6%
	33
	37.9%

	Average number of persons working under civil contracts
	persons
	245
	150
	61.2%
	124
	50.6%

	Total salary fund
	thousands of rubles
	5,304,712.7
	5,333,740.2
	100.5%
	5,114,523.7
	96.4%

	Including:

	Salary fund for outside persons having a plurality of jobs
	thousands of rubles
	5,996.2
	2,981.2
	49.7%
	3,180.4
	106.7%

	Salary fund for persons working under civil contracts and not on the payroll
	thousands of rubles
	58,695.6
	53,484.2
	91.1%
	57,607.7
	107.7%

	Average monthly salary of employees on the payroll
	rubles
	13,798
	16,535
	119.8%
	15,969
	96.6%

	Average salary 
	rubles
	13,823
	16,599
	120.1%
	16,066
	96.8%

	Including:

	Managers
	rubles
	39,118
	54,026
	138.2%
	X
	X

	Specialists
	rubles
	14,705
	16,994
	115.6%
	X
	X

	Office workers
	rubles
	10,790
	13,306
	123.3%
	X
	X

	Manual workers
	rubles
	9,513
	11,242
	118.2%
	X
	X

	Total social payments
	thousands of rubles
	470,480.2
	262,139.9
	55.7%
	276,813.7
	105.6%

	Social payments to employees on the payroll
	thousands of rubles
	431,365.9
	235,429.8
	54.6%
	135,872.4
	57.7%

	Social payments to outside persons having a plurality of jobs


	thousands of rubles
	41.5
	39.8
	95.9%
	0.0
	0.0%

	Social payments to persons working under civil contracts and not on the payroll
	thousands of rubles
	39,072.8
	26,670.2
	68.3%
	140,941.3
	528.5%

	Average monthly income of employees on the payroll
	rubles
	14,934
	17,273
	115.7%
	16,399
	94.9%


11.2. Improvement in the management structure

The improvement in the management structure in 2006 was aimed at buiding a transparent business decision-making system, making the Company more manageble. This was the reason for organizing the branch structure according to the functional principle, which allows not only to optimize the forms and methods of crossfunctional interaction and avoid replication of some functions, but also to reduce the levels of management hierarchy. The Company reorganization was carried out according to the following:

· systematic approach (management continuity, comprehensive solution of strategic matters),

· unification (uniform approaches to the formation of organizational structures, names of structural units),

· centralization (optimization of business processes, creation of centralized units for the implementation of uniform management policies),

· removal of secondary business (outsourcing for some functions).

To organize an efficient interaction between the Company and its shareholders, ensure that the bodies and officers of the Company observe procedures guaranteeing the implementation of the shareholders’ rights and interests, the institute of the Corporate Secretary of the Company was established. To implement modern management approaches aimed at developing corporate relations within the Company, form an efficient teamwork, ensure a constructive dialogue with the major shareholders, maintain the positive reputation of OJSC N.W.Telecom, minimize risks and prevent crisis situations, the corporate relations unit headed by the Deputy General Manager Corporate Relations was formed.

The necessity of continuous improvement in the quality of information services, creation of new functionalities, enhancement of manageability with cost reduction, together with the introduction of a number of general corporate information systems (ORACLE EBS, unified АСР, prebilling system) were in fact the reasons for the IT unit centralization on the level of N.W.Telecom General Directorate. Thus, with the objective of forming a unified informational space of the Company (integration of all existing and newly introduced information systems on the interregional level) the position of the Deputy General Manager – IT Director in charge of strategy, introduction and operation of software and hardware was introduced in the structure of the General Directorate.

The comprehensive approach to organizational changes supposes improvement in the whole vertical structure of management. The centralization of core functions, started on the level of the General Directorate, was logically continued on the level of regional branches. Thus, as the result of implementation of the functional principle of organizational structure started by the branches, the number of the branches’ structural units (electrical communications centers) was reduced by 10%. In 2006, the N.W.Telecom staff was reduced by 16.3% to an average of 26,777 employees.

Serious changes in the outside environment, high competition on the communications market are unique challenges for the Company. The key objective is to build an efficient organizational structure ensuring the most complete and stable attainment of end goals of the management system with relatively lower expenses on its functioning. Therefore, the organizational structure optimization will be continued in 2007.

From April 1, 2006, new uniform names of the Company’s branches were introduced in accordance with the Decision of the N.W.Telecom Board of Directors, Minutes No. 19-01/37 (05) of December 23, 2005.

Fig.7. Organizational Structure of OJSC N.W.Telecom (introduced starting from 01.04.06)

11.3. Human Resources Management

In 2006, the human resources management was carried out in accordance with the Human Resources Management Concept The purpose was to timely provide the units with skilled staff, organize efficient work of employees, better use the employee potential, keep human resources documentation in strict accordance with labor legislation, better interact with the trade unions, handle training issues and form a personnel reserve.
In 2006, the Company successfully put into industrial operation the ERP system Oracle E-Business Suite Release 1, “Personnel and Time Records” unit. The introduction of the Master System Release 1 made it possible to uniform the personnel documentation and reports, create a unified base. As part of the Project, distance training and testing of end users in the “Personnel and Time Records” unit were organized and carried out. During the year, the human resources management staff entered required personnel data in the program; the program operates in the real-time mode. At December 31, 2006, 906 employees workined in the “Personnel and Time Records” unit of the Master System Release.

An analysis of the Company personnel by the number, job categories, education, age, personnel flow was carried out on the quarerly basis during 2006.

At January 1, 2007 the Company has a staff of 26,777 employees (847 less than in the beginning of the year).

In 2006, the Company hired 2,530 employees, including: 82 managers, 903 specialists, 16 office workers, 1,529 manual workers. 3,377 employees were terminated. 62.3% of them resigned because of finding another job.

The number of employees by categories is as follows: 1,806 managers (6.7% of the total staff), 11,526 specialists (43.2 %), 126 office workers (0.4 %), 13,334 manual workers (49.7%).

The Company’s employees have a high educational level: 7,749 (28.9%) employees are university graduates, 7,504 (28%) employees have secondary professional education, 42 employees have the Candidate’s degree and 1 employee is a Doctor of Sciences.

The age structure of the staff is stable: 10,717 employees are under 40 years, 6,877 employees are aged 50 years or over.

As measures were taken during the year under review to optimize the staff structure and number, much attention was given to the retention of highly skilled employees. The number of employees at the Company was optimized, taking into consideration the process and functionality changes and assignment of secondary business functions on the outsourcing basis. Employees were made redundant in accordance with the RF Labor Code and with financial support for the payment of additional compensations in accordance with the effective Collective Agreement. These measures had a positive effect on the qualitative and quantitative structure of the branch’s personnel.

During this year, the qualitative structure of the personnel improved: the number of managers fell by 49 persons, the number of employees with higher education increased by 202 persons, the number of unskilled workers fell by 17%.

When filling vacancies, preference is given to internal candidates. As the rule, specialists are hired on the contest basis, subject to the age (up to 35 years) and other criteria. The main objective is to attract both promising employees as well as ready professionals. The Company practices personnel rotation, which allows to acquire new professional skills or find management skills for the personnel reserve. During the temporary rotation period (fulfillment of duties of a temporary absent principal employee, as a rule, with higher skills or fulfillment of duties of the unit manager) the employees get adapted to the new position.

The qualitative structure of the personnel depends on the selection of candidates, development and evaluation of employees. The human resources managers pay special attention to the selection of candidates for vacancies, using internal resources of the “CV bank”, internal transfers, outside search and selection of candidates through recruiting agencies. Candidates for vacancies are selected on the basis of a careful evaluation of professional and personal qualities. The candidates for vacancies are evaluated on the all-round basis: according to the results of professional interviews with the human resources manager and relevant unit manager.

Much attention is given to the improvement of the labor and production discipline, compliance with in-house work rules. Disciplinary actions are promptly taken in respect of the offenders.

In 2006, the Company continued its activities for including N.W.Telecom employees in the non-governmental pension programs. In connection with changes in the Provisions on Nongovernmental Pensions for N.W.Telecom Employees, large-scale explanatory work was organized in order for the company employees to select pension schemes. As the result, 15,021 employees concluded nongovernmental pension contracts for scheme No. 2, which makes up 56.06% of employees on the payroll. During the year, non-governmental pensions were granted to 786 former employees of the Company. By the end of 2006, 7,052 former employees were members of the nongovernmental pension fund “Telecom-Soyuz”.

The performance evaluation of each employee, evaluation of his skills, professionalism and contribution is not unimportant. The Company widely practices non-financial rewards, including various forms of training, career guidance, holiday greetings. The Company management pays much attention to such motivation element as the recommendation of best workers for company and industry awards. In 2006, the title “Communications Master” was awarded to 58 employees, 10 employees were decorated with the badge “Honorary Radio Operator”, 1 employee was awarded the Honorary Diploma of OJSC Svyazinvest, 119 employees were awarded the Honorary Diploma of OJSC N.W.Telecom and 22 employees received the Commendation from the General Manager.

The training system at N.W.Telecom is based on the Human Resources Management Concept in accordance with the strategic objectives of the Company and the following priority areas:

· New equipment and technologies;

· Marketing and sales organization;

· Control of changes;

· Team-building activities.

In 2006, training was provided to 7,206 employees, or 1/5 of the staff. 21% of them were managers. 185 N.W.Telecom employees completed refresher / advanced training courses in 2006. The average expenses per employee amount to 6,926 rubles.

The following training programs were implemented for the Technical specialists: “Multiservice Networks”, “Operation of Siemens Equipment”, “Operation of Juniper Equipment”, “Building ADSL Broadband Internet Access Network”, “NGN Introduction”, “Operation of DWDM Systems”.

Distance training was provided to 604 employees in 2006 in the process of implementation of the “Oracle E-Business Suite Release 1” project.

“Operating Management” and “Top Managers Development” programs were completed under the concept of centralized training. The purpose of training was to acquire knowledge in the field of modern management methods, develop a client-oriented approach and leadership qualities with the managers. The programs are intended to help managers expand and refresh professional knowledge and improve management skills. Each program consisted of 5 modules covering basic areas of management practice.

The highest percentage of trained employees was reported at the Novgorod branch (51.2 % of employees on the payroll) with the average percentage of 28%. The lowest percentage was at the Kaliningrad branch (13 %). At the General Directorate the percentage of trained employees was 56% due to the implementation of large-scale programs (“Target Management”, 46 persons; “Efficient Conference”, 30 persons; “Training and Evaluation of Vehicle Safety Executives and Drivers”, 27 persons) and participation in the OJSC Svyazinvest activities the expenses on which are referred to training accounts.

In 2006 the Company’s employees received training at training companies, specialized higher educational institutions as well as instruction centers: Prof. M.A. Bonch-Bruevich St. Petersburg State Telecommunications University, St. Petersburg State University, Training and Scientific Center “Sodeystviye”, Non-Governmental Educational Institution “Resonance”, Non-Governmental Educational Institution “St. Petersburg Electrical Communications Center”.

Human resources and an efficient training system enable the Company to continue its successful performance on the communications market under the conditions of increasingly tough competition.

The human resources management strategy is intended for the achievement of long-term goals of OJSC N.W.Telecom, such as the consolidation of competitive advantages on the developing market and efficiency improvement. The objectives for the year 2007 are as follows:

· Enhance the manageability;

· Form the “preferable employer” image;

· Contribute to a greater efficiency;

· Contribute to building a customer-oriented Company.

XII. SOCIAL RESPONSIBILITY

12.1. Social aspects of the human resources policy

The N.W.Telecom social security system is an integral part of the Company’s social responsibility. The social security system includes compliance with labor legislation in the process of implementation of the salary system and provision of social benefits; voluntary medical insurance; non-governmental pension benefits; provision of tickets for the recreation and sanatorium and resort treatment of employees and their family members; payment of financial aid; compensatory payments to employees terminated because of redundancy; payment of tuition fees etc.

In 2006, the social security of N.W.Telecom employees was provided on the basis of:

· Collective Agreement for 2006-2008 approved by Resolution of the Employees Conference dated November 18, 2005, effective from January 1, 2006;

· Local normative acts – Salary Provisions developed at each branch and the General Directorate on the basis of the Model Salary Provisions approved by the N.W.Telecom Managing Board on October 11, 2005, Collective Agreement and Sectoral Tariff Agreement;

· Provisions on Interest-Free Loans to N.W.Telecom Employees approved by the N.W.Telecom Managing Board on February 25, 2005;

· Provisions on the Acquisition, Distribution and Issue of Tickets for Sanatorium-Resort and Health-Improving Treatment for the Employees of Branches.

The social security system of OJSC N.W.Telecom is determined by the following:

1. Compliance with labor legislation is the necessary condition for the attainment of a major business objective, optimization of personnel expenses, an integral part of the “Increasing Efficiency of the Company” program.

2. The interest-free repayable loans under loan agreement compensate the employees’ expenses on medical treatment, everyday needs, education, including education of children etc.

3. The voluntary medical insurance of employees was carried out under a single contract with CJSC “Medexpress”. The contract provides a wide range of medical service programs for the North-West Federal District. The voluntary medical insurance is provided to 100% of N.W.Telecom employees.

4. The insurance against injuries was provided under a contract with CJSC “Medexpress”. The contract covers 7,754 employees (about 28% of employees on the payroll).

5. The compensatory payments to employees terminated as the result of reduction in the number of employees and staff (severance pay, payments of average monthly earnings while the employees made redundant are unemployed, payments by the agreement between the parties) within the framework of the staff optimization program were made in strict accordance with effective legislation, additional payments were made to terminated employees on the basis of the effective Collective Agreement.

6. Financial aid was provided to employees for social security purposes on the basis of the Collective Agreement. The structure of financial aid is as follows:

· 50% of the base salary for the annual vacation;

· financial aid in case of death of the employee;

· in other justified cases.

The employees who retired from the branch were granted financial aid on the occasion of the Communication Worker’s Day, Aged People’s Day and the New Year’s Day as well as a compensation equal to 50% of the cost of apartment telephone installation and telephone subscription fee.

7. The non-governmental pension plans were provided on the basis of the contract with the non-governmental pension fund “Telecom-Soyuz”. During the year, the non-governmental pension was granted to 786 former employees of the Company. At the end of 2006, 7,052 former employees of the Company participated in the non-governmental pension fund “Telecom-Soyuz”. To improve the social security, activities were started in 2006 for the transition to non-governmental pension scheme 2 and 56% of employees were covered by the new contract conditions by the end of 2006.
8. Tickets for recreation and sanatorium and resort treatment were provided on the basis of Provisions on the Acquisition, Distribution and Issue of Tickets for Sanatorium, Resort and Health-Improving Treatment for the Employees.

The year 2006 was a stage in the transition of the Company to the new salary and reward system. Significant work was done for the unification of the structure of social benefits and payments.

Table 12. Actual expenses (budget) on the implementation of the social security system at OJSC N.W.Telecom
 in 2006
	Expenses Item
	Expenses, thousand roubles

	Insurance payments (contributions) paid by the organization under voluntary medical insurance contracts for employees and their family members, contracts for insurance against injuries
	110,198.0

	Contributions paid by the organization under voluntary pension insurance contracts
	89,564.3

	Vacation benefits
	89,724.6

	Financial aid for family reasons, tickets for recreation and sanatorium and resort treatment
	83,781.6

	Severance pay upon employment termination; amounts paid to employees terminated in connection with the reorganization or liquidation of the organization, reduction in the number or staff of employees
	31,321.2

	TOTAL:
	404,589.7


12.2. Social projects for the public

N.W.Telecom’s social investments are intended for both internal and external social programs and are an integral part of the corporate policy of the Company. Recognizing that business must develop in the interests of the whole society and must improve living standards, the Company implements a number of socially significant national projects and social programs.

In 2006 OJSC N.W.Telecom started to provide multipurpose telephone services as part of the federal project “Introduction of Multipurpose Communications Services”, winning the contests for the right to provide multipurpose services in the Kaliningrad, Arkhangelsk, Vologda Regions, Nenets Autonomous District, Republic of Komi. The institute of multipurpose telephone services, created to deal with the problem of telephone facilities installation in difficult areas and to ensure access to information communications for all citizens of Russia, is a timely a reasonable solution.

In 2006 OJSC N.W.Telecom installed 1,891 payphones in 1,862 little-populated settlements in the Arkhangelsk and Kaliningrad Regions, investing 282.5 million rubles in the project.

In the course of implementation of the priority national project “Education” in 2006 N.W.Telecom provided Internet access for 1,471 general educational institutions in the North-West Federal District. The Company performed works for the organization of virtual communications channels from educational institutions to the regional access units of OJSC “RTComm.RU”, 24h use and maintenance of these channels, installation and adjustment of terminal equipment at schools.

The active social policy of the Company in the regions during the year was enhanced by the Agreements signed between N.W.Telecom and the Governments of regions in the North-West Federal District. These Agreements provide for coordination of the parties’ efforts for the development of telecommunications infrastructure in the North-West Federal District and facilitate the involvement of remotest areas in the unified information and communications space of Russia. The implementation of projects under these Agreements contributes to the creation and development of up-to-date communications and maximum satisfaction of the demand for the services provided. 

