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Senior management responsible for this report Aleksandr Shuktuev,
Head of marketing and sales department

Step r; Establish strong company management systems

Compliance statement with requirement:
PZCNI (hereinafter - "the company"/"Refiner") has complied with step r: "Establish strong compa.nv
management systems",

Illas rthe Refiner adopted a company policy regarding due diligence for supply chains of,
goldll

Com:ments and dlemonstration of compliance:
In ,Iuly 2013 the Comlpany implemented Responsible Gold Policy and Building up and Managing
Responsible Gold liystem guidance (hereinafter - "the PZCM Guidance") developed consistentlv with
the London Bullion l4arket Association's (hereinafter - "LBMA") Responsible Gold Guidancer
(irereinafter r "the LBMA Guidance").

During the reporting year the Company revised the PZCM Guidance fully addressing recommendation
from PwC zor4 audit. The revision resulted in fufther improvement of the gold supply chain due
dilige:nce processes and clarification ofthe requirements ofthe LBMA Guidance.

Ttre revised version of the PZCM Guidance, implemented on zo April zor5, covers all steps required b1
ttLe LIIMS Guidance, i.e,

Scope;

Organisation for high-risk gold supply chain;
Supply chain due diligence, inclusive ofthe Know your Customer process;
Monitoring of transactionsl
Maintaining records,
Training.

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

Comrnents and dernonstration of compliance:

Throughout 2015 the iOompany used official internal management supporting supply chain dLre
diligence structure. All departments related to supply chain were carrying out their responsibilities iD
compliance with existing policies and procedures during the whole year of zo15 in accordance with the
PZCM Guidance.

Accorrling to the Order #253 issued on 25 June 2012 a person responsible for compliance with the
PZCM Guidance and reoortin to Director General was axim Timofeerv

a.

b.

c.

d.

i.



Commercial Director). On 23 June 2o1S a*,u'r'rercrar r,r'ecrorj. un 23 June 2015 according to the order #354 the new responsiffi-rsoi-w,i,
assigned (Aleksandr Shuktuev, Head of rnarketingind sales depanment).

lFras the Refiner established, a strong -internal systern of due diligence, controls andtransparencT over gold supply chains, including traceability and idEntifiiaiio" Jf"otfr""r;upply chain actors'?

Coxnments and dem.onstration of compliance:
'1lhe company has a robust raw materials and secondary precrous metals acceptance process
instruction. Technological instruction. for receiving raw ma[ri;ls was "ffi;t;it ;;:d ;i"r6'ep.itzor4' In accordance with this instruction, the Company receives all required documents uua ."gi jte.
the details of the rrans'ction hefore processing gold beaiing raw .nute"ui.. a;";ifi;;";i;;i;;o;;'dur..
in accordance with intrrnal policies and regulaiions relate"d ro raw materiali received are iarried outbelole tne rehning.'l'his control procedure was in operation and adhered to during 2o15.

rras the Refiner strengthened- colnpany engagement with gold-supplying counterparties
and, where possibl:, assisted gord-supplying counterparties i, iliriiairig d";-;iii;".".
capacities?

Comments and demonstration of compliance:
PZCA{ has strengthened company e:ga.ge.m:l!.wittl Cotri_suppllng counterparties, and where possible,
assisted gold supplying counterparties in building dui diligenci capabilities.
In panicular, in respecll of the suppliers for which the contracts were concluded before April zor5 thrr
cornpany followed the defined supplier identification process, which included preliminaf, scn,tiny of
suppliers. All supplier:s submitted written confirmitions of their compliance *ltfr' irr" 

' 
inlaa

requirements_ including confirmation.that they were not involved in any mo^ney laundering, financing
terrodsm and human rights abuse activities.

Stating from April zor5 all new contracts include a clause about supplier's compliance with LBMA
requirrements, including confirmation of non-involvement in any money-laundering, te[orism
financing and/or human rights abuse activities. In addition, the Company his started aili.iUuiion or
KYC questionnaire using the form. reco-mmended by LBMA. These changes have improved due
diligence process and errsured collection ofall necessary information about supipliers.

The corrective action and recommendations from zor4 independent audit have been implemented in
tlLe ccurse ofthe vear.

