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450 Fifth Street, NW .Na:? /‘59

Washington, DC 20549-1044, USA

Dear Sirs, %@?

Pursuant to the Deposit Agreement of September 4, 2001 as revised and amended on
December 10, 2001 JSC CenterTelecom submits to the US Securities and Exchange
Commission the following public reports and documents required by the Russian Law or
otherwise under Rule 12g3-2(b) in accordance with the Exchange Act of 1934,

Attachments:
1. Code of Corporate Governance of JSC CenterTelecom
2. Expert Opinion about the Code of Corporate Governance of JSC CenterTelecom (2).
3. List of nominees to stand for elections to the governing and control bodies of JSC
CenterTelecom
4, List of affiliated entities of JSC CenterTelecom as of December 31, 2003
5. Material events of financial and business activities of the Company (3 instances).

SROCESSED
Yours sincerely, \/ APR 09 m%
s

R. Amaryan

General Director
JSC CenterTelecom &/O/u [L/
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NOTICE OF
A MATERIAL FACT

Joint-Stock Central Telecommunication Company

Location of the registered office: 23 Proletarskaya Street, Khimki, Moscow region, 141400,
Russia

INN: 5000000970

Code of the issuer: 00194-A

Code of the material fact: 0300194429032004

Website where notices of material facts are posted: www.centertelecom.ru

Name of a regularly issued printed publication to publish notices of material facts: Supplement

to FCSM Herald, Rossiyskaya Gazeta

Event causing a one-time (non-recurring) decrease in the Issuer’s net profit by over 10% in
4Q2003: increase in utilities and electric power costs, enactment of accounting rule PBU 18/2002
Profit tax accounting.

Event causing a one-time (non-recurring) increase in the Issuer’s net profit by over 10% in
2003: increase in total revenues of the Company. Substantial growth of profit from rendering
telecommunications services is primarily due to hike in local telecommunications service tariff;
growing sales volume, and overhead cost cutting exercise; streamlining the Company
organizational structure and, as consequence, securing significant reduction of costs growth rate as
compared to the revenue growth rate.

Date of the event causing one-time increase in the Issuer’s net profit by over 10%: March 29,
2004

The Issuer’s net profit in the reporting period (quarter), preceding the reporting period in which
the reported event took place: RUR481,435 thousand;

The Issuer’s net profit in the reporting period, in which the event took place: RUR207,860
thousand;

Change of net profit over the reporting period (quarter) in the absolute and percentage terms:
Absolute change in net profit RUR(- 273,575) thousand;

Relative change in net profit (-56.82)%

The issuer’s net profit in the reporting period (2002) preceding the reporting period (2003)
during which the reported event occurred: RUR837,652 thousand

The issuer’s net profit in the reporting period (2003) during which the reported event occurred:
RUR1,502,563 thousand

Change of net profit in the reporting period (year) in the absolute and percentage terms:
Absolute change in net profit RUR664,911 thousand;

Relative change in net profit 79.38%

R. Amaryan
General Director

L. Burianova
Acting Chief Accountant

Seal
Date March 29, 2004
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NOTICE OF
A MATERIAL FACT

INFORMATION ON EVENTS RESULTING IN ONE-TIME INCREASE OR DECREASE OF
THE ISSUER’S ASSETS VALUE BY OVER 10%

Joint-Stock Central Telecommunication Company

Location of the registered office: 23 Proletarskaya Street, Khimki, Moscow region, 141400,
Russia

INN: 5000000970

Code of the issuer: 00194-A4

Code of the material fact: 0200194429032004

Website where notices of material facts are posted: www.centertelecom.ru

Name of a regularly issued printed publication to publish notices of material facts: Supplement
to FCSM Herald, Rossiyskaya Gazeta

Event (events) causing a one-time (non-recurring) increase in the Issuer’s asset value by over
10% in 4Q2003: asset value rose due to a significant increase in fixed assets construction and
delivery of equipment under leasing agreements, as well as due to unrecovered VAT on items of
construction in progress.

