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Introduction 

Open Joint Stock Company “VolgaTelecom” (hereinafter – the Company) is the largest 
telecommunications services operator of Povolzhskyi region of Russia.  

Realizing its mission in meeting the customers’ needs in high quality and reliability 
communication services, proceeding from the intent to develop as modern company capable of 
attracting the investments for the solution of these tasks, meeting high business, technological 
and financial standards, the Company voluntary takes upon itself to follow the principles and 
rules of corporate governance of this Code in its activity.  

The purpose of adopting this Code by the Company is to form and implement to day-to-
day activity the principles and the rules of corporate governance contributing to successful 
development of the Company expressed first of all in long-term prospects of the Company’s 
development, in the growth of its value, in meeting legitimate interests and rights of all the 
stockholders and in forming positive image of the Company between the stockholders, 
employees, the Company’s customers and other interested parties.  

The principles and the rules contained in this Code meet international standards of the 
best practice of corporate governance and represent higher, as compared with current 
legislation, level of functioning of management and control bodies, of business culture and 
compliance with high ethical norms.  

As the practice of corporate management in Russia and abroad develops, the Company 
will improve the rules and principles of corporate governance stated in this Code and ensure 
their more complete abidance in its day-to-day activity.  



 

   

                            Page 4 of 4 

1. The principles of corporate governance 

1.1. Corporate governance is the system of principles, norms and rules in accordance 
with which the relations between stockholders, members of the Board of directors, the 
Company’s executive bodies and other interested parties are regulated.  

1.2. The Company commits itself to perfect corporate management in accordance 
with the principles ensuring: 

• Factual opportunity for the stockholders to exercise their rights related to participation 
in the Company;  

• Equal treatment of stockholders possessing the shares of the same type (category), 
including minority and foreign stockholders;  

• Exercising by the Board of directors of strategic management of the Company’s 
activity and efficient control by the Board of directors over the activity of the 
Company’s executive bodies, and also the accountability of the members of the Board 
of directors to the Company’s stockholders;  

• Reasonable and bona fide exercising by the Company’s executive bodies of efficient 
management of the Company’s current activity in the interests of ensuring its long-
term, stable development and obtaining profit by the stockholders from this activity; the 
accountability of executive bodies to the Company’s Board of directors and its 
stockholders;  

• Timely disclosure of exact and true information on the Company, including on its 
financial status, economic indicators, the structure of property and management, 
essential corporate actions in order to ensure the opportunity to take informed decisions 
by the Company’s stockholders and investors;  

• Efficient control over the Company’s financial-economic activity in order to protect the 
rights and legitimate interests of the stockholders;  

• Observance of legitimate rights of the Company’s employees, development of 
partnership relations between the Company and the employees in solution of social 
issues and regulation of labor conditions;  

• Active cooperation of the Company with investors, creditors and other interested 
parties in order to increase the Company’s value, including the growth of its assets, the 
price of shares and other securities, raising its reputation.  

1.3. The Company realizes the importance of perfecting the corporate governance of 
its affiliated and dependent companies and seeking to ensure the openness and transparency of 
the activity of the said organizations and also to introduce the basic principles of this Code in 
them.  

2. The rights of the Company’s stockholders  

2.1. In its activity the Company proceeds from the fact that its management and 
control bodies, and first of all the Board of directors, the Company’s Management board and 
General director ensure the observance of rights and protection of the Company’s stockholders 
interests.  

2.2. The Company to the maximum ensures reliable and efficient accounting of 
property rights of the stockholders for the shares by transferring the functions of depositing and 
keeping the register of stockholders to a specialty registrar who is independent in relation to the 
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Company and has proper technical facilities and control systems ensuring qualitative keeping 
and safety of the register data, the registrar acting on the basis of license in accordance with the 
requirements of current legislation.  

2.3. The stockholders have the right in their discretion to freely dispose of the shares 
in their possession, to perform any acts not contradicting the law and not violating the rights 
and law protected interests of other parties, including the transfer of their shares to the 
possession of other persons.   

