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REPORT ON REVIEW OF INTERIM FINANCIAL STATEMENTS

To the Shareholders and the Board of Directors of Open Joint Stock Company “OGK-6":

Introduclion

We have reviewed the accompanying interim combined and consolidated financia! statements of
OJSC OGK-8 and its subsidiaries (the "Group"} which comprise the consolidated batance sheet as
at 30 June 2007 and the combined and consolidated statement of income, combined and
consolidated statement of cash flows and combined and consolidated statement of changes in
equity for the six months then ended and a summary of significant accounting policies and other
explanatory notes. Management is responsible for the preparation and fair presentation of these
interim consolidated financial statements in accordance with International Accounting Standard 34
“Interim Financial Reporting”. Our responsibility is to express a conclusion on these interim
combined and consolidated financial statements based on our review. Management has issued
interim combined and consolidated financial statements for the first time as of and for the period
ended 30 June 2007 and hence we did not perform a review of interim financizl information as of
and for the period ended 30 June 2006.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, “Review of Interim Financial Information Performed by the Independent Auditor of the Entity.”
A review of interim financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
Intermational Standards on Auditing and consequently does not enable us to obtain assurance that
we would become aware of all significant matters that might be identified in an audit. Accordingly,
we do not express an audit apinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim combined and consolidated financial statements do not present fairly, in all
material respects, the financial position of the Group as at 30 June 2007, and its financial
performance and its cash flows for the six months period then ended in accordance with
international Accounting Standard 34 “Interim Financial Reporting”.

Emphasis of Matter

Without qualifying our conclusion, we also draw your attention to Notes 1, 2 and 26 to the
accompanying interim combined and consolidated financial statements. The Government of the
Russian Federation has an ultimate controlling interest in the Group and Governmental economic
and social policies afiect the Group’s financial position, results of operations and cash flows.

270 mmw&r—m.cd&sjﬂm oli v

Moscow, Russian Federation

24 September 2007

The firm Is an zuthonzed Ecenses of the tradename and logo of PricewalerhouseCoopers.
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OGK-6 Group

Interim Consolidated Balance Sheet as at 30 June 2007

(in thousand of Russian Roubles, except eaming / (loss) per share)

7

30 June 2007
Note {Unaudited) 31 December 2006
ASSETS
Non-current assets
Property, plant and equipment 5 28,624,648 28,853,585
Other non-current assets ) 380,548 371,799
Total non-current assets 29,005,496 29,225,384
Current assets
Cash and cash equivalents 7 44,072 143,258
Receivablas and prepaymenis 8 27771186 1,142,492
Inventory g 2,615,836 2,968,762
Other current assels 10 442,730 208,860
Total current assets 5,879,754 4,463,372
TOTAL ASSETS 34,885,250 33,688,756
EQUITY AND LIABILITIES
Equity
Share capital 11 12,830,909 26,731,081
Merger reserve - (9.937.275)
Retained eamnings 5,791,581 2,282,917
Total equity 19,622,470 19,076,703
Non-current llabilitles
Deferred income tax liabilities 13 3.944,862 3,856,647
Long-term debt 12 5,083,610 .
Pension liabilities 14 530,768 500,263
Other non-current ligbilities 14 330,532 324,061
Total non-current fiabilities 9,889,772 4,680,974
Current liabilities
Currant debt and current pertion of non-current debt 16 1,438,341 6,515,341
Accounts payable and accrued charges 7 3,362,258 2412133
ingome {ax payable 129,418 222,360
Taxes payable 18 442,991 781,248
Total current liabilities 5,373,008 9,931,082
Total liabilitias 15,262,780 14,612,053
TOTAL LIABILITIES AND EQUITY 34,885,250 33,688,756
General Director V. M, Sanko
Deputy General Directer for Finance A.N. Selaykov

The accompanying noles a're an integral part of these combined and consolidated finangial stalements



OGK-6 Group

Interim Combined and Gonsolidated Statement of Income for the six months ended 30 June 2007
{unaudited)

{in thousand of Russian Roubles, except eaming/ (loss) per share)

& months ended 6 months ended
Notes 30 June 2007 30 June 2006
Revenues 19 16,474,933 13.517.583
QOperating expenses 20 (14,685,753) (14,038.846)
Other operating Income 21 419,488 79,058
Operating profit / {loss) 2,208,668 {£42,205)
Finance costs, net 22 {230,033) (550,112)
1& Profit  {loss) before income tax 1,978,635 [992,317)
i Income tax (expense) / benefit 13 {859,486) 701,746
1 Profit / (loss) for the year 1,418,149 {290,574)
i Adtributable to
B Minorities of the Group - 103,982
| Shareholders of the Group 1,119,148 (394,553)
Earning / {loss) per ordinary share for profit
% L attributable to the shareholders of the Group - basic
b and diluted {in Russian Roubles) 23 0.0418 (0.0166}
i_
; General Director V. M. Sanko
; ; Deputy General Director for Finance A. N. Selaykov
- ==
1

i &
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The accompanying notes &re an integral pant of these combinad and consofidaled financiat stalements



OGK-6 Group

Interim Combined and Consolidated Statement of Cash Flow for the six months ended 30 June
2007 {unandited)

(in thousand of Russian Roubles, except earning/ (loss} per share)

6 months ended 6 months ended

Notes 30 June 2007 30 June 2006
CASH FLOW FROM OPERATING ACTIVITIES:
Profit / (loss) befara income tax 1,978,635 (992,317}
Adjustments to reconcile profit before income tax to net cash provided
by operations:
Depreciation 5 1,196.858 1,248,971
Interest expenses and effect of discounting 22 233,631 550,113
Fargiveness of tax penalifes 21 (312,094} (18,091)
Other 41,718 63,203
Operating cash flows before working capitzl changes and
income tax paid 3,138,808 851,879
Working eapital changes:
(Increase) / decrease in accounts recaivable and prepayments (1.867,541) 71,634
Decrease In inventories 305,856 419,191
{Increase) ! decrease in other assets (8.,9286) 23,199
(Increase) ! decrease in other non-cumrent assets {5,049} 108,170
Increase f {decrease) in accounis payable and accruals 698,334 (370.353)
Increase / (decrease) in taxes pavable other than income tax 199,635 (5,103)
{Decraase) / increase in other non-current liabilitias (57,001} 166,995
Cash provided by operating activitles . 2,400,114 1,265,612
tncome tax paid {1.089,156) (351.236)
Net cash generated from operating activities 4,310,958 914,376
CASH FLOW FROM INVESTING ACTIVITIES!
Purchase of praperty, plant and equipment and other non-cument
assets (977.925) (594.6486)
Proceeds from sale of proparty, plant and equipment and other non-
current assets 4,986 3.383
Net cash used in investing activities {572,939) {591,263)
CASH FLLOWS FROM FINANGING ACTIVITIES:
Proteeds fram short-lerm borrowing 9,198,527 4,308,717
Repayment of short-term borrowing (9,241,017 {4.028,385)
Dividend paid by the Group to the shareholders (186,135) (254.025)
interest paid (208,579} (310.736)
Net cash generated from financing activities (437,205) {284,428)
(Decgreasa) / incraase In cash and cash equivalents {99,188) 38,684
Cash and cash equivalents at the beginning of the year 143,258 271,989
Cash and cash equivalents at the end of the year 44,072 316,683

General Directar V.M. Sanko
“‘-\\‘
Deputy Director General for Finance AN Selyakov

’
The actompanying notes are an Integrat part of these combined and consolidated financial stelements




OGK-6 Group

Interim Combined and Consolidated Statement of Changes in Equity for the six months ended

30 June 2007

{in thousands of Russian Roubles, except eaming/ {loss) per share)

Attributable to the shareholders of the Group

Ordinary

share Merger Reteined Minority Total

caplial reserve eamings Total interest equity
As at 1 January 2006 23,008,617  (8.600,000) (378,684) 14,029,923 1,318,841 15,348,764
Profit for the period 3341939 3,341,939 749,504 4.091.443
Dividends (630.328) {680,328) {680.328)
Payment of share capital 3722444  (1,337,275) 2,385,168  (2,068.345) 316,824
As at 31 December 2006 26,731,061 (9.837.275) 2.282,917 18,076,703 - 18,076,703
As at 1 January 2007 26,731,061 (5,937,275) 2,282,817 18.076,703 - 19,076,703
Profit for the period 1,119,149 1,119,149 - 1,118,149
Decrease of charter capital (13,800,152) 9,837,275 3.845.485 (117.392) {117.392)
Dividends (Mote 11} (455,880) {455,390) (455,990}
As at 30 June 2007 {unaudited) 12,830,809 - 6,791,561 19,622,470 - 19,622470

General Director

Deputy Director General for Finance

b V.M. Sanko
\\)

A.N. Selyakov

The accompanying noles afe an integral part of these combined and consolidated financizal statements



OGK-6 Group
Notes to Interim Combined and Consolidated Financial Statements for the six months ended

30 June 2007 (unaudited)
{in thousands of Russian Roubles, except earning / (loss) per share)

Note 1. Group and its operations

Open Joint-Stock Company "Sixth Power Generaling Company on the Wholesale Energy Market' (*0JSC “OGK-6",

or “the Company”) was established on 17 March 2005 within the framework of the Russian electricity seclor

restructuring in accordance with the Resolution of the Chaimman of the Management Board of OAOQ RAQ Russian

l(\:’)'Ipenh..l;(i}r{m)l‘-;smck Company for Energy and Electrification Unified Energy System of Russia (‘RAO UES") dated 16
arcl .

0JSC "0OGK-6" and iis subsidiaries form the OGK-5 Group (“the Group”).

The Group specializes in electricity, heal generation and sales at the established tariffs and in accordance with the
dispatch plans of electricily and heat loads.

The registered office of OJSC “OGK-8" is located at 49, Bolshaya Sadovaya st., Rostov-on-Don.

The Company has a Head office in Moscow (21 Mytnaya sl., 115162, Moscow) which was set up following Declsion
No. 1 of the Board of Directors of 11 April 2005.

