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	Unified Energy System of Russia
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energy under conditions of the centralized operative-dispatch management 

assumed in electric power industry.




Section 1. Addressing to stock holders 

 

1.1. Directors Board Chairman addressing
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 Dear ladies and gentlemen!

 

Passed 2008 became determinative in many factors for OJSC “Sakhalinenergo”, and first of all it is explained by serious changes in corporate management structure of JV: in connection with Russian energetic reform completion and planned termination of OJSC RAO “UES Russia" activity, majority Shareholder was substituted. Other predetermining event in JV life and Sakhalin region in general was commencement of realization of Federal Task Program region “Social Economical development of Far East and Trans-Baikal till 2013” regarding development of island consumers power supply. Directors board concerned issues of Project realization in 2008 regarding modernization of Sakhalin power system general funds. 

In general, within accounting period there were 18 office and conference meetings of Directors board, where 158 issues were reviewed regarding financial economical activity of JV, its strategy tasks, prospective development and corporate management.

Special accent is made by Directors board on improvement of corporate management of JV: eminent of emission securities was reviewed quarterly; entire, set by the Legislation, accounting was published in mass media, submitted to FFMS of Russia and hosted on OJSC “Sakhalinenergo” site.

OJSC “Sakhalinenergo” Directors board priority in 2009 – continuation of work over realization of basic principles of corporate management with details in internal documents of JV. 

We have to perform serious work to increase OJSC “Sakhalinenergo” activity effectiveness, achievement of higher production and financial-economical results.

In 2009 key tendency in activity of both managers of OJSC “Sakhalinenergo” and Directors board and OJSC “RAO Power Systems of East”, remains realization of investment Projects of JV and completion of FTP.

I am sure that support provided by shareholders to the Company shall provide successful performance of set before OJSC “Sakhalinenergo” tasks, realization of which shall allow stable power supply, increase of the Company capitalization and guarantee observation of the Company’s shareholders interests.

 

 

Best regards,

Directors board Chairman

OJSC «Sakhalinenergo»  

Zhukov Y.N.

1.2. General Director addressing
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Dear ladies and gentlemen!

 

Previous 2008 undoubtedly shall take special place in history of Russian energetic in general and for OJSC “Sakhalinenergo” in particular. First of all, previous year became a year of the sphere reform completion and the process ended with epochal event – termination of OJSC RAO “UES Russia" in June 30. OJSC “Sakhalinenergo” along with other electric power systems of Far East continued working as successor of “UES Russia" in region – OJSC “RAO Power Systems of East” holding. 

I consider important result of 2009 - commencement of supply in Federal Task Program region “Social Economical development of Far East and Trans-Baikal till 2013” regarding modernization of Sakhalin Power System. Thanks to financial support of administration and Fareast power holding, we managed to realize in full planned activity in total of 800 mln. RUR including preparation of design documentation for construction of Yuzhno-Sakhalinsk CHP-1, 4th gas power block. Completion of investment program of the Company and implementation of general assets in amount of 386,7 mln. RUR (exceeding plan by 28%) increased its capitalization and became sources of new depreciation payments. 

The Company transferred 514 mln. RUR for preparation to autumn-winter season of 2008/2009 though plan was 495 mln. RUR, through overhaul repair of 2 boiler units and 2 station turbine generators, equipment of 60 substations and 530 kilometers of communication lines. 

The Company received certificate of readiness to pass OZM in time, and unfortunately, the next day we have to reclaim right to possess the document. November 8 – Sakhalin suffered the most severe and destructive for the last 20 years cyclone, cutting 48 settlements off power, where reside more than 85K people. 7 regions of island were said to have a state of emergency. Alexandrovsk-Sakhalinskiy and Tymovsk region suffered most of all. More than 3 weeks OJSC “Sakhalinenergo” in cooperation with local government, OJSC RAO “Fareast Power Systems" and engaging repair Companies were recovering destructed power services, and 1st of December – according to plan – all consumers were provided with power in the Company’s area of responsibility. Mitigation of consequences of November events proved OJSC “Sakhalinenergo” once more, that overcoming of emergency situation in power saving of consumers is possible only if power services are operated centralized by strong specialized Company, the basis of which is – professional stuff.

In 2008 power stations of OJSC “Sakhalinenergo”, in comparison to previous year, produced 1,3 % less electric power, that, however, did not cause decrease of its useful supply to consumers. Thanks to decreasing of commercial losses, it increased by 5,3 % and was equal to 1 430 mln. kWt/h. 

Thanks to commercial losses decrease program existing in JV since 2005, the last year achieved record rate of commercial losses decrease - 5%, that allowed it to reach level of 2000. However, percent of commercial losses still stays high – 9% of services output. 

Output of thermal energy in 2008 was lower output in 2007 by 3,6 % in connection with favorable weather conditions. Useful output of thermal energy lowered by 3,6 % correspondingly.

Financial result as per total of the year amounted to (-) 56,4 mln. RUR. One of main reasons the index lowered is formed for the last years OJSC “Sakhalinenergo” tariff approval practice lower than inflation. JV electrical power tariff growth for 2008 was set in amount of 7,2%, whereas factual inflation as per totals of the year amounted to 14,1 %. Situation was aggravated by forced increase of costs for repair of worn out Sakhalin GRES equipment and suffered due to strong cyclone power services of Alexandrovsk-Sakhalinskiy and Tymovsk region. 

Finally for the last years OJSC “Sakhalinenergo” managed to acquire dotation from regional budget for compensation of shortfall in JV income in amount of 210 mln. RUR. Acquired funds were spent to reimbursement of losses, connected with unrecorded in tariff regulation increase of prices for fuel and also expenditures unrecorded in setting of regulated tariffs, but acknowledged as economically reasoned on the basis of Federal service order regarding RF tariffs.

2009 year do not assures to be easy, for it, according to expert forecasting, shall become climax in financial economical crisis. OJSC “Sakhalinenergo” task is to apply maximum efforts to avoid severing of situation in the Company in such unfavorable conditions, and we do our best in the direction. 

The primary objective in 2009 is to perform panned investment activities. Minimal investment demand of the power system in 2009 is estimated in 1,8 bln. RUR, wher 1,4 bln. RUR – deficit. Determination of financing deficit covering sources is being performed alongside with administration of Sakhalin region. The results of the work make equipment procuring for CHP-1, 4th power block dependant on it, the beginning of Sakhalin GRES-2 designing and fulfillment of electric services facilities design. The Projects are included in Federal Task Program (FTP) “Social Economical development of Far East and Trans-Baikal till 2013”. Their due realization shall provide completion of FTP and beginning of projects’ financing from federal budget according to the plan - from 2010. 

I hope intensification of negotiations related to gasification of Yuzhno-Sakhalinsk CHP-1 and also principal administration of Sakhalin Region regarding the Project realization shall allow us to come to final decisions in 2009, providing gasification of power facility within mutually acceptable, time, cost and quantity parameters of the Project.   

In general, 2009, in spite of troubles, OJSC “Sakhalinenergo” stuff is intended to continue straight forward movement, observing global task of the Company and strategy of its achievement. And we hope for your support in the matter. 

 

  

Best regards,

General Director

OJSC «Sakhalinenergo» 

Butovskiy I.A.
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Section 2. Company and its place in the power supply field
 

2.1. Company’s history resume. Company’s products and services
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The earliest of 1930s of the 20th century are the period when the Sakhalin power supply system started its formation. The first  320 kW power stations have been constructed on “The Arkovo” and “The Octyabr’sky” mines within the status of "Electrotok" enterprise; the North of the Sakhalin Island has been electrically served by the Оkha “Shkoda” diesel unit of 1450 kW capacity. 

The power supply sources have appeared in the South of the Island in the post-war years. Power stations of small capacity were located in Yuzhno-Sakhalinsk, Korsakov, Holmsk, Nevel’sk, Uglegorsk, Dolinsk, Poronaysk. Power stations of small capacity have been nationalized and passed to the Oblast’ Municipal Utility Services.

In 1940 the central power station with 4 diesel generators, 1000 kW each, was put into operation. By 1945 in the South of the Island there were 24 power stations with total capacity of 118 thousand kW. In 1946 Regional Management on civil affairs of the 20-th Far East Front Military Council established the trust “Sakhalinelectroset” which united the individual network of power stations and some electric lines of settlements in the South of the Island. 

In 1950s of the 20th century in total there were 827 diesel units and electric trains belonged to the enterprises of coal, fish and a petroleum industry. In 1954 the trust has been renamed and became the regional energy department "Sakhalinenergo” which united all electric systems of towns and some power stations of settlements. In November 1965 regional RED "Sakhalinenergo" has been passed into the Ministry of Power and Electrification of the USSR. In 1988 the regional energy department was reorganized into the association. In 1993 the association was reconstructed into Open Joint Stock Company "Sakhalinenergo".

In 1960s of the 20th century the construction of the first train of the Ohka CHP was completed, and in some years - the second one; the CHP has been working and continue to work on gas fuel.

In 1965 the Sakhalin state district power station has produced the first power and this year has become the historic event in the Sakhalin energetic industry. The reliable base of the uniform energy system of Region has become created.

In the beginning of 1970s the construction of the Yuzhno-Sakhalinsk CHP-1 commenced. The first power unit of the Yuzhno-Sakhalinsk CHP-1 was put into operation in December, 1976. And in 1981 the Yuzhno-Sakhalinsk CHP-1 was working in the 115 MW base mode.

With CHP-1 putting into operation the great Sakhalin energetic has opened a new stage of development. By 2000 electric capacity of power stations has reached 630 МW, thermal capacity became 1086 Gkal. There were 77 regional substations of 35 kW voltage have been in operation and about 6000 km of transmission lines of all voltage classes.

In 1950s the center of industrial and economic development of the Island moves to the South. It has caused the raised demand in energy supply. Every enterprise wanted to have the small power installation of its own and there were  827 of such - from a portable engine and installations of Japanese manufactures "NIIGATA" and "Mitsubishi" up to modern ones for  that time - of "MAN", "Merdis-Brash”, "Westinhouse", "Brown-Bovery" and others. The basic power economics has been concentrated at oil, coal, paper, fishing industry enterprises and in the trust "Sakhalinelectroset’” organized in 1946.  There were 37 power stations operated on the Island; 5 electric trains were put into operation, 6 turbine and diesel generators and more than 700 km of power transmission lines. Intra district electric networks were absent in the Sakhalin Region. 

In January 1963 the RSFSR Council of Ministers passed the management of power supply systems from Minkommunkhos to the Ministry of Energetic and Electrification. This event also is considered to become the beginning of the Sakhalin Island energy system formation. The Island uniform system of power supply came to life when  the Sakhalin state district power station turbine generators were put into operation and meanwhile Yuzhno-Sakhalinsk CHP and construction of backbone network of 220 kW Power transmission lines (LEP).

The most intensive development of power supply system began from 1967. At that time - after start-up of Sakhalin state district power station, located in Lermontovka settlement, Poronaysk district (245 kilometers to the north from Yuzhno-Sakhalinsk) - the formation of unified energy system has begun. The plans of construction of the Yuzhno-Sakhalinsk CHP, construction of substations and LEP lines are scheduled.
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Till 1968 there was a strict limitation mode for power supply. After start-up of the Sakhalin state district power station no limits have been made, but have been introduced limit cards. 1972 is remarkable for completion of the construction and put into design capacity the Sakhalin state district power station, cooling system of which uses the sea water.

In 1976 the first turbo generator of the Yuzhno-Sakhalinsk CHP-1 was put into operation, improved the activity on backbone transmission network lines (220 kW). In 1988 the department was reorganized into the Power and Electrification Production Association; and in 1993 after privatization it was reconstructed into Open Joint-Stock Company "Sakhalinenergo".

OJSC “Sakhalinenergo” History

	№
	Foundation date
	Development Phases
	Legal Basis

	1
	16.05.1946 
	Trust «Sakhalinelectroset», Municipal services department of Sakhoblispolkom (Sakhalin Region executive committee)
	Administrative order № 191 dated 16.05.1946, issued by Yuzhno-Sakhalinsk Civil Affairs Authority 

	2
	13.04.1948
	«Sakhalinelectro» trust
	Administrative order № 24-533 dated 13.04.1948 of State Regular Committee of USSR for Council of Ministers   

	3
	26.01.1954
	District Authorities for construction and maintenance of electric power network and “Sakhelectro” substations of Sakhalin Executive Committee and RSFSR Ministry for MKHh (Municipal Service) 
	Sakhalin Executive Committee resolution № 76 dated 26.01.1954

	4
	20.07.1962
	RED «Sakhalinenergo» 
	Sakhalin Executive Committee resolution № 273 dated 09.07.1962, Prescript of Council for National Economy № 150 dated 14.07.1962 

	5
	28.11.1962
	RED «Sakhalinenergo» of RSFSR Ministry of Energy
	Resolution of RSFSR Council of Ministers № 1563 dated 28.11.1962 

	6
	04.1963 – 

10.1965 
	RED «Sakhalinenergo» of USSR Glavvostokenergo Production Committee for Power and Electrification  
	Resolution of RSFSR Council of Ministers № 966 dated 12.04.1963

	7
	10.1965 –  12.1967
	RED «Sakhalinenergo» of USSR Glavvostokenergo of USSR Ministry of Energy 
	Order № 388 dated 04.10.1965 of USSR Ministry of Energy and Electrification 

	8
	01.1968 –  25.09.1988
	RED «Sakhalinenergo» of USSR Glavseverovostokenergo of USSR Ministry of Energy 
	№ 184 dated 28.09.1967 of USSR Ministry of Energy and Electrification 

	9
	26.09.1988
	Sakhalin Production Enterprise of Energy Supply and Electrification “Sakhalinenergo” of RF Ministry of Fuel and Energy 
	№  491-п dated 26.09.1988 of RF Ministry of Fuel and Energy 

	10
	26.06.1993
	Energy and Electrification OJSC  “Sakhalinenergo” 
	Resolution of the Mayor № 1638 dated 05.07.1993 

	11
	1996 to present
	Energy and Electrification OJSC  “Sakhalinenergo
	Resolution of the Mayor 

№ 1638 dated 21.06.1993


 

“Sakhalinenergo” Energy and Electrification Open Joint Stock Company is the Sakhalin Region main electric and thermal power producing, supplying and selling company.  OJSC “Sakhalinenergo” provides centralized power supply for 13 Sakhalin Oblast administrative districts out of all 18 (all, except of the Kurul, the South-Kuril, the North-Kuril, Nogliki and Okha districts) and also for Yuzhno-Sakhalinsk and the Vostok settlement.

Sakhalin power supply system is one out of few systems all over Russia that works independently from “Unified Energy System” of Russia. This fact causes certain difficulties in ensuring its reliable performance. Sakhalin geographical conditions are important factors affecting the operation of power supply facilities: hilly and swampy terrain, heavy fogs and snowfalls, ice accretions and typhoons, earthquakes strong enough to ruin the most powerful equipment. Each year of system’s operation in such heavy conditions (being independent from the UES of Russia) can be taken as two or even three year operation.

Nowadays COMPANY is one of the significant structural elements of Sakhalin Region’s economy. Energy generation makes 12-14% of all Sakhalin and Kuril Islands’ industrial production. COMPANY provides electric power to 13 of Region and 18 Administrative districts, thermal power to Yuzhno-Sakhalinsk, Okha and the Vostok settlement and also steam for industrial consumers.

Two largest power stations – Yuzhno-Sakhalinsk CHP-1 and Sakhalinskaya GRES are also incorporated into COMPANY along with the branch office of “Raspredelitelnye Seti” Company that includes 4 main electrical grids: Southern, Western, Eastern and Central, and “Teplovye Seti” and “Energosbyt” Economically Autonomous Subdivisions.

OJSC “Sakhalinenergo” performs work within "Strategy of Sakhalin region power system development for the period 2007-2015 with prospective till 2020», approved by OJSC RAO “UES Russia" in April 2007 concerning the following:
· Realization of activities allowed by Federal Task Program region “Social Economical development of Far East and Trans-Baikal till 2013”

· Determination of investments attraction mechanism to Sakhalin power system

· FTP off budget financing deficit problem salvation

· Creation of normative generating capacity reserve

· Integration of LNG Plant power capabilities into one power system

· Gasification of Yuzhno-Sakhalinsk CHP-1

· Substitution of withdrawing capabilities of Sakhalinskaya GRES

2.2. Company Organization Structure (including branch offices and affiliates)

 

	Divisions
	Functions

	Executive board
	Company management activities.

	«Raspredelitelnye Seti» branch office
	Electric power grids maintenance, operational management of electric power grids operating procedures, provides power supply of the customers, connected to the electric power network in compliance with the contracts on electric power generation and delivery form the “Sakhalinenergo” generating facilities to end consumers. 

	Economically Autonomous Subdivision 

«Yuzhno-Sakhalinskskaya CHP-1»
	Generation of heat and electric power.

	Economically Autonomous Subdivision 

“Sakhalinskaya GRES”
	Generation of heat and electric power.

	Economically Autonomous Subdivision 

«Teplovye Seti»
	Generation and delivery of heat power. Property complex rented by OJSC “Sakhalin Municipal Service Company” 

	Economically Autonomous Subdivision 

«Energosbyt»
	Sales enterprise, distribution of heat and electricity power in Sakhalin Oblast towns and other settlements.


 

2.3. Information of main types of the Company’s activity

 

In accordance with cl 3.1. art. 3 of the Charter OJSC “Sakhalinenergo”, to have profit the Company has right to realize any types of activity, not prohibited by the Law, including:

· Supply (selling) of electrical and thermal power per set tariffs in accordance with dispatch schedules for electrical and thermal loads;

· Receipt (buying) of electrical and thermal power from wholesale market of electrical power;

· Receipt (buying) of electrical and thermal power from vendors;

· Cogeneration of electrical and thermal power;

· Transfer of electrical and thermal power;

· Dispatch control and maintenance over power saving and power consumption modes;

· Operation of power equipment in compliance with current normative requirements, provision of its due and quality repair, technical re-equipment and reconstruction of power facilities, and development of power system also;

· Operation of power facilities, not enlisted to balance of JV, under the Contracts of the power facilities owners;

· Creation and development of new machinery and technologies providing efficiency, safety and ecological operation of the KV industrial facilities, creation of conditions for electrical complex development in general, realization of scientific-technical and innovation programs,  formation of sector specific R&D funds;

· Services for realization of power to power supply Companies;

· Services for collection of public charges for public services;

· Consulting and other services related to power realization to legal entities;

· Provision of electrical and heating services functioning;

· Operation activity related to electrical services;

· Operation activity related to heating services;

· Engineering surveys for construction of structures and facilities - I & II level of responsibility per State Standard;

· Design of structures and facilities - I & II level of responsibility per State Standard;

· Construction of structures and facilities - I & II level of responsibility per State Standard;

· Transportation of passengers by road transport;

· Transportation of cargo by road transport;

· Transportation of passengers by rail road transport;

· Medical services including sanitary-resort services;

· Development of communication and communication services;

· Education activity;

· Foreign economic activity;

· Oil and oil processed products storing;

· Operation of explosive industrial facilities;

· Operation of fire hazardous industrial facilities;

· Operation and maintenance of Gostekhnadzor facilities;

· Hazardous wastes handling;

· Gas services operation activities;

· Manufacture and repair of measuring devices;

· Security specially in self safety interests within created by the JV Security service, which is guided in its activity by RF Law “On private detective and protective activity in Russian Federation” and Legislation of Russian Federation;

· Arrangement and performance of protective activities regarding preparedness activity, civil defense, emergencies and protection of information related to state secret, in compliance with Legislation of Russian Federation;

· Other types of activity not prohibited under Legislation of Russian Federation.

Main types of OJSC “Sakhalinenergo” activity are production, transfer and selling of electrical power and production of thermal power.

Main generating sources are CHPs – Sakhalinskaya GRES and yuzhno-Sakhalinskaya CHP-1, of total set capacity - 525 MWt. The plants are using coil. 

 

2.4. Review of main events for accounting period influenced the JV development

1. Liquidation of OJSC RAO “UES Russia".

On June 30, 2008, 15 after successful work, due to Russian energetic reform, OJSC RAO “UES Russia" was liquidated.

2. Fareast energy holding OJSC RAO “Fareast Power Systems".

On July 1, 2008, in order to provide succession of Fareast Energy Companies management, OJSC RAO “Fareast Power Systems" was created with Genera director Mr. Blagodyr I.V.

3. Signing of Agreement «On cooperation of Administration of Sakhalin region, OJSC RAO “Fareast Power Systems" and OJSC «Sakhalinenergo» in development of power systems in Sakhalin region and provision of reliable power supply to consumers of Sakhalin region.

On March 25, 2008 cooperation agreement was signed between OJSC RAO “Fareast Power Systems" and OJSC «Sakhalinenergo».

4. Activities, connected with gasification of Sakhalin region energetic facilities. 

Primary direction for major energetics is complete gasification of Yuzhno-Sakhalinsk CHP-1 and construction of gas-type 4th power block at the station. Required volume of gas – upto 700 mln. m3 per year.

In May 2008 Administration of Sakhalin region signed State Contract for development of design documentation for the Project. 

October 2 and 4, 2008 – meeting concerning gasification of Sakhalin region and particularly gasification of Yuzhno-Sakhalins CHP-1 took place. Governor of the region, representatives of Sakhalin region administration, OJSC “Gasprom” and OJSC “Sakhalinenergo” were participants of the meetings. The parties acknowledged the importance of Yuzhno-Sakhalinsk CHP-1, as primary facility of gas supply in South at realization of General scheme and region gasification, transfer to gas. 

5. Beginning of design works for gas pipeline to Yuzhno-Sakhalinsk CHP-1.

OJSC “Gasprom” commenced surveys for construction of gas pipeline bend from "Sakhalin-2” gas pipeline  in Yuzhno-Sakhalinsk area, GDS and inter settlement gas pipeline to CHP-1.

6. Administration of Yuzhno-Sakhalinsk region commenced projecting of 4th power block at Yuzhno-Sakhalinsk CHP-1.

In 2008 Administration of Yuzhno-Sakhalinsk region signed state contract for development of design documentation for the Project. Design works shall be completed by the end of 2009.

7. Administration of Yuzhno-Sakhalinsk region commenced projecting of three major power services Projects, allowed under FTP “Social Economical development of Far East and Trans-Baikal till 2013”.

State contracts are signed with OJSC “Sibirskiy STC” for development of project estimate documentation under the following Projects:

Construction of VL 220 kWt from Tikhaya st. (VL 220 kWt DZ «Makarov-Ilyinsk» to SS «Ilyinskaya»). 

Construction of VL 110 kWt SS «Yuzhnaya» - SS «Korsakovskaya».

Construction of VL 110 kWt SS «Promuzel» - SS «YugoZapadnaya» - SS «Khomutovo-2» and substation 110/35/10 kWt « Khomutovo -2».

8. OJSC «Sakhalinenergo» annual shareholders meeting took place.

OJSC «Sakhalinenergo» shareholders reviewed and approved annual report of the JV per total of 2007 financial year including report of losses and profit, Charter of JV in new redaction; and also chose revision committee and new Directors Board of JV.

Decision was made at shareholders meeting not to pay dividends for common shares of OJSC «Sakhalinenergo» due to JV losses for accounting period in amount of 8 mln. 690K RUR.

9. OJSC «Sakhalinenergo» received passport of winter readiness

JV made overhaul repair of 2 boiler units and 2 turbo generators of stations, equipment of about 50 substations and 495 kilometers of power lines. Moreover, 5th level of cinder disposal area of Sakhalin GRES was completed, thus increasing its life period to 8 years, and also modernized 3rd boiler unit of Yuzhno-Sakhalinsk CHP-1. Passport of readiness to CWA of 2008/2009 - OJSC «Sakhalinenergo» received in time.

10. Disastrous cyclone consequences were mitigated at Sakhalin

In November Sakhalin suffered cyclone event, the most disastrous for the last 20 years. More than of 100 LEP with voltage of 6rWt and higher suffered the event. Power ceased to supply 48 settlements where reside 85K of people. 7 regions were declared emergency. Most of all suffered Aleksandrovsk-Sakhalinskiy and Tymovskiy regions. About 3 weeks OJSC «Sakhalinenergo» in cooperation with local administration, OJSC RAO “Fareast Power Systems" and engaged repair Companies were recovering power supply to consumers. 255 people and 63 units of equipment were engaged in mitigation of cyclone consequences in the Company’s services. December 1 – according to schedule – all consumers were supplied with electric power within the area of OJSC «Sakhalinenergo» responsibility.

11. SEI «Education centre» OJSC «Sakhalinenergo» celebrated jubilee
SEI «Education centre» OJSC «Sakhalinenergo» celebrated its 25th birthday. Today this institution provides education in 170 educational programs.  To consolidate practical knowledge the Centre possesses specialized classes.

General number of specialists «Education centre» still trains for OJSC «Sakhalinenergo», but there are a lot of other enterprises from gas, construction and domestic-municipal spheres amongst the customers.   

2.5. Brief review of the Company key activity markets

 

The share of OJSC “SakhalinEnergo” in the total production of the power resources in the region is as follows:

· The electric power – 76%, 

· The thermal power – 33%.

OJSC “SakhalinEnergo” is a primary power supply company on Sakhalin Island producing the centralize electric power to the Central Energy District (CED) and 14 of 18 administrative districts of Sakhalin region (all of them, except for Kurilskiy, Yuzhno-Kurilskiy and (partially), Noglikskiy districts) and also thermal power supply to OJSC “SSUC” for heating system of Yuzhno-Sakhalinsk, the Vostok settlement and Okha.

OJSC “SakhalinEnergo” is an independent energy system without big power consumers. Generally, the load covers the municipal and domestic household sector (about 50% of the consumers include the population and Municipal Housing Complex). More than 1/3 of the productive electric power supply by JSC “SakhalinEnergo” was provided to the population – 35. The daily load pattern demonstrates clear load peaks. 

The largest share of consumption in Sakhalin region is covered by the southern areas of the island: Yuzhno-Sakhalinsk, Korsakov and Kholmsk municipalities.

Major consumers covering more than 5% оf the total power consumption are not available in Sakhalin region. However, the following consumers are among some large electric power consumers: OJSC  “Sakhalin utility service company”, Bochinskaya apartment operational area, Yuzhno-Sakhalinskaya apartment operational area, Affiliation of the Federal State Unitary Enterprise «Russian TV and Broadcasting network «Radiotechnical transmission center of Sakhalin Region», LLC  “Sakhalinskiy Vodokanal”, Sakhalin Railroad – Affiliation of OJSC  “Russia Railroads”.

Since 2006, the sole consumer of the thermal power of OJSC “SakhalinEnergo” has been OJSC “Sakhalin utility service company” in view of transferring the thermal power business from OJSC “SakhalinEnergo” to OJSC  “SSUC”.

Tariffs for electro and heat energy are annually approved by Regional energetic commission of Sakhalin region.

Structure of useful electric power release

million kW-h
	 
	2006г.
	2007г.
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2008г.

	Electric power
	1 293
	1 358
	1 430

	Industry
	122
	124
	122

	Transport & Communication
	92
	88
	86

	Agriculture
	32
	32
	35

	Federal budget
	90
	98
	99

	Local budget
	72
	75
	68

	Municipal housing complex and  water supply utilities
	209
	208
	202

	Commercial structures
	180
	209
	223

	Other
	79
	79
	86

	Population
	418
	445
	509


 

2.6. Description of the Company’s competitive environment and risk factors

 

In its area of activity OJSC “SakhalinEnergo” is monopolist and guarantee supplier of electric power. Generating capacities being constructed within realization of major oil Projects «Sakhalin-1» и « Sakhalin-2» are not connected with one network of OJSC “SakhalinEnergo” and are using electrical power not for sale but for supply of its own production. That’s why competitors of JV don’t exist. However back side of monopoly position of power system is its isolation. In case of power deficit OJSC “SakhalinEnergo” won’t have possibility to replenish deficit of electric power via its procurement from any vendor (except for OJSC «Noglikskaya CHP»).

 

2.7. Information of main customers (groups of customers) of the Company, work principles with them (customer policy)

 

As of 31.12.2008:

General number of power saving contracts – 5551,

including division to capacity:

· Consumers with associate capacity of 750 kVA and higher - 94 Contracts;

· Consumers with associate capacity of 150 kVA to 750 kVA - 694 Contracts;

· Consumers with associate capacity of 150 kVA - 4763 Contracts.

412 Contract of total number are signed with enterprises, which are financed from all levels of budget (federal, regional, local). One group of consumers power supply Contracts are re-signed annually or each time allowed financial liabilities limits are depleted (on the grounds of application from customer).

Enterprises providing management over multiple dwelling houses are outlined in separate group (management companies, HC, condominiums and enterprises of other managing forms). Individual work is provided for such consumers. Besides, meetings, business meetings including Municipal education administrative level meetings are arranged in the cases, regarding power supply contract signing issues. Constant monitoring over new MC in all districts of region is provided.

 

2.8. Key risk factors, connected with JV activity

 

Possible risks in realization of investment Projects might be the following:

Financial-economical:

· Unavailability of off-market sources of FTP investment Projects financing, RF government doesn’t take decision on correction of FTP.

· Overdue allocation of investment funds from budgets of various levels.

Technical:
· Risk of delay in manufacture and delivery of equipment due to high load of production capacities and deficit of qualified contractual companies for CAW.

· Unavailability of contractual companies in Sakhalin and FEFD.

· Considerable appreciation of construction cost, equipment, transport services during Projects realization.

Administrative:

· Administrative risks connected with long terms or inability to obtain permits and approvals for allocation of land plots for construction and other approvals from state authorities of all levels and intermediate land users.

· Tariff adjustment risks.

Corporate:

· Block of GSM decisions by minor shareholders, required for attraction of investments to Sakhalin power system.

Main problems of power system functioning:

· Isolation of Sakhalin power system and limited number of generating sources, that determines extremely irregular character of electrical power modes of the system, that has negative impact on equipment condition;

· Complex environment-climate conditions, leading to rapid wearing of equipment and additional expenses for repair and recovery of the equipment;

· Physical wearing of main production funds of more than 60 %. 

· Unavailability of required power reserve in power system;

· Load is of domestic-housing character (more than 50 % of consuming – citizens and HPU). Daily schedule of load has obvious climax character.

General problems of financial-economical activity:

· Insufficiency of approved tariff to cover economically reasoned costs of the JV;

· Shortfall in income due to shortage of goods  caused by commercial losses;

· Low pay ability of consumers (mainly, citizens and HPU);

· Increase of loan funds cost рост, decrease of crediting scopes;

· Decrease of power consumption due to world financial crisis;

· Failure to receive budget funds to finance investment projects within FTP «Social Economical development of Far East and Trans-Baikal».

Section 3. Securities and stock capital
 

3.1. Information about issuing the securities by the Company, and the structure of the joint-stock capital

 

Issue 1:
Type of securities: shares (personal)
Category (type) of Securities: common (registered) shares

State Registration Number of the issue of Securities: 61-1п-0181

Date of assigning the State Registration Number to the issue: 15.03.1995

When assigning the State Registration Number, the decision was adopted to cancel the State Registration Number previously assigned, - Previously cancelled State Registration Number: 61-1п-0101, Date of its assigning: 02.11.1993
Date of the state registration of the issue of Securities: 15.03.1995
Agency, which assigned the State Registration Number to the issue of Securities (cancelled previously assigned State Registration Number, State Registration of issue of Securities): Finance Department of Executive Committee of Sakhalin Province Council of People's Deputies.
Nominal value of each Security of the issue: 1 ruble
The number of the placed Securities of the issue: 743 239
The number of marketable Securities (the number of Securities of the issue, which are not redeemed or cancelled): 743 239
Date of assigning the State Registration Number of the issue: 01.01.1999

Issue 2: Additional.
In comparison with previous Issue this one was state registered. Additional issue was performed due to re-estimation of capital assets; distribution was amongst shareholders of the JV proportionate to number shares available at hand.

Type of securities: shares (registered)
Category (type) of Securities: common (registered) shares

State Registration Number of the issue of Securities: 61-1-0186
Date of assigning the State Registration Number to the issue: 27.06.1995
Date of assigning the State Registration Number to the additional issue: 27.06.1995
Agency, which assigned the State Registration Number to the additional issue of Securities (cancelled previously assigned State Registration Number, State Registration of additional issue of Securities): Finance Department of Executive Committee of Sakhalin Province Council of People's Deputies.

Distribution: amongst shareholders
Nominal value of each Security of the issue: 1 ruble
The number of the placed Securities of the additional issue: 293 425 896
The number of marketable additional Securities (the number of additional Securities of the issue, which are not redeemed or cancelled): 293 425 896
Combined issues 1 & 2:
Type of securities: shares (registered)
Category (type) of Securities: common (registered) shares

State Registration Number of the issue of Securities: 1-01-00272-А
Date of assigning the State Registration Number to the issue: 11.11.2003
When assigning the State Registration Number, the decision was adopted to cancel the State Registration Number previously assigned:

Previously cancelled State Registration Number: 61-1п-0181, Date of its assigning: 15.03.1995
Previously cancelled State Registration Number: 61-1п-0186, Date of its assigning: 27.06.1995
Date of the state registration of the issue of Securities: 11.11.2003
Agency, which assigned the State Registration Number to the issue of Securities (cancelled previously assigned State Registration Number, State Registration of issue of Securities): Federal Commission for the Securities Market (FCSM of Russia)
Issue 3: The Issue is deemed to be aborted; its state registration was cancelled due to inability to distribute any of the Securities.

Type of securities: shares (registered)
Category (type) of Securities: common (registered) shares

State Registration Number of the issue of Securities: 1-02-00272-А
Date of assigning the State Registration Number to the issue: 06.12.2007
Date of the State Registration of the issue: 06.12.2007
Agency, which assigned the State Registration Number to the issue of Securities (cancelled previously assigned State Registration Number, State Registration of issue of Securities): Federal Financial Markets Service of Russia
Distribution of additional issue: conversion of securities of the same type with higher nominal cost.
Nominal value of each Security of the issue: 10 rubles
The number of the placed Securities of the issue: 0
The number of marketable Securities: 0
Notification of refusal to state register of the report on securities totals, acknowledge of the issue to be cancelled and cancellation of its registration: №08-ЕК-03/1579 of 04.02.2008
Agency, which cancelled assigned Individual Number of State Registration of previous issue of Securities: Federal Financial Markets Service of Russia
Issue 4:

Category Securities: common shares 

Form of Securities: personal uncertified
Nominal value of each Security of the issue: 10 rubles 

The number of Securities of the issue: 293 425 896
Total amount of the issue: 293 425 896
Issue State Registration information: 

Date of the State Registration: 08.04.2008
Registration Number: 1-03-00272-А
Agency, which assigned the State Registration Number to the issue of Securities: Federal Financial Markets Service of Russia
Distribution: conversion of securities of the same type with higher nominal cost
Period of distribution: conversion in one day 04.05.2008
Current state of the issue: distribution completed
Number of factually distributed Securities in accordance with registered report on issue totals: 293 425 896
Data of state registration of report on issue totals: 

Date of Registration: 05.06.2008
Agency, which performed the State Registration: Federal Financial Markets Service of Russia
Limitation in marketing of Securities of the issue (if there are some): NO
The authorized capital of OJSC “Sakhalinenergo” is 2 941 691 350 RUR, and it is divided into 294 169 135 common (book-entry) shares, 10 rubles nominal value each. Привилегированных акций нет.

As of the end of 2008, the number of the registered persons in the Register of the Company Shareholders was 1 357, including: physical persons – 1 333, legal persons – 24, nominal holders – 4.

 

Dynamics of Stock Capital of OJSC “SakhalinEnergo”

	Holder of Securities
	Share in Authorized Capital (in %) as of:

	
	01.01.2008
	01.01.2009

	OJSC «RAO Vostok Power Systems»
	48,9999
	48,9999

	Other Legal persons
	46,2495
	43,2606

	Physical persons 
	4,7506
	7,7395

	Total:
	100
	100

	Including: Federal property
	-
	-

	Property of the RF entity
	0,0340
	0,0340

	Nominal holders
	77,1788
	77,9267


Graphical representation of Stock Capital
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A list of shareholders holding more than 1% securities

	№
	Type
	Title/Name
	% of the total quantity of shares

	1.
	ND
	Limited Liability Company “Depositary and corporate technologies”
	48,9999

	1.1.
	VL
	OJSC «RAO Vostok Power Systems»
	48,9999

	2
	ND
	Closed Joint-Stock Company “Depositary –Clearing Company”
	28,1108

	2.1.
	VL
	Edderbrech Limited
	13,2563

	3
	VL
	LIMITED LIABILITY COMPANY 

TRUST COMPANY “GARANT-CENTER”
	5,5817

	4
	VL
	Limited Liability Company “IC “Energoinvest”
	6,5405

	5.
	VL
	Ginsburg David Moeseyevich
	3,0058

	6.
	VL
	“Pacific Commercial Regional Bank of Foreign Trade” (OJSC)
	1,6674


OJSC “Sakhalinenergo” has no its own stock on the balance-sheet. 

OJSC “Sakhalinenergo” has its own stock on the balance-sheet of its 100% Affiliate, LLC “IC “EnergoInvest”, in the volume of 0.01% of the authorized capital, i.e. 40,309 shares.

The Company is not expected to repurchase its own stock or purchase/sale securities.

 

3.2. Information of the Company’s security turnover at securities market

 

Securities of the Company don't have turnover in organized securities market.

 

3.3. Current and historical results of selling the Company’s stock

 

The Company’s shares do not circulate on the organized market of securities. All transactions are made on the secondary market. 

The shares of OJSC “Sakhalinenergo” are included in “RTS-board” – the information quotation system established on the Russian stock market “RTS” (secondary market). A list of “RTS-board” includes the Russian securities, which are not allowed to circulate in the Trade System RTS, but which are traded on the secondary market. The quotations in respect to such securities are indicative, i.e. these may be used as a guide to take purchase/sales decisions, and transactions in respect to these securities are not performed through the automated Trade System, but “manually” – by means of personal agreements with a seller, over phone, etc. Transactions in respect to the Company stock on “RTS-board” are performed seldom; the quotations placed in this trading system have errors.

In addition to “RTS-board”, stock purchase and sale takes place on a regular basis – from 1 to 5 transactions per month.

The transactions are performed by the broker’s offices located in Moscow and Vladivostok. From time to time, such buyers-up receive orders for a certain block of shares of some OJSC (“SberBank”, “Rosneft-SMNG”, “Dalsvyaz”, “Sakhalinenergo”). The buyers-up accumulate a block of shares, sell it on margin to the customer, or buy-up the shares considered to be promising (according to their own opinion) for the purpose of further selling. The buyers-up have at their disposal the most exact information on the market cost of OJSC “Sakhalinenergo” stock.

In general, shareholder realizes their security blocks – as physical persons. The bigger the block on hand the higher the price. 27.03.2008 recorded selling of the biggest block - 8 792 419 stocks (3%) of the Company (LLC trust company «Garant-Center» realized securities to Ginsburg David Moiseyevich - 0,30 kopecks per each). 
Only for 12 months of 2008 there were 7 deals related to selling of OJSC “Sakhalinenergo” securities, average price within the stated period per 1 security amounted to 2,1 RUR.

 

3.4. The number and nominal price of the announced but not emitted securities of all types

 

The Company Statute does not define the number, the nominal value and the categories (types) of shares.

 

3.5. Statistical information about the Company shareholders

 

Information about the number of Registered Persons and the number of Securities
	Type of Registered Person
	Category 

Of Registered Person
	Number

Of Holders/Owners
	Number

Of Securities
	% of all Securities

	Owner
	Legal person
	20
	42 165 657
	14,3338

	Owner
	Physical person
	1 333
	22 767 239
	7,7395

	Nominal holder
	Legal person
	4
	229 236 239
	77,9267

	 
	TOTAL:
	1 357
	294 169 135
	100
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	Category 

Of Registered Person
Number

Of Holders
Number

Of Securities
Resident

 

 

1 355

294 166 281

Non resident

 

 

2

2 384

Total

 

 

 1 357

294 169 135
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Section 4. Structure of regulatory bodies and principles of corporate governance
 

4.1. Description of regulatory bodies structure and control of the Company
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General Stockholders Meeting is the Company’s supreme authority.

