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Mission and objectives of the Company. The role of the Code of Corporate 
Governance. 

JSC CenterTelecom (henceforth “the Company”) is the telecom market leader in the Central 
Federal District of the Russian Federation, offering the whole range of modern 
telecommunications services: local, domestic long-distance and international telephone services, 
Internet access, data, ISDN, IP-telephony, mobile (cellular) communications, paging, wireless 
access. 

Its mission JSC CenterTelecom views in providing modern high quality telecom solutions and 
world-class service in the territory of the Central Federal District in order to: 

• meet the customers’ needs based on a unique personal approach to each customer; 

• ensure growing returns for shareholders and making distinct contributions to the society 
where JSC CenterTelecom does its business; 

• build up long-term mutually beneficial partner relations based on mutual trust, integrity 
and transparency; 

• ensure consistent realization of the potential of each employee; 

• perform the duties of a public telecommunications operator. 

JSC CenterTelecom views the Code as one of the vital means to accomplish the Company’s 
mission, and voluntarily undertakes to observe in its activities rules, principles and best practices 
of the corporate governance set forth in the Code. 

The purpose of enacting the Code is to elaborate and implement in the day-today Company’s 
operations rules and principles of the corporate governance facilitating successful development 
of the Company, growth of its revenues and market capitalization, ensuring legitimate rights and 
interests of all shareholders. 

Provisions laid down in this document are based on the Code of Corporate Conduct 
recommended by the Federal Commission for Securities Market of the Russian Federation, basic 
principles of corporate governance developed by the Organization of the Economic cooperation 
and Development (OECD), the Federal Law On Joint-Stock Companies, the Company’s Charter, 
statement of the principles of the Corporate Behavior of the Company. The Code meets key 
requirements of international best practices of the corporate governance, stemming not only from 
compliance with the law, but from making additional commitments to ensure complete 
exercising investors’ rights, observing accepted business ethics common for the whole business 
community. 

The Code is a collection of voluntarily made commitments based on a balance of interests of the 
Company’s shareholders, its governing bodies and other stakeholders. 

JSC CenterTelecom in its activities will strive to constantly improve and streamline the 
Company’s corporate governance practices, implementing in the course of the Company’s 
operations advanced Russian and international expertise and experience, and highest standards, 
and refining provisions of the Code and the Company’s internal regulations and rules of 
procedure governing relationships arising in the management of the Company. 
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Chapter 1. Principles of Corporate Governance. 
1.1 Corporate Governance is a consistent set of principles, rules and best practices governing 

the operations of the governing and controlling bodies in the relationships between 
shareholders, members of the Board of Directors, executive managing bodies of the 
Company and its stakeholders (creditors, partners, customers, employees, etc.). 

1.2 The Company undertakes to develop the corporate governance practices adhering to 
principles that shall ensure: 

• actual ability of shareholders to exercise their rights arising from having an interest in 
the Company; 

• equal and equitable treatment of shareholders owning same type (category) of shares 
including minority and foreign shareholders; 

• implementation by the Board of Directors of strategic governance of the Company and 
exercising an efficient control on its part over the operations of the Company’s 
executive bodies, and accountability of the Board members to the Company’s 
shareholders; 

• sound, in good faith and efficient management of Company’s current activities aimed at 
achieving its sustainable long-term development and building shareholder value and 
providing returns to shareholders; accountability of the Company’s executive bodies to 
its Board of Directors and shareholders; 

• timely disclosure of complete and credible information about the Company including its 
financial position, financials (including financial statements in compliance with 
international accounting standards), material events of the corporate activities, 
ownership structure and organizational chart to enable making informed and sound 
decisions by shareholders and potential investors of the Company;  

• efficient control over financial and business operations of the Company to protect 
legitimate rights and interest of the Company’s investors and shareholders; 

• honoring legitimate rights of the Company’s employees, development of partner 
relationships between the Company and its employees in resolving social issues and 
working conditions regulations; 

• extensive cooperation between the Company and investors, creditors, and other 
stakeholder groups to improve the Company’s valuations, including build-up of assets, 
increase of the share prices and market value of the Company’s other securities, 
consolidating business standing and track records; 

1.3 The Company recognizes the vital importance of improving corporate governance of its 
daughter companies, affiliates and associates and will strive to implement modern 
corporate governance principles and practices in operations of these entities directing these 
companies towards to open and transparent activities and fostering adoption and 
implementation by them of basic provisions of the Code. 

Chapter 2. Rights of the Company’s Shareholders 
2.1 The Company’s activities are based on the assumption that its shareholders are empowered 

with a set of rights with respect to the Company; and the Board of Directors, the 
Management Board and the General Directors in the first place owe the duty of honoring 
and protecting these rights. 
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2.2 The Company will be anxious to ensure the shareholders’ right to take part in managing 
the Company and making decisions on key issues of its activities. To this end: 

• shareholders are directly involved in managing the Company through their approval of 
decisions made on the vital issues of the Company activities at general meetings of 
shareholders; 

• shareholders are entitled to demand that a shareholders’ meeting be convened, a 
meeting of the Board of Directors be held, an audit of financial and business activities 
of the Company be conducted, to put forward their proposals on the agenda of a general 
meeting of shareholders, nominate candidates to the Company’s governing and 
controlling bodies, etc. as stipulated by the Federal Law On Joint-Stock Companies, the 
Charter and internal regulations of the Company; 