In its sponsorship and charitable activity the Company is committed to support such areas of social life as education, culture, sports as well as to support underprivileged groups of population.

The charitable activity is coordinated and related expenditures are supervised by the N.W.Telecom Donation, Sponsorship and Charity Commission. All requests to the Company are carefully considered and a competent decision is made in each individual case.
All branches of N.W.Telecom are actively engaged in charities. These activities are focused on target aid to sponsored organizations most of which are children’s homes: orphanage No. 3 of Syktyvkar, children’s home of the village Sedlovschina, Marev District, Novgorod Region, A.A. Katolikov Agricultural Boarding School in the Republic of Komi etc. In St. Petersburg, as a member of the board of trustees of K.K. Grot boarding school No. 1 for blind and sight-impaired children, N.W.Telecom financed the repairs of stairways and fences in the school in 2006.

N.W.Telecom conducts an active social policy aimed at supporting Russian sports and propagating healthy lifestyles. In 2006, N.W.Telecom participated in the Federal Target Program “Let’s Make a Gift of Stadium to Children” launched by the All-Russian Public Organization “Russian Football Union” for the purpose of creating and reconstructing football fields with artificial cover in different Russian regions. Allocating money for the construction of a stadium in Pskov, N.W.Telecom participated in the program for the development and popularization of football in Russia. The creation of a football field with artificial cover on the territory of the Highest Sports Mastership School in Pskov is very important for the region and is an integral part of measures for creating conditions for mass athletic activities.
XIII. DATA ON THE COMPANY'S PARTICIPATION IN OTHER COMPANIES
Table 13. Data on the Company's participation in other companies

	No.
	Organization
	Basic areas of business 
	Share in company's authorized capital in %
	Contribution in the authorized capital, thousand roubles 
	Basic indices of the performance

	
	
	
	
	nominal
	actual
	Number of subscriber lines
	Proceeds, thousand roubles
	Net profit, thousand roubles

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	1
	LLC "Novgorod Datacom"
	Data transmission services; telematic services; voice communication services of telematic data transmission services
	100
	350
	68007
	22,799
	68733
	7050

	2
	LLC "Parma Inform"
	Telematic and data transmission services
	100
	100
	100
	0
	88905
	16706

	3
	OJSC "Kolatelecom"
	Broadband cable TV services
	50
	75
	75
	5374
	52757
	(761)

	
	
	  users:   - cable TV
	
	
	
	
	
	

	
	
	              - Internet
	
	
	
	4214
	
	

	4
	ZAJ "Parma Telecom"*
	Provision of local, long-distance and international telephone communication services
	34.18
	34.18
	34.18
	0
	0
	0

	5
	CJSC "WestBaltTelecom"
	Local, long-distance and international telephone communication services, Data transmission services, Telematic services
	28
	11343
	11343
	36436
	217757
	50843

	6
	CJSC "Octagon Technologies"** 
	General construction works – electric and radio communication
	26.4
	2218
	2218
	0
	0
	0


(*) is being liquidated 

(**) inactive company
Brief Description of the Operation of the Organizations Based on the Results of Work in 2006 with Important Facts of the Participation in the Year under Report   
LLC Novgorod Datacom (100% in the authorized capital)

LLC Novgorod Datacom ensures the provision of telematic services (e-mail, access to information resources, file transmission, voice information transmission) and, besides the "traditional" services (dial-up and dedicated Internet access), actively develops such new areas as: IP-telephony and accompanyng services (the city Intranet network and telecasting via broadband channels). In 2006 the company was conducting active advertising and information policies, which resulted in the company securing in a position of a progressive provider of telecommunication services that keeps developing steadily. In 2005 the company earned proceeds to the amount of 68,733 thousand roubles.
LLC Parma-Inform (100% in the authorized capital)

LLC Parma Inform is a data transmission network and telematic services node operator working in the Republic of Komi. The basic clients are big business, small business and budgetary organizations. In 2006, the Company began providing the new service “home networks” (under the Metro network brand). The company's key financial indices of the year 2006 show a sustainable growth. The proceeds are 88,905 thousand roubles, which is 34 % higher than this index for the previous year, the net profit is 16,706 thousand roubles, which is 42 % higher than the index for the previous year.

In 2006, N.W.Telecom’s stake in LLC Parma Inform was increased from 50 % to 100 % by means of corporate procedures relating to the withdrawal of the second participant from the company.

OJSC Kolatelecom (50% in the authorized capital)

In 2006, broadcasting and telecasting via the cable TV network became the basic area of OJSC Kolatelecom's activities, besides, the company continued to:

· lease out communication channels;

· provide data transmission services;

· provide telematic services;

The proceeds received amounted to 52,757 thousand rubles, 36 % up as compared with the past year; in 2006 the sales profit of the Company was 959 thousand rubles.
LLC Parma-Telecom (34.18% in the authorized capital)

On August 22, 2005 the extraordinary general meeting of the company shareholders adopted a decision on liquidating the Company. The voluntary liquidation procedures are expected to be completed in the 2nd quarter 2007.
CJSC WestBalt Telecom (28% in the authorized capital)

CJSC WestBalt Telecom (WestBalt Telecom trademark) provides the complete range of public network communication (local, long-distance and international) services in Kaliningrad, as well as Internet services (ByteCity trademark) and data transmission services on the basis of the Frame Relay technology. The Company has a network of automated communication centers (Svyaznoy+ trademark). The bulk of the clientele are the population and small business. In 2006, the Company’s proceeds amounted to 217,757 thousand rubles, 28 % up as compared with 2005, the net profit amounted to 50,843 thousand rubles, 24 % up as compared with 2005.
XIV. INFORMATION ON THE BODIES OF THE COMPANY 

14.1. The general meeting of the shareholders is the supreme management body of the company. 

14.2. Information on the Board of Directors (as of 31.12.2006)

The namelist of the Board of Directors, elected by the Annual General Meeting of the Shareholders on June 27, 2005 (Effective prior to the Annual General Meeting of June 30, 2006).
Vladimir Alexandrovich Akulich  

Konstantin Vladimirovich Belyaev

Alexandr Alexandrovich Gogol 

Dmitry Georgiyevich Yefimov 

Alexandr Vyacheslavovich Ikonnikov 

Alexandr Nikolayevich Kiselyov

Dmitry Vladimirovich Levkovsky 

Nikolay Moiseevich Popov

 Irina Mikhailovna Ragozina

 Ivan Ivanovich Rodionov

Valery Nikolayevich Yashin

Chairperson of the Board of Directors – Valery Nikolayevich Yashin

Deputy Chairperson of the Board of Directors – Dmitry Vladimirovich Levkovsky 

The namelist of the Board of Directors, elected by the Annual General Meeting of the Shareholders on June 30, 2006 
Vladimir Alexandrovich Akulich  

Konstantin Vladimirovich Belyaev

Alexandr Alexandrovich Gogol 

Alexandr Vyacheslavovich Ikonnikov 

Alexandr Nikolayevich Kiselyov

Dmitry Vladimirovich Levkovsky 

Oleg Mikhaylovich Mikhaylov

 Irina Mikhailovna Ragozina

 Ivan Ivanovich Rodionov

Lyubov Stepanovna Timoshenko

Valery Nikolayevich Yashin

Chairperson of the Board of Directors – Alexandr Nikolayevich Kiselyov

Deputy Chairperson of the Board of Directors – Dmitry Vladimirovich Levkovsky 

	Vladimir Alexandrovich Akulich  

	Date of birth
	23rd August 1956

	Citizenship
	RF

	Education, including:
	higher

	Name and location of the higher educational institution
	Leningrad Prof. M.A. Bonch-Bruyevich Electrical Engineering Institute of Communication, 61, River Moyka emb., St.Petersburg, 19186

	Qualification, speciality according to the diploma
	speciality "Automated electric communication", qualification "electric communication engineer"

	additional education, academic degree, the field of academic degree
	Ph.D. in Economy, 1995 – course of education in marketing and business, Duke University (USA); 1996, 1997 - course of education in business in Sonera business schools (Finland)

	Principal place of work

Position occupied
	Open Joint-Stock Company North West Telecom

General Manager

	Positions in other organizations
	Open Joint-Stock Company "Telecominvest", a Member of the Board of Directors

Non-Profit Partnership "Centre for Research of Telecommunications Development Problems", a Member of the Partnership Board   

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2004 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	Konstantin Vladimirovich Belyaev

	Date of birth
	03rd January 1968

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	All-Russia Correspondence Institute of Finance and Economics, Moscow

	Qualification, speciality according to the diploma
	Speciality: Accounting and audit

Qualification: Economist

	Principal place of work

Position occupied
	OJSC Svyazinvest

Deputy General Manager *

	Positions in other organizations
	Open Joint-Stock Company "Sibirtelecom", Chairperson of the Board of Directors

OJSC "Svyazinvest", a Member of the Management Board*

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2005 up to the present time

	Holding of the Company's shares:
	Interest in the authorized capital – 0.0006% (4,962 common shares, 2,184 preferred shares)

	
	Percentage of common shares – 0.00056%

	
	No deals on purchasing or alienating shares executed over the reported period.


* The data are given as of 31.12.2006

	Alexandr Alexandrovich Gogol 

	Date of birth
	12th June 1946

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	Leningrad Prof. M.A. Bonch-Bruyevich Electrical Engineering Institute of Communication, 61, River Moyka emb., St.Petersburg, 19186

	Qualification, speciality according to the diploma
	Radio engineer

	additional education, academic degree, the field of academic degree
	Doctor of Engineering Sciences, Professor

	Principal place of work

Position occupied
	The St. Petersburg Bonch-Bruyevich State University of Telecommunications  

Rector

	Positions in other organizations
	-

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2003 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	Alexandr Vyacheslavovich Ikonnikov 

	Date of birth
	05th April 1971

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	Gubkin State Academy of Oil and Gas

	Qualification, speciality according to the diploma
	Mining engineer

	additional education, academic degree, the field of academic degree
	Ph.D. in Economy

	Principal place of work

Position occupied
	Association of Independent Directors

Chairperson of the Supervisory Board

	Positions in other organizations
	Open Joint-Stock Company "Baltika Brewery", a Member of the Board of Directors

Russian Electrical Engineering concern “Ruselprom”, a Member of the Board of Directors

Closed Joint-Stock Company "Board Solutions", General Manager

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2002 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.

	Alexandr Nikolayevich Kiselyov

	Date of birth
	30th January 1962

	Citizenship
	RF

	Education, including:
	higher

	Name and location of the higher educational institution
	Leningrad State University, Oriental Faculty

	Qualification, speciality according to the diploma
	Regional study of foreign countries of the East (Japan)

	Principal place of work

Position occupied
	OJSC Svyazinvest

General Manager

	Positions in other organizations
	OJSC "Svyazinvest", Chairperson of the Management Board

Open Joint-Stock Company "Central Telecommunications Company", Chairperson of the Board of Directors

Open Joint-Stock Company "Moscow City Telephone Network", a Member of the Board of Directors

Open Joint-Stock Company for Long-Distance and International Telecommunication "Rostelecom", Chairperson of the Board of Directors

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2005 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	Dmitry Vladimirovich Levkovsky 

	Date of birth
	24th August 1965

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	Moscow Institute of Steel and Alloys

	Qualification, speciality according to the diploma
	Electronic engineer

	Principal place of work

Position occupied
	Moscow Representative Office of NCH Advisors, Inc.

Advisor

	Positions in other organizations
	None

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2001 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	Oleg Mikhaylovich Mikhaylov

	Date of birth
	01st April 1963

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	Serpukhov Higher Military Command and Engineering School of Strategic Missile Troops.

	Qualification, speciality according to the diploma
	Aircraft control systems.

	Additional education, academic degree, the field of academic degree
	International University, MBA (Marketing)

	Principal place of work

Position occupied
	OJSC Svyazinvest

Director of Outside Communications Department

	Positions in other organizations
	LLC “Perm Television and Radio Broadcasting company “Ural-Inform TV”

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2006 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	 Irina Mikhailovna Ragozina

	Date of birth
	28th July 1950

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	Moscow Electrical Engineering Institute of Communications

	Qualification, speciality according to the diploma
	Engineer - economist

	Principal place of work

Position occupied
	OJSC Svyazinvest

Advisor of General Manager

	Positions in other organizations
	Open Joint-Stock Company for Long-Distance and International Telecommunication “Rostelecom”, a Member of the Board of Directors

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2001 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	 Ivan Ivanovich Rodionov

	Date of birth
	30th November 1953

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	Moscow State University


	Qualification, speciality according to the diploma
	Economist

	Additional education, academic degree, the field of academic degree
	Ph.D. in Economic Sciences, Professor

	Principal place of work

Position occupied
	The State University "Higher School of Economics"

"Corporate Economy and Finance" Chair, Professor

	Positions in other organizations
	OJSC "IBS", a Member of the Board of Directors

OJSC "FosAgro", a Member of the Board of Directors

OJSC "Moscow City Telephone Network", a Member of the Board of Directors

OJSC "Power Engineering Alliance", a Member of the Board of Directors

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2002 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	Lyubov Stepanovna Timoshenko

	Date of birth

	23rd October  1951

	Citizenship
	RF

	Education, including:
	higher

	Name and location of the higher educational institution
	A.S.Popov Electrical Engineering Institute of Odessa

	Qualification, speciality according to the diploma
	Electric communications engineer

	Additional education, academic degree, the field of academic degree
	Ph.D. in Economic Sciences

	Principal place of work

Position occupied
	Ministry of the Russian Federation for Information Technologies and Communication

Director of the Department of State Policy in the Field of Economic, Financial and Investment Activities

	Positions in other organizations
	OJSC "Svyazinvest", a Member of the Auditing Committee

OJSC "Bashinform", a Member of the Board of Directors

OJSC "Tsentralny Telegraph", a Member of the Board of Directors 

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2006 up to the present time

	Holding of the Company's shares:
	None

No deals on purchasing or alienating shares executed over the reported period.


	Valery Nikolayevich Yashin

	Date of birth
	21st June 1941

	Citizenship
	RF

	Education, including:
	Higher

	Name and location of the higher educational institution
	Leningrad Prof. M.A. Bonch-Bruyevich Electrical Engineering Institute of Communication, 61, River Moyka emb., St.Petersburg, 19186


	Principal place of work

Position occupied
	-*

	Positions in other organizations
	Open Joint-Stock Company “Central Telecommunications Company”, a Member of the Board of Directors

Open Joint-Stock Company for Long-Distance and International Telecommunication “Rostelecom”, a Member of the Board of Directors

Insurance Closed Joint-Stock Company “Medexpress”, a Member of the Supervisory Board

Open Joint-Stock Company “National Payphone Network”, Chairperson of the Board of Directors

Closed Joint-Stock Company “St. Petersburg Payphones”, Chairperson of the Board of Directors

“The Russian Foundation of the History of Communications“ Fund, a Member of the Management Board

Non-Governmental Pension Fund “Telecom-Soyuz”, Chairperson of the Fund Council*

Open Joint-Stock Company “Svyazinvest-Media”, Chairperson of the Board of Directors

Noncommercial partnership “Russian Communications Workers’ Club”, honorary member of the partnership, member of the Partnership Board.

	Years of service in the Board of Directors of OJSC N.W.Telecom
	Starting from 2001 till now (from 2002 till 2006 -  Chairperson of the Board of Directors

	Holding of the Company's shares:
	Interest in the authorized capital – 0.1431% (786,700 common shares, 832,913 preferred shares)

	
	Percentage of common shares – 0.089%

	
	No deals on purchasing or alienating shares executed over the reported period.


* The data are given as of 31.12.2006

Pursuant to the Order of the Federal Service for Financial Markets of Russia, dated 22nd June 2006, No.06-68/pz-n, the following persons are independent directors:

Alexandr Alexandrovich Gogol, Alexandr Vyacheslavovich Ikonnikov, Dmitry Vladimirovich Levkovsky, Ivan Ivanovich Rodionov.

Remuneration to Members of the Board of Directors
In compliance with Article 7 of the Provisions on the Board of Directors, approved by the Annual General Meeting of the Shareholders of OJSC N.W.Telecom dated 30.06.2006, Members of the Board of Directors are reimbursed for expenses related to their discharge of the duties of the Members of the Board of Directors, and a remuneration is paid: quarterly and annual. 
The quarterly remuneration to each member of the Board of Directors shall be 200,000 roubles, The remuneration of the Chairperson of the Board of Directors shall have a factor of 1.5.

An extra pay to the quarterly remuneration shall be paid to the members of the Board of Directors who are members of committees of the Company's Board of Directors in connection with their discharge of the duties of members of a committee of the Company's Board of Directors to the amount of 40,000 roubles (for participation in each committee), a member of the Board of Directors being eligible for no more than 2 committees of the Board of Directors.   This extra pay to the Chairperson of a committee of the Board of Directors shall have a factor of 1.25.

The annual remuneration for the entire Board of Directors of OJSC N.W.Telecom shall be established as the sum total of deductions according to the standards (percentage):     

· from changes in the Company capitalization over the year;

· from the Company’s EBITDA according to the IFRS reports for the year under review;

· from the Company’s net profit of the year under review, allocated for dividend payment.

