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Article 1. General Provisions
1.1. This Bylaw on the Audit Commission (hereinafter referred to as the "Bylaw") is drawn up in accordance with the current laws of the Russian Federation, the Charter of the open joint-stock company Obyedinenniye Mashinostroitelniye Zavody (Uralmash-Izhora Group) (hereinafter referred to as the "Company"), and other internal documents of the Company and regulates activities of the Company’s Audit Commission (hereinafter referred to as the “Audit Commission”).

1.2. The Audit Commission is an elected body of the Company providing control over the financial and business activities of the Company.
1.3. In its activities the Audit Commission shall follow the current laws, the Company's Charter, the resolutions of the Company's General Shareholders Meeting, this Bylaw, and other internal documents of the Company.

1.4. Authority and functions of the Audit Commission shall be governed by the Federal Joint-Stock Company Law, the Charter of the Company, and this Bylaw. 

Article 2. Basic Goals, Tasks, and Operating Policies of the Audit Commission
2.1. The basic goals of the Audit Commission are to secure the use of the Company’s assets to the benefit of the Company, to prevent and preclude breaches in realization of the financial and business activities of the Company.

2.2. Primary task of the Audit Commission is to provide control within its powers over the following:

· compliance of the accounting and tax bookkeeping procedure with the requirements of the current laws;

· formation of reliable financial and accounting statements and tax accounts of the Company, and other information on the financial and business activities and property status of the Company; 

· provision of statements, accounting reports and other documents on the financial and business activities by the Company to its shareholders and state authorities;

· efficiency of the Company’s assets use;

· basic financial, tax, and operational risks of the Company;

· functioning of the Company’s internal control system.

2.3. In its activities the Audit Commission shall follow the following basic principles:

· fair and reasonable performance of their duties by the Audit Commission members to the benefit of the Company;
· the use of professional skills and experience of the Audit Commission while auditing.
Article 3. Functions and Authorities of the Audit Commission
3.1. In accordance with the Charter, the Audit Commission shall implement the following functions and authorities to achieve goals and tackle tasks:

· conduct audit for the financial and business activities of the Company following the results of the Company’s activities for the year and at any time on the initiative of the persons set forth in the Federal Joint-Stock Company Law, the Company’s Charter, and this Bylaw;

· make assessment for the reliability of data included into the annual reports of the Company and contained in the annual financial statements of the Company;
· conduct audit for the financial documents of the Company, accounting reports, opinions of the property inventory commission, verification of these documents on the basis of the data of primary accounting;

· conduct audit for the correctness in following the procedure of the Company’s profit distribution for the accounting fiscal year that was approved by the General Shareholders Meeting;

· make analysis for the financial status of the Company, its solvency, liquidity of assets, debt to equity ratio, net assets and charter capital, identify reserves for improving economic status of the Company and develop recommendations for the management bodies of the Company;

· check timeliness of payments made to the suppliers of products and services, payments to the budget and extra-budgetary funds, calculation and payment of  dividends, bond interests, and extinction of other obligations;

· verify competence of the Sole Executive Body of the Company to conclude agreements and settle other transactions on behalf of the Company;

· require presentation by the materially-responsible persons of cash resources, financial and accounting documents, securities, tangible and other property of the Company; 

· require presentation of source documents, books, agreements concluded by the company, manning table, plans, estimates, reports, internal documents and other documents (containing confidential information including), and presentation of the copies of such documents;

· require making an inventory for the Company’s assets and inspection for the volume of production and fulfilled work; 

· request necessary documents and other information related to the operations of the Company;

· bring audit results to the notice of the General Shareholders Meeting, the Board of Directors, the collegial and the sole executive bodies of the Company in proper time and in accordance with the established procedure;

· require in accordance with the established procedure the convocation of the meetings of the Board of Directors and of an extraordinary General Shareholders Meeting, when the audit results require making decisions on the issues relating to the powers of these management bodies;

· require prompt elimination of consequences of violations revealed while coducting audit from the management bodies of the Company;

· submit proposals to the management bodies of the Company on bringing guilty employees of the Company to responsibility, taking measures for the compensation of damages to the Company, and protecting other rights and legitimate interests of the Company;

· implement other functions and authorities provided for by the current laws, the Charter of the Company, and this Bylaw.
Article 4. Responsibilities and Liability of the Audit Commission Members
4.1. The members of the Audit Commission shall:

· take measures necessary to reveal possible violations of the current laws and internal documents of the Company by the officials and other employees of the Company; 

