Report of the independent auditing company to the shareholders on the statutory accounting reports of "SOUTHERN TELECOMMUNICATIONS COMPANY" PJSC
Information about the Auditor.

Full registered name: CJSC «Ernst and Young Vneshaudit»

Location: Building 1-1A, 20/12, Podsosenskiy per., Moscow 103062 Russian Federation 
State registration: № 033.468 of LO-011903 series, issued by Moscow Registration Chamber on March 23, 2000.

License for audit services including general and bank audit as well as audit of insurance companies, funds and exchanges № E003246, stated by the Order №9 of  Ministry of Finance of the Russian Federation on January 17, 2003, period of validity - 5 years

Information about a person under audit.

Full registered name: Public Joint Stock Company “Southern Telecommunications Company

Location: 66, Karasunskaya St., Krasnodar  350000.

State registration: № 186-p of May 20,1994, issued by Krasnodar Registration Chamber

Licenses for the licensing activities:
	Activity
	License number
	Issued by:
	Date of issue
	Valid till

	Rendering local and intra-zonal telephone services
	№ 23899
	Ministry for Communication and Informatization  of the Russian Federation
	04.10.2002
	04.10.2012

	Rendering telegraph services 
	№ 24059
	Ministry for Communication and Informatization  of the Russian Federation
	24.10.2002
	24.10.2007

	Rendering domestic and international long-distance telephone services 
	№ 24058
	Ministry for Communication and Informatization  of the Russian Federation
	24.10.2002
	24.10.2007

	Rendering mobile wireless telephone services 
	№ 24076
	Ministry for Communication and Informatization  of the Russian Federation
	31.10.2002
	31.10.2007

	Rendering paging services 
	№ 24062
	Ministry for Communication and Informatization  of the Russian Federation
	24.10.2002
	24.10.2005


Total number of licenses: 24 

1. We have performed an audit of the attached statutory accounting reports of "Southern Telecommunications Company" PJSC for the year ended 31 December 2002.

2. Accounting reports of “Southern Telecommunications Company” PJSC  include balance sheet  defined by the words “as at the end of the reported year taking into consideration indices of the merged companies”, income statement defined by the words “During the reported period”, statement of capital flow, statement of cash flows, appendixes to the balance sheet and explanatory note defined by the words “as at the end of the reported period taking into consideration indices of the merged companies” and “For the reported period”.  Preparation of these statutory accounting reports is the responsibility of the management of "Southern Telecommunications Company" PJSC. Our responsibility is to express an opinion on trustworthiness in all material aspects of  these statutory accounting reports and conformity of the accounting principles  with the applicable legislation of the Russian Federation, based on our audit.

3. Audit of the balance sheet of “Southern Telecommunications Company” PJSC for the year ended 31 December 2001 was performed by another auditing company and its opinion on  trustworthiness of  “UTK” PJSC  statutory accounting reports for the year ended 31 December 2001 was expressed in  conditionally positive auditor’s report of April 19, 2002. In its report the other auditing company  drew attention  to the fact of untimely posting of  the acquired equipment that influenced greatly the financial correctness of accounting reports.

4.  We carried out our audit in accordance with the Federal Law  “On Auditing” and  adopted federal auditing standards, Russian Auditing Standards approved by the Presidential Audit Committee. 

5. We planned and performed our audit to obtain reasonable assurance that the statutory accounting reports, defined by the words “as at the end of the reported period taking into consideration indices of the merged companies” and “For the reported period” are prepared in all material respects in their true values. Our audit included examining, on a test basis, evidence supporting the amounts and disclosures in the statutory accounting reports. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion on  trustworthiness in all material aspects of  these statutory accounting reports and conformity of the accounting principles  with the applicable legislation of the Russian Federation.

6.  In our opinion, in 2002 accounting procedures in respect to preparation of the statutory accounting reports of “Southern Telecommunications Company” PJSC, defined by the words “as at the end of the reported period taking into consideration indices of the merged companies” and “For the reported period”, meet the requirements of the Federal Law No 129-FZ as of 21 November 1996 «On Accounting»  and the above mentioned statutory accounting reports  are trustworthy and present, in all material respects, the assets and liabilities of "Southern Telecommunications Company" PJSC as of 31 December 2001 and its financial results for the year ended 31 December 2001 in accordance with the Federal Law No 129-FZ as of 21 November 1996 «On Accounting».
7.  Without making reservation in our report we would like to pay your attention to the section 4 “Analysis and assessment of the balance structure” of the Explanatory notes describing surplus of short-term liabilities over the current assets of "Southern Telecommunications Company" PJSC amounting to RUR 2 284 768 ths as of December 31, 2002, as well as  plans of the management  in relation to this working capital shortage.
8. As defined in unaudited  section  6 “Comparable indices of accounting reports” of the Explanatory notes, “Southern Telecommunications Company” PJSC was reorganized on October 31, 2002 through merger of several telecom companies of the Southern Federal District  into it. We did not perform audit of  comparative accounting reports or any of their parts defined by the words “as at the beginning of the reported period taking into consideration indices of the merged companies” and “For the same period of the previous year taking into consideration indices of the merged companies” as well as “For the reported period taking into consideration indices of the merged companies”, which were included in the attached accounting reports solely for the purpose of presenting  comparable financial information.
9. The accompanying statutory accounting reports are not intended for the purpose of presenting financial position and performance results in accordance with  generally accepted accounting principles  in other countries outside Russia. Accordingly, the attached statutory accounting reports are not designed for those who are not informed about Russian accounting matters.
April  25, 2003
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                                                                                                                                    Auditor
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                                                                     Certificate of competence on general audit № 043315,

                                                                     issued  on  May 23, 2002  with unrestricted period of     
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