The corporate governance system in place at the Russian
Railways Group allows for:

o implementing the policy of Russian Railways, including the dividend
policy, with respect to subsidiaries;

o establishing the management and supervisory bodies of subsidiaries;

e monitoring the business planning process and financial and economic
activities of SGA;

e interacting with shareholders and investors while observing the rights
of minority shareholders, including when arranging transactions
associated with the purchase and sale of stakes in S&GA;

o balancing the goals of the Russian Railways Group and the stratesgic
activities of the Group’s companies.
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@ Message from Russian @ Highlights of 2015

Railways management

The following best practices are employed
as part of the corporate governance system
established at the Russian Railways Group:

m theinvolvement of independent
directors in the work of the Russian
Railways Board of Directors and the
boards of directors of subsidiaries. The
Russian Railways Board of Directors
includes four independent directors;

m  based on the annual general meetings
of shareholders held in 2015,

@ Marketoverview @ Strategy

@ Risk management

the work of the boards of directors of ]
the 20 largest subsidiaries;

the committees under the boards of

directors consider agenda items on a

tentative basis. Three committees operate  m
under the Russian Railways Board of

Directors: the Audit and Risk Committee,

the Personnel and Remuneration

Committee and the Strategic Planning
Committee. Committees under the

boards of directors functioned at 33 major
companies that are part of the Russian

independent directors were involved in Railways Group;

Management structure of Russian Railways

General Meeting of Shareholders

The Company’s sole shareholder is the Russian Federation. The Russian Government
exercises shareholder powers on behalf of the Russian Federation.

Board of Directors

The Board of Directors acts on the basis of the legislation of the Russian Federation
and the Charter of Russian Railways. The main objective of the Board of Directors is
to pursue a policy that supports the Company’s dynamic development, improves the
sustainability of its operations and also increases profitability.

President

The President is the Company’s sole executive body
and is appointed by the Russian Government.

Management Board

The Russian Railways Management Board is the Company’s collective management
board. The Management Board is comprised of the Board Chairman - the President
of Russian Railways, first vice presidents, senior vice presidents and vice presidents,
directors of the subdivisions of the administrative staff of the Company and other
employees.

Administrative staff

Departments, offices and other subdivisions of the administrative staff handle
the day-to-day management of all the Company’s activities.

@ Traffic safety @ Analysis of operating

results by business unit

Russian Railways and its subsidiaries
began introducing the key provisions
of the Code of Corporate Governance
in 2015;

A treasury control system has been
established for the Group'’s largest
subsidiaries.

Audit Commission

Committees of the Board of Directors

Cor‘porate secretary

Advisory bodies under the supervision
of the Russian Railways Management
Board Chairman and President

Advisory bodies under the supervision of
members of the Management Board who
are vice presidents of Russian Railways

Advisory bodies under the supervision

of members of the Management Board
who are department directors of Russian
RENENS

Advisory bodies under the supervision
of department directors and other
subdivision directors




