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THE AUDITED ENTITY:

The Second Generation Company of Wholesale Electricity Market, Open Joint Stock Company (abbreviated name OGK-2 OAO).

Township of Solnechnodolsk, Izobilny region, Stavropol territory, 356128 Russian Federation

Certificate of state registration of a legal entity No. 1052600002180 issued by the Inspectorate of the Federal Tax Service for Izobilny region, Stavropol territory on March 9, 2005.

AUDITOR’S OPINION

on the accounting statements of The Second Generation Company of Wholesale Electricity Market, Open Joint Stock Company

To the shareholders of The Second Generation Company of Wholesale Electricity Market, Open Joint Stock Company
1. We have audited the attached accounting statements of The Second Generation Company of Wholesale Electricity Market, Open Joint Stock Company (hereinafter the “Company”) for the period from January 1, 2008 through December 31, 2008. The accounting statements of the Company comprise the Accounting Balance Sheet, the Profit and Loss Statement, the Appendix to the Balance Sheet, the Explanatory Note (hereinafter collectively referred to as the “accounting statements”). The accounting statements have been prepared by the management of the Company based on the laws of the Russian Federation regarding preparation of accounting statements. The statements prepared in the basis of the above laws substantially differs from the statements drawn up in accordance with the International Financial Reporting Standards.

2. The liability for preparation and presentation of the accounting statements is vested in the executive body of the Company. Our responsibility is to express our opinion on the truthfulness of the financial statements in all material respects and compliance of the accounting procedure with the laws of the Russian Federation based on our audit.

3. We have conducted the audit in accordance with the Federal Law On Audit Activity, the Federal Rules (Standards) of the audit activity, the International Audit Standards and our internal standards. We have planned our audit so that to obtain reasonable assurance that the accounting statements are free from any material misstatements. The audit was carried out on a sampling basis and included test-based study of evidences confirming values and disclosures on accounting and business operations, assessment of the accounting principles and methods applied in the course of preparation of the accounting statements, considering the key estimation indicators received by the management of Company and evaluation of presentation of the accounting statements. We believe that the performed audit gives sufficient grounds for expressing our opinion on the truthfulness of the accounting statements.

4. In our opinion the attached accounting statements of Company fairly reflect in all material respects the financial standing of the Company as of December 31, 2008 and the results of its financial and economic activity for the period from January 1, 2008 through December 31, 2008 in accordance with the requirements of the laws of the Russian Federation related to preparation of accounting statements.

March 6, 2009
Director of the joint stock company

(signed)

A.V. Chmel

Auditor




(signed)

A.V. Myshenkov

Qualification certificate in the sphere of general audit No. K019320 (unlimited)

BALANCE SHEET

as of 31 December 2008
	
	CODES

	Form no. 1 according to OKUD 
	0710001

	Date (year, month, day) 
	2008
	12
	31

	Entity: The Second Generation Company of Wholesale 

Electricity Market, Open Joint Stock Company


according to OKPO
	76851389

	Taxpayer’s identification number






INN 
	2607018122

	Type of business: 
Electricity production by heat power plants

according to OKVED
	40.10.11

	Legal form 
/
form of ownership 
	47
	16

	Open joint stock company / private property

according to OKOPF / OKFS 
	
	

	Unit of measure: thousand rubles
	according to OKEI
	384 / 385


Location (address): township of Solnechnodolsk, Izobilny region, Stavropol territory, 356128 Russia
Postal address: 56 Profsoyuznaya str., 117393 Moscow, Russia.

	

	


Approved on

Sent (received) on

	ASSETS
	Line code
	Opening balance
	Closing balance

	1
	2
	3
	4

	I. Non-current Assets
	
	
	

	Fixed assets
	120
	9,354,353
	9,403,113

	Construction in progress
	130
	1,555,215
	1,256,419

	Income yielding investments into tangible assets
	135
	7,144
	6,561

	Long-term financial investments
	140
	2,129,940
	46,332

	Deferred tax assets
	145
	84,163
	186,887

	Other non-current assets
	150
	1,386,080
	1,417,581

	
Total for section I
	190
	14,516,895
	12,316,893

	II. Current Assets
	
	
	

	Stock 
	210
	2,223,783
	2,727,084

	Including 
	
	
	

	Raw stock, materials and other similar values
	211
	2,163,161
	2,647,777

	Finished products and goods for resale
	214
	276
	8

	Deferred expenses
	216
	60,346
	79,299

	VAT on acquired inventories
	220
	48,303
	62,702

	Accounts receivable (due after 12 months after the balance sheet date)
	230
	2,535,002
	22,437,576

	
including buyers and customers
	231
	187 151
	192,935

	Accounts receivable (due within12 months after the balance sheet date)
	240
	2,471,749
	4,835,137

	
including buyers and customers
	241
	734,940
	1,559,800

	Short-term financial investments
	250
	20,102,766
	1,868,022

	Money funds
	260
	1,576,832
	1,361,401

	
Total for Section II
	290
	28,958,435
	33,291,922

	BALANCE
	300
	43,475,330
	45,608,815


	LIABILITIES
	Line code
	Opening balance
	Closing balance

	1
	2
	3
	4

	III. Capital and reserves
	
	
	

	Authorized capital
	410
	11,872,231
	11,872,828

	Treasury stock
	411
	(17,576)
	-

	Additional capital
	420
	24,785,153
	24,785,095

	Reserve capital

Including
	430
	177,372
	177,372

	Reserves formed in accordance with the laws
	431
	177,372
	177,372

	Retained profit (uncovered loss)
	470
	(2,339,097)
	(3,652,971)

	
Total for Section III
	490
	34,478,083
	33,182,324

	IV. Long-term liabilities
	
	
	

	Loans and credits
	510
	5,188,800
	5,191,950

	Deferred tax liabilities
	515
	119,151
	719,711

	
Total for Section IV
	590
	5,307,951
	5,911,66 1

	V. Short-term liabilities
	
	
	

	Loans and credits
	610
	1,600,000
	2,503,553

	Accounts payable

including
	620
	2,063,510
	4,004,859

	suppliers and contractors
	621
	1,466,063
	3,035,324

	Accrued payroll
	622
	106,662
	124,526

	Debts to governmental off-budget funds
	623
	24,794
	26,941

	Arrears in taxes and levies
	624
	268,557
	421,822

	Other creditors
	625
	197,434
	396,246

	Debts to the members (founders) related to payment of income
	630
	205
	150

	Deferred income
	640
	25,581
	6,268

	
Total for Section V
	690
	3,689,296
	6,514,830

	
BALANCE 
	700
	43,475,330
	45,608,815


INFORMATION ON INVENTORY REGISTERED IN OFF-BALANCE ACCOUNTS
	Indicator
	Line code
	Opening balance
	Closing balance

	1
	2
	3
	4

	Fixed assets rented
	910
	3,439,204
	3,586,915

	Including on lease
	911
	247,519
	190,663

	Inventory items taken for safekeeping 
	920
	161,171
	183,970

	Written-off liability of insolvent debtors
	940
	1,212,717
	1,231,212

	Received securities for liabilities and payments
	950
	73,099
	9,811,853

	Issued securities for liabilities and payments
	960
	119,821
	4,672,524

	Deterioration of the housing stock
	970
	1,012
	539


	Head
(signed)
N.V. Vaitulenis


(signature)

	Chief Accountant (signed) 
 L.V. Klisch



 (signature)
 

	6 March 2009

Seal: OAO OGK-2
	


PROFIT AND LOSS STATEMENT

	
	CODES

	Form no. 2 according to OKUD 
	0710002

	Date (year, month, day) 
	2008
	12
	31

	Entity: The Second Generation Company of Wholesale 
Electricity Market, Open Joint Stock Company


according to OKPO
	76851389

	Taxpayer’s identification number






INN 
	2607018122

	Type of business: 
Electricity production by heat power plants

according to OKVED
	40.10.11

	Legal form 
/
form of ownership 
	47
	16

	Open joint stock company / private property

according to OKOPF / OKFS 
	
	

	Unit of measure: thousand rubles
	according to OKEI
	384 / 385


	Indicator
	Opening balance
	Closing balance

	Description
	Code
	
	

	1
	2
	3
	4

	Income and expenses under ordinary types of activity

Receipts (net) from sales of goods, products, works, services (less value-added tax, excises and similar obligatory payments)
	010
	40,533,301
	33,759,235

	Net cost of sold goods, products, works, services
	020
	(39,738,873)
	(32,639,783)

	Gross profit (loss)
	029
	794,428
	1,119,452

	Profit (loss) from sales
	050
	794,428
	1,119,452

	Other income and expenses
	060
	545,504
	303,033

	Interest receivable
	
	
	

	Interest payable
	070
	(627,588)
	(437,081)

	Other income
	090
	1,107,013
	7,170,825

	Other expenses
	100
	(2,962,674)
	(7,730,395)

	Pre-tax profit (loss)
	140
	(1,143,317)
	425,834

	Deferred tax assets
	141
	102,724
	(75,746)

	Deferred tax liability
	142
	(600,560)
	2,873

	Current profit tax
	150
	(187,014)
	(326,478)

	Other similar mandatory payments
	155
	463,270
	12,801

	Net profit (loss) for the reporting period
	190
	(1,364,897)
	39,284

	FOR REFERENCE
	
	
	

	Recurrent tax obligations (assets)
	200
	494,722
	297,151

	Base profit (loss) per share, roubles
	201
	(0.0417)
	0.0014


BREAKDOWN OF SPECIFIC PROFITS AND LOSSES
	Indicator
	Opening balance
	Closing balance

	Description
	code 
	profit 
	loss 
	profit 
	loss 

	1
	2
	3
	4
	5
	6

	Fines, penalties and default interest acknowledged or upon which court (arbitration court) decisions were obtained with regard to their collection
	210
	10,463
	9,651
	25,647
	2,453

	Profit (loss) of previous years
	220
	37,826
	134,369
	12,254
	(39,749)

	Compensation for losses caused by default or undue performance of obligations
	230
	339
	-
	71
	-

	Exchange rate differences in foreign currency operations 
	240
	33,361
	2,279
	24,171
	32,385

	Allocations to valuation reserves
	250
	X
	140,951
	X
	-

	Writing off receivables and payables with expired period of limitation
	260
	2,495
	1,886
	1,203
	2,947


	Head
(signed)
N.V. Vaitulenis


(signature)

	Chief Accountant (signed) 
 L.V. Klisch



 (signature)
 

	6 March 2009

Seal: OAO OGK-2
	


STATEMENT OF CHANGES IN THE CAPITAL
for 2008

	
	CODES

	Form no. 3 according to OKUD 
	0710003

	Date (year, month, day) 
	2007
	12
	31

	Entity: The Second Generation Company of Wholesale 
Electricity Market, Open Joint Stock Company


according to OKPO
	76851389

	Taxpayer’s identification number






INN 
	2607018122

	Type of business: 
Electricity production by heat power plants

according to OKVED
	40.10.11

	Legal form 
/
form of ownership 
	47
	16

	Open joint stock company / private property

according to OKOPF / OKFS 
	
	

	Unit of measure: thousand rubles
	according to OKEI
	384 / 385


I. Changes in the capital

	Indicator
	Authorized capital


	Additional capital


	Reserve capital


	Undistributed profit (uncovered loss)
	Total

	Description
	code 
	
	
	
	
	

	1
	2
	3
	4
	5
	6
	7

	Balance as of 31 December of the year preceding the previous year

2007

previous year


	010
	26,480,896
	2,085,958
	170,033
	(19,157,619)
	9,579,268

	
	
	
	
	
	
	

	Balance as of 1 January of the previous year
	020
	26,480,896
	2,085,958
	170,033
	(19,157,619)
	9,579,268

	Net profit
	025
	х
	х
	x
	39,284
	39,284

	Dividends
	026
	х
	х
	х
	(90,001)
	(90,001)

	Allocations to the reserve fund
	030
	х
	х
	7,339
	(7,339)
	

	Increase of the amount of the capital at the expense of:
	040
	2,267,610
	22,699,498
	-
	303
	24,967,411