Any activities of General Shareholders Meeting are governed by RF legislation, Company’s Charter, and Provision about arrangement and conduct of General Stockholders Meeting of Open Joint-Stock Company “Sakhalinenergo”, approved by Annual Stockholders Meeting on 04.06.2003, accessible at the Company’s web site at: www.sahen.elektra.ru 
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Company Board of Directors manages the Company’s general activities, except for solution of questions, related to Federal Law "About Companies Limited by Stock" and Charter to competence of general meeting of shareholders. Any activities of the Board of Directors are governed by the Federal Law “On Companies Limited by Stock”, and other RF legal acts and Provisions, Company Charter and Provision about arrangement and conduct of OJSC “Sakhalinenergo” Board of Directors Meeting, approved by Annual General Shareholders Meeting on 30.05.2005, accessible at the Company’s web site at: www.sahen.elektra.ru 
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Management of Company’s activity is performed by individual executive body – General Director. Company’s General Director is subordinates to General Stockholders Meeting and Company Board of Directors. Rights and responsibilities of General Director concerning management of Company’s activity are determined by legislation of Russian Federation, Charter and labor contract, concluded by him with Company.
 

4.2. Review of General Stockholders Meetings, realized in reporting period and made on them decisions

 

During reporting period on 19.05.2008 Annual General Stockholders Meeting was held according to the results of 2007, where the following decisions were made: 

There were approved Company’s annual report, annual accounts, including profit-and-loss report.

Company’s profits and losses were distributed according to the results of 2007 financial year. According to the results of 2007 a decision not to pay dividends by general stocks of OJSC “Sakhalinenergo” was made.

The following Board of Directors was assigned:

1. Oleg Anatolievich Misevra

2. Isaak Moiseevich Vitenberg

3. Igor’ Alekseevich Butovskiy

4. Yuriy Nikolaevich Zhukov

5. Irina Nikolaevna Tsvetkova

6. Oleg Vladimirovich Evseenkov

7. Sergey Grigorievich Sheredekin

The following Inspection Commission was assigned:

1. Nadezhda Aleksandrovna Faerman

2. Irina Nikolaevna Vasilevskaya

3. Roman Yurievich Sorokin

4. Stanislav Sergeevich Kopt’akov

5. Dmitriy Alekseevich Kartsev

LLC «RSM Top-Audit» was approved in capacity of Company’s Auditor for 2008.

Redrafted company’s Charter was approved.

Redrafted Provision on payment of remunerations and compensations to members of Company’s Inspection Commission was approved.

 

4.3. Company Board of Directors

 

By Annual General Stockholders’ Meeting decision of OJSC “Sakhalienergo” on 25.05.2007 the following Board of Directors was elected:

1. Dmitriy Aleksandrovich Mel’nikov

2. Igor’ Alekseevich Butovkiy

3. Vitaliy Aleksandrovich Nikitin

4. Oleg Anatolievich Misevra

5. Aleksey Viktorovich Isachenko

6. Sergey Grigorievich Sheredekin

7. Isaak Moiseevich Vitenberg

 

The above Board of Directors has been in place until reelected by Annual General Stockholders’ Meeting on 19.05.2008 and replaced with the new members as follows:

1. Yuriy Nikolaevich Zhukov

2. Igor’ Alekseevich Butovkiy

3. Irina Nikolaevna Tsvetkova

4. Oleg Anatolievich Misevra

5. Oleg Vladimirovich Evseenkov

6. Sergey Grigorievich Sheredekin

7. Isaak Moiseevich Vitenberg

Personal Data:

Board of Directors Chairman
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Yuriy

Nikolaevich Zhukov
	Date of Birth: 1964

Citizenship: RF

Education: Higher

Primary Employment: Deputy General Director of procurement, logistics и fuel providing of OJSC «RAO East energy systems» 
Board of Directors joining date: 19.05.2008

Company’s and affiliates shares in possession: none


 

Board of Directors members
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Irina Nikolaevna Tsvetkova
	Date of birth: 1981

Citizenship: RF

Education: Higher
Primary Employment: Senior consultant of LLC «Branan»

Board of Directors joining date: 19.05.2008

Company’s and affiliates shares in possession: none

	[image: image47.png]



Oleg Anatolievich Misevra
	Date of birth: 1967

Citizenship: RF

Education: Higher
Primary Employment: LLC “Sakhalinugol” Management Company”, President »

Board of Directors joining date: 19.05.2008

Company’s and affiliates shares in possession: none
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Oleg

Vladimirovich Evseenkov
	Date of birth: 1977

Citizenship: RF

Education: Higher
Primary Employment: Deputy General Director of economics and finances of OJSC «RAO East energy systems»

Board of Directors joining date: 19.05.2008

Company’s and affiliates shares in possession: none
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Igor’
Alekseevich

Butovskiy
	Date of Birth: 1970

Citizenship: RF

Education: Higher

Primary Employment: OJSC “Sakhalinenergo” General Director

Board of Directors joining date: 19.05.2008

Company’s and affiliates shares in possession: none
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Sergey Grigorievich Sheredekin
	Date of Birth: 1954

Citizenship: RF

Education: Higher

Primary Employment: Sakhalin Oblast vice governor
Board of Directors joining date: 19.05.2008

Company’s and affiliates shares in possession: none
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Isaak Moiseevich Vitenberg
	Date of birth: 1920

Citizenship: RF

Education: Higher
Primary Employment: LLC “IC “Energoinvest”, General Director
Board of Directors joining date: 19.05.2008

Company’s and affiliates shares in possession: none


 

 

4.4. Information about independent directors

 

· Yuriy Nikolaevich Zhukov

· Irina Nikolaevna Tsvetkova

· Oleg Anatolievich Misevra

· Oleg Vladimirovich Evseenkov

· Sergey Grigorievich Sheredekin

· Isaak Moiseevich Vitenberg

4.5. Information about availability and main functions of Directors Board committees and their interaction with Company’s Directors Board

 

Directors Board committees in OJSC «Sakhalinenergo» were not established.

 

4.6. Information about person, holding a post of Company’s individual executive officer (General Director) and members of collegiate executive body (Directors Board) of Company

 

By the decision of Extraordinary General Stockholders Meeting of OJSC “Sakhalinenergo” dated December 14, 2007 in form of absent voting Igor’ Alekseevich Butovskiy was elected as General Director of OJSC “Sakhalinenergo”.

Personal Data:

 

	Igor’
Alekseevich

Butovskiy
	Date of Birth: 1970

Citizenship: RF

Education: Higher

Primary Employment: General Director of OJSC «Sakhalinenergo»
Company’s and affiliates shares in possession: none


 

On the basis of OJSC «Sakhalinenergo» redrafted Charter, taking effect on 07.07.2008, Collegiate executive body of OJSC «Sakhalinenergo» (Directors Board) does not enter Company’s regulatory body list.

 

4.7. Information about accepted by Company rewarding policy of regulatory body members

Payment of remuneration to Directors Board members is made on the basis of Provision on payment of remunerations and compensations to Directors Board members of OJSC “Sakhalinenergo”, approved by Annual General Stockholders Meeting of OJSC «Sakhalinenergo» dated June 17, 2006 in accordance with the following criterion:

Remuneration to Directors Board member for participation in Directors Board meeting (regardless of its form of realization) is paid in amount of threefold sum of minimal monthly tariff rate for first rate worker with regard for indexation, set by field tariff agreement, within a month after Directors Board meeting. 

While making a decision by General Stockholders Meeting about payment of dividends by Company’s general stocks, according to the results of financial year (or according to the results of first quarter/half year/nine months), remuneration is paid to Directors Board member, rate of which is estimated with regard for amount of declared by Company dividends by general stocks and quantity of meetings, in which Directors Board member took part.

The whole text of Provision is possible to look at Company’s web site - www.sahen.elektra.ru.

Besides, expenses, connected with participation in Directors Board meetings, are compensated to Directors Board members.

As of 31.12.2008 remuneration was paid to Directors Board members totaling 1034, 1 thousand rubles. Remained dept is current.

The size of material incentive (remuneration) of OJSC «Sakhalinenergo» General Director is determined in accordance with Provision on material incentives of OJSC «Sakhalinenergo» General Director, approved by Company’s Directors Board on 18.06.2007, protocol № 2.

 

4.8. Information about amount of remuneration (expenses compensation) for a person, holding a post of Company’s individual executive and Company’s Directors Board members, have been paid or is paid according to the results of reporting year

As of 31.12.2008 remuneration was paid to Directors Board members totaling 1034, 1 thousand rubles. Remained dept is current.

4.9. Confirmation of Company’s devotion to the most progressive principles and practice of corporate governance

 

Corporate governance of OJSC «Sakhalinenergo» that is interaction system, which reflects stockholder’s interests, interested parties, and aimed at getting of maximum information about company in accordance with active legislation. 

Understanding the responsibility and giving weight to qualitative corporate governance for successful Company’s business and for achievement of mutual understanding between all interested in Company’s activity parties, OJSC «Sakhalinenergo» strives to follow in its activity principles of conscientious corporate governance, reflected in Corporate Governance Code, approved by FCSM of Russia on April 05, 2002.

Corporate governance in OJSC «Sakhalinenergo» is based on regulatory and legal framework, including regulatory legal acts of Russian Federation, normative documents of holding company – OJSC «RAO East energy systems» and incompany normative and methodic documentation of OJSC «Sakhalinenergo», that provides maximum protection of stockholders and investors from any actions, which can limit them when getting and realization of their rights.

Documents, regulating corporate governance:

· The Charter of OJSC «Sakhalinenergo»

· Provision on Arrangement and Conduct of General Stockholders Meeting of OJSC «Sakhalinenergo»

· Provision on Arrangement and Conduct of Directors Board Meeting of OJSC «Sakhalinenergo»

· Provision on Government of OJSC «Sakhalinenergo».

The whole text of listed documents is possible to look at corporate site: www.sahen.elektra.ru
Transparence and informative openness is provided by:

· Right to be informed about arrangement and conduct  of Company’s General Stockholders Meeting;

· Rights of Stockholders to be informed in full scale about OJSC «Sakhalinenergo» activity, including accounting documents, reports of independent estimators and other documents;

· Timely information disclosure about Company, as well as about its financial status, economic parameters, property and management structure;

· Publication of Annual reports for Stockholders;

· Preparation and delivery to holding company – OJSC «RAO East energy systems» of annual accounts following the results of Company’s financial and economic activities;

· Preparation and delivery to OJSC «RAO East energy systems» of periodic reporting on separate directions of Company’s activity;

· Preparation and delivery or reporting and other information on requests of Company’s Stockholders;

· Participation in conferences, seminars, exhibitions;

For the purpose of operative and qualitative information provision about happened in OJSC «Sakhalinenergo» events for wide groups of Stockholders, investors and partners of the Company, informative corporate site is acting: www.sahen.elektra.ru 

Basic principles of Company’s information disclosure are regularity and efficiency of its provision, availability of such kind of information for the most stockholders and other interested parties, reliability and fullness of its content. 

OJSC «Sakhalinenergo» is governed in its activity by principle of transparence in all its actions and uses the most modern methods of information spreading by means of cooperation and information disclosure in volume and on terms, regulated by RF legal acts and requirements of FMFS of Russia.

Company assumes liability for provision of Company’s stockholders rights and potential investors. Implementation and control arrangement is governed by legislation and provides liability to OJSC «Sakhalinenergo» for:

· Presentation of evidences for register body about transfer of appropriate information to stockholders;

· Publication of such information in "Sovetskiy Sakhalin" Yuzhno-Sakhalinsk newspaper;

· Notification of Federal antimonopoly service (FAS of Russia).

 

Provision of rights for Company’s stockholders and potential investors

Company’s activity is oriented to provision of effective protection of rights and interests of stockholders, just attitude to them, transparence of decision making, professional and ethical responsibility of Directors Board members, other Company’s officials and stockholders, widening of informative openness and development of business ethic standard system. 

Rights of Company’s stockholders and potential investors are provided by:

· Reliable and effective methods of estate registration of stockholders on stocks, maintenance and keeping of Company’s placement owners register was charged to special registrar;

· Possibility of free and quick subtraction of stocks, belonged to stockholders;

· Right of stockholders participation in Company management by means of decision making concerning the most important issues of its activity by voting on General Stockholders Meetings;

· Company’s profit-sharing in the form of dividends;

· Right to make decisions in accordance with established order about the commitment of big deals and deals, in commitment of which there is an interest;

· right for regular and timely getting of full and reliable information about Company in accordance with Articles 90, 91 of Federal Law « On Companies Limited by Stock »;

· subordination of regulatory bodies and Company’s control to stockholders.

 

4.10. Confirmation of recommendations performance of Corporate Governance Code and decrees of FMFS (FCSM) of Russia

 

In development of corporate governance and formation of corporate governance traditions in Russian conditions a special role plays Corporate Governance Code, developed on the basis of general principles, which consider the best Russian and world practice in the area of corporate governance.

Corporate Governance Code was approved in 2001 by Government of Russian Federation and was recommended in 2002 by FCSM of Russia to business companies of all types, in particular open joint-stock companies, for the purpose of Companies management development, provision of rights and lawful interests of stockholders, as well as provision of information disclosure to investors.

Acceptance by OJSC «Sakhalinenergo» recommendations, containing in Corporate Governance Code, requires, first of all, rising of moral and ethical obligations of Company’s management before stockholders.

Ethical norms, along with legislation, form Company’s corporate governance policy, based on consideration of stockholders and Company’s leadership interests. Consolidation of a position in the market of electric power production and profits growing of OJSC «Sakhalinenergo» is impossible without formed Company’s corporate governance policy.

Basic principles of corporate governance, which follow OJSC «Sakhalinenergo»:

· Company observes the norms of active legislation and follows the best world practice in the area of corporate governance;

· Company acts with the purpose of receiving of profit and stocks yield increase;

· Company defines clearly and proclaims its strategy and tasks;

· Information of Company’s prospects, stated objectives, terms and means of their achievement, as well as about possible risks and environmental effects are communicated to stockholders and other interested parties. Such information in the form of quantity indexes and comments is disclosed along with annual report about Company’s activity;

· Company orients to long-term prospects in its activity; 

· Company protects interests of stockholders and guarantees equal attitude to all stockholders;

· Basic decisions concerning Company’s activity are make with the participation of stockholders by means of voting at General Stockholders Meeting;

· A stockholder has a possibility to vote at Meeting personally or with the help of representative;

· General Meeting is held in available for stockholders place, where Company is located;

· Company’s officials attend General Stockholders Meeting. Immediate presence of officials at General Meeting provide getting by stockholders full and reliable information concerning the issues, which are considered at the meeting;

· Company provides a stockholder with information, necessary for realization of voting right at Stockholders Meeting;

· Stocks of one type provide equal rights;

· Company guarantees to a stockholder an execution of voting right on the principle of "one stock - one vote";

· Company respects the interests of minority stockholders;

· There are such mechanisms for protection of minority groups as, for example: cumulative voting, allowing to owners of small blocks of stocks to elect their own representative in Directors Board; Company’s obligation to buy from stockholder belonging to him stocks in case of decision making, on which a stockholder voted "against"; prerogative right of stockholders to acquire stocks of additional issue;

· Company’s activity is clear;

· Functions and competence of each Company’s body are clearly defined and fixed in writing. Company discloses relevant information about its activity.

· Company provides with precise, objective, timely, available information, enough for making better decision;

· Information is provided with the usage of modern electronic communication means (fax, e-mail, Internet), usage of which allows, firstly, to speed up the process of information exchange, secondly, to cheap this process, in comparison, for example, with information transfer per post, that requires material and temporary expenses;

· Company keeps constant close relationship with its stockholders, providing them with all necessary information and documentation;

· Financial audits and inspections by Inspection commission are held in Company; 

· Company’s Directors Board represents the interests of all stockholders and is subordinated to stockholders. Directors Board members act in the interests of the Company. Special requirements are demanded to Directors Board members concerning conscientiousness, rationality, honesty and loyalty.

Company provides environmental protection, labor protection and social protection of its employees.

 

Data of Corporate Governance Code observance

	 

№
	Corporate Governance Code provision
	Observed or not observed
	Note

	General Stockholders Meeting

	1
	Notification of stockholders about realization of General Stockholders Meeting no less than 30 days before the date of its realization, not depending on issues, included in its agenda, if more longer time period was not specified by legislation
	Observed
	Art. 11, it. 11.5. of Charter  

	2
	Presence a possibility of stockholders to get acquainted with list of people, who has a right to participate in general stockholders meeting, starting with notification about realization of general stockholders meeting and to closing of face-to-face general stockholders meeting, but in case of absentee general stockholders meeting – to expiry date of taking of voting bulletins
	Observed
	4.4.5. Provisions about information policy

	3
	Presence a possibility of stockholders to get acquainted with information (materials), are to be presented in preparation for realization of general stockholders meeting, with the help of electronic communication means, including Internet
	Observed
	 Art. 11, it. 11.5. of Charter  

	4
	Presence a possibility of stockholders to bring up an issue in agenda of general stockholders meeting or ask for convocation of general stockholders meeting without extract from stockholders registrar,  if record of his share rights is made in share registry system, but in case, if his share rights are recorded by depo account, – extract from depo account is enough for usage of above mentioned rights
	Observed
	Art. 13, it. 13.1. of Charter

	5
	Availability in Charter or internal documents of joint-stock company of attendance requirements of General Director, Executive Board members, Directors Board members, Inspection commission members and auditors of joint-stock company at general stockholders meeting
	 Observed partially
	IT. 5, it.it.5.1 Provisions about order of preparation and realization of OSM

	6
	Compulsory attendance of candidates in the course of considering questions concerning election of Directors Board members, General Director, Executive Board members, Inspection commission members, as well as questions concerning auditor approval of joint-stock company at general stockholders meeting
	Not observed
	Not provided for Company’s Charter, and Provision about order of preparation and realization of OSM

	7
	Availability in internal documents of joint-stock company of procedure of participants of general stockholders meeting registration.
	 Observed
	Art.3, it.3.1., it.it.3.1.1.-3.1.6 Provisions about order of preparation and realization of OSM

	Directors Board

	8
	Availability in Charter of joint-stock company of authority of Directors Board to approve annually financial and economic plan of joint-stock company
	Observed
	Art.15, it.15.1., it.it. 25 of Charter

	9
	Availability of approved by Directors Board procedure of risks management in joint-stock company 
	Not observed
	 

	10
	Availability in Charter of joint-stock company a right of Directors Board to make decisions about suspension of General Director’s authority, assigned by General Stockholders Meeting
	N/A
	By Company’s Charter election of General Director related to competence of Directors meeting

	11
	Availability in Charter of joint-stock company a right of Directors Board to set requirements for qualification and amount of remuneration of General Director, Executive Board members, heads of basic structural subdivisions of joint-stock company
	Observed partially
	Art.15, it.15.1, it.it.19. of Charter

	12
	Availability in Charter of joint-stock company a right of Directors Board to approve contract terms with General Director and Executive Board members
	Observed
	Art.20, it.20.6 of Charter

	13
	Availability in Charter or internal documents of joint-stock company of the requirements about that while approval of contract terms with General Director (control organization, Director) and Executive Board members the votes of Directors Board members, who are General Director and Executive Board members, are neglected when counting of votes
	Not observed
	 

	14
	Availability in Directors Board of joint-stock company at least 3 independent Directors, meeting the requirements of Corporate Governance Code
	Observed
	 

	15
	Absence of people in Directors Board of joint-stock company, who were confessed guilty in commission of crimes in the area of economic activity or crimes against state authority, interests of state service and service in local authorities or to which administrative penalties were applied for violence of law in the area of entrepreneurial business or in the area of finances, taxes and levies, financial market
	Observed
	 

	16
	Absence of people in Directors Board of joint-stock company, who are participants, General Director (Director), member of regulatory body or employee of entity, competing with joint-stock company
	Observed
	 

	17
	Availability in Charter of joint-stock company the requirement about election of Directors Board by cumulative voting
	Observed
	Art. 10, it.10.8 of Charter

	18
	Availability in internal documents of joint-stock company responsibilities of Directors Board members to hold back from actions, which lead to or potentially can lead to arising of conflict between their interests and interests of joint-stock company, but in case of arising of such conflict – responsibilities to disclose information about this conflict to Directors Board
	Observed
	 

	19
	Availability in internal documents of joint-stock company responsibilities of Directors Board members to notify in writing Directors Board about intension to perform deal with stocks of joint-stock company, Directors Board members of which they are, or its affiliates, as well as disclose information about performed by them deals with such stocks
	Observed partially
	Art.4 Provisions about insider information

 

	20
	Availability in internal documents of joint-stock company the requirement about Directors Board Meeting realization no less than once in six weeks
	Not observed
	Art.18, it.18.2 of Charter (no less 1 time a quarter)

	21
	Realization of Directors Board Meetings of joint-stock company within a year, following which an annual report of joint-stock company is composed, with periodicity no less than once in six weeks
	Not observed
	Art.18, it.18.2 of Charter (no less 1 time a quarter)

	22
	Availability in internal documents of joint-stock company the order of Directors Board Meeting realization
	Observed
	Art.7-8 Provisions about order of convocation and DM meeting realization

	23
	Availability in internal documents of joint-stock company provision about necessity of deals approval by Directors Board of joint-stock company to the amount of 10 and more percent of company’s asset value, excluding deals, performed in the course of usual economic activity
	Not observed
	 

	24
	Availability in internal documents of joint-stock company right of Directors Board Members to receive information from executive bodies and heads of basic structural subdivisions of joint-stock company, which is necessary for performance of its functions, as well as responsibility for not presentation of such information
	Observed
	Art.3, it.3.2. Provisions about order of convocation and DM meeting realization

	25
	Availability of Directors Board Committee of strategic planning or assignation of indicated committee’s functions to another committee (except auditing committee and committee of personnel and remunerations)
	Not observed
	Committee was not established

	26
	Availability of Directors Board committee (auditing committee), which is recommended to Directors Board of auditor of joint-stock company and interests with it and inspection committee of joint-stock company
	Not observed
	Committee was not established

	27
	Availability in content of auditing committee only independent and non-executive directors
	Not observed
	Committee was not established

	28
	Management of auditing committee by independent director
	Not observed
	Committee was not established

	29
	Availability in internal documents of joint-stock company access rights for all members of auditing committee to any kind of documents and information of joint-stock company upon conditions of non-disclosure by them confidential information
	Not observed
	Committee was not established

	30
	Establishing of Directors Board committee (committee of personnel and remunerations), function of which is determination of candidate selection criterion for Directors Board members and policy formulation of joint-stock company in the area of remunerations
	Not observed
	Committee was not established

	31
	Management of committee of personnel and remunerations by independent director
	Not observed
	Committee was not established

	32
	Absence of officials of joint-stock company in committee of personnel and remunerations 
	Not observed
	Committee was not established

	33
	Establishing of Directors Board committee of risks or assignation of indicated committee’s functions to another committee (except auditing committee and committee of personnel and remunerations)
	Not observed
	Committee was not established

	34
	Establishing of Directors Board committee for Provision of corporate conflicts or assignation of indicated committee’s functions to another committee (except auditing committee and committee of personnel and remunerations)
	Not observed
	Committee was not established

	35
	Absence of officials of joint-stock company in committee for Provision of corporate conflicts
	Not observed
	Committee was not established

	36
	Management of committee for Provision of corporate conflicts by independent director
	Not observed
	Committee was not established

	37
	Availability of approved by Directors Board internal documents of joint-stock company, specifying order of formation and work of Directors Board committees
	Not observed
	 

	38
	Availability in Charter of joint-stock company order of Directors Board quorum determination, allowing to provide compulsory participation of independent directors in Directors Board meetings
	Not observed
	 

	Executive bodies

	39
	Availability of collegiate executive body (directors board) of joint-stock company
	Not observed
	Not provided for Charter

	40
	Availability in Charter or internal documents of joint-stock company provision about necessity of approval by Directors Board deals with real estate, receiving of credits by joint-stock Companies, if indicated deals are not referred to big deals and their performance is not referred to usual economic activity of joint-stock company
	Not observed
	 

	41
	Availability in internal documents of joint-stock company procedure of coordination of actions, which are beyond the scope of financial and economic plan of joint-stock company
	Not observed
	 

	42
	Absence of people in Directors Board of joint-stock company, who are participants, General Director (Director), member of regulatory body or employee of entity, competing with joint-stock company
	Observed
	 

	43
	Absence of people in Directors Board of joint-stock company, who were confessed guilty in commission of crimes in the area of economic activity or crimes against state authority, interests of state service and service in local authorities or to which administrative penalties were applied for violence of law in the area of entrepreneurial business or in the area of finances, taxes and levies, financial market. If functions of individual executive body are performed by control organization or director – compliance with requirements of General Director and Directors Board of control organization or Director, demanded to General Director and Executive Board members of joint-stock company
	Observed
	 

	44
	Availability in Charter or internal documents of joint-stock company a prohibition of control organization (Director) to perform similar functions in competing company, as well as be in any other property relations with joint-stock company, besides rendering services to control organization (Director)
	Not observed
	 

	45
	Availability in internal documents of joint-stock company responsibilities of executive bodies to hold back from actions, which lead to or potentially can lead to arising of conflict between their interests and interests of joint-stock company, but in case of arising of such conflict – responsibilities to inform Directors Board about this
	Not observed
	 

	46
	Availability in Charter or internal documents of joint-stock company criterion of selection of control organization (Director)
	Not observed
	 

	47
	Provision to executive bodies of joint-stock company monthly reports about their work to Directors Board
	Not observed
	 

	48
	Determination in contracts, concluded by joint-stock Company with General Director (control organization, Director) and Executive Board members, responsibility for violation of provisions about usage of confidential and insider information
	Observed
	 

	Company’s secretary

	49
	Availability in joint-stock company special official (Company’s secretary), task of which is provision of observance by bodies and officials of joint-stock company procedural requirements, which guarantee realization of rights and legal interests of Company’s stockholders
	Observed
	 

	50
	Availability in Charter or internal documents of joint-stock company order of assignation (election) of Company’s secretary and responsibilities of Company’s secretary
	Observed
	Art.18, it.18.3. of Charter

Art.4. Provisions about order of convocation and DM meeting realization

	51
	Availability in Charter of joint-stock company requirements to candidate of Company’s secretary 
	Not observed
	 

	Essential corporate actions

	52
	Availability in Charterе or internal documents of joint-stock company requirement about approval of big deal before its performance
	Not observed
	 

	53
	Compulsory engaging of independent estimator for evaluation of property market value, which is the subject of big deal
	Observed
	 

	54
	Availability in Charter of joint-stock company prohibition to do actions while acquisition of big blocks of stocks of joint-stock company (absorption), which are directed to interests protection of executive bodies (members of these bodies) and Directors Board members of joint-stock company, and also aggravating the situation of stockholders in comparison with existing (particularly, prohibition to Directors Board before the proposed expiry date of stocks acquisition to make decisions about issue of additional stocks, about issue of shares, converted into stocks, or shares, giving the right to acquire Company’s stocks, even though the right of making such decision was provided to him by Charter)
	Not observed
	 

	55
	Availability in Charter of joint-stock company requirement about compulsory engaging of independent estimator for evaluation of current market value of stocks and possible changes of their market value as a result of absorption
	Not observed
	 

	56
	Absence in Charter of joint-stock company releasing an acquirer of duty to propose stockholders to sell belonging to them usual Company’s stocks (issue securities, converted into usual stocks) while absorption
	Observed
	 

	57
	Availability in Charter or internal documents of joint-stock company requirement about compulsory engaging of independent estimator for determination of correlation of stocks conversion while reorganization
	Not observed
	 

	Information disclosure

	58
	Availability of approved by Directors Board internal document, governing the rules and approaches of joint-stock company for information disclosure (Provision about information policy)
	Observed
	Provision about information policy approved by DM dated 21.09.2005, protocol №5

	59
	Availability in internal documents of joint-stock company requirement about information disclosure of stock placing goals, officials, which are going to acquire placing stocks, including big blocks of stocks, and also about that, if high ranking officials of joint-stock company will participate in acquisition of Company’s placing stocks
	Not observed
	 

	60
	Availability in internal documents of joint-stock company the list of information, documents and materials, which should be provided to stockholders for solving of issues, arising at General Stockholders Meeting
	Observed
	Art.4, it.4.4., it.it.4.4.2. Provisions about information policy

	61
	Availability in joint-stock company web site in Internet and regular information disclosure about joint-stock company on this web site
	Observed
	www.sahen.elektra.ru
 

	62
	Availability in internal documents of joint-stock company requirement of information disclosure about deals of joint-stock company with people, related to high ranking officials of joint-stock company in accordance with Charter, as well as about deals of joint-stock company with organizations, in which directly or indirectly 20 or more percent of Charter capital of joint-stock company belong to high ranking officials of joint-stock or on which such people can otherwise effect significantly
	Observed
	Art.4., it.4.6., it.it.4.6.1. Provisions about information policy

	63
	Availability in internal documents of joint-stock company requirement of information disclosure about all deals, which can effect on stocks market value of joint-stock company
	Observed
	Art. 4, it.4.9. Provision about information policy

	64
	Availability of approved by Directors Board internal document of essential information usage about activity of joint-stock company, stocks and other Company’s shares and deals with them, which is not public and disclosure of which can effect significantly on market value of stocks and other shares of joint-stock company
	Observed
	Provision about insider information approved by DM of 17.10.2005, protocol №7

	Control over financial and economic activity

	65
	Availability of approved by Directors Board of internal control procedures over financial and economic activity of joint-stock company
	Observed
	Provision about Inspection commission approved by GOSM of 13.06.2002, protocol w/n dated 26.06.2002

	66
	Availability of special subdivision of joint-stock company, providing the observance of internal control procedures (supervision and auditing service)
	Observed
	 

	67
	Availability in internal documents of joint-stock company requirement about determination of structure and content of supervision and auditing service of joint-stock company Directors Board
	Not observed
	 

	68
	Absence of people in supervision and auditing service, who were confessed guilty in commission of crimes in the area of economic activity or crimes against state authority, interests of state service and service in local authorities or to which administrative penalties were applied for violence of law in the area of entrepreneurial business or in the area of finances, taxes and levies, financial market
	Observed
	 

	69
	Absence of people in supervision and auditing service, who enter into the composition of executive bodies of joint-stock company, as well as people, who are participants, General Director (Director), members of regulatory bodies or employees of entity, competing with joint-stock Company
	Observed
	 

	70
	Availability in internal documents of joint-stock company date of documents and materials presentation in supervision and auditing service for evaluation of carried out financial and economic operation as well as responsibilities of officials and employees of joint-stock company for their non-presentation in designated date
	Observed
	Art.7, it.7.4. Provision about Inspection commission

	71
	Availability in internal documents of joint-stock company of responsibility of supervision and auditing service to notify about identified violations to auditing committee, but in case of its absence – Directors Board of joint-stock company
	Not observed
	 

	72
	Availability in Charter of joint-stock company of the requirement about preliminary evaluation by supervision and auditing service of practicability of operation commitment, not provided by financial and economic plan of joint-stock company (non-standard operation)
	Not observed
	 

	73
	Availability in internal documents of joint-stock company of approval procedure for non-standard operation with Directors Board
	Not observed
	 

	74
	Availability of approved by Directors Board internal document, defining the order of audit conduct of financial and economic activity of joint-stock company by inspection commission
	Observed
	Art. 7 Provision about Inspection commission

	75
	Evaluation of audit conclusion by auditing committee before its presentation to stockholders on General Stockholders Meeting
	Not observed
	Committee was not established

	Dividends

	76
	Availability of approved by Directors Board internal document, which Directors Board follows when acceptance of recommendations about dividend rate (Provisions about dividend policy)
	Not observed
	 

	77
	Availability in Provision about dividend policy of determination order of minimum share of net profit of joint-stock company, pointed at dividend payout, and conditions, whereby preference dividends are not paid or not paid fully, dividend rate of which is specified in Charter of joint-stock company
	Not observed
	 

	78
	Information publishing about dividend policy in joint-stock company and made changes in periodical edition, provided by Charter of joint-stock company for publishing of notifications about General Stockholders Meeting realization, as well as placement of indicated information on web site of joint-stock company in Internet
	Observed
	 


 

 

4.11. Information about risk management system and procedures of Company’s internal control, as well as performance confirmation of established control procedures

 

Functioning in OJSC «Sakhalinenergo» control system over financial and economic activity is aimed at provision of investors trust to Company and its regulatory bodies. The main goal of such control is protection of stockholders investments and assets of Company.

Continuing body of Company’s internal control is Inspection commission of OJSC «Sakhalinenergo», performing regular control over Company’s financial and economic activity, its separate subdivisions, officials of Company’s regulatory bodies and structural subdivisions of executive apparatus with a view to correspondence to legislation of Russian Federation, Company’s Charter and Company’s internal documents.

Company’s inspection commission is elected for a period to the next Annual General Stockholders Meeting. In case of election of Company’s Inspection commission at extraordinary General Stockholders Meeting, members of Inspection commission are considered to be elected for a period to date of carrying out of Annual General Stockholders Meeting of Company.

Quantitative composition of Company’s inspection commission is 5 (five) people.

According to the decision of Company’s General Stockholders Meeting the authorities of all or individual members of Company’s inspection commission can be terminated prescheduled. 

 

Competence of inspection commission:

· Confirmation of data integrity, containing in annual report, accounting balance sheet, profit-and-loss account of Company;

· Analysis of Company’s financial status, identification of improvement reserves of Company’s financial status and making of recommendations for Company’s regulatory bodies;

· Organization and implementation of inspection of Company’s financial and economic activity, particularly:

· Inspection of financial, accounting, payment and settlement and other Company’s documentation, connected with implementation by Company of financial and economic activity, with a view to its correspondence to legislation of Russian Federation, Charter, internal and other Company’s documents;

· Control over integrity and usage of fixed assets;

· Control over observance of, established order write down to losses of Company, depts of unable to pay debtors;

· Control over expenditure of Company’s monetary assets in accordance with approved business plan and budget of Company;

· Control over formation and usage of reserve and other special Company’s funds;

· Inspection of correctness and timing of dividend charge and payment by Company’s stocks, bond interests charges, incomes by other shares;

· Performance testing of formerly issued orders of violations and disadvantages removal, identified by former inspections;

· Performance of other actions (measures), connected with inspection of Company’s financial and economic activity.

Provision about inspection commission was approved by Annual General Stockholders Meeting of OJSC «Sakhalinenergo» on June 13, 2002. Placed on Company’s web site: www.sahen.elektra.ru
 

Fundamental norms of Provision about inspection commission of OJSC «Sakhalinenergo»:
Inspection commission acts in the interests of Company’s stockholders and is subordinated to Company’s General Stockholders Meeting in its activity.

Main tasks of Company’s inspection commission are:
· Control over Company’s financial and economic activity;

· Supervision over correspondence to legislation of Russian Federation and Company’s Charter of financial and economic operations, committed by Company;

· Realization of independent evaluation of Company’s financial status information.

· Company’s inspection commission in the exercise of their authorities is governed only by requirements of legislation of Russian Federation, Company’s Charter and decisions of General Stockholders Meeting of Company.

· Chairman of inspection commission is elected by members of Company’s inspection commission from the number of majority votes from total number of elected members of Company’s inspection commission.

· Inspection commission’s members can not be the members of Company’s Directors Board at the same time, as well as occupy posts in Company’s regulatory bodies.

· Carrying out of Company’s inspection commission meetings and implementation of inspections of Company’s activity is performed in accordance with approved Annual plan of inspection commission work.

· Company’s inspection commission meetings are carried out for solving of organizational issues of inspection commission activity, and also every time before the beginning of inspection and following of its results.

· Scheduled inspection of Company’s financial and economic activity is carried out in accordance with approved Annual plan of inspection commission work.

· Unscheduled inspection of Company’s financial and economic activity is carried out:
· On the basis of Company’s inspection commission decision;

· On the basis of decision of General Stockholders Meeting, Directors Board of Company;

· On request of stockholders (stockholder) of Company, possessing in total at least 10 (ten) percents of Company’s voting stocks. 

Officials of Company’s regulatory bodies, Directors of separate subdivisions and structural subdivisions of Company’s executive apparatus are obliged to:
· Make checking conditions, which provide effective carrying out of inspection, provide inspection commission with all necessary information and documentation, as well as give on their request (verbal or writing) clarifications and explanations in verbal and writing;

· remove quickly all violations, identified by Inspection commission, including bookkeeping maintenance and making of accounting and other financial records;

· prevent any actions in the course of inspection, aimed at range of issues limitation, which should be clarified in the course of inspection.

Following the results of inspection of Company’s financial and economic activity, Inspection commission makes a conclusion, which is the document of Company’s internal control. One copy of conclusion is for Inspection commission, one is directed to Directors Board and one – Company’s General Director. Company is obliged to keep conclusions of Inspection commission and provide access to them on request of Company’s stockholders.

 

The following people were elected to inspection commission of OJSC «Sakhalinenergo» during Annual General Stockholders Meeting dated 19.05.2008: 
1. Irina Nikolaevna Vasilevskaya

2. Dmitriy Alekseevich Karzev

3. Roman Yurievich Sorokin

4. Stanislav Segeevich Koptyakov

5. Nadezhda Aleksandrovna Faerman

 

Personal data:

	Irina
Nikolaevna Vasilevskaya
	Date of birth: 1961

Citizenship: RF

Education: Higher

Primary Employment: Deputy Chief Accountant of OJSC «Sakhalinenergo»
CC joining date: 19.05.2008

Company’s and affiliates shares in possession: none

	
Dmitriy Alekseevich Karzev
	Date of birth: 1975

Citizenship: RF

Education: Higher

Primary Employment:  Leading expert of Internal audit department of Corporate center of OJSC RAO «UES of Russia» (post is pointed out at election moment)
CC joining date: 19.05.2008

Company’s and affiliates shares in possession: none

	 

 

 

 

 

Roman
Yurievich

Sorokin
	Date of birth: no information

Citizenship: RF

Education: Higher

Primary Employment:  Division Head of Corporate Governance Department and interaction with stockholders of Corporate Center of OJSC RAO «UES of Russia» (post is pointed out at election moment)
CC joining date: 19.05.2008

Company’s and affiliates shares in possession: none

	 

 

 

 

Stanislav

Sergeevich Koptyakov
	Date of birth: 1982

Citizenship: RF

Education: Higher

Primary Employment:  Deputy General Director of corporate management of OJSC «RAO East energy systems»
CC joining date: 19.05.2008

Company’s and affiliates shares in possession: none

	 

 

Nadezhda

Aleksandrovna Faerman
	Год рождения: 1951

Citizenship: RF

Education: Higher

Primary Employment:  Director of economics and tariffs of OJSC «RAO East energy systems»
CC joining date: 19.05.2008

Company’s and affiliates shares in possession: none


 

There were no deals between members of Inspection commission and OJSC «Sakhalinenergo» in 2008.

 

From May 19, 2008 payment of remunerations and compensations for Inspection commission members emitter is performed on the basis of Provision about payment of remunerations and compensations for Inspection commission members of OJSC «Sakhalinenergo» in new revision, approved by protocol of Company’s GOSM dated 19.05.2008.

The whole text of Provision can be seen on Company’s web site: www.sahen.elektra.ru
Payment of remunerations and compensations is performed by Company in monetary form.

Expenditures of Company’s inspection commission member, connected with participation in Company’s inspection commission meeting and carrying out of inspection are compensated, according to active, on the moment of meeting or inspection, norms of travel expenses compensation.

