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4.9. INTERNAL AND EXTERNAL AUDIT

4.9.1. Internal audit

Internal audit helps enhance the Company's management
ef�ciency and improve its �nancial and economic activities
through a systematic and consistent approach to the analysis and
evaluation of the risk management system and internal control
as well as corporate governance as tools providing reasonable
assurance that the Company's objectives will be achieved.

The PAO Sovcom�ot Internal Audit Department (before February
2009: Internal Control Department) created in April 2006 is a
standalone structural division of PAO Sovcom�ot and operates in
accordance with the regulations on the department. The latest
revision of the regulations was approved by the PAO Sovcom�ot
Board of Directors decision on 26 May 2017 (Minutes No. 163).

The Internal Audit Department reports functionally to the PAO
Sovcom�ot Board of Directors and administratively reports to the
PAO Sovcom�ot Chief Executive Of�cer (Clause 2.1 of the
Regulations on the Internal Audit Department). The Internal
Audit Department is led by its head, who is appointed and
dismissed by order of the PAO Sovcom�ot Chief Executive Of�cer
based on a decision of the Board of Directors (Clause 1.4 of the
Regulations on the Internal Audit Department). The Internal
Audit Department has four employees.

The Internal Audit Department operates on the principles of
legality, independence and objectivity, is governed by the
legislation of the Russian Federation, International Standards for
the Professional Practice of Internal Auditing, and internal
regulations of Sovcom�ot Group, and interacts in its work with
the Audit Committee under the Board of Directors, the Auditing
Commission and external auditors of PAO Sovcom�ot as well as
its subsidiaries and af�liates (Clause 5.5. of the Regulations on
the Internal Audit Department).

The main tasks and functions of the Internal Audit Department
include:

Assessing the ef�ciency and monitoring the adequacy of the
internal control, risk management and corporate governance
systems;
Checking the �nancial, management and other reports for
completeness and accuracy;
Checking the effectiveness of control measures and other risk
management activities;
Controlling compliance by PAO Sovcom�ot with internal
documents, procedures and regulations, and their conformity
to the current legislation of the Russian Federation;
Putting forward proposals on ways to improve the ef�ciency of
the existing internal control and risk management system,
including the correction of identi�ed violations and
de�ciencies (Sub-clauses 3.2 and 3.3 of the Regulations on the
Internal Audit Department).

To increase the quality of the internal audit function, it is
subjected to an external assessment on a regular basis, based on
a Group management's decision. An external assessment of the
quality of the internal audit function in PAO Sovcom�ot was
conducted in December 2018 (the results of the external
assessment were reviewed by the Board of Directors on 26
February 2019).

4.9.2. External audit

The accounting (�nancial) statements of PAO Sovcom�ot for
2018 prepared in accordance with Russian accounting laws and
the consolidated �nancial statements prepared in accordance
with IFRS were audited by Ernst & Young LLC.

In accordance with legislative requirements, PAO Sovcom�ot
holds an annual open tender for selecting an auditor to conduct
an independent audit of the �nancial statements of PAO
Sovcom�ot prepared in accordance with Russian accounting laws
and the consolidated �nancial statements of PAO Sovcom�ot
prepared under Federal Law No. 208-FZ “On Consolidated
Financial Statements” of 27 July 2010. For this purpose a tender
commission is created and open tender procedures are carried
out.

The tender is open, and the notice of tender and related tender
documentation are published according to the procedure
prescribed by law. Interested participants meeting Russian
statutory requirements for auditors are invited to participate. The
winner will be the audit �rm that receives the most points based
on an assessment of the bids. If there is a tie, the audit �rm that
was the �rst to submit a bid will be deemed to be the winner.

Information about the auditor

Full business name: Ernst & Young Limited
Liability Company.  
 
Record made in the State Register of Legal
Entities on 5 December 2002, State Registration
Number 1027739707203.  
 
Address: 77 Sadovnicheskaya Embankment,
bldg. 1, Moscow 115035, Russian Federation.  
 
Ernst & Young LLC is a member of Self-regulated
organisation of auditors "Russian Union of
Auditors" (Association) located at 8 Petrovsky
Per., bldg. 2, Moscow 107031, Russian
Federation. 
 
Ernst & Young LLC is included in the control
copy of the register of auditors and audit
organizations, main registration number
11603050648.