· audit financial and business activities of the Company in accordance with current laws, the Charter of the Company, this Bylaw, and other internal documents of the Company;

· in the course of the audit, require from the management bodies of the Company, heads of subdivisions and services, affiliates and representative offices, officials and other employees of the Company to disclose information (documents and materials including) that is necessary to the Audit Commission for the audit;

· reproduce information on the revealed  facts of abuse and other violations in the audit materials impartially indicating their reasons, guilty persons, and extent of the inflicted damage;

· start proposals on eliminating grounds for revealed violations of current laws and internal documents of the Company made by the officials and other employees of the Company in the course of the realization of financial and business activities;

· keep commercial secret of the Company confidential, not disclose insider or other confidential information that became accessible to the members of the Audit Commission during the performance of their functions;

· perform other duties provided for by the current laws, the Company’s Charter, this Bylaw, and other internal documents of the Company.

`
4.2. The members of the Audit Commission shall bear responsibility for the failure to perform their duties or their improper fulfillment, for the abuse of authority, partiality and bad faith during audit in particular.
Article 5.
Members, Method of Electing and Terminating Authorities of the Audit Commission Members 

5.1. The Audit Commission shall have at least 3 (three) members to be elected by the General Shareholders Meeting for a period till the next annual General Shareholders Meeting.

5.2. Any shareholder or a person proposed by a shareholder may be a member of the Audit Commission. Members of the Audit Commission may not be the members of the Board of Directors of the Company simultaneously, or hold other positions in the management bodies of the Company.

5.3. Proposals on the nomination of candidates to the Audit Commission shall contain the following information about each candidate:

· last name, first name, and patronymic name;

· year, month, day and place of birth;

· for the citizens of the Russian Federation – details of the identification document (series and (or) number of the document, date and place of issue, issuance authority); for the foreign and stateless citizens – details of the identification document;

· education with the indication of the educational institution, year of graduation, and speciality;

· names of organizations for which for candidate was or is working including positions for the past 5 (five) years;

· mailing address and contact telephone/fax number.

5.4. Shares held by the members of the Board of Directors, the Sole Executive Body of the Company, or the members of the collegial executive body may not participate in voting during the election of the Audit Commission members.

5.5. If the General Shareholders Meeting does not elect enough number of members to the Audit Commission to constitute the quorum at the meetings of the Audit Commission, the powers of the Audit Commission members elected at the previous General Shareholders Meeting shall be prolonged automatically until the election of new members of the Audit Commission in corpore.

5.6. If the number of the Audit Commission members becomes less than a half of the number set forth in this Bylaw, the Board of Directors shall convene an extraordinary General Shareholders Meeting for the election of new members to the Audit Commission. The remaining members of the Audit Commission shall exercise their functions until the new members of Audit Commission are elected.

5.7. Powers of any member of the Audit Commission or the Audit Commission as a whole may be terminated ahead of time by the resolution of the General Shareholders Meeting.

5.8. Powers of any member of the Audit Commission shall be terminated immediately if he/she is elected to the Board of Directors of the Company, the Company’s Executive Board, the liquidation committee of the Company, or commissioned to be the Sole Executive Body of the Company.

Powers of the Audit Commission member shall be terminated also in the case of his/her death, or his/her declaration as missing or dead.

5.9. A member of the Audit Commission shall have right at any time on his/her own initiative to abdicate having submitted a written request to the Chairman of the Audit Commission. 

5.10. In the case of the early termination of powers of the Audit Commission member (including his/her discontinuation of membership in the Audit Commission on his/her own initiative), the powers of the rest members of the Audit Commission shall not terminate.
Article 6.
Chairman of the Audit Commission,

Secretary of the Audit Commission
6.1. The Chairman and the Secretary of the Audit Commission shall be elected by the Audit Commission at the first meeting from among the members of the Audit Commission by a simple majority vote of the members of the Audit Commission participating in the meeting. 
The Audit Commission may at any time terminate powers of the Chairman and/or the Secretary of the Audit Commission by a simple majority vote of the members of the Audit Commission participating in the meeting.

6.2. The Chairman of the Audit Commission shall:

· manage activities of the Audit Commission;

· organize work of the Audit Commission, including preparation of plan of the Audit Commission work, convene and hold meetings of the Audit Commission, approve agenda of the Audit Commission meetings;

· represent Audit Commission at the General Shareholders Meeting, at the meetings of the Board of Directors and of the Executive Board before the Sole Executive Body of the Company, officials and other employees of the Company, and other persons;

· sign meeting minutes, opinion letters, and other documents of the Audit Commission;

· deal with other matters provided for by this Bylaw.

