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I. General Provisions
Статья 1. Regulation on internal control
This Regulation on internal control (the Regulation) of OJSC Kuzbasskaya Toplivnaya Company specifies purposes, principles, areas and procedures of internal control of business activities of the Company according to the Civil Code of the Russian Federation, Federal Law On Joint Stock Companies and other laws and regulations and the Articles of Association of the Company. 

Статья 2. Terms and definitions
The following terms and definitions shall apply for the purposes of this Regulation:

Auditor means an individual or an auditing organization of the Company which carries out audit of business activities of the Company in compliance with acts of law of the Russian Federation subject to the contract made therewith;
Internal Control means activities jointly carried out by the Board of Directors, the Audit Committee of the Board of Directors, the General Director, the Internal Control Committee and other employees of the Company responsible for monitoring of compliance with the procedures aimed at securing reasonable guarantees of pursuing the goals set by the Company in the following areas:

· efficiency and performance of business activities;

· reliability and accuracy of records;

· compliance with the requirements set forth by the laws and regulations and internal documents of the Company;

General Director means a sole executive body of the Company which administers the day-to-day operations of the Company;

Audit Committee of the Board of Directors means continuing committee of the Board of Directors which assists the Board of Directors in exercising duties and making decisions in respect of the matters of financial accounting, audit and internal control;

Internal Control Committee means a department of the Company responsible for the control of compliance with the procedures of internal control;
monitoring of internal control system means gaining of information for evaluation of effective operation of internal control system;

General Meeting of Shareholders means supreme management board of the company which consists of shareholders making decisions by voting.

Internal control system means package of measures aimed at monitoring of business activities by management bodies and the departments of the Company;

Board of Directors means collective management body of the Company formed by the general meeting of shareholders out of individuals, and which carries out general management of business of the Company within the competence specified by federal laws and Articles of Association of the Company.

II. Purposes, principles and areas of internal control
Статья 3. Purposes of internal control
3.1. The purposes of internal control shall be as follows:

3.1.1 timely recognition and analysis of risks in activities of the Company;

3.1.2 assurance of financial and management information and records of the Company;

3.1.3 execution of financial and economic plans of the Company;

3.1.4 asset protection and effective usage of the resources of the Company;

3.1.5 assistance in construction of optimal organizational structure of the Company;

3.1.6 compliance with the requirements of applicable laws and regulations and internal documents of the Company.

Статья 4. Principles of internal control
4.1. Internal control system of the company is based on the following principles:

4.1.1 smooth functioning;

4.1.2 accountability of all members of the internal control system 

4.1.3 compliance with the procedure of making decisions in respect of operations by authorized persons within their competence;

4.1.4 organizational disintegration of the department exercising the functions of internal control of the Company;

4.1.5 liability of all subjects of internal control for proper performance of monitoring functions;

4.1.6 internal control based on integrated coordination of all department of the Company;

4.1.7 permanent development and improvement of the system;

4.1.8 timeliness of transmission of reports of any deviation;      

4.1.9 conformity between the difficulty level of internal control system and the difficulty level of the object to be controlled;

4.1.10 determination of priority spheres of activities of the Company to be controlled;

4.1.11 crucial nature of internal control of objects of different type.

Статья 5. Areas of internal control
5.1. Areas of internal control shall include as follows:

5.1.1 evaluation of effectiveness of organizational structure of the Company;

5.1.2 control of basic areas of business activities of the Company, analysis of the results of the said activities;

5.1.3 control of compliance with financial discipline in the Company and execution of the decisions of management bodies and officers of the Company;

5.1.4 adequate assurance in respect of accuracy of financial accounting of the Company and compliance with the procedures of preparation thereof and compliance with the requirements of accounting in the Company;

5.1.5 control of compliance of the agreements of the Company made with third parties with financial and economic interests of the Company;

5.1.6 control of compliance of internal documents and draft decisions of management bodies of the Company with financial and economic interests of the Company.

III. Procedures of internal control
Статья 6. Procedures of internal control
6.1. Procedures of internal control shall include as follows:

6.1.1 determination of mutually-linked and consistent objects and purposes at different levels of management of the Company; 

6.1.2 recognition and analysis of potential risks which may affect pursuing objects and purposes of activity of the Company;

6.1.3 organization of the system of gaining, processing and transmission of information including formation of reports and messages containing financial and other information relating to activities of the Company, and establishment of effective channels and   means of communication providing vertical and horizontal ties inside the Company; 

6.1.4 bringing information to all employees of the Company in respect of their obligation in the sphere of internal control;

6.1.5 establishment of effective communication of the Company with third parties;

6.1.6 determination of criteria and evaluation of effectiveness of work of the department, officers and other employees of the Company;

6.1.7 application of acceptable methods of record of events, operations and transactions (i.e. continuous numbering);

6.1.8 control of asset protection;

6.1.9 arranging for approval and making operations only by such persons who are duly authorized to do so;

6.1.10 proper registration of the procedures of internal control;

6.1.11 distribution of the key obligations among the employees of the Company (including obligations relating to ratification and approval of operations, records of operations, distribution, keeping and receiving resources, analysis and inspection of the operations) and responsibility for performance thereof;

6.1.12 restriction of access of members of the management board and control bodies of the Company and other employees of the Company to specific resources and information,    allocation of responsibility for an unauthorized access;

6.1.13 arranging for effective coordination of the department and the employees of the Company;

6.1.14 regular evaluation of the quality of internal control system;

6.1.15 organization of inspection and internal investigation in major business activities of the Company;

6.1.16 monitoring of correcting the deficiencies detected according to the results of the inspection and internal investigation.

