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Introduction

Full and abbreviated brand name of the issuer:
Open Joint Stock Company “VolgaTelecom”
0JSC “VolgaTelecom”
The issuer’s location: ‘
Russian Federation, 603000, Nizhny Novgorod, M.Gorky sq., Post House
The issuer’s contact telephone numbers:
(8312)332047; 343055
Fax: (8312) 306768
E-mail address: gd@vt.ru

The address of the web site in the Internet where the complete text of the issuer’s quarterly report
is published: http://www.vt.ru/?id=312

Basic data on the issuer’s circulating securities:
Type: shares
Category (kind): commnion
Number of placed securities: 245 969 590
Face value: 5 rubles
Basic data on the securities being placed:
In the report quarter the issuer did not place securities
Other information:
Method and period of placement:
Distribution between the stockholders
From 15.10.1996 to 15.10.1996.
Method and period of placement:
Convertmg at reorganization from 30.11.2002 to 30.11.2002

By instruction Ne 03 — 2697/p of 14.11.2003 of Russia’s FCSM additional issues of the issuer’s
issuing securities were consolidated, which resulted in the assignment to the issues of ordinary
nominal paperless shares of state registration number 1 — 01 — 00137 — A of November 14, 2003.

Type: shares
Category (kind): preferred A type
Number of placed securities: 81 983 404
Face value: 5 rubles.
Basic data on the securities being placed:
In the report quarter the issuer did not place securities
Other information:
Method and period of placement:
Distribution between the stockholders Jrom 15.10.1996 to 15.10.1996.
Method and period of placement:
Converting at reorganization
From 30.11.2002 to 30.11.2002

By instruction Ne 03 — 2697/p of 14.11.2003 of Russia’s FCSM additional issues of the issuer’s
issuing securities were consolidated, which resulted in the assignment to the issues of preferred
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nominal, paperless shares of state registration number 2 — 01 — 00137 — A of November 14, 2003.

Type: bonds
Series: BT - 1
Number of placed securities: 1 000 000
Face value: I 000 Rubles
Other information:
Method, procedure and period of placement:
Public subscription from 21.02.2003 to 21.02.2003.
The price of placement or the procedure of its determination: I 000 Rubles.
Terms and conditions of the guarantee: The amount of guarantee is 1 000 000 000 (one billion)
rubles, and also the sum of all incomes on the Bonds paid by the Issuer.

The guarantor is obliged to be responsible for the execution of the Issuer’s liabilities to pay
the sum of the face value of all issued bonds, the joint coupon yield determined in accordance
with the conditions of decision on placement and prospectus of bonds issue, and also for public
irrevocable liabilities (offers) of the issuer to repurchase its bonds, the conditions and the
procedure of which are defined in item 9 of “Decision on the bonds issue” and item 56.13 of
“Issue Prospectus”.

Security kind: Guarantee

The entity provided the guarantee.

Limited Liability Company “Financial group “Web-invest”

Type: bonds ;
Series: 1-0 -- 26-0; 1-C-- 6-C; 1-Y -- 10-Y
Total number of the issuer’s securities-bonds: 1 184 683
Total amount of securities by face value: 1 069 750 100 rubles
The number of securities-bonds in circulation: 1 129 997
Total amount of securities in circulation by face value:

1062472 400 rubles
Face value: see item 8.3.2
Other information:

Method, procedure and period of placement:

Converting at reorganization from 30.11.2002 to 30.11.2002.
Terms and conditions of guarantee: ' no guarantee

Series 1-O -- 26 O - bonds of Orenburg branch

Series 1-C -- 6-C - bonds of Saratov branch

Series 1-V -- 10-V - - bonds of Ulyanovsk branch

Series 1-0 — 20-0, 22-0 — 26-O — were paid off.

The present quarterly report contains the estimations and forecasts of the issuer’s
authorized management bodies as regards future events and/or actions, prospects of
development of the industry in which the issuer executes its core activity and the results of the
issuer’s activity, including the issuer’s plans, probability of occurrence of certain events and
making certain actions. The investors should not completely rely on the estimations and forecasts
of the issuer’s management bodies, as the actual results of the issuer’s activity in the future may
differ from the forecasted results for many reasons. The acquisition of the issuer’s securities is
connected with the risks described in the present quarterly report.