Payment of compensations is performed by Company within three days after documents presentation, confirming incurred expenses.

For participation in inspection of financial and economic activity Company’s inspection commission member gets limp-sum payment at the rate of sum, equivalent to twenty minimal monthly tariff rates of first rate worker, regulated by field tariff agreement in electrical power complex of RF (hereinafter referred as to - Agreement) for a period of inspection with regard to indexation, regulated by Agreement.

Payment of remuneration, indicated in this item, is performed within a week after making a conclusion in accordance with the results of carried out inspection.

The size of remuneration, paid to Representative of Company’s inspection commission in accordance with it.3.1 of this Provision, increases on 50%.

Within 2008 payments to Company’s inspection commission were produced totaling 297,2K rubles.  

For control and evaluation of Company’s business Directors Board and Inspection commission of OJSC «Sakhalinenergo» are provided with proper authorities of performance evaluation by executive bodies and administrative staff, as well as of control realization over implementing of General stockholders meeting decisions.

Issues of control and evaluation of executive bodies’ activity concerning business management in Directors Board work are being priority, as present economic status of Company obliges to devote close attentions to these issues. Besides, Company’s attraction for investors depends on the results of economic activity, as well as stockholders dividend rate.

Deals, in commitment of which interest is and big deals, are got under control of Company’s Directors Board. 

With a view to exclude a possibility of deal effecting in prejudice of Company’s interests and non-admission of benefit to Company’s affiliated people from such deals, the list of deals was defined, decision of which is made only by meeting.  

 

4.12. Information about commitment of deals by Company with interest in accounting period

	Name of indicator
	Reporting period

	Total amount and total volume, expressed in monetary terms, of made deals by emitter within accounting period, in commitment of which an interest was, and which required an approval by authorized emitter regulatory body: 

47 deals to the amount of 119 053 857, 70 rubles. 
	2008

	Amount and volume, expressed in monetary terms, of made deals by emitter within accounting period, in commitment of which an interest was, and which were approved by General participants (stockholders) meeting of emitter: 

none 
	2008

	Amount and volume, expressed in monetary terms, of made deals by emitter within accounting period, in commitment of which an interest was, and which were approved by Directors Board (emitter supervisory board):

47 deals to the amount of 119 053 857, 70 rubles. 
	2008

	Amount and volume, expressed in monetary terms, of made deals by emitter within accounting period, in commitment of which an interest was, and which required an approval, but were not approved by authorized emitter regulatory body:

none
	2008


There were no deals, (groups of interrelated deals), the cost of which composes 5 and more percents of book value of emitter assets, defined according to the information of accounts on the last reporting date before deal commitment, within reporting quarter.

Total volume of deals, expressed in monetary terms, in commitment of which an interest was, made by emitter within the last reporting period - 119 053 857, 70 rubles.

4.13. Information about commitment of big deals by Company within reporting period

 

Big deals were not committed by Company in 2008.

 

4.14. Information about internal audit service

 

Function of Company’s internal audit bears Inspection department of OJSC «Sakhalinenergo», acting on the basis of corresponding Provision, approved by General Director of OJSC «Sakhalinenergo».

Inspection department of OJSC «Sakhalinenergo», subordinated to General Director of OJSC «Sakhalinenergo», is an independent structural subdivision of Company’s executive apparatus, performing internal audit of financial and economic activity of Company and its affiliates on the basis of corresponding organizational and command and control documents with a view to:

· Control over observance by Company, its separate subdivisions and subsidiaries and associates of the company of legislation of RF, Company’s Charter, decisions of regulatory bodies;

· Prevent complications of financial situation, which can lead Company and its subsidiaries and associates of the company to bankruptcy;

· Removal of negative events in the course of financial and economic activity performance in all Company’s separate subdivisions and its SAC;

· Definition and mobilization of internal reserves on reduction of working expenses, productivity enhancement, rational use of financial resources, property of Company and its SAC.

The most important tasks of Inspection department are:

· Audit of organizational Provisions system in separate subdivisions and correspondence to their  active normative acts and Company’s constitutional documents;

· Taking inventory of property, financial obligations and inspections on effective use of material, financial and labor resources, correctness of prices, tariffs changes, observance of calculation cash discipline, performance of production financial plans;

· Integrity expertise of operational, strategic, accounting and tax accounting with a view to integrity and correctness of reflection of all business activities;

· Inspection of contractual and pretension actional discipline.

In accordance with assigned tasks Inspection department develops the programs of carrying out and realizes revision inspections on each audit direction, forms certificates of audit in accordance with results of internal audit, informs Company’s General Director about identified violations and controls their timely removal.

In 2008 Inspection department carried out 7 complex documentary audits of financial and economic activity (from them per 1 audit of each separate subdivision and «Distribution networks» affiliate of OJSC «Sakhalinenergo», 1 audit of OJSC «NDES», 1 audit of NEE «Training center»), and also 3 audits of retail supplier activity, 1 audit of Company’s procurement activity. Besides, 6 target inspections were conducted in separate subdivisions. 

  

4.15. Information about availability of auditing committee in the Company, its role in provision of transparence and complete information disclosure

 

Auditing committee in Company was not established.

 

4.16. Information about reports and conclusions of independent experts about various aspects of Company’s corporate governance and its affiliates

 

Independent experts for preparation of reports and conclusions about different aspects of Company’s corporate governance in 2008 were not engaged.

 

4.17. Information about rating of corporate governance, assigned to Company and its affiliates 

 

Rating of corporate governance was not assigned to rating agents of OJSC «Sakhalinenergo» and its affiliates.

 

4.18. Information about Company’s registrar, and also about transfer-agents of Company’s registrar

 

Company’s registrar: 

Name: 



 
Closed joint-stock company "Reestr А-Plus" 

Location:  

  

50, Kommunisticheskaya Street, Novosibirsk

Tel., fax: 



(383) 218-76-77, 218-76-79

E-mail:  




reap@reap.ru

Operating license according

to register keeping:

License number: 
   

10-000-1-00256 

Date of issue: 



September 17, 2002

Validity: 



without restriction of validity

Body, issued the license: 

FMFS of Russia

Date, from which register keeping of

Emitter shares

Is performed by

indicated registrar: 


02.12.2008
 

On December16, 2008 by OJSC «Sakhalinenergo» an agreement about rendering of transfer-agent services was concluded with Company’s registrar, on the basis of which Transfer-agent point is working in Company.

On issues of changing of requisites of personal accounts in register of OJSC «Sakhalinenergo» stockholders, getting of extracts from the registrar, as well as conduct of other operations in register, stockholders gave a possibility to call on emitter directly at address: 693000, 43, Kommunisticheskiy avenue, Yuzhno-Sakhalinsk, telephone (4242) 78-25-87, off. 318
 

4.19. Reference data of Company’s local normative documents in the area of corporate governance

 

Provision about arrangement and conduct of General stockholders meeting of OJSC «Sakhalinenergo», was approved by Company’s GOSM on 04.06.2003, protocol w/n
· This Provision was developed in accordance with Civil Code of Russian Federation, Federal Law " About Companies Limited by Stock ", other regulatory legal acts of Russian Federation and Charter of OJSC «Sakhalinenergo» (hereinafter referred to as - Company) and defines the order of arrangement and conduct of Company’s General Stockholders Meeting (hereinafter referred to as – General Stockholders Meeting).

· General Stockholders Meeting is superior Company’s regulatory body.

· General Stockholders Meeting is governed by legislation of Russian Federation, Company’s Charter and this Provision in its activity.


Provision about arrangement and conduct of Directors Board meetings of OJSC «Sakhalinenergo», approved by Company’s GOSM on 13.06.2002, protocol w/n dated 26.06.2002.

· This Provision was developed in accordance with Civil Code of Russian Federation, Federal Law "About Companies Limited by Stock", other regulatory legal acts of Russian Federation and Charter of OJSC «Sakhalinenergo» (hereinafter referred to as - Company).

· This Provision is Company’s internal document, defining the order of arrangement and conduct of Directors Board meetings of Company.

· Directors Board is Company’s regulatory body, which manages Company’s activity, controls the implementation of decisions of General stockholders meeting of Company and provision of rights and interests of Company’s stockholders in accordance with the requirements of legislation of Russian Federation.

· Directors Board is governed by Federal Law "About Companies Limited by Stock", other regulatory legal acts of Russian Federation and Company’s Charter and this Provision in its activity. 

Provision about Inspection commission of OJSC «Sakhalinenergo», approved on 13.06.2002, protocol w/n dated 26.06.2002.
· This Provision was developed in accordance with Civil Code of Russian Federation, Federal Law "About Companies Limited by Stock", regulatory legal acts of Russian Federation and Charter of Open joint-stock company of energetic and electrification «Sakhalinenergo» (hereinafter referred to as - Company).

· This Provision defines the order of Company’s Inspection commission activity, regulates the issues of interaction between Company’s inspection commission and Company’s regulatory bodies and its structural subdivisions of Company’s executive apparatus.

· Company’s inspection commission acts in the interests of Company’s stockholders and is subordinated to General Stockholders Meeting in its activity.

· When performance of work Company’s inspection commission does not depend on officials of Company’s regulatory bodies and heads of structural subdivisions of Company’s executive apparatus.

· Company’s inspection commission is governed by legislation of Russian Federation, Company’s Charter, this Provision and other Company’s internal documents, approved by General Stockholders Meeting of Company in its activity.
 

Provision on payment of remuneration and compensation to Directors Board members of OJSC «Sakhalinenergo», approved by Company’s GOSM on 17.06.2002, protocol w/n dated 28.06.2006.
· This Provision was developed in accordance with Federal Law "About Companies Limited by Stock" and specify rates and order of remuneration and compensation payment to Directors Board members of OJSC «Sakhalinenergo» (hereinafter referred to as – Company).

· Effect of this Provision does not extend to Company’s Directors Board member, who is individual Company’s executive body or member of collegiate executive body of Company.

· Remuneration and compensation are not charged and paid to Chairman and Company’s Directors Board members, in relation of whom federal law provides a limitation or prohibition to get any payments from commercial organizations.

· Remuneration and compensation payment is made by Company in monetary form.

 

Provision on payment of remuneration and compensation to Inspection commission members of OJSC «Sakhalinenergo», approved on 19.05.2008, protocol w/n dated 02.06.2009.
· This Provision was developed in accordance with Federal Law "About Companies Limited by Stock" and specifies rates and order of remuneration and compensation payment to Inspection commission members of OJSC «Sakhalinenergo».

· Remuneration and compensation payment is made by Company in monetary form.
 

Provision about insider information of OJSC «Sakhalinenergo», approved by Company’s Directors Board on 17.10.05, protocol №7

· This Provision was developed for the purpose of rights and legal interests protection of stockholders and persons, committing deals with shares of Company and its SAC; provision of Company’s economic safety; control over insider activity on the basis of limitation setting for usage and dispose of insider information; setting of general norms about data protection, состаVLяющих composing Company’s insider information; setting of insider’s periodic reporting order before Company; informing about responsibility measures, applied for violation of requirements, specified by this Provision.

· Individual executive body of Company provides aims achievement of this Provision in SAC by means of development and approval in SAC of corresponding internal documents.

 

Provision about information policy of OJSC «Sakhalinenergo», approved by Company’s Directors Board on 17.10.05, protocol №7
· This Provision about information policy (hereinafter referred to as – Provision) of Open joint-stock company of energetic and electrification of «Sakhalinenergo» (hereinafter referred to as – «Company» or OJSC «Sakhalinenergo») was developed in accordance with legislation of Russian Federation, Corporate Governance Code of FCSM, Charter and Company’s internal documents and international practice of corporate governance.

· This Provision is Company’s internal document, defining the rules and methods of information disclosure, list of information and documents, subject to disclosure to stockholders, as well as potential investors and professional participants of financial market (hereinafter referred to as – interested people), and also setting the order and terms of its presentation.

· Company’s informational policy is directed to the most complete satisfaction of informational needs of stockholders and other interested people in reliable information about Company, its activity and provision of possibility for free and light access to this information.

· In accordance with active legislation Company provides information protection, which is state, official and commercial secret.

· Company’s executive bodies bear the responsibility for completeness and integrity of disclosed information about Company and its activity.
4.20. Company’s information disclosure policy

 

By information disclosure is understood the provision of accessibility to all interested in it people not depending on goals of getting of this information on procedure, guaranteeing its placement and getting. Disclosed information is information, in relation of which the actions of its disclosure were made. 

Information disclosure policy in OJSC «Sakhalinenergo» is regulated by the requirements of legislation of Russian Federation, Company’s Charter, Corporate Governance Code of FCSM and Provision about information policy of OJSC «Sakhalinenergo», approved by Directors Board of OJSC «Sakhalinenergo», protocol № 5 dated September21, 2005.

This Provision is Company’s internal document, defining the rules and methods information disclosure, list of information and documents, subject to disclosure to stockholders, as well as potential investors and professional participants of financial market (hereinafter referred to as – interested people), and also setting the order and terms of its presentation. 

Company’s informational policy is directed to the most complete satisfaction of informational needs of stockholders and other interested people in reliable information about Company, its activity and provision of possibility for free and light access to this information.

In accordance with active legislation Company provides information protection, which is state, official and commercial secret.

Company’s executive bodies bear the responsibility for completeness and integrity of disclosed information about Company and its activity.

Company follows the following principles of corporate information disclosure to interested people:

· Guarantee of completeness and integrity of disclosed information;

· Efficiency of information disclosure about all material facts in its activity;

· Provision of high level information integrity, related, in accordance with internal documents, to state, official and commercial secret;

· Publicity and non-selectivity of information disclosure.

Information disclosure about Company and its activity is made by means of information propagation by following methods:

· Publishing of information in electronic means of mass media.

· Publishing of information in Internet (publication of information in news line of Information agency CJSC «АК&М» and CJSC «INTERFAX»;

· Publishing of information in printing (in "Sovetskiy Sakhalin" Yuzhno-Sakhalinsk newspaper);

· Publishing of information in brochures and booklets.

· Carrying out of press conferences and meetings with stockholders and other interested people.

· Direction of necessary information to stockholders by means of registered mail;

· Carrying out of consultations for stockholders at place of Company’s registration;

· Usage of visual agitation (at place of conduct of collective General Meetings).

Section 5. Operating activity

 
5.1. Types of Company’s operating activity

 

Basic types of OJSC «Sakhalinenergo» activity are production, delivery and sale of electric energy and heat energy production (Article 3 of OJSC «Sakhalinenergo» Charter).

 

5.2. Key Company’s performance indicators

 Electricity production

Electricity production by electric system composed of 2 124, 2 mln. kWh, that 1, 3 % lower than in previous year. Electricity production plan was performed by 100, 1 %. Annual capacity factor on electric system by plan of 46 % composed of 46, 06%.

Electricity production by CHP-1 composed of 1 327, 4 mln. kWh, that 4, 3 % higher than in previous year. Electricity production plan was performed by 103, 8 %. Annual capacity factor by plan of 64, 7 % composed of 67, 2 %.

Electricity production по SGRES composed of 796, 7 mln. kWh, that 9,3 % lower than in previous year. Electricity production plan was performed by 94, 6 %. Annual capacity factor by plan of 31, 97 %, composed of 30, 23%.

Heat supply

Heat supply along electric system composed of 1 712,7K. Gkal, that 3, 6 % lower than in previous year. Heat supply plan was performed by 99, 8 %. 

Heat supply of Yuzhno-Sakhalinsk CHP-1 for 2008 composed of 1674, 3K. Gkal, that 3,7 % lower than in previous year. Heat supply plan was performed by 99, 81 %. 

Heat supply of SGRES for 2008 composed of 38,4K. Gkal, that 0, 5 % lower than in previous year. Heat supply plan was performed by 97, 9 %. 

 

Electrical- and heating energy production per OJSC «Sakhalinenergo» stations

	 
	Electrical energy, mln. kWh 
	Heating energy, K. Gkal 

	
	2007 
	2008
	2007 
	2008

	Yuzhno-Sakhalinsk CHP-1 
	1 272,9
	1 327,4
	1 738,7
	1 674,3

	Sakhalin GRES
	878,3
	796,7
	38,3
	38,4

	TOTAL
	2 151,2
	2 124,2
	1 777,0
	1 712,7


 Auxiliary power consumption.

Specific auxiliary power consumption for 2008 per electric system composed:

· Electricity production 11,3 %, that 0,3 % higher than in previous year and  corresponds to planned figure;

· Heat supply 45, 9 kWh/Gkal, that 0, 2 kWh/Gkal higher than in previous year and 1, 0 kWh/Gkal lower planned figures.

Specific fuel consumption for heat and electric energy supply.

Specific reference fuel consumption for 2008 per electric system composed by:

· Electricity production 447,88 g/kWh, that 0,52 g/kWh higher than in previous year and 2,09 g/kWh lower plan;

· Heat supply 152, 35 kg/Gkal, that higher than in previous year and 0, 52 кг/Gkal lower plan.

Specific reference fuel consumption of energy production (SRFC)

per OJSC «Sakhalinenergo» stations

	 
	SRFC per electric energy production, g/kWh
	SRFC per heat energy supply, kg/Gkal

	Yuzhno-Sakhalinsk CHP-1
	370,85
	150,99

	Sakhalin GRES
	574,90
	211,49

	TOTAL per energy system
	447,88
	152,35


5.3. Production dynamics for the last 3 years

Insignificant increase of electrical consumption was observed in the period of 2004-2007. The major factor of increase was coming of new consumers. So, there were new consumers with overall consumption came in 2006 – 11, 6 mln. kWh, in 2007 – 12, 5 mln. kWh. 

Insignificant decrease of electrical consumption was observed in 2008, which, however, did not lead to decrease of useful supply. 


It is connecter, first of all, with work for reduction of commercial losses. Reduction of commercial losses causes the most effective increase of useful supply, as it does not require increase of production volume and connected with this additional fuel expenses.

 

 

Useful electric supply has steady tendency of growth in the period of 2006-2008. Heat consumption dynamics is unstable within last years.
 

 


Increase of useful supply in 2007 is connected with increase of heating season.

In 2008 reduction of heat consumption composed of 3, 6 % and is determined by more favorable weather conditions and stop of steam supply to consumers because of shutdown of long-distance steam line on request of OJSC «SCC».

In connection with heating business delivery from OJSC «Sakhalinenergo» to OJSC «SCC», heat loss when transportation to final consumer is not considered in heat balance.

Dynamics of main technical-economic indicators

of OP Sakhalin GRES
	Indicator
	Fact
	Plan of 2009

	
	2006
	2007
	2008
	

	Electricity production:

Total, mln. kWh

including:

per heating cycle, mln. kWh

%
	 

950,4

 

11,2

1,2
	 

878,3

 

10,2

1,2
	 

796,7

 

10,3

1,3
	 

861,0

 

10,6

1,2

	Heat supply:

Total, K. Gkal

including:

with hot water, K. Gkal

%

with spent vapor, K. Gkal

%
	 

41,1

 

41,1

100

10,9

26,5
	 

38,3

 

38,3

100

10,0

26,2
	 

38,4

 

38,4

100

9,98

26,0
	 

40,6

 

40,6

100

10,9

26,8

	Power consumption at SN:
	 
	 
	 
	 

	-on electricity production, % 
	13,12
	13,43
	14,20
	13,79

	- on heat supply, kWh/Gkal
	59,56
	59,52
	59,53
	59,45

	Electric supply, mln. kWh
	823,3
	758,1
	681,3
	739,9

	Hours of total capacity used, h:

- electric

- heat 
	 

3168

1668
	 

2928

1510
	 

2656

1529
	 

2870

1583

	Specific fuel consumption:

- on electric energy, g/kWh

- on heat energy, kg/Gkal
	 

571,81

210,16
	 

570,30

211,23
	 

570,30

211,23
	 

571,16

211,29


 

Dynamics of main technical-economic indicators

of OP «Yuzhno-Sakhalinsk CHP-1

	Indicator
	Fact
	Plan of 2009

	
	2006
	2007
	2008
	

	Electricity production:

Total, mln. kWh

including:

per heating cycle, mln. kWh

%
	 

1198,8

 

772,7

64,5
	 

1272,9

 

816,7

64,2
	 

1327,4

 

784,2

59,1
	 

1293,0

 

785,4

60,7

	Heat supply:

Total, K. Gkal

including:

with hot water, K. Gkal

%

with spent vapor, K. Gkal

%
	 

1707,2

 

1607,4

94,2

1646,8

96,5
	 

1738,7

 

1639,6

94,3

1715,2

98,6
	 

1674,3

 

1639,6

94,3

1645,2

98,3
	 

1681,0

 

1592,1

94,7

1648,0

98,0

	Power consumption at SN:
	 
	 
	 
	 

	- on electricity production, % 
	9,95
	9,40
	9,60
	9,75

	- on heat supply, kWh/Gkal
	47,5
	45,39
	45,58
	48,21

	Electric supply, mln. kWh
	998,4
	1074,4
	1123,6
	1085,9

	Hours of total capacity used, h:

- electric

- heat
	 

5328

4961
	 

5657

5150
	 

5899

4940
	 

5747

4964

	Specific fuel consumption:

- on electric energy, g/kWh

- on heat energy, kg/Gkal
	 

363,67

151,25
	 

362,38

150,52
	 

370,85

150,99
	 

374,05

152,02


 

Dynamics of main technical-economic indicators

of OJSC «Sakhalinenergo»
	Indicator
	Fact
	Plan of 2009

	
	2006
	2007
	2008
	

	Electricity production:

Total, mln. kWh

including:

per heating cycle, mln. kWh

%
	 

2149,2

 

783,9

36,5
	 

2151,2

 

826,9

38,4
	 

2124,2

 

794,5

37,4
	 

2154,0

 

796,0

37,0

	Heat supply:

Total, K. Gkal

including:

with hot water, K. Gkal

%

with spent vapor, K. Gkal

%
	 

1748,2

 

1648,5

94,3

1657,7

94,8
	 

1777,0

 

1677,9

94,4

1725,2

97,1
	 

1712,7

 

1677,9

94,4

1725,2

97,1
	 

1721,7

 

1632,7

94,8

1658,9

96,4

	Power consumption at SN:
	 
	 
	 
	 

	- on electricity production, % 
	11,35
	11,04
	11,33
	11,37

	- on heat supply, kWh/Gkal
	47,79
	45,69
	45,90
	48,47

	Electric supply, mln. kWh
	1821,7
	1832,5
	1804,9
	1825,7

	Hours of total capacity used, h:

- electric

- heat
	 

4094

4844
	 

4098

5021
	 

4046

4820
	 

4103

4896

	Specific fuel consumption:

- on electric energy, g/kWh

- on heat energy, kg/Gkal
	 

457,73

152,63
	 

448,40

151,83
	 

447,88

152,35
	 

453,93

153,42


  

5.4. Prospect production indicators for coming year and 3 years perspective

 

Planning of electric consumption for 2009 was made on the basis of monthly statistics of previous five years. 

Production program for 2009 electrical energy output by own stations was provided at the rate of 2 154, 0 mln. kWh and purchased power at the rate of 84, 3 mln. kWh. 

Increase of total output by own stations in 2009 in comparison with expected 2008 was caused by growth of electric consumption to 0,9%. 

Electric power losses in 2009 were planned at the level of 455, 2 mln. kWh. or 24 % from supply into net. Technical electric power losses – 272, 4 mln. kWh, commercial losses – 182, 9 mln. kWh or 9, 65 % from supply into net. 

In comparison with 2008 the growth of electric power losses composed of 0,4 % from supply into net, that, first of all, is connected with reduction of calculations of indoor consumption to population. In 2008 году indoor consumption was calculated in accordance with consumption normative, approved by Decree of Administration of Sakhalin Region № 272-па dated 29.12.06г.  In October 2008 by judgment the Decree was admitted to be contradictory to Federal Law. In connection with this, in 2009 this energy consumption is planned to calculate in accordance with meter readings of general-house regard where they are fixed. 

Heat energy supply in 2009 is planned at a level of 1 721,7K. Gkal, that 0, 5 % higher than in 2008. And useful heat energy supply for OJSC «SCC» will be higher respectively from 1 705,5K. Gkal to 1 714,0K. Gkal.  

Planning of production indicators for 3-years prospect is performed on the basis of Strategy of Island’s energy system development with prospect up to 2020. Dynamics of basic production indicators is shown on diagrams.

 



 

 

  

5.5. Positive examples of production and management activity, which render possible to improve technical-economic indicators of production, equipment handling, production management, transportation, electric and heat energy distribution and sale.

 

In 2008 the following activities were fulfilled for the purpose of improving of technical-economic indicators, work reliability improvement:

1. Concerning Yuzhno-Sakhalinsk CHP-1:

· overhaul maintenance repair of boiler unit st. # 4 (May-June);

· medium repair of boiler unit st. # 1 with changing of VEC 1st. (June-September). Due to the medium repair the efficiency of the boiler gross 1,4 % occurred. At the cost of decline of losses with leaving gases, heat losses with mechanical incompleteness of combustion declined; 

· overhaul repair of boiler unit st. # 5 (September-October) – Reconstruction of  MSS f325х38 with GPP-2, changing of coiled pipe parts  IV st., re-heater with composite joints и and impulse lines (reconstruction and technical retooling). The reconstruction permitted to raise the temperature of over-heated steam to the norm, as it is necessary to limit the temperature of steam in the boiler unit not above 550 оС at the norm 560 оС and not above before completion of separate steam resource of the major steam line before reconstruction according to the decision of Expert-Technical Commission OJSC «Saklhenergo» of 24.12.04 and of 20.01.08;

· maintenance repair of turbine set st. # 2 (June) with cleaning of the  condenser by method of KSPO, technical diagnosis with overhaul-period renewal AST, HDP, SSG-2, D # 1.  Cleaning of the condenser by method of KSPO led to decrease of temperature  drop on 7 оС  (from 19 оС before 12 оС);

· pneumatic cleaning of 2 artesian wells on w/i Krasnoselsriy;

· blow of drain lines on w/i Susuya River;

· acid-washing SSG-2, 4, PB-8,9;

· maintenance repair of turbine set st. # 3  (June-July).In maintenance repair TG-3 included the steam return pipes changing HPC, repair of fault of generator stuffing box bearing,  condenser tube cleaning by method of KSPO. After the repair the suction in vacuum system TG -3  declined from 59 kg/h. до 25 kg/h and improving of vacuum occurred;

· overhaul repair of turbine set st. # 1 (July-September). After the repair the vibrating state of turbine set improved considerably. Temperature drop of the condenser was 10 оС (before repair – 13 оС). Hydraulic friction of the condenser was 7m.wat..stт. and was declined in accordance with the before-repair value on 3 7m.wat..st.  Internal relative efficiency HPC became 78,9 % (before repair  - 72,0 %).

· For optimization of auxiliary power consumption on CHP-1 scheduled repairs were performed and operation conditions of accessory equipment are controlled. Thus, in summer, when steam demand on c/a is less 190 ton/hour, one coal-pulverization system of four operating becomes disconnected in reserve (if the work of c/a on 3 p/s is steady). He operation of MUPs is constantly under control, in order to keep in operation the minimum quantity of pumps under maximum steam demand. Due to the more rational operation of MUPs the power consumption was reduced on MUPs on 0,3 kW/t. of water. 

2. Concerning Sakhalin GRES:

In 2008 for optimization of auxiliary power consumption on SGRES the following works on accessory equipment were executed:

· regular control of ball load SBM;

· optimum utilization of CP (changing of CP-4, in 4 qt. in 2008 operations for changing of CP- 3 begin, the commencement of works for changing of CP-1 were planned on 2009);

· control and removal of suctions  on the tract PP-VZP; VZP-DS;

· reduction of heat supply system injection;

· reduction of suctions in coal-pulverization systems КА;

· decline of losses on the industrial water pipeline, reduction of power consumption on NOS;

· transfer to face seal of turbine condensate pump, except t/a st. # 3;

· mechanism work optimization HVO and pump Goryanka River generally due to active  elimination of steam and condensate losses;

· removal of suctions  on noses of SBM.

Work performed in 2008 showed, that actions taken in repair program were not enough in improving of TEP, thus:

· for increasing of vacuum by means of temperature drop decline, it is necessary to carry out additional cleanings of KSPO by air without closing plugs (to avoid locking of tubes with closing plugs), and also  increasing of tubes cleaning of condensers with cleaning;

· for decline of air inflow on track VZP-DS, appeared due to the corrosive wear of the pollution abatement system, (due to the damage of inwall after cutting-off the water from the system GMS due to  locking of technical water supply collector by marine growth), the issue with science-commissioning organization “Energo-Progress” about commercial proposal of introduction of sump filters in marine execution for industrial (sea water) cleaning on pollution abatement system is negotiated;

· for temperature reduction of exhaust gases the change of VEC one stage on КА-5,6 is planned. To avoid the second case of non-timely delivery MTR (due to the long production of VEC in 2008 for КА-6) the repair schedule of primary equipment on 2009 was corrected (in particular КА-5);

· for reduction of power consumption on CP due to its non-satisfactory condition, in 4 quart. of 2008 changing works of  CP-3 were begun, on 2009 the commencement of changing works of  CP-1 is planned.

In return, the applied method of steam pressure testing of the vacuum system according to the experience of «Berezovskaya SDPP», render possible to decline suctions in the vacuum TG to 12 kg/h.

 

Positive examples of production and management activity, which render possible to improve   financial and economic indicators of the company:

· For the first time of late years OJSC "SakhalinEnergo" is managed to  receive the grant from the Regional Budget for compensation of dropped out incomes of the Society at the rate of 210 mln. RUR Received funds were committed to compensate the expenses, connected with unaccounted under the tax regulation price increase on fuel, and also expenses, unaccounted under state of regulated taxes, but declared as economically sound on the basis of the order of FTS.

· The fulfillment of the investment program and intake of permanent assets on total amount 386,7 mln .RUR (plan excesses on 28 %), which promotes the growth of company capitalization and it is the source of new amortization.

· Decline of commercial losses in comparison with 2007 on 4,9 %, that render possible to increase productive supply on 93,4 mln. kW and receive additional income in account of  224 mln. RUR 

 

The present results were achieved through the fulfillment of decline losses Program. The program includes the following main activities: 

1) Installation of house registration devices in apartment house.

According to  confirmed work concept OJSC «SakhalinEnergo» about installation of house registration devices in clear of  Governmental regulations # 306 «About adoption Regulations of setting and determination of standards public facilities consumption» and # 307 «About confirmation of public facilities provision Regulations» quantity of power, provided apartment house, is determined according to balance accessory of domestic electric power lines of line organization. Premises owners in apartment house and domestic houses owners pay for the quantity of electric energy, bought in resource providing organization, based on registration device indication, installed on the power lines bonder, which are a part of the community property of the premises owners in apartment house.

Installation of house registration devices is orientated on regions with maximum commercial losses. 

In 2008  on account of resources of OJSC «SakhalinEnergo» 251 house registration devices were installed (5,8% of total quantity of apartment houses), as a result of which in 2008 invoices of domestic expense were passed to the citizens according to installed house registration  systems in capacity 1806,8K kW. 

Power use analysis according to house registration devices in more problems concerning commercial losses region community (Makarov) showed the increase on 1/3 of power use in houses after installation of house registration devices.

In 2009 it is planned to spend 15 mln. RUR on lighting of 369 apartment houses, according to the commercial losses decrease (8,5% of total quantity of apartment houses),  involving house registration devices. 

2) Introduction of ASCAPC.

In 20088830 registration devices of ASCAPC system were installed.

Concerning customers, provided with ASCAPC, productive supply increase in 2008 in comparison with ASCAP amounted 16,4 mln. kW, or  21 %. 

ASCAPC system devises realization in 2008 amounted 92 %, this is higher on 0,3 % than ASCAP rates.

Increase of accounts receivable in 2008 in comparison with 2007 amounted 5970 thousand RUR when market products increased on 43690K RUR
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Performed analysis of  power production supply showed the following: monthly average power use of one customer  according to  ASCAPC devises amounted 253  kW,  when it was 216 according to the registration devices of other types (higher on 17 %), which is conditional not only by increasing of accuracy rating of electrical registration devices, but mostly – theft decrease.

The number of household users who have ASCAPC devices amounts 17,6% of total quantity of customers, including 14,7% of customers of improved sector, and 28,0 % of customers of private sector.

3) Introduction of ASCAPC bundled software.

In EAS «Energosbyt» the transfer of departments of EAS «Energosbyt» OJSC «SakhalinEnergo» to the accounting system  with applying of Power Supply Automated Control System which was worked out by LLC «Alfa-Integrator-Infoenergo» (Saint-Petersburg), makes provision of:  

Automatization of engineering system function (power-supply system) and lead market system (provides contract relations observation, including payment for market products and services on energy market); 

provision of full commercial energy accounting, used in receiving points,

full and timely complication of payment for power use,

an opportunity of active reaction for carrying out of tax-dodger cut-off measures, 

data import from data collection system of ASCAPC commercial accounting.

4) Organization of power supply activity, concerning citizens.

For the purpose of optimization of power supply activity, concerning citizens, increase of electric power realization, decline of accounts receivable, improvement in quality of customer support in EAS «Energosbyt»:

ASCAPC system for citizens’ accounts was introduced in all power supply areas, which makes possible to make out invoices for electric power automatically and form different accounting forms, concerning power supply activity. 

Payment delivery system by using of bar-codes was introduced in some towns. It makes possible to post received payment on customer accounts fast and qualitatively.

For the purpose of quick delivery of electric power invoices, a contract for paid services on invoice delivery with contracting organization «Post of Russia» was concluded.

Electronic bank card payment system for heat and electric power through the cash dispensers “Transkredit Bank” and AK SB RF (OJSC) in Yuzhno-Sakhalinsk was introduced for customer comfort and increase of payment receiving points. 

In 2008 the new payment system for electric power, used for lighting and common use premises equipment was introduce. ASCAPC program release was installed on every region, making provision for invoices, taking into account inter-house charge. 

In 2008 the following SDTU activities were fulfilled:

СДТУ power supply of the following energy objects was brought in line with norms – SS Kholmskaya, SS Chekhovskaya,  SS Tomarinskaya SS Ilinskaya, SS Krasnogorskaya, SS Krasnopolskaya, SS Uglrgorskaya.

The fulfillment of this activity increased considerably the reliability of communication channels and tele-control with these objects.  

Alternative communication network was created on the basis of cellular network of operator MTS, for this purpose on each  DP  GSM bridges with telephone set, with memory buttons were installed (for necessary call by pressing one button) and additional packages for record of dispatcher calls on cellular network, and cell phones were given on all necessary objects.

Fulfillment of this activity increased considerably the reliability of energy system communication as a whole, and also manageability of OJSC «SakhalinEnergo», especially in case of natural hazards.

In 2008 the following RPA activities were fulfilled:

Five ОМП devices of the type ИМФ-3Р on strategic VL-110-220 kW were bought, set and activated, which made possible to increase the authenticity of electrical short location. 

Information system for safety process of local instrumental network “START” with remote success with АРМ-relay of CS RPA in on three strategic SS-220 kW was developed and put into operation, which made possible to receive data for failure analysis without operative personnel.

Emergency case digital recorders SHE-1114 – 1un., SHE-2607- un., «AURA»- 2un. were bought and put into operation on SS-220 kW, which makes possible to:

· abandon  application of chemical agents and photographic paper;

· receive information quickly about electric short location on VL-110-220 kW;

· analyze faster and more qualitative the action of RPA devices, estimate the validity of their action.

Section 6. Investment Activity
6.1. Volume and structure of capital investments for reporting year
 

Last year capital investments were made in one industry – power industry.

Structure of capital investments by directions:

power stations – 220162K RUR;

power mains – 178225K RUR;

design and survey works for oncoming construction – 8372K RUR;

other facilities – 17123K RUR

Capital investments structure in 2008
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The disbursement of capital investments made up 423,882K RUR (not including VAT) (117% from plan). Re-equipment and reconstruction program was implemented for the amount of 234,424K RUR, 189,458K RUR for new construction. The disbursement of capital investments in 2008 are shown in the diagram below: 

Capital investments volume in 2008, K RUR
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Capital investments for reconstruction and re-equipment in 2008 with progressive total, K RUR
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Re-equipment and reconstruction program stipulated execution of the following actions:
Reconstruction of dredge hopper of Sakhalin GRES

Reconstruction of external gas ducts of Sakhalin GRES Boiler Unit #2 

Reconstruction of process water supply tank of Sakhalin GRES

Reconstruction of slag pipeline of Sakhalin GRES

Reconstruction of water circulating pump of Sakhalin GRES

Reconstruction of Turbine Generator #4 of Sakhalin GRES

Reconstruction of makeup demineralizer of Sakhalin GRES

Upgrade of Dredging Pump #4 of Sakhalin GRES

Upgrade of high-pressure fittings of Sakhalin GRES

Reconstruction of Boiler Unit #5 of Yuzhno-Sakhalinskaya CHP-1 GPP

Reconstruction of Boiler Unit #1 of YS CHP-1 BKZ 320-140

Reconstruction of chimney stack №1 of YS CHP-1

Reconstruction of makeup water heating unit of YS CHP-1

Reconstruction of HV lines 220 kV D-3



Reconstruction of HV lines 35 kV T-308 “Vostok-Novoye”

Reconstruction of HV lines 0.4-10 kV

Reconstruction of 220 kV outdoor switchgear of Kholmskaya Substation

Upgrade of stick-pedestal insulation and OPN

Reconstruction of 220-110-35 kV outdoor switchgear of Il’inskaya SS

Reconstruction of ice lookout stations

    

Reconstruction of power mains in Y-S

Activities on power losses decrease program for “Raspredelitelniye Seti” Branch Office


Upgrade of “Energosbyt” meters



 

The new construction program stipulated construction of facilities as below:

Construction of 5-th level of Sakhalin GRES ash disposal area

Installation of fire-alarm system at YS CHP-1

Construction of high voltage power line 110 kV, “Yuzhno-Sakhalinskaya” Substation –  “Uzhnaya” Substation

Construction of “Yugo-Zapadnaya” Substation

Construction of 110 kV “Center-2” Substation

Installation of fire alarm system for “Energosbyt”


       

6.2. Data on basic funds of the year

 

For 2008 facilities were put into operation for total amount of 386.6 mln RUR as below:

Reconstruction of dredge hopper of Sakhalin GRES, for 3,1 mln. RUR

Reconstruction of process water supply tank of Sakhalin GRES, for 2,3 mln. RUR

Upgrade of bulldozer Т-330 of Sakhalin GRES, for 1,1 mln. RUR

Reconstruction of external gas ducts of Sakhalin GRES Boiler Unit #2, for 3,2 mln. RUR

Reconstruction of buildings and structures of Sakhalin GRES, for 2,8 mln. RUR

Reconstruction of Turbine Generator #4 of Sakhalin GRES, for 8,5 mln. RUR

Reconstruction of slag pipeline of Sakhalin GRES, for 4,9 mln. RUR

Reconstruction of water circulating pump of Sakhalin GRES, for 9,0 mln. RUR

Construction of 5-th level of Sakhalin GRES ash disposal area, for 81,8 mln. RUR

Upgrade of high-pressure fittings of Sakhalin GRES, ввод 3,9 mln. RUR

Reconstruction of Boiler Unit #5 of Yuzhno-Sakhalinskaya CHP-1 GPP, for 19,6 mln. RUR

Reconstruction of makeup water heating unit of YS CHP-1, for 25,9 mln. RUR

Reconstruction of Boiler Unit #1 of YS CHP-1, for 28,2 mln. RUR

Reconstruction of chimney stack №1 of YS CHP-1, for 8,3 mln. RUR

Reconstruction of external gas ducts of Sakhalin GRES Boiler Unit #2, for 1,5 mln. RUR

Reconstruction of HV lines 0.4-10 kV, for 8,5 mln. RUR

Activities on power losses decrease program, for 11,4 mln. RUR

Reconstruction of HV lines 220 kV D-3, for 2,7 mln. RUR

Reconstruction of Kholmskaya Substation, for 6,6 mln. RUR

Reconstruction of Il’inskaya Substation, for 4,7 mln. RUR

Reconstruction of ice lookout stations, for 2,8 mln. RUR

Reconstruction of power mains in Y-S, ввод 3,5 mln. RUR

Zima Substation, for 6,3 mln. RUR

Upgrade of stick-pedestal insulation and OPN, ввод 2,1 mln. RUR

Installation of fire alarm system for “Energosbyt”, ввод 0,8 mln. RUR

Upgrade of “Energosbyt” meters, ввод 7,2 mln. RUR

Others for 126 mln. RUR (including equipment not requiring installation–26,8 mln. RUR). 
 

