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1. POSITION OF POLYUS IN THE SECTOR 

For the purposes of this Annual Report, the terms Polyus Group, PJSC Polyus, the Company and the 
Group refer to Public Joint-Stock Company Polyus and its subsidiary and affiliated companies whose 
operating results are consolidated by PJSC Polyus. 

The Company was founded in March 2006 as a result of a spin-off of gold-producing assets of 
MMC Norilsk Nickel. The Annual General Meeting of Shareholders (AGM) held on 5 April 2016 
approved a new version of the Company's Charter, whereby the corporate name was changed to 
PJSC Polyus. This decision was made as part of the Company’s revised market positioning strategy based 
on umbrella branding. The state registration of the new Company's name was completed on 14 April 2016. 

Shares of PJSC Polyus are traded on the Moscow Exchange under the ticker PLZL and its American 
Depositary Receipt (ADRs) are traded in the U.S. over-the-counter (OTC) market. 

The Company is the largest gold producer in Russia and one of the world's largest gold-mining 
companies by production volumes and mineral resources. 

Chart 1. Russia's top five gold producers by output in 2016, million oz1 

 
(1) - excluding production from companies’ foreign assets 
(2) - presented in gold equivalent 
(3) - includes Dvoinoye mine 
(4) - a Kinross Gold subsidiary 
 

Based on the 2016 data, the Company ranks 8th in the world by gold output. 

                                                           
1 Company data 
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Chart 2. World’s leading producers by output in 2016, million oz2 

 

As at 31 December 2016, the Company was the 4th largest producer globally by proven and probable 
gold reserves.  

Chart 3. World’s leading gold producers by proven and probable reserves (P&P, JORC) as 
at 31 December 2016, million oz3 

 

 

 
 

                                                           
2According to Metal Focus data 
3 Company data 
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2. CORE BUSINESS AREAS OF POLYUS 
 

Polyus is engaged in gold mining and exploration in several regions across Russia, including: 

• Krasnoyarsk Territory;  

• Irkutsk Region;  

• Republic of Sakha (Yakutia); 

• Magadan Region. 

Our mission is to unlock the potential of natural resources and human talent for the benefit of 
shareholders, employees and the Company. 

Table 1. Key assets of Polyus 

Region  
Asset development 

status as at 
31 December 2016 

Gold output in 2016, 
million oz 

Krasnoyarsk Territory Production 1,447 
Irkutsk region (alluvials) Production 169 
Irkutsk region (hardrock gold) Production 187 
Republic of Sakha (Yakutia) Production 160 
Magadan Region  
(Natalka Mill) Development 6 

In addition to the assets indicated in Table 1, the Company also holds an extensive portfolio of 
other projects at various stages of development.  
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3. BOARD OF DIRECTORS' REPORT ON THE RESULTS OF THE COMPANY'S 
DEVELOPMENT IN THE CORE BUSINESS AREAS 

In 2016, the Company's gold output exceeded its production forecast for the third year in a row, 
reaching 1.97 million ounces, a 12% increase y-o-y. This result was higher than the initial target of 1.76–
1.80 million oz and the increased target of 1.87–1.90 million oz. Thanks to its focus on operating efficiency 
and strict cost control Polyus once again showed excellent results.   

2016 was a milestone year for the Company with commencement of active implementation of its 
development projects to secure Polyus' further organic growth.  

The reconfiguration of Mill-1 was completed in September 2016 and enabled the mill to process 
higher-grade ore from the Olimpiada deposit. We have also succeeded in upgrading our mills at Olimpiada, 
Blagodatnoye, Verninskoye and Kuranakh. Completion of the first stage of these projects brought more 
than 2.0 million tonnes of additional ore processing capacity per year.  

The development of Natalka, which was resumed in 2016 following an in-depth analysis, is still 
one of the Company's strategic projects. We have revised its mining and processing model and the project 
is slated for commissioning by the end of 2017. 

2016 Operating Results 

In 2016, total gold output increased by 12% y-o-y to 1,968 thousand ounces (including 
126 thousand ounces of gold in concentrate volumes from the Olimpiada deposit). This growth was reached 
despite the suspension of mining and processing at Titimukhta due to the Mill-1 reconfiguration, which 
testifies to the Company’s efficiency in development of hard rock gold deposits. The increase in production 
was driven primarily by higher volumes of ore processing secured by the capacity expansion projects at 
Olimpiada, Blagodatnoye, Verninskoye and Kuranakh. Further improvement in the recovery rates was 
achieved at Olimpiada and Verninskoye. 

Volumes of ore processing increased by 7% y-o-y to 26.4 million tonnes with throughput capacity 
expansion projects at Blagodatnoye, Olimpiada, Verninskoye and Kuranakh either completed or entering 
the second stage of implementation. 

Volumes of ore mining increased by 35% y-o-y to 29.7 million tonnes following extensive 
stripping completed in 1Q 2016 as part of the pit cutback at Olimpiada. 

Operations of the Company's facilities in 2016 

Krasnoyarsk Territory  

The Group's facilities located in the Krasnoyarsk Territory produced 1,447 thousand ounces of gold 
(including gold in flotation concentrate), which is 12% above the 2015 level of 1,289 thousand ounces 
(including gold in floatation concentrate).  

The growth in gold production in the reporting period was driven by higher production volumes at 
Olimpiada and Blagodatnoye, which was caused primarily by the reconfiguration of Mill-1 completed in 
September 2016 enabling the mill to start processing the ore from the Olimpiada deposit. Mining and 
processing operations at Titimukhta were idled in March 2016. 

Gold production volumes at Olimpiada increased by 24% y-o-y to a record high of 
943 thousand ounces. This result was achieved due to the increase in processing volumes, higher recovery 
rate and the increase in production of gold in flotation concentrate. In 2016, ore processing grew further by 
19% y-o-y to 11.3 million tonnes, despite reduced hourly throughput at Mill-2. It benefitted from the 
reconfiguration of Mill-1 completed in September 2016, which enabled the mill to start processing the ore 
from the Olimpiada deposit. Furthermore, physical properties of the Olimpiada ore supported the increase 
in throughput capacity at Mill-1 from 2.4 million tonnes to 3.0 million tonnes y-o-y. In 2016, the recovery 
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rate increased to 81% driven by efficiency improvements at the pre-sorption cyanidation stage, lower losses 
in sorption tailings and improved efficiency in the flotation and gravitation circuits at Mill-2 and Mill-3. 

Gold production at Blagodatnoye increased by 8% y-o-y to 457 thousand ounces due to higher 
processing volumes, as well as higher grades in ore processed. Ore processing increased by 3% y-o-y 
to 7.8 million tonnes following further capacity expansion of the Blagodatnoye's Mill 
to 8.0 million tonnes per year. The Company completed the first project stage to boost capacity up to 
8.0 million tonnes per year. In 2016, the recovery rate remained high at 88%, up by 0.1 pp y-o-y. 