L. Brief data on persons forming the issuer’s management bodies structure,

data on bank accounts, on auditor, appraiser and on the issuer’s financial
adviser, and also on other persons signed the quarterly report

1.1. Persons, forming the issuer’s management bodies structure
The issuer’s Charter stipulates the following management bodies:

The issuer’s single executive body — General Director
Omelchenko Sergey Valerievich, year of birth - 1963

Collegial executive body — Management board:

Omelchenko Sergey Valerievich, year of birth - 1963 — Chairman
Grigorieva Lyubov Ivanovna, year of birth - 1953
Dyakonov Mikhail Vasilievich, year of birth - 1954
Evdokimov Oleg Lvovich, year of birth - 1963

Elkin Sergey Leonidovich, year of birth - 1949
Korolkov Oleg Animpadistovich, year of birth - 1941
Kirillov Alexander Ivanovich, year of birth - 1956
Kormilitsyna Lyudmila Alexeevna, year of birth - 1955
Petrov Mikhail Victorovich, year of birth - 1973
Popkov Nikolai Ivanovich, year of birth - 1973
Sklyarov Ivan Petrovich, year of birth - 1948

Sipatova Taisiya Mikhailovna, year of birth - 1954
Shchukina Elvira Konstantinovna, year of birth — 1954

Collegial management body — the Board of directors

Belyaev Konstantin Viadimirovich, year of birth - 1968 - Chairman
Andreev Viadimir Alexandrovich, year of birth - 1951
Bobin Maxim Victorovich, year of birth - 1975

Bulancha Sergey Anatolievich, year of birth - 1959
Grigorieva Alla Borisovna, year of birth - 1967
Degtyarev Valeryi Victorovich, year of birth - 1957
Kuznetsov Sergey Ivanovich, year of birth - 1953

Kulikov Denis Victorovich, year of birth - 1975

Slizen Vitalyi Alexandrovich, year of birth - 1970
Fedorov Oleg Romanovich, year of birth - 1968
Chernogorodskyi Sergey Valerievich, year of birth - 1977
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1.3. Data on the issuer’s auditor (auditors)

Full brand name:
Limited Liability Company “Ernst& Young”
Abbreviated name: LLC “Ernst& Young”
Location: Russia, 115035, Moscow city, Sadovnicheskaya naberezhnaya, 77, building 1
E-mail address: Moscow@ru.ey.com
Telephone: (095) 705-97-00
(095) 755-97-00
Fax: (095) 755-97-01
License for audit activity
Ne E 002138, issued on September 30, 2002 by the Russian Federation Ministry of Finance for
the period of 5 (five) years.

Fiscal year for which the auditor carried out independent check of bookkeeping and
financial (accounting) statement of the issuer:

Independent check of bookkeeping and accounting statement of OJSC “VolgaTelecom”
was carried out for 2002, 2003 and 2004 fiscal years; the consolidated financial statement was
audited for 2002 and 2003 fiscal year and is currently being audited for 2004.

The factors that may affect the independence of the auditor from the issuer, including the
information on availability of material interest connecting the auditor (the auditor’s officials) with
the issuer (the issuer’s officials):

There are no factors capable to affect the independence of the auditor from the issuer.
There is no material interest connecting the auditor (the auditor’s officials) with the issuer (the
issuer’s officials), and namely: ‘

- There are no auditor’s participation shares (the auditor’s officials) in the issuer’s
charter capital;

- The issuer does not provide the auditor (the auditor’s officials) with its borrowed funds;

- There are no close business relations (participation in promoting products (services),
participation in joint business activity), and also kindred relations between the issuer (the issuer’s
officials) and the auditor (the auditor’s officials);

- There are no issuer’s officials simultaneously being the auditor’s officials.

The procedure of electing the auditor:

1) The auditor is recommended by the Board of directors of OJSC ‘VolgaTelecom”,

2) The auditor is approved by OJSC “VolgaTelecom” shareholders’ meeting.

