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INTRODUCTION

STANISLAV SHEKSHNYA
Chairman of the
Board of Directors

VLADIMIR RASHEVSKY
General Director

During the five years since its founding in 2001 the Siberian Coal Energy Company
(SUEK) underwent striking changes. It could hardly have been otherwise because in the
1990s the Russian coal industry was in crisis; domestic use of coal fell off significantly,
and there were massive arrears in payments.
We devoted those first five years, from 2001 to 2005, to establishing and consolidat
ing the business while, at the same time, creating the conditions for dynamic and sus
tainable growth. Between 2001 and 2003, we put in place a comprehensive anticri
sis programme to stabilise the economic situation in our coal mining enterprises and to
address urgent production, social, and environmental problems which the Сompany
had inherited from the previous owners. In 20042005 we consolidated the account
ing for all the Company's assets and instituted a more transparent and manageable cor
porate structure. In 2005 progress continued with the establishment of an independent
Board of Directors and the introduction of uptodate principles of corporate gover
nance.
Today, SUEK is a successful company, one which is conducting the industry's largest
technological modernisation programme. Our subsidiaries are among the largest and
most reliable taxpayers in their regions, and tax and wage arrears have been cleared.
All our subsidiaries  from the Kuzbass to the Primorye  are socially stable and produc
ing reliably.
SUEK, Russia's largest producer and exporter of coal, is also one of the world's topten
producers and suppliers of solid fuel. We have business activities in more than 30 coun
tries. We have developed a mediumterm strategy and a detailed fiveyear investment
plan.
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We aim to comply with the best international practices in production, quality control, envi
ronmental protection, corporate management, and, most important, in social responsibil
ity. The formulation of an efficient, open and fair social policy has been one of our top
priorities from the outset.
To a large degree, SUEK's achievements are the result of the well coordinated and high
ly professional efforts of its 44,000 employees. Its employees' interests, professional
development, material wellbeing, and health and safety are, therefore, extremely
important to the Company.
We are responsible for the wellbeing of our staff and strive to make the lives of our work
ers and their families more comfortable. We promote social development in all the
regions in which we operate.
Social policy is an intrinsic part of our business. We believe that our work must be based
on corporate social responsibility principles. The major steps we have taken to reach that
goal have helped our business to develop on a sound basis and have given our workers
confidence in their future. We realise, however, that there is much work still to be done.
We see this first Social Responsibility Report as, to a large extent, a tool for self diagno
sis. It will help us to determine the effectiveness of our social risk management and to
measure the impact of our social policy.
We believe that sustainable business development, based on the principles of corporate
social responsibility, will increase our appeal to investors and, as a result, will increase
shareholder value.
The practice of regular social reporting based on international standards, which is now
the norm for the majority of international companies, must become commonplace in
Russia. For its part, the Siberian Coal Energy Company will make publication of these
reports one of its traditions.

STANISLAV SHEKSHNYA
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VLADIMIR RASHEVSKY

ABOUT THE COMPANY:
MANUFACTURING
LOCATIONS AND
CORPORATE HISTORY

SUEK is Russia’s largest, and the
world’s seventh largest, coal producer.
It has coal reserves of more than 8 bil
lion tons in its licensed territories. The
Company, which specialises in thermal
coal mining, provides around 30% of
thermal coal in the domestic market and
close to 20% of Russia’s coal exports.
SUEK is also the largest private investor
in a number of power companies in
Siberia and the Russian Far East with a
total power output of around 16 GW.
SUEK employs approximately 44,000
people. Its corporate headquarters are
in Moscow with subsidiaries and affili
ates in the Krasnoyarsk, Primorsky, and
Khabarovsk Krays, Irkutsk, Chita, and
Kemerovo Oblasts, and in the Republics
of Buryatia and Khakasia.
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SUEK ON THE MAP OF RUSSIA

SUEK
AFFILIATES
COAL MINING
ENTERPRISES
REGIONAL POWER
COMPANIES
SERVICE
COMPANIES
AUTO-TRANSPORTATION
ENTERPRISES
RAIL
COMPANIES
RESEARCH
INSTITUTIONS
BULK TERMINAL UNDER
CONSTRUCTION
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SUEK'S DEVELOPMENT

2001
Company
founded

2002
Asset growth.
Anticrisis
programme

Market share: 11%

Market share: 21%

2001

2002

2003
Asset growth.
Anticrisis
programme
Market share: 26%

2003

Coal production by SUEK, million tons
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2004
Asset
consolidation

2005
Management
reform

Market share: 28%

Market share: 29%

2004

2005

SUEK export volume, million tons

CORPORATE HISTORY
Founding 
2001

SUEK's corporate history began in 2001 with the affiliation of
enterprises in the Irkutsk and Chita Oblasts and the Republic
of Buryatia.
From the outset, SUEK's strategy was to establish a large
interregional company capable of becoming a leader in the
Russian coal mining industry and a major player in the inter
national solid fuel market.

Asset growth.
Anticrisis
programme 
2002

SUEK was actively increasing its assets and, as early as 2002,
became a leading supplier in the Russian coal industry. The
parent company's geographic span grew with the incorpora
tion of coal mining enterprises in the Krasnoyarsk Kray and
the Republic of Khakasia.
The Company launched a comprehensive anticrisis pro
gramme to stabilise the economic situation at its subsidiaries.

Asset growth.
Anticrisis
programme 
2003

In 2003 the Company established a presence in the
Kemerovo Oblast, and in Primorsky and Khabarovsk Krays.

Asset
consolidation 
2004

The anticrisis programme was completed by the end of the
year. A decision was taken to consolidate coal and energy
assets. The parent company became one of the world's top
ten coal mining companies.

Management
reform 
2005

In 2005 the Company completed the consolidation of its coal
and power assets.

It continued its anticrisis activities and developed and
launched a programme for increasing its export potential.

It became the secondlargest shareholder (after RAO UES of
Russia) in a number of power companies in Siberia and the
Far East, and the largest private investor in the Russian power
industry.
The Company reformed its management system: independent
directors became a majority on the Board of Directors, Board
committees were formed, and the Code of Corporate Conduct
was adopted.
The Board of Directors adopted a comprehensive fiveyear
strategic development programme.
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GRI REPORTING PRINCIPLES

GRI Sustainability Reporting
Guidelines
In 2002 the Global Reporting Initiative (GRI)
entered a new stage in its development when
it published the Sustainability Reporting
Guidelines. These were designed to sup
port organisations in the preparation of
their reports, and to help stakeholders –
such as business partners, governments,
non-government organisations, and
potential investors – recognise and
appreciate the contribution made by the
reporting organisation to social, regional
and national development. According to
the Guidelines, sustainable corporate
development requires a balance between a
company’s economic, social, and environ
mental needs, and the needs of the society
in which it operates.

The main purpose of the Global Reporting
Initiative (GRI) is to promote a common approach
to reporting on economic, environmental, and
social corporate performance. The guidelines set
the boundaries and criteria for information disclo
sure in corporate social reporting.
The GRI, launched in 1997 by the Coalition for
Environmentally Responsible Economies (CERES)
together with the United Nations Environment
Programme (UNEP), has enabled reporting to be
clear and specific.
The broad use of the GRI Guidelines enables sus
tainability reports to be compared across a wide
range of organisations in various regions. They
are currently used by major international compa
nies, such as Citigroup, Ford, General Motors,
Intel, Hewlett-Packard, and BHP Billiton. The num
ber of Russian companies which disclose their
economic, environmental and social information
in sustainability reports is increasing.
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GRI REPORTING PRINCIPLES

Disclosure, completeness, and accuracy of information
The report should include all information on sustainable development in sufficient
detail.
Stakeholder inclusiveness
Stakeholder* involvement in the selection of topics to be covered in the report
helps the organisation to focus on the most significant issues.
Reliability
All information included in the report should be presented in such a way that it can
be examined and verified independently.
Materiality and clarity
Information must be rendered clearly and in a logical order.
Balance
Information in the report should be selected in an unbiased manner.
Sustainability context
The report should reflect the organisation’s progress in the wider context of sus
tainability.
Comparability and consistency
Information should be presented in such a way that comparisons can be made with
similar reports by other organisations. The report must reflect changes that
occurred in the organisation's work since the previous reporting period.
Timeliness
Reporting should occur regularly.

Thus, a report prepared in accordance with the GRI Guidelines is bal
anced and well-supported, and it presents issues of importance to
stakeholders in an accurate manner.
SUEK’s position on completeness of the use of the principles
During its social reporting process, SUEK aims to follow all principles of the GRI
Guidelines**.
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* Stakeholders are social groups with which the organisation interacts directly or indirectly.
** Explanations on implementation of the Stakeholder Inclusiveness Principle are provided in the chapter “Objectives and Contents of
the Corporate Social Report” (section “Social Reporting Process”).

OBJECTIVES AND CONTENTS
OF THE CORPORATE SOCIAL RESPONSIBILITY REPORT

SUEK is at a new stage in its development – a stage of qualitative changes. In
line with its long-term strategy, the Company is improving its organisational
structure and introducing up-to-date corporate management standards in its
business practice while designing policies and formalising management proce
dures.
SUEK views the preparation and publication of its sustainability report (Social
Responsibility Report) as an effective tool for the systematic improvement of its
corporate sustainability.
The first SUEK Social Responsibility Report has been prepared in accordance
with the GRI Sustainability Reporting Guidelines (G2 and G3 versions). The
guidelines are widely used by the international business community, provide a
comprehensive reporting system, and their reporting framework agrees with a
wide range of objectives which are important to the Company.
The report covers the period from 2001 to 2005; 2005 is covered in the
greatest detail because, at that point, SUEK had completed the consolidation
of its coal and power assets, evaluated its coal resources in accordance with
international standards, and established an up-to-date system of corporate
governance and management reporting.
The Company expects the following objectives to be achieved through corpo
rate sustainability reporting:
to provide an overall picture of SUEK’s development, and to present
an analysis and assessment of its corporate operations based on internation
ally accepted criteria;
to ensure transparency of corporate operations for investors, the gov
ernment and employees;

to expand the opportunities for dialogue with those and other counter
parties;

to reduce indirect and non-financial risks while enhancing SUEK’s rep
utation;
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to provide official and public information on the Company’s operations to govern
ment institutions, non-government organisations, potential investors, specialists, and the
media;
to provide information to investors, consumers, communities, and authorities on
its corporate conduct under the principles of social responsibility, and to create
favourable investment conditions;
-

to create a significant and productive impact on corporate social policy.

REPORT SUMMARY
The SUEK Corporate Social Responsibility Report covers key elements of the Company’s
social responsibility policy. Each of those elements is presented in a separate section of
the report.
About the Company
This section includes information on SUEK’s regional manufacturing operations and out
lines key stages of the Company’s corporate history.
The Russian coal mining industry
This section describes the conditions in the Russian coal mining industry, together with
recent trends. The Russian coal mining industry is currently recovering from 15 years of
profound crisis, a period that was characterised by major socio-economic problems:
wage arrears, the withholding of social programmes, and business closures, as well as
worker protests. The general financial situation of coal mining companies and the lack
of investment contributed to a negative ecological situation in the mining regions.
SUEK: Performance, 2001-2005
Between 2001 and 2005 the Company fulfilled its anti-crisis programme, achieved a
stable increase in coal production and shipments, and improved workplace safety, product
quality and production rates. By the end of 2005 it had become one of the world’s lead
ing producers of coal fuel, the largest Russian thermal coal exporter, and the eighth
largest thermal coal exporter in the world. This was made possible by its focus on moderni
sation and industrial development, on growth in production rates, and on improvements
in its corporate structure. In addition, SUEK launched the largest investment programme
in the Russian coal mining industry.
SUEK: Strategy
The Company takes an innovative path in its development by aiming to ensure that it
complies with environmental and social responsibility requirements, and by establishing
high standards in industrial and workplace health and safety, personnel management,
and corporate governance. In 2005 the Board of Directors adopted a Five-Year
Strategic Development Programme which will improve the Company’s efficiency and
strengthen its position in the world coal market.
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SUEK: Investment programme
SUEK makes a significant effort to increase the capitalisation of the Company, its affili
ates and subsidiaries, while improving its competitive position and market potential.
Corporate investment increases each year. SUEK has the largest investment pro
gramme in the Russian coal mining industry; in 2001-2005 total investments were more
than USD 400 million.
Corporate governance: an up-to-date approach
In 2005 SUEK reached a new level of corporate development when it established an
independent Board of Directors. In accordance with its long-term strategy, the
Company has introduced up-to-date corporate governance standards while devising
state-of-the-art policies and procedures. Significant emphasis has been placed on risk
analysis and management.
Risk management
SUEK is faced with unavoidable risks that, under certain conditions, can have a signifi
cant impact on production and financial performance. In 2005, as a part of the devel
opment of its corporate strategy, the Company carried out its first comprehensive
analysis of strategic risks. It identified critical risks and defined measures to decrease
their potential incidence and/or impact.
Corporate social responsibility principles
This section sets out the key corporate social responsibility principles which were formu
lated by SUEK in 2005. The Company understands that social responsibility includes
complete and timely payment of taxes; co-operation with local authorities, schools, pri
vate businesses and charities in socio-economic, charitable and environmental pro
grammes; and taking part in activities to improve the quality of life in local communities.
The section also identifies stakeholders in the Company with which SUEK consistently
interacts. These include staff, partners, consumers, local communities, and federal and
regional governments. The Company promotes socio-economic stability in the regions
in which it operates and makes a positive contribution to regional development.
Social and labour relations
This section provides a detailed description of the Company’s personnel and their char
acteristics. It covers issues pertaining to labour rights, basic and advanced training,
compensation and benefits. A special sub-section is devoted to morale, corporate cul
ture and staff participation in decision making. SUEK pays careful attention to sustain
ing a stable social situation at its businesses and to the management of social and
labour relations. Using social partnership principles, the Company maintains a co-oper
ative relationship with trade unions. Two unions operate at the Company’s businesses:
the Russian Independent Trade Union of Coal Miners (RosUgleProf) and the
Independent Miners Union of Russia (NPG).
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Health and safety
SUEK’s corporate health and safety policy is outlined in this section. The Company
places great importance on its employees’ health and safety, and makes every effort
to reduce the number of workplace injuries and to increase the effectiveness of con
trols. It employs a systematic approach to minimising existing risks. To increase work
place safety, SUEK pursues improvements in the mechanisation and automation of
industrial processes by introducing new equipment and modern technologies into
mines and open pits. Special sub-sections are devoted to emergency response and
personnel health programmes and to the prevention of occupational diseases.
Environmental impact
This section describes the goals, key principles and scope of SUEK’s environmental
activities. It includes an analysis of the impact of the Company’s mining processes on
the atmosphere, water and soil and provides details of compliance with existing reg
ulations, environmental risk management, investment in environmental protection,
and plans for the expansion of environmental measures.
The Company and the community
SUEK contributes to the improvement of the social condition in the regions in which
its enterprises and affiliates operate. In accordance with its agreements on social and
economic partnership with local authorities, it funds social programmes run by
regional and municipal governments; works with schools, private enterprises and
charities; and undertakes projects to improve life in local communities. The section
also includes a description of the Company’s experience with and approach to
responsibility for its product and its relationship to its consumers.

SOCIAL REPORTING PROCESS
Reporting boundaries
This report includes information on the joint stock company (OAO) SUEK, its affiliates
and subsidiaries (companies in which SUEK owns more than 15% of capital shares).
These organisations were involved in coal production, servicing and facilitating coal
mining during the reporting period.
Reporting management
SUEK created a Working Group, which included the senior managers responsible for
sustainable development, to prepare the Social Responsibility Report. The corporate
social reporting process was formalised through the adoption of the Procedure for
Social Responsibility Reporting and the Regulations on the Working Group.
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Assurance
SUEK takes responsibility for the information included in the Report. An independent
verification and assessment of the information were provided through an internal
audit and external assurance.
The internal audit of the first draft of the report was carried out by SUEK’s Internal
Control and Audit Department. It was undertaken in accordance with the law; the
professional standards for internal auditing designed by the Institute of Internal
Auditors; the GRI Guidelines; the Regulations for the Internal Control and Audit
Department; and the internal organisational documents of SUEK. The purpose of
auditing the first draft internally was to confirm the accuracy of data, and to ensure
that it complied with the GRI Guidelines and SUEK’s internal documents. The report
was amended on the basis of recommendations from the auditors.
Bureau Veritas Rus (BVQI) was the external assuror for the Report. The Independent
Assurance Statement is on pages 91 to 95.

