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Address to Readers

Dear friends,

0JSC SUEK presents to you the next third reporthi@ sphere of sustainable development. This
document covers the period of 20RF08 and tells about the results of activity of the Compamy
improvement of quality of life of its employees and their families, increase of level of industrial safety at
our enterprises, about interaction with local communities and trade unions, about development in the
sphere environmental protection.

Published reports of OJSC SUEK in the sphere of sustainable development have drawn considerabl
attention of readers. The fiHeack allowed us to reveal great interest on the part of employees of the
Company, representatives of public organizations, governments of the regional and federal levels
Russian and foreign business. Thus, we made sure that such reporting is intanestiegessary to the
society. Having received feedback, we have partly revised the activity in the sphere of sustainable
development, have introduced certain adjustments and improvements into the socially important projects
have raised efficiency of sotiavestments.

For the two years covered in the report the Company achieved considerable results in production an
marketing activity, in the financial sphere and corporate development and, certainly, in relations with
local communities in regions of perxce of the Company. We have strengthened positions of the largest
coal and energy company of Russia: today SUEK surely keeps the status of the leader on coal minin
volumes, supply of coal to both domestic and external markets. We continued to strémgtpesition

of one of the leading fuel and energy companies of the world: SUEK is one of the largest companies ir
the world in terms of volumes of extraction and is one of the key world exporters of coal. Record
indicators of production were achieved: Dénillion tons in 2008 In total, for these two years our
enterprises produced more than 187 million tons of coal.

In 20072008 the Company continued implementation of the most-agdée investment program in the
Russian coal industry. Almost RUR 28 bimere applied for acquisition of stadéthe-art equipment,
decision of logistics and transport infrastructure issues, coal quality improvement. For the two years
expired we finished construction and commissioned Vanino Bulk Terrdingihe largest investent

project of the Company.

Due to the investments made, labor productivity at SUEK entergaséiselast four yeardas increased

more thanl.5 times and continues to grow today. SUEK enterprises are déadRussia in terms of

labor productivity, ad some mines andurface mine are among the most efficient in the world.
Introduction of new equipment and statethe-art technologies, measures take to improve industrial
culture led to significant improvement of safety of production environmentgctieduof injury rate.
Implementation of project on disposal of degassed methane aimed at minimization of greenhouse ga
emission and provision for safety of mining was among the considerable achievements of the Company.

In 20072008 the major step in implentation of SUEK development strategy as the coal and energy
company using the synergy of coal and energy lines of business was made. As the result of completion ¢
reform of RAO UES of Russia, OJSC SUEK became the main shareholder of OJSC Kuzbassehergo a
OJSC Yenisei TGC (TGQ3).

We believe that the Company has achieved success in the sphestagiable developmewhich OJSC

SUEK considers as an integral part of business. Scales and importance of SUEK business both for tt
country and for the inteational economy assign certain social and public obligations to the Company.
Our achievementsiithis sphere are described in this report. We strive not only to effectively perform our

! Hereinafter the CompanySUEK, OJSC Siberian CoalEnergy Companyshall meanOJSC SUEKand the
companievithin thegroup ofentitiesof 0JSC SUEK
? Detailed information ipresentedn page 2



obligations to employees, society and future generations. Our objéctiy promote development of new
technologies, to create new standards in the sphere of sustainable development. Implementation ¢
environmentalprojecs, SUEK-REGIONS Foundation programs on social development of territories,
large scale land restorati@me practical examples of responsible business practice of the Company, its
contribution to social progress of the socieffiese successes are publicly recognizég the result of

2008 SUE§K was among the leader of the rating of corporate social rislitygnamong the Russian
companie

Global economic crisis which began in the end of 2008 and worsened market conditions influenced the
Companyb6s work for sure. The board of director
crisis action plan defing the vector of development of the Company for the nearesttehortperiod.

The plan is aimed at maintenance of stability of current activity management; implementation of the
major investment projects focused at maintenance of necessary level ofitioal and industrial safety,
sustainable operation of electric energy enterprises. Operative acceptance and introduction of this pla
allowed to mitigate in many respects influence of the economic crisis on operation of SUEK enterprises.
It is necessaryotnotice that the Company kept the projects in the social sphere.

Due to the considerable safety factor worked out for previous years, stability of industrial and
administrative processes, high operational efficiency, timely acceptedriaitiprogramthe Company

has all possibilities not only to resist to the crisis situation, but also to strengthen its leading positions in
coal energy industry and in the world energy market. The Company plans to keep the status of the leade
including in the spherefcsustainable development, to strengthen relations with all communities and
audiences significant for it.

The social report for OJSC SUEK is an important tool for further development of these relations. We
hope that familiarization with this document wiké useful and interesting for our readers, we will wait
for your responses and remarks.

Chairman of the Board of Directors CEO

Alexander Landis Vladimir Rashevsky

% According b Russian version of Accountability Rating global project.



Companyods Profile

0OJSC Siberian Coal Energy Company is the largest coal and energyrieaten Russia and one of the
leaders of the global coal industiryin terms of coal reserves, coal mining volumes, supply to the world
market.

SUEK mission is to be a reliable supplier of energy to its customers, improving conditions of life of
future generations.

SUEK provides about 30% of supply of coal at domestic market and 24% of Russian coal export, is one
of 50 largest companies of Russia by volumes of sales. The company is one of the largest suppliers ¢
energy coal in Europe, increases salesuwels to Asian markets and exports coal to more than 30
countries in Europe and Asia. Export deliveries of OJSC SUEK are carried out through a 100% affiliated
company, SUEK AG, which offices are opened in Switzerland, Poland, Indonesia and Taiwan.
Geograpltal location of SUEK extracting enterprises allows to work effectively both on European and
on Asian markets. Diversification of coal supplies is supported by development of own logistical and
infrastructural capacities: in 2008 the first turn of VanindkBiierminal in the Khabarovsk Territory was

put into pilot operation. In the long term the terminal will become the largest in the Far East which will
allow to improve efficiency of deliveries to one of the key markets of energydcaidle countries of
Asian-Pacific Region.

Share of production of electric energy by affiliated companies of OJSC SUEK in total production
throughout the Russian Federation in 2008 made 5.6%. Subsidiary and affiliated companies of OJS(
SUEK in electric energy industry (OJSC Kugbanergo and Yenisei TGC (TAQ)) ensure energy and

heat supply in the Kemerovo Region, Altay and Krasnoyarsk Territories, Republics of Khakassia and
Tyva with total population over 9 million persons

Being the reliable supplier ensuring uninterrupted &mekly supply, strictly performing contractual
obligations irrespective of fluctuations of the market environment, the Company guarantees high level of
services for clients in all segments of business. Sustainable work of SUEK is supported by synergy effe
of activity of coal and energy segments of business which allows to optimize Company business
processes, cut costs, improve the level of management of coal deliveries (SUEK coal mining enterprise
are the main suppliers of fuel for affiliated energy pames of the Company).

In terms of labor productivity indicators, now SUEK has one of the leading positions in the industry.
Some mines andurface mine of SUEK are among the most efficient in the world. In particular,
Kotinsky mine (the Kemerovo regipiis one of the best mines of the world by the indicator of monthly
coal production by one face.

SUEK is one of the largest employers in Siberia and in the Far East, providing employment for over 49
thousand persons in coal and energy industry. In itgiggctine Company is fully guided by principles of
corporate social responsibility. Thus, the Company aspires to develop partner relations with all
stakeholders focusing on improvement of labor safety of employees and on their social protection,
investing funds into development of regions of presence and systematically reducing environmental
impact. Based on the results for 2008, the Company was one of the leaders of corporate socic
responsibility (CSR) rating among the Russian companies, taken the fmsition in the Russian
version of Accountability Rating Global ProjécSuccesses of the Company in the field of social
responsibility were appreciated and awarded with the Diploma of the Federation Council of the Federa
Assembly of the Russian Fedeaqti

SUEK actively participates in formation of electric energy industry development strategy, taking part in
the work of advisory councils at competent public authorities. The Company is a member of the Siberiar

* http://www. fcinfo.ru/themes/basic/material@cument.asp ?folder=1465&matlD=200787
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Energy Association and a -<dounder of Counit of Electric Energy Producers Noncommercial
Partnership.

Coal-mining Business Segment

Coal line of SUEK business includes 33 epahing enterprises, 8 preparation plants and modules, 11
transport and service enterprises. Coal assets of the Compagwographically diversified they are
located in the majority of the main ceaining regions of Russia. Reserves are characterized by high
level of geological exploration. Advantages of deposits include favorable geological and geographical
conditions ofextraction. About 70% of coal is mined by open pit; depth of bed position does not exceed
200 m. At the same time, SUEK is the largest coal company of Russia in terms of volumes of
underground coal mining which imposes especially strict requirements amizmgon and safety of
work.

Coalmining and service enterprises of the Company are usually united into regional production
companies: OJSC SUEKKuzbass OJSC SUEKKrasnoyarsk LLC SUEK-Khakassia OJSC
Primorskugol, OJSC Urgalugol.

Licensed sites of theleposits developed by mines aadrface mine of SUEK are located in the
Kemerovo RegionTransbaikalia Krasnoyarsk, Primorie and Khabarovsk Territories, in the republics of
Khakassia and Buryatia. Optimum reserves of brown coals for-gipenining are oncentrated at
Borodinsky and Berezovsky surface ming (Krasnoyarsk Territory). Large reserves of high quality
power coals are found at Kharanorskyface mingChita Region). Coal of high quality is produced at
Tugnuyskysurface mindRepublic of Bury&ia). Beyskycoal field of Minusinskcoal basinRepublic of
Khakassiqis promising. Coal reserves for underground mining are mainly concentrated at mine fields of
Kuznetskcoal basin(Kemerovo Region). The total volume of proved and probable coal resefve
SUEK enterprises, according to the evaluation by SRK Consulting, in compliance with international
standards of calculation of reserves of minerals made 5.4 billion tons as of 01.01.2007.

The basic priorities of SUEK investment strategy in coal bssine
e Overall modernization of equipment at coaihing enterprises for maintenance of international
standards of safety and labor productivity;
e Implementation of coal preparation program through reconstruction and building of new
preparation capacities;
e Reorientation of production processes to us@pofed technologies of coal production and coal
processing.

Energy Business Segment

0OJSC SUEK is the main shareholder of OJSC Kuzbassenergo and OJSC Yenisei TG TWEE the
cumulative installed generah capacity of about 7 thousand mW, and the largest private investor in
0OJSC FaiEastern Energy Company. The structure of OJSC Kuzbassenergo and OJSC Yenisei TGC
(TGC-13) includes 4 GRES and 13 CHPS as well as service and repair divisions.

Providing relidle and uninterrupted supply of consumers with heat and electric power, energy companies
carry out the following principal types of economic activities:
e Production of electric and heat power;
e Transportation and sale of heat energy produced by compardeguachased from other
producers;
e Sale of produced electric energy to the wholesale energy market.

0OJSC Kuzbassenergo and OJSC Yenisei TGC (IGQmake necessary investments into accifiest
functioning of generating equipment. Development of compEherprogram of increase of efficiency
of all stations forming part of these companies betraaddition, investment programs on development
of coal generating capacities are implemented

7



0JSC Kuzbassenergaarries out its activity in territory of the Keerovo Region and Altay Territory.
0OJSC Kuzbassenergo includes the following producing units:

Kemerovo Region Altay Territory

e Kemerovo GRES o BarnaulCHPS1
e KemerovoCHPS . BarnaulCHPS2
e Novo-KemerovoCHPS o BarnaulCHPS3
e KuznetskaydCHPS

e TomUsinskaya ®RES

e Belovskaya GRES

Total installed electric capacity of stations of OJSC Kuzbassenergo makes 4388.2 mW. The installec
heating capacity is 8744.5 Gkal/h.

0OJSC Yenisei TGC (TGG13) carries out its activity in territory of the Krasnoyarsk Territory and
Republic ofKhakassiaThe Company includes the following producing units:

KrasnoyarskTerritory Republic ofKhakassia

e KrasnoyarsiCHPS1 e AbakanCHPS
e KrasnoyarskCHPS2

e KrasnoyarskCHPS3

e Nazarovskaya GRES

e KanskayaCHPS

e  MinusinskCHPS

e  SosnovobmskayaCHPS

Total installed electric capacity of stations of OJSC Yenisei TGC (I&0makes 2518.0 mW. The
installed heating capacity is 6983.1 Gkal/h.



Basic Characteristics of the Corporate Social Report

In order to use in practice the principle
transparency in the relations with stakeholde
0OJSC SUEK regularly prepares and publish
corporate social reports. The respecti
approach was documented by the resolution
the Board of Directors of OJSC SUEK in 200
This report is the third one artd covers the
activity of the Company for 2062008.

The document ensures succession &
development of the social reporting of SUE
On the one hand, the corporate social report
allows to develop and support constructi
dialogue with the stakeholders thus
contributing to formation of their integral an

The first corporate social report (for 2001-2005)
was one of the first public documents of the Compa
and covered the fivgear period of SUEK
establishment and developmenfThis document
publishedin 2006 became an important step in th
Company O6lespmentd eance improvement of
transparency

The report for 2001-2005 was prepared using the
recommendations of GRI international manageme
Report verification was performed tBureau Veritas
Certification.