Gold production at Titimukhta decreased by 61% y-o-y to 40 thousand tonnes compared 
to 102 thousand ounces produced in 2015.  

Irkutsk Region (hard rock gold)  

Gold production at the Verninskoye Mill increased by 19% y-o-y to 187 thousand ounces due to 
higher processing volumes, as well as recovery improvement. Volumes of ore processing grew by 10% y-
o-y and reached 2.5 million tonnes due to higher hourly throughput of grinding equipment, which was the 
result of the replacement of the cone crusher and slurry pumps with more efficient and higher-capacity 
models, as well as reduced maintenance downtime. Grades in processed ore remained flat y-o-y. The 
recovery rate reached 87.3% due to improvements in the flotation circuit achieved thanks to the optimised 
use of reagents and enhancements in the sorption and cyanidation circuits. 

Irkutsk Region (alluvials) 

Alluvials produced 169 thousand tonnes of gold staying flat y-o-y. The increased number of 
hydraulic sluicing sites, which have higher average grades than dredging sites, drove the average grade at 
Alluvials up by 9% y-o-y to 0.61 g / сu m. This decreased volumes of sand washing by 8% y-o-y to 
8.6 million  cu m. 

Republic of Sakha (Yakutia) 

Gold production at Kuranakh increased by 10% y-o-y to 160 thousand ounces due to higher 
processing volumes. Ore processing efficiency improvement initiatives at the Kuranakh Mill led to an 
8% y-o-y increase in the total ore processed to 4.2 million tonnes, mainly driven by improved thickening 
circuit and ore blending. Recovery rate stays flat vs. 2015, at 88.2%. 

Table 2. Refined gold production 

Refined gold production 
(thousand ounces) 2016 2015 Change 

Krasnoyarsk Territory4 1,321.0 1,270.3 4% 
Irkutsk Region (hard rock gold) 186.5 161.1 16% 
Irkutsk Region (alluvials) 168.5 168.3 0% 
Republic of Sakha (Yakutia) 159.7 144.8 10% 
Magadan Region 5.7 - n/a 
Total 1,841.4 1,744.4 6% 
Gold in float concentrate 126.4 18.9 n/a 
Total gold production 1,967.8 1,763.4 12% 

Development projects 

                                                           
4 Including gold produced from the Veduga deposit’s ore 
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Comprehensive strategic asset analysis performed in March 2015 supports the development of 
established assets by mid-scale, low-risk and low-cost initiatives at the Company’s core deposits within 
Krasnoyarsk, Irkutsk and Yakutsk Business Units. 

Krasnoyarsk Region 

Olimpiada Mill 

Reconfiguration of Mill-1 to process high-grade ore from the Olimpiada deposit instead of 
low-grade Titimukhta ore. The reconfiguration of Mill-1 was completed in September 2016 and enabled 
the mill to process Olimpiada ores. Furthermore, physical properties of this ore supported an increase in 
throughput capacity at Mill-1 from 2.4 million tonnes to 3.0 million tonnes y-o-y. 

Delivery of new BIO circuit capacities at Mills-1, 2 and 3 to process additional volumes of 
flotation concentrate from Mill-1 post expansion. As Mill-1 was reconfigured, additional volumes of 
floatation concentrate surpassed the current capacity of BIO-1, 2 and 3 (437 thousand tonnes per year). Due 
to the lack of expansion possibilities for BIO circuits, the only option for the Company is to sell the 
concentrate to third parties.  

The capacities of new BIO-4 (74 thousand tonnes per year) will help the Company process the 
entire amount of floatation concentrate in-house. BIO 4 design employs latest bacterial oxidation 
technologies (air dispergation system, control room, control system). Following the commissioning of BIO-
4, the most advanced technologies may be applied at BIO-1, 2 and 3 to reach the throughput level of BIO-
4. 

Blagodatnoye Mill 

Expansion of ore processing capacity up to 8 million tonnes per year due to reconfiguration 
and streamlining of the current flowchart. The Company completed the first project stage to boost 
capacity up to 8.0 million tonnes per year. In 2017, the Company expects the processed ore volumes to 
stabilise and recovery rates to grow.  

Heap leaching of low-grade ore stockpiles at the disposal and extraction sites. Laboratory 
studies confirmed feasibility of heap leaching at Blagodatnoye with a high and stable recovery rate. The 
Company will save on the project’s capital expenditures leveraging on KBU's current mining equipment.  

Irkutsk Region 

Verninskoye Mill 

Three-stage improvement of the Verninskoye Mill capacity up to 3.0 million tonnes per year. 
In late 2016, the first project stage was completed, which resulted in improvements at the flotation circuit 
due to optimisation of reagents and enhancements at the sorption and cyanidation circuits. This drove an 
increase in capacity to 2.5 million tonnes y-o-y. The mill is expected to reach the design capacity of 
3.0 million tonnes per year in 2017–2018. In addition, improvement of existing processing methods is 
expected to push recovery rates to over 88%. 

Republic of Sakha (Yakutia) 

Two-stage expansion of the Kuranakh Mill capacity to 5.0 million tonnes per year. In late 
2016, the Company completed the first stage of the Kuranakh development project, with the mill capacity 
reaching 4.5 million tonnes per year. The mill is expected to reach the design capacity of 5.0 million tonnes 
in 2017.  

The heap leaching project under way at Kuranakh will allow for gold extraction from low-
grade ore stockpiles at the disposal site. Total low-grade ore stockpiles accumulated at the Kuranakh 
disposal site over many years of the deposit operation exceed 62 million tonnes, with the gold grade of 
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approximately 0.6 g/t. Therefore, additional mining costs are limited to ore transportation from the storage 
to the heap leaching site.  

Magadan Region 

Development of the Natalka deposit 

Suspended in December 2013, the Natalka project was revised, with a new development plan in 
place. In 2016, the Company continued operating its 100,000-tonne pilot plant to produce 5,000 ounces of 
Doré gold.  

The development project was resumed in 2016. The Company completed the construction of an ore 
crushing circuit, main conveyors and a one kilometre-long underground tunnel. Machinery and equipment 
were installed at the grinding circuit, while the construction of power infrastructure and auxiliary facilities 
is still in progress. 

In 2017, the remaining core processing equipment (gravity concentrators, screens, main conveyors 
and slurry pumps) and CIL equipment were delivered to the site. The Company plans to commission 
Natalka by the end of 2017.  
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4. DEVELOPMENT PROSPECTS 

In 2017, the Company expects to further improve its operating results. In particular, the Company 
plans to exceed the 2016 level of 2.0 million ounces and produce 2.075–2.125 million ounces of gold. 

Comprehensive strategic asset review completed in March 2015 provides for the development of 
existing assets through mid-scale, low-risk and low-cost initiatives at the Company’s core deposits. 
Promising projects the Company plans to implement in the short term are shown in the table below5. 

