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1. General Provisions
1.1. This Regulation on the Audit Committee of the Board of Directors of OJSC Kuzbasskaya Toplivnaya Company (the Regulation) has been developed in compliance with applicable laws of the Russian Federation, Articles of Association and the Regulation on the Board of Directors of Open Joint Stock Company Kuzbasskaya Toplivnaya Company (the Company), taking into account the provisions of the Code of Corporate Management recommended for use by the Central Bank of the Russian Federation and by the listing rules of the stock exchange, where securities of the Company are listed. 
1.2. Audit Committee of the Board of Director (the Audit Committee, the Committee) is established for the purposes of rendering assistance in effective performance of the duties of the Board of Directors of the Company (the Board of Directors) in part of control over financial and economic activity of the Company.
1.3. The Regulation specifies the status and the competence of the Audit Committee, as well as the rights and obligations of the Committee (members of the Committee), the structure of the Committee, the procedure of formation thereof, its operation and coordination with other management bodies of the Company.
1.4. In its performance the Committee shall be governed by applicable laws of the Russian Federation, Articles of Association, the Regulation on the Board of Directors of OJSC Kuzbasskaya Toplivnaya Company, resolutions of the Board of Directors, this Regulation and other local regulations of the Company to be approved by the General meeting of shareholders and the Board of Directors of the Company as well as by other resolutions by the Audit Committee.
2. duties of the Committee

Major duties of the Audit Committee shall be as follows:

2.1. With regard to accounting (financial) statements of the Company:
a) control over securing completeness, accuracy and reliability of the accounting (financial) statements of the Company;
b) analysis of significant aspects of accounting policy of the Company;

c) participation in considering matters of importance and opinions in relation to accounting (financial) statements of the Company;

2.2. With regard to risk management, internal control and corporate management:

a) control over reliability and effectiveness of the risk management system and internal control system;
b) analysis and evaluation of execution of the policy related to risk management and internal control;
c) control over the procedures securing that the Company complies with the legal requirements as well as with ethical norms, rules and procedures of the Company, requirements of the stock exchange where the securities of the Company are listed;
d) analysis and evaluation of execution of the principles of conflict of interest management embodied in local regulations of the Company;
2.3. With regard to execution of internal and external audit:
a) provision of independence and fairness of performance of duties of internal and external audit;
b) consideration of the internal audit policy (regulation on internal audit);

c) consideration of the performance plan of internal audit subdivision;
d) consideration of matters relating to appointment (removal from office) of the manager of the internal audit subdivision and the amount of his remuneration;

e) consideration of existing limitations of authority or budget for realization of internal audit duties which could negatively affect the effective performance of the internal audit duties;

f) evaluation of effectiveness of performance of the internal audit duties;
g) evaluation of independence, fairness and no conflict of interest of external auditors of the Company, including evaluation of the nominees to the auditors of the Company, generation of proposals on appointment, reelection and removal from office of external auditors of the Company as well as on payment of their services and conditions of their recruitment;
h) supervision of performance of external audit and evaluation of quality of audit and auditor’s opinions;

i) provision of effective coordination between the internal audit subdivisions and external auditors of the Company;
j) development of and control over execution of the policy of the Company regulating the principles of rendering and combination of audit and non-audit services to the Company;

2.4. With regard to combating fraudulent actions by the employees of the Company and third parties:

a) control over effectiveness of performance of the warning system regarding potential cases of fraudulent actions by the employees of the Company and third parties as well as other violations occurred in the Company;
b) supervision of carrying out special investigations of potential cases of fraud, unfair use of insider or confidential information;

c)  control over implementation of measures taken by the executive management of the Company with respect to reporting potential cases of fraudulent actions of the employees and other violations.
3. Rights and obligations of the committee

3.1. To perform the duties set forth in Clause 2 above the Committee may:
3.1.1. Request and receive the documents, reports, explanations and other information from the executive body of the Company, managers of structural divisions and other officers of the Company;
3.1.2. Invite any officers of the Company, manager of internal audit subdivision and representatives of external auditors of the Company to its meetings and on a permanent or temporary basis involve independent advisors (experts) in operation of the Audit Committee for preparing materials and recommendations regarding items on the agenda;

3.1.3. Hear the reports relating to execution of recommendations of the Audit Committee and present the evaluation of the performance of the executive body with regard to carrying out of the recommendations of the Committee to the attention of the Board of Directors;
3.1.4. Communicate the recommendations regarding the matters, which in opinion of the Audit Committee require actions by the Board of Directors, to the Board of Directors;

