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RISK MANAGEMENT POLICY 
of UMP JSC 

1. Mission
The risk management policy of UMP JSC (hereinafter referred to as “Policy”) establishes the goals and the main principles of risk management, and defines the structure of risk management system and the functions of risk management process members at UMP JSC (hereinafter referred to as “Company”). 
2. Scope
2.1 The Policy covers all the types of the Company’s activity and is obligatory to be used by all the Company’s structural subdivisions, participating in the risk management system. 

2.2. The Company’s subsidiaries are recommended to develop their own risk management policy based on this Policy and taking into consideration specific features of their activity.   
3. General 
3.1 Risk management is a process contributing to the achievement of the planned technical and economic performance values by means of risks identification, assessment and processing, and implementation of measures aimed at preventing or mitigating the risks, or minimizing damage of risk occurrence. 

3.2 The Company coordinates the activity on establishment and updating risk management system in the Company and subsidiary organizations of the Company. 
3.3 Description of risk management process methods and procedures, including procedure of submission and form of the reports related to risk management, as well as risk management actions and other components of this process are regulated by internal documents on risk management, approved in accordance with established procedure.

4. Company’s Risk Management Goals 
4.1 The Company defines the following main goals of risk management:
1) Protect interests of the Sole Shareholder of the Company
2) Assure strategic, operational, and economic stability of the Company
3) Minimize the Company’s losses from adverse risk events.   
5. Company’s Risk Management Basic Principles 
5.1. The Company supports the following basic principles of risk management:
1) Integrity – consideration of the Company and its subsidiaries overall risk in terms of  the corporate system of risk management;
2) Openness  – restriction of corporate risk management system consideration as independent or isolated;
3) Structuring– complex risk management system has a well-defined structure;
4) Awareness – risk management is attended by objective, reliable and relevant information;
5) Continuity – risk management process is performed on a permanent basis;
6) Periodicity – risk management process is a continuously repeated cycle;
7) Continuous improvement – improvement of risk management activity, including procedures and techniques with consideration of strategic tasks, ambient environment changes, and innovations in the world risk management practice. 
6. Risk Management System Structure in the Company  
6.1 The structure of risk management system in the Company provides the information flow both vertical and horizontal. 
The information coming vertically bottom-upwards provides the Sole Shareholder, the Board of Directors, the Company’s Board with information regarding current activity, risks identified in the course of business, risk assessment, control, response methods and level of their control.
The decisions forwarded from top downward provide the members of the Company’s risk management system with information regarding goals, strategies and tasks set through decision making by the Sole Shareholder, the Board, the Board of Directors, and approval of risk management documents of the Company.  
Horizontal transfer of information involves interaction of structural subdivisions of the Company, and senior officials responsible for risk management.
6.2 The structure of the Company’s risk management system is presented on several levels with engagement of the following bodies and subdivisions of the Company: 
1) Sole Shareholder;

2) Company’s Board of Directors;

3) Company’s Board;

4) Risk management working group;

5) Structural subdivision of the Company responsible for risk management;

6) Heads of structural subdivisions of the Company (risk owners). 

Figure 1. Risk management system organizational structure 

7. Functions of Participants of Risk Management Process of the Company
7.1 The Sole Shareholder makes strategic decision based on information submitted by the Board of Directors, Board and senior executives of the Company for the purposes of Company’s risk management. 

7.2 The Board of Directors performs the following functions in the sphere of risk management:
1) Company’s goal setting (short-term and long-term);

2) Determining of forms and dates of risk management reporting;

3) Reviewing of the reports on risk management process efficiency developed by Company’s Internal Audit Services;

4) Reviewing of opinion of External Auditors and Company’s Internal Audit Services;

5) Examination of risk management information and taking relevant actions within limits of their competence;

6) Approval of Company’s Risk Management Policy;

7) Approval of Company’s risk appetite; 

8) Approval of tolerance levels to key risks;

9) Risk Register and Risk Chart approval;

10) Quarterly review of Board reports with Company’s key risks description and analysis;

11) Approval of efficiency parameters to evaluate risk management system and reviewing Company’s risk management system effectiveness. 
7.3 The Company’s Board performs the following functions:
1) Enforcement of the provisions of this Policy to be kept by structural subdivisions of the Company;

2) Submission of risk management reports to the Board of Directors on a quarterly basis;

3) Reviewing of risk management information and taking relevant actions within the limits of its competence;

4) Approval of risk management documents of the Company not covered by competence of the Company’s Board of Directors; 

5) Reviewing of reports on risk management system efficiency;

6) Key risk properties approval;

7) Review of risk management system effectiveness.
7.4. Working group on risk management carries out following functions:

1)
Consideration and the preliminary coordination of internal and other Company’s document drafts on risk management;

2)
Definition of risk management method offered by structural divisions based on the results of risk identification and estimation;

3)
Consideration and preparation of offers based on the results of risk status control and monitoring, Company’s observance of maximum possible admissible risk limits and Company’s division performance of internal documents on risk management;

4)
Definition of requirements shown to information and economic safety systems and to risk management software;
5)
Consideration and preparation of offers on action plan update for possible adverse influence (including that on environment, change of market conditions, force majeure, etc.);

6)
Risk-appetite pre-design review;

7)
Annual consideration and coordination of Risk Register;

8)
Annual consideration and the coordination of Risk Chart;

9)
Annual coordination of key risk indicators.

7.5 Structural division of the Company responsible for risk management carries out following functions:

1)
Preparation of Company’s Risk Register and Risk Chart;
2)
Generating and submitting summary reports on risk management to the Company’s management according to internal Company’s risk management documentation;

3)
Consideration of reports on risk management by Company’s structural divisions;

4)
Coordination of Company’s risk management system operation;

5)
Development and update of internal documents on Company’s risk management;

6)
Planning of necessary actions on risk management;

7)
Creation and maintaining of database by the completed risks used for risk analysis and estimation according to Company’s internal documentation;

8)
Design of recommendations to Company’s subsidiaries based on the results of risk management system analysis;

9)
Rendering methodical and consulting assistance to Company structural divisions and the subsidiaries;

10)
Interaction with Company’s structural divisions and the subsidiaries in the field of risk management;

11)
Arrangement and carrying out of meetings, work meetings with the heads of Company’s structural divisions concerning identification and estimation of the identified and potential risks of the Company;

12)
Formation of offers for work group on risk management concerning the size of risk-appetite and key risk tolerance levels;

13)
Development of key risk indicators and formation of the key risk indicator Panel;

14)
Monitoring current status of key risk indicators.

7.6 Heads of Company’s structural divisions (risk owners) carry out following functions on risk management:

1)
Performance of regular and continuous work in the field of risk management in a direction of division activity;

2)
Timely formation of the reporting on risk management and submittal to Company’s structural division responsible for risk management for consolidation;

3)
Timely response to the realized risks and conveying information to the Company’s management;

4)
Formation of offers on risk management methods;

5)
Arrangement of works on risk management action performance and monitoring the above action performance;

6)
Control of external and/or internal factors which can potentially lead to the change of the previous results of risk estimation, transfer of the corresponding information to the structural division responsible for risk management.
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