History of the Group. The Company was registered in the state register of the legal entities on March 17, 2005. By
that moment the sole shareholder was RAO UES that made contributions to the Company's charter capilal in the
form of shares of OJSC *Novocherkasskaya GRES” (*Novocherkasskaya GRES"), QJSC “"KIGRES" ({"Kirishskaya
GRES"), 0JSC “Ryazanskaya GRES" (‘Ryazanskaya GRES") and QJSC "KGRES-2" ("Krasnoyarskaya GRES-27).

=  On September 1, 2005 OJSC ‘OGK-6" signed managemenl agreements with Novocherkasskaya,
“Kirishskaya GRES", “Ryazanskaya GRES" and "Krasnoyarskaya-2 GRES" and started operations as their
execulive body.

= On October 1, 2005 OJSC "OGK-6" signed management agreament with QJSC “GRES-24" (GRES-24)
and started operations as ils executive body.

»  OnJanuary 1, 2006 QJSC “0OGK-6" signed management agreement with OJSC “Cherepovetskaya GRES"
(Cherepovelskaya GRES) and started operations as its executive body.

= On March 17, 2008, shareholders of the abovemenlioned entities adopted decisions on rearganization
through absorption merger Into the Company and were merged with and into the Campany on September
29, 2006. Following these absorption mergers, all of the entities listed betow ceased to exisl as separate
tegal entities and became branches of the Company:

“Novocherkasskaya GRES", “Ryazanskaya GRES" and “Krasnoyarskaya GRES-2" were established in 1993 by the
way of privatization and since then had been subsidiaries of RAQ UES. “Kirishskaya GRES" was eslablished in
2002. s then sole shareholder RAO UES made coniribution to the charter capilal in the form of the assets of
Kirishskaya GRES. tn May, 2005 all the issued and outsianding shares in Ihe ahovementioned stations less one
share per each station were contributed by RAQ UES to the charter capital of the Company. On September 1, 2005
the Company signed management agreement with the above mentioned GRESes and started operations as their
executive body. On September 28, 2006, the Company and ils above mentioned GRESes have mergad into a
single legal enlity, with GRESes operated as the branches of the Company.

*GRES-24" was incorporated on April 1, 2005 by contribution of a separate business from QJSC “Mosenergo”
(Mosenergo) which was the RAO UES subsidiary. On October 1, 2006 the Company signed management
agreement with GRES-24 and started operalions as an executive body. During the period April 27, 2008 to May 29,
2006 additionally issued shares of the Company were exchanged for the shares of GRES-24. As a resull the
Company obtained control over GRES-24 (52%). On September 29, 2006 GRES-24 merged into and became 2

branch of the Company.

“Cherepovelskaya GRES" was incorporated on October 1, 2005 by conlribulion a separale business from QJSC
“Vologdaenergo” (Valogdaenergo), related RAO UES company, whose business included generation, dislribution
and sales of electric and heat energy. On January 1, 2005 the Company signed management agreement with
Cherepovetskaya GRES and slaried operations as an executive body. During the period April 27, 2006 to May 29,
2006 additionally issued shares of the Company were exchanged for the shares of Cherepovelskaya GRES. As a
result Company obtained control over Cherepovelskaya GRES (84%). On September 28, 2006 Cherepovelskaya
GRES merged into and became a branch of the Company.

Operating environment of the Group. Whilst there have been improvements in economic trends in the couniry,
{he Russian Federation continues to display certain characteristics of an emerging market. These characternislics

include. but are not limiled to, exislence of a currency that is not freely converible in most countries and relatively
high inflation. The tax, currency and cusioms legislation within the Russian Federation is subject {o varying

interpretations, and changes, which can oceur frequently.

Relations with the state and current reguiation. As at 30 June 2007 the Russian Federation owned 52.7% of he
shares of RAQ UES. In furn, as at 30 June 2007 RAQ UES owned 93.48% of the 0JSC "OGK-6". The Russian
Govemnment is the ultimate controlling parly of the Group.
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OGK-6 Group
Notes to Interim Combined and Consolidated Financial Statements for the six months ended

30 June 2007 (unaudited)
{in thousands of Russian Roubles, except earning / (loss) per share)

The Group's customer base includes a large number of enlities controlled by the State. Furthermore, the Slate
controls a number of the Group's fuel and other suppliers,

The Govermnment of the Russian Federation direclly affects the Group's operations through regulation by the
Federal Tariff Service (“FTS". with respect to its wholesale energy sales, and by the Reglonal Tanff Services
{("RSTs"), wilh respect to ils heat sales. The operations of all generating facilities are coordinated by JSC System
Operator — Central Dispatch Unit of Unified Energy System (*SO-CDU") in order to meet system requirements in an
efficient manner, SC-CDU is controlled by RAQ UES.

Tariffs which the Group may charge for sales of electricity and heal are governed by regulatians speciiic fo the
electricity and heat industry and by regulations applicable to natural monopolies. Historically, such tarifis have been
based on a “cost-plus” system, meaning cost of service plus a margin, where costs are determined under the
Regulations on Accounting and Reporling of the Russian Federation (‘RAR"), a basis of accounting which
significantly differs from Intemational Financial Reporting Standards ('IFRS"). In practice. tariff decisions were
impacled significantly by social and political considerations, causing significant delays in tariff determinations and
tariff increases that were lower than required to compensate for cost increases.

As discussed in Notes 2, 25 and 27, the government's economic, social and other poficies could materially effect
the operations of the Campany.

Regulatory and sector restructuring. The Russian eleciric utilities industry in general and RAO UES in particular
are presently undergoing a reform process designed to inlraduce compelition into the eleciricity sector and lo create
an environment in which the Group can raise the capital required to maintain and expand current capacity.

The regulatory framework governing the process of reforming the Russian Federation eleclric utifities industry and
the funclioning of the industry, both during the transition period and subsequent to the completion of reforms, is set
forth in the following legisiation: Federat Law No. 35-FZ of 26 March 2003 “On the Electric Ulilities” and Federal
Law No. 36-FZ of 26 March 2003 "On the Specifics of the Functioning of Electric Utilities Buring the Transition
Period and the Introduction of Amendments to Certain Russian Federation Legislative Acts and the Invalidation of
Certain Russian Federation Legislative Acts In Connection with the Adoption of the Law "On the Electric Utilities of
the Russlan Federation”,

As at 29 May 2003, the Board of Directors of RAQ UES of Russia approved a "Concept of RAO UES of Russia
strategy for the period from 2003 through 2008". This document provides a detailed desecription of the major
changes that are ptanned 1o take place in respect of whplesale generation companies during the electric utilities

reform program.

In October 2003, the Russian Federation Govemment issued Resolution No. 643 "On the Rules for the Wholesale
Electricity Market during the Transition Period”. According to the rules adopted, there will be two sectors within the
Federal Wholesale Electricity Markel (FOREM): regulated trading sector and free trading sector. Within the free
trading sector, electricity suppliers will be able to sell electricity generated with the use of facilities and equipment
accounting for 15% of the working capacity. Since November 2003, the non-commercial partnership “Trade System
Administrator of the Wholesale Eleclricity Market", in accordance with the rules for the wholesale electricily market
during the transition period, has been holding electricity bidding in the free trading sector.

A crucial step in developing a competitive wholesale electricity {capacity) market was the adoption of tha new
Wholesale Electric Power (capacity) Market (NOREM) Rules of the Transitiona! Period approved by Resolution of
the Government of the Russian Federation No. 529 “On Improvement of the Functioning of the Wholesale Eleclricity
Market (Capacity)” dated August 31, 2006 and which came into force on Seplember 1, 2008. Under the new
wholesale market framework, electricity and power purchase-and-sate transactions in the regulated market sector
are to be governed by a regulated bilateral coniract system. From 1 September 2008, regutaled contracts covered
all volumes of electricity and power producad and consumed.

From 2007 the volumes of electricily power and electrdcity capacily traded in the wholesale market at regulated
prices will begin to be substantially reduced. The pace of reduction was set by the Russian Federation Government
according to socio-economic development forecasts. In'2007 up to 90% of the forecasted production volumes will
be {raded at regulated prices. The period from 2008 to approximately 2011 is a transition period. After thal, it is
expected that a fully competifive wholesale market will develop.

Management belisves that ullimately a stable regulalory regime and a compelitive power market will be put in place
such that the Group viill be able lo raise needed capital to sustain the business. However, there can be no

assurance in this regard.
Note 2, Financial condition

As at 30 June 2007. the Group's current assets exceeded its current fiabilities by RR 508,746 thousand (As at 31
December 2008, the Group's current liabilities exceeded its curren! assets by RR 5,467,710 thousand). The change
caused due lo repayment of the major part of the short-term loans in the first half of 2007.

The Group is affected by Government policy through control of tariffs and other factors. The regional services on
tariffs have not always permitted tariff increases in line with the Group’s costs and thus some {ariffs are insufficient
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OGK-6 Group
Notes to Interim Combined and Consolidated Financial Statements for the six months ended

30 June 2007 (unaudited)
(in thousands of Russian Roubles, except eaming / {loss} per share)

to cover all the costs of generation and distribution of energy. Moreover, increases in these tariffs consider costs
only on a Russian statutory basis and, accordingly, exclude additional costs recognised under an IFRS basis of
accounting. As a result, tariffs may not consistently allow for an adequate retum on investment and currently do not
provide sufficient funds for the full replacement of property, plant and equipment. In addition, the Group also
experiences difficulties with raising financing for investments in the assels used for generation, transmissfon and
distribution of power.

The Group's management has engaged in the following actions in order to address the issues noted above and
further improve the Group's financial position:

» introduction of improved financial budgeting precedures; a strong focus on timely cash collection of current
and debtor balances; restructuring liabilities for repayment purposes during a longer time period;

« negotiations with federal and regional goverments and regulators for real increases in tarifis to support
adequate long term investment into the Group's generation, transmisslion and distribution assets (Note 1).

The number of bonds placed was 3 milfion. The bonids were placed through public offering. The tolal amount of the
placement was RR 5,000,000 thousand (Note 12).

On 15 Augus! 2007 the Board of Direclors of WGC-6 approved prospectus for the issue of shares in amounl of
11,850 min. with the par value of RR 0.48 each (Note 29).