Stakeholder involvement
Stakeholders were not directly involved in the preparation of the first SUEK
Corporate Social Responsibility Report, but key stakeholders and target audiences
for the report, together with their possible interests, were analysed. The results are
below.
Target audience

Possible interests

Government

Social responsibility, investment, environmental activities, industrial
safety

Potential investors, rating
Economic performance, social stability, social responsibility,
agencies, and the business development prospects, risk management, interaction with state
community
authorities, environmental activities, industrial safety
Personnel and trade unions Social policy, development prospects, benefits, social partnership
Partners and consumers,
other counterparties

Stability of operation, social responsibility, principles of interaction,
product quality

In the future the Company plans to engage stakeholders in a dialogue which will
begin with a public discussion of this first report.
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THE RUSSIAN COAL MINING INDUSTRY

Russia’s vast geological coal reserves, which are second only to
those of the USA, are principally in Siberia and the Far East and
have a significantly larger potential than the gas and oil industries:
petroleum-based hydrocarbon reserves are expected to last for
only several dozen years while there is enough coal to mine for cen
turies ahead. Russian companies mine coal mainly for use in the
power and ferrous metallurgy industries.
The industry is currently recovering from 15 years of profound cri
sis, characterised by major socio-economic problems, including
wage arrears, the withholding of social programmes and the clo
sure of businesses. These were all accompanied by worker protests.
The general financial situation of coal mining companies, combined
with a lack of investment, contributed to a negative ecological situ
ation in the mining regions. Production began to increase again
only in 1999.
In 2004 Russia produced 283 million tons of coal, and in 2005
almost 300 million tons. The industry currently employs 300,000
people at more than 240 mining companies, which include 104
mines and 137 open pits. In Russia, approximately 60% of coal is
mined in open pits, 40% is mined underground.
Coal accounts for 3.6% of the gross output of the fuel and energy
complex and amounts to 1% of Russia’s total industrial output.
COAL OUTPUT IN RUSSIA IN 1990-2005, million tons
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The coal mining industry overcame its crisis primarily
through privatisation and the advent of strategic
investors who were interested in its long-term develop
ment; today, most Russian coal mining companies are
privately owned. The companies are now financially
secure, bankruptcies have stopped, wage arrears have
practically disappeared, and the social environment is
stable. There is still much to do, however, to reduce the
industry’s impact on the environment by increasing envi
ronmental standards in production.
Coal is mined in only 27 Russian regions, but is con
sumed throughout the country. As a result, East Siberia
transports 30%, and West Siberia 20%, of their produc
tion.
Between 2002 and 2005 exports increased significant
ly: by 2005, 68 million tons, nearly double the amount in
2002, was exported. Currently, Russia exports coal to
more than 40 countries, and controls around 12% of the
international market.
The industry continues, however, to face serious difficul
ties. International market prices are not consistently
profitable, and domestic production is constrained by
low demand from the power industry and a culture of
poor payment among customers. Today, Russia gener
ates less than 20% of its electricity from coal, compared
with more than 50% in the USA, more than 45% in
Germany and as much as 80% in Australia.
Nevertheless, the energy sector owes more in payments
to coal mining companies than it does to gas producers.
At the same time, the long-term prognosis for the coal
mining industry is favourable. As the state gradually
relinquishes control over natural gas prices on the
domestic market, a path to true competition between
producers of various energy resources will be created.
This should increase coal’s share of the country’s energy
supply, provided that technologies which diminish min
ing’s environmental impact are introduced. The Russian
government is promoting special programmes for
increasing energy efficiency and for resolving problems
in the fuel and energy industries while paying significant
attention to the development of the coal mining industry.
Russia’s energy strategy for the period until 2020 envis
ages a 36-79% increase in coal production.
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SUEK: PERFORMANCE IN
2001-2005

The Company operates in a challenging economic sector that unavoidably entails high financial and envi
ronmental risks. Since SUEK was founded in 2001, its owners and management have dealt with a number
of serious economic, social, industrial, and environmental issues that became particularly urgent during the
crisis at the turn of the century.
While developing and conducting measures to help its subsidiaries recover, the Company had to manage
the high level of discontent among miners and, together with regional authorities, find ways to improve the
social and economic conditions of the subsidiaries and their workers.
By 2004 SUEK had successfully realised its comprehensive anti-crisis programme; this stabilised the finan
cial situation of the Company’s mining and service enterprises, improved the efficiency of production, and
eased community and labour relations.

GROWTH AND STABILITY OF TAX PAYMENTS
One of the first achievements of SUEK’s shareholders and management was to restore tax discipline at its
coal mining enterprises. The Company restructured the tax arrears accrued by previous owners and pro
ceeded to ensure complete and timely payment of current taxes. By the end of 2005 it had paid almost 14
billion roubles in back taxes (98% of all arrears). During its first five years of operation, SUEK had more
than doubled its tax payments and, as a result, made a significant contribution to regional budgets.

TAX PAYMENTS BY SUEK COMPANIES IN 2001-2005, billion roubles
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CLEARING WAGE ARREARS
During its corporate history SUEK has often had to clear up arrears in wages which had been accrued by
previous owners of its enterprises. In recognition of its responsibility to the employees of the businesses it
acquired, the Company always accepted the obligation of paying outstanding sums. Those subsidiaries
acquired in 2002 had wage arrears of 189.7 million roubles; those acquired in 2003, 176.6 million; and
mines and open pits acquired from the Sokolovskaya Company (that came under SUEK’s management in
February 2004) came with wage arrears of 32 million roubles. In each case SUEK immediately allocated
assets to clear the arrears and by 2004 had paid off the debt. The total amount paid to employees was
around 400 million roubles.
GROWTH IN THE PRODUCTION AND SHIPMENT OF COAL
The implementation of the Company’s anti-crisis programme more than doubled output in 2003, compared
with 2001; this was made possible by increasing production and acquiring new assets. Since 2003, SUEK
has acquired leading underground mining companies.

million tons

SUEK COAL OUTPUT IN 2001-2005, million tons

Between 2001 and 2003 the Company’s shipments more than doubled, and later continued to increase by
6-12% a year. In 2005, 80.2 million tons of coal were shipped, bringing the five-year cumulative growth
to around 280%.

million tons

SHIPMENTS IN 2001-2005, million tons
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SUEK’s share of Russia’s coal shipments to the domestic and international markets increased continuously
to reach by 2005 approximately 30% of the market. The Company’s share of domestic shipments grew
from 12.9% in 2001 to 31.7% in 2005. In 2005 the Company’s share of the Russian market declined
slightly but, by the end of the year, it had increased the total sold to 61.5 million tons, 1% more than in
2004.
SUEK’s SHARE OF THE RUSSIAN AND
INTERNATIONAL MARKETS, %

SUEK’s SHARE OF THE
RUSSIAN MARKET, %

The largest proportion of SUEK’s shipments traditionally goes to Russian power-producing systems, both to
independents and to those companies affiliated with RAO UES (Unified Energy Systems of Russia). It is the
largest supplier of coal to RAO UES, making it a significant contributor to the reliable production of power
and to the country’s security.
SUEK SHIPMENT STRUCTURE, %

ENTERING INTERNATIONAL MARKETS
In 2004-2005 SUEK successfully implemented a programme to expand its presence in the international
coal market. By 2005 it was shipping coal to more than 30 countries in Europe and the Asian-Pacific region.
The largest international consumers of SUEK coal are the UK, Japan, South Korea, Taiwan, Finland, the
Netherlands, and Belgium.
Changes in its sales structure enabled SUEK to take another step in realising its strategy of becoming a
world-class corporation: in 2005 it became Russia’s leading coal exporter and the world’s eighth-largest
thermal coal exporter.
The increase in its share of the export market is an indication of the success of the Company’s corporate
strategy of dynamic growth. Increasing exports and establishing a more balanced sales structure has
helped SUEK to meet several important objectives, including the diversification of shipments and expansion
in international markets, where coal fetches higher prices. In addition, the policy has diminished the risk
associated with the small size of the domestic market.
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million tons

RUSSIAN COAL EXPORTS IN 2001-2005, million tons

Based on its results for 2005, when it shipped approximately 5.3 million tons of ther
mal coal to the United Kingdom, SUEK was awarded “International Supplier of the
Year”. SUEK’s policy in the UK was based on adhering to the strictest quality stan
dards, devising an individual approach to each customer, and maintaining trans
parency and disclosure of information in dealing with its counterparties.
TECHNOLOGICAL MODERNISATION: INCREASING SAFETY,
RATES OF PRODUCTION AND PRODUCT QUALITY
SUEK’s objective of becoming a modern coal mining company demanded that it
undertake a major programme to modernise its subsidiaries’ equipment and tech
nology, which had restricted opportunities to increase output and contributed to the
high rate of industrial accidents. To comply with environmental and social responsibil
ity principles, in 2001-2005 the Company made significant investments in more pro
ductive and safer equipment, and introduced strict safety and control measures.
As a result, there was a marked improvement in the rate of production. For example,
in Leninsk-Kuznetsky (Kuzbass) mines it improved from 93 to 120 tons per person per
month (an increase of almost 30%) between 2003 and 2005.
CONSOLIDATION OF ASSETS
The years 2001-2004 were a period of growth in coal assets for SUEK: its companies
currently mine coal in eight Russian regions. More than 60% of the coal is extracted
in the Krasnoyarsk Kray and the Kuzbass.
In 2005, the consolidation programme for coal and power assets, launched in 2004,
was successfully completed, making SUEK the largest coal mining company in Russia,
and also the country’s largest private investor in the production of electric power. By
the end of 2005 SUEK owned blocks of shares and equity in 68 coal mining, service,
and transport companies, and in 22 power-producing companies.
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SUEK COAL MINING LOCATIONS

The size of SUEK’s shareholding in coal mining companies enables it to manage those assets
effectively; it is either the sole shareholder, or owns more than 75% of the shares of 75% of
its coal mining, service, and transport enterprises. It also owns stock in those power compa
nies which are located in the regions it believes to be the most promising for future develop
ment in energy systems.
By consolidating its assets SUEK is now the second-largest shareholder (after RAO UES) in
Russia’s power industry. It has interests in power companies in ten regions of Siberia and the
Russian Far East, and is a blocking minority shareholder in 75% of them.
SUEK’s ownership of shares in those companies not only promotes its strategic goals, but
also helps to strengthen regional power systems as a whole. The Company sees its integra
tion into the electricity-generating industry as a step towards greater corporate sustainabili
ty. Industrial development, increased power generation, and greater energy consumption
will, in turn, create greater demand for coal.
FINANCIAL AND ECONOMIC PERFORMANCE*
A number of factors, including a drop in coal prices on the international market, a more slug
gish increase in the price of coal compared with other power sources on the domestic mar
ket, price freezes in some market segments, and an increase in the cost of rail transport,
adversely affected the Company’s financial position in 2005. Annual earnings, at 44.45 bil
lion roubles, were 0.89% less than in 2004. At the same time, however, net profit increased
by 35.5%. The reduction in earnings resulted from market conditions, while the increase in
net profit was achieved through controlling costs (including the reduction of logistical costs
through integration of transport) and good economic management. The bulk of SUEK’s earn
ings arise from coal sales; in 2005 the value of its capital assets increased by 85%, to 46.88
billion roubles, and the value of its net assets quadrupled to reach 24.36 billion roubles.
* This section discusses the results of SUEK’s financial and economic performance, excluding its affiliates and
subsidiaries. The information was prepared in accordance with the Accounting Standards of the Russian Federation.
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SUEK: STRATEGY

Strategic priorities
In the long term, SUEK aims to become a
world-class power company in accordance with
the following Performance Indicators (PIs):
efficiency;
stable profitability on capital investment;
product quality;
innovation;
health and safety;
environmental responsibility;
social responsibility;
personnel management.

In 2005 the Board of Directors adopted a
Five-Year Strategic Development Programme to
promote efficiency and strengthen the Company’s
position in the world coal market. The programme
defines, and sets out how to achieve, the
Company’s goal of becoming a world-class coal
and power company. SUEK plans to reach a level
of efficiency, productivity, safety and environmen
tal protection equal to that of leading internatioal
companies. It has, therefore, set production, tech
nological, investment, management, personnel,
and social objectives.
The Strategic Development Programme establishes
the following goals:

27

MARKET GOALS

Reinforce SUEK’s leading position in the
Russian market by meeting customers’ needs,
improving quality of service, and shaping the struc
ture of the market.

Improve export positions by establishing
long-term relationships with international customers
and partners, and guaranteeing the shipment of coal
with competitive characteristics for specific markets.

Become a preferred partner for customers in
high-priority national and regional markets.

EFFICIENCY

Maintain competitive costs and production
rates through innovation and efficient enterprise and
project management.

Ensure maximum efficiency in coal sales on
the domestic and export markets by optimising logis
tical costs.

Maintain sufficient financial security to avert
crises and reinforce strategic investment opportuni
ties.

HUMAN RESOURCES,
SOCIAL POLICY, AND SAFETY

Improve the qualifications of personnel at all
levels of operation and management to achieve
strategic goals.

Introduce an efficient system of motivation
and compensation that will promote the Company’s
goals and sustain a competitive advantage on the
labour market.

Comply with international health, safety and
environmental standards.

Introduce best international corporate gov
ernance standards and receive the highest corpo
rate governance rating possible for a Russian com
pany.

Maintain efficient interaction with regional
authorities and communities by increasing the
Company’s economic role and social significance.
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SUEK: INVESTMENT PROGRAMME
SUEK’s investment programme, the largest in the Russian coal mining industry, is
designed to increase the capitalisation of the Company and of its subsidiaries and affili
ates, and to underpin its competitive advantage and market potential. The volume of
investments increases each year: from 2001 to 2005 the Company invested more than
USD 400 million. In 2005 alone, investments totalled USD 210 million.

USD million

INVESTMENTS IN 2001-2005, USD million

SUEK’s investment projects contribute to the following objectives:

ensure a high level of industrial and environmental safety throughout the
Company;

take the businesses to a higher technological level by introducing up-to-date
high-productivity equipment and new technologies;

improve production efficiency and reduce costs;

increase productivity;

improve product quality;

ensure reliability of shipments;

standardise production equipment;

develop new production, transport and sales technologies;

reduce emissions of pollutants, and develop and introduce technologies for envi
ronmental protection;

exploit intellectual property commercially.
SUEK is involved in a range of activities, from the creation of optimal logistical systems
and efficient sales systems to investment in the modernisation and construction of coal
processing plants, and the expansion of available port capacities.
MODERNISATION OF INDUSTRIAL EQUIPMENT
In recent years SUEK has been conducting a large-scale technological upgrade of mining
equipment at its businesses. For example, in 2005 the Kirov Mine was equipped with the
latest highly productive longwall shearer, JOY 4LS-20, which has an intelligent control
system.
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Equipment of this class had not previously been used in Russia. The acquisition of the new shearer means
that, for the first time in Russia, automatic, remote-controlled longwall equipment, will be used, and there
will be no workers in the mining area.
At Mine № 7 (Sokolovskaya Investment Company) a new above-surface roadway was built; in other mines
nine suspended diesel locomotives and two surface ones were installed. During 2005 surface mines
upgraded their dump-truck parks. New BelAZ trucks were bought for the Tunguisky, Zarechny, and
Vostochno-Beisky open-cast mines, as well as for the Chernogorsk Coal Company and the Novoshakhtinsk
Open-Cast Department; new excavators and bulldozers were bought for the open-cast operation at
Maisky.

A. Tuleev
Governor of the Kemerovo Oblast
“We provide more than 56% of all coal in
Russia, and over 80% of coking coal. This
success is largely the result of rapid techno
logical modernisation, refurbishment of
existing coal mining enterprises, and the
construction of new ones. We sincerely
thank all the proprietors, shareholders and
managers of our mining companies for their
contributions. In the past six years alone,
nearly 60 billion roubles have been invested
in the industry, which meant launching 27
new coal mining enterprises.”

CAPITAL CONSTRUCTION AND DEVELOPMENT OF
INFRASTRUCTURE
SUEK is involved in a series of infrastructure projects
which enable more shipments of coal to be made and the
Company’s reliability as a fuel supplier to be improved.
Vanino port terminal
SUEK is one of the principal investors in the construction
of the Vanino port terminal in the deep-water Muchka
Bay. Construction of this terminal is part of the
Company’s project to build its own coal port on the
Russian Pacific. Vanino, a busy transport hub in
Khabarovsk Kray, is convenient for shipments to Japan,
South Korea, China, and other Asian countries, as well

as to Australia and the USA. The terminal, which is currently being designed, will be suitable for exporting
different types and grades of coal from various deposits. It will have an annual capacity of 12 million tons
and will provide facilities for long-term storage as well as unloading coal from trains into high-capacity
cargo ships.
SUEK is investing around USD 150 million in the project, which will replace the capacity at the port at
Vostochny. It plans to increase its exports to Asian Pacific countries.
Locomotive depot and processing plant at the Tunguisky open-cast mine
The construction of the locomotive and dump car depot at the Tunguisky open-cast mine (Republic of
Buryatia) was completed in 2005. The depot repairs and services locomotives at Tungui. The facility previ
ously had to send rail equipment for repair to Cheremkhovo and Ussuryisk, or even to the Baltic countries.
A second project at the Tunguisky pit involves the construction of a modern preparation plant which has a
processing capacity of 4.5 million tons of coal a year. The coal concentrate produced will be much higher
quality than the current product: ash content will be reduced by an average of at least 40%, moisture con
tent will be approximately 20% lower, and the caloric value will increase by 7.5%.

30

SUEK is considering the construction and refurbishment of several plants at its Kuzbass, Irkutsk, and
Khakasia locations.
OPTIMISATION OF RAILROAD SHIPMENTS
SUEK is working on a number of important projects to optimise railroad shipments. In Kemerovo Oblast, a
second exit from the Terentyevskaya station to the access track of the Vostochny Kuzbass company resulted
in a 60% increase in the station’s capacity. In the fourth quarter of 2005, to expand capacity further, the
Company began to construct five electrified tracks 1,500 metres long. These will increase coal shipments
by 10-11 million tons a year. In addition, development of the transport infrastructure enables the Company
to pay better rates for coal shipments.
INVESTMENT PROJECTS IN 2006
SUEK’s investments in power assets promote the development and modernisation of the coal-power indus
try, while taking the coal mining industry to new levels of quality and environmental awareness.
In 2006 SUEK continued its large-scale investment programme when it invested more than USD 250 million
in industrial modernisation, increased safety, development of the transport infrastructure, and the construc
tion of new preparation facilities.
The largest investment projects in the year were: the construction of the Vanino bulk terminal in the Muchka
Bay and of the Tungui preparation factory; the increase in capacity of the November 7th mine; and the
development of production capacity of the Taldinskaya-Zapadnaya-2 mine and Mine No 7 (Sokolovskaya
Investment Company).
PROSPECTIVE INVESTMENT PROJECTS
Investments in
increased
productivity (existing
capacities)

Increasing production at the mines in Kiselevsk (Kuzbass) from 9.1 to 14.3 mil
lion tons.
Increasing production at the Tunguisky open pit (Buryatia) from 4.8 to 8.5 mil
lion tons in 2010.
Development of production at the Kirov mine and the November 7th mine
(Kuzbass).

Investments in quality

Construction of a preparation plant at the Tunguisky open pit.
A programme for refurbishment and construction of new preparation facilities
in the Kuzbass.