• in the course of preparing annual and extraordinary meetings of shareholders of the 
Company shareholders shall be provided with information on all issues on the meeting 
agenda enabling them to make sound decisions on the relevant matters and 
comprehensively and objectively assess results of the Company’s operations. The 
volume and substance of the information provided to shareholders are identified by the 
Company’s Charter. Additional information for an annual meeting of shareholders 
(financial statements of the Company according to international accounting standards, 
backgrounds of nominees to the Board of Directors and internal audit commission, data 
about shareholders who filed proposals for agenda of a general meeting of shareholders, 
etc.) may be provided to shareholders pursuant to a decision of the Board of Directors. 
Access of shareholders to this information shall be provided at the locations of the 
Company’s executive bodies, regional operating branches, as well as on the corporate 
website of Company at www.centertelecom.ru; 

• the Company will undertake effort as required to give notice of a meeting of 
shareholders and annual and ensure access to materials pertaining to the meeting agenda 
within timeframe allowing shareholders to most carefully prepare to making justified 
decisions on the agenda items of the relevant general meeting of shareholders (30 days 
prior to the meeting date, unless a longer term is expressly stipulated by the applicable 
law);  

• arrangements for serving notice to shareholders of holding a meeting stipulate sending 
the notice by registered mail or handing it over with a signed receipt to each shareholder 
included in the list of shareholders entitled to take part in the general meeting of 
shareholders; the notice of a meeting shall also be published in one of the national 
dailies, identified in the Company’s Charter – The Rossiyskaya Gazeta, and posted on 
the Company’s website at: www.centertelecom.ru;  

• as electronic means of data interchange, techniques and legal framework for 
identification and authentication of electronic data recipients evolve (practical 
application of electronic signatures) the Company will aim at using electronic 
communications as an additional means of notifying shareholders of holding a general 
meeting of shareholders and providing them with the relevant information for the 
meeting, as well as receiving from them completed ballot papers for voting; 

• in the course of preparing an annual meeting shareholders will be provided with 
complete information making it possible to form an opinion whether conditions are in 
place for the Company to allow for dividend payments, to assess actual financial 
achievements over the reporting period; all financial statements and accounting reports, 
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the annual report, the independent auditor’s and internal audit commission’s reports 
shall be provided, as well as information on the rules of dividend calculation and 
payment arrangements; 

• when deciding on the venue, date and time of holding a general meeting the Company 
shall proceed from a requirement to ensure a real and unencumbered opportunity for 
shareholders to attend the meeting in person; 

• upon a request in writing the Company shall provide shareholders owning at least 1% of 
the votes with a list of shareholders entitled to take part in the general meeting of 
shareholders within 5 business days from the date of receiving the request, the personal 
data and postal address of the shareholders included in the list being provided only 
subject to their consent. Upon a request in writing of any relevant person the Company 
shall provide the person in question within 3 business days with an extract from the list 
of shareholders entitled to take part in the general meeting of shareholders, stating the 
personal data of the person in question, or with a statement certifying that the person in 
question is not on the list of shareholders entitled to participate in the general meeting of 
shareholders. 

2.3 Shareholders shall be provided with a reliable system of maintaining records certifying 
their ownership rights for shares in the shareholders’ register, kept by the Company’s 
Registrar, the latter having licenses and certificates required to perform these activities, as 
well as competent and skilled personnel and necessary technical equipment and facilities. 
The Company has no interest in the equity of the Registrar and maintains no material 
relationships with it, other than making payments for maintaining the register and carrying 
out the Company’s directions pursuant to a contract entered by and between them. Should 
the Company’s Registrar be replaced the Company will be guided by the same selection 
criteria in choosing the new registrar as in appointment of the former one. 

2.4 The Company undertakes to honor shareholders’ right to participate in the profits of the 
Company distributed as dividends. Dividends shall be paid by the Company from its net 
profits. Shareholder can count on dividend payments made in a manner most suitable for 
him/her and specified in the registered person’s questionnaire entered in the system of 
maintaining the register of the Company securities owners. 
The Company shall develop an internal document – Statement of dividend policies setting 
forth transparent and sound rules for defining dividend amounts and payment 
arrangements, and stating measures to be applied to executive bodies in the event of 
incomplete or untimely payment of declared dividends. 

2.5 In order to exercise shareholders’ rights and ensure efficient interactions with them special 
units (departments, groups) for shareholders’ relations shall be established within the 
General Directorate of the Company and its regional branches, and steps to be taken to set 
up transfer-agency offices in the territory of each of the regional branches of the Company. 

2.6 The Company expects that shareholders will not abuse their rights and will refrain from 
acts aimed at causing harm to other shareholders or the Company. The Company deems 
unacceptable if mechanisms are created allowing some shareholders to gain a degree of 
control inconsistent with the percentage of shares owned by them in the legal capital of the 
Company. These mechanisms shall be made public to eliminate them. The Board of 
Directors shall be responsible for timely exposing these mechanisms.  

Chapter 3. General Meeting of Shareholders 
3.1 The arrangements for preparing and holding a general meeting of shareholders are set forth 

in the Charter and Regulations on the general meeting of shareholders of JSC 
CenterTelecom (the Regulations on the general meeting) – an internal document of the 
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Company. The Company undertakes to lay down rules of procedure and arrangements of 
conducting a general meeting of shareholders ensuring equal treatment of all shareholders 
and not infringing on the rights and legitimate interests of any group of shareholders. 