Step :z: Identify and aLssess risk in the supply chain

Compliance statemerrt with requirement:
The Refiner has partiallly complied with Step z: "IdentiSr and assess risk in the supply chain,,. The
Company fully addressr:d PwC recommendations raised during zor4 independent audit and to6k
corrective actions in the course of the year.

Has the Refiner established a comqany-wide communication mechanisrn to promote
broad ernployee participation and risk identification to management?
Comrnents and demonstration of compliance:
TJre 

_ 
company developed internal communications system to support comprehensive employee

involvement in sharing information on identified risks with management. 
-Established 

iriernal
comm.unication system allows employees to raise their concerns related to precious metals supply
chain or newly identified risk facrors.

A ded.icated mailbox is installed in the office of the Company and responsible person reviews all
incoming complaints related to compliance with the PZCM Guidance.



lDoes the Refiner hawe a process to identi& risks in the supply chain?
Comments and derxLonstration of compliance:
In alrcordance with approved the 

-pZCM Guidance, which was crevelopecl consistentry rvith LIiM.Arequirements, the compa-ny identifies ald assesses risks in gold r"ppry 
"h"i,r-F;. """i.rppri.. *.Company created a profile and defined a risk rating u""oriing to our criteria of risk ratings. 1.hlsprocr:ss is a mandatory requirement before engaging ii any busin"ess retr,r"".iip. *rti, g"ra ,rotnir,,r".

Does the Refiner assess risks in right ofthe standards of their supply chain due dilige'cesystem?
(lom.rnents and demonstration of compliance:
Due diligence and supplier identification processes defined in the pZCM Guidance were carried cuteach time the company was engaging in business. relationships with a gora.upp1i".. i" uaaitior, *r"Company conducts appropriate scrutiny of suppliers' docum'ents and ilonitoriij oi un t.uo."",*r"'carricd out through the course of business ielalionships, However.. in the fiist quarter o[ 2(rri;benelicial owner identi ficatio n ,procedure was not execur"ed t" zuri ""i""i i"'r*".ar'I,.. 

"i,i'lgr,t,rrequlrements due to specifics of the Russian legislation which gives companies the right not to discL,lseinformation about beneficial owners.

The Company pe.fbrm,ed a retrospective analysis of gold supply chains for the first quarter of z'r5,including beneficial owners identification and check t"hat the counterparty and their beneficial ow'eLs
I'ere not named on any government lists for wanted money laund.ereis, known fraudsters o. t"..or,.nr.All necessary- procedur,:s for gold origin identification were carried out u""o.ain!'to ."*"r"frf" ,"agood faith efforts to e:nsure that all gold was mined in Russian Federation uni 

"o 
i.foJ"a ,u'matelials were processed in zorg

As a result of retjospective analysis performed, the Company came to a conclusion that there were no
tlansactions with high or medium risk and no gold irom Conflict-Affected u."u" *u. ia"niifi,r,t.
Therefore,-policies and procedures that existed in th; first quafier of 2015 were sufficient io p.or="t rfr.,
Company from interaction with high-risk suppliers.

In April zor5 beneficial owner identification procedure was improved and PZCM Guidance was revised
accorrlingly (approved in April zor5). Since then the Refiner dist.ibutes KYC questionnair. u.ing tt.,
form recommended by LBMA which has improved due diligence process and ensured collection ol all
nr:cesrsary information about suppliers.

Step :]: Design and implernent a management strategy to respond to identified risks

Compliance staternent with requirernent:
TlLe Cr:mpany has complied with Step 3: "Design and implement a management strategy to respond to
identilied risks".

Has the Reffner devised a strategy for risk management of an identified risk by either (i)
mitigation of the risk while continuing trade, (ii) mitigation of the risk while suspendirrg
trade or (iii) disengagement from the risk?
Comxnents and Demonstration of compliance:

Does the Refiner report risk assessment to designated manager?
Comrrents and demonstration of compliancer

The responsible person monitors compliance with the requirements of the pZCM Guidange :urd
submjts annual report to Director General. The report contains information on supply chain
management system's compliance with LBMA requirements and measures taken io ad.dre,ss
exceptions. Senior management retains ultimate control and responsibility for the gold and precious
metals supply chain.