6.2. General Director shall bear responsibility for organization of internal control in the Company.

6.3. Managers of the departments and other employees of the Company shall bear responsibility for development, registration, implementation, monitoring and development of internal control according to their functional obligations in the spheres of activities which are within their competence.

6.4. Special employees shall be appointed and special units shall be established for the purpose of exercising functions relating to internal control of specific spheres of activities of the Company.
6.5. At the request of any member of the Internal Control Committee employees and specialists of the Company, officers must, not later than two days after such request, submit documents and materials to the Committee for evaluation of business transaction executed. The Company may take steps of disciplinary responsibility for failure to comply with this provision without valid excuse.

IV. Procedures for exercising internal control 

Статья 7. Department exercising functions of internal control
7.1. The department of Internal Control Committee was established in order to provide systematic control of business activities of the Company and to comply with the procedures of internal control in the Company. 

7.2. The Board of Directors of the Company shall determine the number of members and organizational structure of the Internal Control Committee and shall appoint and remove from office employees of the said department.

7.3. Internal Control Committee shall perform the procedures of internal control in coordination with other bodies and department of the Company.
Статья 8. Functions of Internal Control Committee
8.1. Audit Committee shall evaluate effectiveness of the system and the procedures of internal control of business activity of the Company and shall prepare offers in improvement thereof (as well as based on the messages and reports of Internal Control Committee). 

8.2. Internal Control Committee shall make direct evaluation of adequacy, sufficiency and effectiveness of internal control system and shall exercise control of compliance of the procedures specified by this Regulation. 

8.3. For the purpose stated above Internal Control Committee shall make the following actions with respect to control of compliance with the procedures specified by this Regulation: 

8.3.1 shall organize and perform inspections and internal investigations in major spheres of business activity of the Company, inter alia, by engaging employees of other departments of the Company; 

8.3.2 shall analyze and generalize the results of inspections and internal investigations (including those carried out by other departments of the Company) in major spheres of business activity of the Company; 

8.3.3 shall coordinate operation of the departments of the Company when exercising internal control measures; 

8.3.4 shall keep records of violations found during internal control and shall provide information on such violations with Audit Committee of the Board of Directors of the Company and the General Director of the Company; 

8.3.5 shall exercise control of correction of deficiencies detected according to the results of the inspections and internal investigations; 

8.3.6 shall analyze the results of audit of the Company, shall control the development and fulfillment of plans in correction of deficiencies detected during audit; 

8.3.7 shall prepare offers of improvement of the procedures of internal control; 

8.3.8 shall develop the documents regulating activities of the department exercising functions of internal control. 

Статья 9. Requirements for the employees of Internal Audit Committee 

9.1. When appointing an employee of the Internal Audit Committee the following factors shall be taken into account as factors which have an adverse effect on the reputation:

9.1.1 the fact of committing a crime in the sphere of economic activities or against public authorities, interests of public services and services of local authorities;

9.1.2 the fact of committing administrative violation in the sphere of business, in the sphere of finances, taxes and levies or stock market.

9.2. Employees of the Internal Audit Committee may not take office in other organizations, being competitors of the Company. 

9.3. Head of the Internal Audit Committee must have higher economic (financial) or legal education.

9.4. The head of the Internal Control Committee must have not less than 3-year (three-year) work experience by corresponding occupation.

9.5. To accomplish the purpose of internal control the head of the Internal Control Committee shall exercise the following functions:

9.5.1 shall distribute responsibilities among the employees and shall organize operation of the Internal Control Committee;

9.5.2 shall convene and hold meetings and conferences to discuss the maters within the competence of the Internal Control Committee;

9.5.3 shall request necessary documents and information at the bodies and the department of the Company;

9.5.4 shall receive explanations and comments from the employees of the Company necessary for the control of compliance with the procedures specified by this Regulation;

9.5.5 shall require employees of the Company to provide information on execution of the decisions of the management board and other officers of the Company made following the results of inspections and internal investigations of business activity of the Company;

9.5.6 shall engage employees of other departments of the Company in carrying out inspections and internal investigations in coordination with the General Director of the Company;

9.5.7 shall comment on how personnel incentives could be used;

9.5.8 shall make proposals in respect of bringing liable employees to responsibility for  committing violations;

9.5.9 shall inform the Audit Committee of the Board of Directors, the Board of Directors, the General Director of any violation of the procedures of internal control;

9.5.10 shall exercise any other functions.

Статья 10.  Procedure of operation of Internal Control Committee
10.1. In its activity the Internal Control Committee and its employees shall be governed by applicable law, the Articles of Association of the Company, this Regulation and other internal documents of the Company.

10.2. In the course of its activities the Internal Control Committee shall prepare communications, opinions, reports, recommendations and other documents which shall be signed by the head of the Internal Control Committee. These documents (including communications in respect of deficiencies detected) shall be submitted to the Audit Committee of the Board of Directors and the General Director of the Company. 

V. Procedure of amending the regulation 
Статья 11. Procedure of amending the Regulation 
11.1. All amendments to this Regulation shall be approved by the Board of Directors of the Company in compliance with the Regulation on the Board of Directors of the Company. 

11.2. If as a result of any amendments made to the applicable law several articles of this Regulation come into conflict with the law, such articles shall become invalid and provisions of the law shall apply to the said articles. Articles of this Regulation which come in conflict with the applicable law shall not affect the validity of the remaining articles of this Regulation.

11.3. In case of any inconsistence between this Regulation and the Articles of Association of the Company the Articles of Association shall prevail. 
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