Logistics

Construction of a bulk coal terminal at the Vanino port (the Tatar Strait, Russian
Pacific coast) with capacity for transhipment of 12 million tons of coal a year.
Refurbishment of the Terentyevskaya railway station in Kiselevsk, and other
investments in increasing the rail infrastructure capacity in the Kuzbass and
Irkutsk Oblast.

Distribution

Construction of the Company’s own system of coal distribution for utilities and
household consumption.

Investments in future
growth

Research into the feasibility of constructing a preparation plant for the Urgal
deposit (Khabarovsk Kray), of increasing sub-surface extraction from 1.2 mil
lion to 4.5 million tons, and of moving to exporting coal from the Urgal
deposit.
Pilot production of semi-coke from lignite at the Berezovsky open pit
(Krasnoyarsk Kray).
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CORPORATE GOVERNANCE:
UP-TO-DATE APPROACHES
In 2001-2005 SUEK shareholders consistently focused on reforming the corporate governance system. In
2005 SUEK made significant changes in its senior management, which now includes highly professional
managers who are able to achieve the Company’s strategic objectives.
By the end of 2005, SUEK had established the following corporate governance structure, which is in line
with international standards. It enables efficient assessment and analysis of the economic situation, realistic
projections, and the prompt implementation of managerial decisions:
General meeting of
shareholders

Board of Directors
Committee for Strategy,
Investments, Macroeconomic,
and Environmental Issues

Personnel and Compensation
Committee

Budget, Audit, Risks,
and Internal Control
Committee

General
Director—
Management
Board
Chairman

Functional
subordination

Management
Board

Administrative
subordination

Internal Control and Audit
Department

OAO SUEK
Production

Department for Safety,
Manufacturing Control, and
Ecology

Power-generation

Finance and economy

Sales

Personnel management, social
issues, and administration

Supply

PR and GR

Transportation

Reform

Strategy

Cost optimisation
Legal service
Functional subdivisions of the headquarters
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Chairman and members of
the Board of Directors are
not executive managers of
the Company.

General governance of the Company is performed by the Board of
Directors. To make its decision-making more effective the Board of
Directors involves independent directors with successful records in
leading Russian and foreign companies. Independent directors are in a
majority on the Board.

In 2005 the SUEK Board of Directors completed the creation of its committees. The Board of
Directors’ committees make the Board’s work more productive by conducting discussions
of issues before they are presented to the Board. The committees engage authoritative inde
pendent experts in their discussions.
The Personnel and Compensation Committee helps the Board of Directors to recruit
qualified managers and create favourable working conditions. It is also involved in the devel
opment of SUEK’s social policy, organisational structure and corporate governance. The
Committee devises the system of motivation, evaluation and compensation for the Board of
Directors, the General Director, members of the Management Board, other key managers
and members of the Comptroller’s Commission.
The Budget, Audit, Risks, and Internal Control Committee supports the Board of
Directors in supervising the Company’s financial and economic operations. Since the Board
of Directors considers implementation of the most costly projects, decisions concerning them
must be based on comprehensive analysis, which is the remit of the Committee.
Committee for Strategy, Investments, Macroeconomic and Environmental Issues
supports the Board of Directors’ decision-making on increasing the Company’s long-term effi
ciency.
The General Director and the Management Board of SUEK
are responsible for the day-to-day management of the Company and
oversee the implementation of decisions made by the General
Shareholders’ Meeting and the Board of Directors. The new
Management Board was established by the Board of Directors in
2005, with the assistance of the Personnel and Compensation Committee. To represent the
broad geographic range of SUEK accurately, and to promote balanced decision making, the
Management Board includes members from regional offices as well as from headquarters.

Neither the Chairman nor
the members of the
Management Board own
SUEK shares.

To improve corporate governance, the Company created the Internal Control and Audit
Department in 2005. The principal tasks of the department are: supervision of strategic
projects and components of the Company’s operation; efficient communication with the man
agement and the optimisation of decisions; assistance to the Board of Directors and the
Budget, Audit, Risks, and Internal Control Committee; and provision of objective, timely, com
plete and accurate information to them. The Department assesses the safety of assets, the
quality of reporting against Russian and international standards, and the effectiveness of the
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corporate governance and risk management systems. It also assesses whether internal
organisational and managerial documentation complies with laws, regulations, best
international practice, decisions of the governing bodies, and the strategic goals and
interests of shareholders.
Establishment of the Internal Control and Audit Department was the final step in the
creation of SUEK’s financial and economic control system, which also involves the
Board of Directors; the Budget, Audit, Risks, and Internal Control Committee; the
Comptroller’s Commission; and an independent auditor. The system helps to improve
the effectiveness of investment programmes while, at the same time, controlling and
minimising investment risks.
In 2005 the Board of Directors made a number of decisions with the objective of
increasing the Company’s transparency and introducing up-to-date corporate gover
nance principles.
An important step in this process was the adoption of new regulations and changes to
current internal documents. The new documents and changes comply with require
ments spelt out in the Code of Corporate Conduct recommended by the Federal
Securities Commission, and best international practices, including the Principles of
Corporate Governance developed by the Organisation for Economic Co-operation
and Development. In that context, the principal achievement was the adoption of the
SUEK Code of Corporate Conduct. The document asserts the main principles of the
Company’s operation: maximum transparency, and a high level of responsibility to
shareholders, personnel, consumers, suppliers, and to society in general. The Code
ensures equal treatment of all shareholders: regardless of the amount of stock held,
each is given the same level of protection of their rights.
In 2005 SUEK was awarded the national prize for the establishment of an efficient sys
tem of corporate governance in the “Fuel and Energy Complex” category.
The Board of Directors decided to prepare the Company’s 2006 accounts to meet
International Financial Reporting Standards (IFRS). These recently introduced
standards, which demand a high level of disclosure to shareholders and investors, will
increase the Company’s financial transparency.
A further important step was the adoption of a system of motivation and compensation
for members of the Board of Directors, General Director, and other senior managers.
This is based on an evaluation of their performance against Key Performance
Indicators (KPIs) which include corporate performance indicators as well as indica
tors of individual performance. The system establishes a coherent relationship between
compensation and results; it helps to recruit, sustain, and encourage highly professional
managers, while promoting the implementation of strategic business goals and tasks.
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RISK MANAGEMENT

In its operations, SUEK deals with unavoid
able risks that, under certain conditions,
could have a significant impact on produc
tion and financial performance. The
Company’s risk management strategy aims
at preventing and minimising the potentially
negative financial and economic impact of
those risks.
The classification adopted by the Company,
identifies the most significant risks as industri
al, legal, financial, and country- and
region-specific. Since SUEK’s operations
cover a large geographic area in Eastern
Siberia and the Russian Far East, the regional
risks are widely spread.
In the process of developing its corporate
strategy in 2005, the Company carried out
its first comprehensive analysis of strategic
risks; it assigned the responsibility for critical
risks to senior managers, and defined meas
ures to decrease their incidence and/or
impact. During 2006, SUEK introduced a
comprehensive Risk Management System
based on international best practice for risk
management to help ensure the long-term
stability of its operations.
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CORPORATE SOCIAL
RESPONSIBILITY PRINCIPLES

The implementation of corporate social responsibility principles is a critical compo
nent in SUEK’s strategy. While developing its business, ensuring its stability, and
working on long-term projects, the Company is acutely aware of its responsibility
to society.
SUEK’s corporate social responsibility entails a conscious acceptance of obliga
tions to its staff and internal organisations, as well as to external entities, such as
partners, public associations, and government bodies. As a result, the Company is
unconditionally committed to compliance with laws and regulations, and to mak
ing a voluntary contribution to social projects. It is aware that a new level of social
responsibility can be achieved only through a combination of up-to-date
approaches to management and new technologies.
SUEK’s industrial assets are in eight regions of the Russian Federation; its businesses
shape the economies of cities and are vital elements in regional infrastructures. The
stability of the socio-economic development of these areas is an important element
in the Company’s success; similarly, that success, which results in the payment of
extra taxes and the generation of additional jobs, is a prerequisite for the sustain
able development of these sites.
SUEK interacts with a number of key stakeholders – employees, partners, con
sumers, local communities, and federal and regional governments – and maintains
a permanent dialogue with them. These relationships are all based on honesty,
openness, complete fulfilment of obligations, partnership, mutual respect, and con
sideration of each other’s interests. SUEK promotes and implements the following
principles.
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General principles

SUEK believes that a strict adherence to legal and broadly accepted
moral and ethical principles in business is an important and vital element in cor
porate culture. The company scrupulously abides by laws and introduces stan
dards of corporate conduct into everyday practice;

SUEK embraces and develops dialogue with its stakeholders. It believes
that the sustainable development of its business depends on the sustainable
development of society as a whole. Corporate understanding of social expecta
tions includes making a voluntary contribution to social progress. SUEK aspires
to live by ideals of “corporate citizenship” that equate a company to a socially
responsible citizen.
Personnel

training its staff in safe working techniques and providing health and
safety information is in constant focus. SUEK takes all necessary measures to
ensure workplace safety;

SUEK believes that exceptional industrial and economic results can be
achieved only through the realisation of employees’ professional abilities. It
focuses on creating conditions which provide ample opportunities for its staff to
discover and develop their abilities and talents while offering them competitive
pay and fair social benefits;

SUEK aims to create a team in which the interests of its employees con
flate with those of the Company: it sees its employees as partners and respects
their opinions and civil rights. Employees are kept informed about the work of the
Company;

SUEK appreciates, however, that its corporate responsibilities stretch
beyond the interest of its current employees. It also fulfils its responsibilities to
their families and to retired workers. Children are another focus of SUEK’s social
policy.

Partners and customers

SUEK’s goal is to provide safe, high-quality products that meet cus
tomers’ needs and expectations. It values its reputation as a reliable supplier;

SUEK develops mutually beneficial long-term relationships with its part
ners. It is of the view that strategic co-operation helps to improve performance,
ensure stability, and provide a perspective beyond the immediate future;

SUEK co-operates with partners and suppliers who share its corporate
social responsibility vision. It believes that sustainable social development
should be an issue of widespread interest.
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Local communities



SUEK recognises the importance of contributing to the improvement of

social stability in the regions in which it operates. It promotes balanced social and
economic development in mining cities and towns and works to improve living
conditions;


SUEK responds to the needs and issues of a range of social groups. It con

tributes to charities and sponsors or co-operates with a number of foundations and
organisations;


SUEK pays attention to the social environment. It responds promptly and

constructively to public opinion and acknowledges urgent social problems;


SUEK is convinced that environmental protection demands specific and

permanent attention. It embraces the concept of environmental responsibility;


SUEK is aware of the environmental impact of mining and coal extraction.

It takes all possible measures to protect and restore the environment by using
effective recultivation.

The state



unquestioning compliance with the law and government policy is a funda

mental principle of SUEK’s work;


SUEK makes an intellectual input to socially significant projects. Company

experts take part in co-ordinating councils, consultative and other advisory bodies,
in conferences and hearings;


decisions on participation in the social and economic development of

regions are made in collaboration with regional governments. In all the regions in
which the Company operates, it has signed agreements on social and economic
co-operation.

The principles of corporate social responsibility reflect the Company’s working
techniques and business practices. These principles are integrated into SUEK’s
day-to-day operations and form the basis for decision-making and determination
of its future corporate development.
The Company is confident that long-term economic and social development,
together with increased efficiency, are possible only if the interests of all stake
holders are taken into account. SUEK bases its sustainable development on the
principles of corporate social responsibility.
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SOCIAL AND LABOUR RELATIONS

SUEK believes that the “human factor” is a key to better performance and
has, since its inception, emphasised the importance of social policy.
In the 1990s coal mining companies faced major social problems. A general
crisis in the Russian coal mining industry was accompanied by numerous
employee protests which resulted from huge arrears in wages, a lack of
attention to the needs of the staff, and a reduction in the funding of social
programmes.
The businesses that became part of SUEK were no exception to this rule.
Today, however, the Company is proud to report that those negative social
factors have been eliminated. The Board of Directors and management
have implemented a personnel management system which is based on a
balanced social policy that promotes the businesses’ stable and highly effi
cient operation.

SUEK is a well-knit collective
of 44,000 highly-competent
people.

During the first five years of its history, SUEK’s principal goals
included improving the productivity of its employees and finding
employment for redundant workers; development and training;
elimination of wage arrears; and creating an efficient reward sys
tem. By improving its staff’s competence, developing a corporate culture
and guaranteeing a competitive level of benefits and wages, between
2001 and 2005 SUEK was working towards a steady increase in labour
efficiency, management and business process. This gave it a competitive
advantage and has made it a leader in Russia’s coal mining industry.
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PERSONNEL CHARACTERISTICS AND HUMAN RESOURCES POLICY
SUEK has 44,000 staff working in eight regions of the Russian Federation.
EMPLOYEES BY REGION OF OPERATION, 2005, %

Specialised human resources and social issues departments have been established in all the
Company’s business units to enact its personnel and social policy. Co-ordination of these
departments, together with the development of a unified approach to personnel manage
ment are carried out at SUEK headquarters.
PERSONNEL BY AGE, 2005, %

PERSONNEL BY FUNCTION, 2005, %
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The Company’s well-defined personnel policy ensures the stability of the work force. To
capitalise on this, a number of special programmes is planned.
PERSONNEL BY TURNOVER, 2005

A programme for the creation of jobs for
redundant coal industry employees and
young people, including secondary school
students
Irkutsk Oblast

1.5 million roubles allocated for the
launch of a facility for the water-based dispersion
of varnishes and paints at the Khimik factory in
Cheremkhovo (15 jobs for redundant workers);

2 million roubles allocated to setting up
the production of mid-sized sectional automotive
bridges and specialised automobiles at the
AvtoSpetsDetal factory (20 additional jobs);

2 million roubles allocated to
Construction Technologies (20 additional jobs);

9 million roubles allocated to create a
timber mill, EcoSibProm, in Tulun (90 jobs).
Krasnoyarsk Kray
In the summer of 2005 SUEK invested 1 million
roubles in a joint programme with the
Krasnoyarsk Federal State Employment Service
which created 410 jobs for young people, prima
rily children of Company employees.

When it launches production at a new site, such as
the Sokolovskaya Investment Company and the
Kotinskoye Mining Department (Kiselevsk,
Kemerovo Oblast), SUEK creates jobs. At the
same time, it introduces new technologies and
modernises equipment, and rationalises staff by
trimming superfluous jobs where necessary. This is
all carried out in total compliance with the law.
When significant staff cut-backs have to be imple
mented, SUEK employees are protected by special
programmes: the Company covers the cost of
retraining, their professional training, and intern
ships.
In line with its “Procedure for Allocating Funds to
Provide Jobs for Redundant Employees” SUEK
acknowledges certain financial obligations.
Regional governments and external commercial
companies also take part in the programme; SUEK
gives them loans at discount interest rates to create
new jobs. In order to stabilise society in the regions
in which it operates, and in compliance with a pro
gramme approved by local governments, in 2005
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the Company allocated 14.5 million roubles (com
pared with 5.5 million roubles in 2004) for a pro
gramme in Irkutsk Oblast, and 1 million roubles
(compared with 700,000 roubles in 2004) in
Krasnoyarsk Kray.
The effectiveness of the Company’s personnel man
agement has been independently recognised: its
Human Resources and Social Issues Department was
awarded an Honorary Diploma in the first Russian
national competition, “Best Russian HR Department
2005”, for the successful implementation of a per
sonnel policy in the market economy.
The Company makes extensive use of best interna
tional HR management practices. In 2005, it put in
place a number of personnel policies and proce
dures to formalise processes and create conditions to
improve human resources potential and to imple
ment current and long-term development plans. In
the same year the Board of Directors approved poli
cies for personnel management, for estimating per
sonnel needs and for recruitment. These policies,
together with a personnel selection procedure,
became effective in 2005.
The personnel management policy promotes the
most efficient use of the Company’s human
resources. Over a period of time it will create a uni
fied and integrated corporate environment which
will align the interests of employees with those of the
Company. As the policy contributes to the develop
ment of a corporate culture, employees will have a
clearer understanding of the Company’s goals and
objectives. The policy sets out approaches to person
nel management, the recruitment and selection of
staff, training and development, remuneration and
bonuses, social partnership, and workplace safety.
A range of supplementary policies and procedures
for the integration of personnel, continuity planning,
development of a human resources’ reserve, and
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regulations on mentoring and supervision are undergoing the approval process.
Many other aspects of HR policy, including policies on staffing procedures, com
pensation and benefits, are being developed.

GUARANTEES OF EMPLOYEE LABOUR RIGHTS
Observance of labour rights, spelt out in international and Russian law, is an inte
gral part of SUEK’s social policy. The Company is guided by the UN Universal
Declaration of Human Rights, the Labour Code of the Russian Federation, and col
lective bargaining agreements. It has adopted a Code of Business Conduct – an
internal document that establishes standards for interaction between the
Company and its staff.
Natalia Novikova’s formula for success
Natalia Novikova used her determination to realise
her childhood dream of working on the railway.
After she graduated from the Novokuznetsk Mining
Transportation College she began to work at the sta
tion in Borodino, Krasnoyarsk Kray. She progressed
to head of maintenance, then to deputy head of
operations. She combined work with studying at the
Irkutsk Railway Institute.
In 1999 Natalia became the head of the Borodino
Cargo and Transport Department which serves coal
mining companies. She supervises a yard of over 40
locomotives and 164 km of track. Her department
transports around 35 million tons of cargo a year.
Natalia reduced the number of cars needed on
trains when she developed a new technological
process which changes the order in which trains run
between stations. The repairs and maintenance that
her department provides have helped SUEK
increase its productivity. Rather than waiting for a
problem to arise, she knows to prevent it: “I demand
a responsible attitude from everyone, and I always
say to my deputies: ‘Turn your brain on. Think.’”
Natalia has been awarded the Medal of Miners’
Honour in three categories. In 2005 she received a
letter of commendation from the Krasnoyarsk Kray
government. Honesty, effectiveness, and, above all,
devotion to her work are the main components of
her formula for success.