Thus, the remuneration to members of the Board of Directors depends on the growth of prices for shares, shareholders’ incomes in the form of dividends and general Company performance data.

The annual remuneration shall be distributed among all members of the Board of Directors in equal shares.   The standard (percentage) of deductions for the calculation of the annual remuneration is determined by the decision of the General Meeting of Shareholders.
In 2006, the total amount of remuneration to members of the Board of Directors was equal to 28 710 732 rubles, or 217 506 rubles a month per member.

14.3. General Manager
	Vladimir Alexandrovich Akulich – General Manager – Chairperson of Management Board

	Date of birth
	23rd August 1956, Klaipeda (Lithuanian SSR)

	Family status:
	Married, with four children.

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1978 he graduated from the Leningrad Prof. M.A. Bonch-Bruyevich Electrical Engineering Institute of Communications, majoring in Automatic Telecommunications and was qualified as Elwctric communications engineer.   

In 2003, defended the Candidate’s thesis at the Economy Management Institute, St. Petersburg.
In 1995, completed the marketing and business course at the Duke University, USA.
1996-1997, business course at Sonera business schools, Finland.

	Previous place of work
	In 2000, appointed as the Head of the branch of OJSC PTN “Inter-City International Telephone”.

In 2000-2002, Director of Inter-City International Communications – Head of the branch of OJSC PTN.

In 2002-2003, Deputy General Manager Strategic Development and Technical Policy, OJSC N.W.Telecom.

In 2003-2004, Vice-President of LLC GROS.

	Principal place of work

Position occupied
	Starting from 23rd August 2004 till now he is the General Manager of OJSC N.W.Telecom.

	Honorary titles, awards
	In 2001 was conferred the title "Master of telecommunications"

In 2003 he was awarded the medal "In memory of the 300th Anniversary of St. Petersburg"

In 2005, awarded the Honorary Diploma of the RF Communications and IT Ministry.

	Holding of the Company's shares:
	Does not hold any shares of the Company.

No deals on purchasing or alienating shares executed over the reported period.


According to the Articles of Association of the Company, the General Manager is the sole executive body managing the current operation of the Company. The General Manager is appointed by the Board of Directors.  

The labour conditions, guarantees and compensations to the General Manager during his/her term of office are established by the contract of employment to be approved by a decision of the Board of Directors of the Company.      

For a high performance and good-faith fulfillment of job duties, the Company may pay quarterly, annual and one-time awards to the Director General. The decisions on such awards are made by the Board of Directors.
14.4. Information on the Company's Management Board

	Oleg Viktorovich Popov

	Date of birth
	24th May 1968, Vinnitsa (Ukrainian SSR)

	Family status:
	Married, with three children.

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1990 he graduated from the Lensoveta Leningrad Higher Military School of Communications (now the Communications University).

	Previous place of work
	From January 1999 till April 2003 he worked at the VTN Group of companies (CJSC “Peterburg-Vneshtrans”, CJSC “VTN Agency”) as the business development manager, head of the complete projects department, manager at the coordination and marketing center.

From May 2003 till September 2004 he was the Head of the Logistics and Customs Clearance Department at CJSC “Ford Motor Company”.

	Principal place of work

Position occupied
	From October 2004 he is the Deputy General Manager – Commercial Director of OJSC N.W.Telecom.

	Positions in other organizations
	-

	Honorary titles, awards
	-

	Holding of the Company's shares:
	Does not hold any shares of the Company.

No deals on purchasing or alienating shares executed over the reported period.


	Yury Alexandrovich Pochekin

	Date of birth
	23rd September 1946, Sredneuralsk, Sverdlovsk oblast

	Family status:
	Married

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1971 he graduated from the Northwestern Extra-Mural Polytechnic Institute, specializing in radio engineering 

	Previous place of work
	From June 2001 till October 2002 held the position of General Manager of OJSC "Cherepovetselectrosvyaz"

Starting from November 2002 till June 2004 he worked as Regional Manager of the "Cherepovetselectrosvyaz" Branch of OJSC N.W.Telecom.

	Principal place of work

Position occupied
	From June 2004 till now – Regional Manager – Director of the Vologda Branch of OJSC N.W.Telecom.

	Positions in other organizations
	-

	Honorary titles, awards
	In 1975, he was awarded the badge “Honorary Radioman”, in 1996 he was awarded the title “Master of Communications”.

	Holding of the Company's shares:
	Interest in the authorized capital – 0.1679% (525,733 common shares, 38,003 preferred shares)

	
	Percentage of common shares – 0.059%

	
	No deals on purchasing or alienating shares executed over the reported period


	Oleg Anatolyevich Semanov

	Date of birth
	29th May 1967, Krasnodar

	Family status:
	Married, with two children

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1992 he graduated from the Leningrad Prof. M.A. Bonch-Bruyevich Electrical Engineering Institute of Communications, majoring in Automatic Telecommunications.   

	Previous place of work
	In 1992-1998 he worked as the lead engineer at the Automatic Telephone Exchange, Arkhangelsk.

From 1998 he was transferred to the position of director for communications network maintenance and technical operations control at the head office of OJSC “Artelecom”, Arkhangelsk Region.

From November 2002 he worked as the Deputy Regional Director Operations at the branch “Artelecom of Arkhangelsk Region” of OJSC N.W.Telecom.

From October 2003, he head the position of Deputy Regional Director Development.

From November 2003 till June 2005 he was the Deputy General Manager – Strategic Development and Technical Policy of OJSC N.W.Telecom.

	Principal place of work

Position occupied
	From June 2005 up to the present he is the Deputy General Manager – Technical Director of OJSC N.W.Telecom.

	Positions in other organizations
	-

	Honorary titles, awards
	-

	Holding of the Company's shares:
	Interest in the authorized capital – 0.0021% (19,466 common shares, 4,368 preferred shares)

	
	Percentage of common shares – 0.0022%

	
	No deals on purchasing or alienating shares executed over the reported period


	Maya Mikhailovna Semchenko

	Date of birth
	20th July 1967, Leningrad

	Family status:
	Married, with two children

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1989 she graduated from the Leningrad Shipbuilding Institute with the specialization in “Economics and Organization of Engineering Industry”.

In 1996 she received the professional manager’s diploma from the UK Open University; in 1997 she received the professional accountant’s qualification certificate.

	Previous place of work
	In 1992-2000 she worked at CJSC “Delta Telecom” as the Chief Accountant (1995-1999) and Finance Director (1999-2000).

From February 2000 she worked as the Chief Accountant at OJSC “Petersburg Telephone Network”.

	Principal place of work

Position occupied
	From April 2002 till now she is the Chief Accountant of OJSC N.W.Telecom

	Positions in other organizations
	-

	Honorary titles, awards
	On November 25, 2003 the Association of Accountants and Auditors “Sodruzhestvo” awarded her the title “Russia’s Best Accountant 2003”.

	Holding of the Company's shares:
	Does not hold any shares of the Company.

No deals on purchasing or alienating shares executed over the reported period


	Irina Vladimirovna Tambovskaya

	Date of birth
	03rd August 1970, Leningrad

	Family status:
	Divorced, with one child

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1992 graduated from the Leningrad Herzeb State Pedagogical Institute majoring in foreign languages.

	Previous place of work
	1994-1995: Personnel Training and Recruitment Manager at JV “Intourianta”.

1995-1997: Analyst at the Personnel Department of LLC “Gillette International”.

1998-2001: Personnel Manager at CJSC “Motorola”.

2001-2004: North-West Regional Director at LLC “Kelly Services CIS”.

June 2004 – March 2005: Deputy Director of the Organizational and Special Activity Department of the RF Information Technologies and Communications Ministry in Moscow.

	Principal place of work

Position occupied
	From April 2005 till now she is the Director of Human Resources Management Department of OJSC N.W.Telecom  

	Positions in other organizations
	-

	Honorary titles, awards
	In 2003 she was awarded the medal "In memory of the 300th Anniversary of St. Petersburg"

	Holding of the Company's shares:
	Does not hold any shares of the Company 

No deals on purchasing or alienating shares executed over the reported period


	Ella Ivanovna Tomilina

	Date of birth
	15th December 1964, Lipetsk

	Family status:
	Not married

	Education, including:
	Higher

In November 2006 she defended the Doctor’s thesis in economics.

	Name and location of the higher educational institution
	In 1986 she graduated from the F. Engels Leningrad Institute of Soviet Trade with the specialization in “product research and organization of trade in nonfood goods”.

In 1993 she defended the Candidate’s thesis in “Economics, planning, organization and control of national economy” at the St. Petersburg Institute of Trade and Economics.

In 1999 she graduated from IP3 Institute of the US Government International Development Academy (Washington and New York), course “Corporate finance principles”.

	Previous place of work
	2001-2003: Director of the Marketing Department, then Deputy Director General of CJSC “IK Energocapital”.

March 2004 – April 2006: Director Outside Investor Relations, OJSC N.W.Telecom.

	Principal place of work

Position occupied
	From April 2006 up to the present: Deputy General Manager Corporate Relations, OJSC N.W.Telecom.

	Positions in other organizations
	Associate professor at the Economics and Management Chair, St. Petersburg State Technical University.

	Honorary titles, awards
	Winner of the national contests Stock Market Elite-2003” and “Best Analyst of the North-West-2003’.

	Holding of the Company's shares:
	Does not hold any shares of the Company.

No deals on purchasing or alienating shares executed over the reported period.


	Leonid Zigmundovich Tufrin

	Date of birth
	26th March 1947, Polyarny, Murmansk Oblast

	Family status:
	Married, with one child

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1978 he graduated from the North-West Polytechnical Institute as mechanical engineer.

In 1995 he studied at the Foucois Business School, Duke University, USA, specializing in telecommunications management.

	Previous place of work
	1994–2004: Head of the Nekrasovsky Telephone Center of the branch “Petersburg Telephone Network” of OJSC N.W.Telecom.

	Principal place of work

Position occupied
	From 2004 till now he is the Regional Manager of the PTN Branch of OJSC N.W.Telecom.

	Positions in other organizations
	-

	Honorary titles, awards
	In 2002 he was awarded the title “Master of Communications”, in 2003 he was decorated with the medal “In Memory of the Tercentenary of St. Petersburg”, and in 2004 with the order of public recognition of honor and dignity “Sovereign Russia”.

	Holding of the Company's shares:
	Interest in the authorized capital – 0.0009% (52 common shares, 10,400 preferred shares)

	
	Percentage of common shares – 0.0000060%

	
	The following deals were made during the period under review:

On January 31, 2006, one deal was made for the acquisition of 2000 preference shares in the Company. 


	Venera Adykhamovna Khusnutdinova

	Date of birth
	27th August 1973, Tashkent (Uzbek SSR)

	Family status:
	Married

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1995 she graduated from the St. Petersburg State University of Economics and Finance with the specialization “World Economy” and the Paris-Dauphin University with the specialization “Economic and Social Management”.

	Previous place of work
	In December 1996–2000 she worked at OJSC “Telecominvest” as financial analyst and later as the Head of the Investment Department.

December 2000 – December 2003: project manager at the Investment Banking Department of CJSC “Kommerzbank” (Eurasia). 

In December 2003 she was appointed as the Economics and Finance Advisor to the General Manager of OJSC N.W.Telecom.

January 2004 – June 2005: Deputy General Manager – Economics and Finance Director of OJSC N.W.Telecom.

	Principal place of work

Position occupied
	From June 2005 till now she is Deputy General Manager in charge of Economics and Finance

	Positions in other organizations
	-

	Honorary titles, awards
	-

	Holding of the Company's shares:
	Does not hold any shares of the Company.

No deals on purchasing or alienating shares executed over the reported period


.

	Grigory Borisovich Chernyak

	Date of birth
	20th October 1949, Gomel (Belorussian SSR)

	Family status:
	Married, with two children

	Education, including:
	Higher

	Name and location of the higher educational institution
	In 1971 he graduated from the Industrial and Civil Construction Faculty, Belarus Institute of Railway Engineers with the specialization “construction engineer”.

In 2004 he graduated from the St. Petersburg Prof. M.A. Bonch-Bruyevich State Telecommunications University with the specialization “Economics and management at the enterprise”.

	Previous place of work
	In 1974 he was hired as construction engineer at the Petrogradsky Telephone Center of the Leningrad City Telephone Network.

Having worked in several positions, in 1990 he was promoted to the Deputy Head of the Leningrad City Telephone Network.

1994–2005: Derector General Matters of OJSC “Petersburg Telephone Network”.

July 2002 - June 2005: Deputy General Manager – Property Director of OJSC “Petersburg Telephone Network”.

	Principal place of work

Position occupied
	From June 2005 up to the present: Deputy General Manager Property and General Matters, OJSC N.W.Telecom.

	Positions in other organizations
	“Medexpress” Insurance Closed Joint-Stock Company, a Member of the Supervisory Board

Closed Joint-Stock Company "Neva Kabel", a Member of the Board of Directors

“The Russian Foundation of the History of Communications“ Fund, the Chairperson of the Management Board

Limited Liability Company "RSU-Telecom", the Chairperson of the Board of Directors

Limited Liability Company "RDPC "Svyazist", the Chairperson of the Board of Directors

Nonprofit Partnership "Russian Club for Communicators", Chairperson of the Management Board

	Honorary titles, awards
	In 2000 was conferred the title "Master of telecommunications"

2001: Commendation from the RF Communications and IT Minister. 

In 2003 he was awarded the medal "In memory of the 300th Anniversary of St. Petersburg"

	Holding of the Company's shares:
	Interest in the authorized capital – 0.0332% (306,190 common shares, 69,400 preferred shares)

	
	Percentage of common shares – 0.034%

	
	No deals on purchasing or alienating shares executed over the reported period


.

	Vladimir Ivanovich Shumeyko

	Date of birth
	21st January 1956, Petrozavodsk

	Family status:
	Married, with one child

	Education, including:
	Higher

	Name and location of the higher educational institution
	Graduated from the Leningrad Prof. M.A. Bonch-Bruyevich Electrical Engineering Institute of Communications, majoring in Automatic Telecommunications;   

In 2000 he graduated from the Moscow A.S. Griboyedov Institute of International Law and Economics with the specialization in “Law”.

	Previous place of work
	In 1999 he was appointed the First Deputy General Manager of OJSC Electrosvyaz of the Republic of Karelia. 

2002-2003: First Deputy Regional Director of the branch “Electrosvyaz of the Republic of Karelia”, OJSC N.W.Telecom.

	Principal place of work

Position occupied
	From December 8, 2003 he is the First Deputy General Manager of OJSC N.W.Telecom.

	Positions in other organizations
	Closed Joint-Stock Company "TD-Telecom", a Member of the Board of Directors

	Honorary titles, awards
	In 2005 was conferred the title "Master of telecommunications"

	Holding of the Company's shares:
	Interest in the authorized capital – 0.0001% (1,219 common shares) 

	
	Percentage of common shares – 0.00013%

	
	No deals on purchasing or alienating shares executed over the reported period


Remuneration to Members of the Management Board
In compliance with Article 6 of the Provisions of the Management Board, approved by the Joint General Meeting of the Shareholders of OJSC North-West Telecom dated 30th June 2004, Members of the Management Board are reimbursed for expenses related to their discharge of the duties of the Members of the Management Board, and a quarterly remuneration is paid.

The amount and procedure of determining the remuneration and its distribution among the members of the Management Board shall be established by the decision of the Board of Directors of the Company.        The Company's Board of Directors has approved the Provisions on Remuneration to Members of the Management Board, according to which the Members of the Management Board are paid quarterly remuneration. 
The total amount of the quarterly remuneration to the members of the Management Board is determined by the decision of the Board of Directors of the Company, subject to the Management Board’s performance.

The amount of the quarterly remuneration to all members of the Management Board according to the quarter’s results is preliminarily considered by the Appointments and Remunerations Committee of the N.W.Telecom Board of Directors after the following issues are considered by the Board of Directors:

· attainment of the key economic targets of the Company budget in the quarter;

· fulfillment of previous decisions of the General Meetings of Shareholders and the Board of Directors to be fulfilled in the past quarter.

The final decision on the amount of the quarterly remuneration to all members of the Management Board is made by the Board of Directors of the Company.

In case the key economic targets of the Company budget are not attained, the Board of Directors may decide to reduce the remuneration to members of the Management Board by up to 50% of the maximum quarterly remuneration.

In case of improper or untimely fulfillment of decisions made earlier by the General Meeting of Shareholders and the Board of Directors, the Management Board has to explain the causes of such failure.

According to the evaluation of the fulfillment of these decisions the Board of Directors may decide to reduce the remuneration to members of the Management Board by up to 50% of the maximum quarterly remuneration.
When evaluating the preparation of materials for its meetings the Board of Directors takes into account:

conformity of the provided materials and proposed draft decisions to effective legislation and internal documents of the Company as well as recommendations of the Board of Directors;

quality of the preparation of materials for the meetings of the Board of Directors.

According to the evaluation of the preparation of materials for its meetings the Board of Directors may decide to reduce the remuneration to members of the Management Board by up to 50% of the maximum quarterly remuneration.

