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Article 1. General provisions
1.1. These Provisions on internal control (hereinafter referred to as “Provisions”) of Open Joint Stock Company INVESTMENT COMPANY IC RUSS-INVEST (hereinafter referred to as “Company”) were developed in accordance with laws of Russia, the Company’s Articles of Association and guidelines from the Russian Code of Corporate Conduct (hereinafter referred to as “FFMS Code”)

1.2. These Provisions determine the purpose and objectives of internal control, its operation principles, as well as the Company’s bodies and persons responsible for internal control.

1.3. These Provisions may be amended by decision of the Company Board of Directors.

Article 2. Definition and objectives of internal control
2.1.
Internal control is a process implemented jointly with the Board of Directors, managerial staff and other employees of the Company. It is designed to provide reasonable assurance of achieving the following objectives:

2.1.1.
 Reliable financial accounting;

2.1.2.
 Efficient operations;

2.1.3. Compliance of the Company’s operations with the requirements of the law.

2.2. 
Internal control includes the following interrelated components:

2.2.1.
Control environment;

2.2.2.
Risk assessment; 

2.2.3.
 Control procedures;

2.2.4.
 Information management system and information exchange;

2.2.5.
Monitoring of internal control performance.

Article 3. Operation principles of internal control
3.1.
 The Company’s internal control system shall be based on the following principles:

3.1.1.
 Continuously running operation: the constant and proper functioning of internal control shall allow the Company to duly identify any irregularities and to prevent their recurrences in the future;

3.1.2
 Accountability of all participants in internal control: the quality of the control functions carried by one person shall be checked by another participant in internal control;

3.1.3
Separation of duties: the Company aims to avoid duplication of control functions. These functions must be distributed among the employees in such a way that the same person does not combine the functions related to the approval of operations with specific assets, operations accounting, assets preservation and inventory;

3.1.4.
Proper approval of operations: the Company aims to set up a procedure whereby all financial and business operations must be approved by authorized persons within the scope of their powers;

3.1.5.
Organizational separateness must be implemented for the Company’s department carrying out daily internal control. This department shall be directly accountable to the Board of Directors through the Finance and Audit Committee;

3.1.6. All parties of internal control working in the Company shall be responsible for the proper performance of control functions;

3.1.7. Internal control shall be based on clearly defined interaction and cooperation between all departments and services of the Company;

3.1.8.
Constant development and improvement: the Company aims to provide the conditions for flexible setting of internal control so that the system may be adapted to the need to meet new challenges, expanded, improved and updated;

3.1.9.
 Timely reporting of variations: the shortest possible periods shall be set in the Company for reporting the relevant information to the persons authorized to decide on how to correct variations;

3.1.10.
 The degree of complexity of internal control must be in line with the degree of complexity of the object controlled;

3.1.11.
 The Company’s fields of activities to be controlled shall be determined and prioritized. Strategic areas of the internal control system shall be outlined even if their operation performance (costs/benefits ratio) is difficult to measure;

3.1.12.
 Internal control over different types of objects shall have a comprehensive and integrated nature.

Article  4. Control environment
4.1. The relation of the Company’s top executives and shareholders to the internal control system, their knowledge of relevant issues and practical actions aimed at setting up and operating internal control in the Company shall determine the control environment.

4.2. Control environment shall include:

4.2.1. Integrity, ethical values and competence of the Company’s employees;

4.2.2. Philosophy of leadership and management style;

4.2.3. Methods used by management to delegate authority and allocate duties among employees, to organize employees’ work, promotions, and training;

4.2.4. Attention and strategic guidance from the Board of Directors.
Article  5. Risk assessment
5.1. The risks connected with the Company’s activities shall be identified in accordance with the Provisions on Risk Management in OJSC IC RUSS-INVEST and Internal Regulations for the Risk Management Committee affiliated with OJSC IC RUSS-INVEST Board of Directors.

Article  6. Control procedures
6.1. Control procedures shall consist in a control and action policy ensuring compliance with the requirements (guidelines) of the Company’s management and the necessary measures in connection with the risks associated with the Company’s activities.

