




Refiner's Compliance Rcp011 

Table 1 - Ref'mcr's details 
. Rcfincr'i, name joint Stock (',omp1tt1y Novosihirsk Refine 

Location 
·---------i-""N"o:ccvosJbtrsk�uJsia 

Reporting ,•car-end _ 31 December 2016 
_Dntc...9£ Rcp,2.i:_t__ _ ____ 29 March 2017 -------_ 
Senior management rcspo!!_sib�c for this .!!:.{>Ort Kobzcv Dmit:ry Vladimir�� Gen�ral_Dire£!._or 

:rab-lc 'j.-..::
. 
SumJtlnn• ofOCti,itics u�·cicrluk�n- to ·dcffiO,iSlritc col!}.P..I!� 

� 
1 Stage 1: Establish strong cum1>any ma!_1,�gc,ncnt_"'•),.,'s:.:·t.::ru:.:nc=sc.._ ________________ -- -l 

Compliance statement ,<\ilh requirement: 

Joint Stock Con,pauy Novosibirsk Refinery (hereinafter, ·Ao NAZ", "the Company'', "the Refiner") fully complies with I 
the requirement '° put in place a reliable supply chain management system. 

Has the Refiner aduptcd n COnlpan}' policy rcgarcli11g due diligence for supply chains of gold? 

! Yes, it has. In September 2012, AO NAZ adopted and has, ever since, been in compliance with Gold Supplf Chain 
Policy that meets the requirements for monitoring and verifying gold supply chain compliance. Tbe l'ohcy was 
developed in accordance with LBMA requirements. 

Comments and demonstration of compHencc: 

AO NAZ's Gold Supply Chain Pol icy is presented on the official website of the Company http://affinaz.ru/. 

Has the Refiner set up an internnl management structure to support supply chain due diligence? 

Yes. it has. AO NAZ has been maintuining a duly approved internal management structure that ensures a System for 

I 

Gold Supply Chai n (hereinafter, "the System�), �hich defines the competencies, duties and responsibilities of AO 
NAZ personnel in regnrds to control and momtonng of gold supply. The aforementioned structure \</as approved by 
the Company's General Director in the "Regulation on the System for Gold Supply Chain" (hereinafter, "the 
Regulation"). 

1 Conuncnt.s and dcmonslri1tion of compliance; 

An organisational structure to monitor :ind control the supply chain has been established and was in use during the 
reporting period. An authorised management representative was assigned to manage the process for maintaining and 
monitoring gold supply chain compliance. 

·- ----- ··- ----------------------
Has the Refiner established a strong internal system of due d.ilig�nce, contro1s and transparency over 
gold supply chuins, including traceability and identification of other supply chain actors? 

Yes, it h.as. AO NAZ has, in accordance with both the LBMA Guidance and AO NAZ's Gold Supply Chain Policy, 
developed and put into effect a Regulntion that supports the aforementioned System. This Regulation defines and 
governs AO NAZ employees' activities to conduct requisite inspections and review both the coutr:i.cting parties , 
supplying gold-bearing rock and specific l1atches of the suppl ies. 

Comments and de,nonstration of compHance: 

AO NAZ has put in place a requisite process for managing niw matcl'ial supplies. For the purposes of assaying and 
processing precious metal-containing materials, AO NAZ subdivisions' personnel rrccivcs forwarding docume�ts a.nd 
inputs counterparty data into the supplier questionnaire. They also perform special control and momtormg 
procedures according to i nternal regulations with respect to materials received prior to processing. Such procedures 
were in place and complied \\ith throughout 2016. 

Has the Refiner strcnJ.,rthcucd company engagement with gold-supplying eountcrpartics and. where 
JJOM»ible. assisted goltl-supplying countcrpnrties in building due diligence capucities? 

Yes. 1t tws. Th1: <'ontrat:t with '>llpp!iers of gold for provision of refi ning sc.r\'icc� i1:dudc� n �laus': on the System. If �he
,ifo1 t'ment10ned clause is not tncludC'd 111 the contract. AO NAZ shall rt-'<:Cl\'C a \'wl'lttcn conf1rmat1on from the su�pher, 
wlwr('bv the, <'onfirm th(•ar con�l'nt to both th(' principle� of AO '.\'AZ\ politics and the pnn ciple.i; set fonh in the 
LBl\lA i�e�p�ns1ble Gold Guidanct:!. 

Gold-be:i.ring rock/raw materials are only ac('cptcd for refining ff the suppl.ier fully com plies thr Compaoy's G.old 
Supply Cham Pohc_\ on responsible handling of gold and explicitly express their consent to the ;i.forem1..•nttoncd Policy. 

l 

D11nng the reporting period. 1\0 NAZ pro\1ded (wherever applicable) their supph�rs with ao.;i-istanct• 111 performing ' 
expert apprai�al of gold-lwanng rork supply rham'i. 

Commcntb and demonstratio11 of compliance: 

.\0 �AZ's cont n.1,·t<.; with suppliers include a clause. whereby �upplirn. must confinn that they are not \11\ ol\'l�d m any 
activities asso<'1ated with money laundf'nng. financing of terrorism or hunrnu rights violations. 

