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REPoRt on ComPliAnCE With  
 thE CoRPoRAtE GoVERnAnCE CodE  

REPORT ON FEDERAL GRID COMPANY’S COMPLIANCE

with principles and recommendations of the Corporate Governance Code 
approved by the Board of Directors of the Bank of Russia on 21 March 2014 
and recommended for application by the Bank of Russia (Letter No. 06-
52/2463 dated 10 April 2014)

Report date: 30.03.2016

Appendix 3. Report on Compliance with 
the Russian Corporate Governance Code 
and Report on Compliance with main 
Principles of the uK Corporate Governance 
Code

this Report has been considered by the Board of 
directors of federal Grid Company as part of the 
preliminary consideration of the Company’s Annual 
Report (Minutes  № 322 dated 27 may 2016).

the Board of directors confirms that the material 
presented in this Report contains complete and 
accurate information on the Company’s compliance 
with the principles and recommendations of the 
Corporate Governance Code during the reporting 
period from 01 January 2015 to 30 march 2016.  

this Report shall be considered as an Annex to 
the 2015 Annual Report of federal Grid Company 
containing the Corporate Governance section that 
includes the following information: 

 • Statement of the federal Grid’s Board of directors
on compliance with the principles set out in the
Corporate Governance Code

 • Brief description of the most significant aspects of
the Company’s corporate governance  model and
practices

 • description of the methodology the Company has
applied to assess compliance with the corporate
governance principles
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to thE AnnuAl REPoRt 

Corporate Governance Principle Corporate Governance Principle Compliance Criteria Compliance Status Explanations of deviation from Corporate Governance 
Principles Compliance Criteria 

Comments

1.1 the company shall ensure equal and fair treatment of all shareholders exercising their right to participate in the 
governance of the company.

1.1.1 the  company  should
create  the  most favourable conditions for its 
shareholders to enable them to participate in 
the general meeting and 
develop  informed positions on issues on its 
agenda, as well as to provide them with the op-
portunity to coordinate
their actions and express opinions on issues 
discussed.  

1. The сompany’s internal document approved by the general 
meeting of shareholders and regulating the procedures for hold-
ing the general meeting is publicly available.
2. the company provides an
accessible way  to communicate  with  the community, such as 
a hotline, special email or internet forum that enables share-
holders to express their opinions and put questions regarding 
the agenda when preparing  for  the  general meeting. 
the above actions were taken by the company before each 
general meeting held in the reporting period. 

Compliant

1.1.2 Procedures for notification of the general meet-
ing and provision of materials for it
should enable shareholders to get properly 
prepared for participation therein. 

1. the notice of the upcoming general meeting was placed 
(published) on the corporate website at least 30 days before the 
meeting.
2. The Notice of the general meeting specified the exact loca-
tion of the meeting and documents required for admission to 
the premises.  
3. Shareholders were provided access to the information about 
who had proposed items on the agenda and nominated candi-
dates to the board of directors and the audit commission of the 
company.   

Compliant

1.1.3 during the preparation for and holding of the 
general meeting, shareholders
should be able to receive in a freely and timely 
manner  information about the meeting and 
materials thereto, put questions to members of 
the company’s executive bodies and board of 
directors, and to communicate with each other. 

1. in the reporting period, shareholders were enabled to put 
questions to members of the company’s executive bodies and 
board of directors before and during the annual general meet-
ing.   
2. Position of the board of directors (including any dissenting 
opinions recorded in the minutes) on each agenda item of the 
general meetings held within the reporting period was included 
in the materials for the general meeting of shareholders. 
3. the company provided shareholders, entitled thereto, with ac-
cess to the list of persons entitled to participate in the general 
meeting, starting from the date of its receipt by the company, in 
all cases of holding general meetings in the reporting period.  

Partially compliant in 2015, when holding the Annual General meeting of Share-
holders, no separate position of the Board of directors on 
each agenda item of the general meeting was formed.
At the same time, minutes of the Board’s meetings that 
contained the Board’s position on certain agenda items were 
submitted to shareholders as part of the materials for the 
meeting. 
the Company’s obligation to include the Board’s position on 
each item of the General meeting’s agenda has been set out 
in the new version of the Regulations on the General meeting 
of Shareholders of federal Grid Company, and will be met 
when preparing the General meeting in 2016.  

1.1.4 There should be no unjustified difficulties 
preventing shareholders from exercising their 
right to request for a general meeting to be con-
vened, nominate candidates to the company’s 
governing bodies, and to place proposals on its 
agenda. 

1. in the reporting period, shareholders were entitled to propose 
new items to be included on the agenda of the annual general 
meeting at least 60 days after the end of the respective calen-
dar year. 
2. in the reporting period, the company did not refuse to accept 
proposals for the agenda or candidates to the company’s
bodies due to misprints or other insignificant defects  in a 
shareholder’s proposal. 

Compliant

1.1.5 Each shareholder should be able to freely ex-
ercise his right to vote in a straightforward and 
most convenient way. 

1. the company’s internal document (internal policy) includes 
provisions whereby any participant of the general meeting may, 
until the end of the general meeting, request a copy of the ballot 
filled by that participant to be certified by the company’s count-
ing board. 

Compliant
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1.1.6 Procedures for holding a general meeting set by 
the company should provide equal opportunity 
to all persons present at the general meeting to 
express their opinions and ask questions that 
might be of interest to them.

1. in the reporting period, when general meetings of sharehold-
ers were held in the form of a meeting  (joint  presence  of 
shareholders), sufficient time was
provided for reports on agenda items and for further discussion 
thereof. 
2. Candidates to the company’s governing and control bodies 
were available to answer shareholders’ questions at the meet-
ing where they were put to the vote.
3. When making decisions related to the preparation and hold-
ing of the general meeting of shareholders, the board of direc-
tors considered a matter on the use of telecommunications  to 
provide  shareholders  with remote access to attend the general 
meetings held in the reporting period.  

Partially compliant in the reporting period, the Board of directors did not consid-
er the matter on the use of telecommunications to provide 
shareholders with remote access to the general meetings. 

due to changes in the Rf legislation, when holding the 2016 
Annual General meeting of Shareholders, there will be a 
remote attendance option provided for shareholders with 
nominee-registered holdings that means they will be able to 
submit, through the national Settlement depository (nSd), 
their electronic voting instructions to the Registrar. in future, 
as part of the reform of corporate actions at the nSd, an 
electronic voting platform will be established that enables all 
holders of securities to participate remotely in general meet-
ings of shareholders   

Given the implementation of the recommendation with the 
participation of recording organisations at the securities 
market, no separate decision of the Board of directors is 
planned to be made. 

1.2 Shareholders should have equal and fair opportunity to participate in the company's  profits  by means of receiving 
dividends

1.2.1 the company should develop and put in place a 
transparent and clear mechanism for deter-
mining the amount of dividends and payment 
thereof.

1. the company’s dividend policy has been developed, approved 
by the board of directors and disclosed.
2. if the company’s dividend policy uses criteria from the 
Company’s financial accounts to determine  the  amount  of 
dividends, the dividend policy shall employ the consolidated
financial accounts. 

Partially compliant the recommended amount of dividends is determined by 
the Board of directors according to the dividend policy, ap-
proved by the Board of directors on 16 January 2010, on the 
basis of RAS financial performance.  
federal Grid Company is a state-owned company (more than 
80.7% of its share capital is indirectly owned by the State).  
A decision on dividend payment is made on the basis of 
directives issued by the Rf Government with due account of 
the Rf Government Resolution no. 774-r dated 29 may 2006 
"on Building Positions of a Shareholder – Russian federa-
tion  in Joint Stock Companies whose Shares are in the 
federal ownership".
therefore, the Company’s internal documents will be 
amended if the relevant amendments are introduced to the 
Russian legislation with respect to the necessity to calculate 
dividends based on consolidated financial performance. 

1.2.2 the company should not make a decision on 
the dividend payment if such decision, without 
formally violating limits set by law, is eco-
nomically unjustified and might lead to false 
assumptions about the company’s activity. 

1. The company’s dividend policy  clearly  indicates the finan-
cial/economic circumstances under which the Company should 
not pay dividends. 

Compliant

1.2.3 the company should not allow deterioration of 
dividend rights of its existing shareholders. 

1. in the reporting period, the company did not take any actions 
leading to the deterioration of dividend rights of the existing 
shareholders.  

Compliant

1.2.4 the company should strive to rule out any ways 
through which its shareholders can obtain any 
profit or gain at the company’s expense other 
than dividends and liquidation value. 