The Board of Directors may decide to reduce the total quarterly remuneration to all members of the Management Board. The total amount of such reduction may not exceed 50% of the maximum quarterly remuneration to members of the Management Board.
In 2006 the total amount of remuneration to Members of the Management Board was 5258250 roubles, or 36516 roubles per month, for each Member. 
14.5. Auditing Committee

According to Article 17 of the Articles of Association of OJSC N.W.Telecom the Auditing Committee is an independent control body of the Company, elected at the annual general meeting of the shareholders for a period till the next annual general meeting of the shareholders, with 7 members.    

The terms of reference of the Auditing Committee include: 

· checking the reliability of the data contained in the reports and other financial documents of the Company;  

· revealing any facts of violation of the procedure for book-keeping and submission of financial reports, established by the legal acts of the Russian Federation;    

· checking the observance of the legal standards in tax calculation and payment; 

· revealing any facts of violation of the legal acts of the Russian Federation, in compliance with which the Company performs its financial and economic operations;      

· evaluating the economic advisability of financial  and economic operations of the Company.      

Bylaw regulating the operation of the Company's body of control over its financial and economic activities: "Provisions on the Auditing Committee of OJSC N.W.Telecom"

	Ruslan Kyarimovich Aksyaitov – Chairperson of the Auditing Committee

	Date of birth
	1975

	Education, including:
	Higher

	Principal place of work

Position occupied
	Investment Communication Company - Open Joint-Stock Company

Deputy Chief Accountant, Head of the Methodology Division of the Accounting Department

	Positions in other organizations


	Open Joint-Stock Company “Tatincom-T", a Member of the Auditing Committee

Closed Joint-Stock Company "Eniseytelecom", a Member of the auditing Committee

	Person's share in the Company's authorized capital 
	None

	Percentage of Company's common stock held by the party 
	None


	Ekaterina Sergeevna Erofteeva – a Member of the Auditing Committee

	Date of birth
	1975

	Education, including:
	Higher

	Principal place of work

Position occupied
	Investment Communication Company - Open Joint-Stock Company

Deputy Manager of the Strategic Development Department

	Positions in other organizations

	Open Joint-Stock Company “Far-East Telecommunications Company”, a Member of the Board of Directors

Closed Joint-Stock Company "Telecom" of Ryazan Oblast, inspector

	Person's share in the Company's authorized capital 
	None

	Percentage of Company's common stock held by the party 
	None


	Sergey Ninelevich Kosarev – a Member of the Auditing Committee

	Date of birth
	1961

	Education, including:
	Higher

	Principal place of work

Position occupied
	Investment Communication Company - Open Joint-Stock Company

Deputy Director of Telecommunications Department

	Positions in other organizations
	-

	Person's share in the Company's authorized capital 
	None

	Percentage of Company's common stock held by the party 
	None


	Sergey Vladimirovich Podosinov – a Member of the Auditing Committee

	Date of birth
	1971

	Education, including:
	Higher

	Principal place of work

Position occupied
	Investment Communication Company - Open Joint-Stock Company

Manager of the Controls and Risks Division of the Internal Audit Department

	Positions in other organizations
	Open Joint-Stock Company “TsentrTelecom", a Member of the Auditing Committee

Closed Joint-Stock Company "Rostelegraph", a Member of the Auditing Committee

Limited Liability Company "Nizhny Novgorod Teleservice", a Member of the Auditing Committee 

Limited Liability Company "Permtelecom", a Member of the Auditing Committee 

Open Joint-Stock Company “Russian Telecommunication Network", a Member of the Auditing Committee

	Person's share in the Company's authorized capital 
	None

	Percentage of Company's common stock held by the party 
	None


	Ivan Vladimirovich Topolya – a Member of the Auditing Committee

	Date of birth
	1981

	Education, including:
	Higher

	Principal place of work in 2006

Position occupied
	Investment Communication Company - Open Joint-Stock Company

Deputy Manager of the Methodology Division of the Accounting Department 

	Positions in other organizations

	Open Joint-Stock Company “Dagsvyazinform", the Chairperson of the Auditing Committee

Limited Liability Company "Tvertelecom", a Member of the Auditing Committee 

Limited Liability Company "Nizhny Novgorod Teleservice", a Member of the Auditing Committee 

Open Joint-Stock Company “TsentrTelecom", a Member of the Auditing Committee

Open Joint-Stock Company “Tatincom-T", a Member of the Auditing Committee

	Person's share in the Company's authorized capital 
	None

	Percentage of Company's common stock held by the party 
	None


	Natalya Petrovna Utina – a Member of the Auditing Committee

	Date of birth
	1961

	Education, including:
	Higher

	Principal place of work

Position occupied
	Investment Communication Company - Open Joint-Stock Company

Manager of the Division of Investment Projects Economics of the Department of Economic Planning and Budgeting

	Positions in other organizations
	Open Joint-Stock Company "Dalsvyaz", a Member of the Management Board 

	Person's share in the Company's authorized capital 
	None

	Percentage of Company's common stock held by the party 
	None


	Tamara Alexeevna Chernikova – a Member of the Auditing Committee

	Date of birth
	1959

	Education, including:
	Higher

	Principal place of work

Position occupied
	Investment Communication Company - Open Joint-Stock Company

Head of the Borrowed Capital Management Division 

	Positions in other organizations
	Open Joint-Stock Company “Tsentralny Telegraph", a Member of the Auditing Committee

Closed Joint-Stock Company "Baykalwestcom", a Member of the Auditing Committee

Open Joint-Stock Company "Sibirtelecom", a Member of the Management Board 

	Person's share in the Company's authorized capital 
	None

	Percentage of Company's common stock held by the party 
	None


Upon initiative of the Auditing Committee of OJSC N.W.Telecom the check of the financial and economic operation of the Company, the annual accounts and reports of the Company and reliability of the data presented in the annual report of the Company and the annual accounts and reports of the Company for the year 2006 was carried out.

Remuneration of the members of the Auditing Committee.
In compliance with Article 7 of the Provisions on the Auditing Committee, approved by the Annual General Meeting of the Shareholders of OJSC N.W.Telecom dated 12.07.2006, Members of the Auditing Committee are reimbursed for expenses related to their discharge of the duties of the Members of the Auditing Committee, and a quarterly remuneration is paid. 
The quarterly remuneration to each member of the Auditing Committee shall be 150,000 roubles, The remuneration of the Chairperson of the Board of Directors shall have a factor of 1.3.

In case reelection of the Auditing Committee or withdrawal of individual members from the Auditing Committee took place in the quarter, the remuneration of a member of the Auditing Committee shall be paid in proportion to the time of his/her work in the quarter. 
XV. DATA ON THE COMPANY OBSERVING THE CORPORATE MANAGEMENT CODE   

15.1. Data on the OJSC N.W.Telecom's Corporate Management Code

The Corporate management of the Company is conducted in accordance with the Company's Articles of Association (Charter) and its other internal documents that are brought into agreement with the Corporate Governance Code, recommended by the Federal Committee of the Central Bank, recommendations by the International Financial Corporation and the conclusions contained in the Analytical Report of the Standard & Poor’s International Rating Agency.

The Corporate Management Code of OJSC N.W.Telecom was approved by the decision of the Board of Directors of OJSC N.W.Telecom in 2004, and during 2005 amendments were introduced into it. The Corporate Management Code specifies the level of corporate management, which the Company strives to attain. 
Below comes the review of the corporate management in the Company in the limelight of the meeting the provisions of the Corporate Management Code of OJSC N.W.Telecom.

	Table 14. Meeting the provisions of the Corporate Management Code of OJSC N.W.Telecom
№
	Provision of Corporate Management Code of OJSC N.W.Telecom
	Level of execution

	Part I. Adherence to the Corporate Management Principles

	1. Definition and Principles 

	The Company's corporate management is based on the following principles:

	1
	Reporting: The Code provides for the accountability of the Company's Board of Directors to its shareholders and shall serve as guidelines for the Board of Directors in developing a strategy and in exercising the management and supervision of the activities of the Company's executive bodies.     
	Executed (The Code was unanimously approved by the Board of Directors (Minutes No.33-04 of 22.09.2004), in other words its provisions are shared by all the Board Members)

	2
	Equality: The Company undertakes to protect shareholders' rights and to ensure equal attitude towards all shareholders.  The Board of Directors shall enable all shareholders to get efficient protection in case of any infringement of their rights.    
	Executed (no violations of the shareholders rights identified during the reported period, clauses 7.1, 8.1. of the Articles of Association

	3
	Transparency The Company shall ensure a timely and reliable disclosure of information on all essential facts concerning Company's activities, including its financial position, results of the operation, structure of the ownership and management of the Company, as well as free access to such information for all interested parties.   
	Executed (disclosed in accordance with clauses 2.3 and 2.4. Information policy provisions of the Company may be found on the Company Website WWW.nwtelecom.ru,)

	4
	Liability The Company shall acknowledge the rights of other interested parties under the requirements of the laws.  
	Executed (no violations of the interested persons’ rights identified during the reported period)

	5
	Ethical Conduct: The Company undertakes to observe the generally accepted standards of business ethics in the corporate management and business activities.  
	Executed

	6
	The Company, its officials and all employees shall be guided in their activities by the requirements of the active law and by the ethic principles adopted in the business community.       
	Executed (The Corporate Management Code approved by the Board of Directors on behalf of the Company, hence its provisions are binding for all the Company executives and employees)

	2. Company's Bylaws  

	7
	The structures, processes and practice of corporate management shall be governed by the Articles of Association and the bylaws of the Company, including:  
	Executed (all the listed documents have been approved and are binding in the Company)

	
	Provisions on the General Meeting of the Shareholders,
	

	
	Provisions on the Board of Directors;
	

	
	Provisions on the Auditing Committee;
	

	
	Provisions on the Management Board;
	

	
	Provisions on Dividends on Shares;
	

	
	Provisions on Committees of the Board of Directors;
	

	
	Provisions on the procedure of large transactions, related party transactions, and transactions requiring approval by the Board of Directors according to the Articles of Association of the Company;
	

	
	Provisions on the procedure of issue of documents to shareholders. 
	

	8
	The bylaws of the Company listed in clause 7 have been prepared in compliance with the provisions of the active law and taking into account the basic provisions of the Code of the Federal Commission for the Securities Market and the corporate management principles recognized in the international practice. All the above listed bylaws can be freely accessed on the Company's Internet site www.nwtelecom.ru.    
	Executed (Provisions on Information Policy, clause 1.10.)

	3. General Structure of Corporate Management and Control

	9
	The general structure of Company's corporate management and control includes:
	Executed (Corporate Management Code of OJSC N.W.Telecom, Part 1, clause 3)

	
	General Meeting of Shareholders – the supreme controlling body of the Company ensuring participation of shareholders in management of the Company and in its profit distribution. 
	

	
	Board of Directors – the Company's controlling body responsible for development of the Company's strategy and providing supervision and control over the executive bodies' activities. The Company's Board of Directors shall form Committees implementing the functions of corporate management, strategic development, reporting, auditing, remuneration, etc.   
	

	
	General Manager and Managing Board – the Company's executive bodies responsible for management of the Company's routine operation and implementation of the strategy formulated by the Board of Directors. 
	

	
	Auditing Committee - the Company's inspecting body monitoring the Company's business and reporting directly to the General Meeting of Shareholders. 
	

	
	Corporate secretary - the Company's executive ensuring compliance by the controlling bodies with the requirements of internal provisions and external regulation, promoting efficient information exchange between the controlling bodies and executive bodies, and performing consultant functions for members of the Board of Directors and the top management. The Company's Articles of Association provide for the position of the Corporate Secretary.  
	

	
	Internal Audit Department - the Company's division responsible for development and verification of efficiency of the Company's internal business control systems. The Department reports to the General Manager, and submits reports on audit results to the General Manager, Auditing Committee, and Board of Directors of the Company. The Provisions on the Internal Audit Department shall be approved by the Board of Directors; the Board of Directors shall also approve the appointment of its head.    
	

	4. Observing the Standards and Adhering to the Principles of Corporate Management  

	10
	Development, control over the observance and periodic revision of the corporate management policy and practice shall be ensured by the respective Committee of the Company's Board of Directors.     
	Executed (Provision on the Corporate Management Committee, clause 2.2.3.)

	Part II. Proper Practice of the Operation of the Board of Directors and Executive Bodies  

	1. Board of Directors

	11
	a. Authority. The terms of reference of the Board of Directors shall be defined in the Company's Articles of Association in compliance with the active law and the recommendations of the Code of the Federal Commission for the Securities Market. The issues included in the terms of reference of the Board of Directors cannot be handed over to the collective or one-person executive body of the Company.     
	Executed (clauses 13.4 and 13.5 of the Articles of Association)

	12
	b. Number of the Members The number of the members of the Board of Directors is established by the Company's Articles of Association. The number of the members may be changed, if appropriate changes are made in the Articles of Association. 
	Executed (Clause 13.2 of the Articles of Association)

	13
	c. Membership Criteria. In accordance with the principles recognized in the corporate management practice, the Board of Directors shall develop, approve and then revise annually a list of Board member qualification requirements (upon recommendation of the respective Committee of the Board of Directors).    
	Analysis is under way of the activities of other Companies

	14
	d. Election, Term of Office and Termination of Powers.   Members of the Board of Directors shall be elected by the annual general meeting of the shareholders by cumulative voting for a period of one year.    
	Executed (Clause 13.2 of the Articles of Association)

	15
	The general meeting of the shareholders may terminate the powers of only the entire Board of Directors. 
	Executed (Clause 13.3 of the Articles of Association)

	16
	e. Composition and Independence.  The composition of the Board of Directors shall ensure representation of various groups of shareholders, including minority shareholders.  
	Executed (the Board of Directors has representatives of the minority shareholders and the State)

	17
	The skills, experience and personal qualities of the members of the Board of Directors shall ensure the proper discharge of the duties by the Board in exercising control and developing the basic areas of the Company's activities and strategy.  Each member of the Board of Directors shall have the necessary experience, knowledge, skills and a stainless reputation required to discharge the duties of a member of the Board and to organize efficient work of the entire Board in the interests of the Company and its shareholders. The composition of the Board shall ensure the representation of a wide range of knowledge and experience in the field of the Company's basic activities, the industry and the geographic regions of the activities.  
	Executed

	18
	The Company considers that the Board of Directors shall be managed by a director who is not an executive.   
	Executed

	19
	The Board of Directors shall include no more than 20% of chief executives.   
	Executed

	20
	To ensure objectivity of decisions taken and to keep the balance of the interests of different groups of shareholders, the Board of Directors shall include several independent directors.  The Code of the Federal Commission for the Securities Market shall serve as the basis for establishing independence of a director.    
	Executed

	21
	f. Committees. The Company shall form Committees of the Board of Directors to implement the functions of corporate management, strategic development, reporting, auditing, remuneration, etc.   
	Executed (4 committees started)

	22
	The activities of each Committee shall be governed by the respective Provisions on such a Committee, to be approved by the Board of Directors.  
	Executed (Provisions on the Audit Committee, Provisions on the Corporate Management Committee, Provisions of the Appointments and Reimbursements Committee, Provisions on the Strategic Development Committee)

	23
	Each Committee shall present preliminary recommendations on the most important issues in the terms of reference of the Board of Directors.  After each meeting, the Committees shall present minutes of the meeting to the secretariat of the Board of Directors.   
	Executed (in practice and as per the Code on Committees, clause 2.1.and clause 5.13.)

	24
	g. Work Procedure. The Board of Directors shall hold meetings in compliance with the established work plan to be adopted at the start of the new Board's term of office, which shall ensure that its duties will be properly discharged.   The Board of Directors shall hold meetings at least 12 times a year without restricting the maximum number of meetings.  
	Executed (drafting the operations plan is envisaged by clause 6.2. of the Provisions on the Board of Directors, number of meetings exceeds 12 annually)

	25
	Meetings of the Company's Board of Directors may be held in the form of joint attendance or correspondence voting.  The form of holding a meeting shall be determined taking into account the importance of the issues of the agenda to be considered. Issues requiring a detailed discussion, such as approving the budget, approving the annual report on the preliminary basis, approving the priority areas of operation and strategies of the Company, the issues of convoking the general meeting of the shareholders, electing or re-electing the chairperson of the Board of Directors and a number of other issues shall be decided at meetings to be held in the form of joint attendance.     
	Executed (in practice and as per the Provisions on the Board of Directors, clause 6.1.)