Existing projects Project stage 
1. Reconfiguration of Mill-1  Completed 

2. BIO capacity expansion at Mill-1, Mill-2 and Mill-3  In progress 
Completion scheduled for 2017 

3. Capacity expansion at the Blagodatnoye Mill  Stage 1 completed 
Stage 2 scheduled for 2017 

4. Heap leaching at Blagodatnoye In progress 
Completion scheduled for 2019 

5. Capacity expansion at the Verninskoye Mill Stage 1 completed 
Stage 2 and 3 scheduled for 2017–2018 

6. Capacity expansion at the Kuranakh Mill Stage 1 completed 
Stage 2 scheduled for 2017 

7. Heap leaching at Kuranakh In progress 
Completion scheduled for 2017 

New projects  
(in the short term) Project stage 

Natalka In progress 
To be commissioned by the end of 2017 

Polyus' management is confident that the existing asset portfolio offers excellent growth 
opportunities, and after the commissioning of the Natalka deposit, the Company will meet its minimum 
production target of 2.7 million ounces per year by 2020. 

Along with the projects shown in the table above, the Company's portfolio includes assets to be 
developed in the medium to long term. 

In February 2017, the Federal Subsoil Resources Management Agency (Rosnedra) issued a 
development license for the Sukhoi Log deposit to SL Gold LLC (“SL Gold”) founded by Polyus JSC and 
RT-Business Development LLC (“RT”). Sukhoi Log is located in the Irkutsk Region and is by far Russia's 
largest and one of the world’s biggest undeveloped gold deposits. 

SL Gold was founded by the Company to participate in the Sukhoi Log licence auction. 
Polyus JSC, a 100% subsidiary of Polyus PJSC, holds 51% in SL Gold, while the remaining 49% are held 
by RT-Business Development LLC, a 100% subsidiary of Rostec. In the JV, Polyus JSC will be 
responsible for the development and operation of the Sukhoi Log deposit. 

Sukhoi Log was discovered in 1961 as part of a broader greenfield exploration effort in the 
Bodaybo district in 1959–1963. The deposit was actively surveyed and evaluated from the 1970s till 1990s. 
After reserves at Sukhoi Log were audited by the Central Research Geological Exploration Institute of 
Non-Ferrous and Noble Metals in 2007, the State Committee for Mineral Reserves (GKZ) updated 
information about the Sukhoi Log reserves.  

                                                           
5 For more details on the development projects see the report of the Board of Directors on the results of the Company's 
development in the priority areas. 
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Sukhoi Log is located just six kilometres away from Verninskoye, another Polyus' deposit. This 
proximity offers opportunities to optimise processing capacity utilisation, secure economies of scale, and 
use the existing infrastructure (including the Peleduy–Mamakan power transmission line). 

According to the information disclosed at the licence auction, Sukhoi Log reserves are estimated at 
930.3 million tonnes of ore with the average grade of 2.1 g/t, or 62.8 million ounces of gold as per GKZ 
standards. 

The Company plans to engage international consultants (engineers and industry professionals) to 
organise additional exploration surveys and carry out a feasibility study of the deposit development project. 
These tasks will take three to four years. Based on the feasibility study, the Company will review several 
development options for the construction commencement at the deposit. 

Apart from Sukhoi Log, Polyus considers the development of Chertovo Koryto, another gold 
deposit located in the Irkutsk Region, approximately 200 kilometres to the northeast of Bodaybo. 
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5. CORPORATE GOVERNANCE REPORT 

Polyus is committed to an ongoing dialogue with its shareholders in line with the applicable Russian 
law, the Charter and other internal regulations of the Company. The Company’s management seeks to 
leverage best global and national practices to build a sustainable relationship. 

Board of Directors 

Resolutions of the Board of Directors serve as a foundation for the implementation of the Company’s 
development strategy. The Board of Directors is responsible for the assessment of risks and opportunities 
and development of incentive programmes for the Company’s management. 

Enhancement of the Company’s capitalisation and profitability and effective protection of interests 
of both majority and minority shareholders are among the core objectives of the Board of Directors. 

The Board of Directors is given a broad remit and authority, as prescribed by the Company’s 
Charter. In practical terms, they enable the Board is to effectively oversee performance of the Company’s 
management team.  

Pursuant to the Federal Law On Joint-Stock Companies, the Board of Directors is elected by the 
General Meeting of Shareholder and made up of nine directors. The structure and composition of the 
Company’s Board of Directors is fully in line with the Board’s objectives. 

Composition of the Board of Directors 

The following members of the Board of Directors were elected at the Annual General Meeting of 
Shareholders held on 05 April 2016: 

• Edward Dowling (Chairman of the Board of Directors) 

• Kent Potter 

• William Champion 

• Gulnara Kerimova 

• Said Kerimov 

• Pavel Grachev 

• Anastasia Galochkina 

• Mikhail Stiskin 

• Vladimir Polin 

Members of the Board of 
Directors elected on  

22 May 2015 

Attendance Members of the Board 
of Directors elected on  

05 April 2016 

Attendance 

M.B. Stiskin, 
Chairman 

16/16* Edward Dowling, 
Chairman 

10/10 

K.A. Gusev 0/6 Kent Potter 10/10 
A.B. Rumyantsev 6/6 William Champion 10/10 
V.V. Dzyubenko 6/6 G.S. Kerimova 3/10 

S.I. Zhuravlev 6/6 S.S. Kerimov 5/10 
A.A. Vostokov 6/6 P.S. Grachev 16/16 
P.S. Grachev 16/16 A.E. Galochkina 10/10 
D.A. Ageyev 0/6 M.B. Stiskin 16/16 

A.V. Timoshkin 0/6 V.A. Polin 6/10 
* - The total number of meetings held during the period when the person was a member of the Board of Directors 
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At the Board of Directors’ meeting of 29 April 2016, the committees of the Board of Directors of 
Polyus PJSC were established. 

The committees serve in an advisory and consultative capacity and conduct preliminary reviews of 
certain matters delegated to them by the Board of Directors. 

 
Audit Committee 
Kent Potter, Chairman 
Edward Dowling  
William Champion 
The Committee is composed exclusively of independent directors. The functions and tasks of the 

Committee are determined in the Regulations on the Board of Directors’ Audit Committee approved by the 
Board of Directors of Polyus PJSC on 11 May 2016. 

The Audit Committee meets on a scheduled basis. During the reporting period, the Committee 
reviewed the key financial and business aspects of the Company’s operations within its terms of reference 
and, inter alia, issued recommendations to facilitate the decision-making process of the Board of Directors 
as regards audit and internal controls, risk management and approval of the Company’s financial 
statements. 

Nominations and Remuneration Committee 
Edward Dowling, Chairman 
Anastasia Galochkina 
Kent Potter 
William Champion 
The Committee facilitates the engagement of highly-qualified management personnel and creation of 

proper incentives for their superior performance. 

Strategy Committee 
Edward Dowling, Chairman 
Kent Potter 
Said Kerimov 
Pavel Grachev 
Mikhail Stiskin 
The Committee prepares and issues recommendations (opinions) for the Board of Directors 

regarding strategic development of the Company. 

