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1. General provisions.
1. The present Provision concerning the system of internal control (hereinafter – Provision) Of «Kazmortransflot” NMSC” JSC  (hereinafter – Company) is developed in accordance with the Charter and the Corporative management code of the Company, provisions concerning the bodies and departments of the Company and other internal documents of the Company.
2. The Provision determines concepts and goals of the system of internal control, organization of the system of internal control and principles of its functioning, procedures of the internal control during the performance of the Company’s activity, requirements to the creation of the system of information support and also the responsibility of the subjects of the internal control for the performance of the procedures of the internal control and the assessment of the system of the internal control in the society.
3. Concepts and definitions used in the Provision:

Shareholder – General meeting of the shareholders of the Company (supreme authority);

Board of the directors – Board of the directors of the Company (management body);

Audit committee – the Audit committee of the Board of the directors of the Company;

Internal audit service - Internal audit service of the Company;

Managing board – Managing board of the Company (executive body);

Executive officers – members of the Board of the directors and the Managing board of the Company;

Consolidated group – the Company with all its branch organizations and affiliates;
Subjects of the internal control – bodies, departments, and employees of the Company responsible for organization, functioning and the assessment of the effectiveness of the system of the internal control;

Committees of the Board of the directors - Committees of the Board of the directors of the Company created in accordance with the legislation of the Republic of Kazakhstan and the Corporative management code of the Company.

4. The Provision is accepted by the Company with taking into account its individual specifics, size and the development stage and also the character of risks and problems arising before it.

2. Definitions and goals of the internal control system, organization of the internal control system.

5. Internal control is defined as the process performed jointly with the Board of the directors, Managing board, departments, and employees of the Company and their actions directed to provision of reasonable warranty of accomplishing its goals by the Company including any achievements in:

5.1. effectiveness of the Company’s activity;

5.2. preservation of the assets and effective usage of the resources of the Company;

5.3. completeness, reliability and certainty of financial and management reporting of the Company;

5.4. adherence to requirements of the legislation of the Republic of Kazakhstan and internal documents of the Company;

5.5. lowering the chance and size of possible losses (including decrease of profits, losses, lowering of the rate of corporative management, etc.).

6. System of the internal control is defined as the combination of policies, processes and procedures, regulations of behavior and actions, which aid in effective and rational activity allowing the Company to properly react on major risks in the part of achieving the goals of the Company.

7. System of the internal control includes the following interrelated components:

7.1. controlled environment;

7.2. risks assessment;
7.3. internal control procedures;

7.4. information support system and information exchange system;

7.5. assessment of the effectiveness of the internal control system itself.

8. Internal control system fits into the processes and daily operations of the Company, includes procedures for immediate informing of corresponding management levels concerning any major disadvantages and weak spots for the control which were revealed along with the details of the correcting measures which were taken or which are to be taken and must be able to quickly react concerning new risks.

In the Company the competence of bodies is divided which are included in the internal control system, what depends on their relation to the processes of development, acceptance, employment and assessment of the internal control system.

9. The Board of the directors and the Managing board of the Company provide creation of the controlled environment which reflect and demonstrated to the personnel of the Company the importance of the internal control and adherence to the ethics regulations at all levels of management and directions of the Company’s activity.

10. Board of the directors is responsible for organization of the internal control system in the Company. The Board of the directors approves the policy concerning the internal control system, takes measures directed onto its improvement and perform regular assessment of the effectiveness of the internal control system.
The Board of the directors employs risk – oriented approach for the organization of the reliable system of the internal control and assessment of its effectiveness.

11. The Managing board is responsible for development, implementation of the approved by the Board of the directors policy concerning the internal control system, its reliable functioning and performance of the monitoring of the internal control system.

12. Directors of the departments of the Company in accordance with their functional duties are responsible for development, documentation, implementation, monitoring and improvement of the internal control procedures in the directions of the Company’s activity entrusted to them.

13. Separate functions of the internal control of the processes and operations of the Company may be entrusted to specialized departments created inside the Company or to single employees of the Company.
3. Principles of functioning of the internal control system.

14. Internal control system in the Company is based on the following principles:

14.1. constant smooth-running operation – constant and proper functioning of the internal control system allows the Company to timely reveal any deviations from normal state and prevent their arising in future;

14.2. accountability of all subjects of the internal control system – quality of performance of control functions by each person is controlled by other subject of the internal control system.