SUEK employs men and women of different eth
nic background, age, and education. The only
criteria used for hiring are professional qualifi
cations and acceptance of the Company’s cor
porate values. Each employee, at all stages of
his or her career, is guaranteed equal opportu
nity. The Company complies with all regulations,
Russian and international, adopted by the UN
and the European Council and ratified by the
Russian Federation, which provide for equal
opportunity and eliminate discrimination.
Employees of all ages successfully realise their
potential with the Company. Many of them have
more than 20 years’ work experience.
Even though the law limits employment of
women in underground and open-cast mines,
more than 26% of SUEK's staff is female, and
over 10% of those women hold managerial
positions.
A striking example of how opportunities are
provided by the Company to all categories of
employees is the story of Natalia Novikova, the
head of the Borodinо Cargo and Transportation
Department (please see the text box).
The Company guarantees the right to equal
opportunity. If they think it is necessary, employees
can refer to managers, the personnel and legal
departments, or a trade union.
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SUEK guarantees fair and
favourable working condi
tions and limited hours.

Each employee of the Company has the right to annual paid holiday;
those who work in difficult and/or hazardous conditions, or who work
unrestricted hours, are entitled to additional paid leave. Female staff
may take maternity leave before and after the birth of their children.

The Company does not make employees work overtime without their agreement.
New employees are informed of working hours and the likelihood of working over
time or on shifts when they are taken on. Those who do work overtime receive a fair
rate as specified by the Russian Labour Code.

The Company complies with Russian laws on child labour, and with the International
Labour Organisation Convention No 138, which sets the earliest age of employment
as being at the completion of compulsory education.

84% of SUEK employees are
members of trade unions.

SUEK employees enjoy the unrestricted right to create and join unions.
Two independent trade unions operate at the Company’s businesses:
the Russian Independent Trade Union of Coal Miners and the
Independent Miners Union of Russia. More than 84% of SUEK work

ers belong to one or the other. In compliance with the Russian Labour Code, and
agreements with the unions, management provides the necessary conditions for the
operation of the unions’ elected bodies, including rent-free heated office space,
means of communication, and meeting spaces.

EMPLOYEE TRAINING AND ADVANCED TRAINING
The Company wishes to create the best conditions for employees to develop and
realise their intellectual and professional potential. It believes that investment in basic
and advanced training is necessary and justified.
Between 2001 and 2005, SUEK established a personnel training sys
Employees are offered semi
nars and training at 21 edu
cation institutions. SUEK is
in the process of creating its
own Corporate University.

tem that, by matching its business goals, aims at professional growth,
increased productivity and better employee understanding of corpo
rate values. It enables staff to improve qualifications, attend special
courses, and learn new professions and technologies, including some
that may be in addition to those used in their current roles. The SUEK
training system involves workers, technicians, and office employees,
including top management.

Training is designed to be comprehensive while striking a balance between current
and anticipated tasks.
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AVERAGE TRAINING HOURS PER EMPLOYEE BY CATEGORY, 2005

Corporate University

SUEK’s regional educational net
work, which could train up to

SUEK has founded a Corporate University to provide personnel

15,000

people,

training and development. Its programmes are expanding to

licensed

educational

cover all categories of employees. The Company views it as a

staffed by professional educators.

common corporate information environment which will over

Training is also carried out by the

come the geographic remoteness of the Company’s businesses.

Company‘s engineers and man

includes

21

institutes,

agers who have vast practical expe
The concept of the University is that it should provide a range of

rience. Training and state certifica

education which meets the specific industrial and corporate

tion in industrial health and safety is

needs of individual groups of trainees. Significant attention will

a priority and managers receive

be paid to discovering employees’ potential and to developing

training and certification at regional

their managerial skills and functional competence; the

centres as well as at the Moscow

University will also enable staff at all levels, and in all occupa

Centre

tions, to share expertise. Individual training and plans for pro

Retraining and Certification.

for

Industrial

Safety

fessional advancement will be designed for training industry
specialists and the University will also design a system for the
selection and training of a human resources’ reserve.
In addition, the University will contribute to an integrated corpo
rate culture throughout the Company and will help to prepare
and distribute corporate management standards and a common
understanding of business technologies. It will promote
high-quality management, improved technological processes,

Various

training

programmes

involve more than 30% of the
Company’s employees each year.
In addition to specialist centres,
training and advanced training are
carried out on the job and at
state-run schools.

and new technological solutions. The project’s aim is to estab
lish the best working conditions, efficient communication, and

Coal mining companies are current

professional growth and development for all employees, which

ly faced with an aging work force.

will, in turn, contribute to SUEK’s strategic goals.

To overcome the risk of a decline in
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general qualification of staff and, therefore, of a concomitant reduction in productivity as the
most qualified workers retire, the Company focuses on recruiting young people. Through
agreements between the Company’s businesses and a number of state-run schools, employees
receive special and advanced training, and students undertake internships. In 2005 SUEK com
panies hired 500 young people.

In addition to co-operating with state-run schools, SUEK creates its own training centres for
people who want to become technologists, gain an additional qualification, or be retrained.
Many of these are between 18 and 25 years old. For example, the training centre at the
Kharanorsky open-cast mine trains future operators of excavators, bulldozers, and drill rigs, as
well as those who want to become battery assemblers, miners, track-maintenance workers,
mechanics, BelAZ truck drivers, and others. The teaching is by the staff of the Kharanorsky mine
and by trainers from the Chita School of Mining. At the end of training each graduate receives
a qualification and a certificate.

In 2005, the Company invested 26.4 million roubles in training its staff, of which 10.9 million
was allocated for workers and 15.5 million roubles for managers. The Corporate University,
which is to become the main centre for education and personnel development, launched pilot
projects during 2006.

COMPENSATION

An effective remuneration policy motivates employees and makes a company competitive in
the labour market. SUEK’s systematic approach takes corporate business strategy, the rate of
productivity growth, and conditions in the market into account. The Company’s compensation
and bonus system aims to stimulate productivity, and enable it to meet its production and coal
extraction plan, and to ensure product quality.

As a socially-responsible company, SUEK strives to provide good social benefits to its staff. In
2003, in order to develop a common social policy and increase the level of protection for its
employees, the Company proposed the signing of agreements on social and economic partner
ship in all operating regions. By 2004 agreements which define social and labour relations
between employees and employer existed in all regions. They set out the following main prin
ciples and obligations:


the Company ensures compliance with all laws and regulations on compensation,

labour legislation, and tax payments;
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the Company periodically adjusts wages against inflation;



the Company takes steps to raise real wages.

The Company’s system of remuneration is based on internal impartiality combined with exter
nal competitiveness. SUEK demonstrates a responsible attitude to all aspects of employees’
wages, particularly in meeting payment deadlines.

Wages are maintained at the level specified in the Industrial Tariff Agreement. While they are
indexed every quarter against the Russian consumer price index, the Company also aims to
raise the real wages of its employees. From 2001 to 2005 wages increased by 2.3 times, sub
stantially ahead of inflation. Average wages at SUEK are higher than the national average,
and higher than those of other industrial workers. In 2004 SUEK employees’ wages were 37%
higher than average in Russia, in 2005 they were 42% higher.

To improve the management of the compensation system further, in 2006 the Company devel
oped the concept of an integrated system which would:


set a reasonable balance between wages of staff in different positions;



increase employee motivation;



maintain the competitiveness of wages in changing market conditions.

This concept applies to all levels of management and industrial units.

roubles

WAGE DYNAMICS IN THE RUSSIAN FEDERATION AND
AT SUEK COMPANIES, 2001-2005, roubles
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BENEFITS INCLUDED IN PARTNERSHIP AND
COLLECTIVE BARGAINING AGREEMENTS
Agreements on social and economic partnership define employer responsibility for social guaran
tees, benefits, and compensation provided to SUEK staff, and constitute a basis for collective bar
gaining. Collective bargaining agreements cover more than 90% of SUEK staff.
In 2005 SUEK spent around 1 billion roubles on implementing collective bargaining agreements and
corporate social programmes.
DISTRIBUTION OF ASSETS FOR THE IMPLEMENTATION
OF COLLECTIVE BARGAINING AGREEMENTS, 2005

An important element of the Company’s social policy is the provision of benefits that protect
SUEK employees on a regular and an emergency basis.
Healthcare
The Company provides workers with vouchers to resorts and sanatoria and reimburses their
travel expenses to holiday destinations. It pays for a number of healthcare services.
Help in emergencies
The budgets of the Company’s businesses include a provision for special emergency payments
for employees. Financial aid is provided to deceased workers’ families and to those families
who have lost their breadwinner, as well as for the burial of close relatives, for workers with
many children, for financially underprivileged workers, for single mothers, and for employees
who are experiencing family difficulties or other problems.
Care for children and families
Each year the Company funds a summer health improvement campaign for its employees’ chil
dren. SUEK pays for family travel to and from a holiday destination, provides financial help to
families with many children, and helps organise recreation for children.
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SUEK supports
Company veterans

Assistance for former employees
The Company is conscious of the needs of former
employees who had spent a significant part of their lives
working at its coal mining businesses. For example, miners
employed by the Borodinsky open-pit enterprises which
are affiliated with SUEK, receive a one-off bonus pay
ment on retirement, equal to 15% of an average month
ly wage for each year they have worked in coal mining.
Those awarded the Medals of Miners’ Honour and all
categories of Labour Honour, or with an Honorary
Medal of the RosUgleProf union, receive 25% more.
Collective bargaining agreements at other SUEK com
panies also provide for various payments to retired
workers.
The social package for pensioners and veterans includes
free coal. Around 15,000 miners and retired miners at
the Leninsk-Kuznetsky affiliate of the Company receive
more than 95,000 tons of free “bonus” coal each year.
War and labour veterans, as well as pensioners, are
given vouchers to health resorts which have a wide
range of medical services at discount prices. On retire
ment, labour veterans are in particular need of daily
attention: SUEK funds home renovations and the pur
chase of necessary medications while helping them deal
with other issues.

The Company allocates significant funds to
support its retired workers. In 2005, it spent
nearly 28 million roubles on financial aid to
pensioners, and free coal for domestic use
is provided and delivered.
The Company also provides other social
benefits including:
-

payment of bonuses for long service;

-

one-off bonuses at retirement;

-

payments for extra leave (in addi

tion to statutory leave);
-

additional bonuses to women on

maternity leave.
Following market economy principles,
SUEK consistently divests non-core assets.
In accordance with plans approved by
management, between 2002 and 2005 the

Summer holidays for employees’ children
In the summer of 2005, children of SUEK employees in
Tulun spent their vacations at one of two health resorts:
Kedr in Sayansk and Geolog in faraway Tuapse.

Company transferred a number of non-core
assets to municipal ownership. In 2005
alone 113 items, including houses, chil
dren’s camps, campgrounds, automotive
roads and other assets, were transferred.
The transfer of infrastructure components to

Each child’s holiday cost more than 10,000 roubles, but
SUEK covered 90% of the cost. The Company provided
vacations for everyone who applied: from the town of
Algatui alone, where workers at the Mugun open-cast
mine live, 117 children were sent to resorts.

municipal ownership, which is now almost
complete, is usually on condition that SUEK
continues to pay for maintenance. The
approved list of non-core assets of SUEK
affiliates and companies includes around

For Siberian children, the Black Sea coast seems almost
as exotic as a fairytale: beautiful landscapes, mountains,
rocks, mountain rivers, and waterfalls. Nor did those
who went to Kedr in Sayansk feel deprived: their health
was taken care of by experienced paediatricians, and
the entertainment programme included exercise at
sports grounds and tennis courts, shows and excursions.
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80 pieces of property, which in 2005 cost
more than 100 million roubles to maintain.
SUEK’s social policy achievements have
been recognised by experts, trade unions,
and government bodies.

The Company was one of the winners of the “Business Year 2005” competition in
Krasnoyarsk Kray. Independent experts noted SUEK’s responsible policy and its social
projects to improve living conditions in communities.
The Company was also awarded a Certificate of Honour by the Federal Energy Agency
and the RosUgleProf trade union for “social development and improvement of well-being
and living standards of employees in 2004 and the first six months of 2005”.

CORPORATE CULTURE AND MORAL INCENTIVES
SUEK is a young, dynamic company which is fully aware of the importance of establishing
its own traditions. To create a positive, favourable atmosphere in which workers are united
by common values, the Company strives to bring the corporate team together and to cre
ate an atmosphere of everyone contributing to corporate work, goals and objectives.
The Company conducts quite elaborate corporate celebrations, in which state officials and
trade union officers participate, on Miners’ Day and Company Day. It sees the costs of
these events as necessary items in the corporate budget.
To promote the active participation and creative initiative of its employees, and to increase
efficiency and the quality of work at its subsidiaries, SUEK since 2004 has conducted com
petitions among its enterprises. Winners are awarded the titles of:


best company;



best mining and engineering company ;



best economy and finance company ;



best health and safety company ;



best division;



best team;



best in profession.

Since 2004 the Company has introduced an incentive scheme as an additional motivating
factor. Any employee who has an excellent work record or who has made an outstanding
achievement may be given a corporate award (the SUEK Honorary Certificate or
Certificate of Appreciation from the General Director), or his parents might receive a
Certificate of Appreciation signed by the General Director. Corporate awards are usually
given on Miners’ Day and Company Day or when companies celebrate an important
event or anniversary.
In 2005 the Company awarded Honorary Certificates and Certificates of Appreciation to
more than 1,000 employees and 130 received industrial awards – the titles of Honorary
Employee of the Fuel and Energy Complex and of Honorary Miner, as well as Medals of
Miners’ Honour and Labour Honour, Honorary Certificates, and Certificates of
Appreciation from the Russian Federation’s Ministry of Industry and Energy.
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EMPLOYEE PARTICIPATION IN DECISION-MAKING AND
COMMUNICATING WITH THEM ABOUT THE WORK OF THE COMPANY
The Company is building an internal communication programme by developing existing infor
mation channels and considering the introduction of new ones. It wants to establish a system in
which all employees will be promptly informed of important changes in the work of the
Company and would have the opportunity to inform management about important events and
problems.
SUEK uses its corporate newsletter, regional mass
media, and special meetings to provide timely informa
tion to its employees.

SUEK’s information policy is based on proce
dures approved by its Management Board.
One of the main principles of the policy is a

transparent and true reflection of its work for target audiences, including employees.

The link

The Company routinely conducts meetings to
ascertain reliable information on the issues that

To provide timely and impartial information about cor
porate developments to each employee, in 2003 the
Company launched a monthly corporate newsletter,
The Coal Company; its circulation has subsequently
increased more than six-fold, to 7,000 copies. The
newsletter is now available to Company employees,
from Moscow to Khabarovsk.

arise at its companies and affiliates. These may



field meetings at regional offices;

The newsletter is primarily targeted at SUEK staff, but
is also distributed to representatives of regional and
municipal authorities in the cities and districts in which
SUEK operates. An electronic version is available on
the corporate website: www.suek.ru.



field meetings at subsidiaries.

be of the following types:


meetings at headquarters to discuss

plans for the coming year and to report on
implementation of previous decisions;

The monthly newsletter, The Coal Company,
which is distributed at all branches and enter
prises free of charge, is a useful source of
Company news. Independent local media

The newsletter provides commentary on important
Company events, publishes information on the coal
market, and disseminates reports by senior SUEK man
agers on the Company’s prospects and plans. During
a special survey in 2005, employees voiced their opin
ions on the newsletter, made comments and recom
mendations, and identified the most interesting sections
of the publication. In response, the newsletter launched
a new permanent section, The Digest, which is devoted
to international coal mining news. The information on
social programmes and events increased significantly,
as did the number of interviews with SUEK manage
ment.

which cover the work of the Company and its
businesses are also an effective source of infor
mation. For example, the Krasnoyarsk affiliate
holds live debates on local TV in which partici
pants discuss important issues, such as financial
benefits, wage increases, and the reorganisa
tion of businesses.
In 2001-2005 some affiliates and Company
businesses also used other means of informa
tion: newsletters, brochures, bulletin boards,
reports on accidents, health and safety, inter
nal discipline, and so on.
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SOCIAL PARTNERSHIP AS THE BASIS
FOR INTERACTION WITH TRADE UNIONS
SUEK makes significant efforts to maintain a stable environment at its companies and takes any
measures necessary to regulate social and labour relations. The management has established,
and maintains, working relationships with trade unions based on social partnership principles.
In 2001-2005, management and employee representatives established a system of interaction
to promote productive work, conflict-free resolution of disputes, and a clear definition of
respective parties’ rights and responsibilities. The system includes: agreements, collective bar
gaining agreements, meetings, and discussion of the results of their implementation.
There are two trade unions at the Company’s enterprises: the Russian Independent Trade
Union of Coal Miners (RosUgleProf) and the Independent Miners Union of Russia (NPG), which
have ten territorial and 61 grassroots union organisations. NPG has around 1,500 members
at SUEK subsidiaries, primarily in the Kemerovo Oblast.
Interaction with trade unions takes place at several levels:


industrial (with central bodies of the unions working at SUEK companies);



territorial (with local union bodies);



company level (with grassroots trade union structures).

SUEK is party to the Industrial Tariff Agreement for the Coal Mining Complex of the Russian
Federation for 2004-2006. The Agreement was also signed by the state bodies of the Russian
Federation.
SUEK’s

management

meets trade union leaders
on a regular basis to
resolve specific issues and
to help maintain a good
working relationship. The
implementation of obliga
tions accepted by the
Company is recorded in
minutes

of

meetings

between SUEK manage
ment and the chairs of ter
ritorial committees, as well
as in reports on the imple
mentation of the Industrial
Tariff Agreement for the
Coal Mining Complex.
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At a joint meeting on the implementation of the Industrial Tariff Agreement and of the
Framework Agreement for OAO SUEK in July 2005, SUEK’s implementation of its obligations
was confirmed. Trade union representatives noted the Company‘s increased social responsibil
ity during the period under review and its interest in resolving social problems in the future.
They made a number of suggestions for further improvements.