	26
	The procedure of convoking and holding meetings of the Board of Directors shall be governed by the Provisions on the Board of Directors.  The Secretary of the Board of Directors shall see to it that all directors get exhaustive information in due time simultaneously with receiving a notice that a meeting of the Board of Directors is going to be held, however, 14 days before holding each meeting at the latest. The said period shall be reduced, if the law provides for shorter periods of holding a meeting of the Board of Directors. Such a period may also be reduced, if it is necessary to urgently solve any issues, provided neither member of the Board of Directors objects.  The appropriate set of documents shall include the agenda proposed by the chairperson of the Board of Directors, detailed materials on each issue of the agenda required to take a grounded decision, as well as clear recommendations in respect of the necessary actions.       
	Executed (Provisions on the Board of Directors, clauses 6.3, 6.4, 6.5, 6.9)

	27
	The Board of Directors shall keep minutes of its meetings, properly recording there the discussion of all issues; the minutes shall be signed by the chairperson of the Board and by the Secretary of the Board of Directors and shall include the results of voting for each name. The Company shall store all minutes of the meetings of the Board of Directors.   
	Executed (Provisions on the Board of Directors, Clause 6.11)

	28
	h. Self-appraisal. The Board of Directors emphasizes the appraisal of its work and will do its best to carry out such an appraisal on the annual basis. In the course of the appraisal, both the work of the Board on the whole and the contribution of each individual member of the Board of Directors shall be evaluated, as well as the influence of such work on the results of the Company's activities.  The appraisal process shall be organized by the respective Committee of the Board of Directors, while its results are to be discussed at a meeting of the Board of Directors. The Board of Directors may invite independent counsellors to render assistance in carrying out such an appraisal.  
	Executed The procedure of the Board of Directors self-appraisal was developed by the Appointments and Remunerations Committee  jointly with the Corporate Management Committee. 

	29
	i. Installing and Inviting Counsellors.  The Company shall offer to newly elected members of the Board of Directors a program of installing them in order to enable them to get familiarized with the Company's activities, areas of its business, etc., so that it could help new members of the Board of Directors in discharging the duties vested in them. The Board of Directors and its Committees shall have resources to engage independent consultants in legal, financial, etc. matters advising the Board as necessary.  
	Executed (the newly elected members of the Board of Directors are provided with the materials necessary to enter the position)

The Provisions on the Committees of the Board of Directors provide for the right to engage advisors.

	30
	j. Remunereation. The remuneration of the members of the Board of Directors depends on personal participation of each member in the work of the Board of Directors and on the long-term development of the Company, and the remuneration mechanism shall not infringe upon the independence of directors. Upon recommendation of the respective Committee of the Board of Directors, the Board of Directors shall put forward for consideration by the general meeting of the shareholders the issue of the amount of remuneration to be paid to directors. All members of the Board of Directors shall have a contract with the Company. The Company shall disclose information on the remuneration of each member of the Board of Directors to the public.   
	Executed partially: contracts with members of the Board of Directors are in development stage

	31
	The Company shall not give any loans, grants or credits to members of the Board of Directors.  
	Executed

	32
	k. Obligations and Liability.  
Members of the Board of Directors undertake to abstain from any actions that will or may cause a conflict between the interests of such a member of the Board of Directors and the Company. If such a conflict takes place, the member of the Board of Directors undertakes to disclose the information on the conflict of interests to other members of the Board and to abstain from voting on such issues. 
	Executed (Code approved by the Board of Directors, Minutes No. 33-04 of September 22, 2004)

	33
	Members of the Board of Directors shall be provided with all necessary information on issues proposed for discussion by them. Any extra information shall be provided to members of the Board of Directors upon request within the shortest time possible.  
	Executed (Provisions on the Board of Directors, clauses 3.1.1, 3.4)

	2. Executive Bodies 

	34
	a. Authority. The General Manager and the Management Board shall manage the current activities of the Company aimed at fulfilling the goals and tasks of the Company and implementing the strategy adopted by the Board of Directors, in compliance with the provisions of the Company's bylaws. 
	Executed (clause 14.4., 15.1., 15.2. of the Articles of Association, Company Agreement with the General Manager)

	35
	b. Number of the Members The number and personalities of the members of the Management Board shall be established by the decision of the Company's Board of Directors upon proposal of the General Manager and members of the Board of Directors. The Board of Directors shall be responsible to shareholders for an adequate choice of candidatures of the members of the Management Board.  
	Executed (Clause 14.2 of the Articles of Association)

	36
	c. Membership Criteria. All members of the Management Board shall have the following qualities: 
	Executed

	
	confidence of the Company's shareholders, members of the Board of Directors, and other executives and employees of the Company; 
	

	
	ability to consider interests of all shareholders and to make measured decisions; 
	

	
	professional experience and qualification required for an efficient manager; 
	

	
	knowledge of national features and trends, and knowledge of the market, services provided, and the company's competitors; 
	

	
	ability to use experience and knowledge in decision-making related to the Company's business; 
	

	37
	d. Election, Term of Office and Termination of Powers.   The Board of Directors shall elect the General Manager.  The General Manager and members of the Board of Directors shall propose candidatures of members of the Management Board for approval by the Board of Directors.   
	Executed (clauses 13.4.26., 14.2., 14.3. of the Articles of Association)

	38
	The General Manager shall be appointed for a period determined by the Company's Board of Directors.     The Management Board shall be elected for a period determined by the Company's Board of Directors when its members are appointed. 
	Executed (clauses 13.4.26., 14.2., 15.1. of the Articles of Association)

	39
	Upon decision of the Company's Board of Directors, the powers of any member (all members) of the Company's Management Board may be terminated earlier than planned.    

In case of early termination of the powers of individual Members of the Management Board, the powers of newly appointed members shall have a duration limited by the period, for which the Company's Management Board has been formed.    
	Executed  (Clause 14.3 of the Articles of Association)

	40
	e. Composition of the Management Board. The composition of the Management Board (the skills, experience and personal qualities) shall ensure an efficient management of the Company's current activities.  Each Member of the Management Board, including the General Manager, shall have the experience, knowledge and skills required for efficiently discharging the duties of a member of the Management Board.      
	Executed

	41
	f. Management Board Work Procedure The Management Board shall hold regular meetings, the members of the Management Board must receive information on the issues of the meeting's agenda in advance. The Management Board's work procedure shall comply with the Provisions on the Company's Management Board.  
	Executed (Provisions on the Board, clauses 5.2., 5.4.)

	42
	g. Succession Planning. The Management Board shall adopt a list of reserve candidates in case temporary absent or retired top managers of the Company are to be replaced.  To ensure the process, the General Manager shall submit to the Board of Directors a list of persons, most suitable to fill the vacancies of retired Company's managers, including the position of the General Manager.        
	Executed (List of Reserves for Managerial Positions of OJSC N.W.Telecom)

	43
	h. Remuneration. During their term of office the members of the Company's Management Board shall be paid a remuneration and shall be reimbursed for any expenses related to their performing their duties as members of the Management Board.     Members of the Management Board shall be entitled to participate in option programmes implemented by the Company.   The amount of remuneration to members of the Management Board shall be determined by a decision of the Board of Directors.   
	Executed (Part 6, Provisions on the Management Board)

	44
	i. Obligations and Liability.  The General Manager and the members of the Management Board shall act conscientiously and in the interests of the Company.  
	Executed (Provisions on the Management Board clause 2.2., General Manager acting as the Chairperson of the Management Board)

	45
	The General Manager and the members of the Management Board undertake to abstain from any actions that will or may cause a conflict between the interests of such a member of the Management Board and the Company.  If such a conflict takes place, the General Manager and the members of the Management Board undertake to disclose the information on the conflict of interests to the Board of Directors. 
	Executed (Responsibilities specified in the Provisions on the Management Board, clause 2.2., the Agreement with Member of the Management Board, clause 3.1.4. and the Corporate Management Code)

	46
	3. Interaction between the Board of Directors, General Manager and Management Board.  The role of the Corporate Secretary. 
Proper corporate management implies the possibility of an open dialogue between the Board of Directors and the executive bodies of the Company. The Board of Directors shall maintain constant contacts with the executive bodies and officials of the Company in order to get the most complete and reliable information and to ensure an efficient interaction of the Company management bodies and officials.  The Corporate Secretary shall play the key role in organizing this process.   
	Executed (interaction between management bodies and executives is regulated by the Articles of Association, Provisions on the Board of Directors, Provisions on the Management Board, Provisions on the Corporate Secretary and the Staff of the Corporate Secretary)

	47
	The Corporate Secretary shall be appointed by the Board of Directors.  The task of the Corporate Secretary is to ensure that the Company's bodies and officials observe the procedural requirements guaranteeing the exercise of rights and the protection of the interests of the Company's shareholders. The Corporate Secretary shall have sufficient powers and knowledge required to discharge the duties vested in him/her and shall enjoy the confidence of shareholders and members of the Board of Directors.   
	Executed

1. Clause 16.1 of the Articles of Association

2. Authority and the prerequisites on the Corporate Secretary are included in the Provisions on the Corporate Secretary and the Staff of the Corporate Secretary (approved by the Board of Directors, Minutes No.19-01/08(06) of 30.03.2006)

	48
	The Corporate Secretary shall be accountable and subordinated to the Board of Directors. The Corporate Secretary shall be appointed and the terms of the contract made with him/her, including the amount of the remuneration, shall be within the terms of reference of the Board of Directors.         
	Executed

1. Clauses 13.4.32. and 13.4.33. of the Articles of Association

2. Provisions on the Corporate Secretary and the Staff of the Corporate Secretary (approved by the Board of Directors, Minutes No.19-01/08(06) of 30.03.2006)

	49
	For the Corporate Secretary to be able to discharge his/her duties efficiently, a staff of the Corporate Secretary should be formed, the composition, number, structure and duties of whose employees must be determined in the Provisions “On the Corporate Secretary and the Staff of the Corporate Secretary”.      
	Executed

Provisions on the Corporate Secretary and the Staff of the Corporate Secretary (approved by the Board of Directors, Minutes No.19-01/08(06) of 30.03.2006)

	50
	The Corporate Secretary and his/her staff shall ensure the discharge of the following duties as concerns corporate management: 
	Executed

	
	observance of the procedure of preparing and holding general meetings of the shareholders;
	

	
	organizing interaction between the Company and shareholders; 
	

	
	organizing the preparation and the holding of meetings of the Board of Directors and its Committees;
	

	
	ensuring the disclosure and provision of information on the Company according to the requirements of the active law, and storage of Company's documents;        
	

	
	rendering assistance to members of the Board of Directors in their discharge of their duties; 
	

	
	control over the observance of the requirements of this Code and its compliance with the active law.   
	

	Part III. Rights of Shareholders 

	1. General Meeting of the Shareholders

	51
	The Company has adopted Provisions on the General Meeting of the Shareholders, containing a detailed description of the procedure for preparing, holding of and decision-taking by the general meeting of the shareholders.    
	Executed (Provisions on the General Meeting of the Shareholders, Minutes of the General Meeting of the Shareholders No.01-05 of 04.07.2005)

	52
	a. Preparation. Shareholders shall be entitled to take part in and vote on issues of the agenda of the general meeting of the shareholders, to receive in advance a notification, the agenda and reliable, objective and latest information sufficient for taking reasonable decisions on the issues of the agenda. The executive bodies of the Company and the Corporate Secretary shall be in charge of ensuring this process.    
	Executed (clauses 7.2, 8.3, 12.13 of the Articles of Association; Provisions on the Corporate Secretary and the Staff of the Corporate Secretary, Section 3)

	53
	When getting prepared for holding a general meeting of the shareholders, the Company undertakes to provide shareholders within the scope and time established by the Russian legislation with the following information making it possible to for shareholders to take well-grounded decisions:    
	Executed (Clause 12.13 of the Articles of Association)

	
	materials, and draft resolutions on each agenda item,
	

	
	biographical data of each nominee for the Board of Directors and the Auditing Committee. 
	

	54
	The Company shall make it possible for shareholders to apply to the Corporate Secretary for getting information on the meeting and materials to it, and for interaction of shareholders with the Board of Directors and the executive bodies of the Company.  
	Executed

	55
	To realize their right of participation at the General meetings of the shareholders, the shareholders in the Company organize checkpoints at residing places of the Company branches where the shareholders can receive the information on the order of participation in such General meetings of the shareholders and get acquainted with the data needed for their well-founded decisions on the items on the agenda of the General meetings of the shareholders.
	Executed in practice

	56
	b. Holding a General Meeting of the Shareholders. The Company shall take all required measures to ensure the participation of shareholders in a general meeting and active voting on issues of the agenda.     
	Executed (clauses 12.12., 12.13. of the Articles of Association)

	57
	The venue of holding the general meeting shall be chosen so as to take into account its accessibility for the majority of shareholders. The registration procedure shall be convenient for participants and shall ensure a quick and unhindered access to the venue where the meeting is to be held.    
	Executed (general meetings of shareholders are conducted in Saint-Petersburg, as most of the shareholders dwell here, participants are registered at the place of conducting the meeting)

	58
	The Company shall ensure the presence of the members of the Board of Directors, executive bodies, Auditing Committee and a representative of the external auditor at the general meeting of the shareholders so that they could answer shareholders' questions. Each shareholder shall be entitled to speak on the issues of the agenda, to put forward respective motions  and to ask questions. The chairperson of the general meeting shall ensure a quick and efficient work of the meeting.    
	Executed (in practice the nominees to elected positions are always present at the meeting, temporary regulations on the speeches are indicated in clause 8.8. of the Provisions on the General Meeting of the Shareholders of OJSC N.W.Telecom, clause 7.2.1., clause 8.3. of the Article of Association, Provisions on the General Meeting of the Shareholders, clause 7.3.)

	59
	Voting shall be held using voting ballots. The procedure of counting the votes at a general meeting shall be transparent for shareholders and shall preclude any possible manipulation of the voting results. A representative of an independent registrar acting as the returning board shall ensure the observance of the proper procedure of holding the general meeting.    
	Executed (Clause 11.4. of the Articles of Association, Provisions on the General Meeting of the Shareholders, clause 7.6., 9.1.)

	60
	c. Results. The results of voting shall be brought to the notice of shareholders according to the procedure and within the time stipulated by the appropriate acts of legislation and shall be published on the Company’s Internet site www.nwtelecom.ru and in mass media. 
	Executed (Provisions on the General meeting of Shareholders, clause 8.12., Provisions on Information Policy, clause 2.7.)

	2. Protection of the Rights of Minority Shareholders

	61
	The Company shall do its best to organize such a system of taking strategic and other decisions important for the Company that would take into account the interests of minority shareholders as much as possible.       Among other things, a number of bylaws have been prepared by the Company for that purpose, such as the Provisions on Making Documents Available to Shareholders, the Provisions on the Procedure of Making Big Transactions, Related-Party Transactions and Transactions, the Approval of which is included by the Company's Articles of Association in the terms of reference of the Board of Directors.   The Company applies a system of registering shareholders' applications and efficiently regulating corporate disputes.   
	Executed (the system of registering and ruling on the corporate disputes is implemented via the Corporate Management Committee)

	62
	a. Representation in the Board of Directors.  Minority shareholders shall have representatives of their interests in the Board of Directors, which shall be ensured by the procedure of cumulative voting.   
	Executed (Clause 12.2.4. of the Articles of Association)

	63
	b. Independent Registrar. The register of Company's shareholders shall be kept by an independent registrar.    The choice and appointment of an independent registrar having all required technical facilities and an impeccable reputation will make it possible for the Company to ensure a reliable and efficient registration of the title to shares and other securities of the Company.  Jointly with the independent registrar, the Company shall ensure reliable and efficient methods of accounting and re-registration of the title to shares.    
	Executed (clauses 11.2., 11.3. of the Articles of Association)

	3. Related-Party Transactions and Big Transactions

	64
	The Company shall disclose on the Internet site www.nwtelecom.ru and publish in mass media and in the annual report information on its affiliated parties and shall disclose detailed information on related-party transactions and big transactions. 
	Executed (Provisions on Information Policy, clauses 2.3., 2.4.5., 2.6., 6.1. etc.)

	65
	Company's procedures in respect of big transactions and related-party transactions are set forth in the Provisions on OJSC N.W.Telecom's Procedure of Making Big Transactions, Related-Party Transactions and Transactions, the Approval of which is included by the Company's Articles of Association in the terms of reference of the Board of Directors. 
	Executed

	4. Dividend Policy 

	66
	The Company's dividend policy is based on the Provisions on Dividend on OJSC N.W.Telecom's Shares, approved by the Board of Directors, and on decisions of general meeting of the shareholders on dividend payment published in compliance with the law, among other editions, on the Company's Internet site www.nwtelecom.ru.
	Executed (Provisions on Information Policy, clauses 2.3., 6.2.)

	67
	The procedure of determining the amount of dividend on preferred shares shall not infringe upon rights of other shareholders.    
	Executed (clause 8.2. of the Articles of Association the share of profit for paying out the dividends on the preferred shares is fixed)

	68
	The Company's dividend policy:  
	Executed (clause 8.2. of the Articles of Association, Provisions on Share Dividends, clause 2.1 and Section 9)

	
	establishing a transparent, clear, and predictable mechanism of dividend accounting and payment,
	

	
	providing a dividend payment procedure that would be the most convenient and easiest for shareholders, 
	

	
	providing for actions preventing incomplete or delayed payment of declared dividends. 
	


	5. ADR Holders' Interests Protection

	69
	The Company shall take all necessary measures to provide equal conditions for ADR holders in respect of access to information on the Company. Among other things, however, not limited to this, the Company shall prepare and publish on its Internet site www.nwtelecom.ru information and documents for shareholders and investors in English. 
	Executed (Provisions on Information Policy, OJSC N.W.Telecom, clause 1.10.)