Has the Refiner cstublh»hcd n company-wide communiculion mcchnnism to promote broad-ha!<tcd 
employee participution nnd risk idcntific;,tion to management? 

Ye�. 1t has . .  \0 NAZ mamtam., a procedure :,upport111� the functiomng or tht'.' Systl'm, which defines its employees 
Jn\Oh l'ment 111 its operation nnd include� the following elements: 
- ra,, nwt1..·riab c1cct·ptance procedure: 
- :-i procNlurr for as5igmng a risk le"el in regard!> to C<'IC'h batch of n:i"· matcriab supplkd;
. ut'tiviw·s aimed at reducing risk le"els; 
. comnrn11,cnt111g their findmgs to ,l manager in charge: 
- mtrodurini proposals m regards to the structure. doc.:umcntation and operation of the System. 

Comments and demonstration of compliance: 

To suppu11 th,· full 1 11\'0l\'ClllCnt of emplovee,s and ro11umin 1�at1ng !heir find111g� un 1dcnhfwd nsks to m:m.1gcml·nt. 
the\' can dircctlv (·all the l;e,wral Director. Chief .'\ccountnnt or i l l'ad of the R:m M.t1(•nal Supplies Dcpannll'nt 
(plione nn mherS :ire pi.teed on rlw official hCbs1l!:" ol ,\0 �AZ at http://affim11.m/). In add111011. a lbt of 111-hous<" 
phone nurnb,•rs or thl� aron·mention('d ma nagers 1s a"·ailable at the gatckect)('r's offic(' of the CompUtt) . Aay person 
can use the phon('. including persons , .. •ithout accc�s lo AO l\AZ"s premises. 

Stage 2: Identify Hnd � risk in the supply chain 

Doc!'» the Refiner have a proce,'t.s to identify rh.ks in the ,;uppl�· chain·! 

Yes, 1t dot.-!:i According to tht" Rcgubt1on. J\() NAZ hm, put 111 µlac-c .'.l cJ3ss1flc..1.t10n of nsk lt"\·cls in gold supply chams. 1 

Comment . .; nncl demonstration of comµliancc: 

The Comp�rnr performs 1th•ntilicat1ou mid a::iscbmcnt of risks m the supply cham. Each supplier is assigned a nsk 
level as p�r thl' Regu lation. A IC\'C'I of risk ,s as!!.ignc<l for C':'1.("h suppl) hatch. 



Does the Refiner assess risks in light of the standardo; of their due diligence system? 

Yes, it docs. A1..:cording to th<' accepted nsk classificatrnn. AO NAZ performs risk assessment of both gold-bearing rock 

I suppliers and each batch of supplies. 

1 Comments a.nd dcmonstrotion of compliance: 

I 

Pnor to t'.'nH'ring into busines� relations with any contracting party wi�hin gold . supply chains. AO K� verifies 
whether the contracting party in question is compliant with the LBMA Guidance. Given th�t. one of the requirements
in tht'.. ( UMA Guidance is identifying ultimate beneficiaries. AO NAZ performs requ1s1te procedu res for such 
1dentific;tion. Jn mst.1nces wherl' it is impus�iblc to identify an ultimate beneficiary, AO NAZ performs additional 
procedures to make sure that raw materials received from such H supplier are not a result of criminal acts,_ not 
connected with a breach of law or violation of humi'\a rights. The Company also thoroughly analyses and monitors 
corresponding transactions when maintaining its supplier relationships. ln 2016, AO NAZ had no transactions '-'-ith 
contractrng pnrt1cs categorised as exposed to ..i high ris�. �i� �aid, _every single bu�e.h of supplies is separately 
3S$.igned « risk level. Ko �upply batch is released to production 1f 1t 1s assigned a level of nsk other than a low nsk. 

, Docs the Refiner report 1·isk itsscssmcnl to designated men�gcr? 

Yes. it docs. Thl' Company performs. on a quarterly basis. verification .of the System based on wluch. o. corresponding I 
rcpoI1 is produced. This report is subject to approv,,I by the Gener.:il Director of AO NAZ. 

I Comments and demonstration of complhmcc: 

The aforementioned report rncludcs information as to whether the System complies with the LBMA Guidance 
requirements and the management's response to this. Senior management ultimately cxcrc1�es control and bears 
responsihility for the gold si1pply chain. 

Stage 3: Design and implement a management strutcgy to respond to identified risks 

Hns the Refiner devised n srratcgy for ril!>k rnanngement ofan identified risk by either (i) tnitigntion 
of the risk while continuing trade, (ii) mitigation of the risk while suspending trade or (iii)

disengagement from the risk? 

Yes. 1t IHI�- If an elevatr<l or high risk 1� identified in the supply rhain, AO NAZ will undertake steps to mit1gAtc lhc I risk. All operations m,·ol"mg receipt of raw niatcrials from a supplier at risk arc to be �uspended until the level of nsk 
is mitig,ned. 

If a risk remains elevated or high, the gold matcriol in question is returned to the supplier. 

