Appendix 2





Minimum Standards with respect to Custody of Equity Securities in Russia





A.	General


Only equities the registrar for which is licensed for that purpose by the Russian regulators and which is independent of the issuer should be purchased.





In the case of a purchase of securities, cash should only be exchanged once it is confirmed that re-registration has been made in the name of the custodian.





The custodian or the custodian’s agent should obtain a share extract after each transaction and should monitor the share register at regular intervals to satisfy itself that it accurately reflects the scheme’s holding.





The custodian or the custodian’s agent should undertake to inform the scheme as soon as possible of any material concerns which may arise in relation to the performance by the registrar of its obligations.





The scheme should provide that it will only invest in those equity securities which conform to these requirements and in the event that the custodian informs it of any material concerns with regard to the settlement of such securities, as referred to above, that it will cease to trade such securities until such time that these concerns are adequately addressed.   The scheme must give consideration to the liquidation of positions in such securities taking due account of the interests of shareholders.





The prospectus of the scheme should clearly disclose the potential risks associated with investment in Russian securities and in particular with the share registration system.





B.	Contract between the Registrar and Custodian or custodian’s agent


A contract must exist between the custodian or its agent and the registrar.   The contract should to the greatest extent possible cover the following issues:





Confirm the registrar’s licensed and independent status.


Set out the documentation required to effect settlement.


Set out the normal time-scale for settlement of transactions.


Set out responsibilities in respect of corporate actions, etc.


Set out procedures for compensation claims.


Provide for obtaining share extracts and regular inspection of the share register.


Provide that all documentation is date and time stamped.


Provide for access to the share register for independent auditors.


Provide that the only person with the authority to act with respect to assets held directly in the name of the scheme will be Custodian, the custodian’s agent or its appointed representatives (see Bank’s Memorandum in relation to Trust Deeds/Custodian Agreements, June, 1997). 


Provide, where 9 above does not apply, that the assets will be held in the name of the Custodian or its agent/nominee.
