6.3. Investments financing sources for reported year

 

Investment program financing was provided from depreciation charges and BS sales and part of investment program objects was financed out of attracted funds of hooked-up consumers. Attraction of hooked-up consumers’ funds is also planned for future. 

 

6.4. Purposes and tasks for investment activity in near-term outlook 

 

The main task is a full realization of all projects of the Company’s investment program, provision of essential level of power system performance and creation of base for secure and uninterruptable work as well as implementation of program aimed at reduction of process and commercial power losses, completion and commissioning of facilities influencing passage of heat deficit period and reduction of non-completed construction volumes.

 

Priority tasks of Sakhalinenergo OJSC for 2009-2013 

(according to Cooperation Agreement between RAO Russian EEU OJSC, Administration of Sakhalin Oblast and Sakhalinenergo OJSC)

	Decription
	Commissioning year
	2009
	2010
	2011
	2012
	2013

	Total for Sakhalinenergo LLC
	 
	1 551.8
	4 051.6
	10 508.5
	11 185.5
	10 187.9

	Construction of Sakhalin GRES-2
	2012 -2013
	80
	1 000
	6 870
	6 870
	7 030

	Sakhalin GRES
	 
	 
	 
	 
	 
	 

	Reconstruction of SGRES equipment
	by year
	40.0
	29.0
	 
	29.0
	 

	Renewal of Turbine Generator instrumentation stock and equipment of boiler unit automatic control system of SGRES 
	by year
	6.5
	6.7
	7.0
	3.5
	4.6

	Upgrade of circulating pumps, SGRES
	by year
	8.3
	8.7
	9.0
	9.4
	 

	Reconstruction of buildings and structures, SGRES
	by year
	11.0
	10.6
	11.8
	12.0
	13.0

	Renewal of vehicle park, SGRES
	by year
	8.0
	4.0
	4.0
	 
	 

	Yuzhno-Sakhalinsk CHP-1
	 
	 
	 
	 
	 
	 

	Transfer of boiler units of Y-S CHP-1 to natural gas combustion
	from 2010 by year
	112
	400
	250
	207
	200

	Construction of Power Unit # 4 of Y-S CHP-1
	2012
	780
	1 720
	1 180
	1 440
	 

	Renewal of Turbine Generator instrumentation stock and equipment of boiler unit automatic control system of Y-S CHP-1
	by year
	5.0
	5.0
	5.0
	5.0
	5.0

	Reconstruction of buildings and structures of Y-S CHP-1
	by year
	11.2
	12.0
	11.9
	13.0
	12.5

	Construction of the 1st map of ash disposal area of CHP-1
	2011 
	 
	100.0
	195.0
	 
	 

	“Rasspredelitel’niye Seti” Branch Office
	 
	489.8
	755.6
	1 964.8
	2 596.6
	2 922.8

	Construction of 110 kV HV lines "Yuzhno-Sakhalinskaya-Yuzhnaya" 
	2009
	34.0
	 
	 
	 
	 

	Construction of 110 kV HV lines "Yuzhnaya-Khomutovo-Korsakovskaya"
	2012
	150.0
	100.0
	282.9
	 
	 

	Construction of 220 kV lines from №74 "Tikhaya" to “Il’inskaya” Substation
	2012
	100.0
	150.0
	288.9
	 
	 

	Construction of power mains in Yuzhno-Sakhalinsk
	by year
	89.0
	92.6
	172.3
	110.3
	 

	Construction of 110 kV HV lines "Promuzel" Substation-"Yugo-Zapadnaya" Substation- "Khomutovo" Substation
	2012
	100.0
	135.0
	267.5
	 
	 

	Construction of 110 kV HV lines "Kholmskaya" Substation-"Nevelskaya" Substation
	2013
	 
	79.6
	397.6
	400.6
	 

	Construction of 110 kV HV lines “Yuzhno-Sakhalinskaya" Substation-"Centre-2" Substation
	2013
	 
	69.6
	115.0
	463.0
	 

	Construction of 110 kV HV lines "Shakhterskaya" Substation -"Boshnyakovo" Substation
	2013
	 
	112.3
	205.0
	541.0
	 

	Construction of 110 kV HV lines "Tymovskaya" Substation - "Aleksandrovskaya" Substation
	2013
	 
	 
	 
	228.8
	440.6

	Construction of 110 kV "Boshnyakovo" Substation
	2013
	 
	 
	 
	134.5
	 

	Reconstruction of 220 kV Substation with replacement of transformers and mounting of ice-heating device
	2012 – 2013
	 
	 
	83.6
	211.0
	753.1

	Reconstruction of 110 kV Substation with replacement of transformers and mounting of ice-heating device
	2012 – 2013
	 
	 
	69.8
	171.7
	638.7

	Activities on power losses decrease program for RSBO
	by year
	3.5
	3.6
	 
	 
	 

	Renewal of instrumentation stock and equipment of boiler unit automatic control system of RSBO
	by year
	1.0
	1.0
	1.0
	1.0
	1.0

	Reconstruction of buildings and structures of RSBO
	by year
	9.0
	9.8
	10.0
	10.1
	11.0

	Renewal of vehicle park of RSBO
	by year
	3.3
	2.1
	2.0
	3.6
	4.5

	Reconstruction of 220 kV HV lines with replacement of wire and supports
	by year
	 
	 
	32.6
	210.0
	705.2

	Reconstruction of 110 kV HV lines with replacement of wire and supports
	by year
	 
	 
	36.6
	111.0
	368.7


 

The above facilities are included in the Cooperation Agreement between RAO Russian EEU OJSC, Administration of Sakhalin Oblast and Sakhalinenergo OJSC for 2008-2013 and FTP “Economical and Social Development of Far East and Trans Baikal ” for 2008-2013. It is financed by the federal budget (18,230 mln. RUR), regional budget (1820 mln. RUR) and extra-budgetary funds (17435.3 mln. RUR – including gasification of CHP-1 which was not included in the Agreement but is subject to implementation according to Report of proceeding at the meeting “About Gasification Program Implementation” with the Governor of Sakhalin Oblast as of April 24, 2008).

  

6.5. Effect achieved from activities implemented within the last 3 years

 

During the last 3 years the amount of capital investments disbursed by Sakhalinenergo OJSC made up 880.7 mln. RUR. Input of main funds made up 881,1 mln. RUR. The actions taken were aimed at improvement of power supply for consumers during heat deficit periods and connection of new consumers.

  

Section 7. Profit distribution and dividend policy
 

7.1. Dividend calculation methods and dividend history
 

The Company has a right to declare dividends upon outstanding shares by results of first 3 months, six months, 10 months of fiscal year and (or) by results of the fiscal year. Decision on declaring dividends by results of first 3 months, six months and 10 months of the fiscal year may be taken for 3 months after the corresponding period is over. 

The Company must pay declared dividends upon shares of each category (type). 

The Company doesn’t have a right to pay declared dividends upon shares:   

· if on the day of payment the Company has some features of failure (bankruptcy) in accordance with Russian Federation legislation on failure (bankruptcy) or if the Company will have mentioned features after dividend distribution; 

· if on the day of payment the Company net asset value is lower than the sum of its nominal capital and reverse capital or it will become lower after dividend distribution;

· in other cases provided by federal laws. 

In case the Company terminates the activity by any reasons, the Company must to pay declared dividends to shareholders.  

The Company shareholders take decision concerning declaring dividends including decision concerning dividend rate and payment mode upon shares of each category (type) on the general shareholders meeting.  

Dividend rate can be larger than rate recommended by the Company Directors Board. 

General meeting authorizes to take a decision on dividend nonpayment upon shares of certain category (type).  

The Company does not authorize to declare dividends upon shares:

· until the Company total nominal capital will be fully paid; 

· until the Company buys out all shares that must be bought in accordance with article 76 Federal law "Joint Stock Company"; 

· if on the day of taking such decision the Company has some features of failure (bankruptcy) in accordance with Russian Federation legislation on failure (bankruptcy) or if the Company will have mentioned features after dividend distribution; 

· if on the day of taking such decision the Company net asset value is lower than the sum of its nominal capital and reverse capital or it will become lower after dividend distribution; 

· in other cases provided by federal laws. 

Dividends are paid out the Company net profit.

General meeting determines dividend payment term but not later than 60 (sixty) days after taking a decision of its payment.

 

7.2. Information on distributed dividends or non-distribution reasons

 

According to the results of 2005 fiscal year the Company return distribution for payment of dividends was approved at the annual General meeting of Sakhalinenergo OJSC shareholders in the amount of 5,512K RUR. The dividends were distributed among the shareholders in full. The dividends were not distributed by results 0f 2006 and 2007 fiscal years according to the decisions made at the General meetings of Sakhalinenergo OJSC shareholders.

 

7.3. Distribution of the net return by trends for the recent three years 

 

The Company has established a Reserve Fund in the amount of 15 (fifteen) per cent of the Company authorized capital.

The amount of the compulsory annual contributions to the Company Reserve Fund is at least 5 (five) of the net return of the Company until the reserve Fund accumulates the amount specified.

The Company Reserve Fund has been established to compensate for the Company’s losses as well as for redemption of the Company’s bonds and purchase of the Company’s stock in case other finances are not available.

The Company Reserve Fund may not be used for targets except for those mentioned above.

The company is entitled to establish other funds in accordance with the requirements of the current laws of the Russian Federation to support the economic and financial activity of the Company. 
The use of the Company’s net return is approved by the meeting of the Company’s shareholders. The size and the purpose of the funds established on the basis of the net return is determined by the Company foundation documents.

According to the voting at the annual shareholder’s meeting of 30.05.2005 on the agenda item “On approving the Company’s annual report, the annual financial statements, including the loss and profit statement as well as the profit distribution (dividends payment included) and losses of the Company as a result of 2005 fiscal year”, the following profit distribution was approved:

· Payment of dividends in the amount of 5,512 thousand RUR,  

· Compensation for the losses of the previous years: 38 168 thousand RUR    

According to the resolution of the annual shareholders’ meeting of 25.05.2007, the Company’s revenues for 2006 were directed to the compensation of the losses in 2007 in the amount of 93 027 thousand RUR.

According to the voting at the annual shareholder’s meeting of 19.05.2008 on the agenda item “On the profit distribution (dividends payment included) and losses of the Company as a result of 2007 fiscal year”, the statement was made that non-distributed losses made up 8,690K RUR for 2007 and dividends would not be paid for common shares for 2007.
 

7.4. Distribution of the return on dividends (per share) in compliance with the resolution of the general shareholders’ meeting for the recent three years 

 

According to the voting at the annual shareholder’s meeting of 17.06.2006 on the agenda item related to the dividends payment for 2005, the resolution was adopted on non-payment of the dividends on common stock for 2005 in the amount of 0.0187383 RUR per a common share of the Company, in cash within 60 days from the date of the resolution of the such payment.

 

According to the resolution of the annual shareholders’ meeting of 25.05.2007 on the agenda item “On the payment of dividends as a result of 2006 fiscal year”, the resolution was adopted on non-payment of dividends for common shares for 2006.

 

According to the resolution of the annual shareholders’ meeting of 19.05.2008 on the agenda item “On the payment of dividends as a result of 2007 fiscal year”, the resolution was adopted on non-payment of dividends on the common stock for 2007.

 

 

Section 8. Company Management’s opinions and analytical conclusions
 

8.1. Analysis of factors contributing to the discrepancy between the expected and actual results
 

The power generation plan for fiscal year was accomplished. Meanwhile, power generation plan for CHP-1 was accomplished by 103.8%. The power generation plan for GRES was accomplished by 94.6%. Redistribution of power generation was made in forced mode due to unsatisfactory condition of SGRES equipment.  

Specific reference fuel consumption for 2008 for electrical supply was 2.09 g/kW-h smaller than planned and 0.52 kg/Gkal smaller than planned for heat supply.

Reduction of fuel equivalent consumption for the electric power supply for entire power system was related to the change in the electric power generation structure, i.e. the power generation share of CHP-1 (a more efficient electric power plant) was expected to be 60.3 % in 2008, but actually it was 62.5 %.

The above redistribution of power generation allowed reducing of all-system value of specific fuel consumption at reduction of performance rate at individual stations. In general, due to change of specific fuel consumption rate at individual stations, fuel costs exceeded plan by 5.5 mln. RUR 

The commercial power losses were 0.4% higher the planned value of power supply into the mains due to withdrawal of internal house power consumption charges for population (losses increased by 5.1 mln. kWh) and losses caused by outstanding state calibration of power meters in a domestic sector (1.9 mln. kWh). A failure to reduce commercial power losses resulted in reduction of commercial output by 4,9 mln. RUR

In general, commercial power output for 2008 was 11 mln. RUR or 0.3% lower than the planned value due to:

Power consumption rate growth (+4,2 mln. RUR);

Change of power rate for all consumer groups (+4,7 mln. RUR);

Non-fulfillment of commercial losses reduction plan (- 4,9 mln. RUR);

Deviation of actual power consumption pattern from the planned one (- 15,1 mln. RUR). 

Heat supply plan was accomplished by 99,76 % due to transfer of CHP-9, 11, 12, 12a and 14 blocks to open pattern and reduction of heating agent temperature to 55 °C as well as disconnection of steam main upon request of SKK OJSC. Effective heat supply amount was reduced accordingly.

Heat power output is 1,7 mln. RUR (0,2%) lower than planned value due to reduction of effective heat supply.

The cost of the electric power and heat power generation was 4,831.6 million RUR for the period reported, which was 69.6 million RUR (1.5 %) in excess of the planned value.

The cost of the electric power generation was 4,053.7 million RUR for the period reported, while the planned value was 3,983.3 million RUR, i.e. the growth was 70.5 million RUR (1.8%).
The cost of the heat power generation was 777.8 million RUR for the period reported, which was 0.9 million RUR (0.1%) lower than the planned value. 

 

The key deviations of the actual costs from the planned values were observed for the following items:

“Production services”: The growth for this item was 3.4 million RUR due to making of additional agreements to contract with Rabochiy-1 LLC.
“Auxiliary materials”:  Generally, the cost growth for this item was 5.4 million RUR or 8.2% due to the growth of expenses on materials and operation (11.3%) including 3.9 mln. RUR for expenditures on purchase of licensed copy of Microsoft software. The growth of POL expenditures by 1.2 mln. RUR including but not limited to disaster management activities and extra POL consumption during joint raids with Energosbyt aimed at reduction of commercial power losses.

“Fuel to be used for process”: Generally, the cost growth in the Company was 20.2 million RUR (1%), including growth caused by change of production rates (1.3 mln. RUR) and fuel price inflation (17.3 mln. RUR). Additional fuel consumption at the amount of 1 mln. RUR was caused by forced startup of diesel generators in Aleksandrovsk-Sakhalinsky district due to cyclone in November of 2008.  

The buildup of labor remuneration fund referred to the cost of production was 34.9 million RUR including rise of labor remuneration by 32.5 mln. RUR for operational staff and 2.4 mln. RUR for maintenance staff against planned value. The main reason of the above is an increase of routine bonuses.

“Charging of Unified Social Tax (UST)”:  The reduction was by 3.5 % or 9.5 million RUR, with the key cause of saving being the reduction of the regression rate in respect to UST from 24.13% (the planned value) to 22.82% (the actual value) in 2008.
Depreciation of fixed assets – reduction by 2.3 mln. RUR was caused by depreciation deductions to SDF due to termination of depreciation period for 4 facilities.

“Repair stock”: The cost growth was equal to 5.7% or 28.1 million RUR. The repair cost growth on a contractual basis was by 25.5 million RUR or 12.1% including the growth of work costs by 15.1% due to cyclone in November which resulted in attraction of third-party personnel for emergency and repair works. Also cost excess was caused by operations carried out at GRES and CHP-1 that were not specified earlier in repair program.

«Taxes and other fees»  - economy of 3,2 mln. RUR or 3,1%. Saving of negative environmental impact fees made up 1.4 mln. RUR recalculated in the 3rd quarter of 2008 as agreed upon with Rostekhnadzor as well as increase of low-ash coal in fuel balance which resulted in total reduction of ash residuals and air emissions. Rental fee saving made up 1.3mln. RUR including saving due to charging of 2006 rates (rate indexation by 8% in 2007 and 10% in 2008 was nat made).

“Purchased power”:  Saving of 1.8 million RUR was attributed to the reduced power consumption in Novikovsky district; purchase of power at high rates (13.095 RUR/kWh) for the mains of OJSC “Sakhalinenergo” from NGPS was reduced.

«Other expenditures» -   the plan was accomplished with minor economy of 1,6 mln. RUR or 0,6%. 

 

As a result of the Company activity in 2008 the actual value of 1 kWh of power supplied to consumer made up 2.83 RUR per kWh which is 1.8% above the planned value due to increase in the actual value by 70.5 mln. RUR in comparison with the planned value.

The value of 1 Gkal made up 456.1 RUR per Gkal compared with the planned value of 455.6 RUR per Gkal. 

The revenue for other activities for 2008 was received in the amount of 351 mln. RUR which is 49 mln. RUR above the planned value. 

The increase in revenue for industrial services in comparison with the planned value was generally stipulated by providing services on technological incorporation and technical capability due to incorporation of Administration of Aniva municipality, RN-Sakhalinmorneftegaz LLC and individual entrepreneurs and physical entities.

The increase in revenue for non-industrial services in comparison with the planned value was 3.5 mln. RUR including dormitory costs and expenditures for sublease of 36 KAMAZ vehicles.

Expenditures for manufacturing and sale of other products for 2008 made up 101.1% from the planned value.

As a result of other activities of the Company in 2008 the revenue in the amount of 134 mln. RUR was achieved in comparison with the planned value of 88 mln. RUR. The financial indicator for other activity has increased by 46 mln. RUR.   

The balance between other income and expenditures for the reported period made up 461 mln. RUR which is 13 mln. RUR or 2.7% lower than the planned value. 

Other income of the Company for the reported period made up 885 mln. RUR which is 47 mln. RUR or 5.6% higher than the planned value.

The growth of other revenues for 2008 in comparison with the planned revenues was caused by the following factors:

According to the RF Government Decree № 481 dated 23.06.01: “On reimbursement (from Federal Budget) of the interest on credits received by organizations of the Fuel and Energy Complex”, the Company received reimbursement of the interest in the amount of 44.7 million RUR from the Federal Budget, which was by 5.6 million RUR in excess of the planned value.

The income buildup due to selling the assets was 5.3 million RUR, which was primarily related to the selling of the Central heating station for 4.3 million RUR.

The environmental fees charged earlier were restored in the amount of 8.3 mln. RUR.  

The equipment was transferred to installation in the amount of 5.9 mln. RUR with the respective increase in other costs. 

The volume of BC turnover with contractors has increased by 29 mln. RUR in comparison with the planned value with the respective increase in other costs.

The decrease in the revenues shall be noted as follows: 

Writing off of creditor indebtedness over 3 years was 2.4 mln. RUR lower than the planned value.

A reserve for the doubtful debts was restored in the amount of 62.3 million RUR which is 11,4 mln. RUR lower than the planned value.

Other expenses for the period reported were equal to 424 million RUR which was in excess of the planned value by 60 million RUR or 16.4 %.
The buildup of other expenses was caused primarily by the following factors:
The debts receivable were written-off in the amount of 25.4 million RUR due to impossibility of debt collection.

Fines, charges and forfeits that were admitted or had a court decision in 2008 made up 12.7 mln. RUR which is 8,4 mln. RUR in excess of the planned value (according to the resolution of the court #102 of FAS of Sakhalin Oblast as of October 23, 2008 an administrative charge in the amount of 8.9 mln. RUR was imposed on Sakhalinenergo OJSC for infringement of interests of Kompas Plus LLC).

The losses of the previous years were accounted in the amount of 11,8 mln. RUR, the major part of which is an added depreciation of SDF equipment for 2007 due to malfunction of accounting software and collection of debt from Sakhalinenergo OJSC for services on transfer of power from Energy Company LLC in 2006 according to the resolution #A59-538/08-C7 of the Arbitration Court of Sakhalin Oblast as of May 08, 2008.

The rescue and repair operations were carried out in the amount of 7.1 mln. RUR as a result of the cyclone that occurred on November 8-9 of the present year in Tymovsky and Aleksandrovsk-Sakhalinsky districts.

In  addition to this, the reduction in costs shall be mentioned as listed below:

The per cent to be paid reduced by 3.5 mln. RUR due to reduction in planned value of newly taken credits and change of credit payment periods.

A reserve for the doubtful debts was established in the amount of 30 million RUR which is 15.6 mln. RUR below the planned value.

According to the summary of production and economic activities the net loss for the reported period made up (-) 56,4 mln. RUR while the planned value was 0 mln. RUR. 

 

8.2. Description of accounting procedures and policy adopted in the Company
 

The financial statements of the Company were made based on the accounting and reporting rules currently acting in the Russian Federation including but not limited to:

· Federal Law #129-FZ “On accounting” as of 21.11.1996; 

· Accounting Regulations: “Company’s accounting policy” PBU 1/98 approved by Order #60n of December 09, 1998 issued by the Ministry of Finance of the Russian Federation   (with the amendments of 30.12.1999);

· Accounting Regulations: “Company’s Financial Statements” PBU 4\99 approved by Order # 43n of the Ministry of the Russian Federation, dated July 06, 1999;

· Accounting & Reporting Regulations in the Russian Federation approved by Order # 34n of the Ministry of Finance dated July 29, 1998;

· Order # 101-А of General Director of OJSC “Sakhalinenergo” dated December 29, 2006: “On approval of Accounting policy for 2007” and other regulatory documents.

The Company does not include its affiliates in the Company’s consolidated financial statements as the value of the assets and liabilities of such affiliates is not significant and does not have considerable impact on the currency of the Company’s balance sheet in case of consolidated accounting.

The accounting policy was approved for 2008 by Order # 395-А of General Director of OJSC “Sakhalinenergo” dated 29.12.2007.

The primary methodology for the accounting policy covers the following issues:

· The fixed assets include the assets used as instruments of labor in the course of production for more than 12 months. The fixed assets were used for the accounting purpose according to their initial cost of purchase. When purchasing the fixed assets, the initial cost of purchase included the actual cost of their acquiring, construction, etc. When acquiring the fixed assets free of charge, their cost was recognized as a market cost as of the date of their capitalization. The initial cost of all fixed assets was depreciated by a linear method. The cost of repair of the fixed assets was included in the production costs as the repairs were performed, in the full amount and for the period reported, when such repairs took place.

· Intangible assets are not available in OJSC “Sakhalinenergo”.

· Assessment of the reserves and estimation of the cost of the tangible assets allocated for the production process was performed according to the actual cost value of every item of the reserves.

· The fuel used for the process needs was accounted according to ‘Methodological instructions on accounting of fuel at fuel & heat power plants”, СПО ОРГРЭС, М., 1997 (RD 34.09.105-96).

· Return on sales was determined:

· For accounting and taxation purposes – as the products were shipped and the settlement documents were provided to the consumers;

· Return on the regular activity types included sales proceeds and revenues from work performance and service rendering, including:

· Revenues from the electric power sales;

· Heat power sales;

· Proceeds from the associated activity types (chemically treated water, non-return of condensate, make-up water, sales of reactive energy, charge for connection, etc.);

· Rental income.

The inventory of the assets and financial commitments was taken as per the current Methodological Instructions of the RF Ministry of Finance dated 13.06.95 № 49 and Order of General Director of OJSC “Sakhalinenergo”. Prior to the Annual Financial Statement, the inventory was taken in accordance with Order #245 as of August 27, 2008 for the tangible assets as of October 01, 2008; for the construction in progress as of November 01, 2008; for the financial commitments as of December 31, 2008.

No business transactions in the foreign currency were performed by the Company.

 

8.3. Analysis of the financial results of the Company activities
 

According to the results of the financial and economic activity of OJSC “Sakhalinenergo” in 2008, the loss was equal to 56.4 million RUR, which was higher than the planned value of 0 million RUR.

The general status of the Company has declined an the financial status of the Company is assessed as ‘critical’ with rate ‘D’ according to Rating Assessment Method.

The main reasons for Company status decline were as follows:

· losses – negative profit ratios;

· surplus of debtor (by 17%) and creditor indebtedness (by 30%) for the year due to low business activity indicators.

 

Analysis of Assets Profile (million RUR)
	Item
	Identifier
	as of 01.01.07 actual
	as of 01.01.08 actual
	as of 01.01.09 actual
	Deviations in 2008 
	Deviations in 2007 - 2008

	
	
	
	
	
	
	

	
	
	
	
	
	abs.
	rel.
	abs.
	rel.

	ASSETS

	I. Current assets

	Monetary assets and their equivalents (page 260)
	ДС
	41,8
	92,2
	170,4
	78,2
	84,8%
	128,6
	307,7%

	Settlements with debtors (page240+page230)
	ДБ
	681,7
	627,5
	736
	108,5
	17,3%
	54,3
	8,0%

	Reserves and other current assets (page210+page220+page251+page253+page270)
	ЗЗ
	278,6
	316,6
	310,2
	-6,4
	-2,0%
	31,6
	11,3%

	Total for Section I
	ТА
	1002,1
	1036,3
	1216,6
	180,3
	17,4%
	214,5
	21,4%

	II. Non-current assets

	Fixed assets (page120)
	ОС
	4083,5
	4143
	4270,8
	127,8
	3,1%
	187,3
	4,6%

	Construction in progress (page130)
	НС
	318,4
	316,3
	352,4
	36,1
	11,4%
	34,0
	10,7%

	Other non-current assets (page110+page140+page150+page148)
	ПВ
	270,6
	202,5
	211,5
	9,0
	4,4%
	-59,1
	-21,8%

	Total for Section II
	ВА
	4672,5
	4661,8
	4834,7
	172,9
	3,7%
	162,2
	3,5%

	Total assets
	БА
	5 674,6
	5 698,1
	6051,3
	353,2
	6,2%
	376,7
	6,6%


Non-current assets of the Company increased by 172.9 million RUR in 2008 due to the facilities put into operation in the amount of 127.8 million RUR, and increase in cost of construction-in-progress by 36.1 million RUR due to the operations carried out at the facilities.

The current assets increased by 180.3 thousand RUR as a result of increase in debtor indebtedness by 108.6 mln. RUR and increase in cash assets on bank accounts by 78,2 mln. RUR 

 

Analysis of Liabilities Profile (million RUR) 

	Item
	Identifier
	as of 01.01.07 actual
	as of 01.01.08 actual
	as of 01.01.09 actual
	Deviations in 2008
	Deviations in 2007 - 2008

	
	
	
	
	
	
	

	
	
	
	
	
	abs.
	rel.
	abs.
	rel.

	LIABILITIES

	I. Called-up capital

	Short-term liabilities (page 690)
	КП
	1223,7
	1239,3
	1434
	194,7
	15,7%
	210,3
	17,2%

	Long-term liabilities (page 590)
	ДП
	839,9
	856,5
	1071,4
	214,9
	25,1%
	231,5
	27,6%

	Total for Section I
	ПК
	2063,6
	2095,8
	2505,4
	409,6
	19,5%
	441,8
	21,4%

	II. Owned capital

	Equity capital 
(page 410)
	УК
	294,2
	294,2
	2941,7
	2647,5
	899,9%
	2647,5
	899,9%

	Funds and reserves, net (page 490-page 410)
	ФР
	3316,8
	3308,1
	604,2
	-2703,9
	-81,7%
	-2712,6
	-81,8%

	Total for Section II
	СК
	3611
	3602,3
	3545,9
	-56,4
	-1,6%
	-65,1
	-1,8%

	Total liabilities
	БП
	5 674,6
	5 698,1
	6051,3
	353,2
	6,2%
	376,7
	6,6%


The value of the liabilities as of 01.01.09:

Called-up capital: 2,504.4 million RUR or 41.4% of the total balance (increased by 409.7 million RUR as compared to the value early in the year). The growth of short-term liabilities was caused by the growth of the credits liable to redemption in more than 12 months in the amount of 204.5 million RUR and by the growth of the credits liable to redemption before vendors and contractors within a year in the amount of 211.1 million RUR (BC – 150 mln. RUR) while the amount of credits liable to redemption within a year reduced by 7.8 million RUR.
Owned capital: 3,545.9 million RUR or 58.6% of the total balance. The loss of the Company in the amount of 56.4 million RUR as per the results of the Company activity by the end of 2008 contributed to the reduction of the owned capital.

According to the results of the reported year (Form #2, Report on Profit and Losses, p. 190) the Company has received losses in the amount of 56,353K RUR including but not limited to loss sales losses in the amount of 500,271K RUR; the profit from other activities made up 461,106K RUR. Before-tax losses (Form #2, Report on Profit and Losses, p. 140) made up 39,165K RUR. Grand total amount is 6,051,313K RUR. The following indicators have influenced the amount of losses:

· profit tax in the amount of 14,296K RUR and increase in other similar payments in the amount of 1,775K RUR;

· increase in margin between business and fiscal accounting by 1,117K RUR specified in Form #2 according to PBU 18/02 “Procedure for Accounting of Profit Tax”.

The losses of the Company specified in line 190 of Form #2, Report on Profit and Losses was formed in compliance with the requirements of Procedure for Business Accounting PBU 18/02 “Procedure for Accounting of Profit Tax” approved by the Order #114n of the RF Ministry of Finance as of November 19, 2002. During creation of tax base a reserve for doubtful debts was formed for reduction of tax base for fiscal accounting.

 

8.4. Analysis of the Company’s Financial Status

Analysis of Form 2 (for shipment) (million RUR)
	Description
	Line Code
	2006
	2007
	2008
	Discrepancy

	
	
	
	
	
	2008-2006
	2007 – 2008

	Revenues (net) from sale of goods, products, works, services (less Value Added Tax, Excises and similar compulsory payments)
	10
	3 743,6
	4 225,2
	4 547,7
	804,1
	322,5

	Electric power to internal consumers
	11
	2736,4
	3073,8
	3427,7
	691,3
	353,9

	Heat power
	13
	719,9
	755
	769,3
	49,4
	14,3

	Other
	015+016
	287,3
	396,4
	350,7
	63,4
	-45,7

	Cost of sale of goods, products, works, services
	20
	3881,2
	4339,2
	5048,2
	1167
	709

	Electric power to internal consumers
	21
	3054,2
	3436
	4053,7
	999,5
	617,7

	Heat power
	23
	647,6
	696,7
	777,9
	130,3
	81,2

	Other
	025+026
	179,4
	206,5
	216,6
	37,2
	10,1

	Gross profit (010-020)
	29
	-137,7
	-114,1
	-500,5
	-362,8
	-386,4

	Including electric power
	011-021
	-317,8
	-362,2
	-626
	-308,2
	-263,8

	Heat power
	013-023
	72,3
	58,3
	-8,6
	-80,9
	-66,9

	Other
	015+016-025-026
	107,9
	189,9
	134,1
	26,2
	-55,8

	Commercial expenses
	30
	 
	 
	 
	0
	0

	Sales profit (loss) (lines (010-020-030-040))
	50
	-137,7
	-114,1
	-500,5
	-362,8
	-386,4

	Other revenues
	060+080+090
	668,9
	617
	884,7
	215,8
	267,7

	Other expenses
	070+100
	568,2
	451,4
	423,6
	-144,6
	-27,8

	Balance of other revenues and expenses
	 
	100,7
	165,6
	461,1
	360,4
	295,5

	Before-tax profit (loss) (lines (050+060-070+080+090-100))
	140
	-37,0
	51,5
	-39,2
	-2,2
	-90,7

	Profit tax and other compulsory payments
	150
	130
	-60,3
	-17,2
	-147,2
	43,1

	Net profit (undistributed profit (loss) for the period reported (lines (160+170-180-185))
	190
	93,0
	-8,8
	-56,4
	-149,4
	-47,6


The actual revenues from sale of the electric power, heat power and other sales were equal to 100,8 % of the planned amount, which is 481,6 mln more than those for the similar period of the last year. The actual cost value was by 71,9 mln. RUR higher than the planned cost value.
The financial result for 2008 was also influenced by:
· losses in the amount of 626 million RUR in relation to sales of the electric power;

· losses in the amount of 8.6 million RUR in relation to sales of the heat power;

· profit in the amount of 130 million RUR in relation to sales of the commercial services;

· profit in the amount of 4.1 million RUR in relation to sales of the non-industrial services.
According to the results achieved in 2000, the losses of OJSC «SakhalinEnergo» amounted to 56.4 million RUR, while the planned value was 0 million RUR.

 

Structure and Trends of the Company Net Assets

The Structure of the Company Assets

	Description
	Balance-sheet line code
	As of 01.01.2007
	Structure as of 01.01.2007
	As of 01.01.2008
	Structure as of 01.01.2008
	As of 01.01.2009
	Structure as of 01.01.2009

	I Assets

	1. Intangible assets
	110
	0
	0,0%
	0
	0,0%
	0
	0,0%

	2. Fixed assets
	120
	4083534
	72,0%
	4142973
	72,7%
	4270815
	70,6%

	3. Unfinished construction
	130
	318436
	5,6%
	316283
	5,6%
	352359
	5,8%

	4. Income-yielding investments to tangible assets
	135
	0
	0,0%
	0
	0,0%
	0
	0,0%

	5. Long-term and short-term financial investments
	140 + 250
	182920
	3,2%
	150775
	2,6%
	150775
	2,5%

	6. Other non-current assets
	150 + 148
	87573
	1,5%
	51827
	0,9%
	60735
	1,0%

	7. Reserves
	210
	259235
	4,6%
	281286
	4,9%
	269390
	4,5%

	8. VAT on assets acquired
	220
	19368
	0,3%
	15262
	0,3%
	10820
	0,2%

	9. Debts receivable
	230 + 240
	681716
	12,0%
	627496
	11,0%
	736005
	12,2%

	10. Monetary funds
	260
	41810
	0,7%
	92212
	1,6%
	170414
	2,8%

	11. Short-term financial investments
	250
	 
	 
	20000
	 
	30000
	0,5%

	12. Other current assets
	270
	0
	0,0%
	0
	0,0%
	0
	0,0%

	13 Total sheets taken for accounting (the sum of the items 1 - 12)
	 
	5674592
	100,0%
	5698114
	100,0%
	6051313
	100,0%

	II Liabilities

	

	13. Long-term loan and credit liabilities
	510
	758400
	36,9%
	791569
	37,9%
	996321
	39,8%

	14. Other long-term liabilities 
	520 + 515
	81560
	4,0%
	64958
	3,1%
	75099
	3,0%

	15. Short-term loan and credit liabilities
	610
	412765
	20,1%
	539325
	25,8%
	531378
	21,2%

	16. Debts payable
	620
	801283
	39,0%
	690430
	33,1%
	901377
	36,0%

	17. Income payment debts to participants (founders)
	630
	765
	0,0%
	759
	0,0%
	758
	0,0%

	18. Reserves for oncoming expenses
	650
	0
	0,0%
	0
	0,0%
	0
	0,0%

	19. Other short-term liabilities 
	660
	0
	0,0%
	0
	0,0%
	0
	0,0%

	20. Total liabilities taken for accounting (the sum of the items 13 - 19)
	 
	2054773
	100,0%
	2087041
	100,0%
	2504933
	100,0%

	21. The cost of the Company’s net assets (total assets taken for accounting (line 12) minus total liabilities taken for accounting (line 20))
	 
	3619819
	 
	3611073
	 
	3546380
	 


  

8.5. Analysis of the Company liquidity and the sources of additional financing for the current and long-term activity
 

Currently, OJSC “Sakhalinenergo” employs the financial status monitoring system according to the Rating Assessment Procedure developed by RAO “Unified Energy System of Russia”, which is based on the express-analysis using the financial ratio system.

	The system of Indicators for assessment of the financial and economical activity of JSC "Sakhalinenergo"

	Sakhalinenergo OJSC
	Estimation formula
	As of 01.01.07
	As of 01.01.08
	changes in 2007
	As of 01.01.09
	Changes in 2008

	
	
	12 months
	12 months
	Abs.
	Rel.
	12 months
	Abs.
	Rel.

	Assessment of liquidity

	Current liquidity ratio
	Current assets  /                                                   short-term liabilities
	0,810
	0,830
	0,071
	9,6%
	0,837
	0,020
	2,5%

	Quick liquidity ratio
	Current assets less reserves  /                                                   short-term liabilities
	0,596
	0,601
	0,071
	13,5%
	0,653
	0,006
	0,9%

	Assessment of financial stability

	Self-regulation factor
	Capital and reserves /                                                            balance sheet total
	0,636
	0,632
	0,038
	6,3%
	0,586
	-0,004
	-0,7%

	Assessment of business activity

	Return on assets
	Proceeds from sales/                                                             average cost of fixed assets
	0,917
	1,020
	0,035
	4,0%
	1,065
	0,103
	11,2%

	Turnover ratio for short-term receivables
	Sales proceeds/                                                              receivables average
	5,234
	5,885
	0,957
	22,4%
	6,670
	0,651
	12,4%

	Turnover of short-term receivables (days)
	Receivables average*period /                                                      Sales proceeds
	68,78
	61,17
	-15,401
	-18,3%
	53,97
	-7,614
	-11,1%

	Turnover of short-term payables (days)
	Payables average * period /                                                      cost of sales
	124
	100
	-69,576
	-35,9%
	95
	-24,299
	-19,6%

	Turnover ratio for short-term payables
	Cost of sales/ payables average
	2,901
	3,608
	1,042
	56,1%
	3,789
	0,707
	24,4%

	Assessment of profitability

	Return on sales
	Sales profit  /                                           sales proceeds
	-3,7%
	-2,7%
	-4,32%
	 
	-11,0%
	0,98%
	 

	Return on total assets (ROТA)
	Before-tax profit/ assets total
	-0,7%
	0,9%
	-1,45%
	 
	-0,6%
	1,56%
	 

	Return on equity (ROE)
	net profit /                                                                    equity average
	2,6%
	-0,2%
	1,34%
	 
	-1,6%
	-2,82%
	 


  

Dynamics of Liquidity Ratios in 2007-2008
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A favorable dynamics of the liquidity ratios is observed for 2007 – 2008. The values of these ratios demonstrate that the Company’s short-term financial liabilities corresponded to the Company’s own short-terms assets. 

 

Dynamics of Financial Stability Ratios in 2007-2008
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By the end of 2008, more than 58.6% assets were collected on the basis of the own sources of financing, while the normative value was 59%. Such lower value is attributed to the increased dependency of the Company from the borrowed assets. 

 

Dynamics of Short-term Receivables Turnover in 2007-2008
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The growth of the short-term receivables turnover and the reduction of the turnover duration (in days) was a good result of the Company’s activity achieved by the reduction of the amount of the average short-term receivables as compared to that in the previous time periods. 

 

Dynamics of Short-term Payables Turnover in 2007-2008
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The growth of the short-term payables turnover and the reduction of the turnover duration (in days) was a good result of the Company’s activity achieved by the reduction of the amount of the average short-term payables as compared to that in the previous time periods.

 

Dynamics of Profitability Indices in 2007- 2008
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The return on sales and the return on equity (ROE) were the negative values in 2008, which is related to the negative values of the sales profit and the net profit in 2008. 