	70
	To ensure the rights and lawful interests of shareholders holding American Depositary receipts (ADR), including the right of participation in Company management, the Company undertakes to observe the terms and conditions of the active depositary agreement in respect of providing possibility for such shareholders to express their will in respect of any issues of the agenda of the general meeting of the shareholders.
	Executed

	71
	Besides, the Company shall take all necessary measures to provide equal conditions for ADR holders in respect of access to information on the Company. Among other things, however, not limited to this, the Company shall prepare and publish on its Internet site www.nwtelecom.ru information and documents for shareholders and investors in English.
	Executed (Provisions on Information Policy, OJSC N.W.Telecom, clause 1.10.)

	Part IV. Information Disclosure and Transparency 

	72
	The Company shall ensure an easy access to the information on all important facts, including such information as the financial position, results of operation, ownership and management structure. On the other hand, the Company shall aspire at ensuring a reasonable balance between openness and protecting the commercial interests of the Company. The Provisions on making available documents to Company's shareholders, regulating the issues of information disclosure, prepared and approved by the Board of Directors, is published on the Company's Internet site www.nwtelecom.ru.
	Executed (Provisions on Information Policy, OJSC N.W.Telecom, clause 1.10.)

	73
	The Company undertakes to give detailed answers to all inquiries within the time provided for by the law.   When answering inquiries, the Company shall reserve the right of keeping commercial secrets.   
	Executed (Provisions on Information Policy, clause 7.2.)


	1. Information Disclosure Policy and Practice

	74
	In compliance with the requirements of the Russian law and the Provisions on  Making Available Documents to OJSC N.W.Telecom's Shareholders, the Company shall provide information (documents) upon requests of shareholders. The Company shall publish a detailed annual report including a section on corporate management and shall prepare other important documents such as securities offering circulars, issuer's quarterly reports, information on important facts, as well as data that may have a serious impact on the value of Company's securities. The Company shall disclose information on its corporate governance practice and publish essential information in due time on its Internet site www.nwtelecom.ru.
	Executed (Provisions on Information Policy, clause 1.6., 1.10., 2.3., 2.4., 2.6., 7.2.)

	75
	The Company shall ensure the disclosure of information on the ownership structure, including the Company's available information on shareholders holding 5 and more per cent of Company's shares. The information on ADR holders and on shareholders represented by nominal holders shall be disclosed based on the data provided by ADR depositary bank and the respective nominal holders. Any corporate relations in the framework of the group of companies shall be also clearly  stated in the information disclosed by the Company.     
	Executed (according to Resolution by the Federal Committee on the Securities Market of 18.09.03, No.03-32/ps)

	76
	The Company shall take measures to protect confidential information. No information received by employees of the Company or  members of its management bodies can be used by them for any personal purposes.    
	Executed (Provisions on Information Policy, clause 1.5., Section 8)

	2. Financial Reporting 

	77
	The Company shall keep books and prepare a complete set of financial reporting in compliance with the Russian standards of accounting and financial reporting. Besides, the Company shall prepare accounts and reports according to the International Financial Reporting Standards (IFRS) and shall publish such reports both in the annual report and on the Internet site of the Company www.nwtelecom.ru.

	Executed (Provisions on Information Policy, clause 2.3., clause 2.4., 2.6. and Provisions on the Accounting Policy in Accounting)

	78
	Financial reports shall be accompanied by detailed comments making it possible for a reader of such reports to interpret correctly the data on the financial results of the Company. Financial information shall be supplemented by an analysis and comments of the management, as well as by a conclusion of an external auditor and the Auditing Committee.      
	Executed (according to the Federal Law "On Accounting" and clause 12.13. of the Articles of Association)

	3. Internal Control and Audit

	79
	a. Auditing Committee. The Company's Auditing Committee shall hold meetings at least 4 times a year to discharge its duties in compliance with Company's bylaws.  The Auditing Committee shall consist of experienced specialists in the field of finance.  
	Executed (Provisions on the Auditing Committee, clause 5.2.

	80
	The Auditing Committee shall check the legality of decisions and actions taken by executive bodies of the Company, check the compliance of transactions made by the Company with the conditions of transactions made under comparable conditions, shall conduct an analysis of the Company's financial position and other control over the financial and economic operation of the Company within its terms of reference.      
	Executed (clause 17.2. of the Articles of Association, Provisions on the Auditing Committee, clause 2.2.)

	81
	b. Internal Audit. The Company has an Internal Audit Department, which shall be responsible for the current internal control over the economic and financial operation of the Company.  The Internal Audit Department shall consist of employees with impeccable reputation and shall be administratively subordinated to the General Manager, shall submit reports on the results of checks to the General Manager, Auditing Committee and to the Board of Directors of the Company.  The powers, composition, work procedure and other issues of the activities of the Internal Audit Department shall be regulated by the bylaws of the Company.   
	Executed (Articles of association clause 17.3., Provisions on the Department of Internal Audit, Provisions on the Procedures (the system) of Internal Control.)

	82
	c. Committee of the Board of Directors.  A Committee shall concentrate on various aspects of the Company's activities, including, but not limited to, the three key aspects:   financial and managerial reporting, risk management, internal and external audit. Such a Committee shall be headed by an independent director and shall consist of independent and non-executive directors, each of whom shall have the sufficient knowledge of financial issues. The powers of the Committee, its composition and other issues shall be governed by the Provisions on the respective Committee of the Board of Directors.     
	Executed (Articles of Association clause 13.4.31), Provisions on the Audit Committee of the Board of Directors, clause 2.1.)

	4. External Audit

	83
	An external auditor shall audit the Company's financial reports. A recognized independent auditing company shall act as the external auditor.  Independence means independence of the auditor on the Company, its management and big shareholders. The auditing company shall carry out the audit in compliance with the International Auditing Standards. The Company shall ensure a periodic rotation of its external auditor. The external auditor shall be appointed by the general meeting of the shareholders taking into account recommendations of the respective Committee of the Board of Directors.    
	Executed (Articles of Association clause 12.2.12), clauses 17.1. and 17.4., Provisions on the Committee on Internal Audit, clause 2.1. and clause 2.2.2.a)


15.2. Data on the Observance of the recommendations of the Corporate Governance Code of the Federal Commission for the Securities Market.

Given that the Corporate Management Code of N.W.Telecom was developed, inter alia, on the basis of basic provisions of the recommended Corporate Governance Code of the Federal Commission for the Securities Market, the Company is committed to comply to the maximum possible extent with the document developed by the Federal Commission for the Securities Market.

Table 15. Fulfillment of provisions in accordance with recommendations of the Corporate Governance Code of the Federal Commission for the Securities Market
	No.
	Provisions of the Corporate Governance Code
	Observed / Non-Observed
	Note

	General Meeting of the Shareholders

	1
	Notifying the shareholders on the fact of holding the general meeting of the shareholders at least 30 days before the date on which it is to be held irrespective of the issues included in its agenda, unless the law provides for a longer period.   
	Observed partially
	Clause 12.12 of the Articles of Association Observed to the exclusion of cases of repeated and extraordinary meetings, convened on demand by the Auditing Commission, the Company Auditor, shareholders in possession of at least 10% of the voting stock.

	2
	The shareholders may get familiarized with the list of those entitled to participation in the general meeting of the shareholders starting from the day of notification on the fact of holding the general meeting of the shareholders till the closure of the general meeting of the shareholders held with attendance of participants, or till the date on which acceptance of voting ballots is over in case of absentee general meeting of the shareholders.
	Observed partially
	Clause 7.5. of the Articles of Association

	3
	The shareholders may get familiarized with the information (materials) to be provided during the preparation for the general meeting of the shareholders, through electronic communication facilities, including Internet.         
	Observed
	Website www.nwtelecom.ru


	4
	A shareholder has the opportunity to add an issue on the agenda of the general meeting of shareholders or demand the convention of a general meeting of shareholders without producing an extract from the shareholders’ register if its rights to shares are recorded in the system of the shareholders’ register and if its rights to shares are recorded on the deposit account it is sufficient to produce a statement of this account to exercise above rights.
	Observed
	Clause 12.6. of the Articles of Association and Provisions on the General Meeting of the Shareholders, clause 2. 6.

	5
	The Articles of Association or the bylaws of the joint-stock company contain a requirement of the obligatory attendance of the general meeting of the shareholders by the General Manager, Members of the Management Board, Members of the Board of Directors, Members of the Auditing Committee and the auditor of the joint-stock company.
	Observed
	Corporate Management Code, Part 3, clause 16 

	6
	Obligatory attendance by candidates when the general meeting of the shareholders considers the issues of electing Members of the Board of Directors, General Manager, Members of the Management Board, Members of the Auditing Committee and the issue of approving the auditor of the joint-stock company
	Observed
	The Company ensures the possibility of attendance by all candidates for election to the said bodies

	7
	Bylaws of the joint-stock company provide for a procedure of registration of the participants of the general meeting of the shareholders  
	Observed partially
	Registration is carried out according to the rules of a registrar. Provisions on the General Meeting of the Shareholders, clauses 8. 1. and 8. 2. 

	Board of Directors

	8
	The Articles of Association of the joint-stock company provide for the power of the Board of Directors to approve annually the financial and business plan of the joint-stock company
	Observed
	Clause 13.4.1 of the Articles of Association (The Board of Directors approves the budget)

	9
	The joint-stock company has a risk management procedure approved by the Board of Directors.
	Observed
	Provisions of the Risk Management of OJSC N.W.Telecom (approved by the Board of Directors, Minutes No.19-01/34(06) of 15.12.2006)

	10
	The Articles of Association of the joint-stock company provide for the right of the Board of Directors to take a decision on suspending the powers of the General Manager appointed by the general meeting of the shareholders.
	Not observed
	In accordance with clauses 13. 4. and 15 of the Company's Articles of Association appointing the General Manager and suspending the powers or releasing the General Manager from his/her powers is within the competence of the Board of Directors. 

	11
	The Articles of Association of the joint-stock company provide for the right of the Board of Directors to establish requirements for the skills and amount of remuneration of the General Manager, Members of the Management Board and managers of the basic structural divisions of the joint-stock company
	Observed
	Clause 13.4 33. of the Articles of Association. Contracts of employment with the said officials are approved by the Board of Directors

	12
	The Articles of Association of the joint-stock company provide for the right of the Board of Directors to approve terms and conditions of contracts with the General Manager and Members of the Management Board
	Observed
	Clause 13.4.33 of the Articles of Association

	13
	The Articles of Association or the bylaws of the joint-stock company contain a requirement that when terms and conditions of contracts with the General Manager (managing organization, manager) and Members of the Management Board are approved, votes of the Members of the Board of Directors who are the General Manager and Members of the Management Board are not counted
	Not observed
	

	14
	The Board of Directors of the joint-stock company has at least 3 independent directors meeting the requirements of the Corporate Management Code
	Observed
	

	15
	The Board of Directors of the joint-stock company does not include any persons who were recognized guilty of committing crime in the field of economic activities or crime against the state authorities, the interests of state service or service in local government bodies or to whom administrative punishment was applied for offence in the field of entrepreneurship or in the field of finance, taxes and fees, or securities market
	Observed
	

	16
	The Board of Directors of the joint-stock company does not include any persons who are participants, General Managers (managers), members of managing bodies or employees of a corporation competing with the joint-stock company
	Observed
	

	17
	The Articles of Association of the joint-stock company contain a requirement of electing the Board of Directors by cumulative voting
	Observed
	Clause 12.2.4. of the Articles of Association 

	18
	The bylaws of the joint-stock company provide for the obligation of Members of the Board of Directors to refrain from actions that will result or may potentially result in a conflict between their interests and the interests of the joint-stock company; and in case of such a conflict, the obligation must be provided for to disclose information on such a conflict to the Board of Directors
	Observed
	Corporate Management Code, Part II, clause 1k 

	19
	The bylaws of the joint-stock company provide for the obligation of Members of the Board of Directors to notify the Board of Directors in writing on any intention to make a transaction with any securities of the joint-stock company, of whose Board of Directors they are Members, or of its affiliates (subsidiaries), and to disclose information on any transactions made by them with any such securities
	Observed
	Clauses 3.2.9, 3.2.10 of the Provisions on the Board of Directors

	20
	The bylaws of the joint-stock company contain a requirement of holding meetings of the Board of Directors at least once in six weeks
	Observed
	Corporate Management Code, Part II, clause 1g 

	21
	Holding meetings of the Board of Directors of the joint-stock company during the year, for which the annual report of the joint-stock company is made up, at an interval of at least once in every six weeks
	Observed
	

	22
	The bylaws of the joint-stock company provide for a procedure of holding meetings of the Board of Directors
	Observed
	Provisions on the Board of Directors, clause 6. 

	23
	The bylaws of the joint-stock company contain a provision that the Board of Directors must approve of joint-stock company's transactions for amounts of 10 or more per cent of the value of the company's assets, except for transactions made in the course of normal economic operation
	Observed
	Clause 13.4.19 of the Articles of Association

	24
	The bylaws of the joint-stock company provide for the right of Members of the Board of Directors to get from executive bodies and managers of basic structural divisions of the joint-stock company any information required to perform their duties, and for responsibility for failure to present such information
	Observed
	Clauses 3.1.1, 3.2.7 of the Provisions on the Board of Directors

	25
	There is a committee of the Board of Directors in charge of strategic planning, or the functions of such a committee are vested in another committee (except for the audit committee and the personnel and remunerations committee)
	Observed
	Strategic Development committee (approved by the decision of the Board of Directors of 23.08.2004, Minutes No.29-04)

	26
	There is 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 interacts with it and with the Auditing Committee of the joint-stock company
	Observed
	Audit Committee (approved by the decision of the Board of Directors of 27.07.2006, Minutes No.19-01/22 (06).

	27
	The audit committee includes only independent and non-executive directors
	Observed
	Provisions on the Audit Committee of the Board of Directors, clause 3.2. 

	28
	The management of the audit committee is the responsibility of an independent director 
	Observed
	Provisions on the Audit Committee of the Board of Directors, clause 3.2. 

	29
	The bylaws of the joint-stock company provide for the right of access for all members of the audit committee to any documents and information of the joint-stock company, provided  they do not disclose confidential information   
	Observed
	Clauses 3.1.1, 3.2.4, 3.4 of the Provisions on the Board of Directors

	30
	Creating a committee of the Board of Directors (the committee for personnel and remunerations), the function of which is to determine the criteria of selecting candidates to Members of the Board of Directors and to develop a policy of the joint-stock company in the field of remuneration
	Observed
	Provisions on Appointments and Remunerations Committee, clause 2.3 

	31
	The management of the committee for personnel and remunerations is the responsibility of an independent director
	Observed
	Provisions on Appointments and Remunerations Committee, clause 3.4. 

	32
	The committee for personnel and remunerations does not include any officials of the joint-stock company  
	Observed
	Provisions on Appointments and Remunerations Committee, clause 3.2 

	33
	Creating a committee of the Board of Directors for risks or vesting the functions of such a committee in another committee (except for the audit committee and the committee for personnel and remunerations)
	Not observed
	Each committee of the Board of Directors discharges the functions of considering risks in its area of operation 

	34
	Creating a committee of the Board of Directors for settling corporate conflicts or vesting the functions of such a committee in another committee (except for the audit committee and the committee for personnel and remunerations)
	Observed
	Corporate Management Committee (approved by the Board of Directors on 23.08.2004, Minutes No.29-04)

	35
	The committee for settling corporate conflicts does not include any officials of the joint-stock company  
	Not observed
	Presence of a Company's representative in the committee is advisable for promptly settling corporate conflicts.   The Corporate Secretary of the Company is a Member of the Committee. 

	36
	The management of the committee for settling corporate conflicts is the responsibility of an independent director
	Not observed
	

	37
	There are bylaws of the joint-stock company approved by the Board of Directors providing for the procedure of forming and work of the committees of the Board of Directors
	Observed
	Provisions on the Committees of the Board of Directors (references to the Provisions see above)

	38
	The Articles of Association of the joint-stock company provide for the procedure for determining the quorum of the Board of Directors allowing to ensure obligatory participation of independent directors in meetings of the Board of Directors
	Not observed
	1. The algorithm of the activities of the Board of Directors is set forth in the Provisions on the Board of Directors. All the Members of the Board of Directors are informed without fail of the meetings of the Board of Directors, and may take part in them either in person or expressing their opinion in writing. 

	Executive Bodies 

	39
	The joint-stock company has a collective executive body (Management Board)
	Observed
	Article 14 of the Articles of Association

	40
	The Articles of Association or the bylaws of the joint-stock company contain a provision that the Management Board must approve of transactions with real estate or transactions of receiving loans by the joint-stock company, unless said transactions are classified as big transactions and unless they are a part of the normal economic activities of the joint-stock company
	Observed partially
	Clause 13.4 19) and 14.4 of the Articles of Association. 5)

	41
	The bylaws of the joint-stock company provide for a procedure of agreeing upon operations that are beyond the financial and economic plan of the joint-stock company       
	Observed
	Provisions on the Budget of OJSC N.W.Telecom Section 6.