3.2 When exercising the rights related to convening a meeting of shareholders and drawing up 
the meeting agenda shareholder(s) shall be entitled not to submit a statement of the register 
certifying his/her share ownership, if their ownership rights are recorded in the system of 
maintaining the shareholders’ register; in the event that share ownership rights are recorded 
in the depositary account with a depositary submitting a statement of account will suffice. 

3.3 The Company shall provide for registration of participants in a general meeting of 
shareholders, giving an opportunity to all shareholders intending to take part in the general 
meeting to carry out the registration procedure, and posing no obstacles for taking part in 
the general meeting. 

3.4 The Company shall ensure protection of shareholder’s rights in the course of counting 
results of voting at a general meeting of shareholders by assigning functions of the 
Company’s counting commission to an independent registrar. 

3.5 When drawing up the agenda of a general meeting of shareholders the Company shall 
define the wording of items in a manner precluding their ambiguous or variable 
interpretation. 

3.6 The Company shall ensure arrangements for conducting a general meeting of shareholders 
to guarantee a reasonable equal opportunity for all shareholders attending the meeting to 
voice their opinions and ask questions of interest for them on the agenda items. 
During discussions of the agenda items at a general meeting of shareholders the meeting 
attendees are provided with sufficient information on the issues on the meeting agenda and 
(if necessary) clarifications on the agenda items and the information made available. Any 
attendee of the meeting is entitled to apply in writing for clarifications on any agenda item 
and the information made available, addressing the meeting Chairman, the meeting 
Praesidium or the person (persons) who provided the information. Any written request 
filed as required shall be reviewed at the meeting.  

3.7 In order to ensure answering questions of concern for shareholders by relevant officers at 
the general meeting of shareholders the Company shall arrange for and undertake 
necessary efforts to ensure personal attendance at the meeting of the independent auditor’s 
representatives, current members of the internal audit commission, and nominees for a new 
Board of Directors. 

3.8 The Company intends to eliminate any doubts over the accuracy of the results of the vote 
counting, and to this end ensures vote counting and making the voting results public prior 
to the meeting conclusion. Information on the voting results and decisions passed at the 
meetings of shareholders shall be published by the media in the source specified by the 
Regulations on the general meeting of shareholders, and posted on the website of the 
Company at: www.centertelecom.ru. 

Chapter 4. The Board of Directors of the Company 
4.1 The Board of Directors is a collective collegial governing body of the Company providing 

general guidance for the Company’s activities except matters expressly referred by 
applicable federal law and the Company’s Charter to the powers of the general meeting of 
shareholders and executive bodies of the Company. The primary task of the Board of 
Directors is control over ensuring efficient management of the Company operations in 
order to raise market capitalization, ensure sustainable long-term improvement of margins 
and net asset growth, safeguard rights and legitimate interests of shareholders. 

4.2 The Board of Directors shall be elected at a general meeting of shareholders by a 
cumulative voting facilitating due consideration of opinions of all shareholders, including 
those owning a small interest (minority shareholders).  
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The Board of Directors decisions stem from a necessity to treat equally and equitably all 
shareholders, and shall not take into account only interests of any one group of 
shareholders. The Board shall put in place a consistent system of identifying and resolving 
potential conflicts of interests inside the Board and in the executive bodies. The Board 
ensures equal conditions for exercising their rights by all shareholders.  

4.3 The Company intends to ensure a composition of the Board representing an efficient 
balance of expertise, professional experience, backgrounds, knowledge and individual 
personal merits, and its compliance with provisions of applicable laws related to the board 
composition, in particular, the mix of executive and non-executive directors. The Company 
will seek to set out in its internal documents requirements to be met by members of the 
Board of Directors.  
The Company believes that nominees for the Board of Directors shall be trusted by 
shareholders, possess expertise, skills and experience enabling decision-making on the 
issues referred to the powers of the Board of Directors, and have personal qualities 
enabling efficient performance of duties and building up relationships with other Board 
members and the Company’s executive bodies.  
The Board will adhere to making regular evaluations of its performance, including 
assessing the balance of expertise, skills and experience of the Board members as it is 
formed in the Board, and consider favorable changes to be introduced in the existing mix 
and facilitating maximally successful development of the Company.  
Members of the Board refrain from actions that result or may lead to occurrences of a 
conflict of interests between their interests and those of the Company; should such conflict 
of interests exist or come to existence, the Board members will disclose the relevant 
information about it to the Board.  

4.4 Members of the Board of Directors are entitled: 

• to receive from the Company’s executive bodies complete and timely current 
information on the Company’s operations, and documents specified in the Federal Law 
on Joint-Stock Companies; 

• to be remunerated and compensated for expenses incurred in the course of performing 
the duties of the Board member; 

• to demand recording in the Board meeting minutes his/her dissenting opinion on the 
agenda items and decisions passed by the Board; 

The Board members performing their duties must:  

• act in the best interests of the Company, exercise their rights and perform their duties in 
good faith and reason; 

• efficiently apply their expertise and experience, be unbiased, open and perceptive to 
opinions of other participant in the management decision-making process; evaluate risks 
and unfavorable for the Company repercussions incurred thtough such decisions; 

• adhere to the policies of the Company elaborated at the Board meetings, keep 
confidential and not disclose information about the Company’s operations made 
available to him/her if divulging such information may damage the Company’s 
interests; 

• disclose to the Board his/her affiliations and projected deals, where they may be 
considered an interested party. 
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In the Company’s internal documents it is expressly set forth, that members of the Board 
must notify the Board about intentions to conduct deals involving the Company’s securities 
or securities of its daughter or affiliated companies, and divulge information on the closed 
deals with such securities made by them. 