	Additional share issue
	041
	2,267,610
	22,699,498
	х
	x
	24,967,108

	Other
	044
	-
	-
	-
	303
	303

	Reducing of the amount of the capital at the expense of:
	050
	(16,876,275)
	(303)
	-
	16,876,275
	(303)

	Reducing the nominal value of the shares
	051
	(16,876,275)
	х
	х
	16,876,275
	-

	Other
	054
	-
	(303)
	-
	-
	(303)

	Balance as of 31 December of the previous year

2008

current year
	060
	11,872,231
	24,785,153
	177,372
	(2,339,097)
	34,495,659

	
	
	
	
	
	
	

	Balance as of 1 January of the reporting year
	100
	11,872,231
	24,785,153
	177,372
	{2,339,097)
	34,495,659

	Net profit
	105
	х
	х
	х
	(1,364,897)
	(1,364,897)

	Dividends
	106
	х
	х
	х
	-
	-

	Allocations to the reserve fund
	110
	x
	х
	-
	-
	-

	Increase of the amount of the capital at the expense of:
	120
	597
	-
	-
	51,023
	51,620

	Additional share issue
	121
	-
	-
	x
	x
	-

	Reorganisation of a legal entity
	123
	597
	x
	x
	50,965
	51,562

	Other
	124
	-
	-
	-
	58
	58

	Reducing of the amount of the capital at the expense of:
	130
	-
	(58)
	-
	-
	(58)

	Other
	134
	-
	(58)
	-
	-
	(58)

	Balance as of 31 December of the reporting year
	140
	11,872,828
	24,785,095
	177,372
	(3,652,971)
	33,182,324


II. Reserves 
	Indicator
	Balance
	Received
	Used
	Balance

	Description
	code 
	profit 
	loss 
	profit 
	loss 

	1
	2
	3
	4
	5
	6

	Reserves formed in accordance with the laws
	
	
	
	
	

	Reserve capital
	
	
	
	
	

	Data of the previous year
	150
	170,033
	7,339
	-
	177,372

	Data of the reporting year
	151
	177,372
	-
	-
	177,372

	Valuation reserves
	
	
	
	
	

	Reserve for doubtful debts
	
	
	
	
	

	Data of the previous year
	160
	189,362
	
	(70,937)
	168,425

	Data of the reporting year 
	161
	168,425
	140,951
	(73,672)
	235,704


REFERENCES
	Indicator
	Balance
	Received
	Used
	Balance

	Description
	code 
	profit 
	loss 
	profit 
	loss 

	1
	2
	3
	4
	5
	6

	Reserves formed in accordance with the laws
	
	
	
	
	

	Reserve capital
	
	
	
	
	

	Data of the previous year
	150
	170,033
	7,339
	-
	177,372

	Data of the reporting year
	151
	177,372
	-
	-
	177,372

	Valuation reserves
	
	
	
	
	

	Reserve for doubtful debts
	
	
	
	
	

	Data of the previous year
	160
	189,362
	
	(70,937)
	168,425

	Data of the reporting year 
	161
	168,425
	140,951
	(73,672)
	235,704

	Indicator
	Opening balance
	Closing balance

	Description
	code 
	
	

	1
	2
	3
	4

	Net assets 
	200
	34,503,664
	33,188,592


	Head
(signed)
N.V. Vaitulenis


(signature)

	Chief Accountant (signed) 
 L.V. Klisch



 (signature)
 

	6 March 2009

Seal: OAO OGK-2
	


CASH FLOW STATEMENT

for 2008

	
	CODES

	Form no. 4 according to OKUD 
	0710004

	Date (year, month, day) 
	2008
	12
	31

	Entity: The Second Generation Company of Wholesale 
Electricity Market, Open Joint Stock Company


according to OKPO
	76851389

	Taxpayer’s identification number






INN 
	2607018122

	Type of business: 
Electricity production by heat power plants

according to OKVED
	40.10.11

	Legal form 
/
form of ownership 
	47
	16

	Open joint stock company / private property

according to OKOPF / OKFS 
	
	

	Unit of measure: thousand rubles
	according to OKEI
	384 / 385


	Indicator
	For the reporting period
	For the similar period of the previous year

	Name
	Code
	
	

	1
	2
	3
	4

	Cash balance at the beginning of the year
	100
	1,586,114
	1,172,335

	Cash flow from operating activities
	
	
	

	Funds received from buyers, customers
	020
	46,918,343
	39,879,446

	Other income
	060
	119,719
	965,849

	Moneys appropriated for:
	
	
	

	payment of purchased goods, works, services, raw materials and other current assets
	150
	(41,496,629)
	(35,361,947)

	remuneration of labour
	160
	(1905,735)
	(1,513,176)

	payment of dividends, interest
	170
	(812,837)
	(406,110)

	payment of taxes and duties
	180
	(3,006,853)
	(2,250,236)

	settlements under Option Program
	185
	
	(709,689)

	other expenses
	190
	(719,318)
	(2,991,047)

	Net money funds from operating activities
	200
	(903,310)
	(2,386,910)

	Cash flow from investment activities:
	
	
	

	Income from sales of fixed assets and other non-current assets
	210
	1,545
	2,310

	Income from sale of securities and other financial investments
	220
	28,908,500
	3,114,500

	Interest received
	240
	635,211
	221,365

	Acquisition of fixed assets, profitable investments in tangible values and intangible assets
	290
	(20,851,694)
	(1,565,950)

	Purchase of securities and other financial investments
	300
	(8,650,000)
	(24,700,000)

	Loans granted to other entities
	310
	(660)
	(12,500)

	Net cash from investment activities
	340
	42,902
	(22,940,275)

	Cash flow from financial activities:

Income from issue of shares and other equity securities
	
	
	

	
	350
	
	24,870,085

	Income from loans and credits granted by other entities
	360
	9,562,950
	10,949,050

	Repayment of loans and credits (less interest)
	390
	(8,786,968)
	(9,932,725)

	Repayment of finance lease liabilities
	400
	(92,296)
	(132,792)

	Other expenses
	405
	(47,991)
	(21,936)

	Net cash from financing activities
	410
	635,695
	25,731,682

	Net increase (reduction) of cash and cash equivalents
	420
	(224,713)
	404,497

	Cash balance at the end of the reporting period
	430
	1,361,401
	1576,832

	Amount of impact of foreign currency to rouble exchange rate
	440
	31,036
	2,102


	Head
(signed)
N.V. Vaitulenis


(signature)

	Chief Accountant (signed) 
 L.V. Klisch



 (signature)
 

	6 March 2009

Seal: OAO OGK-2
	


APPENDIX TO THE ACCOUNTING BALANCE SHEET
for 2008
	
	CODES

	Form no. 5 according to OKUD 
	0710005

	Date (year, month, day) 
	2008
	12
	31

	Entity: The Second Generation Company of Wholesale 
Electricity Market, Open Joint Stock Company


according to OKPO
	76851389

	Taxpayer’s identification number






INN 
	2607018122

	Type of business: 
Electricity production by heat power plants

according to OKVED
	40.10.11

	Legal form 
/
form of ownership 
	47
	16

	Open joint stock company / private property

according to OKOPF / OKFS 
	
	

	Unit of measure: thousand rubles
	according to OKEI
	384 / 385


FIXED ASSETS

	Indicator
	As of the beginning of the reporting period
	Received
	Withdrawn
	As of the end of the reporting period

	Description
	code 
	
	
	
	

	1
	2
	3
	4
	5
	6

	Building
	110
	4,866,112
	30,292
	(4,545)
	4,891,859

	Constructions and transfer facilities
	111
	2,070,042
	83,533
	(21,882)
	2,131,693

	Machinery and equipment
	112
	3,147,250
	618,444
	(6,981)
	3,758,713

	Transport vehicles
	113
	35,314
	42,419
	(520)
	77,213

	Production and organizational stock
	114
	35,736
	1,636
	(573)
	36,799

	Perennial plantings
	117
	1,086
	
	
	1,086

	Other types of fixed assets
	118
	1,577
	1,232
	(89)
	2,720

	Land plots and environmental facilities
	119
	-
	18,033
	
	18,033

	Total
	130
	10,157,117
	795,589
	(34,590)
	10,918,116


	Indicator
	As of the beginning of the reporting period
	As of the end of the reporting period

	Description
	code 
	
	

	1
	2
	3
	4

	Depreciation of fixed assets - total


including
	140
	802,764
	1,515,003

	Buildings and constructions
	141
	295,405
	508,957

	Machinery and equipment, transport vehicles
	142
	496,432
	981,016

	Other
	143
	10,927
	18,030

	Leased out fixed assets - total


including
	150
	167,555
	127,259

	Buildings
	151
	148,869
	107,733

	Constructions
	152
	6,738
	8,312

	Machinery and equipment, transport vehicles
	153
	11,324
	10,438

	Other
	154
	624
	776

	Fixed assets transferred for preservation
	155
	1,700
	2,058

	Fixed assets received on lease - total


Including:
	160
	3,439,204
	3,586,915

	Buildings and constructions
	161
	329,844
	330,124

	Machinery and equipment, transport vehicles
	162
	248,646
	190,663

	Other
	163
	2,860,714
	3,066,128

	Real estate accepted for operation and in the process of state registration
	165
	
	74,426


FOR REFERENCE

	Indicator
	As of the beginning of the reporting period
	As of the end of the reporting period

	Description
	code 
	
	

	1
	2
	3
	4

	Alteration of the value of the fixed assets as a result of additional construction, additional equipment, reconstruction, partial liquidation
	180
	387,072
	620,633


INCOME YIELDING INVESTMENTS INTO TANGIBLE ASSETS

	Indicator
	As of the beginning of the reporting period
	Received
	Withdrawn
	As of the end of the reporting period

	Description
	code 
	
	
	
	

	1
	2
	3
	4
	5
	6

	Other
	230
	7,245
	-
	(529)
	6,716

	Total
	240
	7,245
	-
	(529)
	6,716


EXPENSES FOR R&D AND TECHNOLOGICAL WORKS
	Indicator
	As of the beginning of the reporting period
	Received
	Withdrawn
	As of the end of the reporting period

	Description
	code 
	
	
	
	

	1
	2
	3
	4
	5
	6

	Total

Including:
	310
	1,620
	-
	(1,620)
	-

	Inventory of greenhouse gas emissions
	311
	946
	-
	(946)
	-

	Other
	312
	674
	-
	(674)
	-


FOR REFERENCE

	Indicator
	As of the beginning of the reporting period
	As of the end of the reporting period

	Description
	code 
	
	

	1
	2
	3
	4

	Expenses for R&D and technological works in progress
	320
	650
	700


	Indicator
	For the reporting period
	For the same period of the previous year

	Description
	code 
	
	

	1
	2
	3
	4

	Expenses for R&D and technological works having no positive results
	321
	1,500
	-


FINANCIAL INVESTMENTS 
	Indicator
	Long-term
	Short-term

	Description
	code 
	Opening balance
	Closing balance
	Opening balance
	Closing balance

	1
	2
	3
	4
	5
	6

	Contributions to the authorised (share) capitals

of other organisations - total
	510
	16,124
	33,832
	-
	-

	Including 

of the subsidiaries and affiliates
	511
	16,124
	6,650
	-
	-

	Securities in other organisations - total

Including
	
	-
	-
	14
	-

	Debt securities (bonds, notes)
	521
	-
	-
	14
	-

	Loans granted
	525
	12,500
	12,500
	-
	660

	Deposits
	530
	2,101,316
	- 
	20,102,752
	1,867,362

	Total
	540
	2,129,940
	46,332
	20,102,766
	1,868,022

	From the total amount the financial investments having current market value:
	
	
	
	
	

	Contributions to the authorised (share) capitals

of other organisations - total
	550
	-
	27,182
	-
	-

	Including 

of the subsidiaries and affiliates
	551
	-
	-
	-
	-

	FOR REFERENCE
	
	
	
	
	