1. To eliminate other methods for shareholders to obtain profit 
(income)  at  the  company’s expense, other than dividends and  
liquidation value, the company’s internal documents
establish controls that ensure the timely  identification and 
procedure for the approval of transactions  with  persons affili-
ated  (related)  with substantial  shareholders (persons entitled 
to dispose of the votes attached  to  voting  shares), where the 
law does not formally
recognise such transactions as related-party transactions. 

non-compliant the Company’s internal documents do not provide for 
controls that ensure the timely  identification and procedure 
for the approval of transactions  with  persons affiliated  
(related)  with substantial  shareholders (persons entitled to 
dispose of the votes attached  to  voting  shares), where the 
law does not formally
recognise such transactions as
related-party transactions.  
the Company’s substantial shareholders are PJSC Ros-
seti that holds 80.13% of voting shares, and the Russian 
federation represented by Rosimuschestvo based on the 
agreement made with PJSC Rosseti. the Russian federation 
has no affiliated persons. Transactions between Federal Grid 
Company and Rosseti’s affiliated persons are related-party 
transactions. At the same time, to the extent permitted by 
the Russian legislation, the Company’s internal documents 
specify the procedure for the identification and approval of 
related-party transactions.
the Company does not currently plan to make any additional 
amendments to its internal documents in respect of the 
introducing additional control measures and procedures for 
the approval of transactions mentioned in this paragraph.  
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1.3 the corporate governance system and practices shall guarantee equal conditions for all shareholders owning 
shares of the same category (type), including minority shareholders and foreign shareholders, as well as their 
equal treatment by the company. 

1.3.1 the company should create conditions that 
would enable its governing bodies and control-
ling persons to treat each shareholder fairly, in 
particular, which would eliminate the possibility 
of any abuse of minority shareholders by major 
shareholders. 

1. during the reporting period, the procedures for managing 
potential conflicts of interest among  existing  shareholders 
were efficient, and the board of directors paid due attention to 
conflicts among shareholders, if there were any. 

Compliant

1.3.2 the company should not take any actions that 
will or might result in artificial redistribution of 
corporate control.

1. the company does not have ’quasi-treasury’ shares or they 
were used in the voting during the reporting period. 

non-compliant in the reporting period, ‘quasi-treasury’ shares of federal Grid 
Company were involved in the voting at the Annual General 
meeting 
Agenda of the General meeting of Shareholders annually 
includes items on the approval of related-party transactions, 
including those of the insurance contracts. the company’s 
major shareholder shall not vote on the above issue because 
it is recognised to be a related party.    
in accordance with the legislation of the Russian federation, 
the decision on this issue shall be taken by majority of votes 
of all shareholders not interested in the transaction.   
Given the ownership structure of federal Grid Company (the 
high concentration of share capital with a dispersed minority 
stake), there is a high risk of non-decision by the General 
meeting of Shareholders on key issues, including those 
stipulated by the Rf legislation (insurance, issues related to 
the additional issue of shares, etc.). 
thus, there remains a need for the Company to vote by 
‘quasi-treasury’ shares at the General meetings of Sharehold-
ers. 
however, trying to comply with the best corporate gover-
nance practices, the Company plans, when preparing to the 
Annual General meeting, that the Board of directors will con-
sider the relevant matter and make a conceptual decision on 
the use of ‘quasi-treasury’ shares in the voting at the AGm. 

1.4 The shareholders should be provided with reliable and efficient means of recording their rights in shares as well as 
with the opportunity to freely dispose of such shares in a non-onerous manner. 

1.4.1 the shareholders should be provided with 
reliable and efficient means of recording their 
rights in shares as well as with the opportunity 
to freely dispose of such shares in a non-oner-
ous manner.

1. the registrar’s quality and reliability in maintaining the 
shareholder register meet the Company’s and its shareholders’ 
needs.

Compliant

2.1 the board of directors provides strategic governance of the company, determines main principles of and ap-
proaches to the organisation of the company’s risk management and internal control system, supervises the 
company’s executive bodies, and performs other key functions. 

2.1.1 the board of directors should be responsible 
for making decisions to appoint and remove 
members of executive bodies, including in 
connection with their failure to discharge their 
duties properly.  the  board  of directors  should  
also
ensure that  the company’s  executive bodies 
act in accordance with  an  approved develop-
ment strategy and the company’s businesses.  

1. the board of directors has the powers set out in the Articles 
of Association to appoint and remove members of the executive 
bodies, as well as determine terms and conditions of contracts 
to be entered with them. 

2. the board of directors has considered a report (reports) of 
the CEo and members of the collective executive board on the 
implementation of the company’s strategy. 

Partially compliant According to the Company’s Articles of Association, the 
Board of directors shall appoint members of the federal 
Grid’s management Board, and the General meeting of 
Shareholders shall appoint the Chairman of the manage-
ment Board. 
the Company does not plan to amend its Articles of Asso-
ciation with respect to delegation of the authority to appoint 
the management Board’s Chairman to the Board of directors 
because of the high risk of financial and economic implica-
tions for the Company resulting from the possible demand 
for redemption of minority stakes. 

2.1.2 the board of directors should establish basic 
long-term targets of the company’s activity, 
evaluate and approve its key performance indi-
cators and principal business goals, as well as 
evaluate and approve its strategy and business 
plans in respect of its core businesses.

1.during the reporting period, the board of directors considered 
matters related to the progress review and updating of the 
company’s strategy, the approval of its financial and business 
plan (budget), and the review of criteria and performance indica-
tors (including intermediate) of the company’s strategy and 
business plan. 

Compliant
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2.1.3 the board of directors should determine prin-
ciples of and approaches to the organisation of 
the company’s risk management and internal 
control system.

1. the board of directors has determined principles of and 
approaches to the organisation of the company’s risk manage-
ment and internal control system.

Compliant

2. in the reporting period, the board of directors reviewed the 
company’s internal control and risk management system.

2.1.4 the board of directors should determine the 
company’s policy on remuneration due to and/
or reimbursement of expenses incurred by its 
board members, members of its executive bod-
ies and other key managers.  

1. the company has developed and implemented the policy(-
ies) approved by the board of directors on the remuneration due 
to and reimbursement of expenses incurred by the board mem-
bers, members of its executive bodies and other key managers.  

Compliant

2. during the reporting period, the board of directors considered 
matters related to the above policy(-ies). 

2.1.5 the board of directors should play a key role in 
prevention, detection and resolution 
of internal conflicts between the company’s 
bodies, shareholders and employees. 

1. the board of directors plays a key role in prevention, detec-
tion and resolution of internal conflicts.  

Compliant

2. the company has established a system for identifying trans-
actions involving conflicts of interest and a system of measures 
aimed at resolving such conflicts. 

2.1.6 the board of directors should play a key role in 
ensuring that the company is transparent, 
discloses information in full and in a timely 
manner, and provides its shareholders with easy 
access to its documents. 

1. the board of directors has approved the regulations on the 
information policy. 

Compliant

2. the company has determined persons responsible for imple-
menting the information policy. 

2.1.7 the board of directors should monitor the com-
pany’s corporate governance practices and play 
a key role in its material corporate events. 

1. during the reporting period, the board of directors considered 
matters on the company’s corporate governance practices. 

Partially compliant during the reporting period, the Board of directors did not 
consider separately a matter on the Company’s corporate 
governance practices.
however, the corporate governance practices were consid-
ered by the Board within the approval of a Plan of Actions 
(‘road map’) on implementing the key provisions of the 
Russian Corporate Governance Code and approval of the 
Company’s Corporate Governance Code. 

in the second quarter of 2016, a matter will be placed for 
consideration of the hR and Remuneration Committee and 
the Board of directors on the results of the Board perfor-
mance evaluation and self-assessment of the federal Grid’s 
corporate governance quality. 

2.2 the board of directors should be accountable to the company’s shareholders.

2.2.1 information about the board of directors’ work 
should be disclosed and provided to the share-
holders.

1. the company’s annual report 
for the reporting period includes 
information on the attendance at meetings of the board of 
directors and its committees.

Compliant

2. the annual report contains  
information on the main findings of the Board of Directors’ 
performance 
evaluation for the reporting period. 

2.2.2 the chairman of the board of directors must be 
available to communicate with the company’s 
shareholders.  

1. the company has a transparent procedure that enables 
shareholders to submit their questions and positions 
thereon to the chairman of the board of directors. 

Compliant
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2.3 The board of directors should be an efficient and professional governing body of the company capable of making 
objective and independent judgments and taking decisions in the best interests of the company and its sharehold-
ers. 

2.3.1 only persons with impeccable business and 
personal reputation should be elected to the 
board of directors; such persons should also 
have knowledge, skills, and experience required 
to make decisions that fall within the role and 
responsibilities of the board of directors and to 
perform its functions efficiently.