Reportmaybefoundat the Company's wetite
http://www.suekru/pagephp?id=73&mfile=518

objective vision of the results of SUEK activity

in the sphere of development of social and economic success and environmental protection. At the san
time, preparation of reports gives new opportesitio the Company to improve corporate governance
system and allows to optimize business processes reconciling them with the results in the sphere ¢

sustainable development.

Initial Objectives

New Opportunities

Main Results

. . v Invent f social project
v Ensure information and ::;132:; sovatprojects
transparency of the Company + Formation of target
. v Significant increase in the . . Ls
v Overcome negative . social policy principles
" £Co . level of analysis of corporate
s ereoty_pes_o mparny s social responsibility techniques v Activation and
perception in the business and ; vement of efficien.
expert community » Establishment of information o - ¥
flows of dialogue with
v Publicly announce social stakeholders
responsibility of the Company ’ Anal_yms of best plmfhoes, _ + From social cxponsesto
including those compliant with .-
v Show first results of the internationally tod social investments
application of the modern criteria T
principles of corporate
governance
. s Development and Establishment of “feedback link™
mﬁ;@if;’;m;;ls’ilxym d introduction of progressive between the result of social reperting
m-g not sfemﬂﬁc policies and management and development strategy of the
5y procedures Company

GRI Compliance

GRI (Global Reporting Initiative) is the internationally acespstandard for preparation of reports in the

sphere of sustainable development.

The following GRI documents were used in the course of preparation of this report:
e Guidelines for reportingn the sphere of sustainable developnm{&8B version, 2006);


http://www.suek.ru/page.php?id=73&mfile=518

e Industrial supplement to GRI for metallurgical and mining sector (Sustainability Reporting
Guidelines & Mining and Metals Sector Supplement).

The current version of GRI Guidelines outlifear main principles to define the contents of the report:
importance coverage of stakeholders, contexso$tainable developmemompleteness. While preparing

this report, SUEK tried to apply these principles to the maximum possible extent.

Importance

Coverage of stakeholders

Context of  sustainable

development

Completeness

Company's actity for 20072008 was analyzed, essential facts
outlined and key events in sustainable development contex
described. At formation of the list of key themes, OJSC SUEK
guided by the best practices of creation of social reports by the I
world companies.

The report includes those facts and events which, according t
Company, are significant for various groups of stakeholders.
Companyodés activity i s pgnta sievnof
business as such, but also in a wider context. In particular, this c
includes description of SUEK contribution or future contribution i
the change of economic, ecological and social situation, develoy
processes and trends at4l, regional and global levels.

The Company tried to give the most full information on the acti

including:

e Reflection of a wide rangeof subjects connected wil
sustainable development;

e Inclusion of

companies;
e Provision of wide range of relevant information for f
accounting time period.

According to the Company, this repadrresponds to level Co f

fiSustainabl e

Summary tables of complianoéthe reporwith the spedied systems are presented on padeZ®

Report Verification

information on subsidiary and tfied

Repo

SUEK considers document check and verification by independent auditors in terms of reliability,
completeness and objectivity of the information provided as an importance component of report

preparation. The report was verified by the

Internal Control and Audit Service of th
Company. This service is independent frg
the Company's management which fg
ensures objectivity of verification an
reliability of t he
verification, the auditors were guided by:

e The current legislation;

e Standards of professional intern
auditing of the Institute of Interna
Auditors;

e GRI Sustainable
Guidelines;

e Regulations on the Internal Contrc¢
and Audit Service of OJSC SUEK;

Reporting

e Internal regulatory documents @

The second corporate social report (covers 2006)
describeghe main provisionsof the long-term strategy
of the Company, priorities of the social andsmnel
policy, SUEK objectives in the spheres of use
icl eanod coal mi ni ng an
environmental  protection and labor  safet
improvement

This Reportwas awardedwith severaldiplomasfrom
the business communitsRI Guidelinesof the third
version were usedto prepareit (application leveld
#+). Report audit was held byBureau Veritas
Certification.

The i s avai lsaebl e

http://www.suek.ru/pagehp?id=73&mfile=515

report

0OJSC SUEK.

The text of report of the Internal Audit Service is presented in this report on pagas 60

eport

10


http://www.suek.ru/page.php?id=73&mfile=515

Report Boundaries

As compared with the previous reports, in this report the reporting boundaries have undergane certai
changes. In particular, as SUEK accepted electric energy companies into its structure, the informatiol
provided on SUEK subsidiaries and affiliates (S&A) is structured by two main lines of activity:

e Coal mining business segment (includes coal miningsandce companies);

e Electric energy business segment (OJSC Kuzbassenergo, OJSC Yenisei TGC3jJ.GC
The reporting covers the enterprises operating in 10 regions of the Russian Federation: Kemerovo Regiol
Krasnoyarsk, Primorie, KhabarovsSksansbaikaliasand Altay Territory, Republics of Buryatighakassia
Irkutsk Regiofi and Moscow.

Contents of the Social Report

This report presents key information on SUEK activity in 28008 in the context of sustainable
development and various aspects.

Much attetion in the report is paid to corporate governance and extension of dialogue with the
stakeholder$ these issues are vital to increase the Company's transparency and compliance of its activit
with the world best practices.

The report presents informati in the sphere of social and labor relations, improvement of labor
conditions, quality of employeesd6 | ife which re¢
of the best employer in Russia.

The essential part of the report is devotetheoCompany's activity in the sphere of health and safety.

The report covers the relations of the Company with the local communities: it reflects the principles of
soci al partnership, main approaches t thetertitogiesC o m|
of presence, projects and programs implemented.

Data on the environmental impact of the production processes of the Company take an important place i
this document. Reduction of negative environmental impact is one of the strategieprdSUEK.

The report describes in detail the activity of the Company within the frameworks of development of new
technologies and new business practices in the sphere of sustainable development.

®In 2008 theCompany stopped to be a shareholder of the companies located in the Irkutsk Region
11



SUEK: Main Results for 20072008

Integral Indicators

SUEK is the largest Russian producer and supplier of coal at the domestic and external markets, is one
the global leaders in terms of these indicators. Thus, in 20@¥ production volumeshby SUEK
companies made 90.9 min. tons, in 280®6.2 min. tonof coal.

The Company strengthens its leadership positions in the fielwbalf supply both at domestic and
external mar ket s. The Companyds internadi2@2nal
million tons of coal. Coal sales at the expodrkets are carried out through a 100% subsidiary of OJSC
SUEKA SUEK AG. The basic directions of international sales are the European countries (including the
UK, the Netherlands, Denmark, Finland, Poland, France, Germany) and the countries eé?akdian
region (including China, Japan, South Korea, Taiwan). Consumers of SUEK coal are a large number o
the major foreign power and industrial corporations.

The volume of coal salen 2007 made 89 million tons, in 20@8 95.7 million tons. At the domestic
market sales made 63.2 million tons in 2007 and 67.5 million tons in 2008. Electric power companies
account for the major part of coal supplies.

In 2007 sales revenuemade RUR 72,688 million (from coal sade RUR 61,393 million), in 200&
RUR 92,700 millon (from coal salé RUR 76,101 million).The profit from core activity made RUR
4,135 million in 2007 and RUR 5,232 million in 2008.

Productivity of coal mining has grown since 20Qhore thanl.5 timesd up to 3741 tons/person a year
and now exceeds by methan two times the average indicator for the coal industry of the Russian
Federation. Some SUEK mines aulface mins are among the most effective in the world.

Coal mining productivity for SUEK, ton/person/year Coal mining productivity, 2008, ton/person/year
4000 3741 4000 3741
3500 3144 3500
3000 878 3000

2500 2382 2500
2000 2000 1768
1500 1500
1000 1000

500 300

2005 2006 2007 2008 SUEK Russia (without SUEK)

Development of Energy Business Segment of the Company

Achievement of maximum syngy effect from combination of coal and energy businesses of SUEK is
one of the major points of development strategy of the Company till 2020. Therefore, while forming
vertically integrated fuel and energy company, SUEK focused at energy sector, filst aif the
enterprises which principal type of fuel was coal.

® Taking into account coal mining by LLC Company Vostsibugol (QI 2008), 0JSC Komsomolets Mine (2008) and
0JSC Egozovsky Mine (Januakjay 2008) which were allocated in theurse of reorganization of OJSC SUEK in
2007, but during the specified period continued to be a part of OJSC SUEK group of entities. Without indicators of
these enterprises the coal mining volume in 2008 made 91.1 million tons
" Financial indicators ofoal business dbJSC SUEKwithout indicators ofubsidiaries andffiliates dependent of
0JSC SUEKand other legagntitiesfrom OJSC SUEK group of entitieseprovided
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As the result of completion in 202008 of reform of electric power industry and reforming of RAO
UES of Russia, the Company became the main shareholder of OJSC Kuzbassenergo and OJSC Yeni
TGC (TGG13), and the largest private investor of OJSC-Eastern Energy Company. SUEK coal
mining enterprises are the main suppliers of fuel for these companies.

Share of SUEK S& A in electric power generation, 2008

Share of SUEK S& A in heat power generation, 2008

SUEK S&A

Amur Region

Khabarovsk Territory
Primorie Territory

Republic of Sakha (Yakutia)
Kemerovo region
Krasnoyarsk Territory
Altay Territory

Republic of Khakasia

Russian Federation

12,95%

3323%

21,01%

732%

5.65%

49

Other cxompanies

87,05%
06 58%
99,77%
66.77%
78.35% 21.65%
78,.99%
24% 30,76%

92,68%

9435%

SUEK S&A

Other cxompanies

3 430,

023%

Amur Region

Khabarovsk Territory
Primorie Territory

Republic of Sakha (Yakutia)
Kemerovo region
Krasnoyarsk Territory
Altay Territory

Republic of Khakasia

Russian Federation

2025%

72,32%

14.15%

15,87%

2335%

26,99%

25.00%

32.11%

3,72%

79,75%

27,68%

55.85%

24.13%

76.65%

73.01%

71.91%

67.89%

96.28%

The main synergy effects from integration coal and energy businesses of the Compaimedret
increase of efficiency of strategic, investment and operational management and at mitigation of busines
risks. By the beginning of 2009, work on achievement of key synergies in following directions was
performed:

e Integrated fuel supply to owmgenerating
capacities;
Acquisition of inventory and services;
Energy and capacity sale;
Investment process;
Centralization and unification of generg
administrative functions.

Alexander Khloponin, the governor ofthe
Krasnoyarsk Territory :

filt i s thatl eow SSBEKt owns
generating capacitieat theterritory of our
region. It meanshat in thisindudry we have
one more responsible, predibte and
reliable partnen

is From interview to

newspaal

Development of electric power business of SUEK
aimed at strengthening of theadership position in
the market and capitalization increase, maintenaipce
of power and environmental safety, decrease in [[he
cost of products made, production modernizatin)n
and reequipment.

SUEK corporate
GCmpany o0,

For the accounting period production electric and heat poywEEK energy enterprises made:

OJSC Kuzbassenergo 23,232 23,635 14,630 15,079.2
OJSC Yenisei TGC (TG@3) 11,490.3 14,236 13,849.3 14,450.8
Total 34,72 37,871 28,479 29,530

Installed electric capacity use factor in 2008 made 61.4% for OJSC Kuzbassenergo and 64.4% for OJS
Yenisei TGC (TGEL3).
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Investments

From the first years of its activity SUEK invests considerable funds into future developareyihgout
the most largescaleinvestment progranin the Russian coal industry. Volume of investments into SUEK
coal business only for 202008 made almost RUR 28 bin.

SUEK investments in coal business, RUR bin.

LA

2003 2004 2003 2006 2007 2008

Main investment targets in 20072008:

e Overall modernization of equipmerat cal-mining enterprises (first of all, in underground coal
mining) for maintenance of the world standards of productivity and labor safety. Work- on re
equipment of some SUEK mines in the Kemerovo Region, RepubKhakfassisand Khabarovsk
Territory contineed.

e Investments into logistics and transport infrastructure facilitie®r coal transportation.
Construction of Vanino Bulk Terminal was the main project in this sphere (Khabarovsk Territory,
Muchke Bay) which cost made RUR 9 bin. In 282108 the projectame to the final stage and in

the end of 2008 the terminal began its operation. Constructed using the most advanced technologie
after it attains the design capacity (12 million tons of coal transfer per year) it will become one of

three largest coal pis of Russia and will allow to increase significantly the volumes of coal export
to the countries of AsiaRacific region. SUEK also makes considerable investments into railway
infrastructure of the Kemerovo Region, Republic of Buryatia, Krasnoyarsktdrgreivhich total
amount shall make about RUR 5 bin.

e Implementation of coal preparation progranthrough reconstruction and construction of new

preparation capacities. During the period under review the Company constructed the modern

preparation plant at éhTugnuyskySurface minéBuryatia andlransbaikalial erritory), investments
into this project made RUR 2.2 bin.

In electric power industry, OJSC Kuzbassenergo and OJSC Yenisei TGG1J)GGake necessary
investments into accidefitee functioning of the generating equipment and heating systems.

Development of comprehensive program for increase of efficiency of all stations of these companies ha
begun. In addition, investment programs on development of coal generating capacities are implementec

Among themain investment programs are the construction of startup complex of turbine unit with the
capacity of 120 mW of NowKemerovo CHPS and completion of construction of energy unit 1 of
Krasnoyarsk CHPS.
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Investments into energy business, RUR bin.