2.4. In its activity the Company proceeds from regular and timely ensuring of receipt 
by the stockholders of exact and complete information allowing for them to take optimal 
decisions on the issues of the Company’s activity and disposal of securities in their possession.  

2.5. The Company ensures the right of the stockholders to participate in the 
management of the Company’s activity and adoption of decisions on the most important issues 
of the Company’s activity. The Company observes the stockholders’ right to get profit share of 
the Company in the form of dividends and tends to the predictability of the Company’s 
dividend policy for the stockholders. The Company will conduct the policy aimed for the 
receipt by the stockholders of dividends of the declared amount and within short-term period.  

2.6. The Company expects that the stockholders will not abuse the rights granted to 
them and will not perform the acts aimed at causing of harm to other stockholders or to the 
Company.  

3. General meeting of stockholders 

3.1. The Company complies with the requirements of Russian Federation legislation 
to the procedure of preparation and holding of general meeting of stockholders and makes 
efforts to perfect the procedures of preparation and holding of general meetings of 
stockholders.  

3.2. the procedure of preparation and holding of general meeting of stockholders is 
regulated by the Charter and the internal document of the Company – “Provision on the 
procedure of holding general meeting of OJSC “VolgaTelecom” stockholders (hereinafter – the 
Provision on holding general meeting of stockholders).  

3.3. The Company applies the methods of giving notice to the stockholders on the 
convocation of general meeting of stockholders, these methods ensure timely provision of the 
information to all the persons included into the list of persons having the right to participate in 
general meeting of stockholders.  

3.4. Along with the major method of notifying the stockholders by mailing a 
communication about holding the meeting to every stockholder, the Company uses additional 
channels: publication of information about holding general meeting of stockholders in one 
nationwide daily – “Rossiiskaya gazeta” having one of the largest readership circulation in the 
country, and also in a number of leading mass media of Russian Federation subjects on the 
territory of which the Company is operating. The Company uses its corporate Internet site 
www.volgatelecom.ru as an additional method of notifying the stockholders on holding general 
meeting.  

3.5. The Company tends to extend the time period for notification of the 
stockholders about the upcoming general meeting and to notify the stockholders about holding 
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general meeting of stockholders at least 30 days prior to the date of its holding, if the 
legislation does not stipulate a longer period.  

3.6. The Company tends to expand the content of communication about holding 
general meeting of stockholders and to provide in the communication about holding of formal 
general meeting the information about the beginning and the end of registration and the 
location of registration, and in case of absentee voting – the date to which the voting ballots 
should be received.  

3.7. The Company provides the stockholders participating in the general meeting the 
opportunity to familiarize with the information providing complete insight of the Company’s 
activity required for taking informed, better decisions on the issues of the agenda of the general 
meeting. The stockholders can familiarize with the information:  

♦ At the location of the Company’s executive body,  
♦ In the Company’s branches,  
♦ At the website in the Internet: www.volgatelecom.ru  

3.8. The volume of information provided to the stockholders is defined by the 
Charter and the Provision on the procedure of holding general meeting of stockholders.  

3.9. The persons having the right to participate in stockholders’ general meeting are 
provided the following information (materials0 in the procedure and to the address (addresses) 
indicated in the communication about holding general meeting of stockholders:  

- Annual accounting statement, including auditor’s report, the Company’s Auditing 
committee report based on the results of the check of the annual accounting statement,  

- Data on the candidates to the Company’s Board of directors, to the Company’s 
Auditing committee,  

- The draft of changes and addenda introduced to the Company’s Charter, or the draft of 
the Company’s Charter in a new wording,  

- The drafts of the Company’s internal documents,  
- The drafts of other documents the adoption of which is stipulated by the drafts of 

resolutions of the stockholders’ general meeting,  
- The drafts of resolutions of the stockholders’ general meeting, 
- Other information (materials) required for provision in accordance with current 

legislation,  
- Other information (materials) for adopting the resolutions on the issues of the agenda 

of the stockholders’ general meeting included by the Board of directors in the list of 
information (materials) provided to the stockholders during the preparation to holding the 
stockholders’ general meeting.  