1. the procedure for the board of directors’ performance evalu-
ation adopted in the company includes, among other things, 
evaluation of professional skills and expertise of the board 
members.  

Partially compliant in the reporting period, the Board of directors or the hR and 
Remuneration Committee performed no evaluation of candi-
dates to the Board of directors.
Given the ownership structure of federal Grid Company, the 
issue of electing the Board of directors and shaping the po-
sition of the major shareholder in respect of the nominated 
candidates is regulated by the procedure set out by the deci-
sions of the Government of the Russian federation. 
the Commission for selecting independent directors at the 
Rosimuschestvo conducts evaluation of candidates’ experi-
ence, knowledge, business reputation, absence of conflicts 
of interest, etc., at the stage of selecting candidates.  
taking into account the above procedure for nominating 
candidates to the Board of directors, the Company does not 
plan to place a separate matter on candidates’ evaluation 
for consideration of the Board of directors or the hR and 
Remuneration Committee. 

2. in the reporting period, the board of directors (or its nomina-
tion committee) evaluated candidates to the 
board of directors in terms of their experience, knowledge, busi-
ness reputation, absence of conflicts of interest, etc. 

2.3.2 Board members should be elected pursuant to 
a transparent procedure enabling shareholders 
to obtain information about the respective can-
didates that is sufficient to get an idea of the 
candidates’ personal and professional qualities. 

1. in all cases when a general meeting of shareholders was held 
during the reporting period, the agenda of which 
included the election of the board of directors, the company 
provided shareholders with biographical data of all candidates 
to the board of 
directors, results of the evaluation of such candidates per-
formed by the board of directors (nomination committee), as 
well as information on the candidates’ compliance with the 
independence criteria according to the recommendations in 
paragraphs 102 to 107 of the Code, and the candidates’ written 
consent to be elected to the board of directors. 

Partially compliant in the reporting period, when preparing the General meeting 
of Shareholders, no information was provided to share-
holders on the results of the board candidates’ evaluation 
performed by the Board of directors or the hR and Remuner-
ation Committee, as well as on the candidates' compliance 
with the independence criteria recommended by paragraphs 
1-2 – 107 of the Code. 
Given the ownership structure of federal Grid Company, the 
issue of electing the Board of directors and shaping the po-
sition of the major shareholder in respect of the nominated 
candidates is regulated by the procedure set out by the deci-
sions of the Government of the Russian federation. 
Evaluation of candidates against their compliance with the 
independence criteria (provided for in the listing Rules) 
is conducted at the stage of selecting candidates by the 
Commission for selecting independent directors at the 
Rosimuschestvo with the confirmation of compliance by the 
moscow Stock Exchange.  
necessary information on each candidate (biographical 
data, availability of written consent) was submitted to 
shareholders as part of the materials for the Annual General 
meeting of Shareholders.
When preparing the 2016 Annual General meeting, the Com-
pany plans, in addition to the above information on the Board 
candidates, to provide shareholders with the information on 
their compliance with the independence criteria specified by 
the moscow Exchange listing Rules.  

2.3.3 the composition of the board of directors 
should be balanced, in particular, in terms 
of qualifications, expertise, knowledge and 
business qualities of its members. the board 
of directors should enjoy the confidence of 
shareholders. 

1. As part of the board performance evaluation carried out in 
the reporting period, the board of directors reviewed its own 
needs in professional expertise, experience and business skills. 

Compliant Evaluation of the Board 
performance in 2015 
was conducted in the 1st 
quarter of 2016. 

2.3.4 the number of members of the company’s 
board of directors must enable the board to or-
ganise its activities in the most efficient way, in 
particular, to create board committees, as well 
as to enable the company’s substantial minority 
shareholders to elect a candidate to the board 
of directors for whom they would vote. 

1. As part of the board performance evaluation carried out in 
the reporting period, the board of directors considered whether 
the size of the board was appropriate in terms of the company’s 
needs and shareholder interests. 

Compliant Evaluation of the Board 
performance in 2015 
was conducted in the 1st 
quarter of 2016.
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2.4 The board of directors should include a sufficient number of independent directors. 

2.4.1 An independent director should mean any indi-
vidual who has required professional skills and 
expertise and is sufficiently able to have his/her 
own position and make objective and fair judg-
ments, free from the influence of the company’s 
executive bodies, certain groups of sharehold-
ers or other stakeholders. it should be noted 
that, under normal conditions, a candidate 
(or an elected director) should not be deemed 
independent, if he/she is associated with the 
company, any of its substantial shareholders, 
material trading 
partners or competitors, or the government. 

1. during the reporting period, all 
independent members of the 
board of directors met the 
independence criteria specified 
in recommendations 102 to 107 
of the Code or were recognised as such by the decision of the 
board of directors. 

Partially compliant According to the orders of the Rf Government, the Annual 
General meetings of Shareholders in 2014 and 2015 respec-
tively elected the Board of directors with 1 and 3 directors 
who met the independence criteria. 
Because of the 2014 annual campaign, in the first half of 
2015 there arose a reason in respect of the elected indepen-
dent director to change his status.  
in the second half of 2015, following the 2015 annual 
campaign, one of three independent directors elected to the 
Board of directors lost his status also. 
in the event of such a situation in the future, the Company 
plans that it will be a matter of the Board to decide whether a 
certain Board member is independent or not.

2.4.2 it is recommended to evaluate whether candi-
dates nominated to the board of directors meet 
independence criteria as well as to review, on 
a regular basis, whether independent board 
members meet the independence criteria. When 
carrying out such evaluation, 
substance should take precedence over form. 

1. in the reporting period, the board of directors (or the nomina-
tion committee) evaluated the independence of each candidate 
to the board of directors and submitted the relevant opinion to 
shareholders. 

Partially compliant in the reporting period, at the Annual General meeting 
of Shareholders the Board of directors did not provide 
shareholders with an opinion on the independence of each 
nominated candidate. 
however, the opinion of the Board of directors regarding the 
board candidates was given at the meeting of the Board of 
directors, which included the consideration of the proposals 
of shareholders on nomination of candidates to the Com-
pany’s governing and control bodies.
When preparing the 2016 Annual General meeting, the Com-
pany plans, in addition to the above information on the Board 
candidates, to provide shareholders with the information on 
their compliance with the independence criteria specified by 
the moscow Exchange listing Rules.  

Recommendations 
under item 2 were actu-
ally observed within the 
consideration of matters 
on forming composition 
of the Board commit-
tees, because of the 
Company’s obligation, in 
respect of some of them, 
to include members/to 
appoint a chairman from 
among the independent 
members of the Board of 
directors.    

2. in the reporting period, the board of directors (or the nomina-
tion committee) reviewed, at least once, the independence of 
the existing board members, indicated by the company in the 
annual report as independent directors. 

3. the company has developed procedures that determine ac-
tions to be taken by a member of the board of directors if he/
she loses his/her  independence, including the obligation to 
notify the board of directors thereof in a timely manner. 

2.4.3 At least one third of the board of directors shall 
be independent directors.

1. At least one third of the board of directors shall be indepen-
dent directors.

Partially compliant in the reporting period, the number of independent directors 
in the Company’s Board was less than one third. 
it was due to the following. According to the orders of the Rf 
Government, the Annual General meetings of Shareholders 
in 2014 and 2015 respectively elected the Board of directors 
with 1 and 3 directors who met the independence criteria. 
Because of the 2014 annual campaign, in the first half of 
2015 there arose a reason in respect of the elected indepen-
dent director to change his status.  
in the second half of 2015, following the 2015 annual 
campaign, one of three independent directors elected to the 
Board of directors also lost his status. 

2.4.4 independent directors 
should play a key role in 
the prevention of internal 
conflicts in the company 
and in material 
corporate actions taken by the latter. 

1. independent directors (who do 
not have any conflicts of interest) 
perform a preliminary 
evaluation of material 
corporate actions related to a 
potential conflict of interest, and 
the findings of such evaluation are submitted to the 
board of directors. 

non-compliant Independent directors (who do not have any conflicts of 
interest) do not perform a preliminary evaluation of material 
corporate actions related to a potential conflict of interest. 
the Company’s Articles of Association, approved in 2015, do 
not define a concept of material corporate actions.  
However, based on the definition of this concept in the 
Corporate Governance Code, it should be noted that the 
Company’ Articles of Association provide for relevant 
responsibilities of the governing bodies on matters related, 
according to the Code, to material corporate actions.    
it should also be noted that in the reporting period the 
Company made two transactions out of the list of material 
corporate actions specified in the Code that were not related 
to a potential conflict of interest.  
issues related to material transactions are regulated in 
accordance with the Russian legislation and the Company’s 
internal documents.
the Company does not plan to amend its internal docu-
ments specifying the procedure for approval of materials on 
issues to be included in agenda of a scheduled meeting of 
the Board of directors.
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2.5 the chairman of the board of directors should contribute to the most effective implementation of functions im-
posed on the board. 