Event (events) causing a one-time (non-recurring) increase in the Issuer’s asset value by over
10% in 2003: the increase occurred owing to a bond issue and placement of JSC CenterTelecom
bonds totaled RUR2 billion, due to procurement of software from Private JSC Open Technologies-
98 valued at RUR919,517,000, entering into a number of agreements with JSC Rosgosstrakh on
centralized insurance of property, increase in construction volumes of fixed assets and delivery of
equipment under leasing terms (as of December 31, 2003 the Company concluded some 199
Jfinancial lease (leasing) agreements for lease of switches and other telecommunications
equipment), and unrecovered VAT on items of construction in progress.

Date of the event causing one-time increase in the Issuer’s asset value by over 10%: March 29,
2004

The Issuer’s asset value at the end of the reporting period (quarter), preceding the reporting
period in which the reported event took place: RUR29,158,620 thousand

The Issuer’s asset value at the end of the reporting period (quarter) in which the reported event
took place:RUR32,674,406,000 .

Change of the asset value in the absolute and percentage terms:
Absolute change of the asset value RUR3,515,786 thousand;
Relative change of the asset value 12.06%

The issuer’s assets value at the end of the reporting period (2002) preceding the reporting period
during which the reported event occurred: RUR23,350,686 thousand

The issuer’s assets value at the end of the reporting period (2003) during which the reported
event occurred: RUR32,674,406 thousand

Change of the asset value in the absolute and percentage terms:
Absolute change of the asset value RURY9,323,720 thousand;
Relative change of the asset value 39.93%

R. Amaryan
General Director

L. Burianova
Acting Chief Accountant

Seal
Date March 29, 2004
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’ NOTICE
OF MATERIAL FACTS

Accrued and/or paid-out income on securities of the issuer
Fall due dates of performance of the issuer’s obligations toward owners of securities
Joint-Stock Central Telecommunication Company
Registered address: 23 Proletarskaya Street, Khimki, Moscow region, 141400, Russia
Taxpayer Identification Number (INN): 5000000970
Code of the issuer: 00194-A

Code of the material fact: 0600194A17032004, 0900194A17032004
Website page where notices of material facts are posted: http://www.centertelecom.ru/index.htmi?d=64

Name of a regular publication for publishing notices of material facts: Supplement to FCSM Herald, Rossiiskaya
Gazeta

Type, category, series and other identifications of the securities: non-convertible documentary interest
bearing bearer bonds, series 03 (the bonds)

State registration number of the securities issue: 4-18-00194A

Date of the issue state registration: August 1, 2003

Registration authorities: Federal Commission for Securities Market

The issuer’s governing body which passed the decision on the coupor; size of the Company’s issued bonds and the
date of the minutes of the Board of Directors meeting at which the said decision was passed: Pursuant to the
decision On securities issue approved by the Board of Directors of JSC CenterTelecom on June 18, 2003
(minutes # 11) the first coupon interest rate was set on the first day of the initial placement of the
bond issue, i.e. on September 16, 2003 upon the results of the review of applications filed for the
auction, and was 12.35 per cent p.a.

The essence of the issuer’s obligations: making first coupon interest payments on the bonds series 03

Total amount of interest payable on the bonds series 03: RUR123,840,000 (one hundred and twenty three
million eight hundred and forty thousand roubles)

Interest amount payable per bond series 03: RUR61.92 (sixty one rouble ninety two copecks)
Form of income payment on the issuer’s securities: cash funds
The date at which the issuer’s obligations shall be performed: March 17, 2004

Total income amount actually paid on the bonds series 03: RUR123,840,000 (one hundred and twenty three
million eight hundred and forty thousand roubles)

Actual performance of the obligation: obligations to make coupon income payments on bonds series 03 are
met in full,

R. Amaryan
General Director

Corporate Seal
Dated March 17, 2004
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For the annual general meeting of shareholders o\
JSC CenterTelecom &

Nominees to the governing and control bodies of JSC CenterTelecom

The Board of Directors of JSC CenterTelecom on March 5, 2004 reviewed proposals submitted by
shareholders regarding candidates to the governing and control bodies of the Company.