6.3. For the time of his/her absence the Chairman of the Audit Commission shall appoint a person from among the members of the Audit Commission, who shall temporarily perform his/her duties related to the organization of the Audit Commission activities. If a person temporarily performing duties of the Chairman of the Audit Commission is not appointed, he/she shall be elected by the Audit Commission by a majority vote of all members of the Audit Commission participating in the meeting.
6.4. The Secretary or a member of the Audit Commission performing his/her duties shall be responsible for providing organizational support for the activities of the Audit Commission and preparation of its meetings, notify members of the Audit Commission and invited persons about the meetings, provide materials to be discussed at the Audit Commission meeting to the members of the Audit Commission, conduct clerical work,  draw up meeting minutes and abstracts from them, and perform other functions set forth in this Bylaw and resolutions of the Audit Commission.
Article 7. Procedures of the Audit Commission Meetings and Decision-Making

7.1. The Audit Commission shall pass on the matters related to its authority by the Federal Joint-Stock Company Law and the Charter of the Company at its meetings convened by the Chairman of the Audit Commission in accordance with the work plan approved by the Audit Commission.

Meetings of the Audit Commission shall be held before audit and based on its results.

The Chairman of the Audit Commission may convene extraordinary meetings on his/her own initiative.

The Chairman of the Audit Commission shall be obliged to convene extraordinary meeting of the Audit Commission on the request of any member of the Audit Commission, the Board of Directors, the Executive Board, or the Sole Executive Body of the Company.

7.2. Meetings of the Audit Commission shall be held in the form of joint attendance of the Commission members for the discussion of the agenda issued and making decisions on the issues put to vote.
The meeting procedure shall be defined by the Audit Commission in accordance with the requirements provided for by the Charter of the Company and this Bylaw.
7.3. All members of the Audit Commission shall participate in its meetings; invited persons may participate in them by the decision of the Audit Commission.

7.4. Quorum of the Audit Commission meeting is set forth in the Company’s Charter and this Bylaw; the meeting shall quorate if at least a half of the elected Audit Commission members participate in it. 

If the number of the Audit Commission members becomes less than the number necessary for quorum, the Audit Commission shall be obliged to require convening of the meeting of the Board of Directors on the matter of holding Extraordinary Shareholders Meeting for the election of new members to the Audit Commission instead of the drop-out.

7.5. Each member of the Audit Commission shall have one vote. The Audit Commission member may not delegate their voting right to other persons, another member of the Audit Commission including.

7.6. All decisions at the Audit Commission meetings shall be made by a simple majority vote of its members participating in the meeting, save as otherwise provided by the Charter of the Company. In case of a tie, the vote of the Chairman of the Audit Commission shall be decisive.

7.7. If the members of the Audit Commission disagree with the decision made by the Commission, they will have right to insist on indicating individual opinion in the minutes and bringing it to the notice of the management bodies of the Company.  

Individual opinion of the Audit Commission member made in writing shall be enclosed to the minutes of the Audit Commission meeting.

Article 8. Minutes of the Audit Commission Meetings
8.1. Minutes shall be kept at the meetings of the Audit Commission; the minutes shall be signed by the Chairman of the Audit Commission, and if the Chairman of the Audit Commission is absent from the meeting, the minutes shall be signed by a person presiding over the meeting. Minutes of the meeting shall be drawn up (signed) no later than 3 (three) days after the meeting date.

8.2. Minutes of the Audit Commission meetings shall be distributed by the Audit Commission Secretary among the members of the Audit Commission within 5 (five) days after their signing.

8.3. Materials (opinions, audit certificates, and other documents) used as grounds for making decision should be enclosed to the meeting minutes.
The minutes of the Audit Commission meeting shall contain the following information:

· date, time and place of the Audit Commission meeting;

· persons attending the meeting;

· persons who expressed individual opinion on the decision made;
· the meeting agenda;

· voted issues and respective voting results;

· decisions made.
Article 9. Documents of the Audit Commission

9.1. Documents of the Audit Commission include:

· minutes of the Audit Commission;

· audit certificates;

· opinions of the Audit Commission;

· other documents approved by the Audit Commission.