3.1.5. Evaluate this Regulation and submit proposals with regard to making amendments/modifications to the Regulation for consideration of the Board of Directors.
3.2. Members of the Audit Committee shall:

3.2.1. Perform the duties assumed on the Audit Committee in accordance with this Regulation, requirements of applicable laws of the Russian Federation, Articles of Association and internal bylaws of the Company;
3.2.2. Participate in work of the Committee and attend all meetings of the Committee. If a member of the Committee fails to attend the meeting of the Committee, such member shall give prior notice to the Chairman of the Committee;
3.2.3. Participate in preparation of the performance plan of the Committee;

3.2.4. Report to the Board of Directors with regard to any changes to its status of an independent director or with regard to occurrence of conflict of interest in connection with the resolutions to be made by the Committee;
3.2.5. Forthwith report to the Chairman of the Committee in writing with regard to any personal, commercial or other interest (whether direct or indirect) in making any resolution by the Committee;
3.2.6. Comply with the limitations for use of insider information imposed by the applicable laws and local regulations of the Company;
3.2.7. Not disclose confidential or other internal information which has become known to a member of the Committee in connection with carrying out of corresponding obligations and shall not use such information for its own benefit or for the benefit of third parties;
3.2.8. Comply with general ethical principles and code of conduct provided for by the Code of Business Conduct adopted by OJSC Kuzbasskaya Toplivnaya Company;

3.2.9. On a yearly basis carry out evaluation of its own activity and report the evaluation results to the Board of Directors;

3.2.10. Report to the Board of Directors with respect to its work at least annually.

 4. PROCEDURE of election AND MEMBERSHIP OF THE COMMITTEE
4.1. The Audit Committee shall be elected out of members of the Board of Directors consisting of not less than 3 (three) members. Resolution to elect members of the Committee shall be made by the Board of Directors by a simple majority of votes of members of the Board of Directors attending the meeting;
4.2. The Audit Committee must consist of only independent directors and if it is impossible due to external reasons, members of the Board of Directors, who are not a sole executive body and/or members of the collegial executive body of the Company, may be elected to the Committee. The Audit Committee must be presided over by an independent director;
4.3. The person, that is neither related to the Company, nor is its substantial shareholder, nor is its substantial counteragent or competitor, nor related to the country, shall be deemed an independent director;
If such independent director to be elected to the Committee shall no longer meet the requirements imposed on the independent directors, then such independent director must inform the Board of Directors that he has lost the status of an independent director within 3 (three) business days from the date of loss of the status;
4.4. Members of the Audit Committee shall be elected for the term until the following Board of Directors is elected by the annual General meeting of shareholders of the Company. Nominees to members of the Audit Committee must have higher financial, economic or legal education and/or work experience in corresponding fields of knowledge;
4.5. Members of the Audit Committee may be elected an unlimited number of times;
4.6. By the resolution of the Board of Directors of the Company made by a simple majority of votes of members of the Board of Directors involved in voting, powers of all members of the Audit Committee or part thereof may be early terminated;
4.7. Powers of a member of the Audit Committee shall be early terminated as follows:
4.7.1. Voluntary resignation. A member of the Committee may resign from the position of a member of the Audit Committee by giving notice to the Chairman of the Board of Directors and the Chairman of the Audit Committee by sending a corresponding application 20 (twenty) calendar day before the date of such resignation;

4.7.2. In the event of termination of the powers of a member of the Committee as a member of the Board of Directors of the Company;

4.7.3. If the Board of Directors of the Company by its resolution releases the member of the Committee from its obligations.
4.8. In the event of termination of the powers of a member of the Committee in accordance with Sub-clause 4.7.1. hereof the Board of Directors of the Company shall carry out election of a new member of the Committee at the nearest meeting or makes a resolution with respect to approval of a lesser numerical composition of the Audit Committee. Before that a member of the Committee shall continue to carry out his duties to the fullest extent.
5. THE Chairman and the secretary of the Audit Committee

5.1. The Chairman of the Audit Committee shall be appointed by the Board of Directors out of the members of the Committee being independent directors;
5.2. The Board of Directors may at any time reelect the Chairman of the Audit Committee. The resolution to elect (reelect) the Chairman of the Audit Committee shall be made by the Board of Directors by a simple majority of votes of members of the Board of Directors involved in the voting;
5.3. The Chairman of the Committee must have experience and knowledge in preparation, analysis, evaluation and audit of accounting (financial) statements;