	Under financial investments having current money value, alteration of the value as a result of adjustment of the valuation
	580
	-
	(61,982)
	-
	-


RECEIVABLES AND PAYABLES
	Indicator
	Opening balance
	Closing balance

	Description
	Code
	 
	 

	1
	2
	3
	4

	Receivables: 

short-term – total
	610
	2,471,749
	4,835,137

	Including: 

settlements with buyers and customers
	611
	734,940
	1,559,800

	Prepaid expenses
	612
	1,324,236
	2,087,671

	Other
	613
	412,573
	1,187,666

	Long-term - total
	620
	2,535,002
	22,437,576

	Including: 

settlements with buyers and customers
	621
	187,151
	192,935

	Prepaid expenses
	622
	-
	19,851,547

	Other
	623
	2,347,851
	2,393,094

	Total
	630
	5,006,751
	27,272,713

	Payables: 

short-term – total
	650
	3,663,510
	6,508,412

	Including: 

settlements with suppliers and contractors
	651
	1,466,063
	3,035,324

	Prepayments 
	652
	5,767
	16,764

	Settlements with respect to taxes and duties
	653
	268,557
	421,822

	Credits
	654
	1,600,000
	2,503,553

	Other
	656
	323,123
	530,949

	long-term – total
	660
	5,188,800
	5,191,950

	Including: 

credits
	661
	-
	-

	loans
	662
	5,188,800
	5,191,950

	Total
	670
	8,852,310
	11,700,362


Expenses for ordinary activities

(by elements of expenses)

	Indicator
	For the reporting year
 
	For the previous year
 

	Description
	Code
	
	

	1
	2
	3
	4

	Material costs, including
	710
	30,720,789
	24,981,615

	Labour payment expenses
	720
	2,188,709
	1,671,172

	Deductions for social benefits 
	730
	177,080
	144,076

	Depreciation
	740
	724,845
	621,556

	Other expenses
	750
	5,427,450
	5,221,364

	Total for elements of expenses
	760
	39,738,873
	32,639,783

	Change of balance (gains [+], reduction [-]): 

of future expenses
	766
	52,074
	1,187,783


SECURITY

	Indicator
	For the reporting year
 
	For the previous year
 

	Description
	Code
	
	

	1
	2
	3
	4

	Received - total

Including
	810
	73,099
	9,811,853

	Property in pledge

Out of which
	820
	-
	15,590

	Fixed assets
	821
	-
	15,590

	Granted

Including
	830
	119,821
	4,672,524

	Pledged property 

Out of which
	840
	-
	1,000,000

	Other
	843
	-
	1,000,000


	Head
(signed)
N.V. Vaitulenis


(signature)

	Chief Accountant (signed) 
 L.V. Klisch



 (signature)
 

	6 March 2009

Seal: OAO OGK-2
	


Explanatory note to the accounting statements of The Second Generation Company of Wholesale Electricity Market, OAO
for 2008

1. General information 

The Second Generation Company of Wholesale Electricity Market Open Joint Stock Company (OGK-2 or the “Company”) has been established by the decision of the sole founder - RAO UES of Russia OAO (Decree of 4 March 2005 no. 35р).
The Company was registered on 9 March 2005 with primary state registration number 1052600002180 by the Inspectorate of the Federal Tax Service for the Izobilny region of the Stavropol territory.
The registered office of the Company is located at: township of Solnechnodolsk, Izobilny region, Stavropol territory, 356128 Russian Federation

The street address is: 56 Profsoyuznaya str., 117393 Moscow, Russia
The principal activity of the Company is generation and sale of electric energy (power), heat power, chemically purified water and other.

As of 31 December 2008 OGK-2 has five branches (Stavropolskaya GRES, Surgutskaya GRES-1, Troitskaya GRES, Serovskaya GRES and Pskovskaya GRES) and one subsidiary (Chaika OAO).
The Company’s staff on payroll as of 31 December 2008 was 4,928 persons (as of 31 December 2007 - 4,730 persons).

Before 27 June 2008 the Board of Directors consisted of:

	
	Full name
	Post in the Board of Directors
	Place of work and position

	1
	Mikhail Eduardovich Lisyansky
	President of the Board of Directors
	Deputy Managing Director of Business Unit no. 2 of OAO RAO UES of Russia

	2
	Elena Vladimirovna Evseyenkova
	Member of the Board of Directors 
	Deputy Head of the Economic Planning And Financial Control Department of Business Unit no. 2 of OAO RAO UES of Russia

	3
	Denis Viktorovich Kulikov
	Member of the Board of Directors
	Deputy Executive Director of the Association for Protection of the Investor Rights

	4
	Oleg Valentinovich Dunin
	Member of the Board of Directors
	Head of the Project Support Department of Business Unit no. 2 of OAO RAO UES of Russia

	5
	Sergey Borisovich Kosarev
	Member of the Board of Directors
	Head of the Department of Regulation of the Property Relations of the Corporate Centre of OAO RAO UES of Russia

	6
	Elena Alekseyevna Medvedeva
	Member of the Board of Directors
	Head of the Normative Management Department of the Reform Management Centre of OAO RAO UES of Russia

	7
	Mikhail Vasilyevich Kuzichev
	Member of the Board of Directors
	General Director of OGK-2 OAO

	8
	Irina Sergeyevna Bochka
	Member of the Board of Directors
	Head of the Corporate Management Department of Business Unit no. 2 of OGK-2 OAO

	9
	Alexander Aleksandrovich Filatov
	Member of the Board of Directors
	Executive director, member of the Supervisory Board of the Association of Independent Directors (non-commercial organization)

	10
	Eugeny Nikolaevich Bykhanov
	Member of the Board of Directors
	Deputy general director of the Institute of Professional Directors Fund

	11
	Alexander Shoilovich Rosenzweig
	Member of the Board of Directors
	Deputy Head of the Project Centre for pre-sale preparation and sale of assets of OAO RAO UES of Russia


As of 27 June 2008 the Board of Directors consists of:

	
	Full name
	Post in the Board of Directors
	Place of work and position

	1
	Denis Vladimirovich Fedorov 
	President of the Board of Directors
	Head of the Electric Power Sector and Electric Power Marketing Administration, of the Gas and Liquid Carbohydrates Marketing Department of OAO Gazprom

	2
	Anatoly Anatolievich Gavrilenko
	Deputy President of the Board of Directors 
	General Director of Leader ZAO

	3
	Igor Iosifovich Lipsky
	Member of the Board of Directors
	Deputy Head of the Property Management and Corporate Relations Department of OAO Gazprom, General Director of Gas Energy Company OOO

	4
	Denis Viktorovich Kulikov
	Member of the Board of Directors
	Deputy Executive Director of the Association for Protection of the Investor Rights

	5
	Mikhail Eduardovich Lisyansky
	Member of the Board of Directors
	General Director of UK Quartz OAO

	6
	Mikhail Leonidovich Khodursky 
	Member of the Board of Directors
	President of the Management Board of Gazenergoprombank ZAO

	7
	Elena Alekseyevna Medvedeva
	Member of the Board of Directors
	General Director of ZAO SENRI

	8
	Stanislav Vitalievich Neveynitsyn
	Member of the Board of Directors
	General Director of OAO OGK-2

	9
	Alexei Aleksadnrovich Mityushov
	Member of the Board of Directors
	General Director of Gazpromenergo OOO,
General Director, President of the Management Board, member of the Board of Directors of OAO OGK-6

	10
	Fyodor Yurievich Opadchy
	Member of the Board of Directors
	Director of the markets development and support of OAO SO UES

	11
	Andrey Vladimirovich Sharonov
	Member of the Board of Directors
	Managing Director of the President’s Office of Troika Dialog Investment Company


Before 30 May 2008 the Management Board consisted of:
· M.V. Kuzmichev - General Director of OAO OGK-2;

· N.L. Zapryagaeva - Deputy General Director for Economy and Finance of OAO OGK-2;

· A.A. Sidorov - Deputy General Director for Corporate Management of OAO OGK-2;

· A.V. Chegodaev - Deputy General Director for Production - Chief Engineer of OAO OGK-2;

· S.F. Parshev - Deputy General Director for Investment and Resource Supply of OAO OGK-2;

· D.A. Ilyenko - Deputy General Director for Energy Markets of OAO OGK-2;

· E.A. Rovnykh - Deputy General Director for Information Technologies of OAO OGK-2.

As of 31 December 2008 the Management Board consists of:

· S.V. Neveynitsyn - General Director of OAO OGK-2;

· N.V. Vaitulenis - Deputy General Director for Economy and Finance of OAO OGK-2;

· S.S. Fiel - Deputy General Director for Corporate Management of OAO OGK-2;

· A.A. Tarasenkov - Deputy General Director for Production - Chief Engineer of OAO OGK-2;

· R.N. Sabetsky - Deputy General Director for Capital Construction of OAO OGK-2;
· V.V. Svistunov - Deputy General Director for Information Technologies and Energy Markets of OAO OGK-2;

· T.P. Merabishvili - Deputy General Director for Investment and Resource Supply of OAO OGK-2;

· S.V. Suvorova - Deputy General Director for Legal Matters of OAO OGK-2.

As of 31 December 2008 the Internal Audit Commission consisted of:

	
	Full name
	Post in the Internal Audit Commission 
	Place of work and position

	1
	Margarita Ivanovna Mironova
	President of the Internal Audit Commission 
	Head of Internal Audit Administration of Mezhregiongaz OOO

	2
	Mikhail Vladimirovich Sorokin
	Member of the Internal Audit Commission
	Deputy Head of the Energy Engineering Department, Administration for Development of Electric Power Sector and Marketing in Electric Energy Industry of Gazprom OAO

	3
	Elena Evgenyevna Smirnova
	Member of the Internal Audit Commission
	General Director of Bogatyr OAO

	4
	Roman Anatolievich Mitrofanenkov
	Member of the Internal Audit Commission
	Head of the Internal Control and Audit Department of ZAO Med Si Group of Companies

	5
	Eugeny Nikolaevich Zemlyanoy
	Secretary of the Board of Directors
	Chief Specialist of the Department for Development of Electric Power Sector of Gazprom OAO


The List of related parties as of 31 December 1998 is provided in section 3.15.

The shares of the Company are quoted at RTS OAO and MICEX, the Global Depositary Receipts (GDR) for the shares of OGK-2 OAO are quoted at the core market of London Stock Exchange.

2. Accounting policy

These accounting statements of the Company have been prepared based on the following accounting policy:

2.1.
Fundamentals


The accounting of the Company is formed based on the accounting and reporting regulations effective in the Russian Federation, in particular, the Federal Law dated November 21, 1996 No. 129-ФЗ On Accounting, the Russian Accounting Standard “Corporate Accounting Policy” RAS 1/98 approved by the Order of the Ministry of Finance of the Russian Federation dated December 9, 1998 No. 60н, the Standard on Accounting and Reporting in the Russian Federation approved by the order of the Ministry of Finance dated July 29, 1998 No. 34н, other Accounting Principles.

2.2
Assets, liabilities and operations in foreign currencies


When accounting business operations effected in foreign currencies, the exchange rate of the relevant currency fixed by the Central Bank of the Russian Federation as of the date of the operation was applied. The assets and liabilities valued in foreign currency are reflected in the accounting statements in the amounts calculated based on the official rate amounting to 29.3804 rubles for 1 US dollar and 41.4411 rubles for 1 euro as of December 31, 2008.


The exchange rate differences arising during a year for operations with assets and liabilities in foreign currency and during their recalculation as of the reporting date are reflected as a part of other income and expenditures.

2.3.
Short-term and long-term assets and liabilities


In the statements the assets and liabilities are classified as short-term if their maturity does not exceed 12 months from the day after the last reporting date except credits and loans (paragraph 6.10). All other assets and liabilities are presented in the statements as long-term.

2.4.
Fixed assets

The fixed assets were accounted in accordance with the Russian Accounting Standard “Accounting of Fixed Assets” RAS 6/01 approved by the Order of the Ministry of Finance of the Russian Federation dated March 30, 2001 No. 26н.