PERCENTAGE OF EMPLOYEES WHO ARE UNION MEMBERS, 2005
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HEALTH AND SAFETY

The coal mining industry traditionally records a high level of injuries and accidents. Insufficient
funding in the late 1990s forced coal companies to economise on everything, including safety,
which exacerbated the situation.
SUEK emphasises the importance of health and safety and makes every effort to reduce injuries
and increase efficiency at its businesses. In 2001-2005 the Company increased technological
and manufacturing discipline dramatically, and improved work logistics. Consistent efforts to
that end resulted in a 30% reduction in injuries in 2005 compared with 2001. The level of
injuries at the Company is now significantly lower than the average. The coal mining industry
– the most injury-prone industry in Russia – recorded 14 injuries per 1,000 employees in
2005. Injuries at SUEK companies were significantly lower – seven injuries per 1,000 employ
ees (down from ten in 2004).
REDUCTION OF NUMBER OF INJURIES
(ACCIDENT FREQUENCY RATE PER 1,000 EMPLOYEES)
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The Company uses a multi-faceted approach to minimising industrial accidents and injuries. To
create safe working conditions at each workplace, it first tries to improve mechanisation and
automation, and to introduce new equipment and up-to-date technologies.

CORPORATE POLICY FOR INDUSTRIAL SAFETY
In planning and supporting industrial and workplace health and safety procedures the
Company follows the SUEK Policy for Industrial and Workplace Health and Safety the main
principles of which are:
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ensuring industrial and workplace health and
safety through prevention of workplace injuries, acci
dents and incidents;

complying with international principles,
adhering to laws, industrial health and safety rules
and collective bargaining agreements, as well as
meeting other obligations accepted by the Company;

direct employee participation in the develop
ment of the industrial and workplace health and safe
ty policy through consultations with employees and
their representatives conducted by the Department
for Safety and Manufacturing Control;

permanent improvement of the existing man
agement system for industrial and workplace health
and safety;

placing a higher priority on employees’
health and lives than on industrial performance.
The corporate industrial safety activities are guided
by a number of internal documents that are regularly
updated, including:

The Policy for Industrial, Workplace and
Environmental Safety;

The System for Industrial Safety and
Conservation of Resources;

The
Regulation
on
Overseeing
Implementation of the Requirements for Work and
Resources Safety at Hazardous Industrial Sites;

The Sample Regulation for a Routing System
for Overseeing Implementation of Industrial,
Workplace, and Environmental Safety;

The Main Principles for Establishing a System
of Assignments at Enterprises;

The List of Accidents and Incidents Subject to
Investigation and Recording at Hazardous Industrial
Sites;

The Standard for Organisation and
Management of Industrial and Workplace Safety
Requirements at SUEK Enterprises.
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STRUCTURES FOR COMPLIANCE WITH
AND IMPLEMENTATION OF THE POLICY
The management oversees the continuous functioning of the industrial safety and
resources conservation management system and its efficiency.
To implement the industrial safety and resources conservation policy the headquar
ters of SUEK and its regional branches and subsidiaries have special health, safety
and manufacturing control departments.
In addition, SUEK has health and safety commissions that include trade union and
management representatives. The commissions participate in drafting sections on
health and safety in the collective bargaining agreement; co-ordinate employees’
and employer’s efforts to ensure that health and safety requirements are implement
ed and workplace injury and occupational diseases are prevented; and check work
place safety conditions and inform workers of the results.

IMPLEMENTATION OF THE POLICY
The Company assigns departments responsible for health and safety and manufac
turing to prevent accidents and emergencies and to reduce the risk of their occur
rence.
The Company’s training centres train or retrain employees in industrial, workplace,
and environmental safety, particularly where modern equipment that requires spe
cial training is in use.
The Leninsk-Kuznetsky affiliate holds monthly Safety Days; there is a dedicated
phone line for proposals on safety, and a mailbox for written comments (including
anonymous ones). The Company plans to introduce these means of communication
at other businesses.
A system of manufacturing control has been created to oversee industrial, work
place, and environmental safety requirements at hazardous industrial sites. The moni
toring of compliance with sanitary and epidemiological requirements includes a
five-yearly independent assessment of workplaces. Suppliers of personal protection
equipment, measuring devices, and fire-fighting equipment bid to supply the
Company. SUEK also has programmes in place to study international experience.
The Company allocates significant funding to ensure that working conditions are
safe, and to reduce or prevent workplace injury.
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SUEK health and safety measures include several tiers:


the introduction of new equipment and technology;


the acquisition of personal protection equipment, measuring devices, and
fire-fighting equipment;

the training, retraining, and evaluation of industrial, workplace, and envi
ronmental safety at hazardous industrial sites;


the treatment and prevention of diseases;



the assessment of workplaces, and other measures.

These measures are reflected in the Comprehensive Plans for Industrial and
Workplace Safety.

million roubles

FUNDING OF THE COMPREHENSIVE PLANS
FOR INDUSTRIAL AND WORKPLACE SAFETY, million roubles

The Company will continue to employ these methods. In 2006 SUEK will allocate
1,637 million roubles (more than 26% of its capital investments) to safety.
Implementation of the Comprehensive Plans for Industrial and Workplace Safety will
cost 981.5 million roubles, 1.34 times more than in 2005.

ASSESSMENT OF THE POLICY’S EFFECTIVENESS
SUEK meticulously records
and analyses all accidents,
emergencies, and incidents.

The existing system of industrial safety and conservation of resources
requires a systematic analysis of the policy’s effectiveness and the
development of new, up-to-date measures to ensure industrial, work
place, and environmental safety. The Company has developed a num
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ber of indicators that will evaluate the efficiency of health and safety pro
grammes: the total number of accidents, emergencies, and incidents; the
number of injured employees; the number of workdays missed through
injury; the number of accidents per thousand workers, etc.
In accordance with the Regulation on Internal Reporting of Injuries and the
List of Accidents and Incidents, SUEK promptly and comprehensively
records details of accidents and their consequences. The Company com
plies with the ILO Code of Practice on Recording and Notification of
Occupational Accidents and Disease. Each accident or workplace injury
is documented in an investigation report.

The Company regularly presents appropriate information to government
statistics and control bodies. Documentation on accidents is kept for at
least 45 years. This recording system enables information for long periods
to be analysed and monitored. The Company makes every effort to com
ply with the industrial and workplace safety requirements specified in
Russian law.
Comprehensive monitoring

SUEK’s local and central management teams

at SUEK mines

monitor and regularly analyse injury and acci
dent figures so that timely measures may be

To reduce the incidence of accidents and injuries
at a number of subsidiaries, in May 2004 SUEK
proposed that safety at mines in the Kemerovo
Oblast, Khabarovsk Kray, and the Republic of
Khakasia should be comprehensively monitored.
Experts from the Kuznetsky Department of the

taken to improve safety. Audit results and inves
tigations of incidents are also vital tools in eval
uating the efficiency of health and safety meas
ures. SUEK companies are checked by internal
audit, in which management teams, affiliates

Federal Mining and Industrial Inspection Agency

and headquarters all participate, as well as by

took two weeks to examine all manufacturing and

external control organisations. To promote the

technological aspects of the mine’s operation. At

prevention of accidents and injuries, a bonus

SUEK’s cost, they inspected all coal faces – in

system, which depends on performance, is in

operation or in development. This gave an objec

place. Injuries in 2005 were 28% lower than in

tive picture of safety at the Company’s manufac

2004. SUEK holds annual research and tech

turing sites and enabled it to implement improve

nology conferences, “Health and Safety

ments immediately. These improvements are: the

Performance and Upcoming Tasks”, at which

acquisition of up-to-date personal protection

health and safety results are analysed and goals

equipment for miners, additional fire-fighting

are set for reducing accidents and injuries in the

equipment, fans, multifunctional systems for moni

forthcoming year. Employees of the branches

toring atmospheric conditions in the mines, air and
gas control equipment, etc.

and businesses which have the best results for
the year receive incentives and bonuses.
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NUMBER OF WORKPLACE INJURIES, SUEK,
2004-2005

ACCIDENTS PER 1 MILLION TONS OF COAL,
2004-2005

EMERGENCY ACTION PROGRAMME
SUEK uses specialised mine rescue
teams to respond to emergencies.

The corporate emergency response policy is primarily focused on
saving lives and on a vigorous response that will contain an emer
gency. Since it is impossible to eliminate risks completely, SUEK

takes steps to minimise their effects. The Company responds to emergencies by engaging pro
fessional paramilitary mine rescue teams – specialised state-run organisations which provide
human rescue services, repair damage from emergencies, and prevent them from recurring –
and mine rescue support services.
The paramilitary teams comprise highly qualified workers in key occupations, experts and
heads of coal mining enterprises. SUEK’s mining and conversion companies are obligated to
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subscribe to these paramilitary emergency and rescue services on a contractual basis. In addi
tion, in 2005 SUEK invested approximately 30 million roubles in special equipment for rescue
teams.
To comply with Russian law, SUEK’s coal mines have their own emergency teams, run by mine
rescue support services and manned by employees. Their training is supervised by the paramil
itary teams.
In addition, the Company takes the following measures to ensure adequate response to possi
ble emergencies.

EMERGENCY RESPONSE PLANS
All SUEK businesses which are considered to be hazardous industrial sites have emergency
response plans co-ordinated with paramilitary mine rescue teams in place. They include:
- efforts to save people and repair the damage from an emergency;
- a list of persons and organisations to be informed immediately of an emergency;
- co-operation with paramilitary rescue teams;
- standardised responsibilities for individuals involved in emergency response and pro
cedures for their actions.
All SUEK employees involved with the operation of hazardous industrial sites must sign an
acknowledgment of their awareness of the emergency response plan.

INDUSTRIAL SAFETY DECLARATION
In accordance with the Federal Law “On Industrial Safety of Hazardous Industrial Sites”, the
Company’s businesses have developed industrial safety declarations for hazardous sites.
These evaluate the risk of emergencies and their associated hazards; analyse the adequacy of
preventive measures, readiness to operate hazardous sites in accordance with industrial safe
ty requirements, as well as preparedness for limiting and repairing damage from emergencies;
and development of measures to reduce the consequences of emergencies and the scope of
potential damage. The declarations are approved by the operations’ managers, who are
responsible for the accuracy of the documents. Individuals living near a hazardous industrial
site may request information on the potential consequences of an emergency.

CONTROL AND INTERACTION WITH STATE BODIES
The Department for Safety and Manufacturing Control at the Company’s headquarters over
sees the industrial workplace safety and environmental safety measures of regional affiliates
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and enterprises, and interacts with the Russian Technical Inspection Agency and federal super
visory bodies. Regional affiliates have similar departments that control the work of businesses
and interact with territorial supervisory bodies – departments of the Russian Technical
Inspection Agency and other regional organisations.

PERSONNEL TRAINING
SUEK personnel are trained in the theory and
practice of emergency response.

SUEK’s businesses and affiliates train their employ
ees in protection and emergency response. They

learn the skills needed for rescuing people and responding to emergencies through the simula
tion of potential emergencies.

EMPLOYEES’ HEALTH
AND THE PREVENTION OF OCCUPATIONAL DISEASES

The health of employees is a critical prerequi
site for the Company’s successful operation.

SUEK considers its employees’ good health to be crit
ical to the Company’s success and believes that the
prevention and reduction of occupational diseases is

of primary importance. Its continuous efforts were validated during the second half of 2005,
when the incidence of occupational disease was lower than in any of the three preceding
years.

RECORDED INCIDENCES OF OCCUPATIONAL DISEASES, 20042005
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For many years it was assumed that Russia was not in danger from the spread of
HIV/AIDS; in recent years however, this has proved not to be so. The Company
believes that prevention and treatment of HIV/AIDS, together with relevant educa
tion, must be conducted by specialist institutions.
In view of the current situation, SUEK is considering the expansion of its participa
tion in programmes to reduce the incidence of infection and to inform its staff about
HIV/AIDS.
The Company supports various medical programmes in the regions where it and its
affiliates operate: in 2005, for example, it provided the government of the
Kemerovo Oblast 7.2 million roubles for healthcare purposes. Some of that fund
ing was used for an anti-AIDS programme.
The Company takes the following measures to reduce the incidence of occupational
diseases and to minimise their negative consequences:


employees are provided with high-efficiency personal protection equip

ment. In 2005 the Company invested 52 million roubles in special clothing and
footgear, equipment for personal protection and personal hygiene;


employees undergo regular health examinations;



the Company allocates funds to assist its employees and their families in

obtaining treatment at health resorts.

DISTRIBUTION OF HEALTH AND SAFETY ALLOCATIONS, 2005, %
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ENVIRONMENTAL
IMPACT

Coal ranks second as a primary energy source after
oil and dominates electricity generation. According to
the World Coal Institute, coal accounts for 90% of the
energy potential of those organic mineral resources
which are suitable for exploitation; 60% of mined coal
is used for electric power and heat generation, 25% in
coke chemical production and metallurgy, and 15%
for other industrial and household purposes. Nearly a
half (44%) of the world’s electric power is generated
by coal-fuelled thermal power plants.

Coal mining is an industry which has a significant
impact on the environment. SUEK cannot, therefore,
avoid affecting:


the atmosphere (through emissions of pollutants

and greenhouse gases);


water resources (through the output of pollutants);



soil (through disturbance during mining and waste

from production and consumption).

As a result, from its inception the Company has
worked to minimise the negative consequences of coal
mining and conversion. In 2001-2005 it made persist
ent efforts to reduce its impact by focusing on the most
urgent tasks at any given time.

SUEK is aware of its responsibility to recultivate the
soil disturbed by its mining activities. It inherited a vast
expanse of unrecultivated soil, some from as far back
as the 1960s. Restoring soil is difficult, but the
Company is determined to find a way. To make up for
the negligence of previous owners, between 2002
and 2004 it made a major effort in soil recovery and,
since 2005, has been recultivating soil to a defined
plan.

69

ha

COMPLETELY RECULTIVATED SOIL, 1998-2005, ha

Treatment facilities at most of the Company’s mines were built in the 1970s and 1980s and
need refurbishing. For that reason SUEK introduced modern and efficient waste water treat
ment units in 2004-2005.
The Company’s commitment to investing in the reduction of its environmental impact increases
continually. In 2005 the total ecology-related costs it incurred increased by 20% over 2004 to
reach 365.3 million roubles.
Since 2004 the Company has been reconstructing and building coal preparation plants to
improve its product’s ecological characteristics.
SUEK has reinstated environmental projects that were put on hold by its predecessors. For
example, a design for coal preparation facilities at the Sokolovskaya enterprises was completed
in 2000, but construction did not begin until 2004 when Sokolovskaya affiliated with SUEK.
The first facilities were completed in October 2005.

ECOLOGICAL POLICY
SUEK’s corporate ecological policy is based on its ecological strategy, which reflects the
long-term principal aims, plans, and intentions of its management for protecting the environ
ment. The rationale of the Company’s ecological strategy is economic development combined
with environmental protection for the benefit of this and future generations.
SUEK’s interest in improving its ecological performance and reducing its environmental impact
resulted in the development of an ecological policy. This prudent decision was made on the
basis that production costs would be reduced through rational use of water, electricity, raw
materials, and materials in general.
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GOALS OF SUEK’S ECOLOGICAL EFFORTS


Gradual reduction of negative environmental impact.



Establishing favourable living conditions and improving the ecological and socio-eco

nomic situation in the regions in which the Company operates.


Obtaining the maximum legitimate return from cost-effective ecological performance.



Minimising risks associated with the use of natural resources and environmental protec

tion.
KEY PRINCIPLES OF SUEK’S ECOLOGICAL WORK


Rational use of natural resources: the development of ecological management is a vital

component of efficient manufacturing performance and a principal corporate priority.


In its operation and development the Company gives equal attention to economic,

social, and ecological goals.


Use of current scientific and technological advances in the rational use of natural

resources and in the management of ecological safety.


Scientifically justified consideration of even remote ecological consequences of the

Company’s manufacturing and economic operations.


Disclosure of ecological information: the Company welcomes the involvement of com

munities, local governments, and shareholders in development, discussion, adoption, and
implementation of decisions concerning environmental protection.

KEY COMPONENTS OF SUEK’S ECOLOGICAL WORK


Complying with Russian law on environ

mental protection.


Establishing and refining a corporate

ecological management system, and developing
an internal ecological audit.


Evaluating and minimising negative

impact on the environment, and on the health of
staff and local populations; preventing ecologi
cally hazardous situations; managing risk,
including establishing a system for gathering,
processing, and analysing environmental pro
tection information; compiling an inventory of
ecologically hazardous operations; forecasting
risks related to environmental impact; and
developing systems to prevent emergencies.


Improving ecological education and

training, including introducing a system for con
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tinuing ecological training of managers and personnel, as well as providing basic and
аdvanced training for ecological service experts, organising ecological education, and
developing an ecologically-aware culture of personnel and communities in the regions
in which the Company operates.


Expanding co-operation on ecological safety with federal, regional, and local

governments, communities, shareholders and other stakeholders, including the prepara
tion and publishing of environmental reports.

ENVIRONMENTAL PROTECTION ACTIONS
The Company tries to take every opportunity to reduce its negative impact on the envi
ronment throughout the entire manufacturing process through the use of organisational,
technological, and technical means.
In 2001-2005 each launch or modernisation of a production unit was preceded by the
preparation of a mining operations project. To comply with Russian legislation, the
Company evaluated the environmental impact of the proposed activities. Results of these
evaluations were reviewed by the appropriate government bodies and projects were
launched only after receiving a positive evaluation by state ecology experts.