0OJSC Kuzbassenergo 6.0 4.6
OJSC Yenisei TGC (TGQ3) 1.9 4.5
Total 7.9 9.1
Innovation

SUEK considers introduction of new technologies into the coal industry and coal energy generation
allowing to raise efficiency of production activity of the Quamy to be an integral part of its activity.
Thus, the Company receives additional possibilities for strengthening of its leadership positions at the
power market and gets new impulse for the further development of coal energy generation as ke)
compound pwer industry of the 21 century.

SUEK has formulated the following objectives of its innovative strategy in the field of coal mining:
¢ Increase of ecological compatibility of coal mining;
e Decrease in the production cost;
e Labor productivity increase.

In the field of generation of electric and heat power:
¢ Increase of ecological compatibility of production of electric or heat power;
e Decrease in the production cost of 1 kW or 1 Gcal;
¢ Increase of efficiency of power and heating stations.

Beginning of pilotproduction of semcoke from ordinary coal at Berezovs8urface ming€Krasnoyarsk
Territory) became the important project in the field of innovations in 2007. -&ekmi (coke of
metallurgical purpose) is a raw material for metallurgical enterprises.

NM2008 i n the Kemerovo Region at S. M. Kirov Min
degassing methane at OJSC SUEKi z bass mi neso tri al 0-GHPS withithe n o
capacity of 1 mW was started. This plant will work on theenirethane received as the result of work on
decontamination of the mine. Launch of m@HPS is the first project in Russia which is carried out
within the frameworks of the program on reduction of emissions of carbonic gas under the Kyoto
Protocof. At the moment, possibility of implementation of the project on transfer of boiler houses from
liquid fuel to brown coal and to synthesis gas production is also studied.

Corporate Structure

The main principle of SUEK corporate structure improvement is catitnu of seamless assets
management capable to meet the interests of all shareholders and investors to the maximum exte
possible and to create preconditions for formation of effective business processes.

In order to ensure transparency and flexibility tbé system of possession and management of the
Company throughout 202008 the problem of construction of think structure was being solved:
0OJSC SUEKD subsidiary (affiliated) companies. As the result, for two years the number of companies
in the coalsector in SUEK corporate structure was reduced almost &widewn to 38, and in the energy
sectord down to 7.

8 For nore detai about the projeciee pag8&8 of this report
15



During the last two years, the work begun in 2005 on creation of regional production companies (RPC)
was finished. So, in 2062008 RPC formatin in Khabarovsk and Primorie Territories was finished, and
the following companies were creatddJSC SUEKKrasnoyarsk OJSC SUEKKhakassiaand OJSC
SUEK-Kuzbass RPC include the largest cemining and transport enterprises of the Company in the
region. The main objectives for the next years includestracturing of corporate structure of the
Company in the whole (taking into account the process of integration of coal energy business);
completion of formation of twdink structure of assets possession.

Improvement of Management Systems

In 20072008 the Company launched a number of projects for improvement of business processes an
support of peak efficiency in all lines of activity.

e To increase manageability and transparency of key business processesl aeduce terms of
report preparation, in 200,22 008 ERP system was introduced
Pilot projects were started at the head off@@SC SUEKKrasnoyarsKand its divisions), SUEK
branches. The system runs in following areas: symale, accounting of treasury operations,
fixed assets and investments, financial, tax and administrative accounting. As of the end of 2008
the system operates at the head off@#SCSUEK-Krasnoyarskand in all SUEK branches in the
regions.

e To improve the quality of services in the field of bookkeeping and tax accountingjn 2007
the common service centre (an affiliated company of OJSC SUEBtinfin LLC) was created.

e To optimize and automate processes of payroll calculation and personnel management,
since 2008 SAP ERP HCM system was launched at SUEK enterprises. Pilot projects were starte
in 2007 at SUEK head office and@ISC SUEKKrasnoyarskThe system functionality includes
the following modules: personnel accounting, table accounting, payookkeeping, including
formation of the state statistical and managerial reporting by SUEK enterprises. After the end of
the pilot project, the system was introduced to all regional branches of the Company.

e Introduction of XPAC/XERAS system was perforntedoptimize middle-term simulation and
planning of development scenarios Introduction started in 2006 from the pilot project on S.M.
Kirov mine which was finished by the end of 2007. During 2008 the program was introduced at
all SUEK enterprises.

Integrated Management System

In the end of 2007 the Companyb6s management m
development and introduction of the integrated management system, which will result in compliance of
activity of all SUEK enterprisewith the international standards in the sphere of quality management,
ecological management and management of industrial safety. This compliance should be confirmed b
ISO 9000, ISO 14000, OHSAS 18000 certificates.

The purpose of this work is organizatioh activity of the Company on the basis of the best world
practices which application ensures:

Compliance of products/service with the requirements of clients;

Increase of degree of customer satisfaction;

Constant i mprovement of the Companyds perfo
Decrease in unproductive expenses;

® Xeras/Xpads thesystemof industrialschedulingdesignedor middle-term and longerm planning otoreactivity
of mining enterprises
16



e Improvement of quality of products at the expense of maintenance of quality of business
processes;

Increase of management performance;

Increase of responsibility and discipline of the personnel,

Competitive advantages

Confirmation of responsible attitude to environment;

System approach to management of labor safety which, in its turn, leads to improvement of
production and sustainable development.

In 2008 the pilot projects were started:

e Introduction of quality managnent system under ISO 9001:2008 at the head office of the
Company and its certification;

e Introduction of the integrated management system under ISO 9000, ISO 14000, OHSAS 18000 a
the enterprises in Lenindkuznetsky.

It is planned to extend the experienof introduction of the integrated management system to all
enterprises of the Company.
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Sustainable Development and Cooperation with Stakeholders

Priorities in the Sphere of Sustainable Development

SUEK priorities in the sphere of sustainable developnaee closely connected with orientation of the
Company to creation of the leading national vertically integrated energy holding with the leading
positions not only on coal but in the electric power market as well. Achievement of this purpose sugges
the use of the system approach to development of the Company and solution of a set of economic
industrial and social problems:

Constant improvement of Financial stability, efficient risk
industrial safety level management
Innqva]_i::l: ?m:?c:]oon Social and environmental
OrBANZANOn O} Produc Sustainable development responsibility and
processes, high quality orate
services for customers in oop B e
all busi according to infernational
usiness secgments standard

5 =

Ensure constant improvement of personnel
qualification

Priorities of the longerm strategy of the Company are formulated in the Strategic Development Program
accepted in 2007 and iivé years' industrial and investment programs which define the basic directions
and purposes of SUEK development for middle and long term.

Global financial crisis induced SUEK to introduce some corrective amendments in its current activity. In
particular, the structure of expenses and investments was optimized: strategy of active investment
development of the Company was transformed into strategy of moderate development with the mair
accent on increase of efficiency of existing assets. On the one ha@jrtipany continues to pay much
attention to improvement of production processes and improvement of quality of products, maintenance
of financial stability and risk management. On the other hand, the Company continues to adhere t
advanced standards of sdci@sponsibility, continuing to carry out corporate social programs for
employees, being engaged in increase of safety of working conditions, making investments into socia
and economic development of regions of presence and minimizing environmentalofifsattivity.

Cooperation with Stakeholders

From the moment of its establishment in 2001, the Company paid much attention to active dialogue with
all stakeholders. Considering the scale of activity of the Company and degree of its influence on the
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sodety, such dialogue is an important factor of SUEK sustainable development, preservations of positive
dynamics in social and economic sphere.

SUEK cooperation with stakeholders is based on the principles of mutual respect, formatiortefrtong
partner elations, diligent performance of the assumed obligations. For the accounting period purposeful
efforts of SUEK on development and expansion of cooperation with interested parties allowed to improve
efficiency of social and public initiatives of the Compaim particular, SUEK bought its regional social
activity to a qualitatively new level by creation of Foundation of Social and Economic Support of
Regions SUEKS REGIONS Noncommercial Organization. The activity of Foundation representing a
new format of elations with regional and loca
authorities on the basis of the private and st
partnership is aimed at implementation of soc Stakeholders of OJSC SUEK include:
programs and sustainable development of regions
the Companyb6s presence. e Personnel of th€ompanyand trade
unions

Business partners
Stateauthorities

Expert and public organizations
Potential investors

Local commurties.

Preparation of regular social reporting also dbntes
to further development of the dialogue between
Company and stakeholders. While preparing t
report, the Company did not hold separate spe
actions connected with interaction with stakeholde
considering that dialogue, business partnersimd
cooperation should be of not single, but of wide
directed system nature.

Cooperationwith trade unions is based on aspiration to create a strong social partnership allowing the
Company to support stable social conditions in labor collectiods)d optimum solutions to disputes, to
accurately regulate the rights and duties of the parties. SUEK management holds regular meetings ar
consultations with the representatives of trade unions. The Company considers it necessary to participa
in brarch agreements in electric power and coal industries. Social obligations of the Company, key
parameters of cooperation with trade unions are also fixed in bilateral agreements operating at region:
levels. Detailed elaboration of guarantees, compensatakaga of employees, mutual obligations of
social partners is provided by the collective agreements operating at the enterprises of the Company.

One of SUEK key partners in the dialogue are trade unions and public authorities of various levels
(federal, rgional and municipal).

Cooperation agreements are regularly concluded inréigeons of SUEK presencewith regional
authorities. These documents govern the participation of the Company in the decision of social anc
economic problems of constituent enstiand confirm the constructive partner relations established
between the Company and regional administrations. The main directions of address financial suppor
from the Company are fixed in the agreements, the investment projects implemented by SUEK to
increase the level of safety at the enterprises of the Company, to improve ecological conditions anc
solution of other significant industrial and social issues of activity are stated. Agreements with regional
authorities cover all set of social obligationstité Company both at the level of constituent entities and

at the level of separate areas and municipal districts of a certain region.

Close cooperation between SUEK and the Company
and flexibly to situabn change at world and domestic markets, operatively adapting the operational
activity of the Company to change of economic conditions.
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Set of Corporate Policies

A number of corporate policies regulating the activity in separate spheres of sustagmaditgment
operate in the Company, including:

Corporate social policy;

Environmental policy;

Policy in the sphere of quality of coal products;
Palicy in the sphere of HR management.

Principles and provisions of these policies apply to all branchesjdsaies and affiliates of the
Company and are considered in relations of SUEK with the Russian and foreign suppliers and buyers.

Corporate social policyof SUEK is aimed at formation of favorable social environment for achievement
of strategic target®f the Company: creation of conditions for harmonious and seamless work of

collective, professional growth and improvement of
quality of life of employees of the Company
constructive interaction with the state and society
solution of social problems. his document is the
general platform providing for unity of approaches

) . L e Strategic and economic validjty
management by various aspects of social activity e System approach
the Company in such spheres as: « Addressing and flexibility
Activity;
HR management; : Efﬁcie)r/]cy
Management of regional social programs o Justice '
the Company; 4 ]
. o onesty
Management of internal andexternal «  Cooperatio
communications; P 0
e Transparency

Basic principles of social policy of the
Company:.

Labor safety and industrial safety;
Environment protection.

Environmental policy defines planning by the Company of its industrial activity taking into account
necessity of continuous decrease in negative influence on envimorand taking a set of regular
measures in this spheM/ithin this approach the Company assumes the following obligations:

To carry out production processes according to the requirements of the federal and regional
nature protection legislation, with usé international law standards and the best practices of
other companies;

To use rationally the natural resources transferred to the Company for use, taking into account the
main principles of environment protection;

To ensure decrease in negative impeatconomic activities on environment on the basis of use

of the best existing technologies taking into account economic and social factors;

To constantly improve managerial processes of nature protection activity;

To strive to achieve compliance of é&mgical management of the Company with recognized
international standards.

Policy in the sphere of quality of coal product®utlines the following priorities:

Increasean the level of satisfaction and loyalty of products consumers;
Maintenance of unintenpted operation and timeliness of deliveries;
Constanimprovement of quality of products.

According to this document, the Company assumes obligations to continuously improve the system o
maintenance of quality at all stages of the production cycle.
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Policy in the sphere of personneimanagementis aimed at formation of the consecutive and integrated
corporate environment providing for rapprochement of interests of workers with the interests of the
Company for achievement of strategic goals of the Complanmygh productive work and creation of
conditions for professional growth and development of the personnel. Achievement of this goal sugges
maintenance of such corporate culture which creates optimum conditions for effective interaction
between employeesf divisions, allows to open and realize their professional potential, contributes to
understanding of objectives and tasks which the Company faces.

According to the Policy of personnel management, the Company considers it basic to support:

Responsibilly and result orientation;
Respect for work of employees;
Openness;

Readiness for changes;
Teamwork.

A set of corporate policies reflects aspiration of the Company to comply with the leading world standards
in various spheres of the activity, testiftesits openness to dialogue and effective cooperation with the
stakeholders. Acceptance and introduction of these documents is aimed at increase of informatiol
transparency of the Company and level of trust on the part of stakeholders.