The structure of the fixed assets reflects buildings, constructions, machinery, equipment, transport vehicles and other relevant objects with the service life of more than 12 months and value of more than 20 thousand rubles, as well as the energy equipment and property received under a lease agreement regardless of its value.

The depreciation on the fixed assets is accrued from the first day of the month following commissioning (putting into operation). The depreciation is not accrued on land plots and land use objects, fully depreciated objects not written off the balance.
The objects subject to state registration and complying with the criteria of fixed assets are accounted separately in the structure of contributions to non-current assets before the moment of state registration. The depreciation on the objects of fixed assets is accrued from the moment of commissioning (release into production).

In the statements the fixed assets are reflected in accordance with the original cost net of depreciation accrued for the whole period of operation in the Company. In accordance with the merger agreements the initial value of the objects of fixed assets received as the result of reorganization in the form of merger is equal to the depreciated cost of the objects of fixed assets before the reorganization.

The depreciation of fixed assets is accrued by linear method based on the useful life periods fixed in accordance with the Regulations of the Government of the Russian Federation dated January 1, 2002 No. 1 “On Classification of Fixed Assets Included into Amortization Groups”. 
The useful life of the fixed assets (in years) as of 31 December 2008 are as follows:

	Group of fixed assets 
	Remaining period of useful life (years)

	Buildings 
	38-71

	Constructions
	12-50

	Machinery and equipment 
	5-22

	Transport vehicles
	6-14

	Production and organizational stock
	3-7

	Perennial plantings
	1-10

	Other
	4-14


The reserve for future expenses for repair of fixed assets is not provided.

The fixed assets leased out, transferred for preservation, accepted for operation and being in the process of state registration are reflected in the Appendix to the balance sheet according to their initial value.

A brief analysis of the fixed assets is provided in section 3.1. of this explanatory note.

2.5.
Financial investments

The financial investments are accounted in accordance with the requirements of Russian Accounting Standard “Accounting for financial investments” 19/02 approved by the Order of the Ministry of Finance on December 10, 2002 No. 126н.

The unit of accounting financial investments are shares of one issuer, each received promissory note, open deposit.

The financial investments are accounted in accordance with the actual expenses for acquisition.

The financial investments for which the current market value is not determined are recorded in the accounting statements as of December 31, 2008 at their initial value.

At the retirement of financial investments for which the current market value is not determined the original cost of each accounting unit of financial investments is applied.

The income and expenses on operations with financial investments are reflected in the structure of other income and expenses.

2.6.
Inventory

The inventory is accounted in accordance with the Russian Accounting Standard “Accounting for Inventory” RAS 5/01 approved by the Order of the Ministry of Finance dated June 9, 2001 No. 44н.

The following is accounted in the structure of inventory:

· the assets which useful life in the production of products (performance of works, provision of services) or for managerial needs of the Company does not exceed 12 months;

· the assets with the cost of not more than 20 thousand rubles, which useful life in the production of products (performance of works, provision of services) or for managerial needs of the Company exceeds 12 months;

· the objects of special property (equipment, instruments, housewares) with the useful life exceeding 12 months;

· workwear regardless of the useful life.

The inventory is accounted in accordance with its actual net cost.

Evaluation of the inventory at its release into production and other retirement was effected in 2008 as the average net cost of a group of homogeneous inventory at the places of storage determined as weighted average for each day. Coal is written off at the average net cost determined for the month. Gas is written off at the net cost of each accounting unit. POL are written off at the average net cost determined for the period fixed for submitting the trip tickets to the accounting office in accordance with the approved document flow schedule. The cost of workwear with the useful lifetime of more than a year is carried over to the expenses by a linear method within the fixed term of useful life. The finished retired products shall be effected at the net cost of each unit.
A reserve for depreciated tangibles shall not be created for raw stock, materials and other inventory used for producing finished products, providing services if at the reporting date the current market value of such products, works, services corresponds to or exceeds its actual net cost.
A brief analysis of inventory flow for 2008 is provided in section 3.5.

2.7.
Deferred Expenses

The expenses effected by the Company during the reporting period but related to future reporting periods are recorded as deferred expenses and are written off as appropriated on straight-line basis during the period to which they relate.

2.8.
Trade receivables
The accounts receivable of buyers and customers and other debtors are reflected in accounting and statements of the Company in the amounts for which the payment documents were issued (in the amount for which the invoices are issued, in the amount specified in the contract, etc.)

In the statements the accounts receivable are shown net of the created reserve for doubtful debts. The reserve for doubtful debts constitutes a conservative valuation by the Company of the part of the debt which, possibly, will not be repaid. The accrual of the reserve for doubtful debts is included into other expenses of the Company.
2.9.
Recognition of income and expenses

The income and expensed are accounted in accordance with the Russian Accounting Standards “Corporate income” RAS 9/99 approved by the Order of the Ministry of Finance of the Russian Federation dated May 6, 1999 No. 32/н and “Corporate expenses” RAS 10/99 approved by the Order of the Ministry of Finance of the Russian Federation dated May 6, 1999 No. 33/н.

The revenue from sales of product, works and provision of services was recognized for the purposes of accounting as far as the products were shipped to the buyers (or services provided) an the payment documents were presented to them and was reflected in the Profit and Loss Statement net of value added tax.

The income from sales of goods (works, services) for the purposes of assessing profit tax are recognized as of the date of transferring the title to the goods to the buyers, the results of the performed works or paid provision of services to the customers which date is determined in accordance with the terms of the made contracts.

The following is recognized as income from ordinary activities:

· realization of electric power;

· realization of capacity;

· realization of heat power;

· realization of chemically purified water;

· payment for failure to return condensate;
· other realization;
· income from sales of fixed assets, intangible assets, materials and other assets of the Company other than money;

· fines, interests, penalties for violation of the terms of contracts for power supply which are received by the Company by judgement of court or which are recognized by the debtor;

· other income.

The following is recognized as the Company’s expenses: reduction of the economic profits resulting from retirement of assets (money, other property) and/or occurrence of circumstances leading to reduction of the Company’s capital save the reduction of contributions by decision of the members (property owners). The costs constitute any expenses of the Company for the reporting period conditioned by acquisition and usage of different resources in the process of effecting financial and economic activity and expressed in monetary form.

The expenses for ordinary types of activity mean the expenses related to production and sales of products, acquisition and sales of goods and the expenses related to performance of work and provision of services.

The expenses for ordinary activities of the Company are:

· expenses related to production and sales of electric power;

· expenses related to production and sales of capacity;

· expenses related to production and sales of heat power;


· expenses related to production and sales of chemically purified water;

· other expenses.


The income and expenses separately for power are separated only for internal management reports of the Company. The expenses for power shall be allocated in accordance with the procedure provided for by the FST when the tariffs are determined.
For the purposes of distribution of the Company’s expenses for electric and heat power and other types of products (works, services) the production expenses are classified:

· by nature of production – primary, auxiliary production, other (non-industrial) businesses;

· by types of products – electric or heat power, other types of products.

The accounting of expenses for production of principal types of products is effected taking into account the industrial peculiarities specified in the Instruction for planning, accounting and calculation of expenses for production and supply of electric and head power at the power plants, in the electric and heat networks and generally in the power supplying organizations approved by the Regulation of the Federal Energy Commission of the Russian Federation dated July 3, 1998 No. 27/4.

The principal types of the Company’s products are electric energy and power, heat power, chemically purified water.

The specifics of the product does not provide for presence of production in progress.

Managerial and commercial expenses are recognized in the reporting period in the structure of expenses of ordinary activities to the full extent.

2.10. Credits and loans

The obligations for the received loans and credits are accounted based on the Russian Accounting Statement “Accounting of loans and credits and expenses for their servicing” RAS 15/01 approved by the Order of the Ministry of Finance dated August 2, 2001 No. 60н.

The debts as of the end of the reporting period are shown taking into account the payable interest subject to the conditions of the contract.

The debts upon received loans and credits are subdivided in the accounting records into short-term and long-term as well as fixed-term and overdue. The transfer of the fixed-term debts to the overdue is effected on the day following the day of repayment of the principal amount of the debt (subject to the conditions of the contract). The long-term debts are not transferred to short-term even if in accordance with the conditions of the contract less than 365 days are left until repayment of the principal amount of the debt as of the reporting date.
The discount for the bonds due shall be accounted as deferred expenses and is included proportionally (on a monthly basis) into other expenses of the Company.
Additional expenses related to receipt of credits and loans are recognized as other expensed in the reporting period when they were effected.

2.11.
Authorized, additional capital and the reserve fund

The authorized capital is reflected in the amount of the nominal value of the ordinary shares. The amount of the authorized capital corresponds to the amount fixed in the Articles of Association of the Company.

The additional capital includes the amount of the share premium received as the result of placing the shares at the price exceeding their nominal value.

The Company establishes a reserve fund meant for covering losses which may, although not determined specifically, exist in the business turnover. The reserve capital shall be created at the expense of net profit of the Company and accounted only after distribution of profit by the Meeting of Shareholders.
2.12. Changes in the accounting policy for 2009

Due to the effect of the Accounting Standard “Accounting of expenses under loans and credits” for the 2009 accounting statements (15/2008) approved by the Order of the Ministry of Finance of the Russian Federation dated October 6, 2008 No. 107н, the short-term part of the long-term obligations under credits and loans shall be reflected in the accounting statements as part of the short-term obligations.
2.13. Introductory data


The statements of the Company comparability of the accounting figures with the accounting figures at the end of the reporting period. The opening balance at the beginning of the in the Information on Inventory Registered in Off-Balance Accounts changed by 161,171 thousand roubles as compared to the balance of December 31, 2007 due to reflection of the inventory taken for safekeeping after 1 January 2008 in the amount of 161,171 thousand roubles.
3. Disclosure of the material indicators of the reports
3.1. Fixed assets (Article 120 of the Balance Sheet)

The fixed assets as of 31 December 2008 amount to 9,403,113 roubles, 76.34% of the non-currents assets and 20.62% of all the assets of the Company.
The flow and structure of the fixed assets according to their depreciated cost for 2008 are given below:

	No.
	Indicator
	Amount as of 1 January 2008
	Received
	Depreciation accrued for the period
	Retired
	Amount as of December 31, 2008
	Share, %

	1
	2
	3
	4
	5
	6
	7
	

	1
	Buildings 
	4,756,179
	30,292
	(89,572)
	(4,202)
	4,692,697
	49.91

	2
	Constructions
	1,884,570
	83,533
	(128,015)
	(18,190)
	1,821,898
	19.38

	3
	Machinery and equipment 
	2,660,964
	618,444
	(489,157)
	(2,741)
	2,787,510
	29.64

	4
	Transport vehicles
	25,168
	42,419
	(7,187)
	-
	60,400
	0.65

	5
	Production and organizational stock
	25,606
	1,636
	(6,838)
	(331)
	20,073
	0.21

	6
	Perennial plantings
	672
	-
	(331)
	-
	341
	0.00

	7
	Other types of fixed assets
	1,194
	1,232
	(214)
	(51)
	2,161
	0.02

	8
	Land plots and environmental facilities
	-
	18,053
	-
	​-
	18,033
	0.19

	
	TOTAL
	9,354,353
	795,589
	(721,314)
	(25,515)
	9,403,113
	100


The largest share in the structure of fixed assets is occupied by buildings, machinery and equipment (49.91% and 29.65% respectively). The basic equipment includes boilers, turbines and other power equipment.

For 2008 the cost of the fixed assets increased by 48,760 thousand roubles. The cost of the fixed assets increased principally as a result of the performed works related to reconstruction, modernization and additional equipment and as a result of acquisition of fixed assets.
The cost of the leased fixed assets accounted off-balance as of 31 December 2008 amounted to 3,586,915 thousand roubles, out of which the leased land plots amount to 2,858,877. The land plots are reflected according to their cadastre value. The land lease contracts are made for various terms. Part of the lease contracts are made for 1 year with the right of further extension, the maximum term of the lease is 48 years.

