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1. General provisions
1.1. The Regulation was developed according to the current laws of the Russian Federation, the Corporate Conduct Code recommended to be applied under Order of The Federal Commission for the Securities Market of Russia as of April 4, 2002 No.421/r (421/р), the Charter of IDGC of North-West (hereinafter referred to as the "Company"), and other internal documents of the Company.
1.2. The Regulation is the Company internal document determining the goals and tasks of the internal control, procedure of the internal control, the entities responsible for realization of the internal control procedures and responsible for the control over realization of the internal control procedures.
2. Main terms and definitions
Internal control is a process aimed to maintain a reasonable guarantee of achievement of goals of efficient and productive use of the Company resources, safety of assets, observance of legislative requirements and provision of the authentic reporting.
Internal control procedures are a documentary fixed system of actions for maintenance of the efficient internal control over realization of the Company financial and economic activities, revealing and fulfilment of non-standard operations, and prevention, restriction and averting of financial and operational risks and possible abusing on the part of the Company officials.
Internal control entities are the Board of Directors, Committee for Audit under the Board of Directors, General Director, Internal Control and Audit Department, and other Company structural divisions and employees who are responsible for exercising the functions of the internal control (which are assigned to them by the Company internal documents) .
Risk is an event which has two features: 1) a probability of occurrence (the beginning) of the event; 2) damage as a consequence of the occurrence of this event.
Check is a control action or a research of the state of affairs on a certain site of the Company activities.
3. Goals, tasks and principles of the internal control functioning
3.1. The main goal of the internal control shall be prevention of risks in the Company financial and economic activities, duly taking of measures on their elimination, revealing and mobilization of inter-economic opportunities and reserves of profit reception and rendering of assistance to the Company management in the effective exercising of administrative functions.
3.2. 
 The Internal control shall be aimed to perform the following tasks: 
- 
    to provide investors' trust to the Company and its governance bodies, to protect the Company shareholders' capital investments and assets;
- 
 to provide completeness, reliability and trustworthiness of the Company financial, accounting, statistical, administrative information and reporting;
- 
 to provide observance of normative-legal enactments of the Russian Federation, decisions of the Company governance bodies and the Company internal documents;
- 
 to provide safety of the Company assets and efficient use of the Company resources;
- 
 to provide performance of the set strategic goals of development by the most effective way;
- 
 to provide duly revealing and analysis of financial and operational risks which may render a material negative influence on achievement of the Company goals connected with financial and economic activities.
4. Governance bodies and divisions of the Company which are responsible for the internal control
4.1. The Company Board of Directors shall determine the policy of the internal control and carry out an estimation of efficiency of the internal control procedures.
4.2. The Committee for Audit under the Company Board of Directors shall carry out the general estimation of efficiency of the internal control procedures in the Company (including on the basis of statements and reports of the Internal Control and Audit Department).
4.3. The Company General Director shall bear the responsibility for functioning of the Company internal control procedures.
4.4. 
 The Internal control shall be carried out in the main directions of the Company financial and economic activities, including:
- 
 financial activities;
- 
 economic activities;
- 
 investment activities;
- 
 in other directions of the Company activities.
4.5. 
 The direct estimation of adequacy, sufficiency and efficiency of the internal control procedures, and the control over observance of the internal control procedures shall be carried out by a separate structural division of the Company executive body – the subdivision of the Company responsible for carrying out of internal control/audit.  
4.6. 
 In order to provide a systematic mode of the control over the Company financial and economic activities, the internal control procedures shall be carried out by the subdivision of the Company responsible for carrying out of internal control/audit in co-operation with other Company bodies and divisions.
4.7. Functions, rights and duties, responsibility of the Internal Control and Audit Department are stipulated by the Company internal documents. These documents, as well as other documents, directly or indirectly touching the issues of the internal control, may not contradict the Regulation.                                                                 
5. The internal control procedures
5.1. The Company internal control shall include the following procedures:
  - control over drawing and execution of the business plan approved by the Board of Directors;
  - revealing of infringements by means of carrying out of checks, monitoring and analysis of the results of checks of activities of branches, representative offices and structural divisions; 
   - preventive work on prevention of infringements by bringing the information on the revealed material infringements and lacks to the Company structures' notice;
   - control over elimination of the revealed infringements;
   - revealing and analysis of risks of the Company financial and economic activities; 
  - monitoring and development of actions on minimization of risks of financial and economic activities;
  - organization of gathering, processing and transmission of operational, financial and other information, including formation of the reports containing operational, financial and other information on the Company activities, and establishment of effective channels and means of communication providing vertical and horizontal communication inside the Company; 
  - determining and bringing to the Company employees' notice of their duties in the sphere of the internal control;
  - support of performance of the internal control procedures accepted in the Company;
  - appropriate documenting of the internal control procedures.
6. Functions of internal control bodies
6.1. 
 The subdivision of the Company responsible for carrying out of internal control/audit in conformity with its competence shall carry out the following functions in the field of the internal control:
- check of the accounting and financial information represented by the Company executive body divisions, the Company branches and representative offices, including examination of means and ways used for identification, estimation, classification of such information and drawing up on its basis of the reporting, and special studying of separate articles of the reporting, including detailed checks of operations, accounting balances;
- check of observance of the legislation and the Company internal normative documents, and implementation of decisions of the Company governance bodies and the Company management instructions;
- verification of availability, status, maintenance of safety and use of the Company property;
- special investigations of separate cases, for example, suspicion of abusing;
- development and representation, in accordance with the established procedure, to the Company governance bodies of the reports based on the results of checks, and proposals on elimination of the infringements and lacks revealed during carrying out of the checks, and recommendations on the management efficiency improvement;
- shall exercise other functions stipulated by the Company internal documents. 