  

8.6. Risk management system
 

8.6.1. Industry-related risks

 

Company performance under the conditions of state regulation of electric and heat power rates.

Unlimited rise of prices for Vendors’ and Contractors’ products.

Sakhalinenergo OJSC acting under the conditions of rate regulation lacks an availability of adequate reaction to inflation processes and is forced to decrease imputed costs in order not to excess limits stipulated by rate and in case of depletion of cost saving reserves it is forced to increase payables straining relationships with partners and aggravating financial status of the Company. During the next regulation period the situation is getting worse since the actual costs of the previous period are taken for accounting the amount of which does not meet current demands of the Company.
 

8.6.2. Country risks and regional risks

 

Occurrence of force-majeure circumstances due to the Issuer’s location in the area with force 8 seismic activity.

Adverse climate conditions.

Up to 15 cyclones, up to 5 typhoons, earthquakes, wind loads (up to 35 m/sec) and icing are annually registered on the island which lead to accelerated wearing of equipment and extra expenditures for repair and reconditioning of equipment.

The management of the above risks is provided under the Company’s property insurance program. 

 

Detachment of power system and no technological connections with RAO “Unified Energy System of Russia”.

The detachment of Sakhalin power system and a limited number of power generation sources determines the performance modes of the power system. The daily load schedule is extremely irregular (irregularity ratio is within 0.5 – 0.7 limits depending on season) with explicit maximum loads in the evening which shows a predomination of municipal and domestic consumption. In view of the above the number of startups at Sakhalin GRES annually reaches 552 which is 9 times higher than the startups of similar equipment at electric power stations of RAO “Unified Energy System of Russia”. With standard amount of 900, the number of turbine startups is 1242 to 2745. It leads to accelerated wearing of main equipment of Sakhalin GRES.

 

Low capacity of local coal producers, undeveloped transportation system, differentiated fuel shipment patterns, their low capacity and dependency on weather conditions. 

Fuel costs take up to 50% of prime power cost. Undeveloped transportation system complicates the shipment of fuel to power system facilities, especially during heat-deficit period, and leads to a risk of non-fulfillment of fuel shipment schedules. 

 

Lack of large power consumers and predomination of municipal and domestic consumption.

Negative population growth dynamics of Sakhalin oblast.

Low paying capacity of the population. The share of population with low income remains high in Sakhalin oblast. 

Reduction of power consumption by industrial and commercial consumers under the world financial crisis conditions.

 

External factors of efficient power supply decrease under the world financial crisis conditions as follows:

Reduction of power consumption by the companies of Sakhalin oblast due to decrease of demand for manufactured products, worsening of payment discipline of municipal housing economies before Sakhalinenergo OJSC and bankruptcy of the companies due to losses.

The support of the companies by the Administration of Sakhalin oblast and the Government of the Russian Federation, assurances to municipal housing economies from the Administration of Sakhalin oblast and support of population employment are required for overcoming of the above difficulties.

 

8.6.3. Technological risks.

 

Technical condition of power stations and electrical mains equipment.

Unsatisfactory technical condition of Sakhalin GRES does not allow to bear a load of more than 215 MW. Rapid failures of accessory equipment motors are observed due to long operation period. High wear rate of buildings and structures and their non-compliance with current seismic requirements.

The total operating time of turbines of Y-S CHP-1 reaches 73.3% of the equipment stock life. 
Currently, 30% of 220 kV HV lines and 12% of 110 kV HV lines reached their standard operating time, 50% of 220 kV transformers and 63% of 110 kV transformers have exceeded 25-year operating time. 220-110 kV power system does not meet current security requirements since mechanical characteristics of the major part of HV lines do not meet actual ice and wind loads of the island; ice protection of HV lines was not provided; existing DC ice-heating units of Sakhalin GRES and Il’inskaya Substation are outdated; there are no state-of-the-art and secure ice sensors.

Morale and physical wear of equipment annually increases the risk of equipment breakdown which leads to extra non-routine repair costs, undersupply of power to consumers and finally to reduction of the Company revenues. 

Due to withdrawal of used equipment and lack of new power supply capacities there is a risk of power deficit for the area supply needs.
A problem of missing reserve power source for the primary startup of Y-S CHP-1 in case of missing connection with Sakhalin GRES. 

Also, annual preparation of reserve tank at ash-damping area is required by removal of ash mix. Reserve tanks for ash residuals will deplete their capacity in 3 years (by 2011).

 

Lack of essential power reserve in power system.

Power supply restrictions to consumers were introduced for 31 times due to the lack of power reserve.

According to design codes stipulated by “Guidelines for Power System Development Planning” (Order #281 of RF Ministry of Industry and Energy as of July 30, 2003) the estimated power reserve of detached power systems shall be not less than the capacity of the biggest power station unit and not less that 23% of maximum electrical load. The biggest turbine unit of Sakhalinenergo OJSC has a capacity of 110 MW. the actual power reserve to maximum electrical load was 32 MW (6.5%) in 2008. The required capacity is 560 MW (load deficit is 73 MW). 

 

Currently, there is a necessity of a large-scale upgrade or replacement of equipment in a short-term term period. 

The main way to solve the above problems is to implement a medium-term Investment strategy of Sakhalin power system which is almost fully included in Federal Target Program “Development of Far East and Trans-Baikal till 2013” in the amount of 36 billion RUR. 

 

8.6.4. Financial and economical risks.

 

Establishment of the tariffs for the electric power (by the regulating authority) not covering the economically reasonable expenses of the power-supplying organization.
The practice of the last years shows that the power rates set by the regulating authority do not ensure increase of the company revenues adequate to actual inflation and do not cover economically reasonable expenses of the Company. This leads to unreasonable saving of the most critical expenditures i. e. repairs and investments which in its turn makes a negative impact on the technical state of the power system. 

 

Income shortfalls caused by shortage of commercial products due to commercial losses.
The annual shortage of commercial products due to commercial losses exceeds 300 mln. RUR. The Program of Losses Reduction has been implemented by Sakhalinenergo OJSC since 2005. Still this problem has not been solved yet in a full scope which leads to an increased risk of above-standard power losses by Sakhalinenergo OJSC and increase of income shortfalls as a consequence. 

The possibility of the above risk increases against the background of the world financial crisis. There is a hazard of power stealing by population in case of income reduction among citizens caused by loss of jobs and reduction of wages.

Ways of risk minimization and prevention:

· Reduce the operating expenses by using the internal resources by implementation of overhead cost management program including but not limited to competitive purchase of inventory, selection of contractors, intensification of control over execution and acceptance of repair and construction works, power saving measures, intensification of control over the quality of supplied fuel and active claim work and performance of measures aimed at the reduction of process power losses. 

· Implementation of investment projects aimed at optimization of prime cost of the main company products fabrication, renewal of production capacities, power supply reliability growth and reduction of repair costs.

· Increase of commercial output volume including but not limited to reduction of power losses (promotion of power stealing detection work, introduction of automated power supply monitoring and control system and installation of internal house electrical meters) and connection of payable industrial consumers.     

 

Increase of borrowed assets and reduction of crediting volumes.
Currently there is no guaranteed crediting of the Company (refinancing) by credit institutions for coverage of cash shortages. The volume of expenditures provided for payment of credit interests approved by the rate of the Company in 2009 does not correspond with an actual rate. 

Ways of risk minimization and prevention:

· Insist on cost subsidy form the regional budget for partial payment of credit interest taken for the main activity of power industry companies (80 mln. RUR) for fuel reimbursement.

· Obtain assistance from the state authorities in attracting credit resources in the form of state securities and soft credits to the Company from the banks with state share.

· Obtain reimbursement of productive power supply shortages approved by Regional Energy Commission of Sakhalin oblast and expenditures not accounted during establishment of regulated rate (600 mln. RUR) for electric power-producing companies from the regional budget.

Insufficient budgetary funds for financing investment projects under FTP “Social and Economical Development of the Far East and Trans-Baikal”.
In order to obtain budgetary funds under FTP, Sakhalinenergo OJSC is forced to provide projects with non-budgetary funds in the amount of 16 billion RUR. This is the most complicated task since the potential private investors represented by big companies having their business interests on Sakhalin i. e. Gasprom OJSC and NK Rosneft OJSC refused to invest their funds in the power system of Sakhalin while incorporation of investment costs in the rate will lead to its unacceptably high growth. 
 

 

 

 

Ways of risk minimization and prevention: 

· Create favorable conditions to attract potential investors

· In view of social importance of the problem, involve the Regional Administration in searching for the possibility of allocating the budgetary funds or funds of outside investors.  
  

8.7. Assets Evaluation Methods

 

Short-term and long-term assets and liabilities
Loans and credits, tax liabilities and extra-budgetary fund liabilities, liabilities to suppliers and contractors with the recovery term more than 12 months are included in the long-term liabilities early in the reported period.

The short-term liabilities include the credits from banks, the debts to suppliers and contractors with the recovery term within 12 months from the reported date.

Intangible assets

Intangible assets are not available in the Company.
Fixed assets

The fixed assets are represented in the accounting records in terms of actual purchase cost and construction cost. The fixed assets are represented in terms of the initial cost less the depreciation accumulated for the entire operation term.

In case of retirement or writing-off of the fixed assets, the amount of increased value of the assets is represented in the debit side «Added capital» and the credit side: “Undistributed profit of the previous years”.

The depreciation of the fixed assets is estimated by a linear method for the purpose of accounting and taxation records.

The revenues and expenses related to writing-off and compensation-free transferring the fixed assets are represented in the Profit & Loss Statement as part of other revenues and expenses. 

Inventory stock

The inventory stock is assessed as the amount of the actual expenses on purchase. 

Writing-off of the inventory stock for the purpose of production is done according to the actual value. 

Expenses of future periods
The expenses incurred by the Company in the year reported but accounted in the next reported periods are represented as the expenses of future periods and are liable to straight-line writing-off for the intended purpose within the periods referred to. 

The expenses of future periods include the licenses for separate activity types, supplies of future periods with withholdings (unified social tax (UST)), software.

Debts of buyers and clients
The key activity of the Company is production, supply and distribution of the electric and heat power.

The debts of the buyers and clients were obtained on the basis of the prices stipulated by the agreements between the Company and the buyers as per the power tariffs set by the Regional Energy Commission of Sakhalin region. 

Unfinished construction 

The Company performs construction and upgrading of the facilities. By the beginning of 2008, the expenses on the unfinished construction were equal to 316,283 thousand RUR. In the course of the year, the expenses (VAT excluded) were equal to 423,513 thousand RUR, equipment was purchased for installation in the amount of 74,013 thousand RUR.. The expenses for the facilities put into operation were equal to 279,336 thousand RUR, equipment was transferred for unfinished construction in the amount of 65,411 thousand RUR, disposal of equipment in the amount of 9,845 thousand RUR, while 316,283 thousand RUR remained for the unfinished construction.

Revenue recognition

The revenues from the products sales services rendering are recognized for accounting records as soon as the products are supplied to the buyers (the services are rendered) and the buyers are provided with the payment documents.  The revenues (less the value added tax) are represented in Form № 2 «Profit & Loss Report».

  

8.8. Profitability indicators, including ROE
 

The value of Return on equity (ROE) for electric power production considering donation for compensation of rate differences for the period reported was (-) 0%, while the planned value was  2.1%.

The value of Return on equity (ROE) for heat power production considering donation for compensation of rate differences for the period reported was (-) 1.1%, while the planned value was (-) 1.0%.

The trend of the main performance indicators of Sakhalinenergo OJSC is shown on schedule below:
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8.9. Equity –to- loans ratio
 

Equity-to-loans ratio trend
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Reduction of the debt load ratio was caused by losses in the amount of 56.4 mln. RUR incurred in 2008 as well as growth of long-term and short-term liabilities of the Company in comparison with previous periods.

  

8.10.  Trends and changes of the structure of the Company’s payables and receivables
 

The structure of debts receivable and payable of OJSC “SakhalinEnergo” for 2006-2008, thousand RUR

 

	Item
	As of 01.01.06
	Structure
	As of 01.01.07
	Structure
	As of 01.01.08
	Structure
	As of 01.01.09
	Change in 2008
	Structure

	
	
	
	
	
	
	
	
	
	

	Debts receivable, total
	749 611
	100,0%
	681 716
	100,0%
	627 496
	100,0%
	736 005
	108 509
	 

100%

 

	Debts receivable, expected to be paid in more than 12 months after the reported date
	803
	0,1%
	0
	0,0%
	0
	0,0%
	0
	0
	0,0%

	Debts receivable, expected to be paid within 12 months after the reported date
	748 808
	99,9%
	681 716
	100,0%
	627 496
	100,0%
	736 005
	108 509
	100,0%

	Buyers and customers
	487 096
	65,0%
	413 194
	60,6%
	410 401
	65,4%
	471 517
	61 116
	64,1%

	Bills receivable
	1 500
	0,2%
	34 500
	5,1%
	30 000
	4,8%
	1 000
	-29 000
	0,1%

	Advance payments made
	38 399
	5,1%
	58 751
	8,6%
	43 467
	6,9%
	103 112
	59 645
	14,0%

	Other debtors
	221 813
	29,6%
	175 271
	25,7%
	143 628
	22,9%
	160 376
	16 748
	21,8%

	Debts payable, total
	2 268 296
	100,0%
	1 973 213
	100,0%
	2 022 083
	100,0%
	2 429 834
	407 751
	100%

	Vendors and contractors
	176 418
	7,8%
	267 727
	13,6%
	198 956
	9,8%
	196 962
	-1 994
	8,1%

	Wages payable to personnel
	76 999
	3,4%
	64 245
	3,3%
	73 462
	3,6%
	109 184
	35 722
	4,5%

	Debts payable to government funds and off-budgetary funds
	213 644
	9,4%
	32 226
	1,6%
	26 154
	1,3%
	31 261
	5 107
	1,3%

	Taxes and duties payable
	91 628
	4,0%
	88 904
	4,5%
	131 813
	6,5%
	101 983
	-29 830
	4,2%

	Advance payments received
	250 332
	11,0%
	264 751
	13,4%
	214 453
	10,6%
	260 433
	45 980
	10,7%

	Other creditors
	126 480
	5,6%
	83 430
	4,2%
	45 592
	2,3%
	201 554
	155 962
	8,3%

	Пенсионному фонду
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	ФОМС
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Фонду занятости
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Фонду соц.страхования
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	по пеням и штрафам в гос. внебюджетные фонды
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Income payable to participants
	603
	0,0%
	765
	0,0%
	759
	0,0%
	758
	-1
	0,0%

	Credits, TOTAL
	1 332 192
	58,7%
	1 171 165
	59,4%
	1 330 894
	65,8%
	1 527 699
	196 805
	62,9%


 

	Пенсионному фонду
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	ФОМС
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Фонду занятости
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Фонду соц.страхования
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	по пеням и штрафам в гос. внебюджетные фонды
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Пенсионному фонду
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	ФОМС
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Фонду занятости
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	Фонду соц.страхования
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	по пеням и штрафам в гос. внебюджетные фонды
	 
	0,0%
	 
	0,0%
	 
	0,0%
	 
	0
	0,0%

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Debts receivable

As of 01.01.2009, the debts receivable were 736.0 million RUR, which was by 108.5 million RUR more than those early in the period reported. The debt reduction trend in 2006-2008 was positive since the debts receivable in 2006 were 749.6 mln. RUR

The debts receivable under the item “buyers and clients” were equal to 471.5 million RUR as of 01.01.2009. The buyers and clients cover 64.1% in the structure of the debts payables. The reduction of debts under this item was observed in 2006-2008.     

The debt on the advance payments made as of 01.01.2009 was 103.1 million RUR (14.0% in the structure of the debts receivable), which was exceeded as compared to that early in the year due to the advance payments to fuel vendors as per contract terms. 

The item “other debtors” demonstrates the debt growth and was 160.4 million RUR as of 01.01.2009 (22.9% in the structure of the receivables).

 

Debts payable

As of 01.01.2009 the debts payable were 2,429.8 million RUR. The growth of debts payable by 161.5 mln. RUR was observed in 2006-2008. The debts payable were 2,268.3 mln. RUR as of 01.01.2006. 

In the structure of the sort-term payables, the debts payable under the item “suppliers and contractors” reduced as compared to those early in the year, with the debts to suppliers and contractors equal to 197.0 million RUR (8.1% in the structure of the debts payable) as of 01.01.2009. 

As of 01.01.2009, the wages payable were equal to 109.2 million RUR; the increase as compared to the beginning of the year was caused by the tariff rise for Category 1 Worker (4.5% in the structure of the debts payable). The growth of debts under this item was observed in 2006-2008 and was 77.0 mln. RUR as of 01.01.2006.

The debt to the non-budgetary funds increased as compared to that early in the year, which was caused by the salary fund growth. The debt was 31.3 million RUR as of 01.01.2009.

As of 01.01.2009, the tax payable to the budget reduced as compared to that as of 1.01.2008. The actual debt payable was 102.0 million RUR (4.2% in the structure of debts payable) by the end of the reported period. 

The debt on the advance payments received as of 01.01.2009 was 260.4 million RUR; the growth under this item was caused mainly by the contract terms for the works related to the technical connection. The debt under this item covers 10.7 % in the structure of the debts payable. 

The debt on other expenses was 201.6 million RUR by the end of the period reported. The actual debt growth was caused by bills payable in the amount of 150.0 mln. RUR (the bills expire in September, 2009).

The growth of debts has been observed since 01.01.2006. The debt on other creditors was 126.5 mln. RUR as of 01.01.2006 (8.3% in the structure of debts payable).

The debt on credits was 1,527.7 million RUR (62.9% in the structure of the debts payable) as of 01.01.2009. The growth in 2008 was 196.8 mln. RUR which is related to the attraction of the credit resources during the reported period.

8.11.    Structure of proceeds and profit, by area of activity 

The annual volume of the commercial product of OJSC “Sakhalinenergo” was 4,547.9 million RUR in 2008. 

The revenue was 3,427.8 million RUR (or 75 % of the turnover) for the electric power and 769.3 million RUR (or 17 %) for the heat power.
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In total, the revenue from the primary activity covered 92 % of the balance sheet proceeds in 2008. 

Other activities covered 8% of the balance sheet proceeds in the year reported, which was equal to 350.9 million RUR 

In 2008 Sakhalinenergo OJSC carried out industrial activities as mentioned below:

Sales of chemically treated water;

Maintenance and repair services;

Rendering of services under broker’s contract of SKK OJSC;

Rendering of services on power transit from Nogliki GTEPP OJSC;

Rendering of services on technical connection to the electrical mains of Sakhalinenergo OJSC.

The structure of the gross profit by area of activity in 2008 was as follows:

For the electric power: (-) 626.1 million RUR, with the subsidy of 416.9 million RUR received in 2008 for the tariff discrepancy compensation. The extra subsidy for income shortfall compensation was made in the amount of 210.6 mln. RUR. Thus, the profitability of the electric power production was 0%, and the profit was 1.5 million RUR (the subsidy included)

For the heat power: (-)8.6 million RUR

For other activities: 134.4 million RUR

The gross loss represented in the Financial Statement for 2008 was 500.3 million RUR.  The subsidy for the tariff discrepancy compensation was included in other revenues.

   

8.12.  Quarterly forecasting of the financial results, and comments.

 
The quarterly forecasting of the financial results is based on the annual business-plan, with due consideration of the production program and achievements of the annual performance efficiency of the Company. 

Correction of the financial results is possible in the course of a year, considering the actual results of the previous time periods.

Section 9.  Market share, marketing and sales
 

9.1. Key market trends; macro- and microeconomic changes
 

The share of OJSC “Sakhalinenergo” in the overall power production in the region is:

· In terms of the electric power – 76% 

· In terms of the heat power – 33%.

The current activity and development of OJSC “Sakhalinenergo” is directly connected with the key development trends of Sakhalin region

The economy of Sakhalin region has been assessed for the recent years as growing. This allows for making the long-term forecasts for the electric power consumption, which is certainly favorable for the power system development. 

The most significant growth of power consumption was observed for “Commercial Enterprises” consumer group which was 20% annually during 2006-2007 and 7% in 2008. 
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The growth is mainly attributed to the development of the infrastructure servicing the Sakhalin-1 and Sakhalin-2 offshore projects and introduction of new facilities.

However, the oil and gas industry contributing to a great extent to the economic development of the region is currently interested in the development of its own energy sources. Such sources will not compete with OJSC “Sakhalinenergo” in terms of power generation, however, these will not allow for planning higher rates of the electric power consumption at the expense of this consumer group. 

In view of the fact that oil and gas industry is focused on construction of its own power sources and their isolated operation as well as purpose-oriented work aimed at suppression of stealing and violations in electric power metering system carried out by energy saving company within the last several years which forces power consumers to bring their electric meters in accordance with standard requirements provide for future reduction and consolidation of efficient power supply growth rate.

There is a possibility of excessive growth of power supply during heating season in case of force-majeure related to interruption of heat supply to separate towns and localities of Sakhalin oblast when the population is forced to use electric heaters to heat up their apartments.

Decreasing population of Sakhalin region has an adverse effect. For the recent three years, the population of Sakhalin region has reduced by 17 thousand people - from 532 thousand people in 2004 to 515 thousand people in 2008. This was related to both natural decrease of the population and migration outflow. The natural decrease of the population reduced by 3% in 2008, but the migration outflow increased by 2 times in comparison with 2007.

Efficient power supply to population during the recent years was mainly associated with the work on reduction of commercial losses. 

The work on reduction of commercial losses is one of the key factors of increasing commercial output of Sakhalinenergo OJSC against the background of population outflow from Sakhalin oblast.

A regular significant decrease of commercial losses is observed owing to the Loss Reduction Program being effective since 2005.
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According to the results of 2008 the dynamics of commercial losses reduction has reached a peak level of 5% which allowed decreasing of losses to the level of 2000 year. However, the percentage of commercial losses remains high.
The inflation rate is one of the most important macro-economical factors, which influence directly on the activity of OJSC “Sakhalinenergo”. The expenditures of Sakhalinenergo OJSC on the regulated type of activity are calculated considering price change indices for industry branches forecasted by RF Ministry of Economic Development. However, the experience of the recent years shows that the actual inflation rates are high than those of forecasted. Due to the above, the Company incurs annual losses of commercial output and experiences an acute shortage of funds for payment of current expenditures. 

The inflation rate was 10-12%% per year in 2004-2007, with 14.1% in 2008. The changes in the tariffs approved for that period were significantly lower than the inflation rates. Therefore, the Company’ expenses have been growing at a higher rate as compared to that of the revenues. 

 

Dinamics of Rate Growth for Electric and Heat Power, %

	 
	2005
	2006
	2007
	2008

	Electric power
	4,3
	2,7
	4,3
	7,2

	Heat power
	1,9
	2,5
	3,0
	5,7

	Inflation rate
	12,7
	9,7
	9,0
	14,1
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Sakhalinenergo OJSC acting under the conditions of rate regulation lacks an availability of adequate reaction to inflation processes and is forced to decrease imputed costs in order not to excess limits stipulated by rate and in case of depletion of cost saving reserves it is forced to increase payables straining relationships with partners and aggravating financial status of the Company. During the next regulation period the situation is getting worse since the actual costs of the previous period are taken for accounting the amount of which does not meet current demands of the Company.

The dynamics of the living standards is also significant for determining a general level of paying capacity of consumers of OJSC “Sakhalinenergo” as more than 1/3 of the consumers are represented by the population. A large portion of the population of Sakhalin region still has a low level of income. This increases the risk of non-payment for the power supplied. The raising of the living standards was observed in 2008: the real money earnings of the population increased by 4 % as compared to those in the previous year. The portion of the population having the earnings below subsistence line is decreasing, though slowly.

To date, there have been problems with payment for the power consumed by the municipal housing complex and state- financed organizations.

In this connection, OJSC “Sakhalinenergo” has been taking active actions in respect to the so-called “problem-causing consumers”, including:

1. Make agreements on debt restructuring

2. Conduct joint meetings with the Department of Fuel & Energy Complex and Municipal Housing Complex to obtain explanations from Managers of Municipal Housing Complex companies – debtors.

3. Address the administrations of districts, Municipal Housing Complex organizations, Department of Fuel & Energy Complex and Municipal Housing Complex, Governor of Sakhalin region on the issues of recovering the debts from Municipal Housing Complex.

4. Address the prosecutions department.

5. Submit claims in relation to debts recovery. 

 

9.2. Review of the Company’s competitive environment and changes of the market share controlled by the Company
 

OJSC “Sakhalinenergo” does not face competition – it is a monopolist in its area of activity.
  

9.3. The current sales performance in terms in physical and money terms

 

Current sales of the electric power
	
	Productive supply, 

GW-h
	Sales volume, million RUR (VAT included)
	Sales, 

with debt recovery, million RUR
	Sales level, %

	Electric power, total
	1 430
	4 034
	3 986
	98,8

	Industry
	122
	404
	400
	99

	Transport and communication
	86
	276
	283
	103

	Agriculture
	35
	109
	109
	100

	Federal budget
	99
	342
	339
	99

	Local budget
	68
	236
	238
	101

	Municipal housing complex and  water supply utilities
	202
	603
	578
	96

	Commercial structures
	223
	780
	780
	100

	Other 
	86
	266
	267
	100

	Population
	509
	1 021
	993
	97


 

A growth of productive power supply by 14% was registered for “Population” group of consumers in 2008 due to factors including but not limited to: 

· Charging of population with internal housing consumption for 14,6 mln. kWh;

· Installation of ASCAPC-BP system for 16,4 mln. kWh; 

· New consumers – for 9,7 mln. kWh;

· Other factors – for 24,5 mln. kWh (replacement of electric meters; growth of average monthly power consumption by comfortable blocks; increase of fees for unregistered power consumption; reconstruction of housing stock mains of Sakhalin rail road etc).

In addition to this, the growth of productive power supply was stipulated by the connection of new facilities with a total volume of power consumption of mln. kWh (facilities connected in 2007 had a total volume of power consumption of 9,6 mln. kWh). 

The growth of productive power supply for construction companies and commercial enterprisers made up 16,4 mln. kWh.

 

Current sales of the heat power
	
	Productive supply,       K GKal
	Sales volume, million RUR (VAT included)
	Sales, 

with debt recovery, million RUR
	Sales level, %

	Heat power, total
	1 706
	908
	907
	99,9


 

General sales of the primary output during the recent years is maintained at a rather high level of approximately 100% of commercial output. 
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This makes a positive impact on the dynamics of the debts receivable which has decreased by 39.5% since 2005. 
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However, the volume of debts receivable of consumers for electric and heat power remains significant at the present time.

The debts receivable increased by 13.9 mln. RUR in 2008 including the debt for electric power of 12,6 mln. RUR and the debt for heat power of 1,3 mln. RUR  

95% of the actual sales were paid for the current electric power consumption. The debt was recovered in the amount of 154.8 million RUR. 

91.5% of the actual sales were paid for the current heat power consumption. The debt was recovered in the amount of 75.4 million RUR.

Nearly all the consumer groups underpaid for the period reported. The lowest payment was from the federal budget (96%).

The major part in the structure of debts receivable is shared by population and municipal housing complex which have one of the lowest level of power realization. 
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According to the results of 2008 the receivables from MHC and WSU reduced by 3% or 2.5 mln. RUR. The receivables from population are still growing and made 145 mln. RUR as of 01.01.09.  

Such situation interferes with the execution of critical repair works and aggravates relationships with fuel suppliers which finally results in loss of power consumption reliability for all consumers including prompt payers.      

 

9.4. Information on the products and prices; relationships of the Company with its Vendors; management’s actions aimed at overcoming the negative trends on the Company’s key markets, as well as at maximizing the Company’s competitive advantages
 

Average subsidy rate for 2008:

· For electric power – 2,28 RUR/kWh,

· Rate for population – 2,03 RUR/kWh,

· Rate for industrial consumers – 2,85 RUR/kWh.

Annual commercial output of electric power is 3.8 billion RUR (including subsidy for rate difference from the local budget).
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Approved heat power rate for 2008 is 451,08 RUR/Gkal.

Annual commercial output of heat power is 0.8 billion RUR. 

Rate Schedule for 2008

	Groups of Consumers
	REC
	Actual for  2008
	Deviations

	
	Productive supply
	rate 
	Productive supply
	rate 
	Productive supply
	rate 

	
	K kWh
	RUR/kWh
	K kWh
	RUR/kWh
	K kWh
	RUR/kWh

	1.
	Other consumers
	391 535
	 
	473 963
	 
	110 489
	 

	1.1.
	ВН
	3 851
	2,41
	3 069
	2,41
	-782
	0,00

	1.2.
	СН - 1
	47 161
	2,67
	56 353
	2,67
	9 192
	0,00

	1.3.
	СН - 2
	241 439
	2,95
	343 518
	2,93
	102 079
	-0,02

	1.4.
	НН
	99 084
	3,25
	71 023
	3,26
	-28 061
	0,01

	2.
	Coal industry
	15 324
	2,61
	7 797
	2,61
	-7 527
	0,00

	2.2.
	СН - 1
	15 324
	2,61
	7 797
	2,61
	-7 527
	0,00

	3.
	 Railway
	21 457
	2,47
	20 403
	2,55
	-1 054
	0,08

	3.1.
	ВН
	5 189
	2,41
	5 318
	2,38
	129
	-0,03

	3.2.
	СН - 1
	8 429
	2,43
	5 590
	2,41
	-2 839
	-0,02

	3.3.
	СН - 2
	6 527
	2,55
	9 412
	2,69
	2 885
	0,14

	3.4.
	НН
	1 312
	2,56
	83
	5,65
	-1 229
	3,09

	4.
	Dedicated consumers 
	188 863
	2,63
	174 444
	2,62
	-14 419
	-0,01

	4.1.
	ВН
	6 075
	2,32
	6 894
	2,31
	819
	-0,01

	4.2.
	СН - 1
	18 787
	2,63
	17 212
	2,62
	-1 575
	-0,01

	4.3.
	СН - 2
	151 701
	2,64
	140 937
	2,63
	-10 764
	-0,01

	4.4.
	НН
	12 300
	2,64
	9 401
	2,70
	-2 899
	0,06

	4.
	Federal budget
	70 969
	2,92
	95 275
	2,97
	24 306
	0,05

	4.1.
	ВН
	4 535
	2,41
	4 938
	2,40
	403
	-0,01

	4.2.
	СН - 1
	4 680
	2,67
	9 048
	2,67
	4 368
	0,00

	4.3.
	СН - 2
	55 864
	2,95
	55 302
	2,94
	-562
	-0,01

	4.4.
	НН
	5 890
	3,25
	25 988
	3,24
	20 098
	-0,01

	5.
	Local budget
	43 530
	3,06
	40 651
	3,04
	-2 879
	-0,02

	5.2.
	СН - 1
	283
	2,67
	-13
	2,16
	 
	 

	5.3.
	СН - 2
	26 613
	2,95
	26 782
	2,94
	169
	-0,01

	5.4.
	НН
	16 634
	3,25
	13 881
	3,24
	-2 753
	-0,01

	6.
	Regional budget
	26 605
	3,01
	22 690
	2,99
	-3 915
	-0,03

	6.1.
	ВН
	0
	 
	157
	2,38
	157
	2,38

	6.2.
	СН - 1
	25
	2,68
	101
	2,66
	76
	-0,02

	6.3.
	СН - 2
	20 805
	2,95
	18 245
	2,94
	-2 560
	-0,01

	6.4.
	НН
	5 775
	3,25
	4 186
	3,24
	-1 589
	-0,01

	7.
	Poultry factory, «Teplichniy» farm
	10 750
	2,02
	10 049
	2,01
	-701
	-0,01

	7.3.
	СН - 2
	10 670
	2,02
	15 581
	1,97
	4 911
	-0,05

	7.4.
	НН
	80
	2,03
	-5 532
	1,89
	-5 612
	-0,14

	8.
	Food industry
	8 816
	2,02
	7 328
	2,02
	-1 488
	0,00

	8.3.
	СН - 2
	8 102
	2,02
	6 767
	2,02
	-1 335
	0,00

	8.4.
	НН
	714
	2,03
	561
	2,03
	-153
	0,00

	9
	Population; consumers equal to population
	806 990
	2,03
	577 454
	2,03
	-229 536
	0,00

	 
	TOTAL
	1 584 839
	2,28
	1 430 055
	2,40
	-154 784
	0,12


 

Beginning 2005, the dynamics of the tariffs approved for Sakhalinenergo OJSC was considerably below the inflation rate.

In 2004-2005, the profitability of the electric and heat power production increased from (-) 3.1 % in 2003 to 11.9 % in 2005. This was caused mainly by restraining the cost of the power production by means of cost control.

However, the cost saving achieved by the efforts of the Company’s Management is considered by Regional Dispatch Agency of Sakhalin region as a start point for the estimation of the tariffs. As a result of it, the necessary operating costs of OJSC “Sakhalinenergo” under some items exceed the cost value approved for the power tariff, and therefore, the product profitability reduced considerably.  

The profitability of the electric power in 2007 was 1.2%, subsidy included. As compared to 2006, the profitability of the electric power reduced by 2.9 percent points. The profitability of the electric power in 2008 was 0%.

Profitability of the heat power in 2007 was 8.3%. As compare to 2006, the profitability of the heat power reduced by 2.8 percent points. Profitability of the heat power in 2008 was (-) 1.1%.

Under the conditions of negative trends currently taking place in the market (see par. 9.1) one of the priority tasks of power supply activity of Sakhalinenergo OJSC is to implement the Loss Reduction Program which is effective in two ways specified below:

Increase of productive power supply (extra revenue from electric power sales);

Reduction of supply into electrical mains which is caused by reduction of power supply by individual consumers due to their transfer from unregistered power consumption to consumption registered by means of electric meters (saving of fuel costs for electric power generation). 

Claim administration with debtors is also an urgent task. 

8,658 suits for recovery of debts receivable from civil debtors in the amount of 37.5 mln. RUR were filed into the court in 2008 as well as 83 suits for recovery of debts receivable from legal debtors in the amount of 121.8 mln. RUR. 

Totally 12,264 suits were examined in the courts to individuals in the amount of 64.6 64,6 mln. RUR and 121 suits to legal entities in the amount of 165 mln. RUR. 

6,212 suits to individuals filed in 2008 including transferred from 2007 were sustained in the amount of 27 mln. RUR and 61 suits to legal entities in the amount of 67.3 mln. RUR 

After filing of suits on recovery of debts for consumed electric power the civil debtors voluntarily paid a debt on 3,111 suits in the amount of 11.5 mln. RUR while the legal entities paid 33 suits in the amount of 36,5 mln. RUR. 

2,812 suits on recovery of debts for consumed electric power from individuals in the amount of 25.8 mln. RUR were examined by the court as of 01.01.2009 and 27 suits to legal entities in the amount of 31,3 mln. RUR.  

Section 10.  The purchase activity

 
10.1. The basic provisions of the Company policy on the purchase activity according to the Regulations on the procedure of regulated purchase, works, services for the Company needs
 

The following regulatory documents controlled the activity of OJSC “Sakhalinenergo” in relation to arranging and performing the purchase, works and services in 2008:
· Decree #1816pr/2 as of 07.02.2008 issued by RAO “Russia UES”: “On approval of S-UES ZD 2-2004 standards “System of standards for implementation of the purchase activity. Purchase procedures” and S-UES ZD 4-2005 “System of standards for implementation of the purchase activity. Purchase procedures”;
· The document approved by the Board of Directors: “Regulation on the procedure of regulated purchases, works, services for the needs of Sakhalinenergo OJSC (Protocol #20 as of 14.05.08).
· A permanent Central Purchasing Body (CPB) consisting of 7 persons was established in Sakhalinenergo OJSC by the resolution of Board of Directors to control and coordinate the purchase activity of the Company.
 

10.2. Description of the purchase procedures and conditions for their selection
 

The following purchase procedures were used in compliance with “Regulation on the procedure of the specified purchases, works, services for the needs of Sakhalinenergo OJSC:
· open competitions, 

· open requests for proposals, 

· open requests for prices, 

· purchase from a single source (generally, from SakhalinEnergoRemont OJSC).

 

10.3. Description of the application of the electronic commerce
 

In 2008, the purchase procedures included the purchase on the basis of electronic commerce – on the electronic sales site www.B2B-energo.ru. However, the isolation of Sakhalin region and its the remoteness from the central regions, extra business trip expenses and travelling costs prevent from the efficient application of the electronic commerce, which results in non-participation of suppliers and contractors from the central regions in the electronic trading sessions. However, the purchase of the material and technical resources and equipment is an exception, with rather efficient electronic trading on the site www.B2B-energo.ru. The actual purchase volume according to the open procedures by means of the electronic commerce was equal to 31 % (as compared to the scheduled volume 60 %).
 

10.4. The procedure for the development and implementation of the Annual Integrated Procurement Program (AIPP)
 

The annual integrated program on the purchase by OJSC “Sakhalinenergo” in 2008 was developed in September of 2007 and amended in March of 2008 in relation to the amendment of the Business-plan of the Company for 2008. The AIPP was approved by the resolution of the Board of Directors (Protocol #10 as of 20.11.07), and the AIPP amended was also approved by the resolution of the Board of Directors (Protocol #16 of 17.03.08).
The integrated annual purchase program for 2008 was implemented as follows:
· The number of the purchases made in 2008 was 328 (planned amount was 374).

· The total volume of purchases was 3,574,730K RUR (planned volume was 
3,598,972K RUR) including but not limited to:

· Unregulated purchases – 4 673K RUR (planned value – 5 616K RUR);

· Regulated purchases – 3,570,057K RUR (planned – 3,593,356K RUR), 
including:
· Open competition – 401,267.2K RUR or 16% from the total number of purchases made and 11% from the total purchase value; (planned amount -  20 % from the total number of purchases made and 11% from the total purchase value);

· Open request for proposals – 27,437K RUR or 8% from the total number of purchases made and 1% from the total purchase value (planned amount - 8% from the total number of purchases made and 1% from the total purchase value);

· Open request for prices – 108,248.8K RUR or 34% от  from the total number of purchases made and 3 % from the total purchase value (planned amount - 32% from the total number of purchases made and 4 % from the total purchase value);

· Purchase from a single source – 3,033,104K RUR or 42 % от from the total number of purchases made and 85 % from the total purchase value (planned amount - 40 % from the total number of purchases made and 84 % from the total purchase value). 

The deviation between the purchases actually performed and planned was caused by transferring some purchases to the first quarter of 2009 and by refusing some purchases due to amendment of the investment program, which did not influence the production activity of the company in 2008.
The purchase volume of OJSC “Sakhalinenergo” for 2008 by quarters was as follows:
· 1st quarter: 364 mln. 375K RUR (planned value was 376 mln. 656K RUR).

· 2nd quarter: 116 mln. 406K RUR (planned value was 122 mln. 854K RUR).

· 3rd quarter: 87 mln. 881K RUR (planned value was 88 mln. 209K RUR).

· 4th quarter: 3 bln. 006 mln. 068K RUR (planned value was 3 bln. 011 mln. 253K RUR).

The main portion of the purchase in 2008 was covered by the fuel purchase (in the 4th quarter of 2008 for the production needs of 2009) and the purchase for the power facility repair, material and technical resources and production services.
The implementation of the annual integrated purchase program in 2008 resulted in reducing the Company’s costs by 1% of the initial plan.
 

10.5. The annual accounting of the Company executive body in respect to the purchase activity by activity type and purchase procedures
 

According to “Regulation on the procedure of the specified purchases, works and services for the needs of OJSC “Sakhalinenergo”, the executive body of the Company submitted the reports on the purchase activity as part of the business plan implementation to the Board of Directors on a quarterly basis. The reports for the 1st, 2nd and 3rd quarters of 2008 were approved by the Board of Directors (Protocols #1 as of 06.06.08, #5 as of 25.08.08, #10 as of 22.12.08). The purchase report for the 4th quarter of 2008 was agreed by Central Purchasing Body of Sakhalinenergo OJSC (Protocol #2 as of 13.02.09) and scheduled for the meeting of Board of Directors on 03.03.09.
 