Operations Committee 
William Champion, Chairman 
Edward Dowling 
Pavel Grachev 
Vladimir Polin 
The Committee is tasked with reviewing the functional business strategy of the Company in terms of 

HSE and operational excellence and matters pertaining to the Company’s membership in the International 
Council on Mining and Metals, and also controls performance in the areas of HSE and social responsibility. 

 

 

 

Edward Dowling 

Chairman of the Board of Directors, independent director. 

Does not own shares in Polyus PJSC. 

Date of birth: 10 May 1955. 
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Education: Pennsylvania State University (USA), degree in Mining Engineering and Mineral 
Processing. In 1998, Mr Dowling received his PhD from the same university. 

Period Company Position 
from to   
1998 2012 Alacer Gold President, CEO 
1998 present Alacer Gold Member and Chairman of 

the Board of Directors 
2011 2014 Victoria Gold Corp. Director 
2012 present Teck Resources Limited Director 
04 October 
2013 

17 Novemb
er 2015 

Polyus Gold International Limited Member of the Board of 
Directors 

May 2016 present Detour Gold Corporation Member of the Board of 
Directors 

05 April 
2016 

present Polyus PJSC Chairman of the Board of 
Directors 

 

Kent Potter 

Independent director. 

Does not own shares in Polyus PJSC. 

Date of birth: 15 August 1946. 

Education: University of California, Berkeley (USA), degree in Engineering. MBA in Accounting 
and Finance from the same university. 

Period Company Position 
from to   
2009 2011 LyondellBasell Industries Executive Vice President, 

CFO 
2013 April 2016 SUEK PLC Member of the Board of 

Directors, member of the 
Audit Committee 

2014 present EuroСhem Group AG Member of the Board of 
Directors, Chairman of the 
Audit Committee 

05 April 
2016 

present Polyus PJSC Member of the Board of 
Directors 

William Champion 

Independent director. 

Does not own shares in Polyus PJSC. 

Date of birth: 18 September 1952. 

Education: University of Arizona, BS in Chemical Engineering and Biological Sciences. Arizona 
State University, WP Carey School of Business, Managing Director MBA programme. 

 

Period Company Position 
from to   
2009 2013 Rio Tinto Coal Australia Managing Director 
2009 2013 Coal & Allied Industries Ltd (Australia) Managing Director 
2002 2014 Rio Tinto PLC (London, UK) Senior Managing Director 
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2014 2016 American Sands Energy Corporation 
(USA) 

Manager 

2014 present Gladiator Mining Group LLC (USA) Director 
2016 present Compania de Minas Buenaventura S.A.A. 

(Peru) 
Director 

05 April 
2016 

present Polyus PJSC Member of the Board of 
Directors 

 

Pavel Grachev 

Member of the Board of Directors, CEO, Polyus. 

Does not own shares in Polyus PJSC. 

Date of birth: 21 January 1973.  

Education: Saint Petersburg State University, degree in Law.  
University of Trieste, Law Department, PhD in Law. 

Period Company Position 
from to   
September 2
010 

2012 Uralkali Member of the Board of 
Directors 

15 August 
2011 

23 January 
2013 

Alpina Capital A.C.L. Limited (Cyprus) Head of the Moscow 
Representative Office 

28 January 
2013 

27 Septemb
er 2013 

The Far East and Baikal Region 
Development Fund 

CEO 

27 June 2013 27 June 
2014 

Federal Grid Company of Unified Energy 
System (FGC UES) 

Member of the Board of 
Directors 

November 2
013 

03 March 
2016 

Polyus Gold International Limited Member of the Board of 
Directors 

November 2
013 

10 Novemb
er 2014 

Polyus Gold International Limited Interim CEO 

20 February 
2014 

31 July 
2014 

Moscow Representative Office of Nafta 
Moskva (Cyprus) Limited (Republic of 
Cyprus) 

Chairman of the Board of 
Managing Directors 

02 October 
2014 

present Polyus PJSC CEO 

02 October 
2014 

30 April 
2016 

Polyus JSC President 

11 Novembe
r 2014 

03 March 
2016 

Polyus Gold International Limited CEO 

26 June 2015 present Federal Grid Company of Unified Energy 
System (FGC UES) 

Member of the Board of 
Directors 

22 May 2015 present Polyus PJSC Member of the Board of 
Directors 

11 March 
2016 

present MC Polyus LLC CEO 

27 June 2016 present RusHydro Member of the Board of 
Directors 

25 January 
2017 

present SL GOLD LLC Chairman of the Board of 
Directors 

 

Mikhail Stiskin 

Does not own shares in Polyus PJSC. 
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Date of birth: 06 July 1983. 

Education: post-secondary, Moscow State Institute of International Relations (University) under the 
Ministry of Foreign Affairs, degree in Economics. University of Michigan (Ann Arbor, USA), MS in 
Economics. 

Period Company Position 
from to   
11 January 
2009 

31 July 
2013 

Sberbank СIB (formerly known as Troika 
Dialog) 

Senior Consultant, Senior 
Analyst, Managing Director 

01 August 
2013 

10 October 
2013 

Representative Office of H.I.R. RUSSIA 
INTERIORS HOLDINGS LTD (Republic 
of Cyprus), Moscow 

Investment Director 

11 October 
2013 

29 Novemb
er 2013 

Representative Office of Limited Liability 
Company Nafta Moscow (Cyprus) Limited 
(Republic of Cyprus), Moscow 

Managing Director 

02 December 
2013 

26 March 
2014 

Polyus JSC Deputy CEO, Strategy and 
Corporate Development 

09 December 
2013 

21 February 
2017 

RiM Member of the Board of 
Directors 

11 December 
2013 

21 February 
2017 

Polyus JSC Member of the Board of 
Directors 

11 December 
2013 

29 April 
2016 

Polyus Stroi Member of the Board of 
Directors 

11 December 
2013 

29 April 
2016 

Polyus Project Member of the Board of 
Directors 

11 December 
2013 

21 February 
2017 

Aldanzoloto GRK Member of the Board of 
Directors 

11 December 
2013 

present Polyus Logistics Member of the Board of 
Directors 

11 December 
2013 

22 February 
2017 

Pervenets Member of the Board of 
Directors 

19 December 
2013 

21 February 
2017 

Polyus JSC Chairman of the Board of 
Directors 

20 December 
2013 

present ZDK Lenzoloto Member of the Board of 
Directors 

13 January 
2014 

present Mamakan HPP Member of the Board of 
Directors 

27 February 
2014 

19 January 
2016 

YuVGK Member of the Board of 
Directors 

20 March 
2014 

present TaigaEnergoStroy Member of the Board of 
Directors 

27 March 
2014 

09 October 
2014 

Polyus JSC Deputy CEO, Finance and 
Strategy 

02 April 
2014 

26 Decembe
r 2014 

ZDK Lenzoloto Chairman of the Board of 
Directors 

23 May 2014 present Polyus PJSC Member of the Board of 
Directors 

30 June 2014 present Lenzoloto Member of the Board of 
Directors 

04 July 2014 29 April 
2016 

Polyus PJSC Chairman of the Board of 
Directors 

23 July 2014 present Polyus PJSC Deputy CEO, Economics 
and Finance 

30 Septembe 19 January YuVGK Chairman of the Board of 
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r 2014 2016 Directors 
30 Septembe
r 2014 