In addition, the Company uses land plots with the cadastre value of 496,006 thousand roubles with unlimited period of use. In accordance with the Russian laws OAO OGK-2 can use the possibility to acquire such land by filing an application to the state registration body before 1 January 2010 or register its lease rights.
3.2. Construction in progress (Article 130 of the Balance Sheet)
The amount of the construction in progress on the Company’s balance reduced by 298,796 thousand roubles and as of 31 December 2008 amounted to 1,256,419 thousand roubles. 10.20% of the non-current assets and 2.75% of all the assets of the Company. The cost of the construction in progress reduced mainly due to putting into operation the asset under construction “Power generating unit no. 8, reconstruction of high-pressure heaters nos. 7, 8, 9” for the amount of 133,012 thousand roubles, as well as writing-off the asset under construction “Technical re-equipment of power generating unit no. 6” for the amount of 107,061 thousand roubles.
The following objects occupied the most share in the structure of contributions to non-current assets as of 31 December 2008:

· construction of power generating units no. 10,11 - 129,456 thousand roubles, 10,30% (Troitskaya GRES);
· reconstruction of the chemical water purifying complex - 106,415 thousand roubles, 8.47% (Stavropolskaya GRES);
· Reconstruction of the stator coil of generating unit TGV-500 of power unit no. 8 - 78,654 thousand roubles, 6.26% (Troitskaya GRES);

· Construction of 400 MW CCGT unit of power units no. 9, no. 10 - 70,221 roubles, 5,59% (Stavropolskaya GRES);

· Reconstruction of car tipper no. 2 - 43,802 thousand roubles, 3.49% (Troitskaya GRES);
· Reconstruction of the bund wall of the 2nd level of ash-disposal area - 41,634 thousand roubles, 3.31% (Serovskaya GRES).

In order to ensure efficient work of the stations and reliability of supplies of electric power and heat, increasing the marketability in the free market, reliability and safety of production, reducing the environmental impact, the Company is implementing an investment program, including the projects of constructing new generation facilities.

The investment program of OAO OGK-2 until 2012 provides construction of new marketable facilities in the regions having deficit of electric power. The aggregate power of the facilities put into operation is 2,920 MW. The total amount of investments into construction of new generation facilities - up to 140 bln. roubles. The investment program will be financed at the expense of own and borrowed capital.
The investment program approved by the Management Board of OAO RAO UES of Russia and the Board of Directors of the company is as follows:
Investment projects of OAO OGK-2

	Electric power plant
	Project
	Power, MW
	Commissioning time, years
	Fuel type

	Stavropolskaya GRES
	2 units 400 MW CCGT 
	800
	2010-2011
	gas

	Serovskaya GRES
	2 units 400 MW CCGT 
	800
	2011-2012
	gas

	Troitskaya GRES
	2 units 800 MW STU
	1320
	2011-2012
	coal


Currently the company is negotiating the variant of optimizing the investment program altering the commissioning time of the new facilities in Stavropolskaya GRES, Serovskaya GRES and Troitskaya GRES.
The main strong points of the construction projects are:

· implementing a modern economical power equipment;
· improving the technical and economic indicators, including reduction of the specific fuel consumption for producing electric power, improving the ecological performance, increasing the performance factor;

· the possibility to cover the deficit of the electric power at the expense of additionally commissioned facilities of the power plant;

· the possibility to use the additionally produced electric power to organize export to the Transcaucasian countries (for Stavropolskaya GRES).
3.3. Financial investments (Article 140 and 250 of the Balance Sheet)

The long-term financial investments of the Company (Article 140 of the Balance Sheet) as of the end of the reporting period amount to 46,332 thousand roubles or 0.38% of the non-current assets and 0.10% of all the assets of the Company. The short-term financial investments (line 250 of the Balance Sheet) as of 31 December 2008 amounted to 1,868,022 thousand roubles, 5.61% of the current assets and 4.10% of all the assets of OAO OGK-2.
The following changes occurred in the structure of long-term and short-term financial investments of the Company for the reporting period:

	Indicator
	Amount as of 1 January 2008
	Received during the reporting period
	Retired during the reporting period
	Amount as of 31 December 2008

	Investments into subsidiaries
	16,124
	-
	(9,474)
	6,650

	Investments into other organizations
	-
	89,164
	(61,982)
	27,182

	Loans granted to organizations for more than 12 months
	12,500
	125
	(125)
	12,500

	Long-term deposits
	2,101,316
	350,423
	(2,451,739)
	-

	Total long-term financial investments (line 140 of the Balance Sheet)
	2,129,940
	439,712
	(2,523,320)
	46,332

	Notes
	14
	-
	(14)
	-

	Loans granted to organizations for less than 12 months
	-
	660
	-
	660

	Short-term deposits
	20,102,752
	8,810,139
	(27,045,529)
	1,867,362

	Total short-term financial investments (line 250 of the Balance Sheet)
	20,102,766
	8,810,799
	(27,045,543)
	1,868,022


In December 2008 the Company sold shares of OAO Baza Otdykha Lesnoe Ozero, the redemption of shares is reflected at the initial value. As of 31 December 2008 the Company’s balance reflected the long-term financing into 100% owned company OAO Chaika at the initial value amounting to 6,650 thousand roubles.
In July 2008 as a result of the Company’s reorganization in the form of affiliating OAO OGK-2 Holding to it (see paragraph 3.9) 45,227,455 ordinary shares of OAO RusGidro with a par value of 1.00 roubles amounting to 89,164 roubles were included into the balance of the Company. As of 31 December 2008 the shares of OAO RusGidro are reflected at the initial market value (0.6010 roubles for 1 share). The adjustment of the cost of shares to the current market value is reflected in the structure of other expenses in the amount of 61,982 thousand roubles.
The money funds received as a result of additional issue of shares in the course of their initial public offering (IPO) in October 2007 placed with bank institutions in short-term and long-term deposit accounts were allocated for payment of advance payments to the new power units construction contractors in April 2008 (see paragraph 3.6).
As of 31 December 2007 the deposits with the repayment period of more than 1 year amounted to 2,101,316 thousand roubles and as of 31 December 2008 are absent. As of 31 December 2007 the deposits with the maturity period of less than 1 year amounted to 20,102,752 thousand roubles, as of 31 December 2008 - to 1,867,362 thousand roubles. The breakdown of the deposit contributions with the repayment period of less than 1 year is given below:

	Banking institution
	Amount as of 31 December 2008, thousand roubles
	Interest, %

	OAO Sberbank of Russia
	503,066
	10.2

	ZAO Gazenergoprombank
	502,869
	10.5

	OOO Vneshprombank
	402,699
	13.0

	ZAO International Industrial Bank
	402,641
	11.0

	Moskovsky branch of OAO CB Agroimpuls
	56,083
	7.5

	Total short-term deposits
	1,867,362
	


3.4. Other non-current assets (Article 150 of the Balance Sheet)
The structure of the non-current assets as of December 31, 2008 reflects the deferred expenses with the writing-off period of more than 12 months: software: 1,332,456 thousand roubles (as of 31 December 2007 - 674,772 thousand roubles) and the discounted amount for the secondary offered bonds - 85,125 thousand roubles (as of 31 December 2007 - 0) (see § 3.7).
The Company continues the works for developing new automated subsystem SAP R-3. In addition, OAO OGK-2 carries out the works for creating a Uniform Reference Data Management System of the corporate information system of OAO OGK-2. As a result of performing such works, as well as taking into account acquisition of other software the Company suffered losses amounting to 676,191 thousand roubles during 2008. The expenses for development (creation) and implementation of the SAP R3 automated financial business activity control system and the Uniform Reference Data Management System will be charged off the net cost in equal proportions during 20 years from the moment the system is commissioned for industrial operation.
In December 2006 the Board of Directors of the Company has approved the Option Program of OAO OGK-2 which determines the procedure of acquisition by the employees of the Company (participants of the Option Program) of the Company’s shares at a definite price. In March 2007 the Board of Directors of OGK-2 OAO approved the amount of ordinary which can be purchased by the employees within the framework of the Option Program. The amount of shares for participation in the Option Program was determined to be 529,617,916 ordinary shares which amounts to 1.6% of the total number of the placed ordinary shares of OAO OGK-2 as of 31 December 2007. In November 2007 the Company began to carry out the Option Program. For implementation of the approved Option Program the Company made a contract for its support with OAO NOMOS-Bank. As of December 31, 2007 the expenses for support of the Option Program representing compensation for expenses of OAO NOMOS-Bank related to performance of the Option Program support contract in the amount of 709,688 thousand roubles were reflected by the Company in the Balance Sheet as part of Other non-current assets. Such expenses were planned to be charged off the net cost of the Company’s products at the moment of performing the contracts with the participants of the Option Program for transferring the title to the ordinary registered shares at the earlier determined fixed price, since the contract shall be deemed performed if the participants of the Option Program have exercised their right to purchase of the Company’s shares on any date between 1 November 2010 and 1 May 2011. In case of failure to perform such contracts with the participants such expenses were planned to be charged off the other expenses of the Company. Due to dismissal of a considerable part of the participants of the Option Program in 2008, taking into account the existing situation on the stock markets in the conditions of the world financial crisis the management of the Company considers that the Option Program is no more feasible and probability of its performance is low. Based on the above, in 2008 the Company wrote off the expenses for the Option Program in the amount of 709,688 roubles.
3.5. Inventory
The inventory is assessed in the amount of the actual expenses for acquisition, their amount at the end of the year is 2,727,084 roubles, 8.19% of the current assets or 5.98% of all the assets of the Company. The major share in the structure of inventory belongs to spare parts - 923,570 roubles, (33.87%) coal - 694,461 roubles (25.47%), fuel oil - 553,250 thousand roubles (20.29%).

For the reporting period the following changes occurred in the value of inventory of OAO OGK-2:

	Indicators
	Amount as of 1 January 2008
	Received for the reporting period
	Retired for the reporting period
	Amount as of 31 December 2008

	Stock

including:
	2,223,783
	31,435,369
	30,932,068
	2,727,084

	Raw stock, materials and other similar values, out of which:
	2,163,161
	25,358,693
	24,874,077
	2,647,777

	Fuel - coal
	230,332
	5,769,681
	5,305,552
	694,461

	Fuel - fuel oil
	692,209
	347,911
	486,870
	553,250

	Fuel - gas
	-
	17,984,166
	17,484,166
	

	Spare parts 
	762,924
	840,292
	679,646
	923,570

	Other raw stock and materials 
	477,696
	416,643
	417,843
	476,496

	Finished products and goods for resale
	276
	5,880,103
	5,880,371
	8

	Deferred expenses
	60,346
	196,573
	177,620
	79,299


3.6. Trade receivables (lines 230 and 240 of the Balance Sheet)
The total amount of the accounts receivable as of 31 December 2008 amounts to 27,272,713 thousand roubles, representing 81.92% of the current assets or 59.80% of all the Company’s assets.
The Company has established a reserve for covering the doubtful accounts receivable in the amount of 235,704 thousand roubles. Under long-term receivables as of 31 December 2008 the reserve amounts to 15,644 thousand roubles (as of 31 December 2007 - 15,644 thousand roubles) under short-term receivables the reserve is 220,060 roubles (as of 31 December 2007 - 152,781 thousand roubles). The amount of the restored reserve under doubtful debts in 2008 reflected as part of other income was 73,672 thousand roubles (in 2007 - 20,937 thousand roubles). The amount of deductions to the reserve for doubtful debts in 2008 was 140,951 thousand roubles (in 2007 no deductions to the reserve were made).