The Board approved the following list of nominees to stand for election to the Board of Directors of the
Company at the forthcoming annual general meeting of shareholders:

[from JSC Svyazinvest

1. lRuben A. Amaryan i General Director, JSC CenterTelecom
2. |stanislav P. Avdiants Execu'twe Director, Director of Economic and Tariff Policies, JSC
Svyazinvest
3. {Vadim E. Belov Deputy General Director, JSC Svyazinvest
Lyudmila A, . o .
4. Kormilitsyna Deputy Director of Telecommunications Department, JSC Svyazinvest
5. {Maksim O. Kozyrev | Deputy Director of Legal Department, JSC Svyazinvest
6. |Igor N. Osipov gead qf Division, Department of Capital Investment Management, JSC
vyazinvest
7. |Oksana V. Petrova Deputy Head of Division, Corporate Governance Department, JSC
Svyazinvest
8. |Aleksey B. Panteleev jVice-Governor of the Moscow region
Elena V. Umnova Director of Finance Department, 1SC Svyazinvest
Evgeniy V. . .
10. Yurchenko Deputy General Director, JSC Svyazinvest
11, jValeriy N. Yashin General Director, JSC Svyazmvest
from the Russian Federal Property Fund ‘ s
1. |Boris D. Antonyuk First Deputy Minister for Communications and Informatics
2. Alexander P. Gribov i Deputy Chief of Division, Russian Federal Property Fund
From Lindsell Enterprises Limited v
Alexander V. . . . L
1. Tkonnikov Executive Director, Investor Protection Association
2, Grigoriy M. Finger Executive Director, Moscow representatwe office of NCH Advisors., Inc.

From Private JSC ABN AMRO Bank A.O.

1.

Alexander M. Branis

Director, Prosperity Capital Management

From Private JSC Brunswick UBS Nominees

1.

Alexander V.
Ikonnikov

Executive Director, Investor Protection Association

From Tramblay Ltd., Ma
PROMSVYAZINVEST TRUST INVEST LLC

naging Company INVEST CENTER LLC, Public JSC

1.

Ivan Ya. Boyko

Representative of Tramb!ay Ltd., Managing Company INVEST CENTER
LLC, Public 1SC PROMSVYAZINVEST TRUST INVET LLC

Vadim M.

Managing Director, RCF Corporate Finance

Komissarov




According to the Company's Charter members of the Board of Directors numbered 11 shall be elected
annually at the annual general meeting of shareholders by cumulative voting.

The following nominees are put on the list candidates to stand for election to the internal audit
commission of JSC CenterTelecom

from JSC Svyazinvest:

Konstantin V.

1. Beliaey Chief Accountant, JSC Svyazinvest

2 Natalia V. Head of Division, Economic and Tariff Policies Department, JSC Svyazinvest
‘{Ermolaeva ! !

3. Alexander V. Head of Division, Finance Department, JSC Svyazinvest

Kachurin

4.1 Aleksey E. Kopiev ’Chief Expert, Internal Audit Department, JSC Svyazinvest

Irina V. Prokofieva lDirector of Internal Audit Department, JSC Svyazinvest

Deputy Department Director, Head of Management Structure Division, 1SC
CenterTelecom

6.1 Arseniy B. Plyusnin

Head of Division, Deputy Director of Internal Audit Department, JSC

7.1 Kirill V. Frolov Svyazinvest

Members of the internal audit commission of the Company numbered 7 shall be elected at the annual
general meeting of shareholders.
Names of shareholders - legal entities are stated as of the date of filing their applications.
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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:

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

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

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

e ensure consistent realization of the potential of each employee;
e 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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1.2

1.3

2.1

Chapter 1. Principles of Corporate Governance.

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.).

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

o 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;

e 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;

o 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;

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

o 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;

e cxtensive 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;

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

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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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,

I
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2.5

2.6

3.1

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;

e 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.

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.

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.

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.
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

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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3.3

3.4

3.5

3.6

3.7

3.8

4.1

4.2

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.

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.
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.

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.

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.

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.

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.

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

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.

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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4.4

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.

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.

Members of the Board of Directors are entitled:

e 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;

e 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:

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

o 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;

o 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;

o 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.

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:

o 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;

o 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;

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

e he/she is not a government representative;
and also meet the following criteria:

o he/she does not ow