4.5 The Company believes that participation of independent directors in the Board is of vital 
importance for forming an unbiased opinion about the discussed matters and will strive for 
electing by shareholders to the Board of Directors of persons considered as independent 
directors. The crucial requirement of the Company to be met by an independent director – 
member of the Board is that he or she should not have material relations with the Company 
or its major shareholders, affiliated persons capable of unduly influencing his/her opinion 
formation and ability of a fair judgment guided exclusively by his/her professional 
experience and expertise.  
A member of the Board of Director is deemed to be an independent director if he/she falls 
under the definition contained in the Federal Law On Joint-Stock Companies and meet the 
following criteria of independence stated in the Code of Corporate Conduct proposed by 
the Russian Federal Commission on Securities Market: 

• for the past three years he/she did not hold and does not hold now any executive 
(managerial) position in the company and was not and is not the company’s employee, 
or an executive or an employee of the managing organization of the company; 

• he/she is not an executive of another company where any of the company’s executives 
is a member of the board remuneration and compensation committee;  

• he/she is not an affiliated person of an executive (manager) of the company (of an 
executive of the company’s managing organization); 

• he/she is not a government representative; 

and also meet the following criteria: 

• he/she does not own personally or through affiliated persons any interest in the 
company, such interest being sufficient for self-nomination for the Board of Directors; 

• he/she does not receive remunerations for consulting and other services rendered by 
him/her to the Company, except remuneration for activities as a member of the Board of 
Directors (Committees of the Board of Directors); 

• he/she does not represent interests of consultants and contractors involved in the 
dealings with the company; 

• he/she enjoys excellent business standing, observes highest ethical standards, has 
required leadership qualities and entrepreneurial experience; 

• he/she publicly declared his/her independent director status before his/her election to the 
Board of Directors. 

The Company deems it necessary for an independent director to regularly disclose in a form of 
personal representation information enabling identification of his/her affiliation with 
shareholders or contractors of the Company or their affiliated persons. 

4.6 Arrangements for holding meetings of the Board of Directors are laid out in the 
Regulations on the Board of Directors. The Company will strive to streamline the 
arrangements so that to enable members of the Board of Directors to be best prepared for 
the Board meetings.   
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The Board of Directors holds its meetings on a regular basis, at least nine times a year 
following an approved schedule. Should it be necessary, the Board of Directors shall 
review issues not scheduled for discussion. 

4.7 The Company intends to ensure that decisions on issues of paramount importance are taken 
at the Board meetings attended in person by members of the Board (such issues include 
approval and amendments of the budget, the Company development strategy, preliminary 
approval of annual reports, election and re-election of the Chairman of the Board of 
Directors, formation of executive bodies of the Company and early termination of their 
powers, putting forward proposals on the Company reorganization or liquidation for 
passing decisions at a general meeting of shareholders, approval of major and most 
important transactions, etc.). 

4.8 The Board of Directors identifies priorities in the Company activities and approves the 
annual budget, strategies and development programs of the Company, as well as monitors 
and controls their implementation, creates and keep working necessary controls over 
activities of the Management Board and the General Director, including monitoring and 
evaluating their performance.  

4.9 The Board of Directors will work to develop efficient performance monitoring system and 
to put in place on its basis a transparent remuneration scheme and compensation policy to 
reimburse expenses incurred by members of the Board of Directors and related to their 
performance of the Board member’s duties. Remuneration and compensations of the Board 
members should be consistent with their contribution to the Board activities and 
development of the Company. Information about total amount of remuneration paid to 
members of the Board of Directors for the past full fiscal year features in the annual report 
of the Company approved by a general meeting of shareholders, and in a quarterly issuer’s 
report.   

Chapter 5. Committees of the Board of Directors 
5.1 In order to improve performance and efficiency of the Board of Directors activities the 

Company shall set up committees of the Board of Directors for preliminary review of most 
important issues vital for the Company operations and working out recommendations to 
the Board of Directors for passing decisions on those issues. The Committees shall follow 
provisions of the Charter, Regulations on the Board of Directors and Regulations on the 
Committees of the Board of Directors of JSC CenterTelecom.  

5.2 The following standing Committees of the Board of Directors are set up in JSC 
CenterTelecom: the Audit Committee, the Corporate Governance Committee, the Budget 
and Investment Planning Committee, the Personnel and Remuneration Committee. Other 
standing or ad hoc (provisional) committees may be set up pursuant to decisions of the 
Board of Directors.  

5.3 The key tasks of the Audit Committee according to the terms of reference are: streamlining 
the Company interactions with auditors, facilitating efficient operations of the Company’s 
internal audit system and efficient interactions between external and internal auditing, 
review of standards and procedures of internal audit in the Company and monitoring 
implementation of these procedures; review and analysis of the auditor’s reports before 
submitting them for approval by the Board of Directors; review of proposal and working 
out recommendations on management risks arising in the course of the Company financial 
and business operations; evaluation of efficiency and performance of the internal control 
and risk management system in the Company; review of proposals and working out 
recommendations to refine them. 