The long-term receivables for 2008 increased by 19,902,574 thousand roubles (9 times) and amounted to 22,437,576 thousand roubles at the end of the reporting period, representing 82.27% of the total amount of the debt. The largest share in the long-term receivables belongs to the funds prepaid to the construction organizations in the amount of 19,771,463 thousand roubles (88.12%) and interest-free notes in the amount of 2,190,524 thousand roubles (9.76%) which are mainly represented by interest-free notes of OAO NOMOS-Bank for the amount of 2,116,395 thousand roubles with the maturity time in May 2011.
Within the framework of implementing an investment program (see paragraph 3.2) in 2008 the Company made prepayments to the general contractors of OAO Group E4 and ZAO Quartz-Tyumen in the amount of 8,843,349 thousand roubles and 11,367,411 thousand roubles respectively by using the funds of the long-term and short-term deposits. In addition, the company received as repayment of the advance payments made to the contractors within the framework of performing the obligations under contracts for construction of new power units the guarantees of OAO Alpha Bank and OAO Bank of Moscow for the total amount of 9.764.826 thousand roubles which are accounted off-balance.
The short-term receivables for 2008 increased by 2,363,388 thousand roubles and as of 31 December 2008 amounts to 4,835,137 thousand roubles or 17,73% of the total amount of the accounts receivable.

The breakdown of the short-term receivables is given below:

	No.
	Indicator
	Value as of 1 January 2008
	Structure
	Value as of 31 December 2008
	Structure

	1
	Buyers and customers

Including:
	734,940


	29.74%


	1,559,800


	32.26%



	
	Debt for electric power
	498,204
	20.16%


	1,342,247
	27.76%

	
	Debt for heat power
	180,655
	7.31%


	190,271
	3.94%

	
	Debt for other products, provided services, performed works
	56,081
	2.27%
	27,282
	0.56%

	2
	Prepaid expenses
including
	1,324,236


	53.57%
	2,087,671


	43.18%



	
	To fuel suppliers
	808,138
	
	636,552
	13.17%,

	
	To service suppliers
	199,141
	
	749,248
	15.50%,

	
	Material suppliers
	104,128
	
	47,200
	0.98%,

	
	Construction organizations
	207,138
	
	651,714
	13.48%,

	
	Other
	5,691
	
	2,957
	0.05%

	3
	Other debtors

Including
	412,573
	16.69%
	1,187,666
	24.56%

	
	Overpayment under taxes and off-budget funds
	255,722
	10.35%
	900,671
	18.63%

	
	Other
	156,851
	6.34%
	286,995
	5.93%

	
	Total:
	2,471,749
	100%
	4,835,137
	100%


3.7. Long-term and short-term credits and loans (lines 510 and 610 of the Balance Sheet)

As of 31 December 2008,the debts under long-term credits and loans increased by 3,150 thousand roubles and amounted to 5,191,950 thousand roubles or 41.78% of all the Company’s liabilities and 11.38% of the total balance.

In July 2007 the Company effected public offering of ordinary certifies non-convertible bonds with the term of mandatory centralized storage. The amount of the issued bonds is 5,000,000 pieces with a nominal value of 1,000 roubles per bond with the maturity term of 1,096 days from the date of offering. The interest on the bonds was fixed in the amount of 7.7% p.a. under 1-6 coupons as a result of trade at the moment of offering, which corresponded to 38,39 roubles for one bond. The bond loan was place for the purposes of optimization and restructuring of the credit portfolio of OAO OGK-2 and for the purposes of creating public credit history of the Company.
In connection with the adopted resolution on reorganization of the Company (see paragraph 3.9) OAO OGK-2 in accordance with the Russian Civil Code and the Federal Law On Joint Stock Companies notified all the creditors about the above resolution to ensure their right to demand early performance of obligations and the conditions and procedure of satisfying such claims. The total amount of the filed claims of the holders of bonds was 2,384,968 thousand roubles, the coupon profit - 48,318 thousand roubles. The bonds claimed to be early redeemed were repurchased by the Company in March - April 2008. All the bonds which were repurchased by OAO OGK-2 in March and April 2008 were placed for the second time in late April 2008 at the price of 94.80% of their nominal value. The interest and term of repayment under the secondary offered bonds did not change.

The bond loan is reflected in the statements at the nominal value. The discount for the secondary offered bonds due was accounted as deferred expenses and is proportionally charged off other expenses until the moment the bonds are repaid. The amount of the discount recognized as part of other expenses in 2008 was 38.893 thousand roubles. The amount of the discount which will be charged to expenses in 2009 is 56,236 thousand roubles. The interest accrued under the bond loan for 2008 amounted to 379,104 thousand roubles (for 2007 - 188,800 thousand roubles).

The debt under short-term credits and loans as of 31 December 2008 increased by 903,553 thousand roubles to 2,503,553 thousand roubles or 20.15% of all the Company’s liabilities and 5.49% of the total balance. The credits were gained without security principally for replenishment of current assets, financing the production expenses, including payment of the current tax debts and other mandatory payments to the budgets and state off-budget funds of all levels, procurements of raw stock and materials. All the amount of the interest accrued under credits is accounted as part of other expenses for 2008 and amounted to 248,484 thousand roubles (for 2007 - 248,281 thousand roubles).
The breakdown of the credits and loans by the terms of repayment is provided in the following table:

	Bank
	Maturity year
	Interest rate
	Amount as of 1 January 2008
	Interest rate, %
	Amount as of 31 December 2008

	Long-term loans
	
	
	
	
	

	Bond loan
	2010
	7.7
	5,188,800
	7.7
	5,191,950

	Total long-term loans 
	
	
	5,188,800
	
	5,191,950

	Including short-term part of long-term loans
	
	
	2,573,768
	
	191,950

	Short-term bank credits
	
	
	
	
	

	AKB Eurofinance Mosnarbank
	2008
	11
	400,000
	
	-

	AKB Eurofinance Mosnarbank
	2008
	11.5
	700,000
	
	-

	OAO AK Sberbank of the RF

Izobilny branch
	2009
	11.9
	500,000
	14.8
	1,503,553

	ZAO International Industrial Bank
	2009
	
	-
	17
	1,000,000

	Total short-term bank credits
	
	
	1,600,000
	
	2,503,553

	Total bank credits and loans
	
	
	6,788,800
	
	7,695,503


3.8. Short-term accounts payable (Article 620 of the Balance Sheet)

For the year 2008 the accounts receivable increased by 1,941,349 thousand roubles and at the end of the reporting year amounted to 4,004,859 thousand roubles or 32.23% of all the Company’s liabilities and 8.78% of the total balance.
The breakdown of the short-term accounts payable can be represented as follows:

	Indicator
	Value as of 1 January 2008
	Structure
	Value as of 31 December 2008
	Structure

	Suppliers and contractors

including:
	1,466,063
	71.05%
	3,035,324
	75.79%

	Suppliers of coal 
	-
	-
	741,584
	18.52%

	Suppliers of gas
	562,066
	27.24%
	611,908
	15.28%

	Suppliers of purchased electric power
	178,452
	8.65%
	172,284
	4.30%

	Repair organizations 
	154,953
	7.51 %
	630,263
	15.74%

	Construction organizations
	214,565
	10.40%
	192,603
	4.81%

	Suppliers of services
	256,210
	12.42%
	345,729
	8.63%

	Other
	99,817
	4.83%
	340,953
	8.51%

	Notes payable
	-
	-
	97,384
	2.43%

	Accrued payroll
	106 662
	5.17%
	124,526
	3.11%

	Debts to off-budget funds

out of which
	24 794
	1.20%
	26,941
	0.67%

	Pension fund
	21,199
	1.03%
	23,544
	0.59%

	Obligatory medical insurance fund
	3,421
	0.16%
	3,260
	0.08%

	Social insurance fund
	174
	0.01%
	137
	0.00%

	Tax debts to the budget

out of which
	268,557


	13.01%


	421,822


	10.53%



	Federal budget
	211,305,
	10.24%,
	313,669,
	7.83%,

	Regional budgets
	54,060,
	2.62%,
	108,153
	2.70%

	Local budget
	3,192
	0.15%
	-
	-

	Prepayments received
	5,767
	0.28%
	16,764
	0.42%

	Other 
	191,667
	9.29%
	282,098
	7.04%

	Including
	
	
	
	

	Lease payment for land
	-
	-
	197,808
	4.94%

	Total:
	2,063,510
	100%
	4,004,859
	100%


3.9. Capital
The Company capital as of the end of the reporting period amounted to 33,182,324 thousand roubles.

The authorized capital of the Company is fully paid and amounts to 11,872,827,952.15 roubles. The Company placed ordinary nominal shares with an equal nominal value of 0.3627 roubles each in the amount of 32,734,568,382 pieces.

The following changes occurred in the structure of own capital:

	Indicator


	Amount as of 1 January 2008
	Reorganization of the Company 
	Uncovered loss for the reporting year
	Other flow
	Amount as of 31 December 2008

	Authorized capital 
	11,872,231
	597
	-
	-
	11,872,828

	Treasury shares repurchased from the shareholders 
	(17,576)
	68,878
	
	(51,302)
	

	Additional capital
	24,785,153
	-
	-
	(58)
	24,785,095

	Reserve capital
	177,372
	-
	-
	-
	177,372

	Undistributed profit/uncovered loss
	{2,339,097)
	50,965
	(1,364,897)
	58
	(3,652,971)

	Total capital 
	34,478,083
	120,440
	(1,364,897)
	(51,302)
	33,182,324


Reorganization of the Company and purchase of own shares from the shareholders
In October 2007 the Extraordinary General Meeting of Shareholders decided to reorganize OAO OGK-2 in the form of merger with OJSC OGK-2 Holding (the Affiliated Company), spun-off from OAO RAO UES of Russia and the merger agreement between OAO OGK-2 and OAO OGK-2 Holding was approved.
The lists of property, rights and obligations transferred to OAO OGK-2 were prepared as of 31 March 2007 and valued based on their balance sheet value prepared under Russian GAAP. OAO OGK-2 becomes assignee for all rights and obligations in accordance with the transfer deed. The changes in the rights and obligations of Affiliated Company occurring from 31 March 2007 till 1 July 2008 were transferred to the assignee at the time the reorganization was completed.
In addition, on 15 February 2008 the Board of Directors of the Company approved the agreement about distribution of liability for the obligations which accrued before the reorganization of OAO RAO UES of Russia and not reflected in the separation balance of OAO RAO UES of Russia, between the companies receiving assets in the process of reorganization of OAO RAO UES of Russia. In accordance with the above agreement the share of obligations of OAO OGK-2 in case of their accrual would amount to 2.5117%, the agreement is effected until 30 June 2011.
The above Extraordinary General Meeting of Shareholders of OAO OGK-2 decided to increase the authorized capital of OAO OGK-2 by offering additional ordinary shares of the Company. The amount of the additionally offered shares is 24,900,629, the nominal value - 0.3627, the method of placement - conversion of the shares of OAO OGK-2 Holding affiliated to OAO OGK-2 into additional ordinary shares of OAO OGK-2 in the procedure provided for by the Merger Agreement. The reorganization was completed on 1 July 2008. Actually 1,646,469 shares were placed. The reorganization in the form of affiliation did not materially affect the financial statements of the Company: the Company received construction in progress amounting to 18,898 thousand roubles, long-term financial investments amounting to 89,164 thousand roubles, accounts receivable amounting to 12,378 roubles.
In addition, the claims of the shareholders voting against the reorganization about the Company’s repurchase of their shares were satisfied. As of 31 December 2007, 5,591,898 shares at the price of 3.1431 roubles were repurchased for the total amount of 17.576 roubles. Altogether 6,973,231 shares amounting to 21,918 thousand roubles were claimed to be repurchased. In January 2008 1,381,333 shares for the total amount of 4,341 thousand roubles were repurchased.

The shareholder who voted at the Extraordinary General Meeting of Shareholders against approval of the contracts for construction of two power units at the site of the subsidiary of OAO OGK-2 - Troitskaya GRES and two power units on site of the subsidiary of OAO OGK-2 - Stavropolskaya GRES (see paragraph 3.2) claimed that the Company should repurchase 16,001,974 shares at the price of 3.0006 roubles for the total amount of 48,016 thousand roubles which were repurchased by the Company in March 2008.
On 1 July 2008 22,639.432 shares repurchased from the shareholders for the total amount of 68,878 thousand roubles participated in the process of converting the shares of OAO OGK-2 Holding into the shares of the Company.