Note 3: Basis of preparation

Statement of compliance. These consalidated financial statements ("Financial Stalements”) have been prepared
in accordance wilh International Financial Reporiing Standards ("IFRS") and relaled inlerpretations adopted by the
International Accounting Standards Board (“iASB"). The financial statements have been prepared under the
historical cost convention.

Functional and presentation currency. The nalional currency of the Russian Federation is the Russian Rouble
{(“RR"), which is the functional currency of each of the Group's entilles and the currency in which these Financial
Stalements are presenied. All financial information presented in RR has been rounded lo the nearest thousand.

Inflation accounting. Prior to 1 January 2003 non-monetary assets acquired and non-monetary liabilities incurred
or assumed have been adjusted for the changes in the general purchasing power of the RR in accordance with
International Accounting Standards 29 ('JAS") (“Financial Reporting in Hyperinflationary Economies™).IAS 29
requires that the financial stalements are prepared in the cusrency of a hyperinflationary economy to be staled in
terms of the measuring current unit at the balance sheel date. As the characieristics of he economic environment
of the Russian Federation indicate that hyperinflation has ceased, effective from 1 January 2003 the Group no
longer applles the provisions of IAS 29. Accordingly, the amounts expressed in the measuring unit curent at 31
December 2002 are treated as the hasis for the carrying amounts in these financiat stalements.

Predecessor Accounting. In May, 2005 RAQ UES (hereinafler — the Parent) transferred to OGK-6 shares that
were owned by RAO UES in subsidiaries Ryazanskaya GRES, Novocherkasskaya GRES, Kirishskaya GRES and
Krasnoyarskaya GRES-2 leaving one share in each subsidiary in its ownership. In April-May 2006 the additional
shares of the Company were exchanged for the shares of GRES-24 and Cherepovelskaya GRES including those
owned by the Parent. As a resull of the transfer the Company became the owner of 52% of shares of GRES-24 and
of 84% of shares of Cherepovetskaya GRES. In these:financial statements, the Group accounted for this business
combination amongst entilies under common contro! using the predecessor values method. Accordingly, assets and
lizbilities of the transferred entities were accounted for at their carrying value, as determined by the Parent in its
IFRS consalidated financial statements. Information in respect of the comparative period has been restated as if the
business combination look place ai the beginning of the earliest period presented. On September 29, 2006 these
entities were merged into 0JSG *QGK-6" and became branches.

Thus, starting from January 1, 2005 Ryazanskaya GRES, Novocherkasskaya GRES, Kirshskaya GRES,
Krasnoyarskaya GRES-2, GRES-24 and Cherepovetskaya GRES are aggregated into the Group financial
stalements as branches of OJSC “OGK-6".

New accounting developments, Certain new IFRSs became effective for the Group from January 1, 2007, Listed
below are those new or amended standards or interpretations which are or in the future could be relevant to the
Group's operations and the nature of their impact on the Group's accounting policies.

a |AS 1, Presentation of Financial Statements (revised September 2007; efiective for annual periods
beginning on or after 1 January 2009). The main change in 1AS 1 is the replacement of the incorne
statement by a statement of comprehensive income which will also include all non-owner changes in
equity, such as the revaluation of avallable-for-sale financial assels. Allernatively, entities will be aliowed to
present two statements: a separale income stalement and a statement of comprehensive income. The
revised 1AS 1 also introduces a requirement to present a statement of financial position (balance sheet) at
the beginning of the earliesl comparative period whenever the enlily restates comparatives dug to
reclassifications, changes in accounting palicies, or corrections of errors. The Group expects the revised
1AS 1 fo affect the presentation of its financial statemenis but to have no impact on the recognilion or
measurement of specific transactions and balances.
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OGK-6 Group
Notes to Interim Combined and Consolidated Financial Statements for the six months ended

30 June 2007 (unaudited)
(in thousands of Russian Roubles, except eaming / {loss) per share)

IFRS 7 Financial Instruments: Disclosures (effective from January 1, 2007). The IFRS iniroduces new
disclosure requirements for financial instruments. The volume of disclosures will increase significantly with
an emphasis on quanlilative aspecls of risk exposures and ihe methods of risk management. The
guantitative disclosures will provide information about the extent io which the entity is exposed to risk,
based on information provided internally to.the enlity’s key management personnel. Qualitative and
guantitative disclosures will cover exposure ta credit risk, liquidily risk and market risk including sensitivity
analysis to market risk. IFRS 7 replaces 1AS 30, Disclosures in the Financial Statemenls of Banks and
Similar Financia! Institulions, and some of the requirements in IAS 32, Financial Instruments: Disclosure
and Presentation. The Amendment to I1AS 1 infroduces disclosures abott level of an entity's capital and
how it manages capital,

IFRIC 7. Applying the Restatement Approach under 1AS 29, effective for annual periods beginning on or
after March 1, 2006 {thal is from January 1, 2007 for these financial statements). The Interpretation
clarifies application of JAS 29 in the reporting period in which hyperinfiation is first identified. It stales that
IAS 29 should initially be applied as if the economy has always been hyperinfialionary. It further clarifies
calculation of deferred income taxes in the opening balance sheet restated for hyperinflation in accordance
with IAS 29,

IFRIC B, Scope of IFRS 2, effective for annual periods beginning on or after May 1, 2005 (that is from
January 1, 2007 for these financial statements). The interprelation states that IFRS 2 also applies to
fransactions in which the entity raceives unidentifiable goods or services and that such items should be
measured as the difference between the fair value of the share-based payment and the fair value of any
identifiable goods or services received (or {o be received).

IFRIC 9, Reassessment of Embedded Derivatives, effective for annual periods beginning on or after
June 1, 2006. The Interpretation clarifies that an entily should assess whether an embedded derivative
should be accounted for separately from the host contract when the entity first becames party to the
contact. Only if the contact subsequently is significantly modified the entity reassesses whether to separate
or nol.

IFRIC 10 Interim Financial Reporiing and Impairment (effeclive for annual periods beginning on or after
November 1, 2006). The interpretalion clarifies that an entity should not reverse an impaiment loss
recognised In previous interim periods in respect of goodwill or an investment in a financial asset carried
at cost.

The effect of adoption of the above new or revised standards and interpretations on the Group's financial posifion at
June 30, 2007 and December 31, 2006 and on {he resulls of its operations for the two years then ended was nol

material.

Other new standards or interprefations. The following standards interprelations are not yet effective and have
not been applied in the preparation of these financial statements,

IFRS 8 Operating Segments (effective for annual periods beginning on or after January 1, 2009). The
Standard applles to entilies whose debt or equily instruments are traded in a public market or that file, or
are in the process of filing, their financial stalements with a regulatory crganisation for the purpose of
issuing any class of instruments in a public markel. [FRS 8 requires an entity to report financial and
descriptive information about ils operating segments and specifies how an enlity should report such
information:

IFRIC 11, IFRS 2 Group and Treasury Share Transaclions (effective for annual periads beginning on or
after March 1, 2007). This Interprelation addresses how to apply IFRS 2 “Share-based Payment” fo share-
based payment arrangements invelving an entity's own equity instruments or equity instruments of another
entity in the same group (e.g. equily instruments of ils pareni).

IFRIC 12. Service Concession Amangemenis (effective for annual periods beginning on or afler January 1,
2008). The interprelalion addresses how service concession operators should apply existing IFRS to
account for the obligations they undertake and rights they receive in service concession amangements. it
does not address accounting for the government side of service concession arrangements.

IFRIC 13, Customer Loyalty Programmes (effective for annual periods beginning on or after July 1. 2008).
The interpretation addresses accounting by entities that grant loyally award credits (such as ‘points’ or
travel miles) to customers who buy other gdods or services. Specifically, it explains how such entities
should account for their obligations to provide free or discounted goods or services (‘awards’) to customers

who redeem award credils.

IFRIC 14, IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their
interaction. (effective for annual periods beginning on or after January 1, 2008). IFRIC 14 addresses when
refunds or raductions in future contributions should be regarded as available in accordance wilh paragraph
58 of IAS 19; how a minimum refunding requirement might affect the availability of reductions in future
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contributions, and when a minimum refunding requirement might give rise to a fiability. IFRIC 14 is not relevant for
the Company's operations.

»  IAS 23, Borrowing Cost (Amendment, applies 1o borrowing costs relating to qualifying assets for which the
commencement date for capitalization is on or after January 1, 2009). The amendment eliminates the
option of immediately recognising as an expense borrowing costs that refale to the assets which reguires
substantial period of time {o gel ready for use or sale.

Going concern, The Financial Statements have been prepared on a gouing concern basis, which contemplates the
realization of assets and the satisfaclion of liabilities in the normal course of business. The future operations of the
Group may be significantly affected by the current and future economic environment and the Group's financial
condition as discussed above. The Group's restructuring can aiso have a significant impact on the Group’s ability to
realize its assels and on ifs fulure operations. The accompanying financial statements do not include any
adjustments should the Group be unable to continue as a going concern.

Critical accounting estimates and assumptions. The Group makes estimates and assumptions that affect the
reported amounts of assels and liabilities within the next financial year. Estimales and judgments are continually
evaluated and are based on management's experience and other factors, including expeclalions of future events
that are belisved to be reasonable under the circumstances. Management aiso makes certain judgments, apan
from those involving estimations, in the pracess of applying the accounting policles. Judgments that have the mos!
significant effect on the amounts recognized in the financial statements and eslimates that can cause a significant
adjustment to the canrying amount of assets and liabilities within the next financial year include:

Provision for impairment of accounts receivable. Provision for impairment of accounts receivable is based on the
Group's assessment of whether the colleciibility of specific customer accounts worsened compared fo prior
estimates. If there is deterioration in a major customer's creditworthiness or actual defaults are higher than the
eslimates, the actual results could differ from these estimales.

Provision for impairment of propery, plant and equipment. At each balance sheet date the Group assesses whether
there is any indication that the recoverable amounl of the Group's assels has declined below the carrying value.
The recoverable amount of properly, plant and equipmeént is the higher of an asset's fair value less costs to sell and
ils value in use. When such a decline is identified, the carrying amount is reduced to the recoverable amount. The
amount of the reduction is recorded in the combined and consolidated stalement of income in the peried in which
the reduction is Identified. If conditions change and management determines that the value of an assel other than
goodwill has increased, the impairment provision will be fully or partially reversed. Management has used various
assumptions in the calculation of the recoverable value of property, plant and equipment (for further delails see
Note 5).