3.10. For exercising the right of stockholders to participate in general meeting, the 
Company adopts internal documents ensuring in accordance with legislation the rights of 
stockholders to demand the convocation of general meeting and bring forward the motions in 
the meeting’s agenda, the capability to duly get prepared for participation in the stockholders’ 
general meeting, and also the capability of exercising the right of vote by each stockholder.  

3.11. In its internal documents the Company defines the rules and the procedure of 
holding general meeting of stockholders in such a way so that they ensure equal treatment of 
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all stockholders, facilitate stockholders’ participation in the general meeting and expression of 
their opinion on the issues put on the meeting’s agenda.  

3.12. Stockholders (stockholder) who are in total the owners of at least 2 percent of 
the Company’s voting shares have the right to introduce the issues to the agenda of annual 
general meeting of stockholders, to nominate candidates to the Company’s Board of directors, 
to the Company’s Auditing committee. Stockholders who are the owners of at least 10 percent 
of the Company’s voting shares have the right to convene extraordinary general meeting of 
stockholders. The specified stockholders (stockholder) do not submit the extract from 
stockholders’ register in case, if their rights for the shares are accounted for in the system of 
keeping the register of stockholders, if their rights for the shares are accounted for at custody 
account at depositary then it is sufficient to submit the extract from custody account of the 
depositary.  

3.13. The Company provides the stockholders who possess less than 1% of votes the 
capability of familiarizing with the list of persons having the right to participate in 
stockholders’ general meeting starting from the date of announcement of holding stockholders’ 
general meeting and to the date of closing of formal general meeting of stockholders, and in 
case of absentee general meeting of stockholders – to the date of the end of acceptance of 
ballots for voting at the location of the executive body.   

3.14. When forming the agenda of the stockholders’ general meeting the Company 
defines the issues of the agenda in such a way so that to avoid their different or ambiguous 
interpretation.  

3.15. The Company provides the registration of the participants of stockholders’ 
general meeting; this registration provides the capability to all the stockholders wishing to 
participate in the general meeting to come through this procedure before the general meeting 
beginning. The description of this procedure is stated in the Provision on the procedure of 
holding stockholders’ general meeting.  

3.16. The Company provides the rules of order of stockholders’ general meeting 
which guarantee reasonable, equal capability to all the stockholders present at the meeting to 
express their opinion and ask questions on the agenda.  

3.17. In order to provide the stockholders the capability of getting answers to their 
questions the Company commits to secure the presence of the members of the Board of 
directors, representatives of the executive bodies and the Company’s Auditing committee at the 
stockholders’ general meeting.  

3.18. The Company tends to secure the presence of candidates to the new structure of 
the Company’s Board of directors and the representatives of the Company’s auditor at the 
stockholders’ general meeting.  

3.19. The Company tends to exclude any doubts in the correctness of totaling the 
results of voting and for this purpose it transfers the functions of the Company’s counting 
commission to an independent registrar and provides the totaling of the results of voting and 
their disclosure before the closing of the stockholders’ general meeting.  

3.20. When defining the location, the date and the time of holding general meeting of 
stockholders the Company proceeds from the necessity to provide the stockholders with real 
and light capability to participate in the meeting.  
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4. The Company’s Board of directors  

4.1. The Board of directors is a joint management body of the Company carrying out 
general management of its activity, excluding the solution of issues referred by federal laws 
and the Company’s Charter to the competence of stockholders’ general meeting and the 
Company’s executive body.  

4.2. The basic purposes of the activity of the Board of directors are the control over 
ensuring the efficient management of the company’s activity in order to ensure long-term, 
stable development of the Company, the growth of its value, protection of rights and legitimate 
interests of the stockholders.  

4.3. The major trends of the activity of the Board of directors are:  

♦  Strategy formulation of the Company’s development and control over its 
implementation;  

♦ Control over the activity of the executive bodies;  
♦ Ensuring the efficient activity of the system of internal control and risk 

management;  
♦ Ensuring the protection of stockholders’ rights and also contributory influence 

in the settlement of corporate conflicts. 

4.4. In the course of preparing and adopting the decisions the Board of directors 
tends to take into account the interests of labor collective, partners, creditors, local public and 
other interested groups of the Company.  