6.2. The procedures of the Company’s internal control include:

6.2.1. Monitoring the implementation of the financial and economic plan;
6.2.2. Comparative check of the current data with the budget;
6.2.3. Comparative check of the data submitted by various departments of the Company;

6.2.4. Arithmetical check of the correctness of accounting records;

6.2.5. Verification of documents;

6.2.6. Performance evaluation of certain transactions;

6.2.7. Verification of managerial staff’s authorizations on original documents;

6.2.8. Regular and unscheduled checks and inventories of the Company and its liabilities;

6.2.9.  Comparative checks and verifications of calculations;

6.2.10. Use of information from external sources for control;

6.2.11. Monitoring the use of tangible assets;

6.2.12. Physical limitation of access to assets, primary documentation, accounting registers and computer bookkeeping files;

Article 7. Information management system and information exchange
7.1. Information management system and information exchange shall mean the timely and effective identification of data, their registration and exchange.

7.2. The Company shall provide complete and relevant information on the events and conditions that may affect its decisions.

7.3. The Company aims to set up an information system covering all areas of its activities. The information entered into the application programs shall be authorized and stored in accordance with the procedures established in the Company.

7.4. The Company shall set up effective channels of information exchange so that all internal control parties may understand the Company’s internal control policies and procedures and ensure their implementation.

7.5. The Company shall take actions to protect against unauthorized access to information.

Article 8. Control and monitoring systems of internal control
8.1. Internal control shall be assessed to determine the likelihood of errors affecting financial reporting, the importance of these mistakes and the system ability to achieve the set targets.

8.2. The Company’s internal control system shall be checked in two stages:

8.2.1. An overview of the internal control system shall be established along with the initial assessment of its reliability;

8.2.2. The assessment of the internal control essential elements shall be confirmed.

Article
 9. Bodies and persons responsible for internal control
9.1. The Board of Directors and the Company’s executive bodies shall be responsible for developing an appropriate control environment in the Company, introducing an internal control culture, and supporting high ethical standards at all levels of the Company’s activities.
9.2. The Board of Directors together with the Company’s Finance and Audit Committee shall approve and constantly update internal control policies, as well as regularly assess internal control performance.

9.3. The Company President-CEO and the Board of Directors Finance and Audit Committee shall be liable for the operation of the Company’s internal control system. For this purpose, the President-CEO may delegate certain powers to the Company’s executives responsible for internal control and audit.

9.4. The Company’s Department of Internal Control shall be responsible for internal audit and shall report to the Board of Directors Finance and Audit Committee and the Company President-CEO on the results of internal audits and internal control. The Company auditing body shall report functionally to the Board of Directors Finance and Audit Committee, and administratively to the President-CEO.

9.5. The Company’s Department of Internal Control and Audit shall consist of 3 members. The candidates to the Company’s auditing body must meet the following requirements:

9.5.1. Higher education;

9.5.2. Work experience of at least 2 years.

9.6. The Company’s Department of Internal Control and Audit shall hold meetings as and when necessary, but not less than once monthly.

9.7. The Company’s Department of Internal Control shall report on the outcome of the meetings to the President-CEO and the chairman of the Board of Directors Finance and Audit Committee as and when necessary, but not less than once quarterly.

9.8. The Company President-CEO and Department of Internal Control and Audit shall prepare annual reports on the internal control system condition over the preparation of the financial report 15 days prior to the Board of Directors’ preliminary approval of the Company’s annual financial report.

9.9. The report on the internal control system condition over the preparation of the financial report shall include:

Confirmation of a top senior executive’s responsibility for implementing the right internal control over the preparation of financial reporting;

Description of internal control over the preparation of financial reporting and of the methods used to assess the system performance;

Performance evaluation of internal control over the preparation of financial reporting at the end of the last financial year conducted by a top senior executive;

Confirmation of the Company auditor’s conclusion on the performance evaluation of internal control over the preparation of financial reporting conducted by a top senior executive;

9.10. The Company Board of Directors Finance and Audit Committee together with the Department of Internal Control and Audit shall draw up a schedule according to which the operation of the internal control system shall be checked in the Company and its subsidiaries.

9.11. The duties to check the operation of the internal control system shall be allocated as follows:

9.11.1. Transactions (execution of business operations);

9.11.2. Authorization to carry out transactions with assets;

9.11.3. Accounting record of business operations;

9.11.4. Access to the Company’s assets.

9.12. The proper operation of internal control shall also depend on the employees’ professionalism. The Company’s system of selection, recruitment, training and promotion of its employees must provide high qualifications and ensure compliance with high ethical standards.

9.13. The Company’s executive bodies shall disclose information on significant deficiencies in the internal control system.