6.1.1. 
 The Company subdivision responsible for carrying out of internal control/audit  shall hold checks according to the annual/quarter plan developed by it - the schedule of checks to be coordinated with the Audit Committee under the Company Board of Directors, and to be approved (revised) by the Company General Director (other person on his/her instructions), and nonscheduled checks under the decision of the Company General Director (the person authorized by him/her).
If required, employees of the Company dedicated divisions and independent experts shall be involved in checks.
The subdivision of the Company responsible for carrying out of internal control/audit forms and approves the check holding program for each check.
6.1.2. Organizational support and representation of necessary documents for carrying out of checks shall be carried out by heads of the Company executive body divisions, branches and representative offices within 3 (three) business days, on demand of the Internal Control and Audit Department.
6.1.3. 
 Results of the checks held by the subdivision of the Company responsible for carrying out of internal control/audit shall be drawn up as a check certificate which shall be signed by the members of the created verification commission and heads of the Company divisions, branches and representative offices, the activities of which were checked. The explanations of the facts stated in it, and copies of necessary documents signed by the head of the checked Company divisions, may be applied to it.
6.1.4. 
 The subdivision of the Company responsible for carrying out of internal control/audit in accordance with the form according to the application to the Regulation quarterly informs the Audit Committee under the Company Board of Directors on the infringements revealed as a result of checks in financial and economic activities and the proposals on their elimination, including on the facts of default, inadequate (inefficient) implementation of the internal documents approved in the Company.
6.1.5. Following the results of consideration by the Board of Directors of the reports on results of the checks held, the Company General Director shall issue an order on a set of actions aimed to eliminate remarks and infringements which were revealed during the check. 
The control over elimination of the infringements revealed during the checks shall be the responsibility of the subdivision of the Company responsible for carrying out of internal control/audit. 
6.2. 
 The Company Board of Directors shall:
- 
 give an instruction to the Company General Director on carrying out of a check within the limits of the internal control procedures; 
- 
 consider and make a decision on the reports on the internal control procedures held, which were presented by the Company General Director and/or Audit Committee under the Company Board of Directors;
- 
 consider the results of the internal control (reports and other materials of the subdivision of the Company responsible for carrying out of internal control/audit, and materials of the Company divisions which are authorized to carry out the internal control);
           - estimate the main risks accepted by the Company, and establish comprehensible levels of such risks, carry out the control over acceptance of the measures necessary for measurement, tracking and monitoring of such risks; 
- 
 hold an estimation of efficiency of the internal control procedures and constant improvement of the internal control procedures.
6.3. 
 The Committee for Audit under the Company Board of Directors shall carry out supervision over:  
- 
 the internal control procedures of the Company in the field of book keeping and finance; 
- 
 duly preparation by the Company executive bodies of the Company reporting and objectivity of this reporting; 
- 
 the Company control procedures, observance of legislative and statutory enactments; 
- 
 shall carry out other functions stipulated by the Regulation on the Committee for Audit under the Company Board of Directors.
Within the limits of realization of their functions, the Committee for Audit under the Company Board of Directors shall: 
- 
 сonsider information on the results of the checks held for a year, which is presented by the subdivision of the Company responsible for carrying out of internal control/audit;
- 
 hold an analysis of the annual financial (accounting) reporting before its submission for consideration to the Company Board of Directors and the intermediate financial (accounting) reporting before its disclosing. 
6.4. 
 The Company General Director shall:
            -  render the organizational support for realization of the internal control procedures;
           - provide implementation and development of the system aimed to reveal, measure, track and control the risks the Company faces;  
-  approve (revise) the action plan of checks to be held by the subdivision of the Company responsible for carrying out of internal control/audit (entrust its approval to another person);
- consider the information on the results of checks, which was presented by the subdivision of the Company responsible for carrying out of internal control/audit;
- report to the Company Board of Directors on elimination of the infringements revealed during realization of the internal control procedures;
            - submit to the Company Board of Directors of the proposal on the internal control procedures improvement.
7. Final provisions
7.1. The Regulation and all additions and changes to it shall be approved by the Company Board of Directors.  
7.2. The issues which are not regulated by the Regulation shall be regulated by the current laws, decisions of the Company Board of Directors and other internal documents of the Company.
7.3. If as a result of change of the laws or statutory acts of the Russian Federation, separate articles of the Regulation contradict them, these articles become invalid, and till the moment of amending the Regulation for the internal control the Company shall be guided by laws and normative legal acts of the Russian Federation.
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Form of the Report
to the Audit Committee under the Board of Directors  of IDGC of North-West
-  the list of typical and special checks (the reasons of their holding);
- the most material infringements in the Company as a whole (reasons, consequences, actions on elimination of infringements);
- typical (most frequent) material infringements in the Company as a whole (reasons, consequences, actions on elimination of infringements);
- the most material and most widespread infringements on each of core business processes (planning of industrial, financial and economic activities, execution of budgets, tariff management, debt receivable and accounts payable management, organization of purchasing activities, financial flows management, property management, investment activities, capital construction , repair and re-equipment);
- suggestions on elimination of the revealed systematic infringements.
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