31 May 
2016 

Polyus Gold PLC Director 

10 October 
2014 

30 April 
2016 

Polyus JSC Senior Vice President, 
Finance and Strategy 

27 March 
2014 

09 Decembe
r 2016 

Polyus Gold International Limited CFO. De facto, does not 
fulfil CFO responsibilities 
from January 2016 

29 June 2015 present ZDK Lenzoloto Chairman of the Board of 
Directors 

01 May 2016 present MC Polyus LLC Senior Vice President, 
Finance and Strategy 

 

Said Kerimov  

Does not own shares in Polyus PJSC. 

Date of birth: 06 July 1995. 

Education: Moscow State Institute of International Relations, School of International Business and 
Business Administration, degree in Management. 

Period Company Position 
from to   
2013 2014 Crowfourd LLC Manager 
2014 October 201

6 
MC Vega-Service Manager, Multimedia 

Support Service 
05 April 201
6 

present Polyus PJSC Member of the Board of 
Directors 

Anastasia Galochkina 

Does not own shares in Polyus PJSC. 

Date of birth: 26 May 1977. 

Education: National Research University of Electronic Technology in Moscow. 

Period Company Position 
from to   
2011 2014 Nafta Moskva Investment Director 
2014 present Nafta Moskva Managing Director 
22 August 20
14 

03 March 2
016 

Polyus Gold International Limited Member of the Board of 
Directors 

05 April 201
6 

present Polyus PJSC Member of the Board of 
Directors 

 

Vladimir Polin 

Does not own shares in Polyus PJSC. 

Date of birth: 10 August 1962 

Education: Chelyabinsk Polytechnic Institute, degree in Metal Forming Process. 

Period Company Position 
from to   
July 2010 September 2 Branch of RUSAL Global Management Aluminium Business 
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013 B.V. Director, Aluminium 
Division East 

October 201
3 

July 2014 En+ Management COO 

August 2014 30 April 20
16 

Polyus JSC COO, CEO 

October 
2014 

21 February
 2017 

Polyus JSC Member of the Board of 
Directors 

October 201
4 

21 February
 2017 

Aldanzoloto GRK JSC Member of the Board of 
Directors 

November 2
014 

present Vitimenergostroy Member of the Board of 
Directors 

October 201
4 

21 February
 2017 

RiM Member of the Board of 
Directors 

October 201
4 

22 February
 2017 

Pervenets JSC Member of the Board of 
Directors 

January 2015 19 January 
2016 

YuVGK Member of the Board of 
Directors 

29 June 2015 present Lenzoloto Member of the Board of 
Directors 

August 2015 present TaigaEnergoStroy Member and Chairman of 
the Board of Directors 

January 2016 March 2016 MC Polyus LLC CEO 
05 April 201
6 

present Polyus PJSC Member of the Board of 
Directors 

01 May 2016 present MC Polyus LLC Senior Vice President, 
Operations 

16 August 20
16 

21 February
 2017 

Aldanzoloto GRK JSC Chairman of the Board of 
Directors 

16 August 20
16 

21 February
 2017 

RiM Chairman of the Board of 
Directors 

19 August 20
16 

present Lenzoloto Chairman of the Board of 
Directors 

 

Gulnara Kerimova 

Does not own shares in Polyus PJSC. 

Date of birth: 29 April 1990. 

Education: Moscow State Institute of International Relations (University) under the Ministry of 
Foreign Affairs. 

Period Company Position 
from to   
March 2012 present Representative Office of MG International 

AG 
Specialist 

05 April 201
6 

present Polyus PJSC Member of the Board of 
Directors 

 

In 2016, Polyus’ Board of Directors held 16 meetings, during which it reviewed both the Company’s 
performance for the previous periods and matters related to its development and ongoing operations. 

The Board of Directors reviewed its performance in 2016. The self-assessment covered the activities 
of the Board committees, individual members and their professional qualifications, and the performance of 
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the Board of Directors as a whole. During the exercise, the Board of Directors also reviewed its own needs 
for professional qualifications, expertise and business competencies, and concluded that the number of its 
members is in line with the Company's needs and the interests of its shareholders. 

The results of the self-assessment were considered at the meeting held in praesentia in March 2017. 
The Board of Directors’ performance in 2016 received a highly positive assessment from all directors. 
Also, the Board assessed the performance of its Chairman in the reporting period as highly effective. 

Corporate Secretary  

The main task of Polyus’ Corporate Secretary is to ensure that the Company’s governance bodies 
comply with the legal requirements and the Company’s internal regulations implicating the free exercise of 
its shareholders’ rights and interests. The Corporate Secretary also serves as a connecting link between the 
management, the Board of Directors and shareholders in supporting and arranging for the work of the 
Company’s governance bodies. 

The Regulations on the Corporate Secretary of Polyus PJSC approved by the Board of Directors in 
April 2016, along with the Company’s Charter, govern the discharge of responsibilities by the Corporate 
Secretary of Polyus. 

The Corporate Secretary’s primary tasks are as follows: 

• to contribute to the implementation of the Company’s disclosure policy and ensure safekeeping of 
the Company’s corporate documents; 

• to ensure communication between the Company and its shareholders, and assist in the prevention 
of corporate conflicts; 

• to ensure compliance with the procedures for the protection of shareholders’ rights and legitimate 
interests, as prescribed by the applicable laws and the Company’s internal regulations, and to 
monitor such compliance; 

• to prepare and stage the Company’s General Meeting of Shareholders; 
• to prepare and stage meetings of the Company’s Board of Directors and its committees; 
• to maintain the Company’s status as a public company and communicate with regulatory 

authorities, securities market operators, depositories, registrars, and other professional participants 
of the securities market; 

• to develop and regularly update the Company’s internal regulations defining the Company’s 
corporate governance system; 

• to propose procedures to further develop the Company’s corporate governance system; 
• to promptly inform the Company’s Board of Directors of any breaches of the law or the Company’s 

internal regulations, subject to compliance control by the Company’s Corporate Secretary. 

On 1 April 2016, the meeting of the Board of Directors appointed Anna Solotova as the Corporate 
Secretary of Polyus. 

Shareholders of Polyus PJSC 

Information about major holders registered in the securities register of Polyus PJSC as at 
31 December 2016: 

1. Full firm name: Polyus Gold International Limited 

Stake in the issuer’s charter capital: 61.38%. 

2. Full firm name: Polyus-Invest Limited Liability Company  

Stake in the issuer’s charter capital: 34.10%. 