5.4. Duties of the Chairman of the Audit Committee shall include as follows:

5.4.1. Initiating and calling a meeting of the Committee and shall preside over such meeting;

5.4.2. Arranging the date, the time and the venue of the meeting (the closing date for voting ballots) as well as the form of the meeting;

5.4.3. Approving the agenda of the meetings of the Committee;

5.4.4. Arranging discussion of the matters at the meetings of the Committee as well as listening to the opinions of the persons called to attend the meeting;

5.4.5. Distributing obligations among members of the Committee;
5.4.6. Developing performance plan of the Committee for the current year subject to the proposals received from the members of the Committee and taking into account the performance plan of the Board of Directors of the Company;
5.4.7. Perform other duties provided for by applicable laws of the Russian Federation, Articles of Association, this Regulation and other local regulations of the Company.

5.5. In case of absence of the Chairman of the Audit Committee his duties shall be performed by one of members of the Audit Committee by the instruction of the Chairman of the Audit Committee or by resolution of the Board of Directors.

5.6. The Secretary of the Board of Directors shall perform duties of the Secretary of the Audit Committee;
5.7. The Secretary of the Audit Committee shall ensure preparation of the meetings of the Committee, collection and systematization of the materials for the meetings, giving timely notice of the meeting of the Committee to the members of the Committee and the persons to be invited, as well as sending the agenda of the meetings, materials of the agenda, taking the minutes of proceedings of the meetings, preparation of the draft resolutions of the Audit Committee as well as further storage of all corresponding materials. The Secretary shall ensure that the members of the Committee receive all necessary information.
6. The Procedure of convening meetings of the Committee
6.1. Regular meetings of the Committee shall be held according to the schedule approved by the Committee at least 4 (four) times a year;
6.2. Extraordinary meetings of the Audit Committee shall be convened at the request of the Board of Directors of the Company, the Chairman of the Audit Committee, members of the Audit Committee, General Director of the Company, Checkup Committee, manager of the internal audit subdivision and the external Auditor of the Company;
6.3. Proposal to convene the meeting of the Audit Committee shall be sent to the Secretary of the Committee not later than 5 (five) business days before the proposed date of the meeting. The Secretary of the Audit Committee shall communicate the above proposals to the Chairman of the Audit Committee not later than the following business day after receipt thereof;
6.4. The Chairman of the Audit Committee shall resolve to convene the meeting of the Committee or to refuse to call the meeting. Motivated resolution to refuse to convene the meeting of the Audit Committee shall be sent to the person who requested to convene the meeting of the Committee within 2 (two) business days from the date of receipt of appeal of the Chairman of the Audit Committee;
6.5. The Chairman of the Audit Committee may resolve to refuse to call the meeting of the Committee in the following cases:

6.5.1. The items proposed to be included on the agenda of the meeting of the Audit Committee do not fall within the competence of the Audit Committee under this Regulation;
6.5.2. The proposed issues have already been planned for consideration within the period fixed by the Audit Committee;
6.5.3. The requisition to convene the meeting of the Audit Committee has not been duly filed;

6.5.4. The materials necessary for discussing and making resolution with respect to the items proposed to be resolved at the meeting of the Audit Committee have not been presented in full or in part.

6.6. A notice of the meeting of the Audit Committee together with the agenda and supporting materials shall be sent out by the Secretary of the Audit Committee to the persons expected to attend the meeting no later than three (3) business days before the date of such meeting. In case of holding the meeting of the Committee by postal voting the Secretary of the Audit Committee shall no later than five (5) business days before the date of postal voting send a notice of the meeting of the Audit Committee to the members of the Audit Committee with a separate voting ballot on each item on the agenda and all supporting papers enclosed.
6.7. The Secretary of the Committee shall prepare the meeting of the Committee under guidance of the Chairman of the Committee.
7. THE Procedeedings of the meetings of the AUDIT Committee
7.1. The meetings of the Audit Committee may be held either by personal attendance or by postal voting;
7.2. In the event of the meeting to be held by personal attendance a member of the Audit Committee, who does not have an opportunity to attend the meeting in person, may send his own written opinion with the proposed resolutions on the items on the agenda;
7.3. The meeting of the Audit Committee is duly constituted (quorate) if it is attended by more than a half of the total number of its members; and in the event of the meeting to be held by postal voting if as of the closing date of receipt of the voting ballots for voting the Committee has received ballots from more than a half of the total number of members of the Committee.

