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The Audit Committee of OJSC "Uralsvyazinform" elected by General Meeting of Shareholders on June 04, 2008:

· Chairman of the committee of I.V. Topolya,

· Members of the committee: V.F. Veremyanina, S.F. Voronkova (Kartuzova), Y. S. Grinchenko,  E.O. Konkova, O.S. Chetverkina O. S, D.A. Shorokhov.

As being guided by the powers defined by the Federal Law «On Joint-Stock Companies», the Charter of OJSC "Uralsvyazinform" and Regulation on the Audit Committee, the Audit Committee inspected financial and economic activity of the Company as of 2008.

The inspection was carried out according of the Audit Committee decision (Protocol #5 dd. February, 13, 2009) during the period from February, 20 till April 10, 2009 concerning the annual reporting of the Company for a fiscal year from January 01 till December 31, 2008 in the following directions:


Observance of legal certificates at financial and economic activity in the basic directions of activity of the Company;


Observance of the established order of book keeping and financial reporting;


Inspection on the organization of the internal control;


Inspection of reliability of the annual accounting reporting of the Company as of 2008;


Inspection of reliability of the information stated in the annual report of the Company as of 2008.

The analysis was based on documents, accounting and tax ledgers, registers and notes given by the Company’s management. The analysis included examination of information disclosure on financial and economic activities in the financial statements, valuation of accounting principles and methods as well as rules preparation of financial (accounting) report and Annual Report.

The Audit Committee used methods of spot-testing certain operations.

Short Company Description

Full name: Open Joint-Stock Company «Uralsvyazinform»

Legal address: 11 Moskovskaya, Ekaterinburg, Russia 620014.
 

Executive body Address: 11 Moskovskaya, Ekaterinburg, Russia, 620014. 

Registration:
Decree of Perm Administration #187 dated 29.04.1994. Registration number 2359.

Persons who are responsible for accounting records maintenance and financial reporting in the audited period are:

· General Director – A.Y. Ufimkin
· Chief Accountant – S.I. Balueva
Superior management body of the Company is General Shareholder Meeting, between meetings the authority belongs to Board of Directors headed by the Chairman. Collegial executive body of OAO “Uralsvyazinform” is the Management Board.

The system of control and management is implemented in the company which effective activities are capable to provide the normal development of OJSC "Uralsvyazinform" and interests of its shareholders. The Board of Directors, Committees of the Board of Directors, Management Board, Audit Committee, Body of the Internal Control of the Company, Sole Executive Body, Corporate Secretary were formed. 

During the period of inspection the structure of the Board of Directors was changed on the Annual General Meeting of Shareholders on June 04, 2008. 

Changes of personal and quantitative structure of Managing Board were implemented on the basis of decisions accepted by the Board of Directors of OJSC "Uralsvyazinform" dd. August 04, 2008 and October 27, 2008.

Appointment term of Managing Board of the previous structure expired on July 31, 2008. 

The Sole Executive Body - the General director of the Company - is appointed by the decision of the Board of Directors of OJSC "Uralsvyazinform" on January 26, 2007 (the term of appointment of the General director is defined from January 29, 2007 till January 28, 2009 inclusive). The decision of the Board of Directors dd. December 25, 2008 defined the term of appointment of the sole executive body from January 29, 2009 till January 28, 2012 inclusive. The contract with General Director is approved by the Board of Directors.

Basic financial economic key figures of the Company as of 2008 

As of 2008 the Company reached the following key figures characterizing business activity and financial situation (RUR thousand):

	#
	Indicator
	2007
	2008.
	Change

	1
	Revenues (ex-VAT)
	39 152 646
	40 580 957
	103,6 %

	
	           Including revenues from telecom services
	37 442 131
	39 277 656
	104,9 %

	2
	Expenses
	30 503 380
	33 456 388
	109,7 %

	
	           Including telecom service expenses
	29 460 134
	32 763 951
	111,2 %

	3
	Operating profit
	8 649 266
	7 124 569
	82,4 %

	4
	Pre-tax profit
	5 546 430
	4 146 411
	74,8 %

	5
	Net profit
	3 685 321
	2 677 859
	72,7 %

	6
	OIBDA
	13 063 822
	12 393 348
	94,9 %

	7
	OIBDA margin, %
	33,4
	30,5
	- 2,8

	8
	Operational margin (profitability of sales), %
	22,1
	17,6
	- 4,5

	9
	Profitability on sales, %
	28,4
	21,3
	- 7,1

	10
	Price cost on RUR 100
	77,9
	82,4
	4,5

	11
	Revenue per employee
	1 493,4
	1 725,4
	115,5 %

	12
	Financial independence ratio
	0,4
	0,4
	-

	13
	Long-term borrowings ratio
	0,42
	0,44
	104,4 %

	14
	Current liquidity ratio
	0,38
	0,48
	126,3 %

	15
	Average term of accounts receivable
	17,33
	20,51
	118,3 %

	16
	Average term of accounts payable
	22,3
	32,03
	143,6 %

	17
	Efficiency of equity on net profit
	18,75
	14,24
	- 4,51

	18
	Net debt / EBITDA
	1,7
	1,8
	105,9 %


The carried out analysis of the financial reporting allows the Audit Committee to issue the following statement:


The Company can be positioned as the enterprise, capable to generate a monetary stream, sufficient for maintaining the current activity, including debt coverage. 