5.4 The key tasks of the Corporate Governance Committee are: working out recommendations 
on implementation of provisions laid put in the Code of Corporate Governance and putting 
in place best practices of corporate governance in the activities of the Company, provisions 
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of the Charter and internal documents of the Company; drafting recommendations and 
preliminary review of material on implementation of corporate transformations, 
organization chart of the Company, including key functions of structural units; setting up 
mechanisms aimed at prevention and resolution of corporate conflicts, facilitating and 
participation, if required, in their solution. 

5.5 The key tasks of the budget and investment planning committee are: preliminary review 
and drawing up recommendations on implementation of the budgeting framework, 
working out and adjustment of budgets and development projections of the Company; 
analysis of the budget performance of the Company; drawing up recommendations on key 
performance indicators and management of financial activities of the Company, pursuing 
the Company’s investment policies, arrangements for inviting tenders for supply of 
equipment and carrying out works, participation in making relevant decisions. 

5.6 The key tasks of the Personnel and Remuneration Committee are: assisting in engaging 
professional experts for managing the Company and putting in place necessary incentives 
for their efficient work; development of recommendations on the Company’s personnel 
and human resource policies, including motivation and incentive compensations, 
evaluation of key managers’ performance; drawing up recommendations on formation of 
executive bodies of the Company, on principles and criteria for determination of 
remuneration amount for members of the Board of Directors, the general Director and 
members of the Management Board. 

5.7 Following recommendations of the Code of Corporate Conduct suggested by FCSM of 
Russia and best practices of the corporate governance the Company will seek to ensure 
maximal possible membership of independent and non-executive directors in the 
Committees of the Board of Directors. 

Chapter 6. Executive Bodies of the Company 
6.1 The Board of Directors in order to ensure efficient running of the Company sets up a 

collegial executive body (the Management Board) and appoints a sole person executive 
body (the General Director). The General Director of the Company pursuant to his/her 
terms of reference is the chairman the Management Board and directs its operations. 
Setting up the collective executive body is aimed at making more sound and substantiated 
decisions. 

6.2 The Management Board and General Director act in strict compliance with the applicable 
law, provisions of the Charter and Regulations on the Management Board of the Company, 
are accountable to the Board of Directors of the Company and free in making decisions 
within the framework of policies, missions and tasks set by shareholders and the Board of 
Directors. 

6.3 Allocation of powers and authority between the sole person and collective executive bodies 
is regulated by the Charter of the Company. Taking decisions on issues beyond normal 
business activities and those issues in the normal course of business of the Company that 
significantly affect the Company, is primarily referred to the authority of the collective 
executive body.  

6.4 Composition and membership of the Management Board are determined by a decision of 
the Board of Directors acting on the proposal of the General Director, members of the 
Board of Directors in such a manner as to ensure productive and constructive discussion of 
issues and taking timely and well-thought decisions.  
The Management Board’s term of office is set by the Board of Directors. Authorities of 
any member or all members of the Management Board may be terminated before expire.  

6.5 For performing the duties of a member of the Management Board a person should qualify 
for the position, have professional expertise required for managing current operations of 
the Company. Requirements to be met by each member of the Management Board in terms 
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of his/her professional experience, knowledge, and his/her rights, duties, and 
responsibilities and liabilities are set out in a separate employment contract entered into by 
and between the member of the Management Board and the Company. The contract is 
signed by the General Director on behalf of the Company.   
Forming the membership of the executive bodies the Company does not permit existence 
of conflicts of interest resulting from a prospective member’s sitting on governing bodies 
or holding an executive position in other legal entities – competitors of the Company.  
Members of the Management Board including the General Director shall refrain from any 
activity that result or is likely to result in a conflict between their interests and those of the 
Company, and in the event that such a conflict appears they must promptly advise the 
Board of Directors of it. 

6.6 The General Director and Management Board realize that they are responsible to 
shareholders and view as their primary goal a competent and in good faith performance of 
their duties of running normal operations of the Company ensuring sustainable long-term 
development of the Company. 

6.7 In dealings with its business partners the Company’s executive bodies are directed by high 
business ethical standards, adhere to principles of building-up long-term relationships, 
fostering dialog and mutually beneficial cooperation.  
The General Director and members of the Management Board can be brought to account 
for violations of provisions covering usage of confidential, proprietory and insider 
information about the Company in personal interests and those of third parties. 

6.8 The Management Board realizes a system of controlling and monitoring risks inherent to 
the Company’s operations in order to timely identify trends that might adversely affect 
results of current operations of the Company and implementations of perspective plans of 
the Company development. The General Director and Management Board provide the 
Board of Directors of the Company with information on the events that may invoke the 
highest risks for the Company, and submit proposals on preventing crises connected to 
such risks. 

6.9 The Company will seek to implement regular evaluation of the performance of the General 
Director and members of the collective executive body based on criteria reflecting main 
objectives and tasks of the Company activities on a relevant stage, and to determine 
remuneration of these senior executives on the basis or taking into account their 
performance. Information on the total remuneration amount paid to members of the 
Management Board for the past fiscal year is reflected in the annual report of the 
Company, approved by the general meeting of shareholders, as well as in a quarterly 
issuer’s report.  