If the quorum necessary for the meeting of the Committee to be held is not secured, the meeting of the Committee shall be reconvened with the same agenda within 5 (five) business days.
7.4. All resolutions shall be made by the Audit Committee by a simple majority of votes of members of the Committee attending the meeting (who sent the ballots in case of the meeting to be held by postal voting).
It is not allowed for the member of the Committee to delegate the voting right to another member.
In the event of equality of votes, the Chairman shall be entitled to have a casting vote.
7.5. Persons, who are not members of the Committee, may attend the meetings of the Committee at the invitation of the Chairman of the Committee. The above persons do not participate in voting on the items on the agenda of the meeting of the Committee.
7.6. If it has become known that a member of the Audit Committee is personally interested in consideration of any issue, such member of the Committee shall not participate in voting on such item on the agenda. If the number of the members of the Audit Committee is insufficient for making a corresponding resolution, the issue shall be raised for consideration by the meeting of the Board of Directors with no recommendation coming from the Audit Committee.
8. Minutes of the meetings of the Committee

8.1. The Secretary of the Audit Committee shall prepare the minutes of the meeting within 3 (three) business days from the date of the meeting of the Committee held by joint attendance of members of the Committee or by postal voting.
8.2. The minutes of the meeting of the Audit Committee shall contain information on the venue, date and time of the meeting, names of members of the Audit Committee attending the meeting, names of those invited to attend the meeting, agenda of the meeting, issues put to the vote, voting results and the resolutions adopted. 
If a resolution is not unanimous, voting results should reflect the voting intention of each member of the Audit Committee.
In case of the meeting to be held by postal voting, the minutes shall contain information on the deadline for voting ballot submission, the names of members of the Committee who sent completed ballots, the agenda of the meeting, issues put to the vote, voting results and the resolutions adopted. 
Special opinions of members of the Audit Committee should be reflected in the minutes;
8.3. The minutes of the meeting of the Audit Committee shall be signed by the Chairman of the Audit Committee and the Secretary of the Audit Committee;
8.4. The minutes of the meeting of the Audit Committee shall be executed in two original copies, one of which shall be provided to the Board of Directors within two (2) business days following the date of signing the minutes with recommendations and conclusions on the respective items enclosed; the other copy shall be kept in the archive of the Audit Committee.
9. Coordination with the bodies of the company and other persons
9.1. The information and the documents required by the members of the Committee for securing effective work shall be provided through the Secretary of the Committee. The request to provide the information and the documents shall be executed in writing and signed by the Chairman of the Audit Committee;
9.2. Where appropriate, experts and specialists who have necessary professional knowledge for considering several subject matters of the Audit Committee may be employed to work for the benefit of the Committee. The procedure and conditions of employing such experts and specialists for the performance of the Committee shall be determined by the contract to be made by the company with such persons.

10. reporting relationship of the committee with the Board of directors of the company

10.1. The Audit Committee shall annually provide the Board of Directors with the performance report before the annual General meeting of shareholders;
10.2. The report of the Committee shall contain the information on the performance of the Committee over the year, including as follows:
10.2.1. Information on performance of the approved performance plan of the Committee as well as the information on the extraordinary meetings to have been held;
10.2.2. Information on the recommendations provided to the Board of Directors with respect to the issues falling within the duties of the Committee in accordance with Clause 2 hereof;

10.2.3. Information on the services rendered by external experts and advisors.

11. liability of members of the audit committee

11.1. Members of the Audit Committee shall be held liable in accordance with the applicable laws and regulations as well as with local regulations of the Company.

12. Approval of and Amendments to this Regulation

12.1. This Regulation as well as all amendments and modifications hereto shall be approved by the Board of Directors of the Company by a majority of votes of the total number of members of the Board of Directors of the company;
12.2. All matters which are not regulated hereby shall be regulated by the Articles of Association, Regulation on the Board of Directors of OJSC Kuzbasskaya Toplivnaya Company, other local regulations of the Company and applicable laws of the Russian Federation;
12.3. If as a result of any amendments made to the applicable law several provisions of this Regulation come into conflict with the law, such provisions shall become invalid and members of the Audit Committee shall be governed by the laws and regulations of the Russian Federation until this Regulation is amended.

12.4. Annual report of the Audit Committee to be provided to the Board of Directors subject to Clause 10 hereof may contain recommendations to the Board of Directors that it is necessary to amend or modify this Regulation.
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