3. Other shareholders  
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Stake in the issuer’s charter capital: 4.52%. 

The government has no stakes in the charter capital. 

Securities 

In the Russian Federation, ordinary shares of Polyus PJSC are traded at the Moscow Exchange under 
the PLZL ticker (moex.com). 

In the USA, shares of Polyus PJSC are traded as part of the Level 1 ADR programme on the US 
OTC market: 

Ticker: OPYGY 

CUSIP Number: 678129107 

Depository: The Bank of New York 

Programme commencement date: 10 July 2006 

Number ISIN: US6781291074 
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GENERAL PROVISIONS OF THE COMPANY’S REMUNERATION AND REIMBURSEMENT 
POLICY 

The Company’s remuneration policy is underpinned by the principles of fairness, competitiveness 
and adequate degree of employee motivation. 

The development and periodic review of the policy of remuneration of the Board of Directors’ 
members and the sole executive body, and control over its execution and implementation, as well as 
preliminary assessment of performance of the sole executive body, are undertaken by the Board of 
Directors’ Remuneration Committee. 

On 05 April 2016, the Company’s Annual General Meeting of Shareholders made a resolution on the 
remuneration of independent directors and reimbursement of their expenses. 

As per the resolution, Polyus’ directors recognised as independent by the Company’s Board of 
Directors are entitled to the annual remuneration of USD 165,000 paid monthly and reimbursement of 
documented expenses related to the performance of their functions as Board members, whether at the 
Board and its committee meetings or otherwise, from the date of election to the Board of Directors till the 
termination of their powers. 

For an independent director to take part in Board meetings, Polyus arranges for their 
accommodation, transportation to the meeting venue, telecommunication, postal and 
translation/interpretation services needed to perform their functions as Board members, whether at the 
Board or its committee meetings or  otherwise. 

It was also resolved that an independent director, if elected Chairman of the Board of Directors, is 
entitled to the additional remuneration of USD 135,000 per annum. The additional remuneration is paid 
from the date when such independent director is elected Chairman of the Board of Directors till the 
termination of their respective powers. 

The Annual General Meeting of Shareholders also resolved that an independent director elected 
member or chairman of any committee of the Board of Directors is entitled to the additional annual 
remuneration of USD 10,000 for the membership in each committee or USD 50,000 for chairing the Audit 
Committee and USD 30,000 for chairing other Board committees. The additional remuneration is paid from 
the date when such independent director is elected member or chairman of the Board committee till the 
termination of their respective powers. 

Total remuneration paid to the independent directors in 2016 was RUB 37,921,000. 

The amount of expenses reimbursed in connection with membership in the Board of Directors of 
Polyus PJSC in 2016 totalled RUB 15,000. 

In accordance with the Company’s Charter, the approval and amendment of an employment contract 
with the Chief Executive Office of the Company and determination of the amount of remuneration and 
reimbursement payable to him/her is reserved to the Board of Directors. The Chief Executive Officer is 
paid bonuses on the basis of key performance indicators suggested by the Board of Directors. 

The system of key performance indicators is the cornerstone of a transparent employee 
incentivisation and performance assessment scheme. 

In 2016, the Company’s employees who were also serving on the Company's Board of Directors 
received salaries for their work in the joint-stock company during the reporting period totaling 
RUB 77,713,000. 
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6. DIVIDEND POLICY 

Excerpts from the Company’s Regulations on Dividend Policy approved by the Board of Directors  
on 05 October 2016 (Minutes No. 10-16/SD dated 07 October 2016): 

• The Company’s General Meeting of Shareholders has the right to adopt resolutions on the payment 
of dividends on the outstanding shares at the end of the financial year, as well as adopt resolutions 
on (declare) the payment of interim dividends following the first quarter, six months and nine 
months of the financial year. 

• Adoption of dividend payment resolutions   is a right, but not an obligation of the Company.  

• The General Meeting of Shareholders has the right to resolve not to pay dividends on shares or not 
to adopt a resolution on the payment of dividends (by voting against the dividend such payment). 

• Payment of declared dividends is an obligation of the Company. The Company shall be liable to 
the shareholders for the non-performance of this obligation in accordance to the applicable laws. 

• The Company shall pay the declared dividends only. In case there is no resolution to pay (declare) 
dividends, the Company shall not pay dividends, and the shareholders shall not claim the payment 
thereof. 

• Subject to the applicable laws:  

o the Company shall pay dividends semi-annually in the amount equal to 30% of the 
Company’s EBITDA for the relevant reporting period. The amount to be distributed as 
dividends is calculated on the basis of the Company’s IFRS consolidated financial 
statements provided that LTM Net Debt / Adjusted EBITDA is below 2.5; 

o if the LTM Net Debt / Adjusted EBITDA exceeds 2.5, the Board of Directors may make a 
resolution to pay dividends, taking into account the Company’s current cash position, free 
cash flow, forecast for the next periods, and market conditions; 

o the Board of Directors may also consider payment of special dividends, taking into account 
the Company’s cash position, investments required, free cash flow, and overall leverage. 

• When making recommendations on the dividend amount and respective share of net profit to be 
distributed as dividends, the Board of Directors will factor in the restrictions imposed by the need 
to finance day-to-day operations, make investments and manage the Company’s debt, as well as the 
requirements of the applicable tax laws. 

• The prerequisites for the Company to pay dividends to its shareholders are as follows:  

o the Company has generated net profit in the respective period as determined in accordance 
with the Regulations; 

o the Board of Directors has recommended the amount of dividends to be paid; 

o the Company’s General Meeting of Shareholders has adopted a resolution to pay (declare) 
dividends; 

o there are no restrictions to pay dividends as provided for in Article 43 of the Federal Law On 
Joint-Stock Companies. 

• Dividends are paid in cash unless otherwise provided for in the resolution of the General Meeting 
of Shareholders in accordance with the Company’s Charter and applicable laws of the Russian 
Federation. 
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• Dividends are paid in the declared amount and within the time-limit specified by the General  
Meeting of Shareholders in accordance with the applicable laws. The Company has the right to pay 
dividends on any day within the specified time-limit. The Company shall ensure equitable 
treatment for all shareholders in terms of declared dividend payment period. 

• Dividends to individuals whose rights to the Company’s shares are registered in the Company’s 
share register are paid in cash either by money order or by transfer to their bank accounts; 
dividends to other persons whose rights to the Company’s shares are registered in the Company’s 
share register are paid by transfer to their bank accounts. Persons entitled to dividends and whose 
rights to the Company’s shares are registered with the nominee shareholder, receive dividends in 
cash in the manner provided for in the applicable laws of the Russian Federation. 

• The Company and the Registrar shall not be held liable for the failure to pay dividends when such 
failure is caused by the Company or the Registrar having no accurate addresses, banking details or 
other required information about the person registered in the Company’s share register and entitled 
to dividends. 

