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The Auditing Commission, consisting of S.N. Kushakov, the Chairman of the Auditing Commission, E.V. Bekyan and E. Zoldan, the Auditing Commission members, elected by participants of MTS OJSC Annual General Shareholders Meeting (Protocol № 5 Dated 29 June, 2001), has carried out an audit of Company’s Annual Performance Report, Balance Sheet and Profits & Losses Statement as to their validity and conformity with the legislation governing accounting and bookkeeping of the Russian Federation.

For the purpose mentioned above there was carried out random audit of account books, accounts, source documents, general ledgers and annual accounting statements including annexes.

In 2001 the Auditing Commission performed random audit of financial & economic activity, supervised the legal activity condition and controlled results of MTS OJSC economic activity.

The Auditing Commission paid special attention to all requirements of the current legislation related to execution of financial & economic transactions to be met by MTS OJSC responsible persons. Comments and remarks concerning execution of agreements and accounting source documents have been taken into account.

Mobile TeleSystems Open Joint Stock Company, filed in the State Chamber of Register on 1 March, 2000, had been established by merging of Mobile TeleSystems Close Joint Stock Company and the Russian Telephone Company CJSC on the grounds of Protocol approved by the Joint General Shareholders Meeting Dated 19 February, 2000; registration number № R-7882.16. The Company operates under the Charter approved by the Joint General Meeting of Shareholders of Mobile TeleSystems CJSC and the Russian Telephone Company CJSC Dated 19 February, 2000.

Mobile TeleSystems OJSC is a legal entity and has settlement and other accounts in Ruble and foreign currency with banks. During the accounting period the Company kept accounting in compliance with accounting policy of the Company established for the year as well as with account books (ACCD) approved by the Ministry of Finance of the Russian Federation.

MTS OJSC primary activity includes:

· cellular radio phone communication services; 

· telemetric services; 

· rendering of communication channels to be leased; 

· national and international communication services.

Accounting policy of the Company was approved by the Order № 1 issued by MTS OJSC President Dated 5 January, 2001. This document was executed in conformity with requirements of the Federal Law № 129-FZ “On Accounting Activity” Dated 21.11.96, Statutes on accounting “Accounting Policy for Organisations” PBU 1/98 (approved by the Order of RF Ministry of Finance № 60n with Amendments Dated 30 December, 1999). The accounting policy was not changed during the year.

As a result of audit the Auditing Commission has stated the following:

As of 1 January, 2002 the Authorized Capital of the Company was equal to RUR 199 332 613,80 divided into 1 993 326 138 common registered shares with a par value of RUR 0,1 each.

Analysis of the balance structure proved a financial condition of the Company to be stable.

In 2001 Mobile TeleSystems OJSC purchased:

· 100 % of shares in TelecomXXI Open Joint Stock Company; 

· 4 % of shares in ReCom Open Joint Stock Company which in the aggregate with shares already owned by MTS OJSC as of the time of the purchase was equal to 53,9 % of shares; 

· 32,53 % of shares in Mobile Communication Systems Open Joint Stock Company which in the aggregate with shares already owned by MTS OJSC as of the time of the purchase was equal to 83,53 % of shares; 

· 51 % of shares in Firm Novitel CJSC, 81 % of shares in Telecom-900 CJSC.

In 2001 MTS OJSC became a Shareholder of Mobile TeleSystems — Nizhny Novgorod CJSC with a share equal to 65 %.

The property of the Company includes fixed assets, turning assets and other assets with costs accounted in Company’s balance sheet.

The following results were achieved by Mobile TeleSystems OJSC in 2001.

Net profit in the accounting period achieved RUR 8 586 564 000.

In 2001 proceeds from sale of products and works and services was equal to RUR 26 289 557 000. In the same year the cost value of sold products and works and services was RUR 13 529 800 000.

MTS CJSC’ income increase was due to increase in the number of subscribers to 3 000 000. This increase was a result of marketing and advertising policy appropriately developed and efficiently carried out, expansion of geographic areas covered with services of the Company, extension of provided services scope, improvement of communication quality on the grounds of extension and improvement of material and technical basis for services to be provided.

MTS OJSC’ legal auditor is the auditing company Arthur Andersen ZAO CJSC that acts under the License for auditing activity № 006000 Dated 18.07.2000 issued by the Ministry of Finance of the Russian Federation.

Auditing Commission Opinion
On the basis of audit results the Auditing Commission has come to a conclusion that MTS OJSC’ Performance Report on economic activity in 2001, its Balance Sheet and Profits & Losses Statement do not include any misrepresentation. The information provided in these documents is true. The Auditing Commission recommends MTS OJSC’ financial statements for 2001 to be approved by MTS OJSC Annual General Shareholders Meeting with the balance amount of RUR 40 000 323 000.
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