	42
	The executive bodies do not include any persons who are participants, General Managers (managers), members of managing bodies or employees of a corporation competing with the joint-stock company   
	Observed
	

	43
	The executive bodies of the joint-stock company do not include any persons who were recognized guilty of committing crime in the field of economic activities or crime against the state authorities, the interests of state service or service in local government bodies or to whom administrative punishment was applied for offence in the field of entrepreneurship or in the field of finance, taxes and fees, or securities market.    If the duties of the sole executive body are discharged by a managing organization or a manager, the general manager and the members of the management board of the managing organization or manager must meet the requirements for the General Manager and Members of the Management Board of the joint-stock company
	Observed
	

	44
	The Articles of Association or bylaws of the joint-stock company provide for a prohibition for the managing organization (manager) to discharge the same functions in a competing company or to be in any other privity with the joint-stock company, besides providing the services of the managing organization (manager)      
	Not observed
	

	45
	The bylaws of the joint-stock company provide for the obligation of the executive bodies to refrain from actions that will result or may potentially result in a conflict between their interests and the interests of the joint-stock company; and in case of such a conflict, the obligation must be provided for to disclose information on such a conflict to the Board of Directors
	Observed
	Corporate Management Code , Part II, clause 2.

	46
	The Articles of Association or bylaws of the joint-stock company provide for criteria of selecting a managing organization (manager) 


	Not observed
	

	47
	The executive bodies of the joint-stock company present monthly reports on their work to the Board of Directors
	Observed
	Meetings of the Board of Directors are held 2 or 3 times a month. Various issues of the Company's activities are put forward for their consideration according to the plan on behalf of the Management Board. Meetings of the Board of Directors regularly consider the issues of fulfilling decisions of the general meeting of the shareholders and of the Board of Directors, and information on Company budget execution is considered on a quarterly basis.

	48
	Contracts concluded by the joint-stock company with the General Manager (managing organization or manager) and the Members of the Management Board set forth a liability for breaking any Provisions on the use of confidential or housekeeping information
	Observed
	The commitment of non-disclosure of commercial secrets or any other confidential information is included in the employment contract of these parties

	Secretary of the Company 

	49
	The joint-stock company has a special official (secretary of the company), whose task is to ensure the observance by the bodies and officials of the joint-stock company of the procedural requirements guaranteeing the rights and legal interests of the company's shareholders 
	Observed
	Article 16 of the Articles of Association

	50
	The Articles of Association or bylaws of the joint-stock company provide for a procedure of appointing (electing) the company secretary and set forth the duties of the company secretary         
	Observed
	Corporate Management Code, Part II, Section 3.

	51
	The Articles of Association of the joint-stock company provide for requirements for the candidature of the company secretary   
	Not observed
	The requirements are set in the Provisions on the Corporate Secretary and the Staff of the Corporate Secretary (approved by the Board of Directors, Minutes No.19-01/07(06) of 30.03.2006)

	Important Corporate Actions 

	52
	The Articles of Association or bylaws of the joint-stock company provide for a requirement of approving a big transaction before it is made 
	Observed
	The Provisions on Closing Major Deals in OJSC N.W.Telecom, in which there is an expressed interest, and of the deals which need approval by the Board of Directors as per the Company's Articles of Association, Section 5.

	53
	An independent appraiser must be invited to evaluate the market value of assets being the subject of a big transaction   
	Observed
	Since more than 2% of stock of OJSC N.W.Telecom belongs to the State, the state financial controlling agency has to be brought in to define the market value of property in such deals. The state financial controlling agency is independent of OJSC N.W.Telecom.

	54
	The Articles of Association of the joint-stock company provides for a prohibition of taking, in case of acquiring big blocks of shares of the joint-stock company (merger), any actions aimed at protecting the interests of the executive bodies (members of such bodies) and Members of the Board of Directors of the joint-stock company or deteriorating the position of the shareholders as compared to the current position (among other things, a prohibition for the Board of Directors to take, before the expected period of shares acquisition is over, a decision on issuing extra shares, on issuing securities convertible into shares or securities entitling their holders to acquisition of company's shares, even if the right of taking such a decision is granted to it by the Articles of Association)
	Not observed
	

	55
	The Articles of Association of the joint-stock company provide for a requirement that an independent appraiser must be invited to evaluate the current market value of shares and possible changes in their market value as a result of merger   
	Not observed
	

	56
	The Articles of Association of the joint-stock company do not absolve the acquirer from the obligation to make an offer that the shareholders sell common shares of the company held by them (issued securities convertible into common shares) in case of merger     
	Observed
	

	57
	The Articles of Association or bylaws of the joint-stock company provide for a requirement that an independent appraiser must be invited to determine the shares conversion ratio in case of reorganization    
	Observed
	The Federal Law "On Joint-Stock Companies", clause 3, Article 34 "When paying with non-currency means for the stock an independent valuating entity has to be brought in."

	Disclosure of Information

	58
	There is a bylaw approved by the Board of Directors and setting forth the rules and approaches of the joint-stock company towards information disclosure (Provisions on Information Policy)
	Observed
	Provisions on Information Policy (approved by the Board of Directors, Minutes No.38-04 of 29.10.2004)

	59
	The bylaws of the joint-stock company contain a requirement of disclosing information on the goals of shares floatation, on the parties intending to acquire shares to be floated, including a big block of shares, and on whether the top officials of the joint-stock company are going to participate in acquiring the floated shares of the company    
	Not observed
	The Information is disclosed pursuant to the Federal Law "On the Securities market" and the Order of the Federal Service for Financial Markets, No.06-117/pz-n.

	60
	The bylaws of the joint-stock company contain a list of information, documents and materials to be provided to shareholders for taking decisions on the issues discussed at the general meeting of the shareholders    
	Observed
	Clause 12.13. of the Articles of Association and the Provisions on Providing the Documents to the Shareholders of OJSC N.W.Telecom (approved by the decision of the Management Board, Minutes No.248-02(26) of 13.08.2002) 

	61
	The joint-stock company has an Internet site and regularly discloses information on the joint-stock company on that Internet site.  
	Observed
	http://www.nwtelecom.ru/

	62
	The bylaws of the joint-stock company contain a requirement of disclosing information on transactions of the joint-stock company with the parties, who, under the Articles of Association, are considered the top officials of the joint-stock company, as well as on transactions of the joint-stock company with organizations, in which top officials of the joint-stock company directly or directly own 20 or more per cent of the authorized capital of the joint-stock company or which such officials may otherwise significantly influence.     
	Observed
	Corporate Management Code, Part IV, clause 1 (disclosed during the annual report as a piece of significant information in accordance with the Federal Law "On the Securities Market"). 

	63
	The bylaws of the joint-stock company contain a requirement of disclosing information on all transactions that may influence the market value of joint-stock company's shares   
	Observed
	Corporate Management Code, Part IV, clause 1.

	64
	There is a bylaw approved by the Board of Directors on using important information on the activities of the joint-stock company, on shares and other securities of the Company and on transactions with them, which is not accessible to the general public and the disclosure of which may have a significant influence on the market value of shares and other securities of the joint-stock company
	Observed
	Provisions on Information Policy (approved by the Board of Directors, Minutes No.38-04 of 29.10.2004)


	Control over Financial and Economic Operation  

	65
	There are procedures of internal control over the financial and economic operation of the joint-stock company, approved by the Board of Directors
	Observed
	Provisions on the Audit of Financial and Business Activity of a Structural Unit of OJSC N.W.Telecom (approved by the Board of Directors, Minutes No. 19-01/13(06) of May 17, 2006), Provisions on the Comprehensive Audit of a Structural Unit of OJSC N.W.Telecom (approved by the Board of Directors, Minutes No. 19-01/13(06) of May 17, 2006), Provisions on Risks Management (approved by the Board of Directors, Minutes No. 19-013334(06) of December 15, 2006)

	66
	There is a special division of the joint-stock company ensuring the observance of internal control procedures (control and audit service) 
	Observed
	The Department of Internal Audit

	67
	The bylaws of the joint-stock company contain a requirement of determining the structure and composition of the control and audit service of the joint-stock company by the Board of Directors
	Observed partially
	Structure of the Department of Internal Audit (DIA) is defined by the Board of Directors. The candidacy of the Director of the Department of Internal Audit is agreed with the Board of Directors (clauses 1.2, 1.3 of the Provisions on the Department of Internal Audit). The team of the Department of Internal Audit (to the exclusion of its Director) is approved by the General Manager (clause 1.4. of the Provisions on DIA)

	68
	The control and audit service does not include any persons who were recognized guilty of committing crime in the field of economic activities or crime against the state authorities, the interests of state service or service in local government bodies or to whom administrative punishment was applied for offence in the field of entrepreneurship or in the field of finance, taxes and fees, or securities market   
	Observed
	

	69
	The control and audit service does not include any persons being members of executive bodies of the joint-stock company or persons who are participants, General Managers (managers), members of managing bodies or employees of a corporation competing with the joint-stock company
	Observed
	

	70
	The bylaws of the joint-stock company provide for a fixed period of submitting to the control and audit service documents and materials for evaluation of a transacted financial or economic operation, as well as a liability of officials and employees of the joint-stock company for failure to submit them within the established time     
	Observed
	Specified by separate orders for each separate audit.

	71
	Internal documents of a shareholding Company need to commit the controlling and auditing service to report the identified violations to the Audit Committee, and in case it is absent – to the Board of Directors of the joint-stock company
	Observed
	Provisions on DIA, clause 4, DIA Plan of Activities for 2007.

	72
	The Articles of Association of the joint-stock company contain a requirement of a preliminary evaluation by the control and audit service of the expediency of transacting operations that are not provided for by the financial and economic plan of the joint-stock company (non-standard operations)       
	Not observed
	Such deals have to be preliminarily approved by the Board of Directors that goes by the previous consultation with the internal services of the Company and can bring in independent consultants (clause 13.4.2 of the Articles of Association).)

	73
	The bylaws of the joint-stock company provide for a procedure of agreeing upon a non-standard operation with the Board of Directors
	Observed
	Provisions on Budgeting the OJSC N.W.Telecom, Part 6 (the adjusted budget is approved by the Board of Directors)

	74
	There is a bylaw approved by the Board of Directors, that determines the procedure of carrying out audits of the financial and economic activities of the joint-stock company by the Auditing Committee
	Observed
	Provisions on Auditing Committee (approved by the General Meeting of the Shareholders, Minutes No.0001-06 of 12.07.2006) 

	75
	The audit committee evaluates the auditors' report prior to presenting it to shareholders at the general meeting of the shareholders 
	Observed
	Provisions on the Audit Committee, clause 2.2.2.g).

	Dividend

	76
	There is a bylaw approved by the Board of Directors, used as guidelines by the Board of Directors when recommendations on the amount of dividend are taken (Provisions on the Dividend Policy)
	Observed
	Provisions on Dividend on Shares (approved by the Board of Directors, Minutes No.34-02(05)) on 30.08.2002.

	77
	The Provisions on the Dividend Policy provide for a procedure of determining the minimum share of the net profit of the joint-stock company, allocated for the payment of dividend, and the conditions, under which there is no payment or there is an incomplete payment of dividend on the preferred shares, the amount of dividend on which is determined in the Articles of Association of the joint-stock company   
	Observed
	Provisions on dividend on Shares of OJSC N.W.Telecom, clause 2.1. 3.1, Section 5.

	78
	Publishing information on the dividend policy of the joint-stock company and on any changes introduced into such policy in a periodical provided for by the Articles of Association of the joint-stock company for publishing notifications on holding general meetings of the shareholders, and placing such information on the Internet site of the joint-stock company    
	Observed
	Corporate Governence Code, Part III, clause 4.


Since the shares of the OJSC N.W.Telecom are admitted for trading at stock exchanges and are included on the rating lists of the exchanges of A2 and A1 level, the Company has to adhere to the regulations on corporate behavior, such adherence being a prerequisite for including and maintaining its shares on the respective quoting lists of the exchanges.

OJSC N.W.Telecom drafts quarterly and forwards the Report on adhering to the regulations on the corporate behavior to the respective stock exchanges so as to maintain its shares on the A2 and A1 quoting lists of those exchanges. Currently the Company fully meets all the prerequisites on the Issuer with respect to adhering to the norms of the corporate behavior that apply to such Issuers their shares being on the A2 quoting list for the exchanges.
XVI. CAPITALIZATION AND SECURITIES
16.1. Authorized capital
The authorized capital of the Company is 1,131,414,770 roubles.  

Table 16. Autorized capital.
	Categories (types) of shares
	Number (pcs)
	Face value (roubles)

	I. Floated shares: 
Common shares

type A preferred shares 
	881,045,433

250,369,337
	1 rouble

	II. Stated shares: 
Common shares

type A preferred shares 
	6,098

32,486
	1 rouble


16.2. The structure of the Company's stock capital
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16.3. Information on Owners of the Biggest Blocks of shares

Table 17. Owners and Nominal Holders of the Big Blocks of Shares.
	Shareholder
	Status
	Common shares.
	Percentage of common shares.
	Preferred shares.
	Percentage of preferred shares.
	Shares, total
	Percentage of total number of shares

	Legal entities (187 accounts), total:
	
	839,197,912
	95.250%
	166,126,969
	66.353%
	1,005,324,881
	88.856%

	including those holding more than 1% of the authorized capital:
	
	
	
	
	
	
	

	OPEN JOINT-STOCK COMPANY "INVESTMENT COMMUNICATION COMPANY"
	OW
	447,230,789
	50.761%
	0
	0.000%
	447,230,789
	39.528%

	CLOSED JOINT-STOCK COMPANY "UBS NOMINEES"
	NH
	111,978,810
	12.710%
	25,702,898
	10.266%
	137,681,708
	12.169%

	ING BANK (EURASIA) CJSC  (CLOSED JOINT-STOCK COMPANY)
	NH
	87,382,363
	9.918%
	40,642,307
	16.233%
	128,024,670
	11.315%

	CLOSED JOINT-STOCK COMPANY "DEPOSITARY CLEARING COMPANY"
	NH
	58,394,110
	6.628%
	61,696,909
	24.642%
	120,091,019
	10.614%

	NONPROFIT PARTNERSHIP "NATIONAL DEPOSITARY CENTRE"
	NH
	38,170,802
	4.332%
	17,921,909
	7.158%
	56,092,711
	4.958%

	CLOSED JOINT-STOCK COMPANY – COMMERCIAL BANK "CITIBANK"
	NH
	34,051,032
	3.865%
	9,191,175
	3.671%
	43,242,207
	3.822%

	THE RUSSIAN FEDERTION REPRESENTED BY THE FEDERAL AGENCY FOR FEDERAL PROPERTY MANAGEMENT
	OW
	37,753,619
	4.285%
	5,276
	0.002%
	37,758,895
	3.337%

	CLOSED JOINT-STOCK COMPANY "REFFEISEN BANK AUSTRIA"
	NH
	15,859,923
	1.800%
	0
	0.000%
	15,859,923
	1.402%

	Individuals (31870 accounts)
	 
	41,847,521
	4.750%
	84,242,368
	33.647%
	126,089,889
	11.144%

	including those holding more than 1% of the authorized capital:
	
	-
	-
	-
	-
	-
	-

	TOTAL:
	
	881,045,433
	100%
	250,369,337
	100%
	1,131,414,770
	100%


Note:

OW - Owner

NH – nominal holder
16.4. Information on the trading venues for trading in shares of the Company

Table 18. N.W.Telecom shares on Russian and foreign markets
	Name of the securities
	Common registered non-documentary shares
	Preferred registered non-documentary type A shares
	1st level ADR for common shares

	
	
	
	

	Name of the Stock Exchange
	Moscow Interbank Currency Exchange
	Non-Profit Partnership "Russian Trading System"
	Stock Exchange "Russian Trading System"
	Moscow Interbank Currency Exchange
	Non-Profit Partnership "Russian Trading System"
	Stock Exchange "Russian Trading System"
	Berlin - & Frankfurt Stock Exchange
	USA off-exchange market 

	Quoting list level
	А1
	А2
	А2*
	А2
	А2
	А2*
	Freiverkehr
	-

	Ticker tape
	SPTL
	SPTL
	SPTLG
	SPTLP
	SPTLP
	SPTLPG
	SQ4.BE (Berlin)

SQ4.F (Frakkfurt)
	N.W.TelecomEY


* from 21 July to 31 December 2006 inclusive the shares were not listed at this stock exchange.