6.10 For the purpose of efficient interactions with shareholders and investors and to ensure 
exercising their rights by them the Company deems it advisable to have special structural 
units in the Company dealing with securities and corporate governance matters. 

Chapter 7. The Corporate Secretary of the Company 

7.1 Strict compliance of bodies and executives and officers of the Company with procedures 
set out in applicable law, the Charter and other internal documents of the Company is an 
essential prerequisite for enforcing rights and interests of shareholders. 

7.2 The Company deems it necessary to establish an office of the Corporate Secretary of the 
Company as a permanent position for a person with the required professional expertise, 
and not combining these duties with carrying out other functions in the Company. The 
terms of reference for the office of the Company Corporate Secretary shall include 
ensuring compliance of the bodies and executives and officers of the Company with 
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procedural provisions that guarantee exercising the rights and securing interests of 
shareholders. 

7.3 The Corporate Secretary facilitates improving efficiency of the Board of Directors work, 
achieving higher transparency level of the Company and efficiency of the Company 
interactions with its shareholders and other parties to the corporate relationships.  

7.4 The Corporate Secretary is appointed and relieved from the duties by the Board of 
Directors. Activities of the Company’s Corporate Secretary, including his/her rights, 
responsibilities and accountability, terms and conditions of compensation for discharging 
the duties are set out by internal documents of the Company, and in the employment 
contract between the Corporate Secretary and the Company. The contract shall be signed 
by the General Director on behalf of the Company.   
In order to ensure efficient performance of his/her duties by the Corporate Secretary it is 
advisable to set up an office for him/her. Workforce, structure, composition and allocation 
of functions of the staff in this office are set out in the Regulations on the Corporate 
Secretary and Staffers, approved by the Board of Directors. 

7.5 The Corporate Secretary and his/her staff shall ensure fulfillment of the following 
functions: 

• making arrangements for preparation and conducting general meetings of shareholders 
according to provisions of applicable law, the Charter and other internal documents of 
the Company; 

• making arrangements for preparation and holding meetings of the Board of Directors 
according to provisions of applicable law, the Charter and other internal documents of 
the Company; 

• support of Committees of the Board of Directors; 

• support of members of the Board of Directors in discharging their duties by them; 

• ensuring disclosure (provision) of information about the Company and storing/keeping 
the Company’s documentation; 

• ensuring due review by the Company of applications filed by shareholders, and 
resolving conflicts involving infringements on their rights; 

• control over implementation of decisions passed by the Board of Directors; 

• arranging interactions between the Company and its shareholders. 

7.6 Given practices and specifics of arrangements for interactions between governing bodies 
and executive offices of joint-stock companies, the Company also deems it necessary to 
entrust the staff of the Corporate Secretary (the Secretary of the Management Board shall 
be a member of it) with performance of functions of the Management Board’s secretary 
and arranging interactions of the executive bodies with the Board of Directors and its 
Committees. 

Chapter 8. Significant corporate actions 
8.1 The following occurrences are recognized as significant corporate actions of the Company: 

• closing major deals and related (interested) party transactions; 
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• purchase of 30% and more of outstanding ordinary shares (take-over); 

• reorganization and liquidation (winding up) of the Company; 

• increase or decrease of the legal (charter) capital of the Company; 

• introduction of amendments in the Charter of the Company; 

• other corporate actions recognized as such in accordance with applicable legislation. 

The Company provides the shareholders with an opportunity to influence the process of carrying 
out significant corporate actions through establishment of a transparent and fair procedure based 
on due disclosure of information about the likely consequences of such actions for the Company. 

8.2 Major deals and interested party transactions before they are closed shall be reviewed 
beforehand and approved by the relevant governing body of the Company. To reduce the 
risks involved in making managerial decisions, the Company takes the following 
precautions: 

• the Board of Directors approves transactions (a serious of connected transactions) 
related to acquisition, disposal or possible disposal by the Company directly or not of 
assets valued at from 0.4 to 25 per cent of the book value of the Company’s assets, as 
set out in its balance sheet at the latest reporting date; 

• prior notification of the Board of Directors about an intention to close deals in the event 
that: the value of the deal by more than 15 per cent exceeds the market prices (tariffs) of 
similar merchandise (services, works) in the locations of the Company (if the Company 
is the purchaser in the deal), or if the deal value is more than 15 per cent lower than 
relevant market prices (if the Company is the seller in the deal); the deal is a service 
contract for providing or receiving any consulting services the cost of which is in excess 
of 1 per cent of the Company revenues from sales of merchandise (works, services) in 
the previous quarter; in some cases where the Company is a borrower, creditor, provides 
security (surety), etc. 

8.3 The arrangements for closing major deals, interested party transactions, and deals subject 
to approval by the Board of Directors (requiring a notification of the Board of Directors) 
are laid out in the relevant internal documents of the Company (Regulations on 
contracting, etc.).  
In order to protect interest of shareholders and other stakeholders the actions on 
reorganization or liquidation of the Company are carried out exclusively pursuant to 
procedures set out by applicable law of the Russian Federation. 

Chapter 9. Disclosure of Information about the Company 
9.1 The Company realizes the importance of providing shareholders and other interested 

parties with credible and objective information about the Company. Disclosure of 
information about the Company is necessary for shareholders and other parties interested 
in it for the Company performance evaluation and making sound decisions by them. 
Disclosure of information about the Company fosters keeping confidence and trust in the 
Company. 