4.5. The purposes, principles of activity, competence, operating procedures of the 
Board of directors, the rights and duties of the members of the Board of directors are stated in 
the Charter and in the Company’s internal document “Provision on the Board of directors of 
OJSC “VolgaTelecom”.  

4.6. In its decisions the Board of directors proceeds from the necessity to act right in 
relation to all the stockholders, and may not take into account the interests of only some single 
group of stockholders. The Board ensures the creation of the system of identifying and 
settlement of potential conflicts of interests both between its members and in the activity of the 
executive body.  

4.7. The Board of directors ensures equal conditions to all the stockholders to 
exercise their rights.  

4.8. The Company’s Board of directors holds its sessions at least once a month in 
accordance with the approved action plan. The sessions of the Board of directors may be held 
in the form of joint attendance (including by using conference call) or in the form of absentee 
voting. The company tends to the fact that the decisions on the most important issues of its 
activity, such as the approval of the Company’s budget, the strategies of development, 
assessment of work of executive bodies and determination of remuneration of its members, 
recommendation of the candidate of external auditor are adopted by holding the session of the 
Board of directors in the form of joint attendance.  

4.9. The Board of directors defines the priority trends of the Company’s activity and 
approves the annual budget, the strategies and the programs of the Company’s development, 
and also carries out the control over their implementation.  
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4.10. The Board of directors creates and maintains the necessary controls over the 
activity of the Management board and the General Director, including monitoring and 
assessment of the results of their activity as compared with the approved plans.  

4.11. The Board of directors regularly assesses the activity of the Company’s 
executive bodies, top managers and the activity of the Board of directors itself, including the 
development, approval and modification of the system of remuneration of the key managers.  

4.12. The Board of directors tends to create a transparent system of remuneration and 
compensation of expenses related to execution of its functions by the Board of directors. 
Remuneration and compensations to the members of the Board of directors should match their 
contribution to the activity of the Board and to the Company’s development. The information 
about the total amount paid as remuneration and compensations to the members of the Board of 
directors for the last accomplished fiscal year is reflected in the Company’s annual report 
approved by the stockholders’ general meeting and also in the issuer’s quarterly reports.  

4.13. The Board of directors ensures the creation of the system of financial risks 
management which would allow for the assessment of risks the Company faces in the course of 
its activity; the purpose of this system is to minimize negative implications of such risks.  

4.14. The Company proceeds from the fact that the persons nominated to the structure 
of the board of directors should enjoy the stockholders’ confidence and have knowledge, skills 
and experience required for adopting the decisions on the issues related to the competence of 
the Board of directors and allowing for efficient execution of the functions of a member of the 
Company’s Bard of directors. The Company will tend to state in its internal documents specific 
requirements to the members of the Board of directors as regards the qualification, professional 
experience and ethical norms of their activity.  

4.15. The company tends to expand the information on the candidates to the Board of 
directors which is provided to the stockholders before general meeting, and in particular on 
such items as professional experience and qualification of a candidate, the nature of his (her) 
relations with the Company, its affiliated structures and separate groups of stockholders, on 
availability or lack of conflict of interests of a candidate as regards his (her) election to the 
structure of the Board of directors.  

4.16. The structure of the Board of directors should ensure its efficient operation, 
taking into account different interests and points of view while elaborating decisions and 
resolutions. Quantitative and qualitative composition of the Board of directors should conform 
to the legislation requirements imposed to the structure of the board of directors, in particular 
the correlation between executive and non-executive directors. The Company tends to the fact 
that outside, independent members of the Board of directors have the opportunity to make 
essential input into the discussion and adoption of the most important resolutions and 
decisions.   

4.17. The major requirement of the Company to an independent director is the ability 
to give independent estimations of the issues under discussion, which assumes the lack of any 
circumstances that may affect the formation of his (her) opinion.  