14.3. segregation of duties – the Company endeavors not to allow duplication of control functions and such functions must be divided between Executives and employees of the Company in such a way that the same person would not possess functions connected with approval of operations with specific assets, operational accounting, assets preservation provision and their inventory accounting;

14.4. proper approval and confirmation of operations – the Company endeavors to establish the order of approval of all financial operations by the authorized bodies and persons in the framework of their authority;

14.5. provision of the organizational disintegration of the internal audit Service and its functional accountability directly to the Board of the directors (through the Audit Committee);

14.6. responsibility of all subjects of internal control working in the Company for proper performance of the control functions;

14.7. performance of the internal control on the basis of clear interaction of all bodies and departments of the Company;

14.8. constant development and improvement – the Company endeavors to provide conditions for flexible adjustment of the internal control system in order that it could be adapted taking into the account the necessity to resolve new objectives and widen and improve such system itself;

14.9. timeliness of message transfer concerning any major faults and weak spots for control – the Company must have established least possible terms of transfer of such information to the bodies and / or persons who are authorized to take decisions concerning removal of any major faults and weak control spots;
14.10. accordance between the level of complexity of the internal control system and level of complexity of the controlled object;

14.11. determination of the priority areas in the Company’s activity in which the control is established – there are marked strategic directions reached by the internal control system even if their effectiveness of their functioning (ratio ‘expenses – economical effect’) is hard to measure;

14.12. complex and systematical character of the internal control.

4. Controlled environment.

15. The controlled environment is defined as the general relation of the Board of the directors, Managing board and the Company’s shareholders to the necessity of creation and provision of functioning of the internal control system in the Company, understanding of the importance of such a system by the employees of the Company and actions taken in this direction.

16. Factors of the controlled environment include:

16.1. honesty, ethics values and competence of the employees of the Company which reflect knowledge and skills necessary for the accomplishment of the receiver objectives;
16.2. philosophy and the management style;

16.3. organizational structure of the Company which creates the basis for planning, executing, control and monitoring of its activity;

16.4. separation of the authority and responsibility as a result of which there are determined the limits in which it is allowed and welcomed the initiative of executive officers and employees concerning the problem resolving and boundaries of their authorities are established;

16.5. policy and practice of the personnel management;

16.6. attention and strategic management from the Board of the directors.

5. Risk assessment.

17. Principles, methods of risk management, order of the monitoring and control over the effectiveness of the risk management system, authorities of the bodies responsible for its functioning and disclosure of the information concerning it are regulated by the internal document of the Company.

6. Internal control procedures.

18. Internal control procedures which are to be adhered to by the bodies and employees of the Company are actually documentally fixed system of arrangements and actions on provision of effective internal control after achievement of goals, objectives and plans of the Company, revelation and execution of nonroutine operations and also avoidance, restriction and prevention of risks and possible unfair and non-legitimate actions of the executive officers and employees of the Company.
19. Internal control procedures include:

19.1. establishment of objectives and goals, authorities and responsibility of the departments, employees and executive officers of the Company at all levels of the Company’s management, provision of their effective interaction;

19.2. establishment of authorities for the sanctioning of operations: approval and execution of the operations only by those persons who are duly authorized;

19.3. segregation of duties and absence of interest conflicts while executing their duties by the executive officers and employees of the Company;

19.4. creation and provision of functioning of reliable information support system and effective channels of information interchange between bodies, departments and employees of the Company;

19.5. noting of all employees and executive officers of the Company of their duties on the maintenance of the internal control and their awareness of their role in the internal control system;

19.6. establishment of highlights of the Company’s activity and individual highlights of activity for each employee of the management personnel of the Company in accordance with the Company’ documents;

19.7. establishment of criteria and the assessment of the effectiveness of the activity of bodies, department and employees of the Company;

19.8. Company’s risks management;

19.9. monitoring of obtaining / alienation, restructurization of the Company’s assets and adherence to the proprietary rights for them (preservation of the assets);

19.10. monitoring of the effective usage of the Company’s resources;

19.11. monitoring of the execution of the Development strategies, Development plan (medium-term business plan) and the budget (one – year business plan) of the Company;

19.12. control after the realization of the investment projects;