Useful fives of propery, plant and equipment. The estimation of the useful lives of an item of property. plant and
equipment is a matter of management judgment based upon expericnce with similar assets. In determining the
useful life of an asset, management considers the expected usage, estimated technical obsolescence, physical
wear and tear and the physical environment in which the assel is operated. Changes in any of these conditions or
sstimales may result in adjustments for future depreciation rates.

Tax contingencies. Russlan tax legislation is subject to varying interpretations and changes, which can occur
frequently. Where the Group management believes it is probable that their interpretation of the relevant legislation
and the Group's tax positions cannot be sustained, an appropriate amount Is accrued for in these IFRS financial

slatements.
Note 4; Summary of significant accounting policies:

Principles of consolidation. These financial stalements comprise the financial sizlements of QJSC "OGK-6" and
the financial statements of those entilies whose operations are controlled by 0JSC *OGK-6". Control is presumed lo
exist when 0JSC *OGK-8" controls directly or indirectly through subsidiaries, more than 50 percent of voting rights.

A} Subsidiaries

The financial statements of subsidiaries are included in the combined and consolidated financial stalements from
the date that conirol effectively commences until the date that conitrol effectively ceases. The subsidiaries’ financial
statements have been adjusted to conform accounting policies with the Group. Minority interest is included in the
Group's equity.

B) Transactions eliminated on consolidation ) .
Inter-company balances and fransactions, and any unirealized gains arising from inter-company lransactions. are
eliminated in preparing the combined and consolidated financial statements.

Minority Interest. Minorily interest represents the minority shareholders' proportionate share of the equity and
results of operations of the Group's subsidiaries. This has been calculated based upon the minomy's‘ ownership
percentage of these subsidiaries. In purchases of minority interest, diiference, if any, between the carrying amount
of a minarily interest and the amount paid to acquire it is recorded directly in equity.
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Seasonality, Demand for electricity and heat is Infiienced by bolh the season of the ygar and the relative severity
of the weather. Revenues from heating are concentrated within the months of October to March. A similar, though
less severe, concentration of electricily sales occurs within the same period. The seasonalily of electricity and heat
production has a corresponding impact on the usage of fuel and the purchase of power. Furthermore, during the
periods of lower production from Agril to September; there is an increase in the expendilures on repairs and
maintenance. This seasonalily does not impac! the revenue or cost recognilion policies of the Group.

Transfers of subsidiaries between parties under common control. Transfers of subsidiaries belween parties
under common control are accounted for using the predecessor basis of accounfing method. Under this method the
financial statements of lhe combined entity are presented as if the businesses had been combined from the
beginning of the earilest period presented. The assels and labilities of the subsidiary transferred under common
control are recognised at the predecessor enlity's carrying amounts. Any difference between the carrying amount of
net assets and the nominal value of share capital contributed is accounted for in these consolidated financial
statements as an adjusiment o equity (Note 11).

Dividends. Dividends are recognized as a liability and deducted from equity at Lhe balance sheet date only if they
are declared {approved by shareholders) before or on the balance shest date. Dividends are disclosed when they
are declared after the balance sheel date, but before the financlal statements are authorized for issue,

Property, plant and equipment. As at June 30, 2007 property, plant and equipment are staled &t the carrying
value determined in accordance with the IFRS as at the date of their transier to the Group by the Predecessor, and
adjusted laking into account further additions, disposals and depreciation charges.

Renewals and Improvemenls are capitalized and the assels replaced are retired. The cost of repair and
maintenance are expensed as incurred. Gains and losses arising fram the relirement of property, plant and
equipment are included in the income statement as incurred.

Depreciation of property, plant and equipment is calcutated on 2 straight-line basis over the estimated useful life of
the asset. For the property, plant and equipment which were subject to the third parly valuation as at 31 December
1997, the depreciation rate appiled is based on the estimated remaining useful iife as at the valuation date.

The useful lives, in years, of assels by type of facilily are as follows:

Acquired prior to Acquired subsequent to
Type of facility 31 December 1897 31 December 1987
Eleciricity and heat generation 4-63 20-50
Electricity distribution 5.27 25
Heating networks 1118 20
Other ] 10

Loan charges received for the financing of construction of property, plant and equipment are not capitalized within
the cost of property, plant and equipment object during the period needed for the finalization of construction works

and preparation for planned use.

Cash and cash equivalents. Cash comprises cash in hand and cash on demand deposited at banks. Cash
equivalents comprise shorl-term highly liquid invesiments that are readily convertible into cash and have a maturity
of three months or less from the date of acquisition, and are subject to insignificani changes in value.

Accounts receivable and prepayments. Accounts receivable are recorded inclusive of the value added taxes
which are payable to the tax authorities upon collection of such receivables. Trade and other receivables are
adjusted for provision made for impairment of these receivables. Such a provision for impairment of accounts
receivable is established if there Is objeclive evidence that the Group will not be able to collect all amounts due,
according to the original terms of the receivables. The amount of the provision is the difference belween the
carrying amount and the recoverable amount, being the present value of expected cash flows, discounted at the
original effactive interest rale at the date of origination of the receivables.

Value added tax on purchases and sales. Oulput VAT related to sales is payable to tax authorities on the earlier
of (a) collection of the receivables from cuslomers or (b) delivery of the goods or services to customers. Input VAT
is generally recoverable against output VAT upon recelpt of the VAT invoice.

The tax authorifies permit the settiement of VAT on a net basis. VAT related to sales and purchases is recognised
in the balance sheet on a gross basis and disclosed separately as an current asset o liability. Where provision has
been made for impairment of receivables, impaiment loss is recorded for the gross amount of the deblor, including
VAT. The related deferred VAT liability is maintained until the debtor is written off for tax purpases.

Inventories. Inventories are valued at the lower of net realizable value and weighed average acquisilion cosl.
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Income tax. The income 1ax expense represents the sum of the current tax payable and deferred income tax. The
tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in the
stalement of operations because it excludes items of income or expense that are taxable or deductible in olher
years and it further excludes ilems that are never laxable or deduclible. The Group's liability for current 1ax is
calculated using lax rates that have been substantially énacted by the balance shest date.

Deferred income taxes. Deferred income tax is provided using the balance sheet liability method for tax loss carry
forwards and temporary differences arising between the tax bases of assels and liabililies and their carrying
amounts for financial reporling purposes. In accordance with the inifial recognition exemption, deferred taxes are
not recordad for tempaorary differences on initial recognition of an asset or a liability in a transaction ather than a
business combination if the transaction, when inilially recorded, affecls neither accouniing nor laxable profil.
Deferred tax balances are measured at tax rates enacted or subsiantively enacled at the balance sheet date which
are expected to apply to the period when the temporary differences will reverse or the tax loss carry forwards will be
utilised. Deferred tax assets for deductible temporary differences and lax loss carry forwards are recorded only 1o
the extent that it is probable that future taxable profit will be available against which the deduclions can be utilised.

Deferred tax is not provided for the undistributed eamings of subsidiaries, as the Group requires profits to be
reinvested, and only insignificant dividends are expected to be declared from fulure profits of the subsidiaries.

Accounts payable and accrued charges. Accounts payable are stated inclusive of value added tax. If accounts
payable are restructured and ihe discounted present value of the cash fiows under the restructured lerms
discounted using the original effeclive interest rate differs by more than ten percent fram the discounted present
value of Ihe remaining cash flows of the original financial liability, then the fair value of the restruclured payable is
measured as the discounted present value of the cash flows under the restructured terms. The amount of the
discount is credited to the statement of operations (finance costs} as a gain on restructuring, and the non-current
portion of the discounied payable is reclassified o other non-current liabilities. The difference, i any, between the
fair value of the restruciured payable on its initial recognition and the maturily amount is amortised over the period
until the maturity of the payable as an interest expense.

Debt, Debt is recognised initially at its fair value. Fair value is determined using the prevailing market rate of interest
for a similar instrument, if significantly different from the transaction price. In subsequent pericds, debt is stated at
amortised cost using the effective interest rate method; ‘any difference between the fair value of the proceeds (net of
transaction costs) and the redemption amount Is recegnised in the statement of operations as an interest expense
over the period of the debt obligation. All borowing costs, Including those on borrowings used to finance
construction of property, plant and equipment are recognised as an expense in the period in which they are
incurred.

Pension and post-employment benefits, In the normal course of business the Group conlributes to the Russian
Federalion state pension scheme on behalf of its employees. Mandatory contributions o the governmental pension
scheme are expensed when incurred in employee benefit expenses and payroll taxes in the ingome statement.

A number of Group entilies operate defined benefit plans that cover the majority of the Group's employees. Benefit
plans define the amount of pension benefit that an employee will receive on retirement, usually dependent on one
or more faclors such as age, years of service and compensation. The liability recognized in the balance sheel in
respect of the defined benefit pension plans is the present value of the defined benefit obligation &t the balance
sheet date less the fair value of plan assets, together with adjusiments for unrecognized actuarial gains or [0sses
and unrecognized past service cost. The defined benefit obligations are calculated using the Projected Unit Credit
Method. The present value of the defined benefit obligations are delermined by discounting the estimated future
cash oulflows using inlerest rates of govemment bonds that are denominated in the currency in which the benefits
will be paid, and thal have terms lo maturity approximating the terms of the related pension liabilities.

Acluarial gains and losses arising from changes in acluarial assumptions and exceeding the higher of 10% of the
defined benefil obligations and fair value of plan assets are charged or cradited to the statement of operations over
the average remaining service fives of employees starting from the next reporting period.

Past service costs are amorlized over vesting period of 10.5 years.

Forefgn currency. Monetary assels and liabillties, which are held by the Group entities and denominated in foreign
currencies at the balance sheel date, are transiated into roubles at the exchange rales prevailing at that date. ltems
included in the financial statements of each of {he group's entities are measured using the currency of the primary
economic environment in which the entity operates ('the functional currency’). Foreign currency transactions are
accounted for at the exchange rates prevalling at the date of the transaclion. Gains and losses resulling from he
settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign
currencies are recognised in the statement of operations.