4.18. A member of the Board of directors meeting the following requirements is 
considered to be an independent director:  
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- not being during the last three years and not being currently an official (manager) or 
the Company’s employee, and also an official or an employee of the management organization 
of the Company;  

- not being an official of another company in which any official of the Company is a 
member of staff or rewards committee of the Board of directors;   

- not being an affiliated person of an official (manager) of the Company (an official of 
the management organization of the Company);  

- not being an affiliated person of the Company, excluding a member of the Company’s 
Board of directors;  

- not being a party under liabilities with the Company in accordance to the terms and 
conditions of which he (she) may acquire the property (receive cash assets) the value of which 
is 10% and more per cent of his (her) joint, annual income apart from receiving remuneration 
for participation in the activity of the Board of directors; 

 - not being a large contracting party of the Company (the contracting party, which has 
within a year effected deals with the Company in the total amount equal to 10 or more percent 
of the balance sheet assets of the Company); 

- not being the representative of the state. 

4.19. The Company requires that from time to time the independent director makes a 
written declaration, disclosing the information allowing for ascertaining whether he is an 
affiliated person in relation to the stockholders or contracting parties of the Company, and also 
with their affiliated persons.  

4.20.  The members of the Board of directors must perform the obligations they are 
charged with, bona fide and rationally in the Company’s interests.  The member of the Board 
of directors may not disclose and use in his personal interests the confidential information of 
the Company and insider information. 

4.21. The Board of directors of the Company is elected at the General meeting of 
stockholders by cumulative voting, which contributes to the consideration of opinions of all 
stockholders, including those possessing modest block of shares (minority stockholders)   

4.22. For the purpose of effective functioning of the Board of directors the Company 
establishes Committee on corporate governance, Staff and Rewards Committee, Committee on 
Budget and Investment planning. The purpose of the specified Committees is to preliminary 
consider the most important issues and the preparation of recommendations to the Board of 
directors for making resolutions on these issues. The Board of directors may also establish 
other permanent or interim committees, as required, for the consideration of single or short- 
term issues and problems.     

4.23. The procedure of sessions of the Board of directors is stipulated by the 
Provision on the Board of directors of the Company.    The Company perfects the given 
procedure so that it ensures to the maximum the opportunity for the members of the Board of 
directors to get duly prepared to the session of the Board of directors. 

5. The Company’s executive bodies.  

5.1. For the purpose of providing operative management of the Company, the Board 
of directors establishes joint executive body (the Management board) and appoints single 
executive body (General Director) of the Company. The Chairman of the Management board is 
in charge of the Management board and directs it, and holds the post of the General Director. 
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5.2. The Management board and the General Director are accountable to the Board 
of directors of the Company. They exercise their activity in strict conformity with   the 
requirements of the current legislation, the Charter of the Company and the “Provision on the 
Management board of OJSC “VolgaTelecom”, and also on the basis of the provisions of the 
present Code. 

5.3. The competence of executive bodies of the Company is defined by the Charter 
of the Company. The consideration of issues beyond the limits of usual economic activity of 
the Company and of the issues within the limits of usual economic activity of the Company but 
having an important effect on the Company is referred predominantly to the competence of the 
joint executive body.      

5.4. The General Director and the Management board of the Company admit their 
liabilities in relation to the stockholders and are aimed at bona fide and competent performance 
of obligations on the current activity management providing steady and long-term development 
of the Company. 

5.5. At the formation of the structure of executive bodies, the Company prevents a 
sharer, the General Director (Corporate executive), the members of the management board or 
an employee of the legal entity which is the Company’s competitor,   from being the members 
of the executive bodies of the Company. 

5.6. The members of the Management board, including the General Director, must 
avoid actions resulting or capable to result in conflicts between the interests of the Company 
and their own interests, and in the case of such conflict must disclose the information about this 
conflict to the Board of directors.    

5.7. The Management board is responsible for the timely providing the members of 
the Board of directors with information and materials, necessary for performance of their 
functions, in time allowing for studying them in full. 

5.8. The Management board of the Company establishes the system of internal 
control and monitoring of risks related to the Company’s activity, with the purpose of early 
revelation of tendencies capable to have negative impact on the current results of activity and 
the realization of perspective plans of the Company’s development.  The Management board 
and the General Director submit the information about facts capable to cause the most serious 
risks for the Company and motions on the prevention of crisis situations related to such risks to 
the Board of directors.     