MODERNISATION OF TECHNOLOGICAL PROCESSES:
COAL PREPARATION
SUEK began to modernise its businesses from the outset. It has bought highly-productive
mining equipment, introduced modern technologies, and gradually replaced its fleet of
heavy trucks with models that are more fuel efficient and emit less pollution. In 2005 the
Company invested more than 1.5 billion roubles in industrial safety, environmental pro
tection, and improving coal quality. Company businesses make quarterly ecological
contributions to the federal budget. Manufacturing processes used 249,000 tons of
standard coal equivalent, and 1.2 GW of electricity. Of the 6,170 GJ of thermal ener
gy consumed, 85% was produced by SUEK’s own boilers (and was included in total fuel
consumption).
Serious attention is paid to the development of coal preparation. In 2005 the Company
completed several projects which involved the construction and modernisation of coal
processing factories. Large-scale modernisation projects were carried out at the
Processing Factory of the Chernogorsk Coal Company and at the Kasyanovo Processing
Factory. Programmes for the modernisation of SUEK’s processing factories include
research and development, as well as capital construction and purchase of the latest
equipment.
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At the port of Murmansk the Company invested in improving export coal quality by build
ing conversion facilities to service cargo from all its exporting businesses.
At the Berezovsky open mine, a project for the advanced conversion of lignite was intro
duced. SUEK built a testing and manufacturing complex for the production of semi-coke
and, as a result, has diversified manufacturing and increased production.
SUEK plans to continue building facilities to process coal and improve its quality. A modern
factory that will process 4.5 million tons of coal a year is being built at the Tunguisky open
mine (Republic of Buryatia). The coal concentrate will be much higher quality than the cur
rent product. Ash content will be reduced by more than 20%, moisture content will be
approximately 18% lower, and caloric value will by 5.5% higher. The construction of two
or three processing factories and the modernisation of two or three more, in the Kuzbass,
Irkutsk, and Khakasia, is under consideration.
SUEK only processes and converts bituminous coal. Processing significantly improves
coal’s quality and reduces its ash content. For example, the ash content of coal before
preparation is 22-43% (with an average of 29-30%), while processed coal has an ash
content that ranges from 12 to 36% (with an average of 16%), and coal concentrate
reduces ash content by at least 5% (13% on average).

MINING AND PROCESSING OF BITUMINOUS COAL, 20042005, million tons

2004

2005

Mining, total

33.61

42.07

Processing

14.51

15.33

Processed coal is more energy efficient than raw coal. It enables fuel resources to be used
more rationally and negative environmental impact to be reduced when it is burned.

ATMOSPHERIC EMISSIONS OF POLLUTANTS
The Company has steadily developed its programme for designing, installing, and recon
structing flue gas treatment equipment, and made continuing improvements in its open-cast
mining procedure to reduce atmospheric emissions.
Nevertheless, some emissions per unit of product have recently increased. This has two
causes: first, improvements in the Company’s system of industrial ecological monitoring,
control, and reporting has created more specific data; second, more coal has been pro
duced and converted.
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ATMOSPHERIC EMISSIONS OF POLLUTANTS,
kg/ton of produced coal

Pollutant

2004

2005

Atmospheric emissions, total

1.408

1.722

sulphur dioxide

0.037

0.034

carbon monoxide

0.100

0.120

nitrogen oxide

0.028

0.041

methane

1.085

1.294

Including:

The Company is primarily concerned with methane utilisation as a way of reducing greenhouse
gas emissions.
To ensure mining safety and to identify opportunities for using methane from coal mines the
Company has begun draining gas from coal seams before mining begins. A pilot project at the
Kirov Mine (Leninsk-Kuznetsky) in 2005 demonstrated the effectiveness of this method of com
bating the “gas problem”. The mine operates at depths of up to 420 metres, with a methane
content of over 42 m3 for each ton of coal produced. SUEK engages leading international
organisations in researching ways to use this methane to generate heat and electricity. At the
Kirov Mine, it plans to build a central vacuum station to recover methane immediately from a
number of points and to use it to generate heat and electricity for the mine and other sites near
by.
The Company also continues its search for technologies that use low-concentration methane
with the aim of reducing emissions of this greenhouse gas. SUEK’s management is negotiating
with several experienced international partners for the introduction of the best technologies
and processes for using coal mine methane to conform to the principles of the Kyoto Protocol.
WATER USE AND
THE TREATMENT OF WASTE
Underground mining poses the problems of
mine flooding and waste water runoff.
The Company has developed and operates
a large-scale programme to design, build
and reconstruct waste water treatment
facilities. In 2005 a series of these projects
was implemented at SUEK companies.
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The Sokolovskaya Investment Company, for example,
launched the first modern mine and quarry water

Reconstruction of treatment facilities
at the Oktyabrskaya mine

treatment units at the Taldinskaya-Zapadnaya-2
mine and at the Zarechny open pit. At the

In early 2006 the Company completed the

Oktyabrskaya mine, water treatment facilities were

reconstruction of treatment facilities at the

modernised and new equipment was installed. At

Oktyabrskaya mine (Polysaevo, Kemerovo

the Borodinsky open pit, the Company continued

Oblast). The mine is one of the most vulnerable of

building and equipping local treatment facilities

SUEK’s operations in the Kuzbass to flooding: in

and a drainage unit is under construction at the

the flood season water flows into the mines at a

Severnaya mine (UrgalUgol company).

rate of 3,000 m3/hour. Experts from the mine,

SUEK is progressively recycling greater quantities
of industrial water. Modernisation of the
Kasyanovo processing factory includes the con
struction of a plumbing system which will deliver
water suitable for industrial use from mined-out
areas of the Cheremkhovsky open pit. This will sig
nificantly increase the volume of recycled water
and decrease the volume of fresh water used. To
ensure compliance with existing norms for emis
sions and waste, SUEK’s staff in its ecology labora
tories regularly collect and analyse samples. When
necessary, the Company employs outside certified
laboratories, for example when the presence of
specific substances needs to be determined or
intercalibration (comparative analysis of methods
and results) has to be carried out. The results of this
research are used as the basis for additional envi

together with researchers from the research and
manufacturing company, Pulsar (Krasnoyarsk),
set up a unique project which used more effective
chemicals and ozone, rather than chlorine, to
treat the waste water.
The new equipment uses ozone to create an elec
trical discharge – a much more effective bacteri
cide than chlorine without the risk of forming
highly toxic organic chloride compounds.
Processing with ozone reduced the content of
iron, manganese, zinc, and suspended sub
stances to a quarter of previous levels. The new
facilities treat 8 million m3 of water each year.
SUEK’s investment of 3 million roubles in this
project resulted in significantly better quality
water being discharged into the Inya, which is a
fishing river.

ronmental protection measures.

TOTAL SUEK WATER CONSUMPTION, 2004-2005, m3 per ton of product

2004

2005

Total water consumption

1.76

1.83

Amount of total water from reclamation
systems

0.341

0.345

Amount of water from recycling
systems

0.002

0.004

Total water discharge

1.62

1.71
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Measuring the volume of water consumed and the characteristics of waste water
with greater precision has been one result of the development and certification of
the Company’s ecological laboratories; another contribution has come from
improving consumption measuring equipment and research methods.
In 2005 SUEK allocated over 30 million roubles for ecological measures to pro
tect water resources in the Kuzbass alone. In 2006 it continued to target environ
mental protection and ecological improvement in the region. It plans to set aside
more than 65 million roubles for the protection of lakes and rivers in Polysaevo,
Leninsk-Kuznetsky, Kiselevsk, and the Prokopievsk District. The funds will be used to
build new treatment facilities that will be shared by the Taldinskaya-Zapadnaya-1
and Taldinskaya-Zapadnaya-2 mines, the Zarechny open mine, and the Kotinskoye
Mining Department.
DISCHARGE OF POLLUTANTS INTO WATER BY SUEK,
2004-2005, kg/ton of product

Pollutant

2004

2005

Suspended substances

0.017

0.019

Petroleum products

0.000

0.000

Biochemical oxygen demand

0.000

0.010

Solids

0.981

0.956

Iron

0.000

0.001

Nitrates

0.001

0.003

Sulphates

0.046

0.175

Chlorides

0.035

0.030

Other pollutants

0.018

0.018

Total pollutants

1.098

1.212

USE OF INDUSTRIAL WASTE
Coal mining and conversion generate large amounts of waste, including haz
ardous waste (first- and second-class hazards). The Company constantly seeks to
improve its waste handling system, and accurately records the production of waste
and its disposal in its own landfills and its transfer to other organisations. In 2005,
SUEK businesses generated 1.12 kg of hazardous waste per 1 ton of coal pro
duced; during the same period the proportion of hazardous waste transferred to
specialist organisations for utilisation increased from 0.37 to 0.50 kg per ton of
coal produced.
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The increase in coal conversion and soil recultivation, together with the treat
ment of manufacturing locations, resulted in an increase of non-hazardous
waste (principally fourth- and fifth-class) from 730 to 770 kg per 1 ton of coal
produced.

Measures to reduce the generation of industrial waste, improve its handling, and
further improve manufacturing controls are a continuing element in the
Company’s environmental protection plans.

IMPACT ON LAND AND LANDSCAPES, AND RECULTIVATION

Mining in general, and coal mining in particular, has an unavoid

Reclamation of

able impact on land and landscapes. To minimise this, the Company

disturbed lands

develops land-use plans for each location in which it mines coal, and

at the Borodinsky

to comply with Russian law, the plans provide for recultivation –

open pit

rehabilitation – of land and landscapes disturbed during mining.
The Borodinsky open pit under
took various kinds of land recla

SUEK has a specialised company for the recovery of the productivi

mation, from primary reclama

ty of land used in mining – the Department for Prevention and

tion schemes for slag heaps to

Recultivation. Means of recultivation are chosen as soon as the

biological recultivation. Most of

design of a technically-feasible mining project is developed.

the recovered area – 129 hectares
–was re-planted with pines. To
meet scientifically-approved stan
dards, four thousand saplings were
planted on each hectare. For the
first time the planting was not done
entirely by the staff from the mine;

Many of these projects were designed at least 20 years ago and,
therefore, their means and types of recultivation do not meet today’s
requirements. As a result, many projects have had to be reconsid
ered to improve the efficiency of recultivation. Launching operations
is now always preceded by an analysis of the natural resources the

SUEK contracted the Uyar Forestry

results of which, together with approved technical standards, are

to provide workers and special

used to determine the type of recultivation which will be appropri

equipment for the project.

ate: agricultural (farm field, pasture, or grassland), forestry (foresta
tion or landscaping), recreational (cultural and other facilities, or
water features), or others. Reclaimed land, among other measures, undergoes
vigorous forestation – up to 1.5 million trees are planted each year.

In 2005 SUEK prepared a set of recommendations which will be used as a basis
for recultivation plans for land reclamation. Until recently, recultivation and
rehabilitation was usually done entirely by SUEK enterprises, but the Company
is now planning to create specialised departments within its regional structures
to meet recent changes in land legislation.
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SUEK has not only increased the area under recultivation, but has also improved reclamation
methods and logistics. For example, at the Borodinsky open mine, recultivation used to mean
simply dumping rocks from the stripping bench into mined-out areas. Since 2003, once the pri
mary settlement of a landfill is complete, it is seeded and planted with young trees. At a later
stage some of the recultivated lands will become pasture.
In 2005 SUEK recultivated 543.5 hectares of land. Open pits at Berezovsky (with 93.2
hectares of recultivated land) and Azei (with 113 hectares) lead in recultivating and recover
ing land for its previous users.

MONITORING OF ECOLOGICAL RISKS

Joint efforts to achieve
common goals
Sustainable environmental development requires
on-going co-operation and a general plan for all
Company operations.

The ecological situation at Company’s enter
prises is monitored by experts. Great emphasis
is placed on improving their qualifications,
sharing their experiences and studying best
international practices.
Monitoring the Company’s ecological risks and

In October 2005, SUEK organised the first general
corporate convention of ecologists; this included a
training seminar with certification of participants and
a conference on environmental protection and eco
logical safety.

the risks associated with a failure to implement

The convention’s agenda included presentations by
experts from government environmental agencies –
the Russian Technical Inspection Agency
(RosTechNadzor), the Russian Water Resources
Department (RosVodResurs), and the Ministry of
Natural Resources of the Russian Federation.
Ecologists from the Company’s affiliates were intro
duced to recent legislative changes on land use,
handling of hazardous waste, and protection of
water and air. Participants discussed the organisa
tion of ecological audits and economic mechanisms
for regulating environmental protection operations.

(including measures incorporated in investment

licence agreements for the use of mineral
resources, is performed regularly. It is based on
the analysis of pollution statistics and the evalu
ation of the results of environmental measures
projects) as well as on compliance with govern
mental requirements.
In accordance with the federal law “On
Industrial Safety of Hazardous Industrial Sites”,
SUEK arranges liability insurance to cover any
damage arising from the exploitation of all regis
tered hazardous industrial sites. During the
whole period of SUEK’s operations, there has
not been a single case of the safety of local
communities being endangered.

INVESTMENTS IN ENVIRONMENTAL PROTECTION
The Company entered the 21st century determined never to revert to environmental protection
practices which were funded according to the “leftover” principle, if at all.
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SUEK’s ecological costs include protection and rational use of water resources, protection of
the atmosphere, land recultivation, payments to outside contractors for receiving, storing, and
handling waste, and other expenses.
In its investment programmes the Company attempts to combine technological refurbishment of
its businesses with increased economic efficiency and improved ecological performance.
Sizeable funds are allocated to designing and introducing up-to-date environmental protection
techniques. Because it is fully aware of the importance of environmental protection, in 2006
the Company raised its budget for environmental protection measures alone (excluding ecol
ogy-friendly technology) to 400 million roubles.
ENVIRONMENTAL PROTECTION COSTS,
roubles/ton of produced coal

2004

2005

3.58

4.34

ongoing environmental protection costs

3.30

3.80

major repairs to main manufacturing facilities
involved in environmental protection

0.02

0.16

protection and rational use of water resources
(treatment facilities)

0.26

0.38

Cost of environmental protection and major repairs
to main manufacturing facilities, total

Including:

The Company’s environmental protection programmes in different regions are developed to
meet national and regional laws and regulations and, in some cases, are determined by min
ing projects for specific deposits.
ENVIRONMENTAL PROTECTION PLANNING
Each of the Company’s operations, on approval of government monitoring bodies, develops
and successfully runs long- and short-term environmental protection programmes.
Environmental protection plans cover the following main activities:
ensuring efficient operation of treatment facilities (routine repair of filters; checking
and repairing equipment; rinsing and cleaning biological filters; cleaning sand and sediment
traps, and oil and sludge separators; etc);
testing, repairing, and replacing waste water collectors;
repairing, calibrating, and replacing boiler cyclones;
improving dust and gas traps’ effectiveness;
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-

improving dust suppression in mining;

-

ecology (mining ecology) monitoring;

-

outfitting landfills;

-

recultivation of land and surrounding landscapes disturbed during

mining;
-

economic assessment of opportunities offered by the Kyoto Protocol in

mine methane recovery.

FUTURE DEVELOPMENT OF ENVIRONMENTAL PROTECTION
Participation in the
National Carbon Compact

SUEK consistently aligns the work of its
businesses with international stan
dards in ecological management, but

SUEK is a member of the non-profit partnership, the National
Carbon Compact, which was created in July 2003 with the
support of the Economic Department of the Russian
President’s Administration in order to structure the Russian
national carbon market. By early 2006, the Compact included
20 companies, including RUSAL, Euras-Holding, RAO UES
of Russia, and the Joint Stock Financial Corporation
“Sistema”. Compact members are jointly responsible for the
annual emission of more than 650 million tons of CO2, which
amounts to more than a third of Russia’s total greenhouse
gas emissions. The partnership also includes Russian banks
and companies which specialise in ecological and investment
consulting.

its management systems must cover
more than ecology alone.

Because modern coal mining compa
nies must analyse all possible risks,
SUEK’s immediate plans include the
introduction of integrated manage
ment systems based on international
standards: ISO 14001 for ecological
management and OHSAS 18001 for
occupational health and safety man
agement.

The partnership has the following goals:
participation in the development of Russian legislation
compatible with that of the United Nations Framework
Convention on Climate Change;

Relevant Russian legislation is just

development and testing in Russia of a mechanism
for recording and trading greenhouse gas emissions;

mining industry. As a result, the

establishment of a system for designing and running
projects to reduce greenhouse gas emissions;

developing, reflecting the changes in
various industries, including the coal
Company believes that it must exceed
current standards in order to develop
efficient environmental protection and
improve health and safety standards.

-

creation of an energy efficiency market.

Employment of Kyoto Protocol mechanisms may help SUEK
find co-funders for programmes to reduce emissions and
negative environmental impact.
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The Company believes that a preven
tive approach is the only way to man
age effectively all risks involved in
coal mining.

THE COMPANY AND THE COMMUNITY

PRIORITIES
FOR SUEK’S SOCIO-ECONOMIC PARTNERSHIPS
In its business practice, and in building socio-economic partnerships, SUEK is guided by cur
rent laws and by corporate social responsibility principles and complies with all legislative
requirements for mining companies. The Company’s internal documents are developed with
the applicable laws and regulations of the Russian Federation in mind. The Company’s efforts
to comply with Russian and international standards of business conduct and interaction with
society were adopted when it was founded in 2001, and have been unfailingly observed
since.
RIGHTS OF LOCAL COMMUNITIES
The Company respects the rights of local and indigenous communities, including the right to use
land. All issues pertaining to these rights are solved in co-operation with local authorities
according to Russian law. The risks of social unrest are also taken into account.
The majority of the Company’s mines and open-pit operations are
more than ten years old, and most of the settlements around the
mines were founded 60 to 80 years ago in areas which were
almost uninhabited and were, in any case, not well suited for human
habitation. Before launching or modernising an enterprise, the
Company prepares a project plan that has been evaluated by a
state ecological expert and through public hearings. Local inhabitants take part in the hear
ings, may ask questions, offer proposals and make comments about the likely environmental
impact of industrial activities. A notice of the public hearings is published in the local media
beforehand to ensure that the local communities are aware of their formal right to voice their
opinion, together with real mechanisms to exercise it.