Information on current quotations, spreads, prices of deals and market capitalization is available on web-sites: www.rts.ru, www.micex.ru, www.skrin.ru, www.adr.com, http://deutsche-boerse.com/, www.berlinerboerse.de 

Table 19. Exchange information according to the RTS (Russian Trading System) data (classic market) with account taken of market and target deals

	
	2005
	2006

	
	Volume of trade, USD
	Volume of trade, pcs.
	Number of deals
	Volume of trade, USD
	Volume of trade, pcs.
	Number of deals

	Common shares
	17,552,262
	25,600,898
	376
	15,781,836
	13,517,802
	254

	Preferred shares
	7,883,161
	15,228,243
	244
	8,540,124
	9,035,540
	170


Table 20. Exchange information according to the RTS (Russian Trading System) data (exchange market) with account taken of market and target deals

	
	2005
	2006

	
	Volume of trade, rubles
	Volume of trade, pcs.
	Number of deals
	Volume of trade, rubles
	Volume of trade, pcs.
	Number of deals

	Common shares
	220,009,024
	11,328,469
	980
	60,869,082
	2,170,426
	159

	Preferred shares
	137,524,215
	10,050,335
	662
	30,849,089
	1,286,395
	143


Table 21. Exchange information according to the Moscow Interbank Currency Exchange (main trade mode)

	
	2005 
	2006

	
	Volume of trade, rubles
	Volume of trade, pcs.
	Number of deals
	Volume of trade, rubles
	Volume of trade, pcs.
	Number of deals

	Common shares
	620,901,745
	31,750,723
	5,921
	2,353,328,962
	75,057,900
	14,264

	Preferred shares
	298,838,810
	19,891,964
	4,272
	1,010,824,066
	39,434,400
	11,668


In 2006, the noticeable growth in the trade in N.W.Telecom shares at the Moscow Interbank Currency Exchange continued in terms of money and, what’s more important, in physical terms. Deals in common shares in the Company were made at this Exchange every day. As compared with 2005, the physical volume of trade in common and preference shares in the Company at the Moscow Interbank Currency Exchange rose by 136% and 98% respectively. On the contrary, the volume of trade at the Non-Commercial Partnership RTS fell by 47% for common shares and by 41% for preference shares and at OJSC RTS by 81% and 87% respectively. The reduction in turnovers at the Non-Commercial Partnership RTS and OJSC RTS is due to the fall in the liquidity of the exchanges.

Fig. 8. Exchange turnover on common shares

Fig. 9. Exchange turnover on preference shares

in N.W.Telecom in 2006  (millions of pcs)
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On the whole, the volume of trade rose as against 2005 by 32% for common shares and by 10% for preference shares. The aggregate volume of trade in common and preference shares in 2006 was 90.7 million pieces and 49.7 million pieces respectively.

Fig. 10. Change in the aggregate volume of trade at exchanges, millions of pieces
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16.5. Capitalization and value of shares

In 2006, the steady growth of the value of N.W.Telecom shares continued.

There were four main stages of changes in the value of common and preference shares in the Company during 2006:

I. Active growth with minor adjustment and stabilization at the achieved levels (early in 2006).

II. Deep adjustment (from mid-May till mid-June 2006) affecting the whole Russian stock market.

III. Stagnation for preference shares and a smooth rise in the price of common shares (from June till late November 2006).

IV. Rapid growth (December 2006).

Fig. 11. Change in the prices of N.W.Telecom shares in 2006 (Moscow Interbank Currency Exchange, closing price, rubles)
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The rise in the market value of OJSC N.W.Telecom in 2006 was due to both internal and external factors.

The external factors include:

· general positive expectations of Russian and foreign investors regarding the Russian economy;

· re-distribution of assets from the oil and gas sector to other industries in connection with unstable oil prices;

· purchase of shares in interregional companies, organized by the investment bank “KIT Finance” in favor of one of its customers;

· acquisition of the blocking stake in OJSC “Svyazinvest” by Joint-Stock Financial Company “Sistema”;

· speculations on the alternatives of OJSC “Svyazinvest” reorganization.

The internal (corporate) factors include:

· positive performance of the Company in 2006;

· improvement in the quality of corporate management;

· activities of the Company in the IR area.

Fig. 12. Change in the N.W.Telecom capitalization in 2006 (according to RTS) and RTS index, %
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In 2006, the N.W.Telecom capitalization changed mostly in accordance with the periods of rise and fall of the Russian stock market. If at the beginning of 2006 the N.W.Telecom capitalization exceeded the psychologically important level of $1 billion, new records were reached in the end of the year as the Company’s capitalization exceeded another psychologically important level of $1.5 billion and stabilized at $1.6 billion. As the result of rapid growth of the stock market in the end of the year the Company’s capitalization at RTS according to the year’s results rose by 67% (the RTS index rose by 71%).

Fig. 13. Change in the capitalization of interregional companies and RTS index in 2006, %
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In 2006 the groeth of the N.W.Telecom capitalization outpaced the average growth for interregional companies and, as the result, by the end of the year the Company took the third place among interregional companies by the market value.

16.6. ADR Program information
Date of level 1 ADR programme registration: 4th September 2001.   

Depository bank: JPMorgan Chase Bank 

ADR factor: 1 ADR = 50 common shares of OJSC N.W.Telecom.

In 2006, the share of level 1 ADR for common shares in free circulation continued to grow gradually. According to the year’s results, the number of level 1 ADR rose by 18% to 1 082 726 pieces or 6.1% of the total number of common shares in the authorized capital of the Company. This was facilitated by high financial and economic results of OJSC N.W.Telecom, improvement in the quality of corporate management as well as by the Company’s efforts aimed at increasing the interest of Western investors in the authorized capital.

Table 22. Largest holders of N.W.Telecom’s ADR at December 31, 2006

	Institutional holders
	Number of ADR, pcs
	% of the total number of common shares in circulation

	Goldman Sachs Asset Management International 
	237,103
	1.35

	Julius Baer International Equity Fund 
	336,961
	1.91

	Goldman Sachs Funds Global Emerging Market Equity 
	124,987
	0.71

	Goldman Sachs Emerging Markets Equity Fund 
	112,116
	0.64

	Union Investment Group 
	89,000
	0.51

	Carnegie Asset Management A/S 
	85,000
	0.48

	Uni EM Osteuropafonds 
	70,000
	0.40

	Carnegie Fund - East European 
	55,000
	0.31

	Universal-Investment-Gesellschaft GmbH 
	29,300
	0.17

	Sydinvest 
	20,000
	0.11


16.7. Information on effective issues of the Company bonds

Within the framework of measures for reducing the cost and extending the periods of borrowings as well as diversifying financing sources, in December 2006 N.W.Telecom floated the fourth bond loan. The rate of the first and subsequent coupons was 8.1% per annum, meeting the Company’s expectations.

The loan proceeds will be allocated for financing N.W.Telecom’s investment projects and refinancing the existing credit portfolio.

Table 23. Effective (circulating) bond issues.

	Issue No.
	Volume of issue at the par value (millions of rubles)
	Floatation end date
	Number of coupons (coupon period)
	Coupon rates
	Repayment date

	2
	1500
	08.10.2003
	16 (91 days)
	From 1 to 4 – 14.2% per annum;

From 5 to 8 – 13.2% per annum;

from 8 to 16 – 7.5% per annum.
	The par value of the bonds is repaid in portions at the following dates:
1) 04.10.2006 - 30% of the par value of bonds;
2) 04.04.2007 - 30% of the par value of bonds;
3) 03.10.2007 - 40% of the par value of bonds.

	3
	3000
	03.03.2005
	24 (91 days)
	From 1 to 12 –

9.25% per annum;

From 12 to 24 – 

To be determined by the Board of Directors
	The par value of the bonds is repaid in portions at the following dates:
1) 25.02.2010 - 30% of the par value of bonds;
2) 26.08.2010 -30% of the par value of bonds;
3) 24.02.2011 - 40% of the par value of bonds.

	4
	2000
	14.12.2006
	20 (91 days)
	From 1 to 20 –

8.1% per annum
	The par value of the bonds is repaid in portions at the following dates: 
1) 10.12.2009 - 25% of the par value of bonds;

2) 09.12.2010 -25% of the par value of bonds;

3) 08.12.2011 -50% of the par value of bonds;


16.8. Information on the Credit Rating and Corporate Rating of the Company 
Credit ratings

To raise its ratings, in 2006 the Company worked actively with Standard & Poor’s and Fitch Ratings experts to identify and remove the negative factors which could involve a decline in ratings. As the result of its activties, the following credit ratings were assigned to the Company:
Table 23. N.W.Telecom credit ratings as of the end of 2006

	Rating 
agency
	Rating
	Date
	
Изменение 

	Fitch Ratings
	International credit rating В+/ projection “Stable”
	10th August 2006
	

	Fitch Ratings
	national credit rating

А (rus)/projection “Stable”
	14th August 2006
	

	Standard & Poor’s
	International credit rating ВВ-/projection “Stable”
	27th September 2006
	

	Standard & Poor’s
	national credit rating RuАА-
	27th September 2006
	


According to the rating agencies’ experts, the factors which produced a favorable effect on the ratings included the high share of OJSC N.W.Telecom on the basic markets (local and intrazonal communications), growing share of new services in the total proceeds as well as the increased profitability and efficiency of the Company business.

The assigned ratings are among the highest ones not only for interregional companies but for the whole of Russia as well.

Corporate Managemet Ratings

OJSC N.W.Telecom has one of the highest corporate management levels not only in the industry but in the whole of Russia as well and this fact is reflected in the corporate management ratings of the Company. 
During 2006 the Company worked with the rating agencies’ representatives in order to provide the most complete information on its activities. As the result, the following corporate management ratings were assigned to the Company:

Table 24. Corporate management ratings as of the end of 2006

	Rating agency
	Rating
	Date
	Change

	RID-Expert RA
	corporate management rating “А”
	March 20, 2006
	

	Standard & Poor’s
	corporate management rating “5.6”, national scale
	November 2, 2006
	

	Standard & Poor’s
	corporate management rating “5+”, international scale
	November 2, 2006
	


The rating agencies’ analysts note as the indisputable advantages of OJSC N.W.Telecom:
· important role of the Board of Directors and its committees in the management of the Company;

· active role of independent directors in the management of the Company;
· high general transparency of the Company, better preparation of reports according to IFRS.

According to the results of 2006, OJSC N.W.Telecom has the highest corporate management ratings among all interregional companies.

XVII. REFERENCE INFORMATION FOR SHAREHOLDERS
17.1. Information on the Company's Auditor
Name: Limited Liability Company “Ernst & Young”
Location:  Branch in St. Petersburg:  23A, ul. Malaya Morskaya, St.Petersburg, 190000
Mailing address: 77, Sadovnichesaya nab., building 1, Moscow, 115035

E-mail: moscow@ru.ey.com
Data on Auditor's license: Auditor's license: 

No. of license:  Е 003246
Date of issue: 17.01.2003
Validity period: 5 years

Authority issuing the license: RF Ministry of Finance

17.2. Information on the Company's register holder 

Name: Open Joint-Stock Company "United Registration Company" 
Legal address: 70, ul.Pyatnitskaya, Moscow, 113095
Mailing address: POB 162, Moscow, 107078

Telephone: (495) 504-28-86
Web-site www.ork-reestr.ru 
License:

No. of license:  10-000-1-00314
Date of issue: 30.03.2004
Validity period: without limitation of the validity period
Authority issuing the license: Federal Commission for the Securities Market of RF

Date since which the Issuer's registered securities register is kept by the said registrar: 13.12.2005
17.3. Information on the procedure of dividends payment

Payment of dividend to legal entities  

Dividend shall be paid to legal entity shareholders directly by the Company by transferring monies in compliance with the legal entity's bank details provided to OJSC N.W.Telecom by the Registrar. 

OJSC N.W.Telecom’s contact telephone No. concerning the issue of dividend payment to legal entities: (812) 719-92-32
Payment of dividend to natural persons

Dividend shall be paid to individual shareholders via the Company's dividend payment Agent: 
Agent's name: LLC "North-West Finance Company" 
Address: 26 1-ya Krasnoarmeyskaya ul., St. Petersburg, 198005
Telephone: 333-25-18.
Shareholders Department of OJSC N.W.Telecom reference telephone No. (812) 312-5289

The individual shareholders residing in the regions of the North-Western Federal District, except for Saint Petersburg and Leningrad Oblast may receive their dividend at the Company’s appropriate offices at the place of their residence.   More information on the place of receiving the dividend can be obtained at the shareholders department of OJSC N.W.Telecom, and in the regions: 

	Branch

	Telephone for information:


	Arkhangelsk Branch

	(8182) 20-50-90

	Vologda Branch

	(8172) 72-83-39

	Murmansk Branch

	(8152) 48-51-85

	Novgorod Branch

	(8162) 73-92-02

	Komi Branch

	(8212) 29-92-88

	Kaliningrad Branch

	(4012) 45-33-15

	Karelia Branch

	(8142) 79-43-60

	Pskov Branch

	(8112) 16-80-77


17.4. Data on the Company's Branches

	Arkhangelsh Branch of the Open Joint-Stock Company North-West Telecom

	Address
	45, Troitsky prospekt, Arkhangelsk, 163061

	Regional Director – Manager of the Branch 
	Vladimir Ivanovich Belokaminskiy

	Telephone
	(8182) 20-50-20 

	Fax
	(8182) 65-40-96, 25-82-975 

	URL
	http://arkhangelsk.nwtelecom.ru 

	e-mail
	info@artelecom.ru


	Petersburg Branch of the Open Joint-Stock Company North-West Telecom


	Address

	24, ul. B. Morskaya, St. Petersburg, 191186


	Regional Director – Manager of the Branch 

	Leonid Zigmundovich Tufrin


	Telephone

	(812) 314-15-50, (812) 315-41-05

	Fax

	(812) 110-68-34 

	URL

	http://www.ptn.ru


	e-mail

	office@ptn.ru



	Leningrad Oblast Branch of the Open Joint-Stock Company North-West Telecom

	Address
	15, ul. Pochtamtskaya, St. Petersburg, 190000

	Regional Director – Manager of the Branch 
	Vitaly Yevgenyevich Strizhkov

	Telephone
	(812) 571-84-78 

	Fax
	(812) 315-48-50

	Website
	http://lenobl.nwtelecom.ru 

	e-mail
	 lensvyaz@spb.lsi.ru

	Vologda Branch of the Open Joint-Stock Company North-West Telecom


	Address

	4, Sovetsky pr., Vologda, 160000;


	Regional Director – Manager of the Branch 

	Yury Alexandrovich Pochekin


	Telephone

	(8172) 72-00-14

	Fax

	(8172) 72-61-23

	URL

	http://vologda.nwtelecom.ru 


	e-mail

	32eu@svz.vologda .ru 



	Murmansk Branch of the Open Joint-Stock Company North-West Telecom

	Address
	82-a, pr. Lenina, Murmansk, 183038

	Regional Director – Manager of the Branch 
	Vitaly Stanislavovich Vitman

	Telephone
	(8152) 45-45-45

	Fax
	(8152) 45-00-45

	URL
	http://murmansk.nwtelecom.ru 

	e-mail
	mels@mels.ru


	Novgorod Branch of the Open Joint-Stock Company North-West Telecom

	Address
	2, ul. Lyudogoshcha, Veliky Novgorod, 173000

	Regional Director – Manager of the Branch 
	Nikolay Pavlovich Emelyanov

	Telephone
	(8162) 18-25-10

	Fax
	(8162) 13-19-15

	URL
	http://novgorod.nwtelecom.ru 

	e-mail
	nt@novgorod.net


	Komi Branch of the Open Joint-Stock Company North-West Telecom

	Address
	60, ul Lenina, Syktyvkar, the Komi Republic, 167981

	Regional Director – Manager of the Branch 
	Vikentiy Alexandrovich Kozlov

	Telephone
	(8212) 21-60-50

	Fax
	(8212) 21-51-70

	Website
	http://komi.nwtelecom.ru 

	e-mail
	komisvyaz@parma.ru


	Kaliningrad Branch of the Open Joint-Stock Company North-West Telecom

	Address
	24, ul. Bolnichnaya, Kaliningrad, 236040

	Regional Director – Manager of the Branch 
	Andrey Alexeyevich Kulazhenkov

	Telephone
	(4012) 45-18-20

	Fax
	(4012) 45-15-52 

	URL
	http://kaliningrad.nwtelecom.ru/

	e-mail
	postmaster@b24.baltnet.ru


	Karelia Branch of the Open Joint-Stock Company North-West Telecom

	Address
	4, ul. Gorkogo, Petrozavodsk, 185035

	Regional Director – Manager of the Branch 
	Sergey Mikhaylovich Gavryushev

	Telephone
	(8142) 76-51-11

	Fax
	(8142) 76-61-44

	URL
	http://karelia.nwtelecom.ru 

	e-mail
	ao@com.onego.ru


	Pskov Branch of the Open Joint-Stock Company North-West Telecom

	Address
	17, ul. Lenina., Pskov, Pskov Oblast, 180000

	Regional Director – Manager of the Branch 
	Viktor Ivanovich Plyachenko

	Telephone
	(8112) 16-57-77

	Fax
	(8112) 16-97-35 

	URL
	http://pskov.nwtelecom.ru 

	e-mail
	office@elpskov.ru 


17.5. Information on contact telephone Nos., fax No., e-mail address and Internet address of the Company.   

	General Directorate (location of OJSC N.W.Telecom's executive body)

	address
	14/26, ul. Gorokhovaya (26, ul. Bolshaya Morskaya), St. Petersburg, 191186

	administrative office telephone No.
	(812) 719 93 24

	fax
	(812) 710 62 77

	URL
	http://www.nwtelecom.ru

	e-mail
	office@nwtelecom.ru
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