I 
Conuncnts and demonstration of compliance: 

A detailed risk assessment and nrnnagemcnt policy according to the 1.BMA Guidanc<.' wus pursued throughout the 1 

t'lllir<' rcpo11ing period. It contains a methodology for supplier classification according to level of risk and 
corr\:sponcling risk management tools (i.e . .  cxitini from un on'u of risk by means of c�llecting additional informa�tou 
an order to confirm or deny a prospect of :tdversc impliC'..tttons of n risk. or discontinuing relations with sup11hers 
hC'nnng risk factors and/or sources of risk). 

'Where u munugcmcnt strategy of risk mitigation is undertaken, it should include measureablc �tcps 
lo be taken and achieved, monitoring of performance, periodic reassessment of risk and regular I reporting to dcsignnted senior management. 

During the reporting year. management performed a review of gold supplies with the levels of risk initinlly identified 
as other than remote. ,md no irregularities in the submitted risk mitigation documents , .. •ere identified. so that the I 

I final risk assessment \,·as done .is r<·motc risk. 
! 

Comntents and demonstration of compliance: 

Corresponding procedures wl!re implemented in �ccordance with the detailed risk assessment and management 
I policy, and such procedures have been applied in a proper wo.y, where applicable. AO NAZ does not conduct I operations with suppli<>rs whose risk le\"els were �s.sessed as elevated or high. In �eg�rds to suppliers whose risk lev�ls 

were asst'-"St>d as t!lcvatcd, AO NAZ performs add1ho11al procedures to reduce their risks to a remote level. Summaries 1 I of the functioning of the risk assessment system arc reported to the manager in charge. 

I I 

�g: :·�ngc ,::; an independent third·partv audit of the su Iv chain due dili encc 

I ;;: NAZ holds a contract with AO PricewaterhouseCoopcrs Audit for performmg independent audits. Audit is now in 

I 
p occss. 

I Comments and demonstration of compliance: 

1 The rcqrnrcmcnt of performing independent audits is in full comphancc. 

: The independent auditor's report will be published on the official website of AO NAZ at http://nffinaz.ru/. 

Stag� 5: Report •upJ!!.v chain due dilig,�e
:.c
n

:.::
cc

:=.
'-----­

Com pliw1cc statement "ith rcquircm..:nt: 

We arc m l'Omplmnc:t.• with Stage s requirements: "Report supply chain due diligenC'e". An audit of AO NAZ Gold 
Supply Cham comphanct by an independent party ,,·as completed within the deadline recommended by LBMA. 

The independent auditor's report will he published on the official website of i\O KAZ ht!p:/j.,,.affi
"'

1
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az:;:·ccne<1/"-. ____ __, 

� Management assessment of all 5 st�s�of"-t�,h
"-e�l�.B=MA=�G�u�id�a:;:n�""=---------------< Step of Framcwurk --� T-Ratitl& � Comments 

Step 1 Establish strong company 
n1.1UAKement :>ystem� 

I 
Step 2 Identify and assess risk in 
the supply chain 

Stt�p J Design and implement a 
man:tgem!!nt strategy tu respond 
to 1dcntifi�d risks 
Step 4 Arrange for an 
indfpcndcnt third-party audit of 
the supply chain due diligencl' 

J Step 5 Report on responsible 
supply_EJ1a1n due dili ence 

Fully compliant 

fully compliant 

Fully compliant 

Fully compliant 

I Fully t'Ompliant

AO NAZ has implemented Gold Supply Chain Policy on 
I responsihlc handling of gold. This policy is shared by all 
1 _o��isation�-�hat sup�x g�!.<1-h!!!.ring rock to AO NAZ. 

AO NAZ has implemented Regulation. 'l11c Regulation 
defines and governs AO NAZ employees' acthities to 
conduct requisite inspection and rc,1cw in regards to 
both the contracting pnrtics supplying gold-hearing rock 
anct s ccific batches of the su lies. 

j AO NAZ has pul in plucc classification of risk levels in 
. gold-bearing rock supply chains. 

I AO NAZ holds a contract with AO 
PliccwatcrhouscCoopcrs Audit for pctfom1ing an 
independent audit. 

All requisite reports have been prepared. 

Is the Refiner in complittnce ,,ith the requirements oflhe LBMA Guidance for the reporting period? 

AO N"A.2 fully complied with thr rcqu1rcmcnts of the 1.liMA Guid:rncc during the reporting period. 

- 1

Conclus1011: AO �AZ has implemented efficient managrment systems, procedur('s and processes to ensure full 
I compliance with the LBMA Guidance for the whole reporting year ended 31 December :2016. a:s described in Table 3. 

I 
AO NAZ has been improving its activities on a continuous basis. Implementation of 31( the required correcting actions 
will be controllc<l and monitored directlv bv AO NAZ management on a regul3r basis. 

L___ 
. .  

Table 4 - Other report·s comments 
! 

I If users of this report arc willing to present their feedback or comments for consideration by AO KAZ's managcnu.•nt. 
they can st•nd their feedback or comments electronicnlly to the follo"ing address: llJiill@;t_f!iJ!ll1.Jl!. 

L __ ·- -· ·--------------------

General Director. ' Dmitry V. Kohzev 