Debt load with operational incomes can be recognized as moderate. The essential changes connected with definition of the Company as a reliable borrower did not occur. The average attraction rate of credit resources is at acceptable level.


The probability of non-fulfillment of obligations can be identified as unlikely. 


Indicators of profitability of the Company decreased. Negative dynamics of indicators testifies the presence of risks undesirable to shareholders. 


Liquidity of assets can be defined as satisfactory and not having a negative influence on the credit rating of the Company. 

Financial Statements

Company’s book-keeping is organized in compliance with requirements of normative legal acts stipulating accounting in the Russian Federation, and is done on the basis of Accounting Policy, approved by General Director Decree #1921 as of December 29, 2007. 

2008 Financial Statements is prepared in compliance with Federal Law “On accounting” in the form of Balance Sheet, Profit and Loss Statement, their Supplements and explanatory notes. The financial statements are done on the basis of reports filled and submitted by Company regional divisions.

The Audit Committee, while doing the audit of the Company’s financial and economic activities as of 2008, has not found signification violations of Russian legislation requirements and significant misstatements in reflection of financial and economic operations.

The Company’s financial statements enable to form full and objective information on the Company’s financial and economic activities and its results required for operational management as well as for usage by investors, creditors, state authorities and other interested organizations and parties.

Significant facts in economic activities

The Company has Corporate Behavior Code, developed and affirmed by the Board of Directors (Protocol #13/5 as of November 10, 2003). Any corporate actions are done in accordance with the Code. 

General rules, stipulated in the Code, are realized by the Company on the basis of its statements as well as current legislative norms, including subordinate legal acts, the Charter and internal documents of the Company (Regulation on Procedure of the Annual General Shareholder Meetings, Regulation on the Board of Directors, Regulation on the Management Board, Regulation on the BoD Committees, Regulation on Information Policy of the Company, Regulation on Procedure (System) of Internal Control).

Information on observance by the Company of the Code of Corporate Conduct is disclosed in corresponding section of the Annual report of the Company and as a part of the additional essential general information on the Issuer in the Quarterly Report as of IV quarter 2008. The Audit Committee did not find gross violations of requirements of the Code, current legislation, Charter and its internal documents in the Company’s activities.

In 2008 the Company did not conclude large transactions (by disclosure of this concept in «On Joint-Stock Companies» Federal Law). 

In 2008 the Company carried out transactions of interest, according to the established order of their conclusion, the information on these transactions is disclosed in the Company’s Annual Report.

Transactions of interest were concluded with the Russian Fund of History of Communication till June 9, 2008.

From the register of the concluded transactions, presented by the Company on sponsor and charity rendering in 2008, follows that OJSC "Uralsvyazinform" and the Russian Fund of History of Communication transferred RUR 13 mln. and RUR 20 mln. respectively. 

Information, in the form of reports on significant events, was disclosed by the Company in accordance with the procedure stipulated by the Regulation on information disclosure affirmed by Decrees of Federal Commission on Securities Markets (#05-5/pz-n as of March 16, 2005, #06-117/pz-n as of October 10, 2006). No violation of the disclosing procedure was revealed. 

List of the Company’s affiliated persons and changes corresponds with the form set forth in Regulation on information disclosure affirmed by Decrees of Federal Commission on Securities Markets (#05-5/pz-n as of March 16, 2005, #06-117/pz-n as of October 10, 2006) and is quarterly published on the Company’s web-site. 

During 2008 the Company provided universal telecom services, revenues from the service reaching RUR 260 thous. Company’s losses from universal services in 2008 totaled RUR 1 588 231 thous. Universal Service Reserve reimbursed losses in the sum of RUR 1 458 743 thous., including RUR 309 534 thous. for 2007, RUR 1 068 209 thous. for 9M 2008.

Internal Control System

The Audit Committee of the Board of Directors functions according to the Company’s Charter, Corporate Behavior Code, and Regulation on the Audit Committee of the board of Directors. The Audit Committee executes functions of internal control by preliminary review and preparation of recommendations to the Board of Directors on financial statements, external independent audit, internal control procedures as well as risks related to completeness of information disclosure. 

The company organized Internal Audit Department which audits effectiveness of the current procedures of internal control is carried out in compliance with the regulations. Audit results are submitted to the Audit Committee no less than once a quarter. 

Principles of risk revealing and management methods are defined by the Program on management of the Company’s risks, confirmed by the Board of Directors on December 20, 2007 (Protocol #10), with the changes confirmed on March 21, 2008 (Protocol #16).

Infringements of procedures of Internal Control System, essentially influencing indicators of the reporting or interests of shareholders were not revealed.

The conclusion

On the basis of the procedures of the control the Audit Committee believes, that the received results allow drawing a conclusion that:


Decisions concerning financial and economic activity which were accepted in 2008 by Management Board and the Board of Directors according to the current legislation and the Charter of the Company,


The accounting statement as of 2008 reflects a financial position of the Company and results of its financial and economic activity from January 1, 2008 till December 31, 2008 in all essential aspects;

The Annual Report presented by the Company in all essential chapters which disclosure is provided by the legislation, and contains authentic data.