SUEK respects the rights and
interests of local and indigenous
communities, including the right
to use natural resources.

Rights of local communities are also taken into consideration in the ecological impact of busi
nesses. The Company respects the right of people to live in a safe environment, and this is
reflected in its ecologically responsible corporate conduct in all its regions of operation (for
details please see the “Environmental Impact” section).

CO-OPERATION WITH GOVERNMENT MINISTRIES AND DEPARTMENTS

SUEK has been created for busi
ness and does not participate in
political processes.

SUEK respects the law and seeks a constructive relationship with
government authorities. The Company does not participate in polit
ical processes as such and does not support political parties, move
ments, or deputies.
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The Company interacts with the relevant ministries and departments of the Russian fuel and
energy complex by participating in inter-departmental working groups, boards of experts, and
consultative councils.
The purposes of this interaction are:
availability of complete and objective information on the future development of the fuel
and energy complex in the regions in which the Company operates;
ensuring the inclusion of SUEK’s interests in the state policy for strategic development
of the fuel and energy complex;
participation in the formulation of proposals for state support, development, and
reform of the coal industry;
development of programmes for minimising the negative social consequences in the
case of power-generators switching to alternative fuel sources.
CO-OPERATION WITH REGIONAL AND LOCAL GOVERNMENTS
The Company provides funding for regional projects based on agreements on socio-econom
ic partnerships with regional and municipal governments. The practice of making these agree
ments began in 2003 and in 2004 the Company signed agreements in all regions of its oper
ation. The agreements are published official documents that determine and ensure SUEK’s
co-operation with regional authorities.
As a socially responsible company, SUEK contributes to the improvement of society in the
regions in which its enterprises and affiliates operate. Within the framework of its agreements
with regional authorities the Company provides funding for regional community investments,
interacts with schools, private businesses, and charities, and runs various projects for improv
ing living conditions.
The main principles used in agreements on socio-economic partnership and co-operation with
regional and local authorities are:
transparency;
partnership;
consideration for each party’s interests;
putting agreed mutual obligations in written form.

Life Line helps five-year old Angelina

Co-operation with regional and local
governments includes regular meet

Angelina had a congenital heart disease (a defective atrial
septum), and needed surgery which included inserting a spe
cial device – an occluder – in the affected area of her heart.
The cost of the surgery, USD 5,000, was raised through the
Life Line programme.
The surgery was successful and Angelina’s heart was
restored to its normal function.
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ings and discussions of results.

INTERACTION WITH CHARITIES
SUEK interacts with charities. An
example is in its support for the Life
Line charitable programme.

The Life Line programme, launched in June 2004, pays for the treatment of children with seri
ous diseases which need technically advanced medical intervention. The programme was
developed, and is managed, by the Russian office of the British Charities Aid Foundation.
SUEK staff participated in Life Line through the programme “They Need Your Help” on the
intranet. Their donations helped pay for complex and expensive surgery for children.
CO-OPERATION WITH BUSINESS COUNTERPARTS
The Company has special procedures, described in its Internal Regulations of the Procurement
Service, for the selection of suppliers. One criterion for selection is reputation, which includes
the social environment at the company, its respect for human rights, and the results of monitor
ing for social tension.

SOCIAL AND ECONOMIC DEVELOPMENT OF THE REGIONS
SUEK, together with local authorities, develops a policy on the effective work of its enterprises,
employment, and community programmes in all the regions in which it operates.

million roubles

INVESTMENT IN REGIONAL SOCIAL PROGRAMMES,
million roubles

Investments in society are determined by each region’s needs. When choosing projects to fund
the Company is guided by the following priorities.
Healthcare and sports, including the construction of hospitals, purchasing of medical equip
ment, and sponsoring of sports teams. For example, in 2005 the Company allocated 1 million
roubles for medical equipment for a hospital in Cheremkhovo. In the same year, directly as a
result of SUEK’s help, the construction of a municipal hospital in Borodino was completed.
SUEK signed a partnership agreement with the Borodino administration to provide corporate
funding for important local community projects. The completion of the hospital required around
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75 million roubles; the Kray authorities contributed 11.5 million of this sum, the rest came from
SUEK’s donations and tax contributions. The Company also contributed close to 3 million rou
bles for medical equipment.
In 2005, in the Republic of Buryatia the Company donated 8.9 million roubles (10 million rou
bles were contributed in 2004) for the construction of a swimming pool at the village of
Sagan-Nur; in Ussuryisk (Primorsky Kray) it contributed 15 million roubles to build an indoor
hockey rink; and in Chita it gave 3.5 million roubles for the installation of artificial turf at the
stadium.
Education and culture, including construction and remodelling of schools and day-care cen
tres, the purchase of furniture and training materials for schools, and organising and conduct
ing events (celebrations of City Days and Miners’ Days). In 2005 SUEK spent 600,000 rou
bles on school renovations. In the Nazarovo District, it allocated 300,000 roubles to renovate
a village club, and 100,000 roubles for book publication.
Good deeds:
boiler reconstruction
The reconstruction of a boiler at a former wool and
worsted factory is an example of efficient partnership
between government (the administration of
Leninsk-Kuznetsky) and business (SUEK). The decision
to reconstruct the boiler, which provides heat to
30,000 people in three neighbourhoods, was taken in
2004. The Oblast administration and SUEK each pro
vided 30 million roubles to refurbishe the boiler’s two
tanks. The use of modern technology has reduced the
cost of thermal energy so much that the
Leninsk-Kuznetsky authorities are not going to raise
prices to residents for the foreseeable future. When
reconstruction is complete, the city will be able to stop
using an old, inefficient boiler, Energetik, which costs
56 million roubles a year to maintain. Some smaller
boilers will also be closed, making a significant
improvement to the city’s air quality.

Housing and utilities, including moving
people from old and dangerous housing,
renovation of facilities (plumbing, sewage,
and heating networks), etc. For example, in
2005 the Company allocated 3 million rou
bles for the installation of external plumbing
and independent heating in houses in the vil
lage of Lipovtsy (Oktyabrsky District,
Primorsky Kray), and another 3 million for to
renovate heating networks in the miners’ res
idential neighbourhood at Tulun (Irkutsk
Oblast). In 2005, it contributed 30 million
roubles towards the cost of constructing
water treatment facilities in the village of
Algatui (Irkutsk Oblast), and contributed a
further 26.3 million roubles in 2006.
Budgets for these investments in the commu
nity are determined through negotiations
with regional and municipal authorities.

The Company wants to invest in those projects it considers to be a priority, to make them effec
tive, and to apply strict controls. In addition, in the near future the Company plans to develop
a specific list of corporate priorities for investment in regional infrastructure. This will direct the
bulk of its investments to the areas it chooses.
Agreements with regional and local authorities are usually signed annually, but there are also
long-term agreements for larger infrastructures and projects (such as moving residents from old and
unsafe housing). These are drafted and overseen by dedicated staff at the Company’s headquarters.
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million roubles

INVESTMENTS ALLOCATED FOR REGIONAL PROGRAMMES IN 2004-2005,
million roubles

New housing for SUEK employees
SUEK is involved in a project to relocate residents of the village of Dubinino (Sharypovo District,
Krasnoyarsk Kray) from 40-year-old buildings which were designed for temporary (one to five years)
use to modern comfortable flats. The project, launched in 2005 and scheduled for completion in 2008,
includes buying or building flats for 657 families. Two buildings of 24 flats each are being put up in
Dubinino for employees of the Berezovsky affiliate of SUEK and for retired miners who currently live in
old houses. To relocate people as soon as possible SUEK is going to buy some flats, and several families
have already moved into flats provided by the Company. People with low income will be given free flats,
on a “social rent” contract (without the right to privatise, transfer as a gift, or sell them). Others will be
able to buy the flats through lower-cost loans than they would normally be able to obtain. Since prices
will be fixed, inflation will gradually bring costs to a minimum. Under an agreement with administrations
of the Krasnoyarsk Kray and Sharypovo District, SUEK will fund the project in full and expects to spend
around 85 million roubles on relocating the Dubinino residents.
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INTERACTION WITH SCHOOLS
AND CREATION OF TRAINING CENTRES
There is more to the Company’s co-operation with state-run schools than building and renovating
their premises. SUEK supports the Chernogorsk Mining School, which has a licence to train work
ers and to provide advanced training in 114 occupations. Graduates of the school often work in
the mining industry in Khakasia (in 60 years the school has trained 11,000 specialists).
Students work as interns with SUEK businesses and the best are offered employment with the
Company. SUEK also organises excursions to its businesses so that the students can see various
processing and manufacturing processes, such as blasting and the extraction of coal and rock.
The Company’s subsidiaries sign agreements for targeted training and advanced training for their
staff with various institutes, including the Moscow State Mining University, the Kuzbass State
Technological University, the Krasnoyarsk Academy of Non-Ferrous Metals and Gold, the
Khakasia State University, and the Chernogorsk Mining School.
The importance of training staff in health and safety, including requirements imposed by state
supervisory bodies, is emphasised. SUEK works with one of the oldest mining schools in Russia –
the Vocational School No 38 in Leninsk-Kuznetsky – and has reached an agreement with the
school for it to become the common training centre for one of the Company’s most important
branches.

Respect and honour for the older generation
On holidays – such as the World War II Victory Day, Miners’ Day, and Seniors’ Day – SUEK honours
pensioners and veterans. On the 60th anniversary of the end of World War II, in 2005, it donated 2.6
million roubles to veterans and in the first six months of 2005 gave around 10 million roubles in finan
cial aid to pensioners. In addition, the Company gives financial help to veterans on their jubilees and
supports associations of pensioners and veterans. In 2005 it also helped to create a regional public
organisation of war and labour veterans, Ugolshik (Coal Miner), an association of individuals who have
retired from companies in the Cheremkhovo coal basin (Irkutsk Oblast). Ugolshik takes care of infirm
and lonely pensioners, helps them with
everyday chores, organises meetings of
veterans with secondary and vocational
school students; and, in co-operation with
regional veterans’ councils, takes them to
museums and to the cinema. Articles about
war, labour veterans and distinguished
retired employees of the Company are pub
lished regularly in the corporate newsletter.
The Company also organises events for pen
sioners; for example, the Leninsk-Kuznetsky
affiliate held an opera performance for them.
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Young helpers
In the summer of 2005, more than 400 teenagers,
aged 14-17, worked in SUEK teams which were
created in the mining towns of Borodino,
Sharypovo, and Nazarovo.
The teams planted flowerbeds and some of them
tried their hand at painting walls. Residents noticed
that wherever the kids in yellow T-shirts and base
ball caps appeared, the surroundings quickly
looked better. The teenagers, who helped the
infirm, lonely and senior people and veterans, also
engaged in a range of activities, including competi
tive sports and hiking, as well as major local events.
They also published newsletters. An important occa
sion for many of them was their first salary – almost
2,000 roubles. The team members were all given
workbooks, which meant their official work history
had started. They said that money and a work
record were good things, but even more important
was the opportunity to spend time with their peers.

Miners’ Day
For a number of years the municipal authorities of
Chernogorsk (Republic of Khakasia) have worked
with SUEK to organise the Miners’ Days celebra
tion. The Company picked up a large portion of the
cost of cleaning up the Shakhter (Miner) stadium
which enabled 2005’s Miners’ Day to be celebrated
there. Competitions between all Khakasia’s coal
companies were held for the SUEK Cup. The
Company has also adopted the Miners’ Park which,
with its monument to coal miners, is the favourite
recreational area for Chernogorsk’s residents.
On Miners’ Day the Company traditionally gives
awards to its best workers and provides financial
aid to retired miners and veterans.
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PARTICIPATION IN EXTERNAL INITIATIVES

During the reporting period SUEK representatives took part in the following working
groups and councils:
Co-ordination Council for the Coal Industry under RosEnergo (Russian
Energy), which developed joint recommendations for the development of the coal mining
industry in Russia, and for its research, technological, information, and analytical base;
Inter-Departmental Working Group for Overseeing the Implementation of
the Russian Energy Strategy, which prepares annual reports to the Government of the
Russian Federation and proposals for adjustments in the Energy Strategy;
Council of Experts on Natural Monopolies under the Federation Council of
Russia, which evaluates documents pertaining to the reforming of natural fuel and ener
gy monopolies;
Russian National Committee for Pacific Economic Co-operation, whose task is to
attract foreign investment for projects to exploit new deposits of gas, oil, and mineral
resources;
Working group for the development of the fuel and energy complex in the
Siberian Federal District;
Inter-departmental working group for the adjustment of the programme for
the creation of a common system of production, transportation, and supply
of gas in East Siberia and the Russian Far East to facilitate exports to China
and Asia-Pacific countries;
Working group for the development of coal markets and transport infra
structure under the supervision of the Russian Ministry of Industry and
Power-Generation (MinPromEnergo), to develop proposals for consideration by the
Ministry of Industry and Power-Generation, the Federal Tariff Service, the Russian
Government, and the State Duma; the proposals cover ways to improve the export effec
tiveness of Russian coal companies; the group also prepared draft regulations;
Non-profit partnership, National Carbon Compact, which is involved in establish
ing legal and regulatory foundations for the implementation of the Kyoto Protocol, a sys
tem for monitoring greenhouse gas emissions, and for trading greenhouse gas emission
quotas;
Co-ordination Council for the Development of the Coal Mining Industry,
Workplace, Industrial, and Ecological Health and Safety in the Kemerovo
Oblast.
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RESPONSIBILITY FOR ITS PRODUCT AND
INTERACTION WITH CONSUMERS
Russian laws set requirements for coal quality and safety which are spelled out in reg
ulations, state standards (GOST), technological conditions and industrial instructions.
In 2001-2005 SUEK developed and improved its quality management system. In
2006 the Company engaged in developing its internal policy on quality manage
ment at all stages, from preparatory operations and mining to conversion and ship
ment, to enable it to prepare for an integrated system of quality management and for
ISO 9001 certification. Certification of the Company’s quality management system
will require the optimisation of its organisational governance, improvement of its
effectiveness, and satisfaction of its customers’ requirements for the quality and
quantity of its output.
The Company respects international and Russian standards for the maximum content
of substances, including hazardous ones, in coal. For example, under Russian regu
lations, sulphur content is limited at 4.5%, but under European Union regulations, the
maximum is 1.5%. SUEK monitors the content of hazardous substances and other
quality markers carefullly, and does not ship coal with a content of hazardous sub
stances that exceeds permitted levels.

QUALITY CERTIFICATES
Each SUEK business and affiliate has documents which attest
to the quality of mined coal and end products: a certificate of
quality, a certificate of conformity, and quality standards for
at least five criteria. If coal comes from different seams, the
Company has documents which measure the product of each
seam against state standards. Certificates are valid for up to three years and must be
confirmed annually by independent state-accredited organisations (laboratories).

The success of SUEK’s endeavours to
ensure that the quality of its coal satis
fies its customers’ needs is confirmed
by certification and test results.

In addition to preparing a certificate of conformity, the Company analyses coal in
each shipment, even when it is a single truck load. The analysis, used as a basis for
quality certification, enables customers to check the quality at their own or independ
ent laboratories and, if the quality differs from the standard, to claim from the pro
ducer. The Quality Service of the Company works in close co-operation with cus
tomers.

PRODUCT CHARACTERISTICS AND LABELLING
Each coal shipment is accompanied by a quality certificate, rail receipts, and bills.
The nature of the product does not necessitate additional labelling.
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SUEK

CONCLUSION

Dear colleagues,
Thank you for taking the time to read the first SUEK Corporate Social
Report, which has been prepared to conform with the GRI
Sustainability Reporting Guidelines and to reflect key elements of
SUEK’s social policy.
For SUEK, social responsibility reporting is an effective strategy that
helps the Company become more transparent and sustainable, and
assists it in conforming to best practice.
The SUEK Corporate Social Responsibility Report for 2001-2005 has
been published as well as being posted on the corporate website. The
corporate website also includes a feedback form that
will help us to involve stakeholders in a discussion on
Comments and suggestions on the
the report and to collect recommendations and sug
SUEK Corporate Social Report
gestions for subsequent reporting cycles.
can be forwarded to:
115114, Moscow, Derbenevskaya
Naberezhnaya, 7, bld. 22
OAO SUEK, Block for Personnel
Management, Social Issues, and
Administration
Tel.: +7(495)795-2538, ext. 3350
Fax: +7(495)795-2538, ext. 3352
E-mail: Pechenkovig@msk.suek.ru
(Contact: I.G. Pechenkov)
http://www.suek.ru
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We hope that each reader of the report has found it
interesting. We will be happy to know your views on
the content of the document; the principles to which it
was constructed; the topics chosen for inclusion and
the way they were narrated. Your opinion is important;
it will help us make the next report more informative
and useful.
The management and staff of the Company will be
grateful for your feedback and suggestions.