2.5.1 the chairman of the board of directors shall be 
an independent director; or a senior indepen-
dent director shall be appointed among the 
company’s independent directors to coordinate 
work of the independent directors and to liaise 
with the chairman of the board. 

1. the chairman of the board of directors is an independent 
director; or a senior independent director has been appointed 
among the company’s independent directors. 

Partially compliant Chairman of the Board of directors is not an independent 
director. 
in accordance with subparagraph "d" of paragraph 1 of the 
list of instructions of the President of the Russian federation 
no. Pr-846 dated 02 April 2011, as well as the Rf Govern-
ment order no. iSh-P13-26pr dated 08 April 2011, profes-
sional attorneys shall be elected as chairmen of the boards 
of directors of companies with state participation.
in the reporting period, the Company did not practice the 
appointment of a senior independent director.
it is not planned to appoint a senior independent director 
in 2016.

2. the role, rights and duties of the chairman of the board of 
directors (and, if applicable, the senior independent director) are 
properly specified in the 
company’s internal documents. 

2.5.2 the board chairman should ensure that board 
meetings are held in a constructive 
atmosphere and that all items on the meeting 
agenda are discussed freely. the chairman 
should also monitor execution of decisions 
made by the board of directors. 

1. the performance of the 
board chairman was evaluated as part of the board perfor-
mance evaluation in the reporting period. 

Compliant

2.5.3 the chairman of the board of directors must 
take all measures as may be required to provide 
the board members in a timely manner with in-
formation required to make decisions on issues 
on the agenda. 

1. the duty of the chairman of 
the board of directors to ensure all board members are provided 
with relevant information on meeting addenda in a timely man-
ner is set out in the Company’s internal documents. 

Compliant

2.6 Board members must act reasonably and in good faith in the best interests of the company and its shareholders, 
being sufficiently informed, with due care and diligence. 

2.6.1 Board members should make decisions consid-
ering all available information, in the absence 
of a conflict of interest, treating shareholders 
of the company equally, and assuming normal 
business risks.

1. the company's internal documents establish that a member 
of the board of directors is obliged to inform the board of direc-
tors if he/she has a conflict of interest with respect to any item 
on the agenda for a meeting of the board of directors or a board 
committee, prior to the discussion of the respective agenda 
item. 

Compliant

2. the company's internal documents provide that a member 
of the board of directors should refrain from voting on any item 
where he/she has a conflict of interest.  

3. the company has established a procedure that enables the 
board of directors to obtain professional advice on matters fall-
ing within its remit, at the company’s expense. 

2.6.2 Rights and duties of board members should 
be clearly defined and set out in the company’s 
internal documents. 

1. the company has adopted and disclosed an internal docu-
ment that clearly defines the right and duties of members of the 
board of directors. 

Compliant

2.6.3 Board members should have sufficient time to 
discharge their duties.

1. individual attendance of board and committee meetings, as 
well as the time devoted to the preparation for meetings was 
taken into account in the course of board performance evalua-
tion in the reporting period. 

Compliant

2. According to the company’s internal documents, members of 
the board of directors are obliged to notify the board of direc-
tors of their intention to join 
governing bodies of other companies (except for the company’s 
affiliates and 
dependent companies) and of such actual appointments.  
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2.6.4 All board members should have equal opportu-
nity to access the company’s documents and 
information. newly elected board members 
should be  provided with sufficient 
information about the company and work of its 
board of  directors as soon as practicable.

1. According to the company’s internal documents, members of 
the board of directors are entitled to access documents and to 
make requests relating to the company and its affiliates, and the 
company’s executive bodies are obliged to provide the relevant 
information and documents. 

Compliant

2. the company has a formalised induction programme for 
newly elected members of the board of directors.

2.7 meetings of the board of directors, preparation for them, and participation of board members therein should en-
sure the effective performance of the board.

2.7.1 it is recommended that meetings of the board 
of directors be held as needed, with due ac-
count of the Company’s scope of activities and 
its current objectives. 

1. the board of directors held at least six meetings in the report-
ing period. 

Compliant

2.7.2 the company’s internal documents should 
establish a procedure for preparing and holding 
meetings of the board of directors, enabling the 
board members to prepare for the meetings 
properly. 

1. the company has adopted an internal document that governs 
the procedure for preparing and holding board meetings and 
specifies, among other things, that a notice of the meeting 
should normally be made at least five days prior to the meeting. 

Compliant

2.7.3 the form of a meeting of the board of direc-
tors should be determined with due account 
of importance of issues on the agenda. most 
important issues should be decided at meet-
ings held in person. 

1. The сompany’s Articles of Association or internal document 
 provide that the most 
important issues (according to 
the list in Recommendation 168 
of the Code) should be 
considered at board meetings held in person.

non-compliant the Company’s Articles of Association and internal docu-
ments do not determine what issues should be considered 
at Board meetings held in person. 
According to the recommendations of the Corporate Gov-
ernance Code, issues to be considered at meetings held in 
person include the following:
issues relating to holding an Annual General meeting of 
Shareholders;
issues to be resolved in accordance with the directives of 
the Rf Government; 
approval of the Company’s material transactions;
consideration of material aspects of business of any legal 
entities controlled by the Company;
issues relating the Company’s business (including business 
plans);
other issues, including the results of the Board performance 
evaluation, consideration of a risk management policy, etc.  
thus, a number of issues that, according to the Code, require 
face-to-face consideration by the Board of directors involve 
tight deadlines for consideration what does not allow to 
ensure holding a Board meeting in person within the time 
specified by law due to a possible lack of quorum.  
the Company does not plan to amend its Articles of Asso-
ciation and/or internal documents to specify what issues are 
to be considered at meetings held in person. 
At the same time, the Board’s work plan determines prior-
ity issues to be considered at the meeting held in person, 
including the approval of the business plan (consolidated 
business plan that includes key performance indicators of 
subsidiaries and associates) and the Company’s investment 
programme, the long-term development Programme.  
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2.7.4 decisions on the most important issues relating 
to the company’s business should be made at a 
meeting of the board of directors by a qualified 
majority vote or by a majority vote of all elected 
board members. 

1. the company’s Articles of Association provides that deco-
sions on the most critical issues outlined in 
Recommendation 170 of the Code shall be made at a meeting 
of the board of directors by a qualified majority of at least three 
quarters of votes or by a 
majority of votes of all elected 
members of the board of directors.

non-compliant the Company’s Articles of Association contain no provi-
sions according to which decisions on issues are taken by 
the Board of Directors by a qualified majority, not less than 
three-quarters of votes or a majority of votes of all elected 
members of the Board of directors. 
Paragraph 18.8 of the Company’s Articles of Association 
specifies the list of issues to be decided by a two-thirds 
majority of  votes of the Board  members participating in the 
meeting. in particular, these issues include matters provided 
for in item 4 and item 8 of recommendation 170 of the Code: 
approval of the Company’s material transactions and consid-
eration of material issues relating to activities of any legal 
entities controlled by the Company. 
in addition, in accordance with the Articles of Association, 
decisions are made by a two-thirds majority of votes of the 
Board members participating in the meeting on the Com-
pany participation in other organisations and credit policy 
setting.  
the Company does not currently plan to make relevant 
amendments to its Articles of Association.  

2.8 the board of directors should establish committees for preliminary consideration of the most important issues of 
the company’s business. 

2.8.1 for the purpose of preliminary consideration of 
any matters relating to oversight of the Com-
pany’s business, it is recommended to establish 
an audit committee composed of independent 
directors. 

1. the board of directors established an audit committee com-
posed of independent directors only. 

Compliant

2. the company’s internal documents determine the objectives 
for the audit 
committee, including those set out by  
Recommendation172 of the Code. 

3. At least one audit committee member, who is an independent 
director, has an experience and knowledge in preparing, analys-
ing, evaluating, and auditing accounting (financial) statements. 

4. the audit committee meetings were held at least quarterly 
during the reporting period.   

2.8.2 for the purpose of preliminary consideration of 
matters relating to the development of efficient 
and transparent remuneration practices, it is 
recommended to establish a remuneration 
committee composed of independent directors 
and chaired by an independent director who 
should not be the board chairman. 