10.6. The information about the key indices of the Annual Integrated Procurement Program (AIPP) developed for the next year 
A tentative annual integrated purchase program for 2009 was agreed by CPA of Sakhalinenergo OJSC (Protocol #14 as of 24.09.08 and Protocol #2 as of 13.02.09) and scheduled for approval by the Board of Directors on March 12, 2009. 

The total purchase volume for 2009 was 3,774,914 RUR (Vat excluded), including that by means of:

· open competitions (399,199,000 RUR or 24 % of the total purchase number) 

· electronic trading (311,923,000 RUR or 61 % the total purchase number, excluding the single purchase source).
Section 11. Personnel policy, Social policy and Social Partnership
 

11.1. Essential Principles and Goals of Company's Personnel Policy

 

The personnel policy is aimed mainly at forming the highly professional and skilled personnel according to the development strategy of the Company.

 

Main charges of personnel management are:

· development of training process, preparation and further professional training in line with company’s development perspectives;

· development and organization a series of actions aimed to help motivate employees of all categories by applying the flexible material support policy and rationalized approach to the organization of structures and personnel;

· social relationships control, ensuring the provision of social benefits, guarantees and indemnity, provided for by the Company .

 

Personnel policy of JSC is carried out the following way: 

· headhunt in order to provide the actively working personnel for management and all sectors of labor activity;

 set up the conditions that will guarantee the best performance to the full ability of each employee (via motivation through promotion, professional growth, enhancement of labor activity efficiency, innovations and quest for inspiration);

· implementation of up-to-date personnel management technologies and computer application as maximum as possible

 

Essential Principles of Company's Personnel Policy are examination and forecasting the needs in personnel by means of:
· creation the series of target programs aimed to cover the needs in highly professional and skilled specialists and to provide them with training, further professional training, professional growth and opportunities for promotion

· recruitment, allocation and promotion based on the professional qualities and psychological profile through the competition and objective assessment of their work

· continuous rearrangements and achievement of personnel stability by means of incoming of young specialists, formation of personnel potential;

· legitimacy, compliance with normative requirements applied to personnel management, strict observance of Constitution and legislative enactments of Russian Federation

 

11.2. Personnel Dynamics for the last three years 

 

	 
	2006
	2007
	2008

	Directors, their Deputies          
	482
	485
	491

	Specialists                                          
	730
	726
	694

	Employees  
	167
	169
	130

	Workers
	2065
	2079
	2017

	Total
	3444
	3459
	3332
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Personnel Population Changes:

2006              - 3444   persons.

2007              - 3459   persons.    

2008              - 3332   persons.

 

In 2008 as compared to the year 2007, at “Sakhalinenergo” there was a general decrease in personnel by 127 persons caused by:

Staff reduction and withdrawal numbering 112  persons, including: 

· in Economically Autonomous Subdivision Yuzhno-Sakhalinskaya CHP-1 15 persons servicing the Geothermal unit “the Ocean GeoCHP” were reduced. Since the municipal maintenance and operation company belonging to the municipal formation “The Kuril Urban District” failed to comply with the contract provisions the services for Geothermal unit were stopped. and the personnel number was reduced.

· in Economically Autonomous Subdivision Sakhalinskaya GRES 47 persons were reduced due to Security Service section establishing in the FGUP Sakhalin branch.

· in Economically Autonomous Subdivision “Energosbit 46 persons were reduced since the heat energy supply function was assigned to JSC “SKK”.

· 4 persons of executive staff were reduced.

 

Staff turnover: (in percentage terms)
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When considering staff turnover dynamics for the last three years it tends to be decreased.

The decrease has amounted to 1.1% for the “workers”, and 1.0% for the “specialists”, both compared to year 2007.

 

11.3. Actions taken to improve the labor and living conditions of employees, to meet social needs and to pay wages promptly. 

Resulting from labor conditions assessment the working places the plan on labor conditions improvement in economically subdivisions and subsidiary “Distribution mains” was developed. In 2008 the costs for labor conditions improvement was equal to 8 mln. RUR. The lights on the job places, in utility rooms are complied with the standards. To comply with the temperature condition with the standards on the job places, the air conditioners were purchased and installed. On Yuzhno-Sakhalinskaya CHP-1 the phased replacement of high pressure streamline sectional valves is being completed (sound reduction).

 

In 2008 the personnel average wages increased by 20.1 % and was equal to 30950 RUR as compared to 25763.6 RUR last year. The reasons for their growing are as follows:

· quarterly salary indexation by 13.9%;

· the rating component increase by 0.2 %. at the expense of1) changing in the employees structure, increasing the number of personnel employing with the higher rating index resulting from the withdrawal of the GRES security service, 2) increasing salaries for works foreman in number of 21 since January 01, 2008.;

· the current bonus increase by 1.6%;

 

According to the groups the average wages were increased:

· workers – by 17,2 %;

· directors – by 22,4 %;

· specialists – by 20,8 %;

· employees – by 18,8 %.
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The Company wages are paid in due time without delays.

 

11.4. Information about social guarantees and benefits for Company’s employees 

 

In order to improve the social immunity of employees and their family members Company provides the additional benefits and social guarantees under the terms of Collective Agreement concluded for 2009–2011 including:

· moneyed aid related to the birth of a child, first marriage, funeral of employees and their close relatives, family members of a casualty;

· passenger fare for the employees and a child of underage;

· cover of costs when moving to the new pace of residence;

· paid place in a health-improving camps and health centers;

· lump-sum grant at the time of retirement;

· 10% bonus for young specialists who chosen Company as a first place of work;

· Hot meals for the employees, when on assignment away from populated area. 

In 2008 the actual expenses under the item “Benefits, guarantees and compensations” have amounted to 23914.8 th. RUR. Compared to the same period last year the payments have increased by 4196 th. RUR. due to: the increasing number of well-experienced employees to be retired (2007 – 35 persons., 2008 – 52 persons), the increasing number of people leaving Sakhalin, the load rate growth for air and railway transportation, the increasing number of young specialists (2007 – 74 persons, 2008г. – 106 persons).

The amount of payments per one employee of the Company in 2008 summed up to 4.5 thousand rubles 

11.5. Information about the personnel reserve preparation, training and further professional training, cooperation with the study centers (HEE and so on) 

 

One of the preferred directions in the energy system to implement the Company’s personnel policies is improvement of the professional development system. The flexible and mobile study and production net provided with necessary facilities is established. The staff training system, providing the hired personnel training on working occupations, supporting and further personnel training is in operation. This training is carried out in the higher and secondary specialized colleges based on non-state educational organization “Study Center”, when processing, at the study and training centers and at the departments of HEE and further training centers in Moscow, St. Petersburg, Chelyabinsk and Novosibirsk and other institutions. The annual educational rate increases simultaneously with training improvement quality.

Many of our employees study at HEE. Currently 72 persons study at the institutes and universities in a corresponding way: 62 persons – at higher educational establishments, 10 persons – at technical colleges. Hence, the energy system is preparing the professionals reserve for itself, best of which will be at executive positions later. 

In 2008 the personnel training was carried out according to the approved plan prepared for the requests of the economically autonomous subdivisions and subsidiary on the contractual basis with educational centers and financed due to the budget item “Personnel Training”. 

In 2008 the costs for personnel training were equal to 11609.7K RUR while the planned was12070.1K RUR. It was planned to train 609 employees, actually 647 employees were trained. 

The plan for personnel training was equal to106,2 %.

Personnel reserve. Company has developed the Training Activities and Programs for employees to be promoted. .Every year on March 01, the database of personnel reserve for directors and their deputies is updated and the results are summed up. The probation period for the reserved positions is established. Annually the reserved personnel is planned to go to IT Energy Institute, St. Petersburg. Promotions and reshuffle are taken place to promote the candidate to the reserved position. In 2008 12 workers and 8 specialists were promoted and professionally trained 

  

11.6. Information on Personnel health protection and labor safety improvement

 

Due to standards all employees engaged in hazardous works are provided with milk. In 2008 the costs for milk were equal to 2.7 mln. RUR.

The periodic medical examinations of personnel are carried out in all subdivisions and subsidiary “Distribution mains”. Within two last years the deep medical examinations of the personnel were carried out. In addition, in 2008 1098 employees were examined to the amount of 679.6K RUR. In 2008 16 employees had sanatorium-and-spa treatment at sanatorium “Sakhalin”.

 To increase labor safety the modern electric arc protective equipment was purchased. In 2008 the costs for PPE were 4553,5K RUR.

11.7. Pension provision program

 

Under the contract with the Far East branch of Electric Power Industry Non-State Pension Fund, Company is carrying out the Non-State Pension Provision Program which aims to create the favorable conditions to finance the pension savings made by employees and to increase their social protection level on achieving the reasons to be retired and termination of the labor contracts resulting from it. 

The Non-State Pension Provision Program provides:

· according to the corporate plan – non-state pension payment when retiring on pension,

· according to the parity plan – when employees participate in the formation of their own future pension with Employer,

· voluntary non-state provision - when employees participate in the formation of their own future pension ,

· obligatory pension insurance – placement of the accumulative part in the non-state power industry pension fund.

The main documents regulating non-state provision items in Company are the Non-State Pension Provision Program and JSC Sakhalinenergo Non-State Pension Provisions regarding the Parity and Corporate Plan. These provisions define the principle conditions and order of non-state pension provision in Company. 

According to USPP order in Company the following activities are being carried out during all the period:

· data preparation and collection, record cards preparation for retired employees to submit to power energy USPP;

· preparing and making contracts base on the parity plan, voluntary USPP and obligatory pension insurance to submit to PEUSPP;

· preparing pension deductions summary data due to the parity basis and voluntary USPP to submit to PEUSPP and preparing requests for pension contributions transfer;

· updating USPP and PEUSPP  information stands; 

· the meeting between the employees and director of PEUSPP Far East branch was arranged;

· arising from changes in Tax Law regarding non-state pension payments the contracts between JSC Sakhalinenergo and PEUSPP Far East branch were re-made. Within the contracts renegotiations and changes of personal accounts the parity plan contracts between employees and PEUSPP were re-made.

Currently in the PEUSPP Far East branch 2602 personal accounts for employees were set up. 290 non-working retired person receive the corporate pension. 

Fee payments are made due to the approved schedule and in 2008 the sums paid up were amounted 5635.7 th. RUR, Company has no debts before PEUSPP.

 

Employees voluntary medical insurance.

Company arranges medical service and recovers expenditures for employees treatment through INGOSSTRAH Insurance Company under the Voluntary Medical Insurance Agreement that allows to improve the quality of medical services provided by Sakhalin medical centers;

Voluntary Medical Insurance Agreement ensures the following medical services: 

· outpatient treatment;

· hospital aid;

· emergency aid.

Fee payments are made under the Agreement and in 2008 the sums paid up were amounted 1361.5K RUR, Company has no debts before PEUSPP.

Section 12. Company’s shareholding in other companies

 

12.1. On Company’s shareholdings in legal entities including (including Company’s shareholding in non-profit partnerships and companies)

 

	Name of legal entity where Company participates
	Share in authorized capital,%
	Votes share, %

	Open joint stock company Novikovo diesel power station (OJSC NDPS) 
	100,00
	100

	Limited Liability Company Investment Company Energoinvest (IC Energoinvest LLC)
	100,00
	100

	Non-profit educational establishment «Education center  of OJSC “SakhalinEnergo (NES «Education Center of OJSC)
	OJSC “SakhalinEnergo” is a sole founder 
	100

 

	Open joint stock company "Nogliki gas electric power station" (OJSC “Nogliki GEPS”) 
	12,59
	12,59

	Open joint stock company "Okha CHP" (OJSC " Okha CHP") 
	4,16
	4,16


  

12.2. OJSC NDPS production results

 

Organizational structure Company’s details:

full Company’s nameполное - Open joint stock company “Novikovo diesel power station” 
location: 2/1 Pogranichnaya str., s. Novikovo, Korsakovsk district, Sakhalin region, Russian Federation, 694005.

legal address: Novikovo, Korsakovsk district, Sakhalin region, Russian Federation,694005,

mail address: office 204-а, Bumazhnaya str., Yuzhno-Sakhalinsk, Sakhalin region, Russian Federation 693001.

date of state registration and registration number - 01.07.2005 г. Main state registration number - 1056502621350.

Company is JSC Sakhalinenergo subsidiary.

100% of the OJSC NDPS authorized capital belongs to OJSC “SakhalinEnergo”.

Company’s shareholding in other companies:

OJSC NDPS takes shareholding in JSC SUSC authorized capital.

JSC SUSC authorized capital - 1 000 000.00 RUR.

OJSC NDPS share in JSC SUSC – 75 % (minus 1 stock) or 749 999 (seven hundred forty nine thousand nine hundred and ninety nine) items.

OJSC NDPS shareholding in JSC SUSC is approved by the Company’s Board of Directors (Protocol № 2 dd 29.08.2007).

 

OJSC NDPS  takes shareholding in SoyuzEnergoTRans LLC authorized capital.

SoyuzEnergoTRans LLC authorized capital » - 2 000 000.00 RUR.

OJSC NDPS share in SoyuzEnergoTRans LLC - 51 % at total nominal cost of 1 020 000.00 RUR.

Payment terms of the authorized capital – by funds in the amount of 1 020 000.00 RUR.

OJSC NDPS shareholding in SoyuzEnergoTRans LLC is approved by the Company’s Board of Directors (Protocol № 3 dd. 29.09.2008)

 

Rated and operating capacity of basic production facilities:

	Power system
	Rated capacity, MWt.

всего
	Operating capacity, MWt.

всего
	Conservation
	Including repairs
	Load, MWt,

	OJSC NDPS
	4.4
	4.4
	1,76
	0,88
	0,2-0,5


 

In 2008 the operating electric capacity was 2,6 MWt since diesel generators were .under conservation (DG № 1 from 15.06.06, DG № 5 from 03.04.06) The load reduction was caused by work stoppage by the big industrial customer - - coal quarry in stm. Novikovo.

DG № 5 was under repair since11.09.2008.

In OJSC NDPS  the diesel generators were installed:

	N
	DG type
	Starting Year 
	Capacity (mWt)

	1.
	DG - 72

	1978
	0,880

	2.
	DG - 72
	1978
	0,880

	3.
	DG - 72                               
	1990
	0,880

	4.
	DG - 72                       
	1986
	0,880

	5.
	DG - 72                               
	1988
	0,880

	total:
	 
	 
	4,400


 

Fulfillment of annual task on power production. Electric power production level as compared to the previous year

In 2008 power production was 2363.226K kWh that is 6,7% lower than in 2007. Power production plan is fulfilled by 93.08 %. 

 

Power production

	Electric power, mln. kWh 

	2007 
	2008
	Plan

	2,5
	2,4
	2,5


 

Power consumption for own needs.

In 2008 specific power consumption was – 31K kWh, that is 16K kWh lower than in 2007.

Fuel consumption analysis on power supply.

In 2008 specific consumption of fuel oil equivalent was:

	Fuel specific consumption

	fact 

2007 f.o.e./kWh,
	standard 

2008 f.o.e./kWh,
	fact 

2008 f.o.e./kWh,

	433,1
	449,6
	432,0


 

432.0 f.o.e./kWh, that is 17,6 f.o.e./kWh lower than the specified value and 1,1 f.o.e./kWh lower than the index of the previous year 

General characteristic of fuel supply, kinds of fuel supplied 

In 2008 fuel was supplied to OJSC NDPS according to the fuel supply agreement concluded with the fuel suppliers. The following diesel fuel grades were supplied: Low viscosity marine fuel (LMF), Summer grade diesel fuel.

To provide the power station with fuel the supply agreements were concluded with RN-Vostoknefteprodukt LLC and SpetsTechPostavki LLC. 

In 2008 the average fuel cost under the agreements is – 27 144.3 RUR (including VAT). Actually 694.7 tons were shipped under the agreements within the period from January 01.2008 till in the amount of 18 857.2 th. RUR including VAT.

Fuel was transported by customer by road to Novikovo.


In 2008 fuel was purchased on competition bases. Quarterly the open request for quotations for potential suppliers was performed.

The main criteria were the minimum price offer providing the offer and offered products comply with the request for quotation.

In 2008 Company purchased fuel both on the advance basis and delay of payment (advancing delivery).

 

12.3. OJSC NDPS main financial results
 
All power produced by OJSC NDPS is purchased OJSC Sakhalinenergo under the sales and purchase agreement.

OJSC NDPS sales revenue is made up on the basis of power sales and purchase agreement.

In 2008 the volume of sales under the main activity was 29.272 mln. RUR on the basis of the REC approved rate in 13.094 RUR/ kWh 

Also the index on page 10 of Profit and Loss Report contains profit received under the tenancy agreement in the amount of 10,1 th. RUR.

Thus, in 2008 the volume of returns on the part of OJSC Sakhalinenergo in OJSC NDPS returns total volume made up 99.996%.

In 2007 sales revenue (net) made up 28,560 mln. RUR at the rate of 11.98 RUR. Thus, in 2008 dynamics for income increase by 712 th. RUR is observed. 

In 2008 OJSC NDPS production program is made up considering power production analysis of 2007. in 2008 production made up 2,234 mln. kWh, reduction to 2007 is 6.29 %.

Main activity production cost was 31.831 mln.. RUR., that is 18,65% higher than actually in 2007. as compared to 2007 the significant growth of production cost was caused by diesel fuel price increase. In 2008 the fuel costs were increased by 22.16 %.  

Resulting from the production activity the gross profit was equal to 2,559 mln. RUR. in 2008. (Loss).

Profit before tax is -0.551 mln. RUR (Loss).

In 2008 taking into account the taxes and other similar payments the activity financial result was -0,591 mln. RUR (Loss). 

Indexes comparative analysis in 2007 – 2008

	Index
	For the same period last year 
	For the reporting period
	Variance 

	Revenues (net) per common types of activity, thousand RUR
	28 560
	29 272
	+ 712

	Main production costs 
	25 895
	31 831
	+ 5936

	Gross profit
	2 665
	- 2 559
	-5 224

	Other earnings
	317
	2 412
	+ 2095

	Other earnings
	771
	404
	- 367

	Before-tax profit 
	2 211
	- 551
	-2762

	Net profit
	1 524
	- 591
	-2115


 

12.4. OJSC NDPS investment results
 
On December 24, 2007 “OJSC NDPS Strategic Development Program” and “Investment Offer to Purchase 2 New Diesel Generators” were agreed by OJSC NDPS Board of Directors. The General Director was authorized to define the financing sources to invest the project.

Different options of the project financing sources were considered including the borrowing and (or) leasing opportunity to purchase the new equipment to realize the new investment program. 

After negotiating with Sakhalin Administration and Korsakov district Administration the financing source was defined to purchase 2 new DG – at the expense of Sakhalin oblast budget..

Currently at the expense of Sakhalin Administration the equipment was purchased into Korsakov district Administration acquisition:

- Diesel generator DG САТ 3406 - 0,256MW, year of manufacture 2008

- Diesel generator DG САТ С18 - 0,508 MW, year of manufacture 2008
The new DGs will be commissioned after installing (mounting to OJSC NDPS electric power system) and pre-commissioning in the 2ns quarter of 2009.

Section 13. Contact information for stockholders and investors 

 

Open Joint Stock Company Energetics and Electrification “Sakhalinenergo”

(OJSC “Sakhalinenergo”)

	 
	Address: 693000, Russian Federation,

Yuzhno-Sakhalinsk, Komunisticheski av., 43

Mailing address: 693000, Russian Federation,

Yuzhno-Sakhalinsk, Komunisticheski av., 43

Tel.: 
(4242) 78-23-59

Fax:
(4242) 78-22-00

Email:
 sah@sahen.elektra.ru
Website: http://www.sahen.elektra.ru



Bank details:

INN - 6500000024

Settlement account 40 702 810 5460204  01021 

In JSC JSCB Rosbank Sakhalin branch, Yuzhno-Sakhalinsk 

Correspondent account 301 018 108 0000 0000 706 

БИК 046401706
 

Company’s Liaison in charge of work with stockholders and investors:

Dmitri Konstantinovich Egay– Acting Head of Corporate Policy Department – Chief of Corporate Management Office
Tel.: (4242)78-23-00

e-mal: edk@sahen.elektra.ru
Andrey Sergeevich Telegin – Head of Department of Sterategic Development Tel. 78-23-36; ф. 78-25-13; e-mail: tas@sahen.elektra.ru
 

Company’s Auditor:   

Name:                 
          


RSM Top-Audit LLC

Address: 
             


Building 4, 5 Entuzastov highway, Moscow, 111024
Tel./fax: 


         

(495) 363-28-48, 981-41-21

e-mai:                               


mail@top-audit.ru

Auditor’s license details:

License number:                 


Е004827
Issue date 

           


01.08.2003
Expiration date: 

           

01.08.2013
Issued by:                      


Ministry of Finance of Russian Federation
 
Company’s Registration Office: 

Name: 

                          

Closed Joint Stock Company "Reestr А-Plus" 

Address:            



50 Kommunisticheskaya str., Novosibirsk
Tel., fax: 




(383) 218-76-77, 218-76-79

e-mail:                            


reap@reap.ru
License number: 
   


10-000-1-00256 

Issue date: 




September 17, 2002

Expiration date: 



non-expiry

Issued by:                     


Federal Financial Markets Service of Russian Federation

Issuer’s registered securities are 

registered by the abovementioned Registration Office: 
02.12.2008
Annex №1. Summary and Report of Company’s Auditing Committee

The Statement of audit commission of OJSC “SakhalinEnergo”

at the 2008 year-end 

Yuzhno-Sakhalinsk 








     April 30, 2009

According to decision of audit commission (minutes of the meeting of audit commission dated 20.03.2009# 4), the audit of financial and economic activities of OJSC “SakhalinEnergo” at the 2008 year-end  was carried out on the commission of: the chairman of audit commission – Koptyakov S.S., the members of audit commission Faerman N.A., Vasilevskaya I.N., Kartseva D.A. 

The auditor of LLC “RSM Top-Audit” Company, elected by the General meeting of shareholders (Minutes dated May 19,2008) carried out the accounting reports audit of the Company over a period from January 1st, 2008 till December 31st, 2008 (audit report # EK-589 dated 02.03.2009). According to the auditor’s opinion the accounting statement of OJSC “SakhalinEnergo” gives a true and fair view of the financial situation as of December 31st, 2008 in all essential terms and also the results of financial and economic activities over a period from January 1st, 2008 till December 31st, 2008 inclusively in accordance with requirements of Russian federation legislation in the part of accounting reports preparation. 

The audit was carried out from 25.03.2009 till 27.04.2009.

The review of submitted original documentation is carried out by the sample method.

During the 2008 year the Company received the proceeds from sales of goods, works and services in amount of 4 547 896 thousand of rubles, including electrical energy – 3 427 651 thousand of rubles and heat energy – 769 thousand of rubles.

The production cost of goods, works and services comes to 5 048 167 thousand of rubles, the loss in accounting period was (500 271) thousand of rubles.

Other income came to 884 733 thousand of rubles, including interest receivable – 2 838 thousand of rubles, subsidies for differential in rates – 627 519 thousand of rubles, income for the prior years – 7 830 thousand of rubles.

Miscellaneous costs targeted for the 2008 year is thousand of rubles, actual costs amounted 423 627 thousand of rubles, including outstanding interest – 161 495 thousand of rubles, bank services – 9 287 thousand of rubles, undistributed deficit of prior years – 11 764 thousand of rubles, remission of debt, unreal for recovery amounted 25 420 thousand of rubles. The loss from remission because of emergency conditions – 7 721 thousand of rubles. 

For the 2008 year the Company received a loss in amount of 56 353 thousand of rubles, the receipt of income or loss in 2008 year wasn’t preplanned. 

Balance sheet asset of the Company as of December 31, 2008 amounted 6 051 313 thousand of rubles. Net asset value as of December 31, 2008 amounted 3 546 380 thousand of rubles. 

financial solvency and liquidity of the Company as of 31.12.2008 is defined by the following data:

· equity-assets ratio was 0,59 that is higher than recommended value by a 0,09 (>0,5);

· absolute liquidity ratio was 0,14 that confirms the  recommended value (0,1-0,7);

· acid test ratio – 0,653 that is lower than recommended value 0,347 (>1);

· current liquidity ratio – 0, 837 that is lower than recommended value (1,5-2).

Relationship between accounts receivable and payable as of the end of 2008 year was 0,85.

According to the defined ratio of the OJSC “SakhalinEnergo” as of 31.12.2008 it is observed the deterioration in financial position, reduction in liquidity of assets. 

As of 31.12.2008 the total amount of accounts payable has increased by 57 432 thousand of rubles as against the beginning of the year and amounted 765 977 thousand of rubles, including customers and consumers 501 489 thousand of rubles, among which is electrical energy – 260 874 thousand of rubles, heat energy – 96 519 thousand of rubles, other customers and consumers – 144 096 thousand of rubles. The paid out advances - 103 112 thousand of rubles, other debtors – 160 376 thousand of rubles.

As of 31.12.2008 accounts receivable has increased by 210 947 thousand of rubles as against the beginning of the year and amounted 901 377 thousand of rubles, including debt to: electricity suppliers – 14 672 thousand of rubles, construction companies – 20 729 thousand of rubles, maintenance organizations – 64 749 thousand of rubles, coal suppliers – 13 881 thousand of rubles, other suppliers and contractors – 82 931 thousand of rubles; salary accruals – 109 184 thousand of rubles, debt to State non-budgetary funds – 31 261 thousand of rubles, debt to budget – 101 983 thousand of rubles, received advances – 260 433 thousand of rubles, bills payable – 150 000 thousand of rubles, other creditors – 51 554 thousand of rubles.

According to the carried out audit and considering opinion of the Company’s auditor the audit commission has sufficient ground to confirm the reliability of data, contained in annual report of the Company and annual financial statements.


The chairman of audit commission of 






OJSC “SakhalinEnergo”







Koptyakov S.S.

Annex №2. Summary of Company External Auditor 

RSM Top-Audit

54, B. Ordyna Str., bild. 2, Moscow, 119017

t/f: + 7 (495) 363 2848, +7 (495) 981 4121

www.top-audit.ru
E-mail: mail@top-audit.ru
02.03.2009
EL – 59

Accounting reporting

audit  report
2008

to STOCKHOLDERS

of  Open Joint Stock Company “Sakhalinenergo”

Auditor:

Limited Liability Company “RSM Top-Audit”.

Legal address: 5, hr. Entuziastov, bild. 4, Moscow, 111024

Post address: 54, B. Ordyna Str., bild. 2, Moscow, 119017

Telephone: (095) 363-2848, fax: (095) 363-2848.

INN 7722020834

State registration certificate of April 02, 1992 # 360.640 issued by Moscow registration chamber/

Audit activity license # E 004827 issued on the basis of Ministry of Finance Order of August 01, 2003 # 38.

The present license is valid till August 01, 2013.

FSB Management License of Russia in Moscow and Moscow region # GT 002233 of December 14, 2007, till December 14, 2012.

LLC RMS Top-Audit is a member of

- Audit chamber of Russia (ACR);

- Professional Auditor Institute (PAIR).

Audited entity:

Open Joint Stock Company “Sakhalinenergo” (abbreviation OJSC “Sakhalinenergo”).

Location: 43, Kommunisticheski ave., Yuzhno-Sakhalinsk, RF, 693000

Main state registration number 1026500522685 (certificate series 65 #  000138217), date of state registration –June 21, 1993.

We audited accounting reporting of OJSC “Sakhalinenergo” for the period from January 01 till December 31, 2008.

Accounting reporting of the organization OJSC “Sakhalinenergo” includes:

· accounting balance-sheet;

· income and expenses report;

· attachments to accounting balance-sheet and income and expenses report;

· explanatory note.

Executive department of the organization OJSC “Sakhalinenergo” is responsible for preparation and submission of the accounting reporting.

Our responsibility is to offer our opinion, concerning faithfulness of the submitted report in all aspects and in accordance with accounting management of the Russian Federation Legislation on the basis of the audit.

We audited in accordance with:

· Audit Activity Federal Law;

· Federal Rules (standards) of audit activity (approved by Government Regulations of the Russian Federation of September 23, 2002 # 696);

· Domestic rules (standards) of audit activity of accredited professional organization NP “Auditorskaya Palata Rossii”;

· Domestic rules (standards) of audit activity LLC “RSM Top-Audit”.

Audit was planned and made in a way to get reasonable assurance the accounting reporting has no essential corruptions.

Audit was made on a selective basis and comprised investigation on the basis of proof testing confirming the value and disclosure of preparation methods of accounting reporting information of financial and economic activities, estimation of principles and methods of accounting reporting, determination of main assessed value received by the management of audited entity, and also the value of the accounting reporting concept. We consider the completed audit provided sufficient grounds for offering our opinion, concerning faithfulness in all essential aspects of accounting reporting and compliance of accounting reporting rules with the Russian Federation Legislation.

We consider the accounting reporting of OJSC “Sakhalinenergo” shows financial situation on December 31, 2008 credibly in all essential aspects and results of financial and economic activities over a period from January 01 till December 31, 2008 in accordance with requirements of the Russian Federation Legislation related to preparation of accounting reporting.


Deputy Director General





E.Z. Shokhor

Financial audit manager





N.D. Demidas

Qualified certificate of the auditor #

K 025960, giving the right to provide

common audit activity, issued in accordance 

with the order of Ministry of Finance 

of April 10, 2006 # 120, period of validity 

is not limited.

Annex №3. Financial reporting, notes and comments

Attachment

To RF Ministry of Finance 

Of 22 July 2003 # 67 n

Accounting balance-sheet


on 31 December 2008

Organization OJSC “Sakhalinenergo”
Tax payer identification number

Type of activity
industry

Form of incorporation/form of ownership

Unit
thous. RUR

Location [address] 43, Kommunistichesky ave., Yuzhno-Sakhalinsk, Sakhalin Region

Confirmation date

Date of sanding [acceptance]

	ASSET
	Note
	Code
	At the beginning of accounting year
	At the end of accounting year

	1
	A
	2
	3
	4

	1. FIXED ASSETS

Permanent assets

Construction in progress

Long-term financial investments

Deferred tax assets

Other fixed assets

TOTAL per section 1
	
	120

130

140

148

150

190
	4 142 973

316 283

150 775

51 827

-

4 661 858
	4 270 815

352 359

150 775

60 735

-

4 34 684



	II. CURRENT ASSETS

Reserves

Obtained values VAT

Debts receivable (payments are expected more than  12 month after balance sheet date)

Debts receivable  (payments are expected within 12 month after balance sheet date)

Short-term financial investment

Monetary assets

TOTAL per section II

Balance
	
	210

220

230

240

250

260

290

300
	281 286

15 262

-

627 496

20 000

92 212

1 036 56

5 698 114
	269 390

10 820

-

736 005

30 000

170 414

1 216 629

6 051 313


	LIABILITIES
	Note
	Code
	At the beginning of accounting year
	At the end of accounting year

	1
	A
	2
	3
	4

	III. CAPITAL AND RESERVES

Authorized capital

Possessed stocks , bought out from stockholders

Additional capital

Allocated property settlements

Reserve capital

Undistributed profit for previous years

Uncovered loss for previous years

Undistributed profit of accounting year

Uncovered loss of accounting year

TOTAL per section III

IV. LONG-TERM LIABILITIES

Loans and credits

Deferred tax liabilities

Other long-term liabilities

TOTAL per section IV

V. SHORT-TERM LIABILITIES

Loans and credits

Accounts payable

Income payment arrears to partners (shareholders)

Income for further periods

TOTAL per section V

BALANCE


	
	410

415

420

423

430

460

465

470

475

490

510

515

520

590

610

620

630

640

690

700
	294169

-

4 471 852

-

44 125

-

(1 207 879)

-

-

3 602 267

791 569

64 958

-

856  527

539 325

690 430

759

8 806

1 239 320

5 698 114
	2 941 691

-

1 818 772

-

44 125

-

(1 202 322)

-

(56 353)

3 545 913

996 321

75 099

-

1 071 420

531 378

901 377

758

467

1 33 980

6 051 313



Director






I.A. Butovski

Chief accountant





I.B. Popova

Profit-and-loss report

for 12 months of 2008

Organization Sakhalinenergo

Tax payer identification number

Type of activity


Form of incorporation/form of ownership

Unit
thous. RUR

	Index name
	Note
	Code
	Accounting period
	The same period of the previous year

	1
	A
	2
	3
	4

	1. Income and expenses - common activities

Goods sales, production, works, services earnings (net), (exclusive of value-added tax, excises and similar compulsory payments), 

including sales tax:

Prime cost of sold goods, production, works, services

Total profit

Selling expenses

Management expenses

Sales profit (loss)
	
	010

020

029

030

040

050
	4 547 896

(5 048 167)

(500 271)

(500 271)
	4 225 167

(4 339 162)

(133 995)

(113 995)

	II. Other income and expenses

Interest receivable

Interest payable

Other organization income

Other income

Other expenses
Income (loss) before taxation

Deferred tax asset

Deferred tax liability

Current profit tax

Other similar compulsory payments

Profit (loss) - common activities
	
	060

070

080

090

100

140

143

144

145

146

160
	2 838

(161 495)

-

881 895

(262 132)

(39 165)

9 537

(10 654)

(14 296)

(1 775)

(56 353)
	74

(147 346)

-

616 971

(304 066)

51 639

(24 720)

16 517

(46 712)

(5 413)

(8 690)

	Net profit (undistributed profit (loss) of accounting period
	
	190
	(56 353)
	(8 690)

	FOR REFERENCE ONLY

Recurrent Tax Liabilities  (assets)
	
	200
	24 812
	42 521


	Index name
	Note
	Code
	Accounting period
	The same period of the previous year

	1
	A
	2
	3
	4

	FOR REFERENCE ONLY

Recurrent Tax Liabilities  (assets)

Basic earnings (loss) per share

Diluted earnings (loss) per share
	
	200

201

202
	24 812.0000

0.0000

0.0000
	42 521.0000

0.0000

0.0000


BREAKDOWN OF SEPARATE PROFITS AND LOSSES

	Index name
	Note
	Code
	Accounting period
	The same period of the previous year

	1
	A
	2
	3
	4

	Fines, penalty fees and penal sums, acknowledged or according to which court decision (arbitration court) awarded                                               profit

                                                            loss

Previous years’ profit (loss)               profit

                                                            loss

Reimbursement of losses, caused by non fulfillment or undue fulfillment of liabilities            profit

                                                             loss

Foreign exchange transaction differences      profit

                                                                        loss

Payments to assessed reserves             loss

Receivables and payables relief, with expired limitation period                                  profit

                                                             loss
	
	210

211

220

221

230

231

240

241

250

260

261
	21 796

12 748

7 830

11 764

29 972

1

25 420
	4 434

1 941

18 982

33 428

81 049

494

20 273



Director






I.A. Butovski

Chief accountant





I.B. Popova

Annex №4. Press Releases Reporting on the Latest Corporate Events 

 

The Head of RAO “UES of Russia” East Power Systems Business Unit arrived in Sakhalin 

Yuzhno-Sakhalinsk, - I. Blagodyr, Managing Director of RAO “UES of Russia” East Power Systems Business Unit arrived in Sakhalin on a working visit. Within three days he is planning to hold the business meetings. The principle meetings will be at Sakhalin Administration. 

Tomorrow the Head of RAO “UES of Russia” East Power Systems Business Unit is meeting with A. Khoroshavin, Governor. I. Butovsky, General Director of JSC Sakhalinenergo will also take part in this meeting. Both parties are planning to discuss how to finance JSC Sakhalinenergo investment plans in 2008-2009, the options on attracting investments to upgrade Sakhalin electric power system specified by Federal Target Program “Social and Economic Development of Far East and Trans-Baikal till 2013” as well as a number of important items regarding the reliable power system operation

Besides, I. Blagodyr intends to have business meetings with JSC Sakhalinenergo executives and visit several production facilities of the Company. On March 6 the Managing Director of RAO “UES of Russia” East Power Systems Business will leave the island.

 

I. Blagodyr and A. Khoroshavin discussed the implementation of Sakhalin power system development projects

Yuzhno-Sakhalinsk, March 6 – I. Blagodyr, Managing Director of RAO “UES of Russia” East Power Systems Business Unit met with Governor A. Khoroshavin in the Sakhalin Administration office. According to the plan the participants discussed the ways of financing JSC Sakhalinenergo investment plans in 2008 as well as, in general, the items of implementation of basic development projects for Sakhalin power system, included Federal Target Program (FTP) into the “Social and Economic Development of Far East and Trans-Baikal till 2013”.

In compliance with FTP the investment projects implementation is to start since 2008. The main condition is to co-finance them at the expense of both federal and regional budget funds and extra budgetary sources. So the main subject at the meeting was the discussion how to recover the extra budgetary resources deficit required for current implementation of JSC Sakhalinenergo investment projects (included into FTP). This is the feasibility study for construction of Yuzhno-Sakhalinskskaya CHP-1 gas 4th power unit, the design and exploration works to construct a number of electric power facilities, upgrading the makeup unit required for more successive operation of the main heat tracing 3rd phase in Yuzhno-Sakhalinsk, and a number of arrangements necessary for reliable operation of power system during autumn and winter periods.

The curtain agreements related to the sources and means of OJSC Sakhalinenergo financing were resulted from the negotiations. It will allow Company to fulfill the indented plans in full scope. It will provide to follow the FTP implementation schedule and to pass the peak load in a reliable way to 2008-2009.

 

Sakhalin Administration and RAO “UES of Russia” signed the Agreement on Developing the Electric Power System on the Island.
Yuzhno-Sakhalinsk, March, 27 - A. Khoroshavin, the Governor of Sakhalin, A. Chubais, RAO “UES of Russia” Chairman of Management Board and I. Butovsky, JSC Sakhalinenergo GD signed the Agreement on developing the electric power system on the island and providing reliable power supply for consumers. The signed document is one stages of RAO “UES of Russia” wok aimed to develop electric power industry in Far East district in accelerated way.

According to forecasts, in the region power consumption will grow practically twice by 2015: from 2.8 bln. kWh in 2007 till 5.6 bln. kWh as per minimum, and 5.7 bln. kWh as per maximum scenario of the regional development. Such growth mainly is caused by the rapid development of oil and gas production in Sakhalin.

To cover the power consumption growth and to provide the Sakhalin consumers with reliable power supply in 2008-2013 it is planned to commission new generating capacities in 446 mW. In particular, the additional power unit with capacity of 116 mW on electric and 382 GKal/h on heating power at Yuzhno-Sakhalinskskaya CHP-1. The construction of Sakhalinskaya GRES-2 with capacity of 330 mW will allow to replace the retired capacities of Sakhalinskaya GRES. 

In the distribution network complex of Sakhalin there will be commissioned 487.8 km of transmission lines of different voltage and stations capacity will increase by 178MVA. 

The total financing volume of invested into Sakhalin electric power complex development will exceed 36.7 bln. RUR where over 27.8 bln. RUR is to sent to generation development and 8.9 bln. RUR into power  supply network complex.

 

An annual stockholders meeting at OJSC Sakhalinenergo

Yuzhno-Sakhalinsk, May 21 - An annual stockholders meeting has been held at OJSC “Sakhalinenergo” where the series of issues have been presented for discussion. I. Butovsky, OJSC Sakhalinenerg GD and other officials participated in this meeting. 

Stockholders with over 90% appearance have examined and pass a Company’s annual report based on the results of financial year 2007, including the P&L report, the restated Charter and have elected an Auditing Committee and new Board of Directors of Joint Stock Company

At the stockholders meeting has been decided not to pay the “Sakhalinenergo” common stock dividends caused by losses of preceding years in the amount of 8 mln. 690K RUR.