Environmental fabifities. Liabilities for environmental remediation are recorded where there is a present
obligation, the payment is probable and reliable estimates exist. Any provision made is recognised at the best
estimate of the cutflow.
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Revenue recognition. Revenue is recognized on the delivery of electricity, heat and on the dispatch of non-utility
goods and services during the period. Revenue amounis are presented exclusive of value added tax. Revenue is
based on the application of authorized tariffs for electricity sales as approved by the Regfonal Tariffs Authorities.

Social expenditure, To the extent that the Group’s coniributions to social programs benefit the community at large
and are not restricted to the Group's employees, they are recognized in the income statement as incurred.

Segment reporting. The Group operales predominantly in 2 single geographical area and industry, the generation
of eleciric power and heat in Russian Federation. The generation of eleclricily and heat are related aclivilies and
are subject fo similar risks and returns, therefore they are reported as one business segment.

Operating leases. Where the Group is a lessee in a lease which does not transfer substantially all the risk and
rewards incidental to ownership from the lessor 1o the Group, the lotal lease payments, including those on expecied
termination, are charged lo profit or loss on a siraight-line basis over the period of the lease.

When assets are leased out under an operating lzase, the lease payments receivable are recognized as rental
income on a straight-line basis over the lease lerm.

Earnings per share. The eamings per share are determined by dividing the profit attributable to ordinary
shareholders of the parent of the Group by the weighled average number of ordinary shares outstanding during the
reporting period.

Interest. Interest income and expense are recognized in the income statement for all debt instruments on an
accrual basis using the effective rate of interest method. Interest income includes nominal interest and amortized
discount and premium. When loan collection becomes doublful, loans are written down fo their recoverable amount
and interest income is thereafler recognized based on the rate of interest that was used to discount the future cash
flows for the purpose of measuring the recoverable amount.

Falr value measurement. The fair value of accounts receivable for the purposes of financial slatements
preparation is measured by discounting the value of expected cash flows at the market rate of interest for similar
borrowers at the reporling date.

The fair value of financial fiabilities and other financial instruments {except if publicly quoled) for disclosure
purposes is measured by discounting the fulure contrattual cash flows at the current market interest rate avaliable
1o the Group for similar financial instruments. The fair value of publicly quoled financial instruments ior disclosure
purposes are measured based on current market value:at the close of business on the reporting date.

Financial assets. The Group classifies ils financial assets in the following categories: at fair value through profit or
loss and loans and receivables. The classification depends on the purpose for which lhe financial assets were
acquired. Management determines the classification of its financial assets at initial recognition.

{a) Financial assels at fair vafue through profit or foss

Financial assels at fair value through profit or loss are financial assets held for trading. A financiat assel is classified
in this category i acquired principally for the purpose of selling in the short term.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted
in an active markel. They are included in current assets, except for maturities greater than 12 months after the
balance sheet date. These are classified as non-curent assets. Loans and receivables are classified as trade and

other receivables in the balance sheel.
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Note 5. Property, plant and equipment

Electricity and Electricity Heating Construction
Cost heatgeneration  transmission _ networks Other in progress Total
Opening balance as at
31 December 2006 36,301,128 2,317,267 192,263 9,247,807 840,249 48,898,714
Additions 156,304 523 - 37,873 803,586 998,286
Transfers 44,567 25,793 - 63,021 (133.381) -
Disposals {1.419) - - [3.267) {27.580) {32,266)
Closing balance as at
30 June 2007 36,500,580 2,343,583 192,263 9,345,434 1,482,874 49,864,734

Accumuiated depreciation
Opening balance as at

31 December 2008 13,119,172 1,282,265 75,125 5,568,567 - 20,045,129
Depreciation for the

period 933,338 36,820 4,579 222121 - 1,196,858
Disposals (54) - - {1.847) - {1,801)
Ciosing balance as at

30 June 2007 14,052,456 1,318,085 79,704 5,788,841 - 21,240,086

Net book value
Closing balance as al

31 December 2006 23,181,856 1,035,002 117,138 3.679.240 840.249 28,853,585
Closing balance a5 at ’
30 June 2007 22.448,124 1,024,488 112,558 3,556,593 $.482.874 28,624,648
Electricity and Elzctricity Heating Construction
Cost heat ganeration  t2nsmission.  networks Other in progress Total

Opening balance as at

31 December 2005 35,227,210 2,375,203 191,607 8,383.724 860,950 47,138,704
Additions 226,562 - 656 137.243 258,697 633,158
Transfers 79.871 - - 32,860 {112,731) -
Disposals (5.379) (698). - {4.765) (6.458) (17,298}
Closing balance as at

30 June 2006 35,523,264 2,374.507 182,263 8.548.062 1,110,468 47,754,564

Accumulated depreciation {including Impairment)
Opening balance as at

31 Becember 2005 17,811,958 1,445,812 65,649 5,513,428 - 24,836,957
Depreciation for the

period 975,577 33.327 4,993 234,074 . 1,248,971
Disposals {2,324) (290 - {4,765) - (7,379)
Closing balance as at

30 June 2006 18,786,221 1,478,949 70,642 5,742.737 - 26,078,549

Net book valug
Closing balances at

31 December 2005 17,415,242 929,251 125.8958 2,870,296 960,960 22,381,747
Closing balences at
30 June 2006 16,742,043 §95,658 121,621 2,806,325 1,110,468 21,676,015

Construclion In progress represents the carrying amount of property, plant and equipment that has not yet been put
into operation. Heal and electricity generation business requires significant capital expenditures, and quite a
number of the Group's power stations are technologically and physically cbsolete and need to be periodically
upgraded and repaired. The Company believes that required investments will have a significant effect on the
Company’s cash flows and operating results in the future. The construction in progress relates to the Group's
capital investment program for the period through 2011 to build up capacity at GRES-24, Kirishskaya GRES,
Novocherkasskaya GRES and Cherepovelskaya GRES.

The major items in construction are:

& months ended
30 June 2007
Replacement of condensing plant and putting into aperation combined-cycle plant unit #6
(Kirishskaja GRES} 121,912
Reconstruction of water treatment system (Kirishskaja GRES) 110.586
45,361

Fume stack reconstruction unit #2 (Riazanskaja GRES)
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Depreciation is chargad ance property, plant and equipment is available for use in the production.

Other properly, plant and eguipment include motor vehicles, computer equipment, ofiice fidures and olher
equipment.

The assets transferred to the Group upon privatization did not include the fand on which the Group's buildings and
facilities are situaled. The Group has the option 1o purchase this land upon applicalion lo the state registration body
or lo formalise the right for rent. As of 30 June 2007 the Group filed an application to acquire land at the
municipalily of Novomichurinskoe village of Pronsky district, Ryazan region.

A portion of properiy, plant and equipmeni additions has been setiled through mutual settlement, barier and other
non-cash transactions. Non-cash transaclions in respect of properly, plant and equipment are:

§ months ended 6 months ended

30 June 2007 30 June 2006

Non-gash acquisitions - 195,961
Non-cash proceeds from the sale of property, plant and equipment - 529

Impairment provision for property, plant and equipment Management has used various assumplions in the
calculation of the recoverable value of property, plant and equipment. Variations in these assumptions may give rise
to a significantly different arnount for the impairment provision.

Cost and accumulated deprectation of transferred assets including the impairment provision were accepted by the
Group as at the time of assets transfer from the Predecessor, RAQ UES.

In 2006 the management has concluded thal at the reporting date there were indications for reversing previously
recognized impairment losses based on significant changes with & favourable effect on the Group that have
occurred or are expecied o occur in the near future in the market and economic environment in which the Group
operates. Such changes include:
»  upward revisions, based on recent trends, in the expected growih of demand for electricity and heat in the
regions in which the Group operates;
= higher degree of certainly about the free trading sector for electricity, which has been enacted by the
government of the Russian Federation as of August 2006 (Note 1);

As at December 31, 2006 the impairment provision has been reversed in amount of RR 7,132,708 thousand.

These developments have resulted in a change lo the assumptions that were used to determine the value in use of
assels thal comprise the cash generaling unils. An impairment review was carried out by comparing Ihe
recoverable amount of the individual cash generating unils with their nel book values. For the purposes of the
review, each of the Group's power plants was used as the relevant cash generating unit. The recoverable amount
was generally based on value in use, which was caiculaled based on estimated fulure cash flows using various

assumptions including the following:

= Electicity tariffs in the regulated sector will be-increased by 17.1 - 28.7%, 10.3 - 19.8%, 7.6 - 25.6% for the
years ended December 31, 2008, 2009 and 2010, respectively.

= Electricity tarifis in the free market sector will be increased by 8.4%. 11.8%, 17.2% for the years ended
December 31, 2008, 2009 and 2010, respeciively;

e Heat lariffs will be increased by 17%, 18.2% and 18.4% for the years ended December 31, 2008, 2008
and 2010, respectively:

»  Gas price will be increased by 25%, 27.7% and 27.7% for the years ended December 31, 2008, 2009 and
2010, respectively,

= Growth of gas prices and other operating costs wil be accounted for by the Regional Tariff Service in the
course of establishing regulated electricity and heat tariffs on a “cost-plus” basis;

» |nflation rale will not exceed 6.5% year,;
»  Increase of major variable cost will exceed the inflation rate;

*  The pre-tax discount rale used to determine assels value in use is equal to 13.28% up to the year 2008
and 14.16% in the years 2010-2025.

Gas price, heat tarifis and electricity tanifs (in the regulated sector) appraved by respective regulators for 2007
Indicates increases of 15%, 11.5% and 6.5%, respectively in comparison with the year ended 31 December 2008.