Corporate Governance

Strategic orientation of SUEK at transformation into one of the leading world fuel and energy companies
suggests compliance of the level of corporate governance of the Company with the best internatione
standar ds. It al | o wsnness its infarimatien tranBparen€/pamg) thergfodes theo f
level of trust on the part of shareholders, investors and partners. At present, SUEK completely complie:
with the Russian standards of corporate governance and continues work on improvement afecorpor
governance system being guided by the world best practices.

0JSC SUEK sets the following principles of corporate governance:

e Equal attitude to shareholders of the Company, observance and protection of the rights of
shareholders in compliance with thierrent legislation, standards and requirements;

Maintenance of effective internal control and audit system of the Company;

Maintenance of information and financial transparency of the Company;

Observance of ethical standards of business behavior;

Effective interaction with employees of the Company in solution of social problems and
maintenance of necessary working conditions.
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Management Structure of the Company

General Meeting of Shareholders \

Board of Directors
Strategy Committee
Audit Committee
Compensations Committee

Executive Bodies
CEO
Management Board

Legal Service Commercial Unit Strategy Unit \ PR & GR Unit \ Energy Unit

Financial and Economic Unit Production Unit HR Unit

Health and Safety Aerologic Safety
Department Department Geo-ecology Department

The Board of Directors consisting of 9 persons carries out strategic management @ thenp a ny 0 s
activity, defines its vision, mission, development priorities. Since December 2006 the Chairman of the

Board of Directors is Alexander Landi a, i n 200C¢
Board of Direct or s findBoa&dobDiréctors, Omitrpmsky, im2008bhecame the
wi nner of the award ADirector of the Year o in t

The Board of Directors includes four independent directors. The elected members of the Board of
Directors have ecessary knowledge and skills, considerable experience of administrative activity that
gives them the chance to make weighed decisions concerning management of the Company. Since 20
the Company implements a policy of liability insurance of members oBdaed of Directors and top
managers.

In order to increase efficiency of decisioraking, the Board of Directors has three Committees:

e Strategy Committee
e Audit Committee
e Compensations Committee

The strategycommittee
e Develops longerm and middiderm derelopment strategy of the Company;
e Monitors and timely updates the strategy;

o Considers strategic investment projects and programs.

The audit committeeassists the Board of Directors in:
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e Control over financial and economic activity;
e Implementation of the Gobpany és policy in the sphere of
system of risk assessment and monitoring.

Since 2005, the Company also hdme Internal Control and Audit Service (IC&AS) which is
functionally accountable to the Audtommittee. The prilry objectives of IC&AS include assessment
of efficiency and reliability of:

¢ Internal control systems;

e Processes of formation of financial and managerial reporting, extraction and processing of coal,
transportation, environmental and industrial safety;

e IT systems and systems of information safety, quality management systems, corporate and socic
relations, investments, capital investments, sale, industrial safety, integrity of assets.

Under the supervision of IC&AS the Antineft Program is implemented. Bog the program almost all
enterprises of the Company were equipped with the modern tools providing safety of property, systems o
video surveillance, security alarm system, protections, systems of fuel consumption. IC&AS of OJSC
SUEK was the first amonthe similar services of Russian companies to pass an external assessment of
quality of internal audit.

The compensationscommittee is involved in the process of creation of effective mechanisms of
motivation of members of the Board of Directors and topagament of the Company. In addition, the
committee assists the Board of Directors in the solution of problems in sphere of personnel and socis
issues, and in the sphere of corporate governance.

For significant decisions made by the Board of DirectorQ®i72008 by the main lines of development
of the Company, see the Annual Report of the Company for 2007 and 2008.

Risk Management

The Company has developed, introduced and operates the Corporate Risk Management System. T
Board of Directors of OJSC SUEIS completely informed on all essential risks of the Company and
approves the key parameters of the risk management system. Issues and risk management process
closely connected with strategic planning and influence operational degisking. Risk maagement
process is formalized in the form of the Company standard on risk management and represents th
organized and accurately regulated process of detection, assessment and minimization of risks, ar
informing on them. The developed procedure providesegular identification and ranking of risks of

the Company, with detection of Critical Risks for prime management. The operational risk management
is carried out with the assistance of the Risk Committee which includes the key top managers of the
Company.

At the same timeOJSC SUEK actively works over the use of its strengths including the best
productivity in Russia and the production cost of coal, quality of coal reserves, steady positions and
established reputation of the reliable coal suppliehénRussian and world markets, synergy effects from
vertical integration of coal and energy business, etc. Realization of potential of advantages of OJSC
SUEK should limit negative influence of the above risks on the Company. The detailed information on
risks of the Company is presented in fmnual Report of the Company for 2088

10 http://www.suek.ru/page.php?id=61
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Social and Labor Relations

In modern economy personnel policy is one of the key tools to ensure competitive advantages of busines
to maintain stability of its development afuohctioning. Being one of the largest employers in Russia and

in the regions of presence, the Company is focused on the use by the personnel of modern approaches
the management sphere, systematic development of professional competence of empl®lepmeaiav

of corporate culture. The important place in the HR policy of the Company is occupied by the system of
empl oyeesd motivation whi ch i nmatedatbersefitsv@bserviogiirs t
full obligations on labor payment, gramyi to workers of benefits and other social guarantees, SUEK, at
the same time, strives to keep balance between social programs and financial and commercial objective
of the Company.

In 2008 the Company approved the main principles of HR strategy whitheslepriority tasks,
initiatives, measures and indicators in the sphere of HR management aimed at implementation of th
mission of the Company and achievement of its strategic goals.

The main objectives of formation of HR management strategywre creatiorof longterm reference
points of activity in this sphere, maintenance of necessary HR support of divisions of the Company,
conformity of the level of work with the personnel in the Company to the best Russian and world
practices.

Corporate strategy of HRan age ment puts before the Company6s
sphere of human resources use:

Coal-mining business segment:

A Provision of enterprises with qualified personnel;
A Personnel motivation for performance;
A Acquisition of modern competers in the sphere of project management.

Energy business segment:

A Successful integration of personnel of energy enterprises;

A Acquisition of necessary competencies in the sphere of management of investment projects
operational activity;

Creation of effegve motivation system.

™

General corporate purposes:

Uniform and strong corporate culture;

The best management among Russian energy companies;
Alignment of motivation system with loAgrm strategic goals;
A Through system of training and improvement of prsitasal skill.

To Do Do

HR Management Policy

In order to implement the HR management strategy, the Company has created and operates the plan on
implementation designed for the period till 2011. Certain actions providing for harmonious development
of HR mangement system in the sphere of integration of personnel and management of the energy
enterprises, increase of loyalty of employees and maintenance of social orientation of the Company
increase of efficiency of use of human resources, skill level and atiotivof personnel are developed in

the document.
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Personnel and social policy of SUEK in all business units is implemented by specialized services or
personnel relations which, with a view of increase of efficiency of the Company, provide for taking

measues for headcount optimization and, thus, increase of labor productivity.

Headcount,persons*

423072

35113

Aver age headcount broken down by regions 2007 Average headcount broken down by regions 2008
Krasnoyarsk Territory Krasnoyarsk Territory
1.5% 2,1%
15.2% Republic of Buryatia 17,5% Republic of Buryatia
Irkutsk Region Irkutsk Region
49% 2 ) ) ) )
abaykalie Territory Zabaykalie Territory
5,59
39,5% Republic of Khakasia 03% Republic of Khakasia
o,
123% Primorie Territory 4.1% 3,7% Primorie Territory
Khabarovsk Territory Khabarovsk Territory
32% Kemerovo region 1L,7% Kemerovo region
o0 10,4% Moscow 8.3% Moscow
5 7.2% 6.3%
Per sonnel age structure 2007 Personnel age structure 2008
59
24%__ 2% 28%_ [L5%
18,4% 20,0%
22.9% 23.5%
‘Younger than 20 ‘Younger than 20
20-30 yearsold 20-30 yearsold
31-40 yearsold 31-40 yearsold
41-50 yearsold 41-50 yearsold
51-60 years old 51-60 yearsold
23.7%
Older than 60 24,0% Older than 60
31.3% 28.3%
Average age 41,3 Aver age age 41

Personnel Remuneration and Motivation System

Creation of effective personnel remuneration system is one of the major prioritie&Kf R policy of
the Company is orientated at consecutive introduction of uniform principles of labor payment and
motivation of personnel, development of modern mechanisms of material stimulation.

The monthly average wages of the personnel of SUEKa#égiin 2008 made over RUR 21.4 thousand.
This level of payment allowed not only to provide performance of obligations of the Company on
indexation of tariff rates and salaries, but also to raise the real level of purchasing capacity of wages.

SUEK constatly performs work on improvement of personnel remuneration and motivation system. In
20072008 the Company continued to take measures in this area started earlier, applying the world bes
practices and approaches.

! Data on a coamining business segment gn@vided hereinafterindicators oheadcounbf energysegment are
specified inthe corresponding section on page 3
12 Taking into accounSUEK enterprises located in Irkut&egionanddroppedfrom the structure of the Company
in 2008 (otal headcound 4,803 persons).
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During the accounting pericBAP ERP HumanCapital Management Systenmwas introduces at all mining an
service enterprises of the Company.

The developed methodology allowed to improve andyuhié business processes S/EK personnel accounting
to describe all variants gfiecepayment of regisétion units (work collectives)y each enterprisend to reveal
features opayroll calculation.

SAP ERP HCM introduction resulted in creation of the uniform information platform for all Company. Thé
outsourcing structur@ Common Service Centemwasthus formed

In the system of base compensatiomork on creation _ _
of remuneration system on the basis of offic Remuneration policy of the Company
categories (grades) was conducted in the accoun is based on the following principles
period. Based on the results of assessment
contribution of individual positions in achievement
the general result the way of theitogping in official
categories for establishment of ranges of payment

e Compliancewith legislation
e Compliance with strategy and long
term development plans of the

categories of positions was defined. Such system Company

allow to manage compensations more flexibly, offeri * Transparency
fair compensation on the basis of definition of t ° Ob_JeCUVItM
contribution of each pd#on in achievement of the > Falrnesg_
targets of the Company and to ensure conformity e Competitiveness

compensatory package to labor market trends

In 20072008 the Company continued work on
improvementof personnel bonus payment and material stimulation systemThe purpose othis
system is increase in employeesd orientation at
In particular, the Company continues to successfully apply the remuneration system based on results ¢
assessment by key performance indicators (KPI) and by the tavbits are established both for the
Company as a whole and by lines of activity of a certain manager. Such approach allows to fix activity
priorities 8 both at Company/division level and at individual level. It provides for accurate and clear
mechanism of \aluation of the results achieved, makes the remuneration system transparent and
objective, stimulates interest of employees in increase of productivity and quality of the work. Thus,
continuous dependence of the level of floating compensation on achigvefretrategic targets of the
Company is ensured.

In order to increase material interest of the managers of the enterprises in production efficiency growth, de
the production cost of coal mining, performance and overperformance of plannes, @achetvement of the highe
industrial and economic work results, since April 2008 system of motivation of the key personnel of minds
introduced

At preparation of the new system

e The enterprises were distributed by three categories dependarmnaal load;

e Lists of positions for inclusion into the new system of motivation (director, their deputies for prod
and economy, chief engineers and chief mechanics) are defined

e The system of factors of complexity, adaptability to manufacture, loae tariff rates to establish officié
salaries was developed;

e Shortterm key indicators and criteria of their evaluation with reference to position are develop
monthly bonus payment;

e Bonus factors depending on the category of mine for determinafi the general size of annual bor
were defined.

Within the frameworks of the new system of motivation the bonus part of compensation of employees is di
between the base and variable component which is charged with differentiation at arfour@gnce of: industria
mining indicators, production cost of products, labor productivity and drifting
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Cooperation with Trade Unions. Participation in Agreements and Collective
Bargaining Agreements

SUEK pays much attention to preservation of Istaocial conditions in labor collectives, taking system
actions for regulation of soci al and | abor r el
cooperation with trade unions based on the principles of social partnership. The followingopsicaie

at the Companyb6s enterprises:

e Russian independent trade union of workers of coal industry (Rosugleprof),
¢ Independent trade union of miners of Russia (NPG),
e All-Russia trade union of electric power industry.

Interaction with tradeinion structure is established at the following levels:

¢ Industry (with the central bodies of trade unions operating at SUEK enteyprises
e Territorial (with territorial bodies of trade unidns
o At the level of enterprises (with primary tradeion structures

SUEK is ame of the participants of the Federal industrial agreement oAminalg complex of the
Russian Federation for 20@D09, the industrial tariff agreement in electric power industry of the
Russian Federation for 20@2®10.

In 2008 the Company signed a néfamework bilateral agreement with the central bodies Rosugleprof.
The agreement defines main principles and approaches to formation of social partnership between th
parties. In all SUEK regions of presence there are regional agreements concludedrrikittialte
organizations of Rosugleprof.

The Company6s management holds regular meeting

allows to solve arising issues and contributes to maintenance of labor relations with trade unions
Performance obbligations of the Company is fixed in the minutes of joint meetings, and in the reports on

performance of the industrial agreement on-eoi@ing complex of the Russian Federation.

Collective bargaining agreements regulating granting of special betoefiits personnel of the Company
operate at SUEK enterprises. Collective bargaining agreements apply to more than 95% of employees
coalmining and service enterprises of SUEK.

