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For shareholders of Interregional Distribution Grid Company of the Center and North Caucasus.

We conducted audit of the financial (accounting) reporting of Interregional Distribution Network Company of the Center and North Caucasus (later on – the Company) attached to the present Audit Report (later on – the Report) for the period since January 1 through December 31, 2006.
The applied financial (accounting) reporting of the Company (later on – the Reporting) is 35 pages long and contains:

· accounting balance sheet as of December 31, 2006

· profit-and-loss report for 2006

· Appendices to the accounting balance sheet and profit-and-loss report including:

Report on changing of capital for 2006

Report on cash flow for 2006

Appendix to the accounting balance sheet

· explanatory note.

The executive body of the Company bears responsibility for keeping of accounting report, preparation and performance of the Reporting. Our obligation is to express our opinion on the basis of the performed audit on reliability of the Reporting in all material respects and conformity with the order of keeping of accounting reporting in all material respects to the government of the Russian Federation.
Audit is performed according to:

· Federal law N 119 – fz as of August 07, 2001 On Audit Activity (with regard of the future amendments)

· Federal rules (standards) of the audit activity

· Rules (standards) of the audit activity approved by the Committee on the audit activity under President of the Russian Federation in the part where they  do not contradict federal rules (standards)

· Intracompany standards of KPMG on audit

· Rules and standards adopted by the Auditor Chamber of Russia

· Rules and standards approved by the Institute of Professional Accountants and Auditors of Russia

The audit was planned and performed to ensure that the Reporting does not contain gross errors. The audit was performed on a test basis and comprised study on the test basis of evidences that proved indexes of the Reporting and disclosure in it of information on financial and economic activity, estimation of conformity to the principles and rules of accounting reporting used during preparation of the Reporting, study of the main estimated figures received by the management of the Company and also estimation of the performance of the reporting. We suppose that the performed audit show reasonable cause for expressing of our opinion on reliability of the Reporting in all material respects  and conformity with the legislation of the Russian Federation of the order of realization of the accounting reporting.
In our opinion, the Reporting attached to the present Report gives reliable information in all material respects on the financial situation of the Company as of December 31, 2006 and results of its financial and economic activity for the period since January 1 through December 31, 2006, and the order of the keeping of accounting reporting by the Company, on the basis of which the Reporting was formed, conforms in all material respects to the legislation of the Russian Federation. 
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