In September 2008 335,773 shares repurchased from the shareholders for the total amount of 1,055 thousand roubles were sold.

3.10. Income and expenses.

The income and expenses for the reporting period are reflected in the profit and loss statement separately for ordinary types of activity and for other income and expenses with a breakdown by types and values.

The income and expenses from ordinary types of activity are represented in the following table:

	Indicator
	Income 
	Expenses

	
	2008
	2007
	2008
	2007

	From sales of products, services, total
	40,533,301
	33,759,235
	39,738,873
	32,639,783

	From sales of electric energy and power
	39,809,889
	33,067,807
	38,984,722
	32,004,113

	From sales of heat energy
	656,099
	608,820
	684,902
	549,410

	Other works, services
	67,313
	82,608
	69,249
	86,260


The structure of the net cost, including management expenses amounting to 917,821 thousand roubles for 2008 and 721,807 thousand roubles for 2007 are as follows:

	Indicator
	2008
	2007

	Net cost of the principal products, total
	39,738,873
	32,639,783

	
Including
	
	

	Material expenses, including
	30,720,789
	24,981,615

	Gas
	17,982,988
	13,513,733

	Coal
	5,305,103
	4,220,345

	Purchased energy (power)
	5,891,139
	5,995,153

	Expenses for labor payment
	2,188,709
	1,671,172

	Uniform Social Tax
	177,080
	144,076

	Depreciation
	724,845
	621,556

	Other expense, including:
	5,927,450
	5,221,364

	Repair expenses
	2,138,875
	1,993,478

	Services of third party organizations
	1,713,986
	1,394,726

	Taxes and levies (water tax, payment for water, property tax, etc.
	1,197,209
	1,009,099


In line 760 of Form no. 5 “Appendix to the Accounting Balance Sheet” the expenses reflected in line 020 of Form no. 2 are broken down by elements of expenses. Line 766 of the Form no. 5 “Appendix to the Accounting Balance Sheet” reflects changes in the balances under account 97 “Deferred expenses" reflected in lines 216 and 150 of Form no. 1 “Accounting Balance Sheet”.

The profit from sales for 2008 amounted to 794,428 thousand roubles (for 2007 - 1,119,452 thousand roubles)

The breakdown of other income for 2008 can be represented in the following table:

	Indicator
	2008
	2007

	Interest receivable
	545,504
	303,033

	Other income, total
	1,107,013
	7,170,825

	Including
	
	

	Income from sale of currency
	698,277
	6,536,464

	Income from sale of securities
	116,775
	60,999

	Restoration of the reserve for doubtful debts
	73,672
	20,937

	Property surplus according to stock taking
	50,218
	318,733

	Profit of previous years
	37,826
	12,254

	Exchange rate differences
	33,361
	24,171

	Income from sale of inventory
	29,565
	42,728

	Fines, penalties and default interest acknowledged or upon which court (arbitration court) decisions were obtained with regard to their collection
	10,463
	25,647

	Other income
	56,856
	128,892


The breakdown of other expenses for 2008 is represented in the following table:

	Indicator
	2008
	2007

	Interest payable
	627,588
	437,081

	Other expenses, total
	1,962,674
	7,730,395

	Including
	
	

	Expenses for option program
	709,688
	-

	Expenses for sales of currency
	696,843
	6,571,585

	Severance pays
	511,850
	-

	Expenses related to IPO
	
	584,354

	Retirement of assets without income
	147,000
	6,330

	Reserve for doubtful debts
	140,951
	-

	Loss of previous years
	134,369
	(39,749)

	Expenses related to realization of securities
	115,614
	57,567

	Compensation for losses from default on obligations related to power under agreements in the power trading area no. 1 
	110,414
	96,945

	Social payments 
	100,265
	134,489

	Adjustment of the financial investment to the current market value
	61,982
	-

	Amount of discount under the bond loan
	38,893
	-

	Expenses for sale of inventory
	22,381
	40,285

	Non-refundable VAT
	19,355
	109,805

	Expenses for servicing securities
	19,331
	12,789

	Writing off accounts receivable with the expired limitation period and non-recoverable
	18,760
	3,121

	Exchange rate difference
	2,279
	32,385

	Other expenses
	112,699
	120,489


According to the results of the year 2008 the Company received net loss of 1,364,897 thousand roubles (according to the results of 2007 the net profit amounted to 39,284 thousand roubles).

3.11. Profit tax

The pre-tax loss amounted to 1,143,317 thousand roubles, the qualified income for the profit tax - 274,396 thousand roubles.

The taxable profit for 2008 according to the accounting figures amounted to 779,225 thousand roubles, the current profit tax - 187,014 thousand roubles.

In accordance with the requirement of RAS 18/02 “Accounting for profit tax” the accounting statements reflect the difference between the tax on the accounting profit recognized in the accounting records and the tax on taxable profit formed in the accounting records and reflected in the tax returns. The difference forming as a result of applying different rules of recognizing income and expenses consists of permanent and temporary differences.

The permanent differences were formed as a result of non-recognizing the following for taxation purposes: the expensed for servicing of the option program in the amount of 709,688 thousand roubles, the compensation payments to the employees at termination of labor agreements in the amount of 511, 850 thousand roubles, the cost of inventory consisting of surplus identified during stock taking, received during deinstallation exceeding the assessed tax amounting to 46,682 thousand roubles, the expenses for excessive environmental emissions amounting to 7,840 thousand roubles, other expenses and payments of social nature in the amount of 716,380 thousand roubles which led to reflection of permanent tax obligations in the amount of 478,186 thousand roubles.
Deductible temporary differences
In 2008 the total of the deductible temporary differences affecting the difference (increase) between the qualified expense under the profit tax and the current profit tax, including those appearing in the reporting year amounting to 191,197 thousand roubles, which led to increase (accrual) of the relevant deferred tax assets in the amount of 45,887 thousand roubles.
The deductible temporary differences are connected with the differences in recognition of the depreciation of fixed assed (increase in the amount of 80.151 thousand roubles) in the accounting records and for the purposes of calculation of the profit tax.

Taxable temporary differences
In 2008 the total amount of the taxable temporary differences influencing the difference (reduction) between the qualified expense under the profit tax and the current profit tax amounted to 261,096 thousand roubles, including appearing in the reporting year amounting to 262,816 thousand roubles which led to increase (accrual) of the relevant deferred tax obligations amounting to 63,076 thousand roubles.

In addition, the decrease (reduction) of the taxable temporary differences amounted to 1,720 thousand roubles in the reporting year which resulted in decrease (repayment) of the relevant deferred tax obligations in the amount of 413 thousand roubles.

The taxable temporary differences are connected with the differences in recognition of the following operations in the accounting records and for the purposes of calculation of the profit tax: creating the reserve for doubtful debts (decrease in the amount of 145,142 thousand roubles), other expenses (decrease in the amount of 117,674 thousand roubles).

Reassessment of the profit tax for the past periods
The Company reassessed the tax obligations under the profit tax for 2005-2007 in the amount of 521,083 thousand roubles which led to reflection of the current profit tax for 2005-2007 in the amount of 464,246 thousand roubles. The ground for forwarding the adjusted tax calculations was inclusion of the documented and economically feasible expenses for mobilization training works into the structure of non-core expenses, including the expenses for maintenance of the facilities and sites partially loaded (used) but necessary for performance of the mobilization plan. In addition, the Company reassessed the accrued depreciation for a number of facilities operated in aggressive environments.
The reassessment of the tax obligations for the profit tax for 2005-2007 led to formation of the taxable temporary differences which, in its turn, led to formation of the deferred tax obligation in the amount of 537,897 thousand roubles, as well as to reflection of the losses brought forward, which in its turn resulted in formation of the deferred tax asses amounting to 56,837 thousand roubles. The permanent tax obligations formed as a result of recalculation of the tax obligations under the profit tax for 2005-2007 amounted to 16,536 thousand roubles.

3.12. Financial rent (lease)

The conditions of recording the leased property on the balance of the lessor or the lessee as well as application of a mechanism of accelerated amortization shall be determined by the agreement between the parties to the lease agreement.

The fixed assets received by the Company for financial rent (lease) shall be accounted in the lessor’s balance. After expiration of the lease contract the Company has the option to purchase the fixed assets at a profitable price.

As of 31 December 2008 the cost of the fixed assets received by the Company on lease amounts to 190,663 thousand roubles and is accounted off-balance.
The total amount of the future payments under lease agreements (without VAT) effective at the end of the reporting period amounts to 20,858 thousand roubles out of which 19,485 thousand roubles will be paid during 2009.

3.13. Dividends

On 22 June 2007 the General Meeting of Shareholders decided to pay dividends under ordinary shares of the Company:

· according the result of 2006 in the amount of 0.001873 for one ordinary share which amounts to 49,599 thousand roubles.

· according to results of the 1st quarter of 2007 in the 0,0015257 roubles per one ordinary share which amounts to 40,402 thousand roubles.

On 27 June 2008 the General Meeting of Shareholders resolved not to pay dividends upon ordinary shares of the Company following results of 2007.

3.14. Earnings per share

The basic earnings per share reflects the part of the profit for the reporting period which potentially can be distributed amount the shareholders - holders of ordinary shares. It is calculated as a ratio of the basic profit for the reporting year to the average weighed number of the ordinary shares in circulation during the reporting year. The basic profit is equal to the net profit for the reporting (Article 160 of the profit and loss statement).

	
	2008
	2007

	Basic profit (loss) for the reporting year, thousand roubles
	(1,364,897)
	39,284

	Average weighed number of the ordinary shares in circulation during the reporting year
	32,724,266
	27,522,900

	Base profit (loss) per share, rub.
	(0.0417)
	0.0014


The company does not have convertible securities or contracts of purchase and sale of ordinary shares from the issuer at the price lower than its market value, accordingly, the statements do not reflect the diluted profit per share.
3.15. Related parties
The related parties of the Company as of 31 December 2008 are the key management staff (members of the Board of Directors and the members of the Management Board), the information about which is provided in the “General Information” section of the explanatory note, as well as the following legal entities:

	Related party
	The ground for the party being related

	Affiliated and dependent companies of Gazprom OAO (www.gazprom.ru)
	The company belonging to the same group with OAO OGK-2

	Chaika Open Joint Stock Company
	Subsidiary of OAO OGK-2

	OGK-2 Finance Limited Liability Company
	Subsidiary of Chaika OAO


Before 30 June 2008 OAO RAO UES of Russia held 65.47% ordinary shares of OAO OGK-2. As of 1 July 2008 the Company is included into the Gazprom Group.

Before 30 June 2008 the Government of the Russian Federation was the principal shareholder of OAO RAO UES of Russia holding 52.7% of the shares, also the Russian Government is the principal shareholder of OAO Gazprom and holds a controlling stake (including direct and indirect ownership) of more than 50%.

The information about significant operations of the Company with the related parties are provided below. All the operations and settlements were effected in the territory of the Russian Federation in Russian roubles. The conditions and terms of effecting operations with the related parties do not differ from similar operations with counteragents which are not related parties with OAO OGK-2. The prices for natural gas, electric energy and heat are based on the tariffs established by the Federal Tariffs Service. The bank credits are granted at market interests.
The accruals and settlements under taxes are effected in accordance with the Russian tax laws.

Operations with the enterprises of the Gazprom Group
For the six months from 1 July 2008 through 31 December 2008 the Company effected the following operations (mainly procurement of fuel (gas) and sales of electric power under the market conditions) with the Gazprom Group (for the purpose of providing comparable data the information about the operations with Gazprom Group is also provided for six months from 1 January 2008 till 30 June 2008 and for 2007):

	Item
	For 6 months ending 31 December 2008
	For 6 months ending 30 July 2008
	For 2007*

	Sales:
	
	
	

	Sales of electric energy
	319,374
	70,476
	99,999

	Sales of heat energy
	97
	169
	257

	Procurements:
	
	
	

	Fuel
	6,138,768
	5,635,969
	6,232,877

	Other procurements
	6,136
	6,217
	4,536


* From 1 January 2007 through 30 June 2008 the Company did not form part of Gazprom Group.
As of 31 December 2008 the Company had the following balances of operations with Gazprom Group (for the purpose of providing comparable data the information about the balances of operations with Gazprom Group is also provided as of 30 June 2008 and 31 December 2007):

	Item
	Debt as of 31 December 2008 
	Debt as of 30 June 2008*
	Debt as of 31 December 2007*

	Trade and other accounts receivable 
	595,275
	436,328
	481,436

	Trade and other accounts payable
	251,395
	438
	243,617


* From 1 January 2007 through 30 June 2008 the Company did not form part of Gazprom Group.