1. the board of directors established a remuneration committee 
composed entirely of independent directors.

Partially compliant in the reporting period, the hR and Remuneration Committee 
was composed not only of independent directors. it was due 
to the following. 
According to the orders of the Rf Government, the Annual 
General meetings of Shareholders in 2014 and 2015 respec-
tively elected the Board of directors with 1 and 3 directors 
who met the independence criteria. 
Because of the 2014 annual campaign, in the first half of 
2015 there arose a reason in respect of the elected indepen-
dent director to change his status.  
in the second half of 2015, following the 2015 annual 
campaign, one of three independent directors elected to the 
Board of directors also lost his status. 

2. the remuneration committee is chaired by an independent 
director who is not the chairman of the board of directors. 

3. the company’s internal documents determine the objectives 
for the remuneration committee, including those set out by 
Recommendation180 of the Code. 
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2.8.3 for the purpose of preliminary consideration 
of matters relating to hR planning (succes-
sion planning), professional composition and 
fficiency of the board of directors, it is recom-
mended to establish a nomination committee 
(nominating committee, hR committee) with 
the majority of its members being 
independent directors.

1. the board of directors established a nomination committee 
(or its objectives, set out in Recommendation 186 of the Code, 
are delivered by another committee), and the majority of its 
members are independent directors.

Partially compliant the Company has the hR and Remuneration Committee. 
Among the list of matters specified in Recommendation 186,  
matters reserved for the above Committee do not include 
the following:  :
interaction with shareholders in the context of selecting 
candidates to be nominated to the board of directors. 
Analysis of professional qualifications and independence of 
all candidates nominated to the board of directors, based on 
all information available to the nomination committee; draft-
ing and communicating recommendations to shareholders 
in respect of their voting on the election of candidates to the 
board of directors. 
description of individual characteristics of directors and 
the chairman of the board of directors, including time they 
should spend on issues related to the company's activities, 
both at and outside the board meetings, in the course of 
planned and unplanned work. 
developing training and professional development pro-
gramme for board members taking into account their indi-
vidual needs, as well as monitoring of practical implementa-
tion of the programme. 
Analysis of current and anticipated needs of the company 
in terms of professional qualifications of members of its 
executive bodies. 
At the same time, matters under item 5 are covered within 
the Committee responsibilities regarding the appointment of 
members of the executive bodies, as well as consideration 
of the Company’s organisational structure and amendments 
thereto.    
The Company does not plan to add the matters specified in 
items 1-4 to the Committee’ remit. 

2. the company’s internal documents determine the objectives 
for the nomination committee (or another committee with the 
relevant functions), including those set out by Recommenda-
tion186 of the Code.  

2.8.4 taking account of the company’s scope of 
activities and a risk level, the board of direc-
tors has ascertained that the composition of 
its committees meets the objectives of the 
Company. Additional committees either were 
established, or were not considered necessary 
(a strategy committee, a corporate gover-
nance committee, an ethics committee, a risk 
management committee, a budget committee, 
a committee on health, safety and environment, 
etc.). 

1. i the reporting period, the company’s board of directors 
reviewed the conformity of the membership in its committees 
to the objectives assigned to the board and to the company’s 
business goals. Additional committees were 
either established or were not recognised as necessary. 

Compliant in the reporting period, 
the Board of directors 
reviewed the conformity 
of its Committees’ com-
position to their objec-
tives when considering 
matters on the commit-
tees’ membership, as 
well as the approval of 
the regulations on the 
committees. the Reli-
ability Committee was 
terminated in 2015. 

2.8.5 the composition of the committees should be 
determined in such a way that it would allow a 
comprehensive discussion of issues being con-
sidered on a preliminary basis with due account 
of the variety of opinions. 

1. Committees of the board of directors are headed by indepen-
dent directors. 

Partially compliant the hR and Remuneration Committee and the Audit Com-
mittee are headed by the independent director Sergey n. 
mironosetsky.
At the same time, the Strategy Committee and the invest-
ment Committee are headed by the Board members who 
are not independent directors – maxim S. Bystrov and 
Vyacheslav m. Kravchenko.
the Company’s internal documents do not contain an obliga-
tion to elect independent directors as the chairmen of the 
Strategy and investment Committees. 
According to the Regulations on the above Committees, 
taking into account certain resolutions of the Rf Govern-
ment, these Committees are composed mainly of individuals 
who are not members of the Board of directors and provide 
an independent and thorough discussion of  issues and the 
development of preliminary recommendations to the Board 
of directors. 

2. the company’s internal documents (policies) contain provi-
sions whereby individuals not included on the audit 
committee, the nomination committee and the remuneration 
committee may 
attend meetings of these committees only upon the invitation 
of the chairman of the respective committee. 
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2.8.6 the chairmen of the committees should inform 
the board of directors and its chairman of the 
work of their committees on a regular basis. 

1. during the reporting period, the chairmen of the committees 
reported on the committees’ work to the board of 
directors on a regular basis. 

Partially compliant Reports of the committee chairmen were not included as 
separate items on the agenda of the Board meetings.   
however, the reports were submitted to the Board of direc-
tors as part of the Company’s annual report. in addition, 
given that all committee chairmen are members of the Board 
of directors, information on the committees’ work is regu-
larly submitted by their chairmen at the Board meetings held 
in person when considering matters on which the relevant 
committee has developed recommendations.
the relevant provisions on the necessity to submit reports 
on the committees’ work to the Board of directors have been 
included in new versions of the Regulations on the commit-
tees, approved in 2015.
 

2.9 the board of directors should ensure evaluation of its own performance, and that of its committees and individual 
directors. 

2.9.1 the board of directors’ performance evaluation 
should be aimed at determining 
how efficiently the board of directors, its com-
mittees and board members work and whether 
their work meets the company’s needs, as 
well as at making their work more active and 
identifying 
areas for improvement. 

1. the self-evaluation or external evaluation of the board 
performance conducted in the reporting period included the 
performance evaluation of the committees, individual directors 
and the board as a whole.

Partially compliant during the reporting period, the Board of directors did not 
review the results of the Board performance evaluation 
conducted in the reporting period, including the performance 
evaluation of the committees, individual directors and the 
board as a whole. 
Evaluation of the Board performance in 2015 was conducted 
in the 1st quarter of 2016.  the results of the evaluation are 
included in the annual report and are planned to be consid-
ered by the Board of directors in the second quarter of 2016. 

 

2. the results of the self-evaluation or external evaluation of 
the board performance, conducted in the reporting period, were 
considered at the board meeting held in presence. 

2.9.2 Performance evaluation of the board of direc-
tors, its committees and board members should 
be conducted on a regular basis, at least once a 
year. to conduct an independent performance 
evaluation, it is recommended to involve an 
outside party (consultant) on a regular basis, at 
least once every three years. 

1. for an independent evaluation of the board of directors’ 
performance, an external company (consultant) was 
engaged by the company at 
least once in three recent 
reporting periods. 

Compliant

3.1 The company’s corporate secretary shall be responsible for efficient shareholder engagement, coordination of the 
company’s actions aimed at protecting the shareholder rights and interests, and support of efficient work of the 
board of directors.

3.1.1 the corporate secretary should have knowl-
edge, experience, and qualifications sufficient 
for the discharge of his/her responsibilities, as 
well as an impeccable reputation and should 
enjoy the trust of shareholders. 

1. the company adopted and disclosed an internal document – 
the Regulations on the Corporate Secretary. 

Compliant

2. the company’s website and annual report provide back-
ground information on the corporate secretary with the 
same level of detail as for members of the board of directors 
and the executive 
leadership of the company. 

3.1.2 the corporate secretary should be independent 
enough of the 
company’s executive bodies and be vested with 
powers and 
resources required to carry out his/her tasks. 

1. the board of directors approves the appointment, dismissal 
and additional 
remuneration of the corporate 
secretary. 

Compliant
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4.1 The level of remuneration paid by the company should be sufficient to attract, motivate, and retain individuals 
having required skills and qualifications. Remuneration to board members, members of the executive bodies, and 
other key managers of the company should be paid in accordance with a remuneration policy approved by the 
company. 

4.1.1 it is recommended that the level of remunera-
tion paid by the company to its board 
members, executive bodies, and other key man-
agers should be sufficient to motivate them to 
work efficiently and enable the company to at-
tract and retain competent and qualified profes-
sionals. the company should avoid setting the 
level of remuneration any higher than 
necessary, as well as an excessively large gap 
between the level of remuneration of any of the 
above individuals and that of the company’s 
employees.

1. the company has adopted internal remuneration policy(-ies) 
for members of the board of directors, executive bodies and 
other key managers that clearly define the approaches to the 
remuneration of the above 
individuals. 