INDEPENDENT ASSURANCE STATEMENT
CONCERNING SOCIAL REPORTING
To: management of OAO SUEK

Introduction
We provide SUEK independent assurance services concerning sustainability reporting
based on principles of the AA1000 Assurance Standard, and the GRI Sustainability
Reporting Guidelines. This Independent Assurance Statement pertains to the SUEK
Social Report for 2001-2005 (hereinafter, the Report). The Report was prepared by
SUEK which is responsible for management of the corporate social reporting process,
including planning, and gathering and presenting the information and data in the
Report. We are responsible for the results of the assurance only to SUEK according to
the scope of the technical assignment. Therefore we are not responsible for the use of
our Statement for any other purposes or to any third party.
Scope of the assurance
The scope and method of our work were determined through discussion with the man
agement of SUEK and are as follows:
(1)
to provide assurance of the Report based on the AA1000 AS principles (mate
riality, completeness, and responsiveness);
(2)
to assure compliance of the Report with the GRI Guidelines (G2 version of
2002 and G3 version presented for public consultation in 2006);
(3)
to provide recommendations for further development of corporate manage
ment within the scope of social reporting.
Note: the assurance took into account the information published on the SUEK corporate
website (www.suek.ru) and in corporate media, as well as the information provided by
the Company’s officers during consultations.
Methods of assurance
To formulate our conclusions, we performed the following:
Interviews with chief officers at SUEK headquarters to receive a general
impression of significant economic, ecological and social aspects of the Company’s
work, its obligations, priorities, goals, and objectives pertaining to sustainable develop
ment, as well as the means of achieving them and degree of success;
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-

Analyses of SUEK’s approach to stakeholder involvement through interviews

with the staff of the Company responsible for communication with stakeholders, and by
studying sample documents attesting to such communication;
-

Interviews with a number of managers and staff of the SUEK Leninsk-Kuznetsky

affiliate responsible for gathering and managing primary information and data on
material ecological and social aspects of the work of the affiliate’s enterprises;
-

Verification of the adequacy of a number of statements, declarations, and data

contained in the Report by SUEK sites of social and industrial activities in
Leninsk-Kuznetsky that were suggested by the management of the Company as the most
characteristic of SUEK’s sustainable development in the most representative region of
its operation;
-

Verification of a sample of the Report statements and data concerning produc

tion activities; personnel management; industrial and occupational safety; environment
protection; and social investments as compared to the principles of corporate social
responsibility declared by the Company (see the Corporate Social Responsibility
Principles section of the Report);
-

Review of the SUEK processes of gathering, processing, recording, transferring,

analysing, selecting, and consolidating data to be included in the Report;
-

Checks of the social reporting internal audit procedures used by SUEK;

-

Analyses of a sample of mass media data and published statements by third

parties pertaining to SUEK’s adherence to the sustainable development values as refer
ences for verification of the validity of declarations made in the Report;
-

Analyses of the Report and information on economic, ecological, and social

aspects of the Company’s operation published on the corporate website and in the
SUEK Annual Report for 2005;
-

Benchmarking of the Report against the social report of a leading foreign coal

company (Rio Tinto 2005 “Sustainable Development Review”) to identify possible
directions for the development of social reporting;
-

Verification of how the Company ensures availability of the Report to all stake

holders and collects feedback.

Limitations
Information on performance beyond 2005 was not verified.
Information on financial performance was not verified with the exception of investments
in the creation of safe working conditions, environment protection, and social invest
ments.
Statements expressing opinions, beliefs or intentions of SUEK to perform certain activi
ties in the future were not verified.
Assurance did not include visiting SUEK stakeholder dialogues.
Assurance was provided for the following segments of operation: coal mining; servicing
and supporting coal mining.
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Operational level assurance included visits to the following locations: OAO SUEK affil
iate in Leninsk-Kuznetsky; OAO Kirov Mine; social sites in Leninsk-Kuznetsky and the
village of Karagailinsky (Prokopievsk District, Kemerovo Oblast); and the administra
tion of Karagailinsky. During the visits we assessed the processes used to gather and
process information on personnel management; industrial and occupational safety, and
environmental protection; SUEK investments in social and economic development of the
region; and SUEK agreements on social and economic cooperation with regional and
municipal authorities.
Degree of assurance
Our purpose was to provide substantiated, rather than absolute, assurance based on a
sample of confirming information. We believe that data collected in the course of this
assurance process provides a sufficient foundation for our conclusions regarding each
of the AA 1000 AS principles (materiality, completeness, and responsiveness) within
the technical assignment agreed upon with SUEK. We have relied on information pro
vided to us during the assurance process by SUEK management, which includes pri
mary data from affiliates and subsidiaries of the Company.
Main conclusions
Based on our assurance of selected data we believe that:

The Report as a whole provides an adequate representation of SUEK activities
from the standpoint of corporate social reporting;

The Report is presented in a clear and comprehensible form and is precise,
objective, and informative;

Information in the Report on the whole complies with AA 1000 AS and with
GRI Guidelines (G2 and G3) principles;

SUEK has the necessary resources to identify significant economic, environmen
tal, and social aspects of operation in the context of sustainable development, and to
manage related processes, as well as to identify related stakeholder expectations and
respond to them;

Supervision of the reporting process is sufficiently supported by organisational
policies and resources.
Materiality
We cannot name a single significant aspect of sustainable development that was not
mentioned in the Report.
The Company has determined its approach to identification of key issues to be covered
in the Report (see the Objectives and Contents of the Corporate Social Responsibility
Report section).
The Report covers most of the main GRI environmental and social performance indica
tors applicable to the Company.
Information about SUEK participation in the National Carbon Compact presented in the
Report is material for stakeholders because it gives an idea of the Company’s position
with respect to development of the Russian national carbon market and also about real
isation of programmes to reduce emissions and negative environmental impact.
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Information presented in the Report on the corporate website is material for stakeholders
and can influence their decisions and treatment of the Company in future.

Completeness
We believe that the Report contains sufficiently complete information on the economic,
environmental, and social performance of SUEK within the reporting boundaries (see
the Social Reporting Process section).
Our assurance has not identified a single affiliate or subsidiary of significance for social
reporting whose information was not presented in the Report as part of the consolidat
ed report.
We believe that primary information from affiliates and subsidiaries on key perform
ance indicators was grouped and presented correctly. We have not discovered any
mistakes or omissions that could result in significant misrepresentation of consolidated
performance data.
The absence in the Report of information on some GRI performance indicators is caused
by the Company’s choice for the first reporting cycle of indicators for which there is reli
able information or which, according to the Company, are of major significance for sus
tainability at this stage.
The Report provides comparative evaluation of industrial and occupational safety at
the Company against the average figures for the Russian coal mining industry.

Responsiveness to stakeholder expectations
Local governments and communities: the Company responds to regional needs by fund
ing social projects within the scope of agreements on social and economic partnership
signed with regional and municipal authorities, and by supporting charity programmes
in the regions of its operation. In 2005 the total amount of investment in regional social
programmes was 486 million roubles.
Employees: their interests and expectations are taken into consideration through collec
tive bargaining agreements between SUEK, its affiliates and subsidiaries, and trade
union committees.
Civil society: the right to a favourable environment is ensured through consistent envi
ronmental efforts of the Company in accordance with the Environmental Protection
Programmes for SUEK Affiliates in 2005-2010, and through various programmes for
modernisation of technological processes and equipment. In 2005 the Company spent
a total of 365 million roubles on environmental protection.
Shareholders: the opinions and expectations of shareholders receive a response
through realisation of SUEK corporate governance principles, including annual gener
al shareholder meetings, reliable feedback, and the work of the Board of Directors
where the majority of members are independent directors.
Consumers: their requirements are met by regular shipment of product with certified
quality.
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Compliance with GRI recommendations
The Report was prepared using the GRI Sustainability Reporting Guidelines and con
tains information on most standard reporting elements and performance indicators
used by GRI.
Recommendations for the development of corporate
social reporting management
Development and introduction of a system for non-financial reporting management.
Planning and documenting dialogues with stakeholders.
Systematic processing of information on dynamics of the Company’s environmental
indicators, including participation in the National Carbon Compact; providing addition
al information on greenhouse gas emissions.
Development of criteria for evaluation of social programmes and the effectiveness of
such projects.
Improvement of the social reporting internal audit system and subsequent publication of
audit results.
Bureau Veritas statement of independence,
impartiality and competence
ZAO Bureau Veritas Rus is an independent professional service company that specialises
in quality, safety, environmental, and social management. Bureau Veritas has imple
mented a Code of Ethics throughout the organisation which is intended to ensure that
all our staff maintain high ethical standards in their day-to-day business activities. We
are particularly vigilant in the prevention of conflict of interest.
Bureau Veritas has an independent certification unit, BVQI, with a team of auditors who
provide social reporting assurance services and have vast experience in evaluation of
systems and processes related to quality, occupational and industrial safety, ecology
and social responsibility. They have an excellent understanding of international best
practices in corporate social responsibility reporting assurance and evaluation.
Bureau Veritas testifies that this Assurance Statement contains an independent evalua
tion by a social assuror (third party assurance). Bureau Veritas has no commercial or
other significant interest in the operation of SUEK aside from assurance services.

ZAO Bureau Veritas Rus
November 10, 2006

Vera Skitina
Senior Auditor

Leonid Yaskin
Senior Auditor
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Percentage and total
volume of water
recycled and reused

Environ
mental
Impact

75

99

100

6

-

EN14

Environmental
performance
(core)

Significant environ
mental impacts of
principal products
and services

Environ
mental
Impact

69

7

EN14

-

Environmental
performance
(additional)

Area of habitats pro
tected or restored

Environ
mental
Impact

70

8

EN15

EN27

Environmental
performance
(additional)

Programs for
managing impacts on
biodiversity

Environ
mental
Impact

7778

9

EN19

EN10

Environmental
performance
(core)

NOx, SOx, and
other significant air
emissions by weight

Environ
mental
Impact

7374

10

EN20

EN11

Environmental
performance
(core)

Total amount of
waste by type and
destination

Environ
mental
Impact

76

11

EN21

EN12

Environmental
performance
(core)

Total water discharge
and quality

Environ
mental
Impact

76

12

EN26

Environmental
performance
(core)

Initiatives to manage
the environmental
impact of products
and services and
extent of impact
reduction

Environ
mental
Impact

7273

13

EN30

EN35

Environmental
performance
(core)

Total environmental
protection expendi
tures by type

Environ
mental
Impact

79

14

-

LA1

Social
performance
indicators
(core)

Breakdown of total
workforce, where
possible by
region/country, sta
tus, employment type,
and contract

Social and
Labour
Relations

44

-

15

LA2

LA2

Social
performance
indicators
(core)

Total number and
rate of employee
turnover broken
down by age group
and gender

Social and
Labour
Relations

43, 45

16

LA4

LA3

Social
performance
indicators
(core)

Percentage of
employees
represented by
independent trade
union organisations
or covered by
collective bargaining
agreements

Social and
Labour
Relations

48, 52

17

LA5

LA4

Social
performance
indicators
(core)

Minimum notice
period(s) and
consultation and
negotiation practices
with employees
and/or their
representatives
regarding
operational changes

Social and
Labour
Relations

47, 56

18

LA7

LA8

Labour practices
and decent work:
performance
indicators
(core)

Rates of injury,
occupational
diseases, lost days,
and absenteeism and
number of
work-related
fatalities

Health and
Safety

64

19

LA8

LA8

Labour practices
and decent work:
performance
indicators
(core)

Education, training,
counselling,
prevention and
risk-control
programmes in place
for assisting
workforce members,
their families or
community members
affected by
HIV/AIDS or other
serious communicable
diseases

Health and
Safety

67

101

102

20

LA9

-

Labour practices
and decent work:
performance
indicators
(additional)

Elements of
occupational health
and safety
management
approach

Health and
Safety

5967

21

LA10

LA15

Labour practices
and decent work:
performance
indicators
(additional)

Health and safety
topics covered in
formal agreements
with trade unions

Health and
Safety

61

22

LA11

LA9

Social
performance
indicators
(core)

Average hours of
training per year per
employee broken
down by employee
category

Social and
Labour
Relations

49

23

LA12

LA16;
LA17

Social
performance
indicators
(additional)

Programmes for skill
management and
lifelong learning that
support the continued
employability of
employees and assist
them in managing
career endings

Social and
Labour
Relations

4850

24

LA14

LA11

Social
performance
indicators
(core)

Composition of
governance bodies
and breakdown of
employees per
category according
to gender, age
group, minority
group membership,
and other indicators
of diversity

Social and
Labour
Relations

47

25



LA12

Social
performance indi
cators
(additional)

Employee benefits
beyond those legally
mandated (such as
healthcare,
education,
disability,
maternity,
and retirement
allowances)

Social and
Labour
Relations

52, 54

26



LA13

Social
performance indi
cators
(additional)

Provision for formal
worker
representation in
decision making or
management,
including corporate
governance

Social and
Labour
Relations

5657

27

HR2

HR3

Social
performance
indicators
(core)

Percentage of major
suppliers and
contractors that
underwent screening
on human rights

Company
and
Community

83

28



HR5

Social
performance
indicators
(core)

Description of
freedom of
association policy
and extent to which
this policy is
universally applied
independent of local
laws, as well as
description of
procedures or
programmes to
assess this issue

Social and
Labour
Relations

4748,
57

29

HR6

HR6

Social
performance
indicators
(core)

Incidence of child
labour

Social and
Labour
Relations

48

30

HR7

HR7

Social
performance
indicators
(core)

Incidence of forced
or compulsory labour

Social and
Labour
Relations

47

103

31

HR8



Social
performance
indicators
(additional)

Procedures for
complaints and
grievances filed by
customers,
employees, and
communities
concerning human
rights, including
provisions for
non-retaliation

Social and
Labour
Relations

48, 56

32



HR12

Social
performance
indicators
(additional)

Description of
policies, guidelines
and procedures to
address the needs of
indigenous people

Company
and
Community

81

SO1

SO1

Social
performance
indicators
(core)

Programmes and
practices for
assessing and
managing the
impacts of operations
on communities,
including entering,
operating and exiting

Company
and
Community

8287

33

34

SO4

SO3

Social
performance
indicators
(core)

Participation in public
policy development

Company
and
Community

8183

35



SO4

Social
performance
indicators
(additional)

Awards received
relevant to social,
ethical and
environmental
performance

SUEK
Performance
in 20012005

24, 35,
46, 55

Social and
Labour
Relations

36

104

PR1

PR1

Social
performance
indicators
(core)

Procedures for
improving health and
safety across the life
cycle of products and
services

Health and
Safety

5967

37

PR3

PR2

Social
performance
indicators
(core)

Procedures for
product and service
information and
labelling

Company
and
Community

89

38

PR5

PR8

Social
performance
indicators
(additional)

Description of
reporter's policy, pro
cedures/ management
systems, and compli
ance mechanisms
related to customer
satisfaction, including
results of surveys
measuring stomer sat
isfaction

Company
and
Community

89

105

APPENDIX

BUSINESSES AND AFFILIATES REFERRED TO
IN THE REPORT

Krasnoyarsk Kray
OAO “Borodinsky Open Pit”
Borodino affiliate of OAO SUEK
Nazarovo affiliate of OAO SUEK
OOO “Borodino Mechanical Repair Factory”
Affiliate of OAO SUEK, “Borodino Cargo and
Transportation Department”
OOO “StroiService”
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OOO “Nazarovo Mining Equipment Maintenance
Department”
Affiliate of OAO SUEK, “Borodino Mechanical
Repair Factory”
Berezovsky affiliate of OAO SUEK
OAO “Nazarovsky Open Pit”
OAO “Berezovsky-1 Open Pit”
OOO “Nazarovo Mechanical Repair Factory”
Affiliate of OAO SUEK in Krasnoyarsk

Chita Oblast
OAO “Kharanorsky Open Pit”
Vostochny affiliate of OAO SUEK
OOO “Chernovskye TsEMM”
OOO “ChitaUgol”
Affiliate of OAO SUEK in Chita

OOO “Artyomovsk Mechanical Repair
Department”
OOO “Pravoberezhnoye”
OOO “Nezhinsky Open Pit”
ZAO “Primorsky Coal Company”
ZAO “PrimorskUgleSbyt”
OAO “UrgalUgol”
OOO “Urgal Coal Company”
OOO “North Urgal”
Vladivostok affiliate of OAO SUEK

Republic of Khakasia
OOO “Chernogorsk Coal Company”
OOO “Vostochno-Beisky Open Pit”
OAO “Izykhsky Open Pit”
OAO “Chernogorsk Mechanical Repair Factory”
OOO “KhakasRazrezUgol”
OOO “SayanSoyuzService”
OOO “Chernogorsk Energy Department”
Chernogorsk affiliate of OAO SUEK
ZAO “KhakasUgol”
Irkutsk Oblast and
Republic of Buryatia
Mugun affiliate of OAO SUEK
OOO “Mugun Chip-Stone Pit”
OAO “Tunguisky Open Pit”
Tungui affiliate of OAO SUEK
OAO SUEK affiliate, “Tungui Cargo and
Transportation Department”
Azei affiliate of OAO SUEK
OOO “Azei Joint Cargo and Transportation
Department”
OAO SUEK affiliate, “Azei Joint Cargo and
Transportation Department”
OAO “Tulun Open Pit”
OOO “Cheremkhovsky Open Pit”
OOO “Cheremkhovo Auto Park”
OOO “Cheremkhovo Cargo and Transportation
Department”
Safronovo affiliate of OAO SUEK
OOO “Kasyanovo Preparation Factory”
OOO “Ore Repair Factory”
OOO “Svirsky Mechanical Repair Factory”
OOO “VostSibUgol Company”
Affiliate of OAO SUEK in Irkutsk

Kemerovo Oblast
OAO “Kolmogorovskaya Mine”
OAO “Kirov Mine”
OAO “November 7th Mine”
OAO “Komsomolets Mine”
OAO “Polysaevskaya Mine”
OAO “Yegozovskaya Mine”
OAO “Krasnoyarskaya Mine”
OAO “Oktyabrskaya Mine”
OAO “Cargo and Transportation Department”
OAO “Leninsk Transportation Enterprise
‘Avtomobilist’”
OAO “Technological Communications”
OAO “Energy Department”
OAO “Department for Prevention and
Recultivation”
OOO “SibDamelNovomag”
OAO “ShakhtoStroi”
OOO “SpetsNaladka”
OAO “Investment Company Sokolovskaya”
OAO “East Kuzbass”
OAO “Kuzbass Financial and Investment Coal
Corporation ‘KuzbassInvestUgol’”
OAO “APK ‘Sibir’”
OAO “Mining Department Kotinskoye”
ZAO “Maisky Open Pit”
OOO “Kamyshansky Open Pit”
OAO “Siberian Research Institute of Coal
Preparation”
OOO “Falcon Leasing”
OOO “Sub-Station 220/110 Sokolovskaya”
OOO “Central Coal Chemistry Laboratory”
Affiliate of OAO SUEK in Leninsk-Kuznetsky

Moscow

Primorsky and
Khabarovsk Krays
OAO SUEK
OAO “PrimorskUgol”
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SUEK
www.suek.ru