5.9. The General Director and the members of the Management board must have 
high business reputation.  The executive bodies of the Company in their cooperation with 
business associates are guided by the high standards of business ethics; follow the principles of 
building long-term relations, development of interaction and mutually advantageous 
cooperation.  

5.10. The General Director and the members of the Management board are 
responsible for violations of provisions on the use of confidential, official and insider 
information of the Company.  

5.11. The remuneration of the General Director and of the members of the 
Management board corresponds to their participation in the Company’s activity and to their 
role in the development of the Company. The criteria determining the amount of remuneration 
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of the members of the Management board and the procedure of its payment are defined by the 
“Provision on the Management board of OJSC “VolgaTelecom” and by the resolutions of the 
Board of directors. The information on the total amount of remunerations paid to the members 
of the Management board in the last completed fiscal year is reflected in the quarterly 
statements of the Company. 

6. Corporate secretary of the Company. 

6.1. The main task of the Corporate secretary of the Company is to provide 
observance of the procedural requirements guaranteeing realization of the rights and interests 
of shareholders of the Company by bodies and officials of the Company 

6.2. The Corporate secretary of the Company contributes to raising the effectiveness 
of work of the Board of directors, to raising the level of transparency of the Company, of the 
effectiveness of the Company’s cooperation with its stockholders and other participants of 
corporate relations. 

6.3. The Corporate secretary of the Company is appointed to the post and dismissed 
by the Board of directors, and is accountable to the Board of directors. The Corporate secretary 
of the Company provides performance of the following functions:  

♦ organization of preparation and holding of the General meetings of stockholders 
in accordance with requirements of the legislation, the Charter of the Company 
and “The Provision on the procedure of holding the General meeting of 
stockholders”.   

♦ organization of preparation and holding of the sessions of the Board of directors 
and of its Committees’ meetings, in accordance with  requirements of current 
legislation, the Charter of the Company, the Provision on the Board of directors 
and the Provisions on the Committees of the Board of directors;  

♦ assistance to the members of the Board of directors in performance of their 
functions; 

♦ providing disclosure  (submittal) of information about the Company and storage 
of the Company’s  documents; 

♦ providing duly consideration by the Company of the stockholders’ applications 
and settlement of conflicts, concerning the violation the stockholders’ rights; 

♦ notification of the Chairman of the Board of directors of all facts preventing the 
observance of procedures subject to ensuring by the Corporate secretary of the 
Company; 

♦ providing disclosure of information about the Company to the stockholders and 
interested persons. 

6.4. Rights, duties, size of remuneration and responsibilities of the Corporate 
secretary of the Company are defined by internal documents of the Company, and also by the 
contract concluded by him with the Company. The contract is signed on behalf of the 
Company by the Chairman of the Board of directors of the Company 

6.5. The Corporate secretary of the Company must possess knowledge necessary for 
performance of his functions, and also enjoy confidence of shareholders and of the members of 
the Board of directors.  
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6.6. With a view of controlling the effective performance by the Corporate secretary 
of his duties, the apparatus of the Corporate secretary of the Company may be established.  

6.7. If the Corporate secretary of the Company is not appointed, his functions are 
performed by the Secretary of the Board of directors or by corresponding structural sub-
divisions of the Company.  

7. The disclosure of information about the Company. 

7.1. The Company’s policy of disclosure of information about its activity is aimed at  
timely and full report of this information to all persons interested in receiving the information 
in the amount necessary for making a better decision about participation in the Company or 
taking other actions capable to influence the financial and economic activity of the Company.  

7.2. The main principles of disclosure of information about the Company are 
regularity and efficiency of its submission, availability for the majority of stockholders and 
other interested persons, its authenticity and the completeness of its content, observance of 
reasonable balance between the exposure and commercial interests of the Company. 

7.3. At the disclosure of information about the Company’s activity, the Company 
provides equal treatment in relation to all groups of beneficiary of the information and prevents 
priority of one group of beneficiaries of the information over the others.  