9.2 Disclosure of information about the Company is carried out based on the Information 
disclosure rules of procedure of JSC CenterTelecom, approved by the Board of Directors 
and identifying documentation and information to be disclosed and provided to 
shareholders and potential investors, and setting out the procedure for provision of the 
information, publications and printed matters.  
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9.3 The objective of the Company’s policies in disclosing information about its activities is to 
ensure timely and full delivery of this information to all parties interested in receiving it in 
the volume and substance necessary to make an informed decision on shareholding in the 
Company or taking other actions capable of affecting financial and business activities of 
the Company.  
The basic principle of the Company’s information policies is providing an opportunity for 
all interested parties of free and unencumbered access to information about the Company. 

9.4 The Company ensures disclosure of information on all essential issues of the Company’s 
activities by way of meeting the requirements laid out by the legislation of the Russian 
Federation, regulations and statutes, by principles of corporate governance and accepted 
international practices.  
Selecting the channels of information dissemination the Company is guided by the 
principle of providing a free, unencumbered and not excessively costly access to the 
disclosed information for interested parties.  
Information is disclosed through publication in a printed edition of a daily readily available 
for a majority of shareholders and other interested parties and identified in the Charter (The 
Rossiyskaya Gazeta), by posting the information on the corporate website at 
www.centertelecom.ru. 

9.5 On its website at www.centertelecom.ru the Company posts enacted current issues of the 
Charter and internal regulations (On meetings of shareholders, On the Board of Directors, 
etc.), annual and quarterly reports, financial statements and reports, information on 
material facts, and information regarding holding general meetings of shareholders and key 
decisions of the Board of Directors, prospectuses covering issues of securities, information 
on the Company’s structure, the Board of Directors, the Management Board, the General 
Director, branches-subsidiaries of the Company, affiliated and daughter companies, the 
Company’s auditor, the Company registrar.  
Regular updates of the information both in Russian and English versions of the website 
ensure equal rights to receive information about the Company for Russian and foreign 
shareholders, and all parties interested in receiving it. To ensure the feedback and input of 
interested parties the website offers web-conference features, Q&A section.  

9.6 The Company annually submits its annual report comprehensively covering the 
Company’s activities in the reporting year, including audited accounting reports, according 
both to the Russian and international accounting standards, report of the internal audit 
commission and the Company independent auditor’s report.  
The annual report shall contain the necessary essential data enabling shareholders to 
evaluate the Company performance in the past year, and information on the essential 
aspects of the Company operations: 

• position of the Company in the industry; 

• results achieved over the year, and development prospects of the Company (sales, 
productivity, captured market share, revenue growth, profit margin, leverage); 

• major risk factors inherent in the Company activities, relations with competition; 

• a survey of the most significant transactions conducted by the Company in the reporting 
year (including deals recognized as major ones according to applicable law, and 
interested party deals, indicating essential terms and conditions of each deal and the 
Company’s governing body which passed the decision approving the deal); 

• a summary of payments of declared (accrued) dividends on the Company shares; 
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• membership of the Board of Directors, background information about members of the 
Board, including brief biographies and the Company’s share ownership in the reporting 
year; 

• information on the sole person and collective executive bodies of the Company, 
including background and brief biographies of the individual members; criteria for 
determination of the remuneration amounts for the sole person and collective bodies of 
the Company; 

• a statement of compliance of the Company with recommendations of the Code of 
Corporate Conduct. 

The Company will strive to include into its annual reports additional information enabling 
shareholders to take more informed and sound decisions, such as the number and breakout of 
customers by types, and the trends of changing the situation; the Company pricing and tariff 
policies; implementation of the Company technical policies and new technology adoption; the 
Corporate Secretary’s report; a report on activities of the Board of Directors and Management 
Board; a summary of filed complaints and corporate conflicts and results of their resolution.  

9.7 Disclosure of information about the Company strikes a reasonable balance between the 
openness of the Company and guarding the security of its vested commercial interests, 
protected under the law on commercial secrets. Pursuing a common information policy and 
ensuring information transparency of the Company are regulated by Information disclosure 
rules of procedure of the Company approved by the Board of Directors. The document lists 
information items to be mandatorily disclosed, and identifies the confidential information, 
a procedure and timeframe of information disclosure; sets out arrangements for interaction 
between structural units of the Company in the course of information disclosure and 
information flows; lists officers authorized to speak (make declarations) on behalf of the 
Company, etc. 
The Company tries to limit possibilities of conflicts of interests and opportunities for 

abusing the insider information, i.e. the information known to a narrow circle of persons that 
may influence the market. All officers, members of the Board of Directors and employees of the 
Company must ensure confidentiality of the relevant information and observe the rules 
governing the use of the insider information. 
 

Chapter 10. Control over Financial and Business Activities of the Company. Risk 
Management. 
10.1 The primary objective of the control over financial and business activities of the Company 

is prevention, identification and minimization of financial and operating risks, 
safeguarding investments of shareholders and assets of the Company. Control over 
financial and business activities of the Company is exercised by the Board of Directors of 
the Company, the internal audit commission, the internal audit department, and by an 
independent audit firm (the auditor) of the Company. 