Companyo0ds e x{200% e eaformance &f Provision of collectivedsning agreements and
corporate social programs exceeded RUR 2 bin. The main directions of implementation of social benefit:
were:

Provision of free (ration) coal

Payment for travel to vacation spot and hack

Payment of travel vouchers of workers and rbers of their families
Lump sum payments at retiremgnt

Material aid to workers

Material aid to pensioners

Corporate Culture in the Company

One of the important elements of motivatiomévelopment ofcorporate culture in SUEK allowing the
personneld understand and feel the general values, to feel accession and participation in the Company.

One of the main documents defining key elements of the general system is the Code of Business Condu
of the personnel. The Code establishes corporate starataddsiles of business conduct of employees,
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corporate values, regul ates mutual rel ations w
aimed at formation of the consecutive and integrated corporate environment providing for alignment of
interess of employees with interests of the Compafige Commission on business ethics which is
engaged in introductioof provision of the Code of Busine§€onductof the personnel, supervises its
execution, carries out analysis of the current condition of catp@ulture and makes offers on updating

of corporate relations operates in the Company.

The Company actively uses various types of moral incentive and encouragement of employees. I
particular, SUEK regularly holds industrial competitions which redatts the basis for encouragement

of the most successful workers and enterprises. Besides, employees are awarded with state, departmen
corporate awards and titles for honest work and high professionalism as suggested by the Company. |
20072008 such aards and titles were received by almost 2,200 workers of the Company:

Ti tHoenoir abl e worker of fuel and e 3
TitefiHonor abl e wor ker of coal i ndus 2
TileAHonor abl e mi ner o 1
TitteAHonor abl e energy industry worKk 9
Title AMeoni ng f 211
Title ALabor f ameo 60
Certificate of honor of the Ministry of Industry and Energy 70
Acknowledgement of the Ministry of Industry and Energy 166
Certificates of honor and acknowledgements of SUEK 1665

The important tools of development of corate culture are the means of internal communicatons
Coal Company corporate newspaper and SUEK Intaowedl. In the newspaper which is issued on the
monthly basis, articles on topical issues of activity of the Company, new projects and results afevo
published; much attention is paid to illumination of achievements of employees. The iptaakt

contains operatively wupdated information that
information field. SUEK holds corporate and profesal holidaysd Day of the Company, Day of the
Mi ner , Day of the Power Engineer. I n separate

professional communities has begun, thu&uabas fiDrifteroandiMi ner 6 cl ubs st art e

In orderto receive reliable and timely feedback from employees regular surveys of personnel satisfaction
are held.

Anti -crisis Measures in the Sphere of HR Management

To minimize the influence of global financial and economic crisis the set e€r#sii meaures in the
sphere of HR management was developed and is implemented, respective changes were brought into F
strategy. Since the second half of 2008, the Company strengthened its activity on systematic reduction ¢
costs and efficiency increase, activelgrking in the following directions:
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1. Headcount Optimization.

SUEK enterprises put emphasis ¢
outsourcing of the functions which are ni
within the core activity (catering,
economic services etc.). It gives tr
chance to keep the profile functions il fu
while solving the task of headcour
reduction.

Improvement of business processes &
production organization resulted il
essential headcount reduction. Headcot
optimization is carried out with full
observance of requirements of tF
legislation and dtective bargaining
agreements. Introduction of restrictior
on recruitment of new workers the
allowed by natural outflow of personne
to reduce inefficiently used workplace
while maintaining the stable socie
environment became one of effectiv
tools inthis sphere.

2. Cost Optimization.

Optimization of expenses for HR management takes place: in particular, for consulting and training of
employees, other administrative and economic expenses. Cost reduction mainly applied to the projec
activity carried otiin the head office of the Company.

Taking measures on cost reduction, SUEK continues to meet the requirements of industrial tariff
agreements and collective bargaining agreements. The policy of the Company is aimed at preservation
key social benefitand guarantees for the employees.

Actions on cost optimization affecting obligations of the Company governed by collective bargaining
agreements are taken in close dialogue with trade udiobg holding negotiations and reaching bilateral
agreements.

Personnel Training and Development

According to the world best practice, since 2006 SUEK operates the Corporate University to reveal
management talents and development of leader qualities with the personnel.

The total number of employees of the Company wiere trained under the programs and trainings of the
Corporate University in 2002008 made more than 800 persons. The important place in determination of
the contents and subjects of training programs of the Corporate University is occupied by pegorman
assessment which is held using the survey method. Results of assessment are considered at developrr
of new programs and improvement of the existing ones. Information on the current and perspective
projects in training sphere is regularly publishedtea Intranet and in SUEK corporate newspaper.
Within the limits of the Corporate University the programs of training promoting achievement of strategic
goals of the Company are among the priority ones:
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i The f i risthe pregramifontgpdexecutivedain objectives of the program are development of
management skills, team building, development of corporate vision and culture, mentoring, change
management according to strategic lines of development of the Company.

fiLocomotive is the longterm progran of development of future leaders of the Company. The objectives
of the program are identification, development and promotion of young employees with leadership
potential, creation of succession institute. The program consists of versatile sessiopasséige of each

of which the employee returns to his/her work and uses the received knowledge in practice.

LOCOMOTIVE program:

e 2007:upon program passage, as the result of presentation of individual projects 13
persons out of 22 were promoted to new paisit, 40% of individual projects received
Ai mmedi ate intr.oductiono evalwuation

e 2008: upon program passage, as the result of presentation of individual prbjects
persons were promoted to new positions

ASite Suipthe progranoaimed at increasklabor productivity at the expense of use of the
human factor in respect of one of the key positions in the Condpaiflys i t € supervisor 0.

Within the frameworks of the program 250 site supervisor were evaluated. Based on the results o
evaluation 40 pemns who demonstrated the greatest potential were identified. These employees were
divided into four groups and trained?o oniFmomdwlces
nonfinancial managets fiBases of investment designfiBudgetary planningand standats o ,

AOperati onal Leaderehipgdareand eme it of peopl e/ moti vat.

Except for the above programs, in 268008 the Corporate University held training under programs
AProject Managemento and Al nvestment Designo.

During the accounting period, with direct participation of the Corporate Univertity, annual
evaluation of Members of the Management Board, Key Heads and Successors of holders in key positions
was using the 360 degrees method. Evaluation purposes are as follows:

¢ Give the chance to key managers to see themselves as perceived by others, from the poir
of view of colleagues, head, other key managers, direct subordinates

¢ In the course of feedback, define strengths and weak points of his/fher management style
createand implements personal plan for development and performance improvement

Regional network of educational institutions of the Companyconsists of 20 professional educational
institutions (educational points and works) on which base more than 37 thquesgoid were trained for

the accounting period. The main directions of training include acquisition of new trades, training in the
second (combined) trades, professional skill development, training in the field of labor and industrial
safety.

On December24, 2008KuzbassState Technical University (KuzGTU) saw the opening ceremony of SUE}
personal lecture hallThe lecture hall was openedin honorof the 125th anniversary of Kolchuginsky mine al
extraction of the billionth ton of coal at the mii@J S SUEK-K u z b apergndorethanRUR 1 min for repair
and equipment of the lecture hallhe openingceremonyincluded enlistmentof 35 first-year students fromn
LeninskKuznetsky, Polysaevo and Kiselevsk into the personnel reserve of JtXe&llent seniors are awarded
with diplomas and cash bonus&$ie ceremonywasattendedy the CEO of SUEK-Kuzbass, Alexander LoginovV
and the president of KuzGTU, Eugeniy Eschiarget recruitment of student to KuzGTU within the framewo
of the program on preparation pérsonnel for its enterprises is carried out by SUEK for the third year run
115 personsarebeingtrainednow. fiDue to the joint projectof SUEK andKuzbassUniversity we will be ableto
train decentsuccessorso the expertswho will, 1&m sure support the traditions of the mining industry in the
future,0 - AlexanderLoginov, CEO of SUEK-Kuzbasssaid
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HR Management in Energy Companies

HR management system of subsidiaries and affiliates in electric power industry (OJSC Kuzbassenergc
0JSC Yenisei TGC (TG@3I)) is aimed at attraction, retention, development and motivation of the highly
skilled personnel with a view of effective performance of business tasks of the Company and increase o
its competitive advantages. Electric power enterprises employ more than a quarter of aggregate number
SUEK employees:

Headcount of energy companies,grsons

0JSC Kuzbassenergo 7 251 7 058
OJSC Yenisei TGC (TGQ3) 7 044 7 093
Total 14 295 14 151

Policy in the sphere of labor payment and personnel motivationf electric power companies is aimed
at maintenance of competitive level of wagésvorkers, attraction and retention of qualified personnel.

Wages at OJSC Kuzbassenergo and OJSC Yenisei TGC-{B>are regulated by the industrial tariff
agreement, Recommendations on the uniform procedure of labor payment under tariff rates (official
salaries) of workers of electric power industry, collective bargaining agreements and Regulations or
remuneration in effect in the Companies.

Social Policy

Social policy in electric power companies is aimed at improvement of standard of life of thenpkrson
creation of favorable working conditions, development of creative initiative and improvement of social
security of workers.

0JSC Kuzbassenergo and OJSC Yenisei TGC fI&Qprovide their employees with full volume of
social benefits and guaranteesyided by collective bargaining agreements.

Programs of social support of employees include:

Voluntary medical insurance of employees at the expense of the employer
Programs of target material payments

Programs of health improvement and decrease ins#iseaidents of employees
Programs of social support of idle pensioners and retiring employees

Personnel Training and Development

Personnel development and training programs at the electric power enterprises of the Company cover
wide range of emplames of all levels and include various types of training held both at own educational
bases and at the leading regional and federal educational institutions.

In Kuzbassenergothe Management Board approved the Plan of vocational training of personnel for
2008. According to the Plan priorities in personnel training were defined. The main share of the trained
personnel accounts for obligatory types of training (1,982 persons).
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In Yenisei TGC (TGC-13)pr ocess of empl oyees6é tr abrganizatpndofs ¢
vocational training, retraining, personnel development adopted in 2007.

Number of employees who were trained in 2062008, persons

0JSC Kuzbassenergo 4 379 2877
OJSC Yenisei TGC (TGQ3) 3760 4 288
Total 8139 7165

Personnel Reserve

With a view of meeting perspective requirement of electric power companies to administrative personnel
0OJSC Kuzbassenergo and OJSC Yenisei TGC fI@Jorm and prepare the personnel reserve.

In OJSC Yenisei TGC (TGG13) the problem of formi@on and preparation of personnel reserve of the

company is solved i mplementation of the proje
managers of the Companyo. This proj ectnnBusigessd e s i
Managemert i Team Management 0, Al nteraction in Organi
Al participants of the project NfnGol den Persot

audience consisting of experts and executives of the Company. In 2008, 15 persamg hee
participants of the project iGol den Personnel
persons including the reservists trained eatrlier.

In OJSC Kuzbassenergaluring the period from July till December 2008 the project of evaluafidme
middle rank personnel reserve was realized.

Main objectives of the project:

e Evaluation of candidates to personnel reserve for positions of middle managers of
industrial divisions of the Company

e Development of algorithm of work with personnel megeto ensure maximum quality
and timely occupation of positions of middle managers

Cooperation with Trade Unions

Significant role in activity of SUEK electric power enterprises is occupiethteyaction with trade

unions (Krasnoyarsk regional and Kemo@o regional organizations of public association-Rilssia

Union of Electric Power Industry) which represent the interests of labor collectives and are social partner:
of the companies.

Tradeunion leaders actively participate in work of the Companasng part in settlement of social and
labor issues, holding of collective negotiations, preparation of draft collective bargaining agreements,
their conclusion and organization of control of performance of obligations under the collective bargaining
agreements.