Operating Leases. The Group leases a number of {and areas owned by local government under cperating lease.
Land lease payments are determined by lease agreements.
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Operating land lease rentals are payable as follows:
& months ended

& months ended

30 June 2007 30 Jung 2006
Less than one yaar 7.087 7.623
Between one and five years 26,115 23.891
Morg than {ive years 52,185 45,528
Total 85,397 77,042

Generally the leases run for an inflial period of 5-49 years with an option to renew the lease after thal date. Lease

payments are reviewed regularly to reflect market rentals,

QOperating lease rentals for other fixed assets are payable as follows:

6 months ended 6 months ended
30 June 2007 306 June 2006
Less than one year 3B4 382
Between one and five years 329,828 217,175
Total 330,212 217,557
Note 8. Other non-current assets
30 June 2007 31 Docember 2006
Long-term Trade Accounls Receivable (net of provision for
impairment of accounts receivable of RR 228,376 thousand
as of 30 June 2007 and 214,623 thousand as of 31
December 2006 ) 224,789 216,765
Taxes raceivablas (LT part) 145,814 146,301
(Other non-current assels 10.245 8,733
Total 380,848 371,798

Long-term Trade Accounts Receivable include amounts receivable overdue from the customers under initial rade
contract terms that were restructured and for which the new contracts were signed. Under restructured terms these
receivables are expected 1o be setfled in the years 2008 — 2013. The recorded value approximates their fair value.

The management believes that Group will be able to realize the net receivable amount through direct collections
and ofher non-cash setllements, Management considered non-collectible and, accordingly, fully impaired all the
long-lerm accounts receivable aged more than 1 year overdue under the restructured terms or receivables that
have never been restructured. The impaired receivables are mainly from the companies of RAO UES group which

are in difficult econamic situation.

Note 7. Cash and cash equivalents

30 June 2007

31 December 2006

Cash at bank and in hand 44,072

143,258

Total 44,072

143,258

‘There are no cash equivalents.

Note 8. Accounts receivable and prepayments

30 June 2007 31 December 2006
Trade receivables (net of provision for impaiment of accounts
recelvable of RR 131,797 thousand as of 30 June 2007 and RR
124,401 thousand as of 31 December 2006) 1,678,736 502,188
VAT recoverable 215.164 86,861
Advances to suppliers and prepayments {iet of provision for
impaiment of accounts receivable of RR 52,483 thousand as of 30
June 2007 and RR 50,957 thousand as of 31 December 2006) 497,514 254,124
Other receivables {net of provision for impaiment of accounts
seceivable of RR 69,830 thousand as of 30 Jun2 2007 and RR
78,598 thousand as of 31 December 2006) 385.702 289,321
Total 2,777,116 1,142,452
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The provision for impairment of accounts receivable was calculated based on analysis of coliectibilily. The

movement of the provision is shown in the table below.
& months ended 30 Junc 6 months ended 30 June

. 2007 ___________Z_UEQ
As at 1 January 480,046 855.661
Reversal of provision - (16,345)
Accrued provision 2,507
As at 30 June 482,553 839,616

As of 30 June 2007, trade receivables of 172,452 (31 December 2006: 222,815) were past due but not impaired.
These relale o a number of independent customers for whom there is no recent history of default. The aging
analysis of these trade receivables is as follows:

30 June 2007 31 December 2006
3 to 6 months 31.924 102,583
mofe then § monihs 140,528 120,232
Total 172,452 222,815

Management has delermined the provision for impairment of accounts receivable based on specific customer
identification, customer payment trends, subsequent receipts and setllements and analysis of expected future cash
flows. Fair valuation of future cash flows was based on the expecled collection date and 16-17% discount rate. The
discounting effect is recorded in the provision for impairment of accounts receivable. The management of the Group
belleves that Group enlities will be able lo realize the net receivable amount through direct caliections and other
non-cash settlements, and that therefore the recorded value approximates their fair value. The individually impaired
receivables mainly relate to energocompanies which are In difficull economic siluation. The aging of these
receivables is over 1 year old.

Mote 9. Inventories

30 June 2007 31 December 2006
Fuel supplies 1.545,4289 2.053.934
Spare parts 678,236 529.937
Materials and supplies 430,491 369.521
Other inventories 5578 14,970
Provision for siow-moving and ohsolete inveniory (43,855} -
Total 2,615,836 2,868,762

inventory balances as of December 31, 2006 include Inventories in the amount of RR 165,000 thousand and which
were pledged as collateral under loan agreerments.

Note 10. Other Current Assets

30 June 2007 31 December 2006
Other current assels 217,787 208,880
Profit tax 224,843 -
Total 442,730 208,860

Note 11. Equity
Basis of presentation of ntovements in equity

The Group was formed by the combination of a number of businesses under common control. Because of the
consequent use of the predecessor basis of accounting (see Note 3), the principal component of the net equity
recognised for the Group is based on the historic canying value of lhe net assels of the businasses contribuled as
recorded in the IFRS financial records of the predecessor enterprises, rather than the fair values of those net
assets. Similarly, for the purpose of comparability, the equity of the Group has been presented for comparative
periods and as at January 1, 2005 as if the current Group structure fad existed from January 1, 2005 {ses Note 3).
As the Group was formed as a result of a series of share issues completed afier January 1, 2005, the equily
statement reflects addifions to share capital in the amount equal to the statutory nominal value of the shares issued
which is based on the fair value of the net assets of the businesses contributed. In accordance with the predecessor
basis of accounting, the effect of such additions to equily is ofiset by a corresponding increase in the merger
reserve and reduction in minorily interest.
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30 June 2007 {unaudited)
(in thousands of Russian Roublas, except earning / {loss) per share)

Share capital
Numbear of
shares issued 30 June 2007 31 December 2006
and fully paid (RR, th.} {RR, th.}
Oudinaty shares 26,731,061,492 12,830,502 26,731.061
Total 26,731.061,432 12,830,909 26,731,061

As at 1 January 2006 the number of issued ordinary shares amounted to 23,008,616,898 with a par value of
RR 1.00 each.
On June 20, 2006 was registered the report on resulls of 2,776,435,233 additional ordinary shares issue of the

Group with a value of RR 1.00 each. These shares were exchanged for the ordinary shares of JSC “GRES-24",
JSC “Cherepovelskaya GRES” and for assets conlributed by RAO UES.

On November B, 2008 were registered six reports on results of 946,009,361 additional ordinary shares issue of the
JSC OGK-6 wilh a value of RR 1.00 each. On September 29, 2006 these shares were exchanged for the ardinary
shares of the following GRES:

» the ordinary shares of the JSC “Cherepovelskaya GRES” were exchanged for 360,964,852 additionally
issued ordinary shares of JSC OGK-6 with the value of RR 1.00 each;

« the ordinary shares of the JSC “GRES-24" were exchanged for 585,044,307 additionally issued ordinary
shares of JSC OGK-6 with the value of RR 1.00 each;

+ the ordinary shares of the JSC “Kirishskaya GRES" were exchanged for 25 additionally issued ordinary
shares of JSC OGK-6 with the value of RR 1.00 each,

« the ordinary shares of the JSC “Ryazanskaya GRES" were exchanged for 29 additionally issued ordinary
shares of JSC OGK-8 with the value of RR 1.00 each;

o for the ordinary shares of the JSC “Novecherkasskaya GRES" were exchanged 23 additionally issued
ordinary shares of JSC OGK-6 with the value of RR 1.00 each:

« the ordinary shares of the JSC “Krasnoyarskaya GRES™ were exchanged for 25 additionally issued
ordinary shares of JSC OGK-6 with the value of RR 1.00 each;

As at 31 December 2005, the number of issued ordinary shares amounted to 26,731,061,492 with a par value of
RR 1.00 each.
On 10 April 2007 Shareholders of the Group resolved lo decrease share capilal of the Group from

RR 26.,731.051,492 ta RR 12,830,909,518 by the way of decrease of the nominal value of the outstanding shares.
As at 30 June 2607 the number of outstanding shares amounted o 26,731,061,492 with par RR {1.48.

Decrease of Charter capilal was performed in accordance with requirements of Federal Law "On Joint-stock
Companies” which stipulates that net assets shall be equal or exceed Charter capital.

Dividends. The statutory financial reporls of QJSC “OGK-68" are the basis for profit distribulion and other
appropriations. The Russian legisiation identifies the basis of distribulion as the net profit. However, this legistation
and other statutory laws and regulations dealing with the distribution rights are open lo legal interpretation and,
accordingly, management believes al present it would not be appropriate to disclose an amount for the distribulable

reserves in these financial statements.

On 29 June 2007 the Annual Shareholders' meeting of the Greup approved the dividends based on resulis of 2008
and 1st quarter of 2007.

« The total amount of dividends approved for common shares based on results of 2006 was RR 225,990
thousand.

« The amount of dividends approved based on resuits of 2006 per common share is RR 0.00845417.
« The lotal amount of dividends approved for common shares based on results of 1st quarter 2007 was
RR 230,000 thousand.

+ The amount of dividends approved based on results of 1st quarler 2007 per common share s
RR 0.00860422.
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30 June 2007 {unaudited)
{in thousands of Russian Roubles, excep! earning / (loss) per share)

Note 1Z. Long-term borrowings
This line represents the long-term bonded loan obtained for operating purposes.

On 26 April 2007, the Group placed interest-bearing documentary non-convertible bearer bonds, series 01, at
MICEX. The bonds were issued under the state regisiration number 4-01-65106-0 and have circulation period of 5
years with 3-year buy-back option. The securities are placed at par value of RR 1 thousand each. The number of
actually placed bonds is 5 min bonds. The bonds are placed through public offering. The bond issue is arranged by
ROSBANK, with the International Moscow Bank as a co-arranger.

The first coupon vield rate is 7.55%. The first coupon yield Is payable on day 182 from the bond issue inception
date. The principal amount is payable with the 10th coupon yield on day 1,820 from the bond issue inception dale.

Currency of
loan Interest rate 30 June 2007 31 December 2006
Bonds RUR 7.55% 5,600,000 -
Other EUR 7.875% 83,610 -
Total 5,083,610 -

Management belizves thal tolal current value of non-current debt approximales ils fair value since actual interest
rates approximale current markel interest rates available to the Compariy for similar financial instruments.

The exposure of the Group's borrowings to interest rate changes at 30 June 2007 is limited to 5 years,

Note 13. Income tax

6 months ended & months ended

30 June 2007 30 June 2006

[ncome tax of current year 582 464 222247
Income tax of pravious years 188.807 -
Deferred income tax charge 88,215 (923,983)
Income tax charge / (banefit) 859,486 {701,748)

During 6 months ended on 30 June 2007 most members of the Group were subject to income tax rates of 24% an
the taxable profit.