10.2 The internal audit commission carries out checks of financial and business activities and 
forms an independent expert opinion on the position of the Company. Shareholders of the 
Company are made aware of the commission’s conclusions at a general meeting of 
shareholders in the form of the internal audit commission report attached to the annual 
report of the Company.  
Workings of the Company’s internal audit commission are regulated by the Charter and 
Regulations on the internal audit commission of the Company. The internal audit 
commission is in no way restricted in its activities by opinions and orders of the Company 
officers, and acts independently.  
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The internal audit commission checks functioning of the internal control system and risk 
management and control system, and reports results of the checks in a statement provided 
to shareholders alongside with other documents prior to holding an annual general meeting 
of shareholders.  

10.3 In order to verify and confirm the accuracy and credibility of annual financial statements 
the Company engages annually a professional auditor not connected through material 
interests to the Company or its shareholders. The Company auditor is approved by a 
general meeting of shareholders of the Company. Terms and conditions of the contract 
concluded with the auditor, including remuneration for its services are approved by the 
Board of Directors.  

10.4 The Board of Directors ensures that a risk management system is put in place that would 
enable evaluation of risks run by the Company in the course of doing business, with the 
aim to minimize adverse consequences of these risks.  
A regular internal controls are initiated in order to improve efficiency of controlling 
financial and business activities in the Company. To this end a special structural unit is set 
up in the General Directorate, namely, the internal audit department reporting to the Board 
of Directors of the Company. The following functions are referred to the competence of 
the Board of Directors: approval of the regulations covering operations of the structural 
unit exercising the internal control, approval of nominees to be in charge of the unit, and 
review of other matters decisions on which are made by the Board of Directors according 
to the regulations on the said structural unit. 
The Board of Directors approves procedures of the internal control developed by the 

internal audit department, monitors their implementation, and approves beforehand operations 
outside the framework set by an annual budget of the Company. 

Chapter 11. Corporate Conflicts Settlement 

11.1 The Company treats as essential timely prevention and fair and equitable settlement of 
corporate conflicts, recognizing correlation between its efficient performance and 
timeliness of conflict prevention. With respect to corporate conflicts the Company adheres 
to the principle of preventing them at the earliest possible stages, and closely monitoring 
them. In the event of a corporate conflict the Company position is based on the provisions 
of the law of the Russian Federation. 

11.2 If in the heart of a corporate conflict lies an issue referred to the powers of the Board of 
Directors of the Company or the sole person executive body, the Board of Directors makes 
applies its Corporate Governance Committee for the settlement of the conflict or sets up an 
ad hoc Corporate Conflict Settlement Committee.  

11.3 In the event of a conflict between shareholders of the Company that might affect interests 
of the Company itself or those of other shareholders, the Company’s body responsible for 
the review of the conflict situation makes a decision whether the dispute affects interests of 
the Company or its other shareholders, and whether involvement of this body will facilitate 
the corporate conflict settlement. 

Subject to consent of the shareholders which are parties to a corporate conflict the 
Company’s bodies (their members) may take part in negotiations between the shareholders, 
provide them with information available for such members of the Company’s bodies and 
relevant to the conflict, and other documents, clarify the legislation on shareholding and 
provisions of the Company internal documents, give advice and recommendations to 
shareholders, draft documents on the conflict settlement to be signed by the involved 
shareholders, and within their authorities and on behalf of the Company undertake obligations 
toward the shareholders to the extent that may facilitate the settlement of the conflict. 
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In the event that a corporate conflict between the Company and a shareholder 
(shareholders) or between the Company shareholders is impossible to resolve otherwise, the 
conflict may referred to the arbitration determined upon agreement between the parties. 

Chapter 12. Concluding Provisions 
12.1 The Code shall come into effect as of the date of its approval by the Board of Directors. 

The Company shall review and revise the Code, given due consideration to recent trends in 
the corporate governance in Russia and worldwide, to interests of shareholders of the 
Company and other stakeholders. 

12.2 In order to enforce provisions of the Code and put in place tools for its refinement the 
Company deems it advisable:  

• to make up the Code as a separate document posted on the corporate website at 
(www.centertelecom.ru) and provide it at general meetings of shareholders, to members 
of the Board of Directors, senior officers and managers of the Company; 

• to monitor regularly compliance of the Company activities with the Code provisions, 
including monitoring by the Corporate Governance Committee and the Board of 
Directors of the Company, covering results of monitoring in the media and posting them 
on the website of the Company;  

• to provide means for shareholders, members of the Board of Directors, managers of the 
Company and other stakeholders to report any known occurrences of violating the Code 
to the Corporate Governance Committee. 

Information about compliance of the Company with provisions of the Code will feature in 
the annual reports of the Company and other information sources. 

12.3 Proposals aimed at refining the Code and means of improving procedures of its 
implementation shall be submitted to the Corporate Governance Committee of the Board 
of Directors. Such proposals may be submitted by shareholders, members of the Board of 
Directors, the internal audit commission and managers of the Company, directors of 
branches, representative offices, daughter and affiliated companies of JSC CenterTelecom. 

12.4 From time to time (at least once a quarter) the Corporate Governance Committee of the 
Company at its meetings reviews the submitted proposals, taking them into account in 
drawing up its recommendations filed with the Board of Directors of the Company. 

Matters not covered by the Code shall be governed by effective legislation of the Russian 
Federation, international treaties and agreements, and the Company’s Charter. In the event 
that stipulations of the legislation of the Russian Federation deviate from international 
treaties with respect to issues covered by the Code, international treaties and agreements 
shall prevail. 