The members of newly elected Board of Directors are: S.G. Sheredkin - First Vice-Governor of Sakhalin Region, Y. N. Zhukov – Deputy Managing Director of Business-Unity #1 OJSC RAO “Russia UES”, I.A. Butovski – Director General of OJSC “Sakhalinenergo”,  O.V. Evseenkov – Cief Executive of Business-Unity #1 OJSC RAO “Russia UES”, I.N. Tsvetkovs – Senior Adviser of Branan LLC, O.A. Misevra – President of “Management Company “Sakhalinugol” LLC, I.M. Vitenberg – the representative of Investment Company “Energoinvest” LLC,

“RSM Top-Audit” LLC has been approved as a Company’s Auditor for 2008.

 

I. Butosvky: About 460 mln. rubles are planning to be spent for coming autumn and winter peak demand
Yuzhno-Sakhalinsk, June 23 – Sakhalinenergo is preparing its facilities for new autumn –winter peak demand according to schedule. The arrangements are supported material and technocal resources, the agreements concluded with repair contractors. I. Butovsky, Company GD, informed Sakhalin journalists at the press-conference. He noted that according to the overhaul and mean maintenance schedule these operations intended to be performed at 2 boiler units and 2 turbo-generators of Sakhalinskaya GRES and Yuzhno-Sakhalinskaya CHP-1, along 500 km of all-class voltage transmission facilities and on main equipment of 51 substations.

Company indents to spend about 460 mln. RUR to prepare for winter period but the financial situation is seriously complicated by the scarcity of funds. According to I. Butovsky in this year the Company actual power production costs exceeded greatly the rate growth determined as 7.2% for 2008. Thus, the year to date railway service increased by 30%, cable products – by 30% at the average. The prices for coal which makes up over 50% within the cost structure, have increased by 8.2 %, that is more than the growth specified by Sakhalinergo rate

Under condition of extreme rate scarcity according I. Butovsky, Sakkalinergo current activity mainly depends on timely and complete payments for energy supply. Repairs financing can be reduced significantly until consumers pay debts for electric supply consumed. From the beginning of the year they increased by 101 mln. RUR and as of June 01 were equal to 340 mln. RUR.

The biggest non-payer is the housing and utilities sector. HUS enterprises run into debt 140 mln. RUR and this amount increased by 65 mln. RUR since the beginning of the year “Currently, the Oblast Administration is rendering assistance for HUS enterprises in payments for energy supply consumed. We hope that the problem will be solved otherwise we’ll have to finance the repair arrangement by 395 ml, RUR, but not by 460.  mln. There are no other sources except for energy supply payments, so non payers destroy the electric power system reliable operation”, - noted I. Butovsky.

Population arrears increased by 134 mln/ RUR since the beginning of the year. To reduce the arrears made by population the power men had to apply the most disadvantageous measures – to stop power supply according to the legal plan, since the attempts to recover the debts by judicial means are becoming less efficient at the stage of execution proceeding. Hence, within 5 months of this year Ssakhalinenergo sent to the court bailiff service of Sakhalin more than 2000 enforcement orders (judicial awards on unconditional indebtedness recovery) to the amount of 8.1 mln. RUR. Only 170 sheets to the amount of 800K RUR are executed.

This year the capital investment projects related to Sakhalin energy power system development will be finance to the amount of more than 800 mln. rubles.
Yuzhno-Sakhalinsk, June 24 – JSC Sakhalinenergo supported by RAO “UES of Russia “ and Sakhalin Oblast Administration keeps working over Company investment projects to develop Sakhalin energy power system and increase the reliability of power supply for consumers. I. Butovsky, Energy Company GD informed about that at the press-conference.

He reminded that the main projects, namely the construction of Sakhalinskaya GRES-2 and the 4th power unit of Yuzhno-Sakhalinskaya CHP-1, the construction and upgrade of electrical grid complex facilities  are included into the Federal Target Program (FTP) “Economic and Social Development of Far East and Trans-Baikal up to 2013”. According to FTP the amount of investments for Sakhalin energy system is about 36 bln. RUR. To implement investment projects there successfully the Agreement on-cooperation in the island energy system development was concluded between RAO “UES of Russia”, Sakhalin Administration and OJSC Sakhalinergo.

According to I. Butovsky, under FTP in the region it is necessary to find the extra budgetary money in the amount of at least 8 bln. RUR. This challenge hasn’t been solved yet: the parties failed to entice the strategic investors represented by JSC Rosneft and JSC Gasprom. As the result the essential scarcity of investment resources remains. On the of the problem solutions not effecting the rate may become FTP adjustment to increase the state equity contribution into the development of the island energy system. The corresponding proposals are forwarded to the Russian Federation Government.

The Federal Target Program started to implement. “The investment program scarcity for 2008 was equal to 335 mln. RUR under the shortest arrangements list. To mid spring we didn’t understand how to close it. However, resulting from negotiations, one part of the amount required was taken upon RAO “UES of Russia”, another one – upon Sakhalin Administration” – said I. Butovsky. Thus, up to the end of this year, the Sakhalinenergo investment program implementation will be financed in the amount of more than 800 mln. RUR on the basis of Company own resources as well as regional budget. There resourced will be spent for construction of the 4th power unit of Yuzhno-Sakhalinskaya CHP-1, construction and preparation of specifications for construction of a number of electrical grid facilities, construction and expansion of electric power plants ash dumps and others.

However, now, according the energy company deputy director, there is a question – what the extra budgetary source will be the next year, but this is 1 bln. RUR out of 1.5 bln. RUR? The probability of strategic investor coming is very low, the Federal Target Program adjustment is not guaranteed. But there are options and there is positive experience of similar problem solution through Sakhalin Administration participation in 2008. According to Butovsky I., the system cannot do without such financial support the next year.

As OJSC Sakhalinenergo Head noted, it was very important to keep continuing implementation of investment projects next year. It is expected to develop 2 generation projects: it is planned to order the equipment for 4th power unit of Yuzhno-Sakhalinskaya CHP-1 as well as making feasibility study for GRES-2 construction, commencing construction of a number of high-voltage transmission lines. Failure of this work will cause the failure of total FTP implementation that will result the rejection in financing the projects from the federal budget, which is to start in 2010. The importance of the problem and the consequences are evident. All participants involved into this process realize the situation and it is hopeful that it will be solved.

In conclusion I. Butovsky reminded that RAO “UES of Russia” would complete its business activity on June 30. However, according to him, this event will not affect Sakhalinenergo activity since newly established JSC RAO “UES of East” is its legal successor. I. Butovsky expressed confidence that establishing Far East energy systems holding would allow putting forward and solving of the regional problems more accented. «All Far Eastern energy supply companies have the problems who to realize additional capital stock issues to entice the state and, possibly, private investments provided by FTP. Minority stockholder are presented everywhere and often they are against additional issues. As the result there is a necessity to solve this problem in a system, that JSC RAO “UES of East wants to do”, - noted I. Butovsky. According to him, as an option, the united center to attract investments for Far Eastern systems has been determined – this is JSC DVEUK, 100% subsidiary of JSC RAO “UES of Russia”. It is planned that investments will to come into JSC DVEUK through Company additional stock issues and then will be sent to Sakhalinenergo. The monitor system for intended use of the funds received will be formed jointly with Sakhalin Administration. Such approach will allow solving of the key items on attracting the budget resources with authorized federal authorities in integration, taking into account resources and consolidated experience of all energy supply systems in the Far East.  This option has been considered by Boards of Directors of JSC RAO “UES of Russia” and forwarded to Sakhalin Oblast Administration.

 

JSC RAO “UES of Russia” competes to exist.
Yuzhno-Sakhalinsk June 30 – Toady the biggest world electrical and energy monopoly JSC RAO “UES of Russia” completes to exist. Thus, one of the most important stages of electric power industry state reform has been completing since 2003.

Established in 1992, JSC RAO “UES of Russia” has made the distance from the company working under deepest financial crises up to the blue chips of the securities market with capitalization over $50 billion. Within 15 years of its activity лет JSC RAO “UES of Russia Именно” commissioned 25 thousand mWt powers, tens of thousands kilometers of transmission lines.

The Company Board of Directors held over 500 meeting where 5000 items were considered; top managers flight hours were equal 500 000; almost 10000 babies were born in families of the energy holding.

In the process of JSC RAO “UES of Russia” reform caused by necessity to attract massive investments into the electrical energy industry development, a complete new industrial structure was established: there was a division into competitive and monopolistic activity categories. Private owners were covered by competitive sectors but the state reserved control under infrastructure organizations.

The reform allowed attracting of the new owners into the thermal generation, who invested nearly 900 bln. RUR into the native electric energy industry. These particular resources are being sent to fulfill JSC RAO “UES of Russia” five-year investment program under which over 43 thousand megawatt of new generating capacities will be commissioned before 2012. In this case all re-lead-in powers will operated at the competitive wholesale market which, currently, is one of the most promoted modern and effective electrical energy markets in the world.

The next day JSC RAO “UES of Russia” is no more a legal entity, bit its legal successors remain to be in the industry: six wholesale generating companies (WGC), 14 territorial generating companies (TGC), Rus Gidro, Federal network company, System operator, Holding MRSK, “RAO Energy power systems of the East” and INTER RAO UES. There particular companies will move in the direction of creating new market Russian electric power industry with renewed energy and resources

 

The meeting on gasifying the station at Yuzhno-Sakhalinskaya CHP-1.

The representatives of JSC Sakhalinenergo, Sakhalin Administration and JSC Gazprom discussed the possible terms as well as the gas quantity to be delivered for Yuzhno-Sakhalinskaya CHP-1 demands. 

Yuzhno-Sakhalinsk, October7 октября – At Yuzhno-Sakhalinskaya CHP-1 there was a meeting held devoted to heat power plant gasification where Sakhalinenergo, Sakhalin Administration and JSC Gazprom took part. The Gazprom representatives confirmed the Company capabilities and readiness to supply blue fuel for Sakhalinenergo demands. On this basis the participants discussed the approximate starting date as well as supply of natural gas supply to Yuzhno-Sakhalinskaya CHP-1 and made an arrangement to conclude the corresponding Agreement in the nearest future. Last weekend JSC Gazprom delegation visited Yuzhno-Sakhalinskaya CHP-1. The visit started with an excursion on main industrial facilities. The Gazprom representatives made acquainted with existing scheme of station fuel supply, commencing the coal receiving station and completing boiler units control systems. When examining the facilities the special attention was drawn to processing and ecological advantages of the station changeover to natural gas operation. 

After excursion there was a meeting where I. Butovsky, Skhalinenergo GD, V. Tikhonkikh, Head of Direcorate on Gasification and Advanced Development of Sakhalin Oblast and Head of Eastern Projects Coordination Department of JSC Gazprom discussed a number of key items related to CHP-1 gasification. First of all, the Gazprom representatives confirmed again capabilities and readiness to supply the natural gas in the amounts required for the station demands. The parties defined the approximate starting date of gas supplies as well as amounts on the basis of Sakhalinenergo demands and Gazprom potentialities. According to I. Butosvky, when implementing the project on CHP-1 gasification according to the priority option (the construction of 4th power unit and staged changeover of the existing boiler units to gas operation from 2010 till 2014), in 2011 CHP-1will require 130 mln. m³ of gas. By 2015 the gas consumption will increase by 700 mln. m³ per year. 

The meeting participants agreed to sign the gas supply agreement to CHP-1 as well as to enter upon the extensive discussion regarding to the gas price and conclusion of the long-term gas supply contract.

 

Final inspection.

Special commission began the final inspection of Skhalonenergo facilities for the new autumn and winter peaks.

Yuzhno-Sakhalinsk, November 6 – The final readiness assessment of Sakhalinenergo facilities for the autumn and winter peaks (AWP) in 2008-2009 started. The result is to issue the Certificate of Readiness for new AWP.

The inspection is carries out by the special commission consisting of the representatives of JSC RAO Energy Systems of the East, representative body of the Russian Federation President n the FEFD, Sakhalin Oblast Administration, Rosprirodnadzor Directorate on Sakhalin region, MChS Directorate on Sakhalin region and regional Vostokenergonadzor. representative body. The commission is headed by Mikhail Shukailov, the first GD Deputy on production operations – operating director of JSC RAO “Energy Systems of the East.

The readiness of Skhalinenergo to coming peaks loads will be estimated due to several criteria: level of compliance with repair and investment program, availability of the required amount of fuel and material and technical resources, the personnel qualification and many others. The commission is planning to visit the Sakhalinenergo main facilities such as Sakhalinskaya GRES, Yuzhno-Sakhalinskaya CHP-1, “Distributions mains” subsidiary, Energosbyt.  The commission is expected to complete its work on Friday, on November 7. 

Skhalonenergo readiness for AWP is confirmed.

Skhalonenergo received the Certificate of Readiness for autumn and winter peaks in 2008-2009.

Yuzhno-Sakhalinsk, November 7, – Sakhalinenergo received the Certificate of Readiness for peak loads in 2008-2009. The special commission headed by Mikhail Shukailov, operating director of JSC RAO “Energy Systems of the East conformed that the Company had fulfilled all the requirements.

The inspection of readiness of Energy Company for autumn and winter seasons of 2008-2009 completed in Sakhalinenergo. The special commission consisting of the representatives of of JSC RAO Energy Systems of the East, representative body of the Russian Federation President n the FEFD, Sakhalin Oblast Administration, Rosprirodnadzor Directorate on Sakhalin region, MChS Directorate on Sakhalin region and regional Vostokenergonadzor. Representative body confirmed that the company had fulfilled main conditions on receiving the Certificate of Readiness for new peak loads.

The total amount of costs to provide the stable power supply for Sakhalinenergo consumers within autumn and winter period was about 450 mln. RUR. In compliance with the overhaul and medium maintenance plan these operations were performed at 2 boiler units and 2 turbo generators of Sakhalinskaya GRES and Yuzhno-Sakhalinskaya CHP-1. In electric grid complex 495 km of power lines of all-types voltage (including 165 km of PTL with 35-220 kV voltage) were repaired as well as the main equipment of 48 substations of medium and high voltage. The reserves of fuel and metrial and technical resources comply with standard indicators. The company personnel are also ready to operate under the peak conditions.

Sakhalinenergo Certificate of Readiness for new AWP was given to Igor Bytosky, Director. Mikhail Shukailov, the Head of the commission remarked that Sakhalinenergo personnel despite of many difficulties fulfilled all the assigned tasks, implemented all the activities for coming load peaks in a full and qualitative way. At the same time it was noted that the power equipment required much more investments. Rating amount of financing for repairs not complying with actual requirements does not allowed significantly decrease the risk if emergency during AWP especially when the weather conditions are becoming worse.

 

The cyclonic wind recovery is going on

The most Sakhalinenergo transmission lines operation damaged by the cyclonic wind have bee recovered. 

Yuzhno-Sakhalinsk, November 10 – More than 160 Sakhalinenergo and contracting repairing organizations specialists are involved into restoration of power supply to consumers which was damaged overnight since November 8 to 9 due to powerful cyclonic wind. Due to specified data the wind damaged more than 100 Sakhalinenergo transmission lines. By present the number of PRL shutdown decreased by 40, and the number of populated areas with damaged power supply reduced by 33. 

The powerful; cyclonic wind fallen in Sakhalin overnight since November 8 to 9 affected significantly Sakhalinenergo electrical lines. Due to the specified data the operation of 100 transmission lines with 6-220 kV capacity were damaged due to squally and sometimes hurricane wind. It caused the power supply damage in 48 populated centers of 7 municipal formations.

By present the number of PRL shutdown decreased by 40, and the number of populated areas with damaged power supply reduced by 33. 

We remind that the most damage occurred in the central part of the island. The most damaged facilities are in Tymovsk and Alexandrovsk-Sakhalinsky districts. 200 supports were beaten down in the Tymovsk district. Power supply in Alexandrovsk-Sakhalinsky district will be restored after the restoration of PRL-110 kw operation within the area from Tymovskaya substation till Alexandrovsk-Sakhalinskaya substation. Under the heaviness of overflow ice one of 25-meters ancher (stell) supports was broken down and the phases were ended off in several spans. To install a new span and replace the damaged phases it is planning by 18 hours on November 11 the socially significant facilities are supplied by the power of Sakhalinenergo diesel power station.

The cyclonic wind recovery is under special control of Sakhalinenergo administration as well as Sakhalin Administration. By present Sakhalinenergo 36 teams (130 employees) and 38 units of equipment are engaged in emergency recovery works. To recover power supply in the central part of the island 35 specialists and 10 units of equipment of contractors such as JSC Dalelectromontazh, Mehkolonna-68 LLC and JSC Dalvostokmontazh are engaged.

“Minor” energy system is extremely worn in Yuzhno-Sakhalinsk
Yuzhno-Sakhalinsk, November 21 – the second month of the heating season is coming to the end. The present the heating supply of the city is provided by in the normal operation mode: all residential buildings and social buildings are provided with heating. However, the operating staff of JSC SKK keeps working heavily eliminating damages arising from heating the worn within heat tracing. Today, in particular, the teams are engaged in repairing operations in the heat tracing areas of 1b Sportyvny street, 257 Komsomolskaya street, 293 Lenin street, 20Gorkogo street. The works are planning to be completed by the end of the working day. 

Meanwhile, JSC SKK specialists are summing up the failing results of commissioning heat supply system. This year about 108 mln. RUR were sent to repairs based on specified SKK rates. The program was realized with overfulfilment of the task: about 5 km of the most problem heating networks were replaced under the task of 4km. However, the number of damages in the pipelines wasn’t reduced. In previous October 90damaged were eliminated, against the current period – increased by 33. When eliminating outbursts the scope of works increased. For example, after supplying heating to the house at 3 Kurilskaya street, the utility employees faced a number of damages. After recovering one rapture and filling in the system with the heating medium the repair team discovered a new leakage adjacent to the heating pipeline area. As the result the pipe area over 70 m in length had to be replaced. The same situation was observed when repairing the heating pipelines areas at 4 Mira avenue, 250 Lenin street, 36 Tikookeanskaya street, 31-a Bumazhnaya street and many others.

Numerous raptures of the pipeline didn’t’ allow SKK to supply heat to all residential buildings in the regional center at the date when the heating season starts officially – on October 1, though, filling in the mains with the heating medium started two weeks before this date. To accelerate the repairing and recovering works the additional teams were established, all personnel worked in two shifts without days –off. As a positive factor, the company specialists noted the operability in getting consent to carry out the earth works. The municipal services employees and Civil Defense and Emergency department of Yuzhno-Sakhalinsk assisted actively. 

Alongside with that when commissioning the heat supply system the utility service employees had to solve the problems they were not responsible for. Often the garages, fences and even the capital construction facilities prevented to start repairing the heat pipelines, and after stripping works it was discovered that communication cable were laid illegally that violated the protection rules for facilities locating over pipes with heating medium.

During the period of commissioning SKK accepted for lease over 100 remote elevating units from DAGUN- important elements in the centralized heat supply system. Earlier they were referred to MUE ZHPET but actually they were not serviced properly. The most equipment is not operational and didn’t’ provide the heating supply for dependent consumers. SKK also spent a lot of time and resources to repair the elevator units.

Attracting the contractors for heating system repair was of low efficient. Most of them refused by itself to define the exact locations of the damaged piped, to carry out stripping or welding opeations under conditions of permanent entering water into the heat trace conduit. In some cases SKK had to reject the services of such “helpers” and include facilities into the emergency and recovery operations schedule. All these events prevented from performing the repair operations and delayed the date of heat supply to the houses. October 24 became the final date of starting the heat supply system to 1150 residence building in Yuzhno-Sakhalinsk, when there were no houses without supplying the heat. 

From the date of starting the heat supply system in the regional center the total damages in heat pipelines practically remained the same – about 30. Practically every day the new leakage areas replaced the repaired ones. At that it is impossible to foresee the next rupture location. Out of 287 km of the city heat traces half of them are in use for 29-55 years, they are completely unusable. The other 40% of pipelines were constructed within 1979 – 1990 and 10% are reliable in use since the were commissioned for the last ten years 

Many tines JSC SKK applied for the corresponding Yuzhno-Sakhalinsk Administration departments and services, Municipal Assembly to submit the investment projects to upgrade the municipal heat supply system and to require the sources of financing. As the result, for the first time the City Administration provided 20 mln. RUR from the budget to replace 500-m area of the Chekhov manifold block when reconstructing Chekhov street. However, it is obviously, not sufficient. Sakhalin Oblast Administration made significant contribution to improve the quality of heat supply. Thank to its contribution the completion of 3rd stage of the heating main construction in Yuzhno-Sakhalinsk was included into the Federal Target Program “Economical and Social Development of Far East and Trans-Baikal up to 2013”. In total about 180 mln. RUR were provided to implement the project. Facility handover for commissioning will take place this year.

The city urgently needs the target program to upgrade the heat supply complex. The necessity to prepare of the corresponding document has been discussing for two years at the level of municipal executive and representative authorities. JSC SKK hopes that the problem of reliable heat supply as one the most important life-supporting systems will become of higher priority for Yuzhno-Sakhalinsk Administration and Municipal Assembly members.

Sakhalinenergo eliminated the last break-downs caused by the cyclonic wind on November 8-9 

Igor Butovsky, Sakhalinenergo General Director appreciated the recovery team for courage and professionalism when recovering energy supply to the island consumers.

Yuzhno-Sakhalinsk, December 1 – Sakhalinenergo completed the reconstruction of energy supply facilities owned by Company which were damaged by the most destructive wind for the last cyclonic wind on November 8-9. According to the determined dated, by December 01 all consumers dependent on Company facilities were provided with power supply. So, about 3 weeks were required to eliminate the consequences caused by the cyclone wind – according to specialists, it is comparatively small taking into account the level and degree of electric power lines damaged. 

We remind, on November 8-9 due to cyclone which brought the heavy snowfall, strong wind with the gust up to 41 m/sec and dramatic temperature difference 101 PTL with 6 kV voltage and higher with total distance in 600 km, including one – in 220 kV and two –in 110 kV are damaged within Sakhalinenergo electric power net complex. It broke down the energy supply in 48 populated centers where over 85 thousand people live. In this connection the emergency order was established in 7 municipal formations on the south-west and in the center of the island – in Alexandrovsk-Sakhalinsky, Tymovsky, Uglegorsky, Tomarinsky, Smirnykhovsky, Holmsky and Nevelsky- 

In the Tymovsk district the PTL conductors were ice-up heavily with covering up 15 cm. for this reason the power lines of all voltage classes in the district were damaged significantly including PTL of high voltage that provide power supply for Alexandrovsk-Sakhalinsky and Tymovsky districts as well as connection between northern and southern energy systems. In particular, at PTL-110 kV “Tymovskoe – Alexandrovsk-Sakhalinsky” of 48 km long due to icing-up formation there occurred 46 defects of different degrees of complexity – damage of 2 supports (including breakdown), 18 breaks of wires, 26 wire damages with aluminum lays breaks and steel core stripping. Backbone PTL 220 “Smirnykh – Tymovskoe” received 15 damages. Nogliki GES was the only power supply source for Alexandrovsk-Sakhalinsky, Tymovsky and Nogliki districts before it has been restored. 

Thanks to resources mobilization in the amount required to eliminate the cyclone sequences, by the morning of November 10 Sakhalinenergo specialists put into operation the most part of damaged PTL and restore power supply to 15 populated centers located in the south-west of the island. In addition later under the complicated conditions in Alexandrovsk-Sakhalinsky and Tymovsky districts the emergency response teams were strengthened by manpower and equipment

Totally to restore Sakhalinenergo facilities 255 employees and 63 equipment units among them 174 specialists and 38 equipment units of energy supply company, 50 employees and 25 equipment units of JSC Dalelectromontazh, Sakhalinskaya Mehkolonna-68 LLC and JSC Dalvostokmontazh Kondakov LLC and DeKo LLC were engaged. Also 31 specialists of JSC Far East Distribution Network Company and Electotransstroy of Amur region engaged under assistance of JSC RAO “Power Supply Systems of the East”. The district administration, represented by S. Romanyutenko, Mayor of Tymovsk, provided the accommodations for delegated personnel. 

The cyclone consequences response was under the strict control of JSC RAO “Power Supply Systems of the East”, Sakhalin Adminiostration and Vice-Governor S. Sheredekin personal control. Beginning with the first days the regional command staff provided the high level of coordination of the recovery works where Sakhalinenergo also took part. It was established by the regional administration to provide the proper power supply for the islanders. 

Sakhalin Administration assisted efficiently to provide emergency and recovery operations with the resources required. In particular, under its assistance helicopters MI-2 and MI-8 were engaged to find the damages of power supply facilities as well as to deliver special equipment to repair locations. It significantly accelerated the process of recovery at the power supply mains. Stand-alone power supply was provided for life-supporting facilities of the populated centers till the centralized power supply recovery under the assistance of regional TEC and MHE jointly with MChS Main Department on Sakhalin Region and Alexandrovsk-Sakhalinsky, Tymovsk administrations

According the determined date, December 1, all the consumers dependent on Skhalinenergy facilities were provided with power supply. Thus, the consequences of the most powerful cyclone for the last 20 years, were eliminated within 21 days. According to specialists. It is sufficiently short period taking into account the amount of the actual loss and all difficulties caused by its elimination. A number of factors allow reducing the recovery works period, namely: timely and correct situation assessment made at all levels of coordination, mobile consolidations of all resources, support provided by JSC RAO “Power Supply Systems of the East”, Sakhalin Adminiostration and engaged repair companies. 

At the telephone call meeting with Sakhalinenergo personnel Igor Butovsky appreciated those employees who responded the cyclone sequences for courage and professionalism when recovering the destroyed facilities and resuming power supply to consumers by the determined date “We can state with certainty that Sakhalinenergy successfully coped with the mass damages of the network facilities caused by heavy icing, - emphasized I. Butovsky. Power Supply Company proved once again that to overcome the emergency situation occurred in power supply it is possible only when the electric power lines are used centrally by the strong specialized company based on the professional staff.” 

Completion of the 3rd stage heating main allowed repairing of the 7th heating main in Yuzhno-Sakhalinsk with minimum damage to the consumers 

Yuzhno-Sakhalinsk, December 19 – today one of the most important Yuzhno-Sakhalinsk facilities, the 7th heating main which effects the heat supply to south and south-eastern districts was commissioned. To perform repair and recovery works with minimum damage to population, JSC SCC as it was planned, temporarily included the new facility - the 3rd stage heating main with diameter of 1000 mm-into the heat supply plan.

We remind that last week the 15-cm crack was discovered on the fixed steel support between two expansion glands of the heat chamber of the 7th heating main. It required stopping heat supply to about 900 houses to eliminate the defect. The restart of heat supply system could have caused new numerous ruptures by reason of heating system wear. Based on these reasons SKK specialists suggested to modify the heating supply scheme by including the new heating main into it. On December16the stepwise fill-in of “one thousand” with heating medium started and the 7th heating main load was transferred into it  by the approval of Capital Development Department (Building Owner) as well as TEC and MHE departments of Sakhalin Administration

It is planned to eliminate damages in the heat chamber of the 7th heating main by the end of the working day. After that its hydraulic parameters will be adjusted and dependent consumers will be supplied under the normal operation. 2 teams and 4 equipment units were engaged in repairing operations. In the process of recovery the heating supply was stopped to 7 houses in 19th residential district.

Power engineers celebrated their professional holiday 

37 employees in Sakhalinenergo were acknowledged by the industrial and regional awards.

Yuzhno-Sakhalinsk, December 23 – On December 22, in the Chekhov international drama centre there was a meeting of Sahalinenergy employees devoted to the Power Engineers’ Day. The executives and specialist of all Company’s subdivisions took part at the meeting. 

Igor Butovsky, GE of JSC Sakhalinenergo congratulated with professional holiday and noted that one of the main events in 2008 was the implementation of Federal Target Program “Social and Economic Development of Far East and Trans-Baikal up to 2013” in the part provided the construction and reconstruction of power supply facilities. 

Good words and wished to power engineers were expressed by Sakhalin Administration representatives: G. Mitrik, Head of TEC and HPU Department and V. Tikhonkhih, Head of Direcorate on Gasification and Advanced Development. V, Efremov, Chairman of Sakhalin Duma, V. Rotochev, Vice-mayor of Yuzhno-Sakhalinsk, A. Pristavka, General Director of “Managing Company “Sakhalinugol” also congratulated the power engineers 

The most important moment was the award ceremony of the best Company’s employees for conscientious work and loyalty to profession. 7 employees of the Company were handed the letter of award and letters of thanks form Sakhalin Oblast Administration and Duma. RF Ministry of Industry and energy awarded a rank: “Honorary Employee of Fuel and Energy Complex” to A. Pisnoy, the fitter of Sakhalinskaya GRES, “Honorary Power Engineer”  to F. Visloguzov, shift engineer of fuel and  transpiration department at Yuzhno-Sakhalinskaya CHP-1 and A. Moiseev, electrician of Yuzhno-Sakhalinsk branch of “Distribution Mains”. 5 other specialists were entitled as Honorary Employee of JSC RAO “Power Supply Systems of the East”, 22 employees were acknowledged as the best ones in their professional activity resulting from mastership contest 
Annex №5. Information about interested party transactions approved by the Board of Directors of the Company within the accounting period:

 

	Item
	Name
	Resolution made
	Protocol Date and № 

	1. 
	On approval of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 1 014 781.50 (one million fourteen thousand seven hundred and eighty one) ruble 50 kopecks, including VAT - 154 797.18 (one hundred fifty four thousand seven hundred and ninety seven) rubles 18 kopecks, being an interested party transaction.
	1.To determine that the price of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 1014781.50 (one million fourteen thousand seven hundred and eighty one) ruble 50 kopecks including VAT - 154 797.18 (one hundred fifty four thousand seven hundred and ninety seven) rubles 18 kopecks.

2.To approve Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 1014781.50 (one million fourteen thousand seven hundred and eighty one) RUR 50 kop, including VAT - 154 797.18 (one hundred fifty four thousand seven hundred and ninety seven) RUR 18 kop, being an interested party transaction under essential or other conditions specified in Annex №2 to the Data sheet.
	21.01.2008, №13

	2. 
	On approval of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 1 090 588.93 (one million nine hundred thousand five hundred and eighty eight) rubles 93 kopecks, including VAT - 152 539.27 (one hundred fifty two thousand five hundred and thirty nine) rubles 27 kopecks, being an interested party transaction 
	1. To determine that the price of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 1 090 588,93 (one million nine hundred thousand five hundred and eighty eight) rubles 93 kopecks, including VAT - 152 539.27 (one hundred fifty two thousand five hundred and thirty nine) rubles 27 kop.

2. To approve Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 1 090 588,93 (one million nine hundred thousand five hundred and eighty eight) rubles 93 kopecks, including VAT - 152 539.27 (one hundred fifty two thousand five hundred and thirty nine) rubles 27 kop, being an interested party transaction under essential or other conditions specified in Annex №3 to the Data sheet.
	21.01.2008, №13

	3. 
	On approval of Addendum to Contract Agreement on the time change of works to be performed on repairing main and district heating systems in Vostok settelement from 03.09.07. till 31.03.08., concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo, being an interested party transaction 
	1.To determine that duration of works on repairing main and district heating systems in Vostok settelement to be performed by JSC Sakhalinenergo and accepted by JSC “Sakhalin Utility Company” being an interested party transaction is from с 03.09.07. till 31.03.08.

2.To approve Addendum to Contract Agreement on the time change of works to be performed from 03.09.07. till 31.03.08. signed between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo, being an interested party transaction under essential or other conditions specified in Annex №4 to the Data sheet.
	21.01.2008, №13

	4. 
	On approval of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 3 323 538,74 (three million three hundred twenty three thousand five hundred and thirty eight)rubles 74 kopecks, являющегося сделкой, being an interested party transaction.
	1. To determine that value of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 3 323 538.74 (three million three hundred twenty three thousand five hundred and thirty eight) rubles 74 kopecks.

2. To approve Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 3 323 538.74 (three million three hundred twenty three thousand fuve hundred and thirty eight) rubles 74 kopecks, being an interested party transaction under essential or other conditions specified in Annex №1 to the Data sheet
	06.02.08, №14

	5. 
	On approval of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 930 995,48 (nine hundred thirty thousand nine hundred and ninety five) rubles 48 kopecks, being an interested party transaction.
	1. To determine that value of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal 930 995.48 (nine hundred thirty thousand nine hundred and ninety five) rubles 48 kop.

2. To approve Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 930 995.48 (nine hundred thirty thousand nine hundred and ninety five) rubles 48 kop, being an interested party transaction under essential or other conditions specified in Annex №2 to the Data sheet .
	06.02.08, №14

	6. 
	On approval of Agreement on Day-to-day maintenance of GRES heat supply system in Vostok settlement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo, with the payment made from November 1, 2007 till December 31, 2007 in the amount of 159 082.62 (one hundred fifty nine thousand eighty two) 62 kopecks, including VAT- 24 266.84 RUR. per month; beginning with January 1, 2008 till December 31, 2008– 168 298.34 (one hundred sixty eight thousand two hundred ninety eight) rubles 34 kopecks, including VAT- 25 672.63 RUR per month , being an interested party transaction 
	1. To determine that the cost of works under Agreement on Day-to-day maintenance of GRES heat supply system in Vostok settlement concluded between JSC “Sakhalin Utility Company” being an interested party transaction within the period before December 31, 2007 is equal to 159 082.62 (one hundred fifty nine thousand eighty two) RUR 62 kop, including VAT 24 266.84 RUR per month, beginning with January 1 2008 – 168 298.34 (one hundred sixty eight thousand two hundred ninety eight) rubles 34 kop, including VAT- 25 672.63 RUR. per month.

2 To approve. Agreement on Day-to-day maintenance of GRES heat supply system in Vostok settlement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo making payment for the period from November 1, 2007 till December 31, 2007 in the amount of 159 082.62 (one hundred fifty nine thousand eighty two) RUR 62 kopecks, including VAT at 24 266.84 RUR per month; beginning with January , 2008 till December 31, 2008 in the amount of– 168 298,34 (one hundred sixty eight thousand two hundred ninety eight) rubles 34 kopecks, including VAT - 25 672.63  RUR per month, being an interested party transaction under essential or other conditions specified in Annex №3 to the Data sheet.
	06.02.08, №14

	7. 
	On approval of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 5 141 933 (five million one hundred forty one thousand nine hundred and thirty three) rubles 82 kopecks, including VAT – 784 362,79 (seven hundred eighty four thousand three hundred and sixty two) rubles 79 kopecks, являющегося сделкой, being an interested party transaction.
	1. To determine that value of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 5 141 933 (five million one hundred forty one thousand nine hundred and thirty three) rubles 82 kopecks, including VAT in he amount of – 784 362.79 (seven hundred eighty four thousand three hundred and sixty two) RUR 79 kop.

2. To approve Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 5 141 933 (five million one hundred forty one thousand nine hundred and thirty three) RUR 82 kop, including VAT – 784 362.79 (seven hundred eighty four thousand three hundred and sixty two) RUR 79 kop, being an interested party transaction under essential or other conditions specified in Annex 2 to the Data sheet.
	17.03.08, №16

	8. 
	On approval of Work Contract “Regulation of specific coal burning rate at Sakhalinskaya GRES” concluded between JSC Sakhalinenergo and JSC Dalenergo to the amount of 492 772.72 (four hundred ninety two thousand seven hundred and seventy two) rubles 72 kopecks, including 18% VAT - 75 168.72 (seventy two thousand one hundred and sixty eight) rubles 72 kopecks, being an interested party transaction.
	1.To determine that the price of works on regulation of specific coal burning rate at Sakhalinskaya GRES” indicated in the Contract between JSC Sakhalinenergo and JSC Dalenergo, being an interested party transaction corresponds to Calculation of Dcuments Value of JSC Sakhalinenergo and JSC Dalenergo facilities and equal to 492 772.72 (four hundred ninety two thousand seven hundred and seventy two) rubles 72 kopecks, including 18% VAT - 75 168.72 (seventy two thousand one hundred and sixty eight) rubles 72 kopecks.

2. To approve Work Contract “Regulation of specific coal burning rate at Sakhalinskaya GRES” concluded between JSC Sakhalinenergo and JSC Dalenergo to the amount of 492 772.72 (four hundred ninety two thousand seven hundred and seventy two) RUR 72 kopecks, including 18% VAT - 75 168.72 (seventy two thousand one hundred and sixty eight) rubles 72 kopecks, being an interested party transaction under essential or other conditions specified in Annex №3 to the Data sheet.
	17.03.08, №16

	9. 
	On approval of Contract Agreement on integrated inspection of travelling crane runways of smoke extractor room in the Yuzhn-Sakhalinskaya CHP-1 boiler shop, concluded between JSC Sakhalinenergo and JSC Daltekhenergo to the amount of 363 221.71 (three hundred sixty three thousand two hundred and twenty one) ruble 70 kop., including 18% VAT - 55 406.7 (fifty five thousand four hundred and six) rubles 70 kop., being an interested party transaction
	1. To determine that the price of works on integrated inspection of travelling crane runways of smoke extractor room in the Yuzhno-Sakhalinskaya CHP-1 boiler shop to be performed by JSC Daltekhenergo and accepted by JSC Sakhalinenergo under the contract agreement on works to be performed , being an interested party transaction is equal to 363 221.7 (three hundred sixty three thousand two hundred and twenty one) ruble 70 kop., including 18% VAT - 55 406.7 (fifty five thousand four hundred and six) rubles 70 kop.

2.To approve Contract Agreement on integrated inspection of travelling crane runways of smoke extractor room in the Yuzhn-Sakhalinskaya CHP-1 boiler shop concluded between JSC Sakhalinenergo and JSC Daltekhenergo to the amount of 363 221.7 (three hundred sixty three thousand two hundred and twenty one) ruble 70 kop., including 18% VAT - 55 406.7 (fifty five thousand four hundred and six) rubles 70 kop., being an interested party transaction under essential or other conditions specified in Annex №4 to the Data sheet.
	17.03.08, №16

	10. 
	On approval of Contract Agreement on integrated inspection of travelling crane runways of central storehouse in the Yuzhno-Sakhalinskaya CHP-1 purchasing shop, concluded between JSC Sakhalinenergo and JSC Daltekhenergo to the amount of 357 300.46 (three hundred and fifty seven thousand three hundred) rubles 46 kop., including 18% VAT- 54 503.46 (fifty four thousand five hundred and three) rubles 46 kop., being an interested party transaction.
	1. To determine that the price of works on integrated inspection of travelling crane runways of central storehouse in the Yuzhno-Sakhalinskaya CHP-1 boiler shop to be performed by JSC Daltekhenergo and accepted by JSC Sakhalinenergo under the contract agreement on works to be performed , being an interested party transaction is equal to 357 300.46 (three hundred and fifty seven thousand three hundred) rubles 46 kop., including 18% VAT - 54 503.46 (fifty four thousand five hundred and three) RUR 46 kop.

2. To approve Contract  Agreement on integrated inspection of travelling crane runways of central storehouse in the Yuzhn-Sakhalinskaya CHP-1 boiler shop concluded between JSC Sakhalinenergo and JSC Daltekhenergo to the amount of 357 300.46 (three hundred and fifty seven thousand three hundred) rubles 46 kop., including 18% VAT - 54 503.46 (fifty four thousand five hundred and three) RUR 46 kop., being an interested party transaction under essential or other conditions specified in Annex №5 to the Data sheet.
	17.03.08, №16

	11. 
	On approval of Contract  Agreement on review and consent for power limitations of Sakhalinenergo power plants concluded between JSC Sakhalinenergo and JSC Daltekhenergo to the amount of 37 203.04 (thirty seven thousand two hundred and three) rubles 04 kop., including VAT 18% - 5 675.04 rubles (five thousand six hundred and seventy five) rubles 04 kop.,being an interested party transaction
	1. To determine that the price of works on review and consent for power limitations of Sakhalinenergo power plants to be performed by JSC Daltekhenergo and accepted by JSC Sakhalinenergo under the contract agreement on works to be performed, being an interested party transaction is equal to 37203.04 (thirty seven thousand two hundred and three) rubles 04 kop., including 18% VAT – 5675.04 RUR (five thousand six hundred and seventy five) rubles 04 kop. 