7.4. The Company’s choice of information dissemination channels is based on the 
principle of providing free, clear access not connected with exorbitant charges, of the interested 
persons to the disclosed information. 

7.5. The Company provides the disclosure of information on all essential issues of 
the Company’s activity by satisfying the requirements established by the legislation of Russian 
Federation and regulations, principles of corporate governance and formed international 
practice.    

7.6. The Company pays special attention to the disclosure of information about its 
property structure.    

7.7. The management and competent employees of the Company submit the 
information at the meetings with investors and stockholders of the Company, at cooperation 
with rating agencies, at press conferences, and also by means of publications in the mass 
media, brochures and booklets. The information is also disclosed at the website of the 
Company in the Internet: www.volgatelecom.ru. 

7.8. The Company fixes the principles of information policy in the internal 
document - Provision on the information policy.  

7.9. The Company reports annually to the stockholders about its activity. The 
content of information allows the stockholders to appraise the results the Company’s one year 
activity. The annual report contains and in particular:  

♦ the role of the Company in the industry;  
♦ the foreground areas of the Company’s activity;  
♦ the report of the Board of directors on the results of the Company’s 

development  in the foreground areas of its activity; 
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♦ the development prospects of the Company;  
♦ report on the  payment of declared (accrued) dividends; 
♦ description of the main risk factors, related to the Company’s activity; 
♦ the list of deals effected by the Company in the fiscal year and considered by 

the legislation to be large deals and related party transaction; the essential 
conditions of each deal and the body of management of the Company, which 
has approved each deal are to be  indicated in the list; 

♦ the structure of the Board of directors and its modifications in the fiscal year, 
information about the members of the Board of directors ; 

♦ information about the General director of the Company and the members of the 
Management board, including their biographical data and holding of shares of 
the Company during the fiscal year; 

♦ criteria of determining and the total amount of remuneration of the General 
Director, the members of the Management board and of the Board of directors 
of the Company, in accordance with the results of the fiscal year;     

♦ information about the observance by the Company of the Code of corporate 
governance; 

♦ the Auditing committee’s certificate; 
♦ independent Auditors’ report. 

7.10. The Company tends to the inclusion of additional information allowing the 
stockholders to make better decisions into its annual reports, for example: information about 
the number, the kind of clients and the dynamics of their modification; about the billing policy 
of the Company, about effecting technical policy of the Company and implementation of new 
technologies; the Corporate secretary’s report; report on the work of the Board of directors and 
of the Management board;  information on the stockholders’ letters, applications and claims 
and corporate conflicts, results of  reaction to them. 

7.11. Taking charge of protection of official and commercial secret, the Company 
assumes the responsibility for non-disclosure of confidential information, and also effects 
control over the use of insider information.   All employees of the Company are obliged to 
provide the protection of confidential information and to observe the rules related to the use of 
insider information.     

8. Control over the financial and economic activity of the Company. 

8.1. The essential goal of control over the financial and economic activity is the 
protection of stockholders investments and of the Company assets. In the conditions of raising 
effectiveness and transparency of the system of management, internal control in the Company, 
this aim is achieved also by introduction of the corporate information system. 

8.2. One of the priorities of the system of control of the Company is the prevention, 
revelation and limiting of financial and operational risks. 

8.3. The control over the financial and economic activity of the Company is effected 
by the Auditing committee and by the internal audit department. An independent auditor is also 
involved in the control. 

8.4. The Auditing committee is elected by the General meeting of stockholders in the 
procedure stipulated by the current legislation and by the Charter of the Company for a period 
of 1 year.  The Company tends to the raising of competence of the Auditing committee 
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members and of their ability to support objective comments. The Auditing committee effects 
control over the financial and economic activity of the entire Company, including its branches 
and the representation office. 

8.5. To raise the effectiveness of control over the financial and economic activity the 
Company effects regular internal control. The internal audit department elaborates procedures 
of internal control, subject to the Management board’s approval.  

8.6. The Board of directors effects control over the application of internal control 
procedures. The Board of directors effects preliminary approval of operations passing the 
limits established by the annual budget.  