If any persons fail to receive the declared dividends and such failure is caused by the Company or the 
Registrar having no accurate or required addresses or banking details or through any other creditor’s delay , 
such persons may demand the payment of (unclaimed) dividends within three years after the relevant 
resolution to pay dividends was adopted. 
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7. DIVIDEND DISTRIBUTION REPORT 
 
Dividend distributions as at 31 December 2016 

Year Total dividends Dividends paid Dividends 
outstanding 

% of dividends 
paid 

June 2010 1,624,148,404.44 1,621,560,848.20 2,587,556.24 99.84% 
December 2010 2,144,562,153.75 2,141,556,535.06 3,005,618.69 99.86% 
September 2011 5,000,165,803.81 4,993,515,697.01 6,650,106.80 99.87% 
September 2012 12,000,016,673.65 11,989,626,207.78 10,390,465.87 99.91% 

2013–2016 No dividends were paid. 
TOTAL 20,768,893,035.65 20,746,259,288.05 22,633,747.60 99.89% 
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8. KEY RISKS ASSOCIATED WITH THE OPERATIONS OF POLYUS 
 
The Company’s operations are associated with various risks that may affect its operating, financial 

and investment performance.  
Risk management is an integral part of the risk management and internal control system and is 

regulated by the Risk Management and Internal Control Policy. The Board’s Audit Committee ensures the 
reliability and effectiveness of the system. 

Risk management relies on the following principles observed by the Company’s employees when 
performing duties within the scope of their competence: 

• continuity – continuous and uninterrupted functioning of the risk management and internal control 
system at all Company levels;  

• comprehensive coverage – the system covers all business lines and processes;  

• risk-based approach – the system is integrated in business process management as regards 
prioritisation of risk management initiatives;   

• reasonable adequacy – the scope and complexity of risk controls and risk management initiatives 
need to be relevant and sufficient to meet the system’s goals;  

• segregation of duties – the rights and responsibilities of the Company’s employees are segregated 
based on their role in the system;  

• responsibility – all of the Company’s employees bear responsibility for the system performance 
within the scope of their duties;  

• timely reporting – information on risks and controls, as well as the results of the system 
performance assessment are reported to respective executives in a timely manner;  

• flexibility – the system is constantly developing and improving in tandem with the changing 
environment.  

Risk management includes risk identification and assessment, as well as development and 
monitoring of risk mitigation initiatives.  

The table below lists Polyus’ key risks and the relevant mitigation initiatives. 
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No. Risk category Risk name (for 2016 
annual report) Risk description Risk management 

initiatives 
1 Industry risks 

 
 

Falling gold prices The Company’s 
financial results are 
largely dependent on 
gold prices. The gold 
market is cyclical and 
susceptible to global 
economic changes. Gold 
prices depend on 
external factors beyond 
the Company’s control.  
 
A significant continuous 
decline in gold prices 
may render Polyus’ gold 
production and/or 
exploration less 
profitable or even 
unprofitable, while also 
having a material 
adverse effect on the 
Company’s operating 
and financial 
performance.  

The Company is 
continuously 
monitoringgold markets, 
while also taking steps 
to reduce expenses, 
revising the unfinished 
capital investment 
projects, and engaging 
in derivative 
transactions. 

2 Industry risks 
 
 

Non-confirmed 
reserves and 
resources 

The Company’s 
operations depend to a 
large extent on the 
available reserves and 
resources. The 
estimation of mining 
companies’ mineral 
reserves may be 
inaccurate by nature, 
and partially reliant on 
subjective statistical 
findings obtained via 
limited drilling and 
other analyses.  
 
In case of failure to 
confirm the quantity and 
quality of explored 
reserves at the deposits 
under development, 
there is a risk of lower 
production efficiency 
due to more expensive 
and labour-intensive 
mining operations, a 
change in processing 
technology, or reduced 
life of mine.  

The Company manages 
this risk by engaging 
independent experts to 
audit reserves at 
prospective and 
developed fields, and by 
reporting on exploration 
results and reserves 
availability (reserves-to-
production ratio). 
Additionally, the 
Company is involved in 
follow-up exploration 
(advance and 
operational). 

3 Financial risks 
 
 

Rouble appreciation The Company’s 
operating costs are 
mostly rouble-

The Company is 
constantly monitoring 
this risk. To mitigate FX 
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No. Risk category Risk name (for 2016 
annual report) Risk description Risk management 

initiatives 
denominated.  At the 
same time, the sale price 
of gold is linked to the 
US dollar, which means 
that the Company’s 
revenue is affected by 
the fluctuations in the 
USD/RUB exchange 
rate.  

risks, the Company 
borrows mostly in 
US dollars, while 
maintaining sufficient 
funds in roubles to pay 
off its short-term 
obligations. 

4 Financial risks 
 
 

Higher cost of debt 
and availability of 
debt financing 

The sanctions imposed 
by the US, EU and a 
number of other 
countries, as well as 
Russia’s credit rating 
downgrade to 
speculative, hinder 
foreign borrowing.  
 
TheCompany may have 
a shortage of funds 
when it comes to 
financing its operating, 
management and 
investment needs, as 
well as debt repayment.  

The Company is 
continuously managing 
this risk, in order to 
create an optimal capital 
structure and maintain 
sufficient funds to 
finance its operating, 
management and 
investment needs. In 
addition, the Company 
engages in derivative 
transactions as per the 
hedging programme 
approved by its Board of 
Directors. To better its 
debt capital structure, 
the Company 
reclassifies short-term 
loans to long-term and 
increases the number of 
instruments with a fixed 
interest rate.  

5 Legal risks 
 
 

Non-compliance 
with regulatory 
requirements in 
respect of subsoil 
licenсing, 
environmental 
protection, etc. 

Due to a rapidly 
changing legal and 
regulatory framework, 
which impacts the 
Company’s operations, 
the Company may be 
exposed to the risk of 
non-compliance with 
certain applicable legal 
and regulatory 
requirements.  There is 
also a risk of intentional 
breach of / non-
compliance with local 
regulations by the 
Company’s employees. 
In case of failure to 
comply with the licence 
requirements, the 
licences needed by the 
Company may be 
revoked early, and/or 
may not be granted or 

To minimise these risks, 
the Company has put in 
place a compliance 
system that monitors the 
changes in the 
legislation and industrial 
regulations. The 
Company also maintains 
a Security Hotline to 
ensure quick response in 
case of failure to 
observe the 
requirements imposed 
by the compliance 
system.  
The Company is making 
continuous efforts to 
improvethe system for 
monitoring compliance 
with licence agreements 
and Russian standards. 
The Company carefully 
reviews and implements 
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No. Risk category Risk name (for 2016 
annual report) Risk description Risk management 

initiatives 
renewed, or may be 
granted or renewed with 
a delay, or may impose 
requirements that limit 
the Company’s ability to 
operate.  

the orders and 
instructions of state 
regulatory and 
supervision agencies 
issued following the 
inspections of its 
facilities.  