As of 31 December 2008 the Company has the following deposits placed with banks included into the Gazprom Group (for the purpose of providing comparable data the information about the balances is also provided as of 30 June 2008 and 31 December 2007):

	Item
	Debt as of 31 December 2008 
	Debt as of 30 June 2008*
	Debt as of 31 December 2007*

	OAO Gazprombank
	-
	-
	4,025,885

	ZAO Gazenergoprombank
	502,869
	900,000
	1,100,000

	Total
	502,869
	900,000
	5,125,885


* From 1 January 2007 through 30 June 2008 the Company did not form part of Gazprom Group.

Operations with RAO UES of Russia

For the six months from 1 January 2008 through 30 June 2008 and from 1 January 2007 through 30 June 2007 the Company effected the following operations with OAO RAO UES of Russia:

	Item
	For 6 months ending 30 June 2008
	For 6 months ending 30 June 2007

	Dividends accrued 
	-
	72,837


As of 30 June 2008 and 31 December 2007 the Company had the following balances of operations with OAO RAO UES of Russia:

	Item
	Debt as of 30 June 2008 
	Debt as of 31 December 2007

	Trade and other accounts receivable 
	97,384
	97,384


Operations with subsidiaries of OAO RAO UES of Russia:
For the six months from 1 January 2008 through 30 June 2008 and during 2007 the Company effected the following operations with the subsidiaries of OAO RAO UES of Russia:

	Item
	For 6 months ending 30 June 2008
	For 2007

	Sales:
	
	

	Sales of electric energy
	11,309,332
	21,673,137

	Sales of heat energy
	205,434
	318,585

	Other sales
	15,579
	24,476

	Procurements:
	
	

	Operational dispatch management services
	285,983
	440,254

	Repair and construction works
	78,571
	254,841

	Purchased electric and heat energy
	8,208
	8,433

	Other procurements 
	114,093
	168,084

	Other:
	
	

	Allocations to Energy Industry Non-governmental Pension Fund
	51,823
	56,550


As of 30 June 2008 and 31 December 2007 OAO OGK-2 had the following balances of operations with subsidiaries of OAO RAO UES of Russia:

	Item
	As of 30 June 2008 
	As of 31 December 2007

	Trade and other accounts receivable 
	705,709
	649,582

	Reserve for depreciation of trade and other accounts receivable
	(94,753)
	(168,425)

	Trade and other accounts payable
	57,345
	154,148


Loans granted to related parties.

In July 2007 OAO OGK-2 issued a long-term loan to OOO OGK-2 Finance for the term of 3.5 years amounting to 12,500 thousand roubles with 1% annual interest. The interest received for 2008 reflected as part of other income amounted to 125 thousand roubles (for 2007 - 62 thousand roubles).

Operations with key management staff.

The consideration is paid to the members of the Company’s Management Board for their performance of duties on a permanent basis and consists of the monthly salary as well as bonuses determined according to the results for the period based on the indicators of Russian financial statements. The amount of the bonuses is approved by the decision of the Board of Directors. Lump-sum bonuses can be paid to the members of the Management Board by the decision of the President of the Management Board pursuant to the evaluations of their work results. The consideration and compensations are paid to the members of the Board of Directors for their work at such positions and for participation in the meetings of the Board of Directors according to the work results for the reporting period.
The total amount of considerations (without accounting for the social tax), accrued to the members of the Management Board during 2008 amounted to 119,000 thousand roubles, during 2007 - 97,247 thousand roubles.

The total amount of considerations (without accounting for the social tax), accrued to the members of the Board of Directors in 2008 amounted to 12,497 thousand roubles, during 2007 - 55,418 thousand roubles.

On 30 May 2008 the Board of Directors decided to terminate the employment agreement with the General Director and discontinue his powers. Also the company decided to terminate agreements of top managers as of 29 May 2008. The amount of the accrued compensatory payments in connection with termination of the employment agreements amounted to 510,573 thousand roubles, from which 332,214 thousand roubles belong to the members of the Management Board. This amount was charged off other expenses in 2008. In addition, within the framework of the Option Program the members of the Management Board have the right to purchase 34,518,201 shares of OAO OGK-2.
The payments (contributions) of the Company under non-governmental pension coverage ensuring payment of pensions to the members of the Management Board at the end of their termination of labor activities amounted to 9,313 thousand roubles in 2008 (in 2007 - 1,733 thousand roubles).

The Company does not pay long-term considerations to key management staff.

3.16. Contingent liabilities
Russian tax, currency and customs laws allow for different interpretations and is often modified.

The management of the Company does not exclude disputes with the supervisory authorities in the future concerning certain operations performed during the reporting and previous periods, such disputes can lead to alteration of the results of business activity. In accordance with § 24 of the Accounting Standard "Contingent facts of business activity" RAS 8/01 the detailed information about such operations is not disclosed in the statements.
The recent events occurred in the Russian Federation indicate that the tax authorities may take a harder position when interpreting the laws and verifying the tax calculations, in particular, in relation to accounting for water tax, reassessment of the profit tax for 2005-2007, deduction of some expenditures for the purposes of profit tax and refund of the input VAT related to such expenditures and, possibly, the operations and activity which were not disputed before will be disputed in the future. As a consequence, considerable additional taxes, default interest and fines can be accrued. The tax audits can cover three calendar years of the activity immediately preceding the year of the audit. In certain conditions earlier period can be also audited.
Due to the fact that the laws, including tax laws, do not govern all the aspects of the Company’s reorganization, the relevant legal and tax risks can exist.

In the opinion of the Company’s management, as of 31 December 2008 it has been correctly interpreting the relevant legal provisions and the position of the Company from point of view of the tax, currency and customs laws will be stable.

As of 31 December 2008 the Company acted as a guarantor for third parties for the total amount of 3,672,524 thousand roubles, out of which: 3,561,523 thousand roubles - the Company’s guarantees to OAO Bank of Moscow for performance of obligations by OAO Group 4 under the letter of credit agreement made between the bank and OAO Group 4 within the framework of the agreement on construction of new power generating units (see paragraphs 3.2 and 3.6).

In addition, the Company created pledge of notes of OAO NOMOS-Bank before OAO NOMOS-Bank amounting to 1,000,000 thousand roubles to guarantee obligations under the agreement for servicing the Option Program. The management of the Company does not expect any considerable obligations in connection with such guarantees and the pledge.
3.17. Events occurring after the reporting date
In connection with the reduction of the corporate profit tax rate from 24 to 20 per cent since 2009, the Company recalculated the value of the deferred assets and liabilities as of 1 January 2009 attributing the amounts of reduction of the cost of the above assets and liabilities formed as a result of recalculation to the undistributed profit (uncovered loss). As a result of that as of 1 January 2009 the amount of the deferred tax assets decreased by 31,148 thousand roubles, the amount of the deferred tax liabilities decreased by 119,952 thousand roubles, the undistributed profit increased by 88,804 thousand roubles compared to the correspondent figures of the accounting balance sheet as of 31 December 2008. The alterations of the profit tax rate assessed in such a way will be reflected in the opening accounting statements of the Company for 2009.
3.18. Other material events

In early 2008 the Company signed a long-term trilateral agreement with ZAO Financial Settlements Centre (ZAO FSC) and Non-commercial partnership Administrator of the Trading System of the Electricity Wholesale Market of the Unified Energy System (NP ATS) about providing power to the wholesale market. Pursuant to this Contract the Company undertakes to provide (supply) and ZAO FCS - to accept the power produced at the Company’s generation equipment commissioned not before 2008. The aggregate power of the generation equipment subject to supplies to the wholesale market is 2,580 MW. The location, the performance limits of the generation equipment and the terms for providing the power are fixed by the agreement. In case of default on the terms or volumes of providing the power under this agreement the Company shall indemnify ZAO FCS for the actual damage connected by the latter’s acquisition of the lacking power, but the amount of the indemnified expenses and losses cannot exceed 29,850,200,000 roubles. The aggregate power claimed to be supplied to ZAO FCS corresponds to the minimal installed capacity of the generation equipment which would be build within the framework of the investment program. The obligation to supply power shall expire on the last date of one year of the Company’s due performance of the obligation related to provision of power related to the said generation equipment, but not later than on 31 December 2021.
Currently there is a number of reasons to review the above contract, which is conditioned by the global financial crisis which consequences in the form of the considerably reduced consumption of electric energy and power (due to suspension of production or reducing the capacity in a number of industrial enterprises) and the negative forecasts about restoration to the pre-crisis levels affected the feasibility of the investment programs represented in the agreement. Due to that the Management of the Company is developing a variant of optimization of the investment program modifying the terms of putting new facilities into operation and, accordingly, the variant of updating the long-term power supply agreement.
3.19. Information by segments 
In 2008 the Russian economy started to suffer influence of the world financial crisis expressed in the reducing level of mutual trust in the sphere of crediting and investing. The growth of credit, currency and price risks led to negative consequences in economy, which include considerable price growth, volatility of the stock exchange quotes of securities, reduction of the industrial production, increasing number of credit defaults and bankrupt organizations.

The Management of the Company cannot predict all the tendencies which could influence (if any) the financial position and results of the Company’s activity. In connection with that this section discloses the influence of the recessionary trends on the Company in 2008 and the potential effect on the financial position and the results of the Company’s activity in the subsequent reporting periods. Assessing the potential influence of the crisis the Management of the Company relies on the facts confirming presence of the recessionary trends as of the reporting date which are mostly probable to have negative effect on the Company in the next reporting period.

Reduction of the volume of sale of goods, products, works and services
The principal type of the Company's activity is production of electric energy (power). The suspensions and reduction of production capacities in a number of production enterprises in the Russian Federation in the 4th quarter of 2008 led to reduction of the electric energy consumption and the price levels on the free energy and power wholesale market (EPWM) and, as a consequence, to the reduction of the volumes of the production program of OAO OGK-2. As a result the Company gained profit from sale of electric energy (power) in the 4th quarter 2008 24% lower than the planned value.

The Company forecasts continued decrease of industrial consumption in 2009, which primarily leads to establishing relatively low prices in the EPWM. Based on the above forecasts, the price level in the free sector of EPWM in 2009 is forecasted to be 13.7% lower than the factual in 2008. Such circumstance with the simultaneous growing prices for fuel, main item of the expenses of the electric power plants conditions the necessity to reduce own production to avoid realization of the products at unprofitable prices. Under such conditions taking into account the existing technical limitations, the necessity to carry out repair of the main and auxiliary equipment of electric power plants of OGK-OAO, the Company is planning to produce 6.17% less electric power than in 2008. The production and products realization expenses in 2009 are planned to be 2.4% lower than the level of 2008.
Growth of accounts receivable

As of 31 December 2008 the Company faced growing receivables from the buyers of electric energy (power). In particular, due to insolvency of a number of enterprises under the management of OAO MRSK of the North Caucasus which acquired electric energy (power) from the Company during the reporting year, in February 2009 the Company assigned its claims or receivables to OOO Energotrading under assignment agreements.

Credits received 
During the reporting year the Company raised credit resources under credit agreements made mainly in 2006-2007 and the 1st half of 2008 which did not considerably influence the volumes and the average rate of crediting.

Due to limitation of the volumes of crediting the borrowers in the conditions of a crisis of banking liquidity in early 2009 the Company faced a number of problems in raising credit resources. The increase of the interest rates and the tightening conditions of granting credits can influence the volumes of crediting and the expenses related to gaining credits.
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