9.2. The following information, including but not limited to, shall be indicated in the audit certificates:

· date, time and place of the audit;

· members of the Audit Commission participating in the audit;
· subject of the audit;

· description for the revealed violations of laws, the Charter and the internal documents of the Company;

· persons committing violations of laws, the Charter and the internal documents of the Company;

· references to the norms of the law, provisions of the Charter and internal documents of the Company, violation of which was revealed in the course of audit.

9.3. The following information, including but not limited to, shall be indicated in the opinions of the Audit Commission:

· conclusions on the observance by the executive bodies, officials and employees of the Company of the current laws, the Charter and other internal documents of the Company or on their violation by them;

· assessment (confirmation or failure to confirm) the reliability of data contained in the reports and other financial documents of the Company; 
· description for the violations of the current legislation, the Charter and other internal documents of the Company by the executive bodies of the Company, officials, and other employees of the Company, including information on the facts of violation of the procedure of accounts keeping and the financial statement submitting;

· other information on the audit results;
· requests to provide information (documents and materials) made in the course of audit;

· information about the refusal to provide information (documents and materials);

· information about the requests of the Audit Commission to convene meetings of the Board of Directors and extraordinary General Shareholders Meetings;

· information about the oral or written explanations received from the executive bodies, officials, and employees of the Company;

· information about the enlisting the services of experts and consultants in the field of financial and business activities to the Audit Commission work, about the conclusion and execution of agreements with the experts and consultants who do not hold appointments at the Company.

9.4. Documents of the Audit Commission shall be signed by the Chairman of the Audit Commission and/or other authorized members of the Audit Commission, and the Company’s seal should not be obligatory attached to them.

The opinion of the Audit Commission shall be signed by the Audit Commission members. A member of the Audit Commission, who is disagree with the opinion of the Audit Commission, shall have a right to prepare individual opinion that should be enclosed to the Audit Commission’s opinion and considered as its integral part.
If a member of the Audit Commission does not sign its opinion and does not prepare individual opinion, the reasons for that should be indicated in the Audit Commission’s opinion.
9.5. The Audit Commission shall provide keeping of the Audit Commission’s documents at the place of the Company location. 

9.6. The Company shall provide access to the documents of the Audit Commission for the shareholders in the cases and in accordance with the procedure provided for in the current laws and internal documents of the Company.

9.7. A copy of the Audit Commission’s opinion approved according to the results of financial and business activities shall be provided to a shareholder on his/her request during 7 (seven) days following the day of request.

9.8. Copies of the opinions and certificates of the Audit Commission shall be made available by the Audit Commission for their consideration at the meetings of the Audit Committee under the Board of Directors.
Article 10. The Audit Procedure

10.1. The Audit Commission shall audit financial and business activities of the Company every year, as well as perform scheduled audits and audits on the request of persons indicated in p. 10.3 of the Article 10 of this Bylaw.

10.2. The Audit Commission shall present to the Board of Directors the opinion letter according to the results of audit for the financial and business activities of the Company for the year, as well as opinion letter confirming or denying the reliability of data included into annual report of the Company and contained in the annual accounting reports of the Company no later than 40 (forty) workdays before the date of the annual General Shareholders Meeting.

10.3. Financial and business activities of the Company may be also audited at any time:

· on the initiative of the Audit Commission;

· by the decision of the General Shareholders Meeting;

· by the decision of the Board of Directors;

· at the request of the shareholder (shareholders) of the Company holding at least 10 (ten) percent of the Company’s voting shares in aggregate.

10.4. The Audit Commission shall make decision on auditing the financial and business activities of the Company or give reasoned refusal to conduct audit during 5 (five) workdays after the day of receiving appropriate resolution of the General Shareholders Meeting or the Board of Directors of the Company.

The Audit Commission may refuse to conduct audit in the case of the non-conformity between the resolution on audit and current laws of the Russian Federation, the Company’s Charter, and this Bylaw.

10.5. If Audit Commission makes a decision to conduct audit, the Chairman of the Audit Commission shall organize audit and start it.

10.6. In the case of audit the members of the Audit Commission shall study all necessary documents and materials relating to the audit subject.

10.7. The auditable officials (employees) of the Company during audit shall have the right to:

· be present  at the inventory of tangible property entrusted to them, at the test measurements, inspections and other actions of the Audit Commission;
· study interim and final audit reports relating to their official activities and make oral and written explanations concerning them, as well as present objections;
· study registers, reports, and other documents used as a basis for making conclusions on the violations,  abuses and shortcomings in work;
· check calculations made by the Audit Commission for the amounts to be paid as the reimbursement for the damage of property and present written objections, documents and other proofs to substantiate these objections.
10.8. Upon finishing audit for the financial and business activities of the Company the Audit Commission shall draw up the audit certificate.