19.13. control after the maintenance of the prescribed order of performance of business accounting and fiscal accounting, compilation and timely presentation of the documentation of the Company (accounting, managerial, financial, fiscal, etc.);
19.14. control after maintenance of the requirements of the legislation of the Republic of Kazakhstan and also of the internal documents of the Company, execution of orders of oversight and controlling bodies;

19.15. control after the execution of decisions taken by the bodies of the Company and orders from the executive officers of the Company;

19.16. control after the execution of recommendations of auditing organizations performing the annual audit of the Company and recommendations of the internal audit service;
19.17. control after adherence to the established procedures of information disclosure of the Company;

19.18. control after adherence to the established order of flow of documents in the Company;

19.19. regular assessment of quality of the internal control system;

19.20. proper documenting of the internal control procedures;

19.21. other procedures prescribed by the internal documents of the Company.

7. Information support and information exchange system.

20. Under the term information support and information exchange system it is understood timely and effective revelation of data, their registration and their exchange.

21. the Company provides availability of full and adequate information concerning the events and conditions which are able to influence its taken decision;
22. The Company endeavors to creation of proper information system which overtakes all areas of its activity and all processes. Information included into the auxiliary programs is authorized and stored in accordance with procedures established in the Company.

23. The Company provides creation of effective channels of exchange of information including vertical and horizontal connections in order to form in all subjects of internal control the understanding of the policy accepted in the Company and procedures of the internal control and provision of their execution;
24. The Company takes measures for the protection of unsanctioned access to the information.

8. Assessment of the effectiveness of the internal control system.

25. Assessment of the internal control system is performed for determination of the possibility of arising of mistakes which influence the achievement of goals and authenticity of the documentation of the Company, revelation of essentiality of such mistakes and determination of the ability of the internal control system to provide execution of the objectives defined for it.
26. During determination of the effectiveness and adequacy of the internal control system there must be accounted for in the first place the actions (or idleness) of the Board of directors, Managing board and employees of the Company directed at integration of the internal control into all processes, timely assessment of the risks and of effectiveness of the control measures employed for damping of their effect.
27. The assessment of the effectiveness of the internal control system is an integral part of the duties of the Board of directors. The Board of directors must form up its own opinion concerning its effectiveness after proper and thorough examination based on the information and warranties brought to its information.

28. The Managing board is responsible before the board of the Directors for the constant monitoring of the internal control system and for provision of guarantees to the Board of the directors that such monitoring is actually performed. The Board of the directors must regularly receive and assess reports from the Managing board by the means of the internal control.

29. Effective monitoring on simultaneous basis is an integral component of reliable internal control system. The Board of the directors during performance of its duties cannot, however, rely solely on the process of monitoring integrated into the activity of the Company.
30. In accordance with the Provision concerning the Auditing committee of the Board of the directors of the Company the Auditing committee performs assay and assessment of the effectiveness of the internal control system in the Company (including on the basis of the reports and messages of the Internal auditing service). The results of the activity of the Auditing committee on the assessment of the internal control system must be brought to the information of the Board of the directors and be reviewed by it.

31. Role of the other committees of the Board of the directors in the process of assessment of the internal control system is determined by the provisions concerning according committees of the Board of the directors and may depend on the factors such as size and structure of the Board of directors; scale, assortment and complexity of the Company’s operations; nature of major risks which the Company faces.

32. In accordance with the Provision concerning the Internal auditing service the Internal auditing service act as the part of constant monitoring of the internal control system of the Company and directly assesses the internal control system with a view to its accordance to the estimated goals, objectives and established criteria and provides recommendations on improvement of the internal control system.

During the assessment of the internal control system and its effectiveness the Internal auditing service is directed also by other documents of the Company which regulate its activity.

33. The process of the assessment of the internal control must be determined by the Board of the directors and must include the goals, boundaries and regularity of presentation of the reports of the Managing board which the Board of the directors receives and reviews during the year and also the process of annual assessment which will be properly documented and will be the basis of the information concerning the internal control system in the annual report of the Company.

34. The reports of the Internal auditing service must give the Board of the directors balanced assessment of major risks and of the effectiveness of the internal control system in according areas of activity. Any major faults and revealed weak spots of the control must be discussed in such report including the influence they have made on the Company and actions taken for their removal.