The main objective of personnel policy of electric power S&A of the Company in the middle run is
further integration of the personnel of these enterprises into general corporate system of social and labc
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relations, which includes acquisition bynployees of new competencies (in project management,
construction and operations in electric power sphere, etc.) and creation of effective system of motivatior
of personnel of various levels.
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Industrial and labour safety

Occupational afety and health ofrorkers duringoroductionactivity, sequential improvemeuatf working
conditions and labour protection systdra Companyrefers to its priority purposes

Existing and potential industrial riské coal industrydetermine strategically important rolelabour and
industrial safety at SUEKcompanies Primary objectives of the Company in this arage constant
reduction of industrial traumatism, minimization otasualtyproducing capacityat cal-mining and
service compange reductiorof industrial risksto applicable international standards level

The Company has taken up obligations on continuous perfectiaativity in the field ofoccupational
safety of workers and labowafety observance of all normative documents in this sphereudimg
ratified Conventions and ICL Recommendations in foree the Russian Federation)n the
implementationof this activity SUEK holds occupational safety consultatiomigh the employeesand
their representatives, involves themaittive participation insafetyarrangements

Among the main tasks shfety measurabe Companyighlights as follows

In the field of technologies e Permanent improvement and implementation of siétbe art
safety technology
¢ Implementation of modern systems anskrumentation

In the field of informatior Support of operatian of unified information system for
management occupational safety, continuigndintegrity of information
e Support of effectiveness of information analysiad optimality
and timeliness ofhe analysebaseddecisions on removal of ris
factors
¢ Implementation oRF federal laws anadtherregulatory legal act:
for occupational safety, as well as federal, industrial and territ
target programs for improvement of working conditions .
occupational safety

In the field of personne Methodical training and developmentsaffety engineers
development e Implementation of healthimproving and preventive medic
programs

In the field of interaction with e Assistance in implementation dfge management of occupatior
state and public institutions safety
e Assistance in implementation of state supervisionagupational
safety compliance
e Assistanceo public supervision of rights and legitimate intere
of employees in the context of occupational safety

Occupationakafety activity is performed in accordance with @@nprehensivelan on improvement of
industrial safety levebnd occupationalsafety andsanitationconditiond the basic document of the
strategic management providing for stalgermanent improvemerttf occupational safetyproduction
sanitary condition and decrease of risk of casualties, occupational diseases, accidents, environment
impacts
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Summarizing the results @008 the Kharanorsky surface mine asof SUEK memberbecame the winner of
the regional competition for the best labour safetymanagementheld by theMinistry of human resources an
population policy of th&@ransbaikaliarerritory. The Competition is held annually with a view of acceleratf

activity on creation of safety workingonditions for employees, promotion of advance experieicgafety
management in companies and municipalities of ThensbaikaliaTerritory. Kharanorsky surface mine hg
distinguisted itself practically in each o025 essential conditiamof competitionfeaturing production safetirhe

judges at the contest noted the high level of Kharanorsky surface mine employees provision with in
protective equipment and availability of improved sanitary and living conditions

Main directions of in the context of improvement of industrial safety level and emergency
vulnerability reduction measures

1. Improvement ofCompanyproduction safety management, determinatiomahagement hierarchy
areas of influence and responsibility for condition of dangepoaductio facilities

2. Application of advanced production technologtesforming to production standards statehe art
considering requirements of production and occupational safety

3. Support ofquality of designing and expertise ofdustrial safety of projectiocumendtion in
compliance with Russian and internatios&indards

4. Creation of system providing for safety and accides# operation of workers and executive officers
of the companies

5. Ensuring performance of requirements of legislative acts regglatisponsibility of workerand
executive officers of the coahining companies for violation of standards, rules and requirements of
industrial safety in mining operations

6. Development, implementation and maintenance of the production and occupatifeisd sa
management system in compliance with the requirements of international staDH&AS
18001:2007.

For competent development and schedulingnadistrial and occupational safety measures it is necesss
perform acquisitionprocessing and analysié$ statistical data allowing to reveal the problems in this sphere
propose the way forwardn this connection ir2008 the work on development of Uniform Order Book
computer-aided complex has been startedvhere allinadequacyo therequirements of ampational, industria
and ecologicakafety revealed by supervision and executive authorities, and officials performing prod
control and specialists of searamdrescue units, and authorized persons performing public inspection, w
recorded ad analyzedThe UniformOrder Bookis essential information elementamalyzingof risk of possible
emergenciesdivergence of parameterf industrial and ecological safety, labour safety at dangerous prody
facility using modern computer technology

Provision of emergency vulnerability reduction measures

The Company has developed the package of measures on increase of emergency toleramoaigcoal
facilities, aimed to provision of accideftee operation and emergency risk reduction ti tlevel
corresponding to international standardfe package of measures covers dperation andprocess,
motivation and responsibility of the personnahd takes into account necessity of retaining of stable
economic indicators of operation with incseaof investments into emergency tolerance

As related tgpassive safetythe Company is oriented tmprovement of qualityf engineering solutions
at designing of coal mining and processing compaageshe basis of accidefiee operationThese
solutions define the level of industrial safety at dangerous production facilities for the whaoldrbim
commissioning to liquidatiofpreservatioh

As related toactive safety the efforts of the Company are directed to support and development of
producton standardsupgrade of industrial and occupational safSyEK aims at covering all aspects of
labour safety technical reequipment of the facilitiestraining additional training and personnel
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developmentn matters of industrial safetadministraive and technical measures on improvement of
working conditions, implementation of software systems supporting emergency tojesanitery and
living and healtrcorrective measures

Within the period 0f20072008 implementation of Granch SBGPS multifttional computeaided
system for operational dispatch management has begted at Kuzbass minek will allow to
announce the employees @otentialdangerous situations and accidenis search employeg
overtaken by accidents independently of tHemation The system operation is based on inte
technology, WiFi wireless technology and standard telephone communidatidanuary2008 the
system hd successfully passeithe pilot testat Kotinskaya mineThis personnel monitoring syste
will be put into service at Kotinskaya mine in the third quarter of 2009

All SUEK coal production and processimgmpaniessubject to obligatory sear&@ndrescue service
provided for by Federal State Unitary Enterprise Mine Rescue Brigatlee basis of semé contracts

The companies have alsoipportrescue servicerendering assistance to mine rescue brigadescue
service manning is performed on a voluntary bdsisqualified mine specialists and engineers and
technicians physically qualified and trathin mine rescue work

With a view to ensung the coordinated actions of all services emergencie at SUEKcompanies
operating dangerous industriafacilities, the emergency control plansshich are coordinatedvith

professional rescuérigadesare deeloped. The basic purposes of theeasuresincluded inthese
documents, are: rescue of people, localization of acciaettieinitial stage and the preventiaf its

furtherdevelopmentmitigation ofits consequences

Implementation of the emergencyntml plans at thdacilities of the @mpaty supposes obligatory
training and briefing of the employees concerning implementation of these Iplggasticular practical
emergency response drills are held at the coal mining companiksat the facilitis of subsidiarypower
companieghe incident command team exercasi®r managerdor response o natural and mamade
emergencieare heldoy which results instruction films are issued

During the period under report the Ministry of Energy of the Rudsemieration made inspect®af the
Companyactivity in the sphere dfivil deferse, prevention and liquidation of emergenciBy results of
inspections and based of analysis of submitted documentation and accountancy of the Company it we
established thahe SUEK management pays due attention to this activity

Organization of aerological safety

In the process of production at coal minascumulation of potentially explosive methane and dust
condtion of the working space is possible, whiobnstitutea dangeifor life and healthof the workers
and increasef emergency riskin this connectiomprovision ofeffectiveaerological safety at the facilities

is one of the priority of the Company activity in order to minimize the risks for health of theysepl
and achieve advanced loads on the working faces wodelition ofincrease of depth of mining amgas
abundance of the developed coal beds

Maintenance of appropriate level wiethane safety at SUEK facilities is achieved at the cost supply of

necessary amount of air and its rational distribution in mareangementf effective management of gas
release, methane withdrawal to the surface and effective work of degassing system
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In mines there is performed regular monitoring of actual condifatust level and purposeful actions
for decrease of content of airborne and deposited duost used modern means of dedusting and dust
control

Amount of financing of the aerological safety
investment program, thous. RUR

2008 ‘
Production

Ventilation
Degassing
I Disposa

B Fire protection

2007

3000 000 5400 000 5 800000 6200 000

The rated levels of the aerological safety are achieved at the cost of

e Systematic analysis of actuardition of mining operations

Development of engineering solutions based on use of the-dgte computer technologies and
scientific achievements

Rehabilitation of vent systems of mines

Implementation of complex degassing of mines

Application of compex dedusting of mines

Implementation of computexided systems of operational dispatch management of coal mines
including airgas contral

Structurallythe solution of problems of aerological safety and emergency tolerance of minader
managemenof the departmestof aerological safety of the underground minirgated in the central
office of the Company an®J SC -K U E K.aBesidés, formation of specialized departmfamt
degassing and disposal of mine methane is started in Leikirsletsk

In 20072008 regulation of aerological safety measurewas continued by means of development of
corporate documentation

Ensuring of the aerological safeim the Company is dondy means of advanced computer
technologies In particular, under implenmeation of theProgram for Mines Emergency Tolerance
computeraided program$or Ventilation, Water Supply antinpact Wave are implemented all mines

of the Companyand by means of these programs the mathematical models of mine ventilation and
hydraulicsystems are createldnplementation of the multifunctional system MikihAV I S D&RJ Y
Granch SBGPSvill allow to performautomatic akgas control, manage the fire protectigystem and
monitor the personnel movement in the mine

SUEK develops perstive methodso f utilization of mi ne met hane
safety, but also to obtaining of economic benefitsparticular the project of Utilization of methane
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drainage at SUEK mines implemented ' _
. . . Mine methane
at LeninskKuznetsk companies is

realized under the requirements Kyoto
Protocol on reduction of greenhous
gases is aimed at minimization of
methane emissions and mining safety
In particular, in the context of this projec

Methane danger Anthropogenic emissions

L
)
L

atthe mine named for S.M.Kirov iR007% e Cznﬁv:?:%e
2008there were putito operation i 5 E

e Stationary vacuum pump_statiol

with capacity of2 5 0 & B°Anin
Of methanalr mlxture Methane safety Methane utilization

e Reequipped boilehouse, which T — )
can work both with coal and
methane after rehabilitatipn oA I -

e Gas generator for combine( eIt i vl .
production of electrical and hea
energy,

e Flare formethane burning Rl

One of the main results of the project is start of contaiype minkCHP working with mine methane
obtained from mine degassing work and supplying electrical and heat energy toStanesf miniCHP
working with mne methane is the first project in

Russia implemented in compliance with Kyotp
Protocol Aman Tuleev, the Governor of the the
Kemerovo Region named the process o
In 2008 this project became thaureate of therize || Preliminary degassing and disposition ¢
and special diplomaof the Ministry of Natural | Methane at Kirov mie (SUEK-Kuzbas$ i a
Resourcesind Ecology of the Russian Federatias | F €@l technical revo
the fiBest Eological Project of the yearand was | Taken from his interview to the magazin
awarded the second degree diploma of fef s pjrsky UgAugust\ 2008 X
Administration of the Kemerovo Region in thg
nomination the fiBest investment project using
innovation technologies

Safety culture and training with regard to occupationaland industrial safety

Support of industrial safety supposes active participation and involvement into this process of the
employees at all levels of the organizational structure of the Companyder to support and improve

the labour safety controystem,andensurehenecessary level of industrial safety, implementatiothef

safety culture at the place of productida performed based on the principles of information awareness,
propaganda and training

For the purpose ofoperative i
announcement ral  timely T
information  distribution  on -
accidentsanalysis of injuries and k
development  of  preventive X

. Monitoring/Audit
measures, in2008 there was 9

started development of nev Results analysis »

modulei Saf et y . in then

Policy in the
sphere of
OH&S




corporate computer system fAParuso

The new module has advanceddtionality and gives opportunity:to

Compose requisite legislation documents connected with execution and accounting of accidents
Promptly inform the responsible officers on accidents

Create injuries common database

Analyze the causes and circumstanoéthe accidents

SUEK in full observes the
requirements of the applicabl¢ Valentin Mazikin, the First Deputy of the Governor of

legislation ontraining for industrial | the Kemerovo Region expressed hiacknowledgemerto
and labour safetyholding of regular the staff ofKotinskaya mine an8UEK:fi To d a y Ko
briefings and  certification  of | Mine is an example for other coal mining companies of
emp|0yees_ Besides |egis|ative| Countr)é We wo ul d iithdase athizweraentaithout
demanded training,the Company| the advanced higgfficiency and safe equipmenf mine
perfoms additional professional | implementatiomew technologieperformel by the Siberian
training of employeesn the basis of| Coal Power Companllowing themine to meethe bet

own training facilities and by | worl d standards of coal pit

attraction of branchinstitution of | From the congratulatory letter for jubilee of Kotinskaya
Advanced Training mine.

E

Special attention the Company pays for preparation of the managerial personneiswinghed for
production safety managemeii the areaof production and occupational safetudits identification
estimation and the analysis of risks, qualified investigation of accidents and incidémtke view of

their prevention. SUEKaims for application of p-to-date methods of trainingusing computer
technologies, organization of seminars, attraction of representatives of foreign firms and scientific
research institutes

The Company actively implements educational programtghe head office the employekave receive
training with regard to life safetyon the basis of the Academy of national economy under RF
Government advanced training was organized for the Compamagerson the advanced methods of
safety management at the production facilitdBDGR institution (Chelyabinsk hold seminars on safety
issues in Leninskuznetsk and Chernogorsk

Since 2005 in various regions of SUEK activity the industrial, labour and environment safety condition
annual summary conferences (meetings) system is introdatedhe Company business practice.
Besides the heads of the companies, the representatives of supervising agencies, scientific and educatio
institutions, manufacturers of individual protective equipment participate in these conferences. Among
the bast issues considered there:are

e Annual summarizing with regard to production and occupational safety;

e Exchange of experience with regard to problem solutions, consolidation of activity on
improvement of the environment, production and occupational safety;

e Introduction of advanced methods in regional services of production supervision, industrial and
occupational safety.

According to the training Plans during the period under report the total amount of employees who have
received various kinds of trainirgnd upgraded their skills with regard to industrial and occupational
safety was almost 33 thous. persons, and expenditures connected with this activity exceeded 48 min.RU¥
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Number of trained and qualified persons 11625 12365

The amount of exgmses for training and qualification (thous. RUR) 14552 14253
Number of employees upgraded their skills 3574 5189
The amount of expenses for upgrade qualifications (thous. RUR) 7053 12156

Occupational traumatism

The mining facilities are referret the dangerous works connected with employees injure risk. SUEK
activity is aimed to reduction of industrial injuries risk level, herein management of this parameter is
integrated into the Company motivation system: index LT{FR KPI* for the topmanaement
including every member of SUEK board.