Compliant the term ‘other key man-
agers of the Company’ is 
not applied according to 
the Action Plan ("road-
map") on introducing the 
Corporate Governance 
Code provisions in the 
Company's practice 
approved by the Board 
of directors on 12 march 
2015 (minutes no. 255). 

4.1.2 the company’s remuneration policy should 
be developed by its remuneration committee 
and approved by the board of directors. With 
the assistance of its remuneration commit-
tee, the board of directors should monitor the 
implementation of and compliance with the 
remuneration policy by the company and review 
and amend the same, if necessary. 

1. in the reporting period, the remuneration committee reviewed 
the remuneration policy(-ies) and the practice of its/their imple-
mentation and, if necessary, submitted the relevant recommen-
dations to the board of directors. 

Compliant

4.1.3 the company’s remuneration policy should 
provide for transparent mechanisms to 
be used to determine the amount of remunera-
tion due to members of the board of directors, 
the executive bodies, and other key managers 
of the company, as well as to regulate all types 
of payments, benefits, and privileges provided 
to any of the above individuals. 

1. the company’s remuneration policy(-ies) provide(s) for 
transparent mechanisms to be used to determine the amount of 
remuneration due to members of the board of directors, the ex-
ecutive bodies, and other key managers of the company, as well 
as regulate(s) all types of payments, benefits, and privileges 
provided to the above individuals. 

Compliant the term ‘other key man-
agers of the Company’ is 
not applied according to 
the Action Plan ("road-
map") on introducing the 
Corporate Governance 
Code provisions in the 
Company's practice 
approved by the Board 
of directors on 12 march 
2015 (minutes no. 255).

4.1.4 the company is recommended to develop a 
policy on reimbursement of expenses, 
which would contain a list of reimbursable 
expenses and specify service levels provided 
to members of the board of directors, the 
executive bodies, and other key managers of 
the company. Such policy can be a part of the 
company’s remuneration policy.  

1. the company’s remuneration policy(-ies) or other internal 
documents establish(-es) the rules on the reimbursement of 
expenses to members of the board of directors, executive 
bodies and other key managers of the company.  

Compliant the term ‘other key man-
agers of the Company’ is 
not applied according to 
the Action Plan ("road-
map") on introducing the 
Corporate Governance 
Code provisions in the 
Company's practice 
approved by the Board 
of directors on 12 march 
2015 (minutes no. 255).

4.2 The remuneration system of board members should ensure aligning of the directors’ financial interests with the 
long-term financial interests of shareholders. 

4.2.1 A fixed annual fee shall be a preferred form of 
monetary remuneration of the board 
members. it is not advisable to pay a fee for 
participation in certain meetings of the board of 
directors or its committees. it is not advisable 
to use any form of short-term incentives or 
additional financial incentives in respect of 
board members. 

1. fixed annual remuneration was the only monetary form of 
remuneration for members of the board of directors for their 
work within the board during the reporting period.  

Compliant
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4.2.2 long-term ownership of shares of the com-
pany contributes most to aligning the financial 
interests of board members with the long-term 
interests of the company’s shareholders. 
however, it is not recommended to make the 
right to dispose shares dependent on the 
company’s achievement of certain performance 
results; nor should board members take 
part in the company’s option plans. 

1. if the company’s internal document(s) - remuneration policy(-
ies) provide(s) for granting shares to members of the board 
of directors, clear rules for holding shares by members of the 
board of directors, aimed at encouraging long-term ownership 
of such shares, 
should be available and 
disclosed. 

Compliant this criterion is not applicable because the Company’s remuneration policy does not 
provide for granting the Company shares to members of the Board of directors. 

4.2.3 it is not recommended to provide for any ad-
ditional allowance or compensation in 
the event of early dismissal of board members 
in connection with a change in control over the 
company or other circumstances. 

1. The Company does not have any additional benefits or com-
pensation in case of the early termination of  members of the 
board of directors in connection with a change in control over 
the company or other circumstances.  

Compliant

4.3 the system of remuneration due to members of the executive bodies and other key managers of the company 
should provide that their remuneration is dependent on the company’s performance results and their personal 
contributions to the achievement thereof.

4.3.1 Remuneration due to members of the executive 
bodies and other key managers of the company 
should be set in such a way as to ensure a 
reasonable and justified ratio between its fixed 
portion and its variable portion that is depen-
dent on the company’s performance results and 
employees’ personal (individual) contribution to 
the achievement thereof. 

1. during the reporting period, the annual performance indica-
tors approved by the board of directors were used to 
determine the amount of variable 
remuneration of members of executive bodies and other key 
managers of the company. 

Compliant the remuneration system 
for members of the Com-
pany’s executive bodies 
is based on the achieve-
ment of the approved 
target values of key 
performance indicators 
(KPis).  
the Board of directors 
reviews the results of 
target achievement, and 
payment of remuneration 
according to the results 
achieved is possible only 
upon the decision made 
by the Board of directors 
to approve the relevant 
report.  
thus, the possibility to 
get remuneration unlaw-
fully is eliminated. 
in addition, the results 
of the Company’s 
KPi achievement are 
reviewed by an inde-
pendent auditor, who 
evaluates the achieve-
ment of indicators of the 
Company’s long-term 
development programme 
and submits all findings 
to the Board of directors, 
thus mitigating the risk of 
manipulating the report 
data or other irregulari-
ties.

2. during the most recent evaluation of the remuneration 
system for members of the executive bodies and other key 
managers, the board 
of directors (the remuneration 
committee) made sure the Company applied an efficient ratio of 
the fixed portion of remuneration to the variable portion. 

3. the company has a procedure for repaying bonuses unlaw-
fully 
obtained by members of the executive bodies and other key 
managers. 

4.3.2 Companies whose shares are admitted to trad-
ing at organised markets are recommended to 
put in place a long-term incentive programme 
for members of the company’s 
executive bodies and other key managers in-
volving the company's shares (options or other 
derivative financial instruments the underlying 
assets for which are the company’s shares). 

1. the company has put in place a long-term incentive pro-
gramme for members of the company’s executive bodies and 
other key managers involving the company’s shares (financial 
instruments based on the company’s shares). 

non-compliant the Company does not have a long-term incentive pro-
gramme for members of the its executive bodies and other 
key managers involving the Company’s shares (financial 
instruments based on the company’s shares). 

2. the long-term incentive programme for members of the 
company’s executive bodies and other key managers implies 
that the right to sell shares and other financial instruments used 
under such programme will not arise earlier than three years 
from their provision. the said right should be made conditional 
on the achievement of certain targets by the company.  
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4.3.3 the amount of compensation (a so-called 
"golden parachute") payable by the company in 
the event of early termination of a member of 
an executive body or other key manager at the 
initiative of the company, provided that there 
have been no unfair practices on the part of 
such person, should not exceed two times the 
fixed portion of his/her annual remuneration. 

1. the amount of compensation (golden parachute") paid by the 
company in the event of early termination of a member of an 
executive body or other key manager at the initiative of the com-
pany, provided that there have been no unfair practices on the 
part of such person, did not exceed two times the fixed portion 
of his/her annual remuneration in the reporting period. 

Compliant

5.1 the company should have a sound risk management and internal control system aimed at providing reasonable 
assurance that the company’s goals will be achieved.

5.1.1 the board of directors should determine prin-
ciples of and approaches to the establishment 
of the company’s risk management and internal 
control system. 

1. functions of various governing  bodies and business units at 
the company in the risk management and internal control sys-
tem are clearly defined in the company’s internal documents/
relevant policy approved by the board of directors. 

Compliant

5.1.2 the company’s executive bodies should create 
and maintain an efficient risk management and 
internal control system in the company.

1. the company’s executive 
bodies ensured the distribution of 
functions and powers related 
to risk management and internal 
control among managers (heads) of business units and divi-
sions accountable thereto.  

Compliant

5.1.3 the company’s risk management and internal 
control system should enable one to obtain an 
objective, fair and clear view of the current posi-
tion and prospects of the company, integrity 
and transparency of its accounts and reports, 
and reasonableness and acceptability of risks 
taken by the company.

1. the company has approved an anti-corruption policy. Compliant

2. the company has organised  an affordable method of 
informing the board of directors or its audit committee of any 
violations of legislation, internal procedures and the ethics code 
of the company. 

5.1.4 the board of directors is recommended to take 
sufficient measures to ensure that the existing 
risk management and internal control system 
of the company is consistent with the principles 
of and approaches to its creation as set forth 
by the board of directors and that it operates 
efficiently. 