In accordance with Russian tax legisiation, tax losses in different Group companies may not be relieved against
taxable profit of the other Group companies. Accordingly, income tax may accrue even where there is a net
consolidated tax loss.

For the reporting purposes net profit before tax is reconciled with the tax charge as follows:

& months ended & months ended

30 June 2007 30 June 2005

Profit/ (loss) befare tax 1.978.635 (992,317
Theoretical tax charge at an average statutory tax rate of 24% 474,873 {238,156)
Tax effect of lems which are not deductible or assessable for taxation purposes 384513 (463,580)
Total income tax charge / (benefit) 859,488 {701,745)

Deferred income tax. Differences between IFRS and Russian statulory taxation regulations give rise to ceriain
temporary differences between the carrying value of cerlain assefs and liabilities for financial reporling purposes
and for income tax purposes. Deferred income tax liabilities {assels) are measured at 24%, the rale applicable

when the asset or liability will reverse.
Deferred tax liabilities

Movement for the year

recognized in the Income
31 December 2006 Statement 30 June 2007
Property, plant and equipment (4,599,951) {58,417) {4.658.368)
Accounts receivable and prepayments 325,467 {105,674} 219,793
Tax loss 226,649 {101.502) 125,147
Cther 191,188 177,378 368,566
Total (3,856,647} (88,215) {3.944,862)
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30 June 2007 (unaudited)

{in thousands of Russian Roubles, except eaming / (loss) per share}

Movement for the year
recognized in the

31 Decamber 2005 Income Statement 30 June 2006
Property. plant and equipment {3,011,642) (31,594} (3.043,236)
Accounts receivable and prepayments 209,705 760,094 968,799
Qther {23.395) 185,483 172,088
Total {2,825,332) 923,993 {1,801,339)

Note 14. Pension liabilities

The lables below provide information about the benefit obligations, plan assets and actuarial assumptions used for
the six months ended 30 June 2007 and for the year 2006.

30 June 20607 31 Decembaer 2006
Present value of funded defined benefit obligations B62,623 811.012
Less: Fair value of plan assets - -
Deficit in plan 862,623 811.012
Unrecognized net actuarial loss (166,255) {149,574)
Unrecognised past service cost (165.500) (161,175)
Net liability In the balance shect 530,768 500,263

Amounts recognized in the combined and consolidated income statement.

& months ended

6 months ended

30 June 2007 31 December 2006
Current service cost 19,456 19,403
Intarest cost 24,928 13,615
Expected retumn on plan assels - -
Net actuarial losses/(gains) recognised in period 2,344 -
Amortisation of past service cost 19,428 18,975
Settlement (gain)/loss (59.049) -
immediate recognition of vested prior service cost 62,628 -
Other - 115,912
Total 69,735 167,905

Other category includes the result of changing estimation of year 2005 pension liabililies. During the year 2006
more detailed information about the group's pension plans was oblained. As a result the group's liabilily increased
and an additiona! charge of RR 148,673 thousand was recorded. The management has Ireated this as a change in
estimate rather than an actuarial loss, which would be deferred, because this allows the financial statements to

hetter reflect the position at December 31, 2006.

Changes in the present value of the Group's defined benefit obligation are as follows:

30 June 2007 31 December 2006
Present value of defined benefit cbligations (DBO) at beginning of year 811,012 4103.408
Service cost 19,456 36,073
Interest cost 24,928 44 684
Plan participants’ contributions - -
Actuarial {gain)loss 32.377 131.863
Past service cost 86,482 160.730
Benefils paid {39.230) {81,658)
Setllemant and curtzilment {(gain)loss (72,402) .
Other - 115812
Defined benefit obligations 862,623 811,012
38 June 2007 31 December 2005
Net liability at start of year 500,263 294,145
Adjustment to remove plan assets - 52.067
Adjusted net liabifity at stad of year 500.283 346,212
Net expense recognised in the Income stalement 69,735 235,709
Employer contributions {39,230} {81,658}
Net liability at the end of the ycar 530,768 500,263
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(in thousands of Russian Roubles, except earning / {loss) per share)

Principal acluarial assumptions are as follows:

30 June 2007 31 December 2006
Discount rate 6.75% 6 75%
Pension increase {excl. annuities via NSPF} 7.0% 70%
Inflation 5.0% 50%
Salary increase 5.0% 5.0%
Note 15. Other non-current liabilities
30 June 2007 31 Decembar 2006
Watertax 69,483 54,521
Profit tax 164,165 164,165
VAT 91,068 27,048
Diher 5,816 8,327
Total 330,532 324,061

Tax authorities carried out inspections, as a resull of which accruals were made for the taxes listed above. The
amounts mentioned are currently disputed in court. Results are expected in the following financial reporting periods.

Note 16. Current debt and current portion of non-scurrent debt

This line represenis shorl-term bank loans obtained for operaling purposes, with interest rates ranging from 9 % to
14%. The interes! rates are the market interest rates applicable to the loans at the dates of thelr origination. As of
30 June 2007 collaterat included promissory notes issted in amount of RR 168,000 thousand. As of December 31,
2006 inventories were pledged as collateral for these debts (Note 9).

Bank Currency Intorest rate 30 June 2007 31 December 2006
0JSC "Vneshtorgbank™ RR 10.00% 150,452 490,517
080 “"AL'FA-BANK" RR 10,5%-12,6% 380,545 1.232,156
QJSC "Transkredilbank” RR 8.5%-11,5% - 421,893
CJSC "Mezhdunarodnyi Moskovskii Bank” RR 7.5%11.75% 353,856 3.111.,984
JSB "Rosbank” RR 1.5%13% 200,148 342,400
JSB "Evrofinans Mosnarbank" RR 8.25% 175,040 400.000
JSB ‘MDM* ’R 8,5%-10.5% - 516,311
Other RR 9,25%-12.5% 168,250 -
Total 1,438,341 6,515,341
The carrying amounts of short-term borrowings approximate their fair value.
Note 17. Accounts payable and accrued charges
30 June 2007 31 December 2006
Trade payables 2.117.034 1.873.737
Payables to employees 112,399 92,342
Dividends payable 454,498 184,644
Other payables £§68.327 251.410
Total 3,362,258 2,412,133

Note 8. Taxes payable

30 June 2007

31 December 2006

Value-Added Tax 72.838 75,646
Property tax 79.304 85,574
Payroll tax 39,131 27.654
Current portion of restructured taxes 2175 314,069
Other taxes 249,543 277.305
Total 442,991 781,248
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Note 19, Revenues

§ months ended

& months ended

30 June 2007 30 June 2006
Electricity 12,772,877 12.270.414
Resale of purchased electricity 2,527,518 -
Heating 1.016.213 1.039.655
Other 158,327 207,514
Tetal 16,474,933 13,517,583

Notfe 20. Operating expenses

6 months ended

6 months ended

30 June 2007 30 June 2006
Fuel expenses 7,568,146 8.315,361
Depreciation charge 1,196,858 1.24B,971
Repairs and maintenance 1,176,712 1,097,841
Employee benefit expenses and payroll {axes 1,183,789 1,396,301
Water usage expenses 414,669 530,674
Taxes 260,475 203,819
Purchased power 1.770.492 7.887
Other materials 125,707 194,242
Rent and lease payments 161,983 132,774
Insurance cost 39,905 84,755
Transport costs 57,754 75,209
Security and fire safety cost 77,101 §0,122
Charity expendilure 20,445 20,644
Provision for slow-moving and cbsolate inventary / write-down 47,070 65,564
Consulting, legal and Informalion services 18,284 28,388
NOREM development costs 251,020 219.953
Electsicily transition 162,694 42,946
Reversal of previously written-off frade payables 8,158 (18,345)
Other 144,491 320,638
Total 14,685,753 14,028,846

Taxes comprise the following:

6 months ended

G tonths ended

30 June 2007 30 June 2006
Property tax 172,133 165.073
Non-refundable VAT 15,356 7427
Other taxes 72,988 31,319
Total 260,475 203,818

Employee benefits expenses comprise the following:

6 months ended

6 months ended

30 June 2007 30 June 2006
Salaries and wages, payroll taxes 1.044,488 1,232,195
Financia! aid to employees and pensioners 100,702 129,759
Non-governmentai pensicn fund expenses 38,591 34,347
Total 1,183,789 1,396,301

Note 21. Other operating income

6 months ended

6 months ended

30 June 2007 30 June 2006
Income from fines and penalties written-off 312,004 18,091
Other 107.384 60,967
Total 419,488 79,058

22



OGK-6 Group
Notes to Interim Combined and Consolidated Financial Statements for the six months ended

30 June 2007 (unaudited)
(in thousands of Russian Roubles, except eaming / {loss) por share)

Note 22, Finance costs

8 months ended & months ended

30 June 2007 308 June 2006

Interest expense 234,546 308,772
Discounting effect (855) 240,340
Other (3.658) -
Total 230,033 550,112

Subsequent to the initial recognition, the discount is amortized over the period of restructuring as an expense.

Note 23. Earnings per share

6 months ended 6 months ended
30 June 2007 30 June 2008
Weighted average number of ordinary shares issued (lhousand) 26,731,061 23,798,023
Net profit / (loss) aftribulable to {he shareholders of OJSC "OGK-6" 1,119,149 (394,553)
Eaming I {loss) per ordinary share for profit attributable to the
shareholders of DJSC “OGK-6" - basic and dlluted {in RR) 0.041% {0.0166}

Note 24, Commitments

Sales Commitments. The Group's entities self efectricity (power) on the two wholesale market seclors: free trading
sector and regulated trading sector.

The tariffs {prices) for the electricity (power) soldipurchased in the regulated trading sector (including the sector of
devialions) are set by the Federal Service on Tariffs.

The Group has entered into 2 number of electriciy sales agreements with AQ-Energos, retail companies and large
industrial customers.

Supply commitments. The Group has signed a number of agreements for the fuel supplies. These agreements do
not cover all the needs of the Group. The remaining part of the fuel required by the Group will be purchased on
short-term agreements from a number of suppliers wilh immediate payment terms.

Gas supplies were moslly received from OO0 “Ryazanregiongaz”, OAO “Ryazancblgaz”, ZAO
*Peterburgregiongaz”, 000 “Vologdaregiongaz”™, 000 “Rostovregicngaz®,

Coal supplles were mostly received from ZAQO “MezhRegionProm”, ZAO “Trading House Eli{*, Q00
"Mettransexpeo”, QOO0 “RusUgolFrom”, Q00 *Yujnaja Toplivhaja Company”.