For 2008 the total amount of injured was decreased by 23% and the amount of fatal aictigem%.

Dynamics of accidents occurrence, 2002008

Low consequence injuries 175 134
Severe injuries 15 15
Fatal injuries 15 8
General injuries 205 157

For creation of safety working conditions the Company aims in the first place to implement new
equipment and modern mining technologies, increase the level of industrial mechanization and
automation.The preventive measures undertaken by the Company in order to decrease the industria
injuries are the most successful in Russia. In particular, in 2008 the injury rate per 1 min.tons of
production at SUEK facilities was 1.63 at the average Russia infdéx.®, and injury rate per 1000
workers 8 4.8 (average index in Russia is 6.3).

The Company thoroughly analyses each accident and detects the causes of its occurrence, develc
accident prevention measures and measures on reduction of accident ceqomoeability.

13 Integrateddisplay of reductionof occupational traumatism frequenacceptedin coal industry international
practice
14 Key Performance IndicatdrkPI
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Accident frequency: Russiaand SUEK Accident frequency: Russiaand SUEK
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Acci dent rate for 1 mln. tons i Russi a Accident rate for 1000 workers - Russia
Acci dent rate for 1 mln. tons i1 SUE Accident rate for 1000 workers - SUEK

Health care and occupational diseases preventive measures

Essential part of production facilities work sites features dangerous and harmful factors of the productior
environment, as well as factors of heaviness and intensivenes® afottk process, exceeding the
established hygienic criteria and standards. Most often the personnel of the coal facilities work in
condition which do not meedanitary requirements fair dust content, noise level, vibration, and air
temperature. For idéfication of harmful industrial factors, and for development of measures on
reduction of personnel exposure, the specialized services perform regular assessment of actual status
working conditions at work sites validation of work sites. During the ped under report the Company

has spent for these purpose®la thous. rub.

Impact of all negative work conditions in some cased brings to the risk of occupation diseases at workers

Quantity of recorded cases of occupation diseases, 262008

Quantity of detected cases 119 89 70 74

Purposeful work of the Company on prevention of occupation diseases brings tangible results. Thus, it
2008, as compared with 2005, the quantity of occupation disease cases was decreased almost by 40%.

Detected deceases by types, 2007 Detected deceases by types, 2008

12 Orthopedic injury Orthopedic injury
16

22

12

24

Sensorineural dullness
of hearing

Respiratory apparatus
diseases

Diseases from
influence of the general
and local vibration on
human body

14

35

Sensorineural dullness
of hearing

Respiratory apparatus
diseases

Diseases from
influence of the general
and local vibration on
human body
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For protection of the personnel from negative impact of the production environment:

e Arrangements on decrease of dust loads at underground work are performed: changes o
production technology are introduced; new equipment is installed anddusddst s@tion
devices in development workings, desthaust systems at rock mass reloading points.
Introduction of dustollecting units was started at the development headingseoningk
Kuznetsk and Kiselevsk (the Kemerovo region);

e Modern individual protectivequiipment is used, the personnel is provided with special cloths and
boots.

Significant effect for decease quantity reduction is made by preventive measures and timely diagnostics
SUEK employees have regular medical examinations where initial symptonesugation disease are
revealed and the employee is transferred to a less dangerous production site.

Depending on character of working conditions at working places, and dangerous and harmful exposure
the personnel have the following advantages:

e Shortened wrking week (shift);
e Additional holiday for work in dangerous conditions;
e healthful and dietary meals.

Under rehabilitative measures the workers are provided with sanatorium therapy

Labour and production safety at the generating companies

Generation of lectrical and heat energy is referred to poterttaaigerous productions. Therefore, activity

of the generating facilities of the Company is always associated with increase of labour and productior
safety level. In order to decrease risks at SUEK elegtilities there is created and functions the system

of industrial safety management. The most important link of this sy$terspecialized reliability
services, industrial and labour safety divisions.

The specialists of the services provide for productiapesvision, composite checkouts and target
inspections of industrial safety conditions, participate in development of measures for prevention of
accidents and incidents, arrange training and qualification of workers with regard to production safety,
perfom interaction with the Federal Service for Ecological, Technological and Atomic Supervision.

The emergency response plans, declarations of industrial safety are developed as applied to ener
companies dangerous industrial facilities. The documents psftigieaccidenpreventive measure for
rescue of people and emergency response, regulates interaction and duties of persons participating
elimination of accidents. All employees whose work is connected with operation of dangerous production
facilities hase to undergo emergency

Preventive measures are performed, safety culture and health care at working places are introduced f
ensuring the industrial safety. Labour safety committees (commissions) actively work jointly with trade
unions.

0JSCKuzbasserergo

For the purpose of increase of reliability and technical level of energy produoti@gKuzbassenergo
implements as follows:

e Electric stations equipment reliability enhancement implementation plan;

e Plan of inspections of facilities answerable tsR&hnadzor;
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e Plan of evaluation of industrial safety of the facilities answerable to Rostekhnadzor, wwatked
their standard operation time;
¢ Plan of implementation of activity ordered by state and corporate supervision.

For the period under report overBfeasures aimed at improvement of labour conditions, prevention of
industrial injuries, improvement of sanitation and housekeeping services of workers, provision of the
personnel with ujo-date protective equipment. Expenditures connected with labcety $af2008 were

over 157.7 min.RUR (versus 92.6 min. RUR in 2007).

In 2008 there was completed the procedure of certification of work places under working conditions at
Barnaul branch and executive apparatus of the Kemerovo branch; the certificatidoritbdyKemerovo

regionOJSCi Kuzbassenergoo issued conformity certifi
certificate).

0OJSC Yeniseiskaya TGK (TGK-13)

The company has actively worked on the following directions:

J Training, additional trainig, certification of the personnel on industrial safety issues;

o Organization and maintenance of production supervision reiglard to industrial safety at
operation of dangerous production facilities;

° Auditing;

J Inspection (diagnostics) of technical devicegerated at dangerous production facilities
performed by specialized organizations;

o Introduction of computer technologies for solution of engineering tasks of operative
management and planning of production processes;

o Arrangement and maintenance of workhwgupervision authorities;

o Arrangement and performance of procedures regulated by the Federal Law Nd 116
AAbout industrial safety of dangerous pr o

For the period under report all legal procedures were performed. Dangerous prothaitites were
identified and registered in state register, necessary licenses by types of activity were obtained
Declarations on facilities6 industrial safety
facilities were insured againstjury to the third parties.

The quantity of recorded cases obccupation diseases, 2062008

Quantity revealed cases 5 0 0 2
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Dynamics of industrial injuries

0OJSCKuzbassenergo 0OJSCYeniseiskaya TGK (TGKL3)
Measire
2007 2008 2007 2008
7 10 0 1

Fatal injuries 1 2 0 0

Industrial injuries
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Regional social policy of the Company

SUEK makes its contribution into development of the regions of its activity providipgort of social

and economic stability, improvement of population life quality, improvement of comfort of the social
environment. The Company is aimed at establishment of effective partnership with state authorities; for
solution the problems of soegzonomic development of the territories it introduces modern technologies
for management of programs for support of local companies and social investments, maintains dialog
with local community, considers its opinion in charity work.

The tools of implemenation of regional programs

The main tools of implementation

the company regional programs becarjie Alexander Khloponin, the Governor of the Krasnoyarsk
agreements on social and economic Territory: i Al | o b Undegtakeéni bgSWEK under
partnership with heads of regiongl agreemerst on social and economic -operation, the
administrations and activity of the nor| company is performing in full The purpose of such
commer cial or gani |z agreemefits consistsnotfonlyirfidetérmirnation of directic
social and economic support of the of social partnership and particular syraocated by the
regions SUEKRE G| ORI S 0 company These agreementsoordinate and define the
_ strategyof developmenbf the companyin the territory of
Regular agreements on social and| ihe regionthe strategy ofrowth rateof wages of the coal

g_conqmm ]E)artn_e{shlp reco][d malr:n industry employees, dynamics t#fx revenuesand social
irections of social support of particulf 2 nd economi c i ssueso

region by the Company; contain list of
measures and investment projecfs From the inteview to the corporate paper GUEK Coal
aimed at developmentof local Company, Np2009

companies. Preparation of thege
agreements is performed interactively
with the representatives of the regional

and municipal authorities. Main principles of preparation and signing of the agreements on social anc
economic cooperation are transpang partnership and consideration of mutual interests.

-

The Fund SUEK - REGIONS was created in December 2006 as-nommercial organization called for
modernization of SUEK activity with regard to support of local companies and bringing it to new level.
The main task of the Fund is in

partnership  with authorities o

different levels and with public i . )
organizations to create new Ella Pamfilova, the President of the RF Executive

possibilities for development an Council for developmentof civil society institutions, the
implementation in the regions of President of theBoard of Guardians of the Fund SUEK

0 REGIONS called the joint opeation of the local
authorities, public institutions and Fund SUEK
REGI ONS fione of exampl e
the authority and business in the Kemerovo regionong
the programsmplementediy the Fundd support ofsmall
business,solution of problems of womenemployment
fiWhenstartingthe pilot projectsin KuzbassSUEK creates
micromodels for implementation of social technologies
t he whol,® believasrsher y 0

activity of the Company of moderr
mechanisms of the territorie
development and solution of the mogt
essential social problems. The work
of the Fund is aimed at gradug
transfer from subsidization o
separate facilities of the soci
infrastructure to complex investments
into local companies, creation
optimal conditons for stable social| |nformation agency AljanMedia
development of the territories an
increase of efficiency of socia
expenditures of the Company.

15 Hereafter referred to &indSUEK T REGIONS of Fund
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In 2008 between the administration of the Kemerovo region @#8C Kuzbassenergo there was signed

Agreement on social and economicooperation. For the energy company it became the first experiena
creation of new format of interaction with interested parties, for SUEK it was continuation of tradition of resp|
business practice and confirmation of community of approachesailgaesponsible business in all segmer
According to the Agreement, the parties have agreed to make joint decisions on development of power b
economy, actively cooperate at solution of social and economic prablgmder the agreement®JSC
Kuzbassenerghas undertaken obligations on social protection of employees of the Company and non
pensioners, reduction air and water pollutant discharges and also on financing labour safety.measures

Main directions of the activity of the Fund:

Upgrading of the municipal system of basic and secondary educatiosupport of
innovation methods in educations (involvement of population into the processes of local
development, increase of social competence of the younger generation, creation of
electront libraries);

Support of institution of science, culture, art, health: financing of social events,
infrastructure projects, purchasing of modern medical equipment;

Sports development:support of children and youth sports and financing of construction
andrepair work in sports buildings;

Development of social infrastructure:financing of construction and repair of hospitals,
schools, boarding schools;

Support of youth initiatives: revival of traditions of youth construction teams;

Support of small business: creation of conditions for employment of redundant
employees, improvement of living conditions due to increase of availability of goods and
services, decrease of unemployment;

Creation of community centers of local developmentactive integration of popation

into the processes of local development, attraction of additional resources for these
purposes;

Support of transport infrastructure: participation in financing of repair of roads,
purchasing of transport vehicles;

Support of reform of housing and utlities infrastructure: improvement of life
conditions of the Company workers by means of increase of quality of their housing and
land improvement.

One of new significant directions of activity of the Fund was participation in the projeetgacnation

of people from hazardous dwelling including the houses in sanitary protection zones at the territories of
activity of the CompanyWith assistance of experts of the Fund the work on registration of applications
for reception of means from the federal budf@® municipal facilities of the Khabarovsk territory,
Republics olKhakassiaand Buryatiya is performed

Important of social projects

In 20072008 the Fund SUEK REGIONS started implementation of pilot programs in five settlements:
Kiselevsk (the Kemmvo region), Chernogorsk (the Republic of Khakassia), Borodino (the Krasnoyarsk
Territory), SagamNur (the Republic of Buryatia), Chegdomyn (The Khabarovsk Territory). The projects
were developed taking into account the specific characters of the testitpriorities of their social
development and aimed to development of human capital assets. The main objective of these progran
was increase of quality of life of the Company employees and their families, increase of motivation and
retaining of highlyqualified personnel at the companies of SUEK, and also attraction of young specialists
to the Company.
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In theKemerovo regionunder t he program AUrban Environment
inKiselevski i Devel opment of cé&oladnenfiBhectyoomnihc spiobt

Under the project fnDevelopment of c¢children and
way of i feo, competitioonr edr ecahtiilodnr eqir opurnod e cd n
regiond we decide togetme6 . El ectronic | i brary was <created

Electronic library 8 permanently kept ufo-date storage of literature, schoolbooks, literature reference mdterial
and periodicals. Its creation included the following comp&siepremise, equipment with protected electrical
networks, internet access, equipment with special furniture, computer and network equipment, software, informatior
content.

The project AEl ectronic Libraryodo waisbhriarpy efirRend et come
can serve over 4000 children.

In theKrasnoyarsk regiont her e was | mpl emented the program 0
smal | business Fundo ai med at <creati oningdodfsoveo nd i
some city problems, including decrease of unemployment, increase of quality of life and appeal of the
city as habitual residence and stop the loss of population.