1. in the reporting year, the 
board of directors or the audit committee evaluated the ef-
ficiency of the company’s risk management and internal control 
system. Information on the key findings of such evaluation is 
included in the company’s annual report. 

Compliant

5.2 for regular independent review of reliability and effectiveness of the risk management and internal control system 
and corporate governance practices, the company should arrange for internal audits. 

5.2.1 it is recommended that internal audits be car-
ried out by a separate structural unit (inter-
nal audit department) to be created by the 
company or through engaging an independent 
outside party . to ensure the independence of 
the internal audit department, it should have 
separate lines of functional and administrative 
reporting. functionally, the internal audit depart-
ment should report to the board of directors. 

1. to perform internal audits, the company has established 
a separate structural unit that performs internal audit func-
tions and reports functionally to the board of directors, or has 
engaged an independent external organisation subject to the 
same reporting principle.  

Compliant

5.2.2 When carrying out an internal audit, it is recom-
mended to review effectiveness of the internal 
control system and the risk management 
system, as well as to review corporate 
governance and apply generally accepted stan-
dards of internal auditing. 

1. in the reporting period, as part 
of an internal audit, the effectiveness of the internal control and 
risk management system was 
reviewed. 

Compliant

2. the company applies the generally accepted approaches to 
internal control and risk management. 
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6.1 the company and its activities should be transparent for its shareholders, investors and other stakeholders.

6.1.1 the Company should develop and implement 
an information policy enabling the Company to 
efficiently exchange information with its share-
holders, investors and other stakeholders . 

1. the company has approved an  information policy developed 
in compliance with the Corporate Governance Code recommen-
dations. 

Compliant

2. the board of directors (or one 
of its committees) considered matters related to the company’s 
compliance with its information 
policy at least once in the 
reporting period. 

6.1.2 the company should disclose information on 
its corporate governance system and 
practices, including detailed information on 
compliance with the principles and 
recommendations of the Code. 

1. the company discloses information on its corporate gover-
nance system and the general corporate governance principles 
applied thereby, including on its corporate website.

Compliant the Company has no 
information on the avail-
ability of its majority 
shareholder’s memoran-
dum concerning its plans 
for corporate governance 
in federal Grid Company. 
As soon as the Company 
has such a document 
available, the latter will 
be disclosed in accor-
dance with the Corporate 
Governance Code recom-
mendations.  

2. the company discloses information on the composition of its 
executive bodies and the board of directors, the 
independence of board members and their membership in com-
mittees of the board of directors (as defined in the 
Code). 

3. if there is a person who controls the company, the company 
discloses a 
memorandum from the controlling person concerning that per-
son’s plans for corporate governance at the company. 

6.2 the company should disclose, on a timely basis, full, updated and reliable information about itself so as to enable 
its shareholders and investors to make informed decisions. 

6.2.1 the company should disclose information in ac-
cordance with the principles of regularity, con-
sistency and timeliness, as well as accessibility, 
reliability, completeness and comparability of 
data disclosed. 

1. the company’s information 
policy determines the approaches to, and criteria for, determin-
ing information that 
could have a significant influence on the company’s value and 
its securities, and the procedures that ensure the timely disclo-
sure of such information. 

Partially compliant the Company’s securities (Global depositary Receipts) are 
traded on the london Stock Exchange. the disclosure of 
material information in the Russian federation and abroad is 
not equivalent.  
the Company provides disclosures in accordance with the 
requirements of the financial Services Authority of the uK. 
The FSA did not set a specific list of price sensitive informa-
tion, and each issuer decides whether certain information is 
price sensitive. 
the Company considers most corporate announcements 
disclosed in accordance with the legislation of the Rus-
sian federation to be not material to holders of depositary 
Receipts.  
thus, the Company considers the amount of information 
disclosed in accordance with the requirements of the uK 
legislation to be sufficient and does not plan to extend it. 

2. if the company’s securities are traded in foreign markets, 
equivalent material information was disclosed in the Russian 
federation and in such markets simultaneously in the reporting 
period. 

3. if foreign investors hold a material share in the company’s 
capital, the company disclosed information in Russian and in a 
commonly used foreign language in the reporting period. 

6.2.2 the company is advised against using a 
formalistic approach to information disclosure; 
it should disclose material information on its 
activities, even if disclosure of such 
information is not required by law. 

1. in the reporting period, the 
company disclosed annual and 
interim IFRS financial 
statements. the company’s 
annual report for the reporting 
period includes the annual ifRS 
financial statements with the 
auditor’s opinion. 

Compliant

2. the company discloses complete information on the com-
pany’s capital structure, according to Recommendation 290 of 
the Code, in the annual report and on the company’s website.

6.2.3 the company’s annual report, being one of the 
most important tool for communication with 
shareholders and other stakeholders, should 
contain information enabling one to evaluate 
the company’s performance for the year. 

1. the company’s annual report contains the company’s operat-
ing and financial highlights. 

Compliant

2. the company’s annual report contains information on envi-
ronmental and social aspects of the company’s business. 
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6.3 the company should provide information and documents requested by its shareholders in accordance with the 
principle of equal and easy access.

6.3.1 the exercise by the shareholders of their right 
to access the company’s 
documents and information should not be 
unreasonably 
burdensome. 

1. the company’s information 
policy specifies an easy 
procedure for providing access 
to shareholders to information, including information on the 
legal entities controlled by the 
company, upon the request of a 
shareholder. 

Partially compliant Currently, the information policy of the Company does not 
provide declarative obligations of the Company regarding 
provision of information on legal entities controlled by the 
Company upon request of shareholders. At the same time, 
information on legal entities controlled by the Company 
(their businesses, contacts, composition of the governing 
and control bodies, annual financial indicators) is disclosed 
on the website of the Company and in the Company's annual 
report.  
information on material transactions of legal entities con-
trolled by the Company are also disclosed in the Company's 
annual report.  
Currently, federal Grid does not have controlled entities that 
are material for its business. 
the Company does not currently plan to amend its informa-
tion policy in this regard.    
if a relevant request is made, information will be submitted 
in accordance with the legislation of the Russian federation 
and internal documents of the Company. 

6.3.2 When providing information to its sharehold-
ers, the company should maintain a reasonable 
balance between the interests of individual 
shareholders and its own interests related 
to the fact that the company is interested in 
keeping confidentiality of sensitive business 
information 
that might have a material impact on its com-
petitiveness. 

1. in the reporting period, the 
company did not deny 
shareholders’ requests for 
information, or such denials were 
justified. 

Compliant

2. In cases specified in the 
company’s information policy, 
shareholders are informed of the 
confidential nature of information 
and undertake to keep it 
confidential. 

7.1 Any actions which have or may have a material effect on the company’s share capital structure and its financial 
position and, accordingly, on the position of its shareholders (‘material corporate actions’) should be taken on 
fair terms and conditions ensuring that the rights and interests of shareholders as well as other stakeholders are 
observed. 

7.1.1 material corporate actions shall be deemed to 
include reorganisation of the company, acquisi-
tion of 30 or more percent of its voting shares 
(takeover), entering by the company into any 
material transactions, increasing or decreas-
ing its share capital, listing and delisting of its 
shares, as well as other actions which might 
result in significant changes in rights of 
its shareholders or violation of their interests. 
it is recommended to include in the company’s 
Articles of  Association a list of (criteria for 
identifying) transactions or other actions fall-
ing within the category of material corporate 
actions and provide therein that decisions on 
any such actions should fall within the matters 
reserved for the company’s board of directors. 

1. the company’s Articles of Association specify a list of 
actions and other efforts that constitute material corporate 
actions, and their determination criteria. decision-making on 
material corporate actions falls within the remit of the board of 
directors. Where the taking of these corporate actions is directly 
referred by law to the remit of the general meeting of sharehold-
ers, the board of directors makes the relevant recommenda-
tions to shareholders. 

Partially compliant the Company’s Articles of Association, approved in 2015, do 
not define a concept of material corporate actions.
 
however, in accordance with the applicable legislation and 
the Company’s Articles of Association, decision making on 
matters that relate to material corporate actions specified in 
Recommendation 303 of the Code is reserved for the Board 
of directors of General meeting of Shareholders. When 
submitting for the shareholders ' meeting of any matters, 
including material corporate actions, the Board of directors 
provides shareholders with appropriate recommendations. 

2. the company’s Articles of Association classify as material 
corporate actions, at least, reorganisation of the company, ac-
quisition of 30 or more percent of its voting shares (takeover), 
entering into material transactions, increase or decrease of its 
share capital, listing and delisting of the company’s shares. 

7.1.2 the board of directors should play a key role in 
making decisions or developing recommenda-
tions relating to significant corporate actions; 
for that purpose, it should rely on opinions of 
the company’s independent directors. 