Consulting and auditor services contracts are sighed with the auditor. With respect to each
contract the certificate of acceptance of works done by the auditor within the limits of special
engagements is drawn up. '

The procedure of defining the amount of auditor’s remuneration, and alse the information
on deferred and delayed payments for services rendered by auditor.

The size of the auditor’s remuneration is specified in the contract. The auditor’s services
are paid in accordance with the schedule attached to the services contract upon submission of
accounting documents for execution of works and services. There are no deferred and delayed
payments for the services rendered by the auditor
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1.4. Data on the issuer’s appraiser .

In relation to the appraiser (appraisers) being involved (involved) by the issuer:
During the report quarter the issuer did not involve the appraiser:
to determine the market cost of placed securities in circulation,

to determine the market cost of fixed assets or real property assets. During the specified
period the property cost was not reassessed.

Data on the appraiser involved in reassessment of fixed assets of the issuer for the last 5
accomplished fiscal years: '

The reassessment of fixed assets was carried out in 2000 by the independent appraiser LLC
“Audit-Appraisal”, Nizhny Novgorod city, acting on the basis of license b 953444 Ne 183, issued by
the Committee for management and control of city’s property of Nizhny Novgorod Oblast on June
18, 1999 for the period of 3 (three) years. The fixed assets were evaluated by the market cost,
determined according to Federal law Ne 135-®@3 of July 29, 1998 “On evaluative activity in
Russian Federation”, confirmed by expert’s opinions, the estimation procedure — the calculation of

fixed assets replacement costs by means of coefficients.

1.5. Data on the issuer’s advisers

In the report quarter the issuer did not involve the adviser providing information-consulting
services on the basis of concluded contract.

1.6. Data on other persons signed this quarterly report
There are no other persons who signed this quarterly report.

15




II. Basic information
on the issuer’s financial-economic standing

2.1. Indicators of the issuer’s financial-economic activity

Indicators characterizing the issuer’s financial standing are provided as of 30.06.2005:

Lndicatcér description Quarte?r 2 of 2005
The issuer’s net assets value, rubles ‘ 15251919 490
Ratio of raised funds sum to capital and reserves, % 95,2%
Ratio of short-term liabilities sum to capital and reserves, % 57,5%
Cover of payments for debts service, rubles 1,17 per ruble
Overdue debt level , % , 1,9%
Accounts receivable turn-over, times 4,84 times
The share of dividends in profit, % : 18,3%
Efficiency of labor, rubles/persons 219 329
Ratio of depreciation to the proceeds amount, % 12,3%

* The technique recommended by Russia’s Financial Service for Financial Markets (FSFM) was used when
calculating all the indicators.

The analysis of the issuer’s capacity to pay, the level of credit risk and financial
standing: ‘ :

Capacity to pay, first of all means the availability with the Company of money resources and
their equivalents sufficient for settlement of accounts payable requiring immediate repayment.

Thus, the basic features of capacity to pay are:
¢ Availability of proprietary resources of sufficient volume;

e Lack of overdue accounts payable.

During all analyzed periods the issuer’s operating activity was carried out for account of
proprietary resources, herewith there were no overdue accounts payable for all kinds of arrears,
excluding the settled backlog of debt obligations of Vnesheconombank.

It should be noted that the level of overdue debt in the total amount of long-term and short-
term obligations has permanent tendency to reduce and as of 31.06.2005 it amounts to 1,9%. '

The issuer’s net assets for the second quarter of 2005 grew. As of 31.06.2005 the amount of
the issuer’s net assets was 15 251 919 thousand rubles.

Thus, despite the invariance of the charter capital the issuer has demonstrated considerable
growth of net assets amount. Essential excess of net assets over the charter capital is one of basic
criteria of the issuer’s financial stability.

By the results of quarter 2 of 2005 the amount of raised funds did not exceed the amount of
the issuer’s capital and reserve.

As 0f 31.06.2005 the share of raised funds in the issuer’s capital and reserve was 95,2%.

In quarter 2 of 2005 the share of short-term obligations in the issuer’s capital and reserve
made out 57,5%.
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So, the issuer has reasonable leverage and is relatively independent of creditors.

Turn-over indicators characterize the issuer’s business activity, the efficiency of management.
That is why when the rate of turn-over increases one may speak about the increase of the
Company’s capacity to pay.