In the Krasnoyarsk territory under the sponsorship of the Company therengargzed the construction teams
ai med at decrease of Anegat i v,evhich is intraasng with sumer holiday
when children have free timénto the teams enter, among others, the children from large arithdowe families,

handicapped children. This project gives children possibility to earn money independently and thereby h
families.

Victor Novikov, the Head of the Agency of Labour and Employment of Population of administration

Krasnoyarsk Territory saygb out SUEK construction teams: ASUEK
financed creation of own construction teams is very significant. This program has a great social imp
Seasonal employment gives the teenagers the possibility toethploselves which is undoubtedly very import

in terms of prevention of violation of the | aw.
our future, our childreno.

Vasiliy KIimov, t he head o fwoikall yea roond mscaw si:t AiAs
then it wi || be SUEKOG6s t eam. Competi ti od4hprilah lists ae
ready already. It is prestigious to work in SUEHK
Sergei Kolesov the head of Rybinslgre on says: #AFunding of the youth
very thankful to SUEK for implementation and preservation of good traditions. But what is more exjpeih$sv
understanding and interaction. This is a good job and people wilme mber it 0.

In theRepublic of Khakassig in the second city in terms of number of inhabitént€hernogorsk, there

was i mplemented the program AProfession and Ca
most acute problems of the regidnlack of qualified specialists, low status of job specialties. In short
term prospects the program is aimed for creation of conditions for occupational guidance of the young
people, and in longerm prospect® immobilization of human resource in the tesrit and decrease of
outflow of young people from the r egqgidugationalT he
structures, in the first place Association of scomhded schools of the Republic of Khakassia,
numbering 64 schools and adhering to tlealel of school development as center of local community.
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Main results of the programs:

e Created new conditions for development of modern system of professiordgteetination and
i ncrease of appeal of mini ng,;siosigimceasédc hi | dr e
e Arranged interaction of administration of the city, municipals, civil associations, public leaders,
management and employeed &fC SUEK-Khakassia under the program.

Thebasic direction of activity of the Fund in Chernogorsk becareation of the resource center of the program
iProf essi on,sgedaizingan newational guidance of schoolboys. The primary step was creg
team of the future center from among the teachers and representatives of the municipalitiesreppamksivith
youth, its training in methods of occupational guidance. This group was trained in social designing, occu
guidance, methods of social partnership

Other seminars were devoted to the methods of professionaletetimination and form@of vocationaloriented

education in school . The participants of semina
Coal Professionso, held master classes AMining 1
andompl eti on fiMiner is my professiono.

Senior schoolchildren had study trips to the company facilities. The schoolchildren were at Izykhs
Chernogorsky surface minesL{C SUEK-Khakassia). The children saw quarries, coal preparation plant, and \
the canteen, administration and amenity compl ex.
traditionso aimed at exciting the interest of K
children about miner profession

In the Republic of Buryatia the Company supported the social and economic projects concerned mainly
the social sphere of the settlement of miners of Tunguisky surface mine. In 2008 in the settlement Sagar
Nur there was st art eeérofwarialkfeddBagahlne opr dhpeami MCeo
is creation of social infrastructure for development of social activity anebighization of the local
community (first of all, leisure). Main directions and results of the program:

e Development & the settlement schoaol The school was rendered a methodical support for
development program which was prepared with attraction of representatives of local community,
management of SUEK companies, experts of federal level. Within the development of the
program, the requirements of local community for school are determined and its status as local
social anccultural center was confirmed. Besides, over 100 inhabitants of settlement-Sagan
were trained in social subjects

e On the basis of the schoolthevea s cr eBt edt t & e i,dvhich cab beauseg liy all
settlement inhabitants. SUEK purchased the equipment, connected internet, financed repair of th
room.

e Adjusted the operatiomf children presscenter, i ss

uing the settl eme
organized the competition fiThe

best journal

In the Khabarovsk Territory the Company financed the social programs for development of the
territory in the whole and for i mpl ementati on
activization of the creative potential of the population for participation in dynamic development and
improvement of the settlement. The project is oriented for development of Chegdomyn into the settlemen
with developed social infrastructure, attraction of ypuyoeople, providing human resources for SUEK
companies. There is held comp20DB8dbon AFair of |

Primary facilities supported in therimorski Krai are social services of municipalities where SUEK
companies are located. Among thegest projects is construction of Lipovitsy water supply facility.
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Housing and utilities infrastructure

projects

During the period under report thg

Company assisted regional and lodal

administrations in financing of repair of
multifamily housing and removal of

people from hazardous dwelling. In 2008 RUR. Thereare no suchpricesanywherein Kiselevsk

under the national
comfort housing to

Agreement on social and economjc

cooperation between SUEK angl
administration of the Kemerovo regiorn,
the Company paidipated in financing of

Aman Tuleev, the Governor of the Kemerovo Region
iThe cost of one s gul®006

Kemeravo; arid in Europel nobody | woulda believe
Motreoverlit is availableandceniforthioasing n d

From the speechat the ceremonialevent devoted to
commissioning of the first stage of housing in Kiselevs

the lowrise housing development in

Kiselevsk. Put into operation the firs|

stage of the housing estate with total areaAlexei Lebed, the Chairman of the Government of

over 7000 sg.m.

In the Republic of Khakassia

considerable volume of finance suppdjt partnership organizatiorist h e F u nEdrasidN eaw

was directed to the munigafties for
development and modernization ¢
infrastructure, including social purpos
facilities. Important joint project of
SUEK and administration of the territor

was removing people from slum ang specialists of the Government of the republic

hazardous dwelling.

In the Krasnoyarsk Territory was
corntinued implementation of joint projec
of SUEK and administration of the regio
on removing people from slum an
hazardous dwelling of the settleme
Dubinino.

—h

\U

—_—

the Republic of Khakassia fiOn behalf of the
management of thRepublic of Khakassi& thank you
for work andconsultingrenderedoy SUEK jointly with

Agency of Business Communications in preparation
plans for upgrading the housing and utilities
infrastructureof the republié The Board of the Fund
on assistance to reformindhe housing and utilities
infrastructure approved the request prepared by tl

Khakassia under assistance of you special&ssthe

result the Fundhasallocatedtotally 148.1min. RUR for

capital repair of dwelling and removing ofpeoplefrom

slum and hazardous dwellingf eight municipalities of
the republic in the area where live the most part
miners, employees §UEKc o mp a.ni e s 0

From the letter of A.l.Lebed to the name SHEK

under the sponsorshigf the governor of th
slum dwellingin the settlemenbecame th

surface mine and GRES, all dwellings

local budgets, and also at the cost of local

third house SUEK will completely finish
apartments all employees and pensioners

The program of resettlement of inhabitants of Dubininofrom shabby and hazardous dwelling is implemen

Dubininothere were 9%refabricated panddloardwooden houses with total area of 100.08 thegsm, where
lived more than 4 thousand people. Erected simultaneously with the begofnbonstructions of Berezovsk

commission. At active participation of regional authority in 2001 the program of resettlement from slu
hazardous dwehg was developed and accepted. The program was based on the principle ofspaies
partnership: houses for inhabitants of settlement were supposed to be built at the cost of federal, reg

SUEK the first has joined in implementation of the program. The Company had to remove from slu
hazardous dwelling over 100 families of employees and pensioners of the Berezovsky surface mine. Si
under program SUEKias allocated over 80 million RUR. From 2005 to 2008, inclusive, two newmd@d
houses have been constructed and construction of the third house has been started. Upon commissior

e Krasnoyarsk territory Alexander Khloponin. Presence of a
e acute social problem. As of the beginning of January 20

have been recognizesluas dwelling by the interdepartmenta

econoraiostay® SUEK,OGK-4, RZhD.

its part of the programayihg provided with new comfortabls
who needed
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Environmental impact of the Company activity

SUEK activity and activity of other coal mmg companies have environmental impact resulting in
displacement of rock, change of status of surface, ground waters, air and water bodies impact.

Being responsible users of natural resources the Company facilities aim during operation to gradua
decreasef environmental impact. In this regard the Company successively implements the regulations of
the accepted in 2006 Corporate Ecological Pdfiand Environmental Measures Program.

Primary environmental measures, 20072008

Financing of environmental rasures is the most important part of SUEK activity. Over the period of
20072008 the total volume of financing aimed at environmental actions amounted to 476.13 min.RUR.

Specific volume of expenses for environmental protection, Specific volume of expenses for environmental protection,
RURV/t of production RUR/t of production
12 - 114 Capital repair of main
3 . ’ 105 production assets
251 2.19 L .
- Expenses for environmental ng;ﬁpis use of water
2 protection and capital repair 08 - 0.68
of main production assets :
13 1 06 - Air protection
045
14 Environmental payments 04 | 0,39 oo 034
. Land protection against
0.5 0.26 028 02 4 0.14 production waste and
. = : ' 0.053 0,068 consumption
0 ' ' 0 ‘ : Land rehabilitation
2007 2008 2007 2008

The main part of these
expenditures fell within measure| At implementatiorof the productionprogramandbusiness

on rational water ws and | planningSUEKconsidersfiBasi ¢ pr ovi si on
rehabilitation of land disturbed Strategy of Russia for the period till202®. This daument
during production. provides for the following directions of coal mining
development

Under implementation of the

integrated management systém e full-field development

the pilotproject on certification e engineering & constructioof moderncoal faciliies

of the Company facilities for usingnew generationecovery procestechnology;
compliance with requirements o e improvemenbf quality of the production of the coal
the ecological managemer mining companies using modern methods of coal
standard ISO 14002004 is preparation

implemented. At the stage o e ensuringof environmensafetysystemfor decrease of
completion is the work on the quantity of air and water bodies pollutants
certification of some divisions of e creation offavourablélife conditions for people of the
OJSCi SUKKI zbasso. coal minina reaions.

'8 For detailed information oBcological Policy of the Company see2® of this Report
" For detailed information on this project seel-17 of this Repor®
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Environmental actions of SUEK are performedsawveral key directionsand suppose, in particular, as
follows:

e Decrease of air pollants emissions;

e water management and cleaning of waste water;

e reduction of production waste and construction of waste storages;
e restoration (rehabilitation) of disturbed lands;

e rational use of energy.

Air emissions

During open and underground coal gwetion, its transportation and preparation, at dusting of waste
heap, coal storages, at mine methane emission, air pollutants are discharged. Over 80% of such emissic
at SUEK companies are methane emissions.

Specificindices of air pollutant emissions, 2007, Specificindices of air pollutant emissions, 2008,
kg/t of production kg/t of production
I3
0,158_\ 0,?31{0,12_0 . O,ISIW 0,?22 0.114 .
P /_0,0-
Sulphur dioxide Sulphur dioxide
Carbon oxide Carbon oxide
Nitrogen oxides Nitrogen oxides
Methane Methane
Other pollutants Other pollutants
1.856 1,522

| d d . d th Specificindices of air pollutant emissions,
n order to ecrease emissions an t 2007 - 2008, kg/t of production

environmental impact the Company successivi
performs designing, installation and rehabilitati( - s
of the equipment for cleaning the vent gases
well as improves the coal mining process. T
result of this program was decrease of | !9
emissions in 2008 by7.6%. 1

[
(%]
Lad
[

2007 2008

Over the period under report SUEK performed the followimgasures on air protection

OJSCSUEK-Kuzbass

e At mines Kirov, Polysaevskaya, Oktyabrskaya there was implemented the project of installation
of the 2 stage of boiler equipment cleaning.uni

OJSCSUEK-Krasnoyarsk

e In Borodinsk loading and transportation facility there is put into operation the station of
ecological monitoring of the carriage rolling stdtdcomotive)

LLC SUEK-Khakassia

e At Chernogorsky and Abakansky surface mines new sieygaration equipmerit cyclones are
installedat boiler houses
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Water management and waste water cleaning

At open and underground (mining) coal production the surface mines, mines watering and waste wate
discharge into water bodies takes place. At SUBKganies about 80% of pollutants discharge consists
of suspended substances.

Specific indices of water pollutant emissions, 2007, Specific indices of water pollutant emissions, 2008,
kg/t of production kg/t of production
0,023
0,034 0,016 | 0,0002 Suspended substances Suspended substances
—\\:\ _— 0,005 !
0,164 Oil products Oil products
BOD (fU”) BOD (fuII)
0,005 . .
0,001_/ Dry residual Dry residual
Ferrum Ferrum
Nitrates Nitrates
Sulphates Sulphates
Chlorides Chlorides
0,944 Other pollutants Other pollutants

With a view of rational use of water in the Company there was developed and implemented the progran
on designing, construction, reconstruction of the facilities for cleaningsindl sewageln 2008 it
allowed to decrease the volumes of water consumption per ton of production by 7.5%, and volume of
pollutants dischargé by 7.6%.

For the period under report the followingiter management measuregere implemented at SUEK

OJSCPrimorskugol
e At production site of Vostochnoye mine management construction of treatment facilities was
completed

At Vostochnoye mine management hydrochemical laboratory was certified

0OJSCUralugol
e At Severnayamine construction of treatment facié is under construction

OJSCSUEK-Krasnoyarsk
e At Borodinsk STP were put into operation the facilities for treatment of melt and snow water
e At Borodinsky and Berzovsky surface mines design documents for construction of pit water
treatment facilities werprepared

LLC VostochneBeisky surface miné pit water treatment facilities are put into operation
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