1. the company has a procedure whereby independent directors 
declare their position on material corporate actions prior their 
approval.  

Partially compliant the Company does not have a formal procedure whereby 
independent directors declare their positions on material 
corporate actions prior to their approval. 
however, the independent members of the Board of direc-
tors have an opportunity to state their position as part of 
the preliminary consideration of issues on the agenda of the 
specialised committees, composed of independent direc-
tors, as well as when considering issues by the Board of 
directors through special opinion or expression in writing. 
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7.1.3 When taking any significant corporate actions 
which would affect rights or legitimate interests 
of the company’s shareholders, equal terms and 
conditions should be ensured for all of share-
holders; if statutory mechanisms designed to 
protect the shareholder rights prove to be insuf-
ficient for that purpose, additional measures 
should be taken with a view to protecting the 
rights and legitimate interests of the company’s 
shareholders. in such instances, the company 
should not only seek to comply with the formal 
requirements of law but should also be guided 
by the principles of corporate governance set 
out in the Code. 

1. the company’s Articles of 
Association, taking into account 
the particular features of its 
business, established lower 
minimum criteria for classifying 
the company’s transactions as 
significant corporate actions than 
stipulated by law. 

Compliant

2. during the reporting period, all 
significant corporate actions were 
approved before their implementation. 

7.2 The company should have in place such a procedure for taking any significant corporate actions that would enable 
its shareholders to receive full information about such actions in time and influence them, and that would also 
guarantee that the shareholder rights are observed and duly protected in the course of taking such actions.  

7.2.1 When disclosing information about significant 
corporate actions, it is recommended to give 
explanations concerning reasons for, conditions 
and consequences of such actions.

1. in the reporting period, the company disclosed information 
on the company’s significant corporate actions in a timely man-
ner and in detail, including the reasons and timeframe for taking 
of such actions. 

Compliant

7.2.2 Rules and procedures in relation to significant 
corporate actions taken by the company should 
be set out in its internal documents. 

1. the company’s internal documents provide for the procedure 
for engaging an independent appraiser when determining the 
value of property to be acquired or disposed of under a major 
transaction or a related-party transaction. 

Partially compliant the Company’s internal documents do not provide for an 
extended list of grounds on which members of the Board of 
directors, as well as other persons referred to in the legisla-
tion, are deemed to be interested in the company’s  transac-
tions.  
Given the special aspects of activities of the holding struc-
ture PJSC Rosseti, which includes federal Grid Company, 
transactions with legal entities controlled by federal Grid are 
related-party transactions. Annually, the Company brings for 
consideration of the Board of directors about 400 of such 
transactions.  
the expansion of grounds on which members of the Board 
of directors and other persons referred to in the legislation 
are deemed to be interested in the Company’s transac-
tions could hinder the activities of the Company due to the 
increase in the number of transactions that require approval.  
in addition, there are no such grounds in the Company’s 
practice.   
the Company does not plan to expand the list of grounds on 
which members of the Board of directors and other persons 
referred to in the legislation are deemed to be interested in 
the Company’s  transactions. 
 

2. the company’s internal documents provide for the procedure 
for engaging an independent appraiser for determining a price 
of the company’s shares, repurchased or redeemed. 

3. the company’s internal documents contain an expanded list 
of grounds on which members of the company’s board of direc-
tors, as well as other persons referred to in the legislation, are 
deemed to be interested in the company’s  transactions. 
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Report of Federal Grid Company 

On Compliance with the main principles of the UK Corporate Governance 
Code

Report date: 30.03.2016

federal Grid Company, being a public company whose securities (Global depositary Receipts) are traded on the 
main market of the london Stock Exchange,   applies the main principles of the uK Corporate Governance Code. 

Corporate Governance Principle Compliance 
Status

Explanations

Section А leadership 

А.1.
the Role of the 
Board 

Every company should be headed by an 
effective board which is collectively re-
sponsible for the long-term success of the 
company.

 Compliant 

A.2.
division of Respon-
sibilities

there should be a clear division of responsi-
bilities at the head of the company between 
the running of the board and the executive 
responsibility for the running of the com-
pany’s business.  no one individual should 
have unfettered powers of decision.

Compliant

А.3.
the Chairman

the chairman is responsible for leadership 
of the board and ensuring its effectiveness 
on all aspects of its role.

Compliant 

А.4.
non-Executive 
directors

As part of their role as members of a unitary 
board, non-executive directors should 
constructively challenge and help develop 
proposals on strategy.

Compliant 

Section B Effectiveness

B.1.
the Composition 
of the Board

the board and its committees should have 
the appropriate balance of skills, experi-
ence, independence and knowledge of the 
company to enable them to discharge their 
respective duties and responsibilities ef-
fectively.

Compliant

Corporate Governance Principle Compliance 
Status

Explanations

B.2.
Appointments to 
the Board

there should be a formal, rigorous and 
transparent procedure for the appointment 
of new directors to the board.

Partially 
compliant 

there is no nominations commit-
tee in the Company. At the same 
time, federal Grid complies with the 
requirements of the Russian legisla-
tion to the procedure for nominating 
board candidates.  
federal Grid Company is included 
in a special list approved by the 
Rf Government decree no. 91-r 
dated 23 January 2003, and board 
candidates are agreed by the Com-
mission for selecting independent 
directors at the Rosimuschestvo 
with participation of the interested 
federal executive bodies and profes-
sional associations, as well as the 
Rf Government and the  Administra-
tion of the Rf President. 

the Commission for select-
ing independent directors at the 
Rosimuschestvo evaluates whether 
board candidates meet the indepen-
dence criteria. 
At the stage of selecting candidates, 
their compliance with the independence 
criteria is confirmed by the Moscow 
Stock Exchange with the subsequent 
submission of results to the Rosi-
muschestvo. 

B.3.
Commitment

All directors should be able to allocate suffi-
cient time to the company to discharge their 
responsibilities effectively.

Compliant 

B.4.
development

All directors should receive induction on join-
ing the board and should regularly update 
and refresh their skills and knowledge.

Compliant

B5.
information and 
Support

the board should be supplied in a timely 
manner with information in a form and of a 
quality appropriate to enable it to discharge 
its duties.

Compliant 

B.6.
Evaluation

the board should undertake a formal 
and rigorous annual evaluation of its own 
performance and that of its committees and 
individual directors.

Compliant

B.7.
Re-election

All directors should be submitted for re-elec-
tion at regular intervals, subject to continued 
satisfactory performance.

Compliant

Section C Accountability

C.1.
financial and Busi-
ness Reporting

the board should present a fair, balanced 
and understandable assessment of the 
company’s position and prospects.

Compliant 

C.2.
Risk manage-
ment and internal 
Control

the board is responsible for determining 
the nature and extent of the significant risks 
it is willing to take in achieving its strategic 
objectives.  the board should maintain 
sound risk management and internal control 
systems.

Compliant 
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Corporate Governance Principle Compliance 
Status

Explanations

C.3.
Audit Committee 
and Auditors

the board should establish formal and trans-
parent arrangements for considering how 
they should apply the corporate reporting 
and risk management and internal control 
principles and for maintaining an appropri-
ate relationship with the company’s auditors.  

Compliant

Section d Remuneration

d.1.
the level and 
Components of 
Remuneration

Executive directors’ remuneration should be 
designed to promote the long-term success 
of the company. Performance-related ele-
ments should be transparent, stretching and 
rigorously applied. 

Compliant 

d.2.
Procedure

there should be a formal and transparent 
procedure for developing policy on executive 
remuneration and for fixing the remuneration 
packages of individual directors. no director 
should be involved in deciding his or her own 
remuneration.

Compliant 

Section E Relations with shareholders 

E.1.
dialogue with 
Shareholders

there should be a dialogue with sharehold-
ers based on the mutual understanding 
of objectives. the board as a whole has 
responsibility for ensuring that a satisfactory 
dialogue with shareholders takes place.

Compliant

E.2.
Constructive use 
of General meet-
ings

the board should use general meetings to 
communicate with investors and to encour-
age their participation.

Compliant  

Appendix 4. information on major 
transactions and on transactions made 
by federal Grid Company in 2015, which 
are recognised under the Rf laws as 
related party transactions, and are subject 
to approval by the Company’s authorised 
governing bodies

Information on major transactions made by PJSC FGC UES in 2015

in 2015, the Company did not enter into any transactions recognised by the federal law on Joint Stock 
Companies as major transactions, as well as other transactions to which major transaction approval procedure 
applies pursuant to the federal Grid’s Articles of Association.