Basic features of the issuer’s credit solvency are:

e Efficient usage of borrowed funds during all the periods under analysis;
e Positive credit background of the issuer.

Hence, it is possible to state that the level of credit risk is insignificant.

Basing on the results of estimation of the Company’s financial standing for the periods under
analysis OJSC “VolgaTelecom” is the Company with satisfactory financial standing. Upon the
whole the Company’s capacity to pay and its financial stability are at reasonable level despite
negative changes of some indicators. .

The Company has fair chances for further development. The implementation of scheduled
investment projects will help to achieve more efficient operation of OJSC “VolgaTelecom”.

In order to increase the capacity to pay, the financial stability and liquidity the Company’s
management worked out a number of arrangements the purpose of which is to optimize the
indicators mentioned above.

2.2. The issuer’s market capitalization

Information on the issuer’s market capitalization for the last 5 accomplished fiscal years and as of
the end date of the last accomplished report period:

Total market capitalization of OJSC “VolgaTelecom”:

End date of fiscal year/end date_of the last accomplished report capitETi?a:tion,
period . US$
31.12.2000 ‘ 124 845 000 *
31.12.2001 83 984 499 **
31.12.2002 ‘ 372 563 397
31.12.2003 , 703 247 172
31.12.2004 946 325 261
30.06.2005 ‘ 1 033 824 357

* The number of ordinary and preferred shares transactions in the last quarter of 2000 was less than 10, weighted
average price and capitalization amount by ordinary and preferred shares are calculated on the basis of bilateral
transactions concluded in fact at trading session via NCP “Stock exchange RTS” during quarter 1V of 2000.

** The number of preferred shares transactions in the last quarter of 2001 was less than 10, weighted average price
and capitalization amount by preferred shares are calculated on the basis of bilateral transactions concluded in fact at
trading session via NCP "Stock exchange RTS” during quarter IV of 2001.

The issuer’s shares are allowed for circulation by three organizers of trading at securities
market:

- Non-commercial partnership “Stock exchange “Russian trading system” (NCP Stock
exchange “RTS”);

- Open Joint Stock Company “Stock exchange “Russian trading system” (OJSC “Stock
exchange RTS”);

- Closed Joint Stock Company “Moscow Interbank Currency Exchange” (CISC “MICEX").
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NCP Stock exchange “RTS”- the organizer of trading is selected for calculation of weighted
average price of a share; the issuer’s shares have been circulating there since December 1996.

Methods of determining the issuer’s market capitalization:

Market capitalization is calculated as the product of shares quantity of the corresponding
category (type) by weighted average price of a share of this category (type). Weighted average price
of a share is calculated by 10 largest transactions made via the organizer of trading at the securities
market in the month preceding the month in which the last report quarter ends or in the last month
of each accomplished fiscal year, for which the issuer’s market capitalization is indicated.

In case, if during the month indicated in this item there were less than 10 transactions made
via the organizer of trading at the securities market, then the weighted average price of a share is
calculated by 10 largest transactions made via the organizer of trading at the securities market
during 3 last months preceding the month in which the last report quarter ends, or during 3 last
months of each accomplished fiscal year for which the information on the issuer’s market
capitalization is indicated.

In case, if during the 3 months indicated above in the present item there were less than 10
transactions made via the organizer of trading at securities market, then the method of issuer’s
market capitalization defining on the basis of calculation of weighted average price of shares
allowed for circulation by the organizer of trading at the securities market, by 10 largest
transactions, made via trade organizer at the securities market, is not applied.

In case, if during the 3 months indicated above in the present item there were less than 10
transactions made via the organizer of trading at securities market, then the issuer’s market
capitalization is calculated on the basis of weighted average price of shares allowed for circulation
by the trade organizer at the securities market, the price being calculated on the basis of bilateral
transactions concluded in fact at trading session via the organizer of trading at the securities market
during 3 months indicated above in the present item.

In case if the information on concluded transactions for some reasons may not be presented by
the trade organizer at the securities market, the methods of defining the issuer’s market
capitalization on the basis of calculation of weighted average price of shares, allowed for circulation
by the organizer of trading at the securities market, are not applied.