'lAlhere a _managerrlent strat€gy of risk mitigation is undertaken, it shoul(lrneasureable steps to be taken and achieved, monitoring of performance.
reassessment ofrisl< and regular reporting to designated sen"i"" -".rug";;;i. '

Com.ments and lDenLonstration of compliance:
'I'he robust strate-gy for risk management-and mitigation was implemented together with the
ofthe PZCM Guidance on 3o Juryior3. There were"no high risk suppri{)rs iden;ifieJ in;o1;.

Sltep 4: Arrange for an independent third-party audit ofthe s'pply chain due diligence

Compliance statement with requirement:
The company has complied with step 4 "Arrange for an independent third-party audit of the supplv
c.hain due dilieence".

Comments and clernr:nstration of compliance:
According to I,BMA requirements the company was to submit the Independent third-pafty audit of l:he
srrpply chain due diligence report by 3r March zo16. The Company entered into o 

"ont.u"i -ltl-, 
zrrcl

PricewaterhouseCoopers Audit on 3 March 2016. The Independent third party."u.onubl" u..uiu.,".,
report will be published on ymrl'.n,etmet.ru upon comDletio;.

Step S: R€port orr supply chain due diligence

Corrpliance statement with requirement:
TJre Company has complied with Step 5 "Repofi supply chain due diligence,,

Comrnents and demonstration of compliance:
Repod on supply chain due diligence (Refiner's compliance ReporL) was prepared on time eLr:rd
thelefore the Company net the deadline established by LBMA.

Furthr:r information and specific details on how PZCM's systems, proceduresr processes and controls
have been implemented. and used to align to the specific requirements in the LBMA Guiclance have
been set out in the I,ZCI\{ Guidance rvhich is available on our website www.zvetmet.ru.

Is thre Refiner in co,rnpliance with the rcquirements of the LBMA Guidance for the
reporting periodli

Compl.iant with lc,w risk
deviations

Up to April 2015 the Company used the PZCM Guidanct: atloplr:d
on 3o July zor3.

The Company developed and implemented an eil'ective system of
supply chain management, inclucLing procedures, policies arLd
processes, for the purpose of compliance with the LBI4A
Guidance.



PZCM Guidance did not cover all the areas described in thr: LIi
Responsible Gold Guidance in fuII detail. A review of the

adopted in April zor5. Since the revised edition of the
Guidance was adopted the Refiner conducted

system-of gold supply chain management was performed tjrncl
detailed proceduresJ processes and practices to fully conforrrl to
the requirements of the LBMA Responsible Gold Guiciance
developed and added to the revised adition of the PZCM Gui

analysis of the gold supply chain for the first quarter of zoi5 rfnd
concluded that there were no transactions wiih high or rnJdi[m

H_ence, policies and procedures that operated in the first quariter
o{ ?qtp .*":q sufficient to protect the Cornpany from inteiaction
with high-risk suppliers.

Therefore, aforementioned exceptions are considered to be ourbj.,
of documentary nature, and theiefo." l. ;i.k i;;;;".a*.!lrliii
LBMA classification.

PZCM is committed to continuous improvement and all correctivc
actions required are monitored internally on a regular basis.

The revised edition of the PZCM Guidance has fullv adrlres:ied
previous year's audit findings and ensures full compliance with
the LBMA Guidance-

Il users ofthis report wish to provide any feedback to pzcM with respect to this report, they can
contact us through email at l7qml@zygtggt=Ig.

Head of marketing and sales department

General "l, ^. 
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Appendix to Refiner's Compliance Report - Countrry of
Information for Mined Gold

Head of marketing and sales department

General Director

\o."ou**

Refiner's name
ferrous Metals"
Kasimov, Prioksky District, RyaZan

Senior management responsible for this report

All gold-bearing raw materials released into production during zor5 were delivered by the lesal
registered in the Russian Federation, we analyzed the origin Jf roo% or the delivered eold-b"e;i
materials. we ensured that all gold-bearing raw materials-were produced o" trt. tuoiio"ry o1trr"
Federation.

No other information is available