8.7. For the purpose of examination and confirmation of the correctness of the 
annual financial records, the Company involves annually a professional auditor, whose 
material interests are not connected with the Company or its stockholders. 

8.8. The candidature of the independent auditor of the Company is approved by the   
General meeting of stockholders. The terms and conditions of the contract concluded with the 
auditor, including the amount of payment for its services, are approved by the Board of 
directors of the Company.   

8.9. The Board of directors of the Company effects regular control aimed at the 
prevention of conflict of interests in the activity of the involved independent auditor.  

8.10. The independent auditor effects the audit of the financial and economic activity 
of the Company in accordance with legal acts of Russian Federation, on the basis of the 
contract concluded with him. The audit of the Company is effected in the way allowing to 
receive objective and full information on the Company’s activity as the result of the audit.  

9. Dividends 

9.1. The Company proceeds from the fundamental importance of ensuring the 
receipt by the stockholders of their share of the Company’s profits in accordance with the 
number and categories of the shares they possess.  

9.2. The dividend policy of the Company is based on the principle of rational 
distribution of the profit got by the Company with due account for its investment needs.  The 
basic principle of the dividend policy of the Company is the investment of its profit only in the 
economically justified projects, contributing obviously to its steady and long-term 
development.   

9.3. The resolution on the payment of annual dividends, the amount of the annual 
dividend and the method of its payment in respect of each category (type) of shares, is passed 
by the General meeting of the stockholders.   

9.4. The Company informs the stockholders about its dividend policy by means of 
placing the information in mass media and at the website of the Company in the Internet: 
www.volgatelecom.ru. 

9.5. The dividends declared by the Company are paid only by monetary assets.   
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9.6. The payment of dividends is effected in the terms stipulated in the Charter of the 
Company and by the resolutions of the General meetings of the stockholders or in more short 
terms. 

10. The settlement of corporate conflicts.  

10.1. The Company attaches great importance to the timely prevention and just 
settlement of corporate conflicts. 

10.2. In relation to the corporate conflicts the Company follows the principle of 
prevention of conflicts at the earliest stages of their occurring and attentive attitude towards 
them. 

10.3. In the case of corporate conflict the Company occupies position based on the 
provisions of Russian Federation legislation.  

10.4. If the subject of the corporate conflict is the issue referred to the competence of 
the Board of directors of the Company or to the competence of the single executive body, the 
Board of directors establishes interim Committee on the settlement of corporate conflicts.   

10.5. In the case when the corporate conflict between the stockholders of the 
Company is capable to affect the Company’s interests or the interests of other stockholders of 
the Company, the body of the Company responsible for consideration of such dispute decides 
whether the dispute affects the Company’s interests or the interests of other stockholders or 
not, and also whether its participation is capable to contribute to the settlement of the corporate 
conflict or not.   

10.6. With the consent of the stockholders who are the parties of the corporate 
conflict, the bodies of the Company (its members) may participate in the negotiations  between 
the stockholders, submit to the stockholders  the information they dispose and which concerns 
the conflict and also documents, clarify the provisions of the legislation on joint- stock 
companies, and the provisions of the internal documents of the Company, give advisory 
opinions and recommendations to the stockholders, prepare the drafts of documents on the 
settlement of conflicts for their signing by the stockholders,  on behalf of the Company  and 
within their  competence assume responsibility in relation to the stockholders in the amount 
which is capable to contribute to the settlement of a dispute.   

10.7. In the case of impossibility to settle the corporate conflict between the Company 
and a stockholder (a group of stockholders), between the stockholders of the Company or 
between the stockholders and separate bodies of management of the Company, by other means, 
the dispute may be transferred to the Arbitration court for consideration. 
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Closing provisions. 

The present Code is valid since the moment of its approval by the Board of directors.   

The Board of directors at its sessions considers regularly the issues of observance of the 
present Code and ensures publication of information about results of consideration.  

The Company will perfect the present Code in accordance with new standards of 
corporate governance in Russian and international practice, with due account for the interests 
of stockholders, of the Company and other interested groups.  

Issues, not stipulated by the present Code, are regulated by the current legislation of 
Russian Federation, international contracts and agreements and by the Charter of the Company.   