10.9. The Audit Commission shall draw up an opinion in accordance with the results of audit for the financial and business activities of the Company and approve it.

10.10. Initiators of audit for the financial and business activities of the Company may at any time before the Audit Commission makes a decision on the audit to withdraw their request, having notified the Chairman of the Audit Commission of that. In this case the point of the audit advisability shall be settled at the meeting of the Audit Commission.

Article 11. Procedure to be Followed by Shareholders to Request Audit

11.1. The financial and business activities of the Company shall be audited at any time at the request of any shareholder (shareholders) of the Company collectively holding at least 10 (ten) percent of the Company’s voting shares.

11.2. The shareholders initiating audit shall send written request to the Audit Commission that shall contain the following information:

· the shareholder’s (shareholders’) last name, first name, and patronymic name (or a name for a legal entity) ;

· information about the shares belonging to him/her/them (number, category, type);

· the subject of the audit.

The request shall be signed by the shareholder or his/her representative. If the request is signed by the representative, the power of attorney shall be enclosed to it.
11.3. The audit request of the Company’s shareholder holding 10 (ten) percent of the voting shares of the Company shall be made in writing and sent to the address of the Company by registered post with a confirmation receipt; it shall be addressed to the Chairman of the Audit Commission and handed over to him/her personally. The date of the request delivery to the Company shall be considered as the request date.
11.4. The Audit Commission shall make a decision concerning audit for the financial and business activities of the Company or present reasoned refusal to conduct such audit during 5 (five) workdays after the request receipt.

11.5. The Audit Commission may reject the audit request in the case of such request incompatibility with the current laws, the Company’s Charter, or this Bylaw.
Article 12.
Procedure to be Followed by the Audit Commission to Request Convening of the General Shareholders Meeting of the Company

12.1. The request to convene an extraordinary General Shareholders Meeting shall be adopted by the majority vote of the Audit Commission members participating in the meeting of the Audit Commission and shall be signed by the Chairman of the Audit Commission.

12.2. The Audit Commission’s request to convene an extraordinary General Shareholders Meeting shall be made in writing and sent by registered mail with a confirmation receipt to the address of the Company and handed over to the Secretary of the Board of Directors of the Company personally.
12.3. The date of the request receipt by the Company or the date of its personal handing over to the Secretary of the Board of Directors of the Company shall be the request date.

12.4. The request of the Audit Commission to convene an extraordinary General Shareholders Meeting shall conform to the norms of the current laws, the Charter of the Company, this Bylaw, and the Bylaw on the General Shareholders Meeting and contain, including but not limited to, the following information:

· wordings of the agenda issues and draft resolutions for such issues;

· justification for putting issues on agenda;

· proposals on the meeting form.

Article 13.
Remuneration and Reimbursement for the 

Audit Commission Members

13.1. Based on the resolution of the General Shareholders Meeting the members of the Audit Commission during the period of performance of their duties may receive remuneration and/or reimbursement for expenses related to the performance of the duties of the members of the Audit Commission. The amount of such remuneration and reimbursement shall be established by a resolution of the General Shareholders Meeting based upon the recommendation of the Company's Board of Directors.

Article 14.
Organizational and Technical Support for

the Audit Commission Activities
Executive bodies of the Company shall provide the Audit Commission with premises, office appliances, communication means, and other equipment required for the execution of its functions by the Audit Commission, and shall provide other organizational and technical support for the activities of the Audit Commission in accordance with the budget approved by the Board of Directors.

Article 15. Final Provisions
15.1. The Bylaw on the Audit Commission and all amendments thereto shall be approved by the General Shareholders Meeting of the Company by a majority vote of the shareholders participating in the meeting.

15.2. Proposals regarding amendments to the Bylaw shall be made in accordance with the procedure set forth in the Company's Charter for submitting proposals for the agenda of the annual or extraordinary General Shareholders Meeting.

15.3. If some provisions of this Bylaw conflict with the current laws of the Russian Federation and/or the Company’s Charter, they shall cease to be in force, and appropriate norms of the current laws of the Russian Federation and/or the Company’s Charter shall apply. Invalidity of some provisions of this Bylaw shall not result in the invalidity of other provisions and the Bylaw as a whole.
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