Ordinary registered shares:

End date of fiscal . .
. Period of weighted
yearﬁr;dl ad Sa;te of avz\rl'zlggeh:)er?c e Number of Capitalization, average Qrice
accomplished US$ shares uss calculation
report period
31.12.2000 1,32000 * 87 508 200 115510824 * 3 months *
31.12.2001 0,83640 87 508 200 73 191 858 3 months
31.12.2002 1,25144 245 969 590 307 816 184 1 month
31.12.2003 2,33161 245 969 590 573 505 156 3 months
31.12.2004 3,12287 245969590 | 768 131054 1 month
31.06.2005 3,41118 245 969 590 839 046 546 1 month

Preferred registered shares:
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End date of fiscal Period of weighted
year/end date of Weighted N T g
- umber of Capitalization, average price
the last average price, shares Us$ calculation
accomplished us$
report period
31.12.2000 0,32000 * 29 169 300 9334176~ 3 months *
31.12.2001 0,37000 ** 29 169 300 10 792 641 ** 3 months **
31.12.2002 0,78976 81 983 404 64 747 213 3 months
31.12.2003 1,58254 81 983 404 129 742 016 1 month
31.12.2004 2,17354 81 983 404 178 194 208 1 month
31.06.2005 2,37582 - 81983 404 194 777 811 1 month

* The number of ordinary and preferred shares transactions in the last quarter of 2000 was less than 10, weighted
average price and capitalization amount by ordinary and preferred shares are calculated on the basis of bilateral
transactions concluded in fact at trading session via NCP “Stock exchange RTS” during quarter IV of 2000.

** The number of preferred shares transactions in the last quarter of 2001 was less than 10, weighted average price
and capitalization amount by preferred shares are calculated on the basis of bilateral transactions concluded in fact at
trading session via NCP “‘Stock exchange RTS” during quarter 1V of 2001.

2.3. The issuer’s liabilities

2.3.1. Accounts payable

The total amount of accounts payable and the total amount of overdue accounts payable of the
issuer is provided as of 01.07.2005:

Indicator description Quarter 2 of 2005
Total amount of accounts payable
14 084 517
(thousand rubles) 8
Total amount of overdue accounts payable 267 094
(thousand rubles)

The issuer’s overdue accounts payable consists of debt obligations to Vnesheconombank Neo
63-1-1-27 of 21.03.1995, No 55 -1-1-27 of 21.03.1995, Ne 61-1-1-27 of 21.03.1995, Ne 60 -1-1-27
of 21.03.1995, Ne 54 -1-1-27 of 21.03.1995, Ne 50-1-1-27 of 21.03.1995, Ne 216-1-1-27 of
10.07.1997, Ne 218-1-1-27 of 10.07.1997, Ne 153-1-1-27 of 02.12.1996.

The reason of default on obligations is default of year 1998.

Activities are carried out to repay the principal debt and to restructure the overdue part with
writing-off of penalty rates in accordance with article 104 of Federal law “On federal budget for -
20057 Ne173 of 23.12.2004. '

In accordance with adopted program of management of overdue part of the debt the budget of
2005 stipulates repayment of overdue debt during the period of repayment of the principal debt.

The period of repayment of overdue accounts payable is to 2007 inclusive.

The issuer’s credit policy is aimed at the increase of share of long-term obligations in the total
amount of the Company’s accounts payable.

The advantages of long-term crediting:
o Low rate to raise funds;

e Debt load is distributed for a longer period;
| 19




e Wider capabilities to manage the debt portfolio in order to increase the debts’ liquidity and to

minimize the costs to raise borrowed funds;

¢ Conducting the operations with own debt securities allows for flexible management of arrears.