The guantity of supplies was determined annually on the basis of fuel stocks requirements set by RAQ UES.

Prices under the Group's natural gas and coal contracls were generally determined by reference to base amounts
that were adjusted fo reflect provisions for changes in regulatory prices, published inflation indices and current
markel prices.

Capital commitments. Future capital expendilures for which contracts have been signed, amount to RR 1,310,164
thousand and RR 480,541 thousand on 30 June 2007 and 31 December 2006, respeciively.

Note 25. Contingencies

Political environment. From time to time and in varying degrees the operations and eamings of the Group enlities
continue to be affected by political, legislative, fiscal and regulatory developments, including those related to
environmental protection, in Russia.

Insurance. The Group holds limited insurance policies in relation to its assets, operations, public liability or other
insurable risks. Hence, the Group is exposed to those risks for which it does not have insurance.

Legal proceedings. Group entities are bound to certain legal proceedings arising in the ordinary course of
business. In the atanagements’ opinion, there are no current lega! proceedings or other claims oulstanding, which,
upon final disposition, will have a material adverse effect on the financial position of the Group.

Taxation. Russian tax, curency and customs legislation is subject 1o varying interpretations, and changes, which
can occur frequently, Management's interpretation of such leglslation as applied to the transactions and aclivity of
the Group entities may be challenged by the relevant regional and federal authorities. Recent events wilhin the
Russian Federation suggest that the tax authorilies may be taking a more assertive position in their inlerpretation of
the legisiation and assessments. As a resull, significant additional taxes, penalties and interest may be assessed.
Fiscal periods remain open to review by the authorities in respect of taxes for thres calendar years preceding the
year of review. Under certain circumstances review may cover longer periods.
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As of 30 June 2007 management believes that ils interpretation of the relevant legislation is appropriate and the
Grcu.p's tax, currency and customs positions will be sustained. Where management believes it is probable that a
position cannot be sustained, an appropriate amount has been accrued for in these Financial Statements.

Environmental matters. Group eniities and their predecessor enfilies have operated in the electric power industry
in the Russian Federation for many years. The enforcement of environmental regulations in the Russian Federation
is evelving and the enforcement posture of the government authorities is continually being reconsidered. Group
entities periodically evaluzate their obligations under the environmental regulations.

Potential liabilities might arise as a result of changes in the legislation and regulations or civil litigation. The impact
of these polential changes cannot be estimated, but could be material. In the current enforcement climate under
existing legislation, management believes that there are no significant liabilifies for environmental damage.

Note 26. Related party transactions

The nature of the related party relationships for those refaled parlies with whom the Group entered into significant
transactions or had significant balances outstanding at June 30, 2007 are detailed below.

Parent
The Company is controlled by RAO UES which owns 93.48% of the Company's shares.

The remaining 5.52% of ordinary shares are placed among a large number of shareholders. RAO UES is the
ultimate paren! compzny of the Group of interralated organizations of which the Company is a member.

Balances on operations with RAQ UES were as follows:

30 June 2007 31 December 2008
Acceunls payable (dividends) 426,259 185.553
‘Total 426,259 185,553

Transactions with management and close family members

Compensation is paid to members of the Management Board of OJSC “OGK-6" (hereinafter - the "Management
Board") for their services in full ime management positions and is made up of a confraclual salary, non-cash
benefits, and a performance bonus depending on the resulls for the period according to Russian statutory financial
statements. The compensation is approved by the Board of Direclors of OJSC "OGK-6". Optional bonuses, which
are approved by the Chairman of the Management Board according to his perception of the value of their
contribution, are alse payable to members of the Management Board,

Key management received the following semuneration during 6 months 2007 and & months 2008:

6 months ended & months ended
30 June 2007 30 June 2006
Salaries and bonuses 19,349 84,713
Payroll taxes 1,137 2,123
Total 20,486 66,836
Transactions with the Parent's subsidiaries
Transactions wilh the Parenl's subsidiaries were as follows:
& months ended 6 months endad
30 June 2007 30 June 2006
Sales of electricity and heat 11,335,483 9.031,688
Balances with the Parent’s subsidiaries at the end of the period were as follows:
As at 30 June 2007 As at 31 Pecember 2006
Accounts recelvable and prepaymenis 1,551,289 427,802
Provision (185.163) {185,879)
Accounts payable and accruals 130,784 75,803

Operations with other state-controlied entities

In the normal course of business the Group enters inlo transactions with other entitles under the Govemment
controt. Prices for natural gas, eleclricity and heat are based on tariffs set by FST and RST. Bank loans are granted
at markel rates. Taxes are accrued and settied in accordance with the Russian tax legislation.
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The Group had the following transactions and balances with state-controlted entities:

§ months ended 6 months ended

30 June 2007 30 Junp 2006

Fuel purchase 4,628,248 3,348,165
Payments of NOREM developmant costs 251.020 219,983
Total 4,879,268 3,568,118
30 June 2007 31 December 2006

Accounis receivable and prepayments 773,863 1.049,893
Provision (104.977) {104.315)
Accounts payable and accruals 154,934 1,659,925

Note 27. Financial instruments and financial risk factors

Financial risk factors. The Group's activities expose it to a variely of financial risks, including the effects of
changes in foreign currency exchange rates, changes in interest rates, and the collectibility of receivables, The
Group does not have a risk policy to hedge its financial exposures.

Credit risk. Financial assets, which subject the Group to polential credit risk, consist principally of trade
receivables. Although coliection of receivables could be influenced by economic faclors, management belisves that
there ts no significant risk of loss to the Group beyond the provision for Impaiment of receivables already recorded.

Cash is placed in financial institutions, which are considered at the time of the deposit to have minimal risk of
default.

Credit risk is managed on a Group basis. For wholesale customers there is no independent raling and therefore
Group assesses the credit quality of the customer, taking into account its financial position, past expenence and
other factors.

The {able below shows the balance of the twelve major counterparties at the balance sheet date:

Rating 30 June 2007 31 December 2006
Karelskaya energy distribution company BBB 111,213 -
Kolskaya energy distribution company BES 460,600 -
OAD Mosenergoshyt BEB 83,788 .
OAQ Peterburgskaya energy distribution company BBB 82,092 -
ZAQ Cenler of financial estimation BEBB 125443 109,436
0AQ Energosbyt Rostovenergo BBB 113,655 .
OAQ Kabbalkenergo BBB 83.488 67.316
ZAD Peterburgregiongaz BBB 147.970 -
OAOQ scientific development and production center SATURN BBB 255,360 -
000 KirishiNefleorgSintez BBB 70,939 49.371
OAD Silovye Mashiny BBS . 38,940
000 Ryazanregiongaz B8B8 - 105,404
Total 1,534,548 370,557

Interest rate risk. The Group's operafing profils and cash flows from operating aclivity are substantially
independent of the changes in market interest rales. The Group is exposed to interest rate risk through market
value fluctuations of interest bearing long-term borrowings. Most of the Group's long-temn borrowings are at fixed
interest rates, The Group has no material interest-bearing assets.

Liquidity risk. Prudent liquidity risk management inciudes maintaining sufficient cash and the availabllity of funding
from an adequate amount of committed credit facilities.

The table helow analyses the Group's financial liabilities into relevant maturity groupings based on the remaining
period at the balance sheet to the contractual maturity date. The amounts disclosed in the table are the cpnlractual
undiscounted cash flows. Balances due within 12 months equal iheir carrying balances, as the impact of

disgounting is not significant.
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Betweett 1 and 2 Between 2and 5

Less than 1 year years years Qver 5 years
At 30 June 2007
Bank borrowings and long-term dabt 1,438,341 6,882,328
Trade and other payablas 3,782,464 83,903 68,300 .
At 31 December 2006
Bank borrowing 6,515,341 . - - -
Trade and oiher payables 3,216,821 188,911 g -

Fair values. Management believes that the fair value of its financial assets and liabilities approximates their
canying amounts, The canying value iess impairment provision of trade receivables and payables are assumed to
approximate thair fair values due lo the shart-term nature of trade receivables. The fair value of financial liabilities
for disclosure purposes is estimaled by discounting the future contraciual cash fiows al the current market interest
rale that is available for Group for sirnilar financial instruments.

The maximum exposure for each risk is limited lo the fair value of each class of financial instrument.
Note 28. Capital risk management

The Group's objectives when managing capital are to safeguard the Group’s ability to conlinue as a going concem
in order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital
struciure lo reduce the cost of capilal.

in order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to
shareholders, relum capital to shareholders, issue new shares or sell assets to reduce debt.

The Group monitors capital on the basis of lhe gearing ratio. This ratio is calculated as net debt divided by total
capital. Net debt is calculated as tolal borrowings (including borrowings and trade and other payables, as shovm in
the consolidated balance sheel) less cash and cash equivalents. Total capllal is calculated as equily, as shown in
the consolidated balance shest, plus net debl.

The gearing ratios at 30 June 2007 and at 31 December 2006 were as follows:
31 Becember

30 June 2007 2006

Total borowings 6,521,951 6.515.341
Less: cash and cash equivalents {Note 7) (44,072) {143.258)
Net debt 6,477,873 6.372.083
Total equity 19,622,470 19.076.703
Total capital 26,100,349 25,448,786
25% 25%

Gearing ralio

Note 29. Post balance sheet events

On 15 August 2007 the Board of Directors of the Group approved prospectus for the issue of shares in amount of
11,850 min. with the par value of RR 0.48 each. Shares will be placed by the way of open subscriptions in
accordance wilh the decision of the General Shareholdings meeting of OJSC "WGC-6" as of 29 June 2007 to

increase the share capital.

On 22 August 2007 the Board of Directors of the Group voled to call extraordinary General Shareholder meeting
27 September 2007, Il is planed that shareholders of OJSC "WGC-6” would vote for the decision on dividends
distribution based on results of 1 half year of 2007. The Board of Directors recommended the general shareholder
meeling to approve dividends for 1 half year 2007 in amount of RR 0.00978311 per 1 share.

26