35. While assessing the reports during the year the Board of the directors must:

35.1. to review major risks and assess their identification, assessment and removal;

35.2. to assess the effectiveness of the internal control system in the management of major risks which relate particularly to any major faults and weak spots of the internal control which are described in such report;

35.3. to review if there are taken according actions for corrections of revealed faults and weak spots of the control;
35.4. to determine in revealed faults and weak spot of the control if there is basis indicating the necessity of more intense monitoring of the internal control system;

36. The Board of the directors must perform annual assessment in order to form up the report concerning the effectiveness of the internal control system of the Company. The assessment must include problems reflected in the reports reviewed during the year and any additional information which is deemed necessary for warranting that the Board of the directors has taken into account all major aspects of the internal control of the Company during the assayed year and actualized (verified) for the date of approval of the annual report concerning the internal control.

37. Annual assessment of the Board of the directors must include in particular the following:
37.1. alterations in comparison with the following annual assessment of the nature and grade of any major risks and the ability of the Company to react on the alterations in business and the environment;

37.2. boundaries and the quality of acting risk monitoring system and the internal control system performed by the Managing board and where it is acceptable the results of the activity of the Internal auditing service and / or other departments and persons of the Company which provide warranties;

37.3. volume and periodicity of the information transfer by the results of the monitoring to the Board of the directors / Auditing committee which allows to give general assessment of the condition of the control in the Company and effectiveness of the risk management;

37.4. portion of major faults and weak spots of the control revealed during the year and the size in which they did lead to, are leading to or may yet lead to the imponderables of future events impacting the financial indices or the condition of the Company;
37.5. the effectiveness of the processes on forming of the annual report of the Company.

38. While obtaining the information concerning the major faults and weaknesses of the internal control system the Board of the directors must determine the reasons of their formation and repeatedly assess the effectiveness of the actions of the Managing board on the development, functioning and monitoring of the internal control system.
9. The report of the Board of the directors on the internal control.

39. The Board of the directors bears responsibility for the information disclosure concerning the internal control system in the annual report which is presented to the Shareholders in which there must be:

39.1. described the acting process of identification, assessment and management of all major risks which the Company meets;

39.2. noted that the process was performed during the analyzed year and is actualized (verified) for the date of the approval of the annual report;

39.3. noted that the process is regularly assessed by the Board of the directors and conforms to the requirements of the present Provision, namely confirm its responsibility for the organization of the internal control system and assessment of its effectiveness including commentaries concerning that such system presents only rational but not absolute guarantee from major losses and distortions.

40. Board of the directors in the annual report must briefly describe the process which it does employ for the effectiveness of the internal control system (where it is acceptable with the help of the Committees of the Board of the directors). The Board of the directors must also describe measures taken by it for the work on major aspects of any major problems of the internal control which are reflected in the annual report.
41. the Board of the directors must guarantee that the presented report contains significant reliable objective verified and timely information of high level.

42. the Board of the directors may include into the annual report additional information for aiding understanding of the processes of the risk management and the internal control system in the Company.

43. If the Board of the directors is not able to disclose the information prescribed by the items 39 – 41 of the Provision and did not perform the assessment of the effectiveness of the internal control system then the Board of the directors must reflect such a fact and comment it.

10. Organization of the internal control system in the consolidated group.

44. The internal control system of the Company is an integral part of the united internal control system created in the consolidated group. The Company takes all necessary measures directed at the development and approval in the prescribed order of similar provisions in the branch organizations and in the paternalized institutions.

45. The Company in the prescribed order performs methodical and practical assistance to the branch organizations and to the paternalized institutions on forming up the internal control system.
46. The Company in the prescribed order including employing of the rights of the Company as the Shareholder for obtaining of the information performs monitoring of the effectiveness of the internal control system in the branch organizations and in the paternalized institutions.

47. For the consolidated group the assessment of the effectiveness of internal control system and the report for the Shareholders are formed in all group together. The assessment of the effectiveness of the internal control system for the consolidated group is performed on the basis of reports (assessments) of according authorized bodies of the branch organizations and of the paternalized institutions and reports of the external auditors. In case if for the goals of adherence to the present Provision it is not necessary to include the branch organizations and the paternalized institutions into the consolidated group in accordance with the international standards of financial accounting then it must be reflected in the report.
11. Final provisions.

48. The present Provision and all additions and amendments made to it are approved by the Board of the directors of the Company.

49. Issues which are not regulated by the present Provision are regulated by the legislation of the Republic of Kazakhstan, decisions of the Board of the directors of the Company and other documents of the Company.