2. To approve Contract Agreement concluded between JSC Sakhalinenergo and JSC Daltekhenergo to the amount of 37203.04 (thirty seven thousand two hundred and three) rubles 04 kop., including 18% VAT – 5675.04 rubles (five thousand six hundred and seventy five) rubles 04 kop., being an interested party transaction under essential or other conditions specified in Annex № 6 to the Data sheet.
	17.03.08, №16

	12. 
	On approval of Addendum No.1 to Public Services Agreement №813-18/07 dd. June 18 2007, concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 91 628.00 (ninety one thousand six hundred and twenty eight) rubles 00 kopecks, including VAT 18% - 13 977.15 (thirteen thousand nine hundred and seventy seven) rubles 15 kopecks, being an interested party transaction
	To determine that the price of Addendum No.1 to Public Services Agreement №813-18/07 dd. June 18 2007, concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 91 628 (ninety one thousand six hundred and twenty eight) rubles, including 18% VAT - 13 977.15 (thirteen thousand nine hundred and seventy seven) rubles 15 kop.

To approve Addendum No.1 to Public Services Agreement №813-18/07 dd. June 18 2007, concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 91 628 (ninety one thousand six hundred and twenty eight) rubles, including 18% VAT - 13 977.15 (thirteen thousand nine hundred and seventy seven) rubles 15 kop., being an interested party transaction under essential or other conditions specified in Annex № 7 to the Data sheet.
	17.03.08, №16

	13. 
	On approval of Agreement on Design Author Supervision for ash dump reconstruction on the Liteiny of Sakhalinskaya GRES concluded between JSC Sakhalinenergo and Sibirsky ESTC in the amount of 1 245 991.33 (one million two hundred and forty five thousand nine hundred and ninety nine) rubles 33 kop., including VAT 18% - 123 313.93 (one hundred and twenty three thousand three hundred and thirteen) rubles 93 kop., being an interested party transaction
	To determine that the price of works on Design Author Supervision for ash dump reconstruction on the Liteiny of Sakhalinskaya GRES to be performed by Sibirsky ESTC and accepted by JSC Sakhalinenergo being an interested party transaction is equal to 1 245 991.33 (one million two hundred and forty five thousand nine hundred and ninety nine) RUR, 33 kop., including 18% VAT - 123 313.93 (one hundred and twenty three thousand three hundred and thirteen) rubles 93 kop.

To approve Agreement on Design Author Supervision for ash dump reconstruction on the Liteiny of Sakhalinskaya GRES concluded between JSC Sakhalinenergo and Sibirsky ESTC in the amount of 1 245 991.33 (one million two hundred and forty five thousand nine hundred and ninety nine) RUR 33 kop., including 18% VAT - 123 313.93 (one hundred and twenty three thousand three hundred and thirteen) rubles 93 kop., being an interested party transaction under essential or other conditions specified in Annex № 2 to the Data sheet.
	14.04.08, №18

	14. 
	On approval of Agreement on Materials Examination to be performed, justifying the rate of common basic coal stock as of check date of the planning year, concluded between JSC Engineering Center UES and JSC Sakhalinenergo to the amount of 234 820.00 (two hundred and thirty four thousand eight hundred and twenty) rubles, including VAT 18% - 35 820.00 (thirty five thousand eight hundred and twenty) rubles, being an interested party transaction
	To determine that the price of works on Materials Examination to be performed, justifying the rate of common basic coal stock as of check date of the planning year to be performed by JSC Engineering Center UES and accepted by JSC Sakhalinenergo under the contract on works to be performed being an interested party transaction is equal to 234 820.00 (two hundred and thirty four thousand eight hundred and twenty) rubles, including 18% VAT - 35 820.00 (thirty five thousand eight hundred and twenty) rubles.

To approve Agreement on Materials Examination to be performed, justifying the rate of common basic coal stock as of check date of the planning year to be performed by JSC Engineering Center UES and accepted by JSC Sakhalinenergo under the contract on works to be performed being an interested party transaction is equal to 234 820.00 (two hundred and thirty four thousand eight hundred and twenty) rubles, including 18% VAT - 35 820.00 (thirty five thousand eight hundred and twenty) rubles, being an interested party transaction under essential or other conditions specified in Annex № 3 to the Data sheet.
	14.04.08, №18

	15. 
	On approval of Agreement on the travelling crane runways checkup of the turbine shop at Yuzhn-Sakhalinskaya CHP-1, concluded between JSC Sakhalinenergo and JSC Daltechenergo to the amount of 120 350.56 (one hundred and twenty thousand three hundred and fifty) rubles 56 kop., including VAT 18% - 18 358.56 (eighteen thousand three hundred and fifty eight) rubles 56 kop., being an interested party transaction
	To determine, that the price of works on travelling crane runways checkup of the turbine shop at the Yuzhno-Sakhalinskaya CHP-1 to be performed by JSC Daltekhenergo and accepted by JSC Sakhalinenergo under the contract agreement on works to be performed, being an interested party transaction is equal to 120 350.56 (one hundred and twenty thousand three hundred and fifty) rubles 56 kop., including 18% VAT - 18 358.56 (eighteen thousand three hundred and fifty eight) 56 kop.                   

To approve the Contract Agreement concluded between JSC Sakhalinenergo and JSC Daltechenergo to the amount of 120 350.56 (one hundred and twenty thousand three hundred and fifty) rubles 56 kop., including 18% VAT - 18 358.56 (eighteen thousand three hundred and fifty eight) 56 kop., being an interested party transaction under essential or other conditions specified in Annex № 4 to the Data sheet. 
	30.04.08, №19

	16. 
	On approval of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 1 437 811 (one million four hundred and thirty seven thousand eight hundred and eleven) RUR. 02 kop., including VAT - 202 138 (two hundred  two thousand one hundred and thirty eight) RUR. 50 kop., being an interested party transaction
	To determine, that the price of works on Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to1 437 811 (one million four hundred and thirty seven thousand eight hundred and eleven) RUR. 02 kop., including VAT  -  202 138 (two hundred  two thousand one hundred and thirty eight) RUR. 50 kop.

To approve Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 1 437 811 (one million four hundred and thirty seven thousand eight hundred and eleven) RUR. 02 kop., including VAT - 202 138 (two hundred  two thousand one hundred and thirty eight) RUR. 50 kop., being an interested party transaction under essential or other conditions specified in Annex №5 to the Data sheet.
	30.04.08, №19

	17. 
	On approval of Agreement on Subsription for Periodic Press Corporate Issue for 2008 – magazine “FE Energy” concluded between JSC Far East Energy Company and JSC Sakhalinenergo to the amount of 140 400 (one hundred thousand four hundred) rubles, including VAT 18 % - 25 272 (twenty five thousand two hundred and seventy two) rubles, being an interested party transaction
	To determine that the price of works under Agreement (printing and delivering Far East Energy magazine) concluded between JSC Far East Energy Company and JSC Sakhalinenergo being an interested party transaction is equal to 140 400 (one hundred thousand four hundred) rubles, including 18% VAT - 25 272 (twenty five thousand two hundred and seventy two) RUR. The amount to be paid under the contract is 11 700 (eleven thousand seven hundred) rubles per month, including 18% - 2 106 (two thousand one hundred and six) rubles.

To approve Agreement on Subsription for FE Energy magazine concluded between JSC Far East Energy Company and JSC Sakhalinenergo in the amount of 140 400 (one hundred thousand four hundred) rubles, including 18% VAT - 25 272 (twenty five thousand two hundred and seventy two) RUR., being an interested party transaction under essential or other conditions specified in Annex №6 to the Data sheet.
	30.04.08, №19

	18. 
	On approval of contract on the facility “Reconstruction (replacement) of generator rotor retaining rings TVF-60-2 st. № 4» for Sakalinskaya GRES” signed between JSC Sakhalinenergo and JSC Dalenergoremont to the amount of 272 813.64 (two hundred seventy two thousand eight hundred and thirteen) rubles 64 kopecks, including VAT 18% - 41 615.64 (forty one thousand six hundred and fifteen) rubles 64 kopecks, being an interested party transaction
	To determine that the price of works on “Reconstruction (replacement) of generator rotor retaining rings TVF-60-2 st. № 4» for Sakalinskaya GRES” to be performed by JSC Dalenergoremont and accepted by JSC Sakhalinenergo under the contract agreement on works to be performed between JSC Sakhalinenergo and JSC Dalenergoremont being an interested party transaction is equal to 272 813.64 (two hundred seventy two thousand eight hundred and thirteen) rubles 64 kopecks, including 18%  VAT - 41 615.64 (forty one thousand six hundred and fifteen) rubles 64 kopecks.

To approve contract on the facility “Reconstruction (replacement) of generator rotor retaining rings TVF-60-2 st. № 4» for Sakalinskaya GRES” signed between JSC Sakhalinenergo and JSC Dalenergoremont to the amount of 272 813.64 (two hundred seventy two thousand eight hundred and thirteen) rubles 64 kopecks, including VAT 18% - 41 615.64 (forty one thousand six hundred and fifteen) rubles 64 kopecks, being an interested party transaction under essential or other conditions specified in Annex №4 to the Data sheet.
	14.05.08, №20

	19. 
	On approval of contract on the facility “Repair of Generator ТВФ-60-2 and Exciter ВТ-450-3000 st. № 4” for Sakhalinskaya GRES concluded between JSC Sakhalinenergo and JSC Dalenergoremont to the amount of 1 473 436,50 (one million four hundred seventy three thousand four hundred and thirty six) rubles 50 kop., including VAT 18% - 224 761.50 (two hundred twenty four thousand seven hundred and sixty one) ruble 50 cop., being an interested party transaction
	To determine that the price of works “Repair of Generator ТВФ-60-2 and Exciter ВТ-450-3000 st. № 4” for Sakhalinskaya GRES to be performed by JSC Dalenergoremont and accepted by JSC Sakhalinenergo under the contract agreement on works to be performed between JSC Sakhalinenergo and JSC Dalenergoremont being an interested party transaction is equal to 1 473 436.50 (one million four hundred seventy three thousand four hundred and thirty six) rubles 50 kop., including VAT 18% - 224 761.50 (two hundred twenty four thousand seven hundred and sixty one) RUR 50 kop.

To approve contract agreement concluded between JSC Sakhalinenergo and JSC Dalenergoremont to the amount of 1 473 436,50 (one million four hundred seventy three thousand four hundred and thirty six) rubles 50 kop., including VAT 18% - 224 761.50 (two hundred twenty four thousand seven hundred and sixty one) ruble 50 cop., being an interested party transaction under essential or other conditions specified in Annex №5 to the Data sheet.
	14.05.08, №20

	20. 
	On approval of Claim Assignment Agreement concluded between Non-commercial educational establishment “JSC Sakhalinenergo Training Center” and JSC Sakhalinenergo to the amount of 280 247 (two hundred eighty thousand two hundred and forty seven) RUR, 31 kop., including VAT – 42 749.59 (forty two thousand seven hundred forty nine) RUR. 59 kop., being an interested party transaction
	To determine that the price of works under Claim Assignment Agreement concluded between Non-commercial educational establishment “JSC Sakhalinenergo Training Center” and JSC Sakhalinenergo being an interested party transaction is equal to 280 247 (two hundred eighty thousand two hundred and forty seven) RUR. 31 kop., including 18% VAT – 42 749.59 (forty two thousand seven hundred forty nine) RUR. 59 kop.

To approve Claim Assignment Agreement concluded between Non-commercial educational establishment “JSC Sakhalinenergo Training Center” and JSC Sakhalinenergo to the amount of 280 247 (two hundred eighty thousand two hundred and forty seven) RUR, 31 kop., including VAT – 42 749.59 (forty two thousand seven hundred forty nine) RUR. 59 kop., being an interested party transaction under essential or other conditions specified in Annex №3 to the Data sheet.
	06.06.08, №1

	21. 
	On approval of Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 607588 (six hundred seven thousand five hundred and eighty eight) RUR. 03 kop., including VAT 92682 (ninety two thousand six hundred and eighty two) RUR. 92 kop., being an interested party transaction
	To determine that the price of works under Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction equal 607588 (six hundred seven thousand five hundred and eighty eight) RUR. 03 kop., including 18% VAT 92682 (ninety two thousand six hundred and eighty two) RUR. 92 kop.

To approve To approve Claim Assignment Agreement concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount 607588 (six hundred seven thousand five hundred and eighty eight) RUR. 03 kop., including 18% VAT 92682 (ninety two thousand six hundred and eighty two) RUR. 92 kop., being an interested party transaction under essential or other conditions specified in Annex №4 to the Data sheet.
	 

	22. 
	On approval of Supplement Agreement to Motor Vehicle Rental Contract № 1128-18/07 dd. 31.10.2007 concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 307438.03 (three hundred seven thousand four hundred and thirty eight) rubles 03 kopecks including VAT 46897.33 (forty six thousand eight hundred and ninety seven) rubles 33 kopecks, being an interested party transaction.
	To determine that the price of works under Supplement Agreement to Motor Vehicle Rental Contract № 1128-18/07 dd. 31.10.2007 concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 307438.03 (three hundred seven thousand four hundred and thirty eight) rubles 03 kopecks, including 18% VAT 46897.33 (forty six thousand eight hundred and ninety seven) rubles 33 kopecks.

To approve Supplement Agreement to Motor Vehicle Rental Contract № 1128-18/07 dd. 31.10.2007 concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 307438.03 (three hundred seven thousand four hundred and thirty eight) rubles 03 kopecks including VAT 46897.33 (forty six thousand eight hundred and ninety seven) rubles 33 kopecks, being an interested party transaction under essential or other conditions specified in Annex №5 to the Data sheet 
	06.06.08, №1

	23. 
	On approval of Maintenance contract concluded between JSC “Poronaiskaya Untility Company” and JSC Sakhalinenergo to the amount of 8 872 RUR. 32 kop. (eight thousand eight hundred and seventy two) RUR. thirty two kopecks), including VAT 18% 1 353 RUR. 36 kop. (one thousand three hundred and fifty three rubles thirty six kopecks), being an interested party transaction
	To determine that the price of works under Maintenance contract concluded between JSC “Poronaiskaya Untility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 8 872 RUR, 32 коп. (Eight thousand eight hundred and seventy two), including 18% -1 353 RUR. 36 kop. (One thousand three hundred and fifty three rubles thirty six kop.)

To approve Maintenance contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo to the amount of 8 872 RUR. 32 kop. (eight thousand eight hundred and seventy two) RUR, thirty two kopecks), including VAT 18% 1 353 RUR, 36 kop. (One thousand three hundred and fifty three rubles thirty six kopecks), being an interested party transaction under essential or other conditions specified in Annex №6 to the Data sheet.
	06.06.08, №1

	24. 
	On approval of waste waters collection contract concluded between JSC “Poronaiskaya Untility Company” and JSC Sakhalinenergo to the amount of 4 458 RUR. 68 kop. (Four thousand four hundred and fifty eight rubles sixty eight kopecks, including VAT 18% 680 RUR. 14 kop. (six hundred eighty rubles fourteen kopecks), being an interested party transaction
	To determine that the price of works under waste waters collection contract concluded between JSC “Poronaiskaya Untility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 4 458 RUR. 68 kop. (Four thousand four hundred and fifty eight rubles sixty eight kopecks), including VAT 18% 680 RUR. 14 kop. (Six hundred eighty rubles fourteen kop.).

To approve waste waters collection contract concluded between JSC “Poronaiskaya Untility Company” and JSC Sakhalinenergo to the amount of 4 458 RUR. 68 kop. (four thousand four hundred and fifty eight rubles sixty eight kopecks, including VAT 18% 680 RUR. 14 kop. (six hundred eighty rubles fourteen kopecks), being an interested party transaction under essential or other conditions specified in Annex №7 to the Data sheet. 
	06.06.08, №1

	25. 
	On approval of Thermal Energy Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo to the amount of 23 018 RUR. 06 kop. (Twenty three thousand and eighteen rubles six копеек), including VAT 18% 3511 RUR. 24 kop. (three thousand five hundred and eleven rubles twenty four kopecks), being an interested party transaction
	To determine, that the price of works under Thermal Energy Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to 23 018 RUR. 06 kop. (Twenty three thousand and eighteen rubles six копеек), including VAT 18% 3 511 RUR. 24 kop. (Three thousand five hundred and eleven rubles twenty four kopecks).

To approve Thermal Energy Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo to the amount of 23 018 RUR. 06 kop. (Twenty three thousand and eighteen rubles six копеек), including VAT 18% 3511 RUR. 24 kop. (three thousand five hundred and eleven rubles twenty four kopecks), being an interested party transaction under essential or other conditions specified in Annex №8 to the Data sheet.
	06.06.08, №1

	26. 
	On approval Potable Water Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo to the amount of 13 761 RUR. 14 kop. (Thirteen thousand seven hundred and sixty one ruble fourteen kopecks), including VAT 18% 2 099 RUR. 15 kop. (two thousand and ninety nine rubles fifteen kopecks), being an interested party transaction
	To determine that the price of works under Potable Water Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo, being an interested party transaction is equal to 13 761 RUR. 14 kop. (Thirteen thousand seven hundred and sixty one ruble fourteen kopecks), including VAT 18% 2 099 RUR. 15 kop. (Two thousand and ninety nine rubles fifteen kopecks).

To approve Portable Water Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo to the amount of 13 761 RUR. 14 kop. (Thirteen thousand seven hundred and sixty one ruble fourteen kopecks), including VAT 18% 2 099 RUR, 15 kop. (Two thousand and ninety nine rubles fifteen kopecks), being an interested party transaction under essential or other conditions specified in Annex №9 to the Data sheet.
	06.06.08, №1

	27. 
	On approval Potable Water Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo to the amount of 55 025 RUR. 26 kop. (Fifty five thousand and twenty five rubles twenty six kopecks), including VAT 18% 8 393 RUR. 68 kop. (eight thousand three hundred and ninety three rubles sixty eight kopecks), being an interested party transaction
	To determine the price of works under Potable Water Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo, being an interested party transaction is equal 55 025 RUR. 26 kop. (fifty five thousand and twenty five rubles twenty six kopecks), including VAT 18% 8 393 RUR. 68 kop. (Eight thousand three hundred and ninety three rubles sixty eight kopecks).

To approve Potable Water Delivery Contract concluded between JSC “Poronaiskaya Utility Company” and JSC Sakhalinenergo to the amount of 55 025 RUR. 26 kop. (Fifty five thousand and twenty five rubles twenty six kopecks), including VAT 18% 8 393 RUR. 68 kop. (Eight thousand three hundred and ninety three rubles sixty eight kopecks), being an interested party transaction under essential or other conditions specified in Annex №10 to the Data sheet.
	06.06.08, №1

	28. 
	On approval Steam Thermal Energy Delivery Contract concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 52 223 570.48 (fifty two million two hundred and twenty three thousand five hundred and seventy) rubles 48 kopecks (including VAT), being an interested party transaction
	To determine the price of works under Steam Thermal Energy Delivery Contract concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo being an interested party transaction is equal to52 223 570.48 (fifty two million two hundred and twenty three thousand five hundred and seventy) RUR 48 kop (including VAT).

To approve Steam Thermal Energy Delivery Contract concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 52 223 570.48 (fifty two million two hundred and twenty three thousand five hundred and seventy) rubles 48 копеек (с VAT), being an interested party transaction under essential or other conditions specified in Annex №11 to the Data sheet.
	06.06.08, №1

	29. 
	On approval Real Estate Rental Contract concluded between Non-commercial educational establishment “JSC Sakhalinenergo Training Center” and JSC Sakhalinenergo to the amount of   43 975.21 (forty three thousand nine hundred and seventy five) rubles 21 kop, including VAT 6 708.08 (six thousand seven hundred and eight) rubles 08 kop, per month, being an interested party transaction
	To determine that the rental rate under Real Estate Rental Contract concluded between Non-commercial educational establishment “JSC Sakhalinenergo Training Center” and JSC Sakhalinenergo being an interested party transaction is equal to 43 975.21 (forty three thousand nine hundred and seventy five) rubles  21 kop, including VAT 6 708.08 (six thousand seven hundred and eight) rubles 08 kop. per month.

To approve Real Estate Rental Contract заключение договора аренды concluded between Non-commercial educational establishment “JSC Sakhalinenergo Training Center” and JSC Sakhalinenergo to the amount of 43 975.21 (forty three thousand nine hundred and seventy five) rubles 21 kop., including VAT 6708.08 (six thousand seven hundred and eight) rubles 08 kop. per month, being an interested party transaction under essential or other conditions specified in Annex №13 to the Data sheet.
	06.06.08, №1

	30. 
	On approval of Contract on the facility “Repair of runways and travelling cranes № 1,2 of turbine shop at Skahlinskaya GRES” concluded between JSC Sakhalinenergo and JSC Dalenergoremont to the amount of  2 319 960,24 (two million three hundred nineteen nine hundred and sixty) rubles 24 kopecks, including VAT 18% - 353 892.24 (three hundred fifty three thousand  eight hundred and ninety two) RUR 24 kopecks), being an interested party transaction
	To determine the price of works under “Repair of runways and travelling cranes № 1,2 of turbine shop at Skahlinskaya GRES to be performed by JSC Dalenergoremont and accepted by JSC Sakhalinenergo being an interested party transaction is equal to 2 319 960.24 (two million three hundred nineteen nine hundred and sixty) rubles 24 kopecks, including VAT 18% - 353 892.24 (three hundred fifty three thousand  eight hundred and ninety two) RUR 24 kopecks.

To approve Contract on the facility “Repair of runways and travelling cranes № 1,2 of turbine shop at Skahlinskaya GRES” signed between JSC Sakhalinenergo and JSC Dalenergoremont to the amount of 2 319 960,24 (two million three hundred nineteen nine hundred and sixty) rubles 24 kopecks, including VAT 18% - 353 892.24 (three hundred fifty three thousand  eight hundred and ninety two) RUR 24 kopecks, being an interested party transaction under essential or other conditions specified in Annex №1 to the Data sheet.
	15.07.08, №3

	31. 
	On approval of Contract on the facility “Inspection of emergency areas of high voltage lines 35 – 220 kV” for Distribution Mains branch concluded between JSC Sakhalinenergo and JSC Dalenergosetproekt to the amount of  271 905.28 (two hundred seventy one thousand nine hundred and five) rubles 28 kop, including VAT 18% - 41477.08 (forty one thousand four hundred and seventy seven) rubles 08 kop, being an interested party transaction
	To determine the price of works on the facility “Inspection of emergency areas of high voltage lines 35 – 220 kV” to be performed by JSC Dalenergosetproekt  and accepted by JSC Sakhalinenergo under the Contract Agreement concluded between JSC Sakhalinenergo and JSC Dalenergosetproekt being an interested party transaction is equal to 271 905.28 (two hundred seventy one thousand nine hundred and five) rubles 28 копеек, including VAT 18% - 41477.08 (forty one thousand four hundred and seventy seven) rubles 08 kop.

To approve Contract on the facility “Inspection of emergency areas of high voltage lines 35 – 220 kV” for Distribution Mains branch concluded between JSC Sakhalinenergo and JSC Dalenergosetproekt to the amount of  271 905.28 (two hundred seventy one thousand nine hundred and five) rubles 28 kop, including VAT 18% - 41477.08 (forty one thousand four hundred and seventy seven)) rubles 08 kop, being an interested party transaction under essential or other conditions specified in Annex №2 to the Data sheet.
	15.07.08, №3

	32. 
	On approval of the Contract on the facility “Repair of main and district heating systems in Vostok settlement” concluded between JSC “Sakhalin Utility Company” and JSC Sakhalinenergo to the amount of 826 049.56 (eight hundred twenty six thousand and forty nine) rubles 56 kop, including VAT – 126 007.56 (one hundred twenty six thousand and seven) rubles 56 kop, being an interested party transaction.
	To determine the price of works on “Repair of main and district heating systems in Vostok settlement to be performed by JSC Sakhalinenergo and accepted by JSC “Sakhalin Utility Company” under the contract agreement concluded between JSC “Sakhalin Utility Company” and JSC being an interested party transaction is equal to 826 049.56  (eight hundred twenty six thousand and forty nine) rubles 56 kop, including VAT – 126 007.56 (one hundred twenty six thousand and seven) rubles 56 копеек.

To approve Contract on “Repair of main and district heating systems in Vostok settlement” concluded between JSC “Sakhalin Utility Company” and JSC to the amount of  826 049,56  (eight hundred twenty six thousand and forty nine) rubles 56 kop, including VAT – 126 007,56 (one hundred twenty six thousand and seven) rubles 56 kop, being an interested party transaction under essential or other conditions specified in Annex №2 to the Data sheet.
	04.08.08, №4

	33. 
	On approval of Supplement Agreement to Goods Storage Contract concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of  29 500 (twenty nine thousand five hundred) rubles per month, including VAT – 4500 (four thousand five hundred) rubles, being an interested party transaction
	To determine that the price of works under Supplement Agreement to Goods Storage Contract concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo being an interested party transaction is equal to 29 500 (twenty nine thousand five hundred) rubles per month, including VAT –4 500 (four thousand five hundred) rubles.

To approve Supplement Agreement to Goods Storage Contract concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of  29 500 (twenty nine thousand five hundred) rubles per month, including VAT – 4 500  (four thousand five hundred) rubles, being an interested party transaction under essential or other conditions specified in Annex №3 to the Data sheet.
	04.08.08, №4

	34. 
	On approval of Supplement Agreement to Paid Services Contract on Production Facility Security concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of 149 794.20 (one hundred  forty nine seven hundred and ninety four) RUR. 20 kop. per month, including VAT 18 % - 22 850 (twenty two thousand eight hundred and fifty) rubles per month, being an interested party transaction
	To determine that the price of works under Supplement Agreement to Paid Services Contract on Production Facility Security concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo, being an interested party transaction is equal to 149 794 (one hundred forty nine seven hundred and ninty four) RUR 20 kop. per month, including VAT 18 % - 22 850 (twenty two thousand eight hundred and fifty) rubles 00 kop.

To approve Supplement Agreement to Paid Services Contract on Production Facility Security concluded between JSC Sakhalin Utility Company» and JSC Sakhalinenergo», to the amount of 149 794,20  (one hundred  forty nine seven hundred and ninety four) RUR 20 kop ежемесячно, including VAT 18 % - 22 850 (twenty two thousand eight hundred and fifty) rubles per month being an interested party transaction under essential or other conditions specified in Annex №4 to the Data sheet.
	04.08.08, №4

	35. 
	On approval of Paid Services Contract concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of 449 471 (four hundred forty nine thousand four hundred and seventy one) RUR 38 kop., including VAT 68 563 (sixty eight thousand five hundred and sixty three) RUR 43 kop, being an interested party transaction.
	To determine that the price of works under Paid Services Contract on acceptance, storage and delivery of coal concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo, being an interested party transaction is equal to 449 471 (four hundred forty nine thousand four hundred and seventy one) RUR 38 kop, including VAT 68 563 (sixty eight thousand five hundred and sixty three) рубля 43 коп.

To approve заключение договора возмездного оказания по приемке, хранению и выдаче угля услуг между ОАО «Sakhalin Utility Company» и ОАО «Sakhalinenergo» to the amount of 449 471 (four hundred forty nine thousand four hundred and seventy one) RUR 38 kop, including VAT 68 563 (sixty eight thousand five hundred and sixty three) RUR 43 kop, being an interested party transaction under essential or other conditions specified in Annex №3to the Data sheet 
	25.08.08, №5

	36. 
	On approval of Claim Assignment Agreement concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of 570 135 (five hundred seventy thousand one hundred and thirty five) RUR. 97 kop. including VAT – 86 969 (eighty six thousand nine hundred and sixty nine) RUR. 89 kop., being an interested party transaction
	To determine, that the price of works under Claim Assignment Agreement concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo, being an interested party transaction is equal to 570 135 (five hundred seventy thousand one hundred and thirty five) RUR. 97 kop., including VAT – 86 969 (eighty six thousand nine hundred and sixty nine) RUR. 89 kop.

To approve Claim Assignment Agreement concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of 570 135 (five hundred seventy thousand one hundred and thirty five) RUR. 97 kop. including VAT – 86 969 (eighty six thousand nine hundred and sixty nine) RUR. 89 kop., being an interested party transaction under essential or other conditions specified in Annex №4 to the Data sheet.
	25.08.08, №5

	37. 
	On approval of Claim Assignment Agreement concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of  1 099 010 (one million ninety nine thousand and ten) RUR. 53 kop., including VAT 155 296 (one hundred fifty five thousand two hundred and ninety six) RUR. 71 kop., being an interested party transaction
	To determine that the price of works under Claim Assignment Agreement concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo, being an interested party transaction is equal to 1 099 010 (one million ninety nine thousand and ten) RUR. 53 kop., including VAT 155296 (one hundred fifty five thousand two hundred and ninety six) RUR. 71 kop.

To approve Claim Assignment Agreement concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo to the amount of  1099010 (one million ninety nine thousand and ten) RUR. 53 kop., including VAT 155296 (one hundred fifty five thousand two hundred and ninety six) RUR. 71 kop., being an interested party transaction under essential or other conditions specified in Annex №5 to the Data sheet.
	25.08.08, №5

	38. 
	On approval of Supplement Agreement to Real Estate Rental Contract №1127-18/07 dd. October 31 2008 on duration extension, concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo, being an interested party transaction
	To approve Supplement Agreement to Real Estate Rental Contract №1127-18/07 dd. October 31 2008 on duration extension till December 12, 2008 concluded between JSC Sakhalin Utility Company and JSC Sakhalinenergo which is an interested party transaction 

 
	26.09.08, №6

	39. 
	On approval on Supplement Agreement to Motor Vehicle Rental Contract №1128-18/07 dd. October 31 2008 on duration extension, concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company, being an interested party transaction
	To approve Supplement Agreement to Motor Vehicle Rental Contract №1128-18/07 dd. October 31 2008 on duration extension till December 12, 2008, concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company which is an interested party transaction.

 
	26.09.08, №6

	40. 
	On approval of Supplement Agreement to Movable Property Rental Contract №1126-18/07 dd. October 31 2008 on duration extension concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company, being an interested party transaction
	To approve Supplement Agreement to Movable Property Rental Contract №1126-18/07 dd. October 31 2008 on duration extension till December 12, 2008 concluded between JSC Sakhalinenergo and JSC which is an interested party transaction.

 
	26.09.08, №6

	41. 
	On approval of Claim Assignment Agreement concluded between JSC Sakhalinenergo and Sakhalin Utility Company to the amount of 312 431 (three hundred twelve thousand four hundred and thirty one) RUR. 50 kop,  including VAT – 47 659 (forty seven thousand six hundred and fifty nine) RUR. 04 kop, being an interested party transaction
	To determine the price of Claim Assignment Agreement concluded between JSC Sakhalinenergo and Sakhalin Utility Company, being an interested party transaction is equal to 312 431 (three hundred twelve thousand four hundred and thirty one) RUR 50 kop, including VAT – 47 659 (forty seven thousand six hundred and fifty nine) rubles 04 kopecks.

To approve Claim Assignment Agreement concluded between JSC Sakhalinenergo and Sakhalin Utility Company being an interested party transaction under the following essential conditions:

Agreement Holders:

Cedent  - JSC Sakhalin Utility Company;

Cessionary – JSC Sakhalinenergo.

Subject of Agreement:

Cessionary shall undertake the legal claim of receivables resulted form non-payment for thermal energy supplied by consumers.

The contractual price: 

312 431 (three hundred twelve thousand four hundred and thirty one) RUR 50 kop, including VAT – 47 659 (forty seven thousand six hundred and fifty nine) rubles 04 kopecks.

Term of Agreement: 

Agreement becomes effective upon signature and is effective through the complete performance of obligations by the parties 
	22.12.2008, №10

	42. 
	On approval of Claim Assignment Agreement concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company to the amount of 1 164 329 (one million one hundred sixty four thousand three hundred and twenty nine) rubles 92 kop, including VAT- 177 609 (one hundred seventy seven thousand six hundred and nine) rubles 65 kop, being an interested party transaction
	To determine the price of Claim Assignment Agreement concluded between JSC Sakhalinenergo and Sakhalin Utility Company, being an interested party transaction is equal to 1 164 329 (one million one hundred sixty four thousand three hundred and twenty nine) rubles 92 kopecks, including VAT- 177 609 (one hundred seventy seven thousand six hundred and nine) rubles 65 kop.

To approve Claim Assignment Agreement concluded between JSC Sakhalinenergo and Sakhalin Utility Company being an interested party transaction under the following essential conditions:

Agreement Holders:

Cedent  - JSC Sakhalinenergo;

Cessionary – JSC Sakhalin Utility Company

Subject of Agreement:

Cessionary shall undertake the legal claim of receivables resulted form non-payment by individual consumers for thermal energy suppled to them by Cedent

The contractual price: 

1 164 329 (one million one hundred sixty four thousand three hundred and twenty nine) rubles 92 kopecks, including VAT- 177 609 (one hundred seventy seven thousand six hundred and nine) rubles 65 kop.

Term of Agreement: 

Agreement becomes effective upon signature and is effective through the complete performance of obligations by the parties 
	22.12.2008, №10

	43. 
	On approval of Claim Assignment Agreement concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company to the amount of 407 432 (four hundred thousand four hundred and thirty two) RUR 63 kopecks, being an interested party transaction
	To determine the price of Claim Assignment Agreement concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company, being an interested party transaction, is equal to 407 432 (four hundred thousand four hundred and thirty two) RUR 63 kop.

To approve Claim Assignment Agreement concluded between JSC Sakhalinenergo and Sakhalin Utility Company being an interested party transaction under the following essential conditions:

Agreement Holders:

Cedent - Sakhalinenergo;

Cessionary – JSC Sakhalin Utility Company

Subject of Agreement:

Cessionary shall undertake the legal claim of receivables resulted form payment of the state duty when filing the claim on collecting receivables for energy supplied. 

The contractual price: 

407 432 (four hundred thousand four hundred and thirty two) RUR 63 kopecks.

Term of Agreement: 

Agreement becomes effective upon signature and is effective through the complete performance of obligations by the parties
	22.12.2008, №10

	44. 
	On approval of Agreement on integrated inspection of gantry crane runways of central storehouse in the Yuzhno-Sakhalinskaya CHP-1 concluded between JSC Sakhalinenerg and JSC Daltehenergo to the amount of 352 831 (three hundred fifty two thousand eight hundred and thirty one) RUR 80 kop, including VAT - 53 821 (fifty three thousand eight hundred and twenty one) RUR. 80 kop, being an interested party transaction
	To determine the price of Agrrement on integrated inspection of gantry crane runways of central storehouse in the Yuzhno-Sakhalinskaya CHP-1 concluded between JSC Sakhalinenerg and JSC Daltehenergo on works to be performed, being an interested party transaction in the amount of 352 831 (three hundred fifty two thousand eight hundred and thirty one) RUR 80 kop, including VAT 53 821 (fifty three thousand eight hundred and twenty one) RUR 80 kop.

To approve Agreement on integrated inspection of gantry crane runways of central storehouse in the Yuzhno-Sakhalinskaya CHP-1 concluded between JSC Sakhalinenerg and JSC Daltehenergo on works to be performed, being an interested party transaction under the following essential conditions:
Agreement Holders:
Contractor– JSC Daltehenergo 

Customer – JSC Sakhalinenergo

Subject of Agreement:

Works on integrated inspection of gantry crane runways of central storehouse in the Yuzhno-Sakhalinskaya CHP-1 to be performed.

Contractual price: 

352 831 (three hundred fifty two thousand eight hundred and thirty one) RUR 80 kop, including VAT - 53 821 (fifty three thousand eight hundred and twenty one) RUR 80 kop.

Term of Agreement: 

Agreement becomes effective upon signature and is effective through the complete performance of obligations by the parties:

.
	22.12.2008, №10

	45. 
	On approval of Movable Property Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company to the amount of 7 570 874 (seven million five hundred seventy thousand eight hundred and seventy four) RUR. 80 kop, including VAT – 1 154 879 (one million one hundred fifty four thousand eight hundred and seventy nine) rubles 21 kop, being an interested party transaction
	To determine the price of Movable Property Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company, being an interested party transaction in the amount of 7 570 874 (seven million five hundred seventy thousand eight hundred and seventy four) RUR 80 kop, including VAT – 1 154 879 (one million one hundred fifty four thousand eight hundred and seventy nine) rubles 21 kop.

To approve Movable Property Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company being an interested party transaction under the following essential conditions: 
Contract Holders: 
Lessor– JSC Sakhalinenergo;

Lessee – JSC Sakhalin Utility Company
Subject of Contract:

Provision to Lessee the movable property for temporary possession and use on the basis of payment. 

Contractual price: 

7 570 874 (seven million five hundred seventy thousand eight hundred and seventy four) RUR 80 kop, including VAT 1 154 879 (one million one hundred fifty four thousand eight hundred and seventy nine) rubles 21 kop.

Term of Contract: 

Contract concluded for a period from January 1 2009 till November 30 2009.
	22.12.2008, №10

	46. 
	On approval of Real Property  Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company to the amount of 29 034 848 (twenty nine million thirty four thousand eight hundred and forty eight) rubles 75 kop, including VAT – 4 429 044 (four million four hundred twenty nine thousand and forty four) RUR. 72 kopecks, being an interested party transaction.
	To determine the price of Real Property  Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company being an interested party transaction in the amount of 29 034 848 (twenty nine million thirty four thousand eight hundred and forty eight) rubles 75 kop, including VAT 4 429 044 (four million four hundred twenty nine thousand and forty four) рубля 72 kopecks.

To approve Real Property  Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company and which is an interested party transaction under the following conditions:
Contract Holders: 
Lessor – JSC Sakhalinenergo;

Lessee – JSC Sakhalin Utility Company.

Subject of Contract:

Provision to Lessee the real property for temporary possession and use on the basis of payment
Contractual price:

29 034 848 (twenty nine million thirty four thousand eight hundred and forty eight) rubles 75 kop, including VAT 4 429 044 (four million four hundred twenty nine thousand and forty four) RUR 72 kopecks.

Term of Contract: 

Contract concluded for a period from January 1 2009 till November 30 2009
	22.12.2008, №10

	47. 
	On approval of Motor Vehicle Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company to the amount of 353 174 (three hundred fifty three thousand one hundred and seventy four) RUR. 62 kopecks, including VAT – 53 874 (fifty three thousand eight hundred and seventy four) RUR 09 kop, being an interested party transaction
	To determine the price of Motor Vehicle Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility Company, which is an interested party transaction, in the amount of 353 174 (three hundred fifty three thousand one hundred and seventy four)RUR, 62 kop., including VAT 53 874 (fifty three thousand eight hundred and seventy four) RUR. 09 kop.

To approve Motor Vehicle Rental Contract concluded between JSC Sakhalinenergo and JSC Sakhalin Utility which is an interested party transaction under the following conditions:
Contract Holders: 
Lessor  - JSC Sakhalinenergo;

Lessee - JSC Sakhalin Utility Company.

Subject of Contract:

Provision to Lessee the property (motor vehicle) for temporary possession and use on the basis of payment
Contractual price: 

353 174 (three hundred fifty three thousand one hundred and seventy four) RUR. 62 kop., including VAT 53 874 (fifty three thousand eight hundred and seventy four) RUR. 09 cop.
Term of Contract: 

Contract concluded for a period from January 1 2009 till November 30 2009.
	22.12.2008, №10
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