As of 30.06.2005
Payment occurrence date
Accounts From From From 90 From
payable As of Upto 30| 30to 60 60 to to 180 | 180days [ Owverl
item 01.07.2005 | days days 90 days days | to 1 year year
Short-term and long-
term liabilities, total,
including: 14084517 | 2877714 | 1250892 | 418204 | 1453707 | 1700000 | 6384000
Accounts payable, total, ‘ :
including: 3674118 | 2050315 | 1011892 | 283204 | 328707 0 0
To the suppliers and
contractors 2347915 | 1056562 | 704375 | 258271 | 328707
Bills for payment '
To the issuer’s
affiliated
persons/entities
Remuneration of labor 242892 | 242892
Backlog to the budget
and extrabudgetary
funds 252185 | 252185
Other accounts payable 831126 | 498676 | 307517 | 24933
Credits, total 5622781 135000 | 404000 | 700000 | 4383781
Loans, total, including: 2416791T 239000 721000 456791
Bonded loans 1000000 1000000 |
Other liabilities 2370827 | 827399 1543428
Overdue accounts payable, total, including: 267 094
To the budget and extrabudgetary funds, thousand rubles -
Overdue indebtedness under credits, thousand rubles -
Overdue indebtedness under the loans of 267 094
Vnesheconombank, thousand rubles

20



The creditors whose share in the total amount of accounts payable is at least 10%:

Terms and
Full brand Abbreviated The amount | The amount of conditions of
of accounts overdue .
name of the brand name . overdue Miscellane
. Location payable, accounts
creditor of the : accounts ous
. ! thousand payable,
creditor . payable,
rubles thousand rubles
thousand rubles
Quarter 2 of 2005:
Volgo- .
. Nizhny
Vyatskyi VVB of RF
Novgorod 276 691 - -
bank of RF 'SB g 4276 69
SB city

2.3.2. The issuer’s credit background

Credit agreements and loan contracts, the amount of principal debt under which is 5 and more
percent of the issuer’s net assets value, as of 01.07.2005 and for the last 5 accomplished fiscal

years:

| Creditor’s (debt

The amount of

Term of credit

Liability description holder’s) name | principal debt, (loan) / credit
: ; thousand rubles | payment period
2000:
In 2000 the specified credit contracts and (or) loans were not concluded
2001:
In 2001 the specified credit contracts and (or) loans were not-concluded
2002:
In 2002 the specified credit contracts and (or) loans were not concluded
2003:
: 3 years
Large investors, (credi typaymen "
Bonded loan legal entities and 1 000 000 .
nagtural persons _ period 21.02.2006)
2004:
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Creditor’s (debt The amount of Term of credit
Liability description ' \ principal debt, (loan) / credit
- holder’s) name .
: thousand rubles | payment period
JSCf%lgings Bank 5 years
Credit line in RF rubles | 0" O_éoitssfy)i 1 480 000 (credit payment
S period 09.06.2009)

The Issuer performed timely and in full the liabilities on the bonds issue and on the contract
of credit line with Volgo-Vyatskyi bank of Russian Federation Savings Bank (OJSC), the aggregate
face value of which is 5 and more percent of the balance-sheet value of the Issuer’s assets as of the
date of the last accomplished quarter, preceding the state registration of the report on the results of
the bonds issue. |

2.3.3. The issuer’s liabilities from the guarantee provided to third parties

Guarantees in the form of pledge and surety, making more than 5 % of the issuer’s balance-
sheet assets, for quarter 2 of 2005 and for the last 5 accomplished fiscal years:

. - Quarter 2
Indicator description 2000 2001 2002 2003 2004 of 2005
Total amount of the
issuer’s liabilities from
the guarantee it - 251785 1903425 | 4526462 | 8116121 | 8375156
provided (thousand
rubles)

Total amount of
liabilities of third ,
parties under which the
issuer provided
guarantees in the form
of pledge or surety to
third parties (thousand
rubles)

- 88311 1133672 | 1237455 | 1393526 | 1396885

The information on each of the issuer’s liabilities of providing guarantee to third parties -
(including in the form of pledge or surety) making up at least 5 percent of the issuer’s balance-sheet
assets value for the last accomplished fiscal year or for the last accomplished report period till the
date of approval of the prospectus of securities:

For year 2002

The amount of guaranteed liability of the issuer (of the third party): 815 000 thousand rubles
Date of performance: 2007

Method of guarantee: pledge

The amount of guarantee: 815 000 thousand rubles

The subject of pledge: equipment
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The value of the pledge subject: 815 000 thousand rubles
The period of guara