6 Country and 
regional  
 
 

Higher tax burden The Company duly 
meets its tax obligations 
in full and on time. At 
the same time, tax risks 
could be triggered by: 
- differing statutory 
interpretations by the 
taxpayer and tax 
authority; 
- inconsistent 
application of tax laws 
in various 
circumstances; 
- potential changes in 
tax laws and practices. 

Risk mitigants: 
- proactive approach to 
obtaining information 
on upcoming regulatory 
changes and their 
analysis; 
- engagement of 
external consultants for 
complex matters to 
evaluate the impact of 
changes on the 
Company’s operations. 

7 Country and 
regional  
 
 

Stronger 
international pressure 
on the Russian 
Federation 

The Company’s 
operations are exposed 
to potential political 
instability including 
extension and tightening 
of the sanctions imposed 
on the Russian 
Federation by different 
nations.  

Risk monitoring 

8 Strategic 
 
 

Inaccurate 
assessment of 
investment projects’ 
economics and 
failure to achieve the 
targets 

When implementing its 
investment projects, the 
Company faces the 
following challenges: 
- inaccurate assessment 
of project costs and 
other metrics;   
- employee errors; 
- ineffective investment 
budget management and 
monitoring processes. 

To minimise the risk, 
the Company: 
- harmonises and 
standardises the 
investment projects’ 
evaluation principles;  
- regularly updates 
valuation models as part 
of the investment 
project monitoring 
process and suspends 
projects with declining 
performance metrics; 
- factors in post-
investment reviews of 
completed projects for 
the purpose of similar 
projects across the 
Group. 

9 Strategic 
 
 

Failure to grow 
further due to 
imbalances between 
the Company’s 

The Company faces the 
risk of its existing 
structure and 
infrastructure not 

The risk is minimised 
through a well-balanced 
distribution of projects 
(by number and 
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No. Risk category Risk name (for 2016 
annual report) Risk description Risk management 

initiatives 
management systems 
and business 
processes 

matching the scale and 
complexity of its 
projects. Also, overlaps 
in launching additional 
projects increase the risk 
of failure of both 
existing and new 
projects. 

complexity) at the 
strategy development 
stage. The Company is 
also working to 
transform and align its 
business processes and 
information systems.  

10 Strategic 
 
 

Risks associated with 
the Sukhoi Log 
project 
 
 

In 2017, the Company 
obtained a licenсe to 
develop the Sukhoi Log 
field. The project is 
associated with the 
following key risks:  
• non-confirmation of 

geological data 
regarding the 
reserves and grade; 

• non-confirmation of 
ore quality. 

To manage this risk, the 
Company plans to 
undertake verification 
drilling, follow-up 
exploration, and 
inventory revaluation, 
and to update the 
geological model of the 
field.  

11 Strategic 
 
 

No government 
support for 
construction/reconstr
uction of 
infrastructure 
facilities 

Due to unclear 
regulations, the 
applicable law provides 
for certain arbitrariness 
in allocation of funds 
and provision of tax 
exemptions under the 
effective government 
programmes.  

The Company monitors 
compliance with 
government relationship 
procedures and quality 
of information 
submitted to the 
government bodies. The 
Company promotes a 
positive image in its 
interactions with the 
government. 

12 Business-related 
(operational) 
 

Mining and 
geological risks, 
including pit wall 
and road failures 

Risk drivers: 
- errors in assessing the 
stability of rock mass; 
- violation of the mining 
technology; 
- incorrect ore body 
depth estimates or lack 
thereof. 

The Company regularly 
conducts exploration 
drilling, analyses 
geological environment 
at the sites, and arranges 
for pit wall research and 
monitoring.  

13 Business-related 
(operational) 

Selection of 
inefficient 
technologies, 
insufficiency and/or 
poor quality of 
expert reviews and 
tests for new 
technologies 

Risk drivers include 
lack or poor quality of 
the projects’ technical 
expert review, including 
insufficient analysis of 
the technological 
process during 
laboratory tests, and 
non-representative 
character of ore/material 
samples. 

The Company engages 
highly qualified 
professionals to run 
expert reviews of 
strategic projects, 
including international 
engineering companies.  

14 Business-related 
(operational) 

Production 
equipment failures 

Risk drivers include 
non-compliance with the 
operation requirements 
and ill-timed 

To mitigate the negative 
impact of the risk, the 
Company: 
- analyses unscheduled 
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No. Risk category Risk name (for 2016 
annual report) Risk description Risk management 

initiatives 
maintenance 
programmes.  

disruptions in 
technological processes; 
- controls planning and 
implementation of 
maintenance schedules; 
- runs property damage 
and business 
interruption insurance 
programmes. 

15 Business-related 
(operational) 

Blackouts Risk drivers:  
- potential insufficiency 
of power supplies in the 
market; 
- limited throughput 
capacity of energy 
networks; 
- natural anomalies. 

To enhance the 
reliability of power 
supplies, the Company 
constructs high-voltage 
power lines in the 
Krasnoyarsk Territory 
and the Magadan 
Region to be linked to 
the federal grid 
companies’ networks in 
Siberia and the Far East. 

16 Business-related 
(operational) 

Delays and budget 
overruns under 
capital construction 
projects 

Risk drivers:  
- failure to follow key 
milestones  of project 
development stages;  
- delays in performance 
of contractor obligations 
(or poor performance 
thereof); 
- mid-project 
adjustments to design 
documents. 

Risk mitigants: 
- tougher control over 
the quality of work 
schedule development;  
- in-depth analysis of the 
design and engineering 
documents by the 
Client;  
- engagement of 
experienced and highly 
qualified design 
contractors.  

17 Business-related 
(operational) 

Workplace injuries 
and accidents 

Risk drivers: 
- employees’ failure to 
comply with the health 
and safety regulations;  
- poor performance of 
the Client’s and/or the 
Contractor’s health, 
safety and environment 
system, or lack thereof.  

Risk mitigants: 
- collection and analysis 
of data related to the 
causes of workplace 
accidents and incidents, 
equipment failures and 
downtime periods, 
description of each 
accident/incident/failure
/downtime, including 
their causes and 
consequences;  
- sharing the lessons 
learnt.  

18 Business-related 
(operational) 

Environmental 
impact 

The Company’s 
operations are subject to 
environmental 
monitoring and 
regulations, as they are 
related to the use of 
environmentally 
hazardous substances, 

The Company duly 
honours its 
environmental 
commitments, adhering 
to the principles and 
requirements set out in 
the Russian and 
international standards, 
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No. Risk category Risk name (for 2016 
annual report) Risk description Risk management 

initiatives 
pollutant emissions, soil 
disturbance, potential 
negative impact on 
animals and plants, and 
other adverse 
environmental factors. 

treaties, conventions and 
protocols. Moreover, the 
Company implements 
the ICMM standards as 
part of its ongoing 
operations. 

19 Business-related 
(operational) 

Failure to meet 
deadlines and 
quality/volume 
requirements to the 
materials supplied 
and services 
provided 

Risk drivers:  
- no account for logistic 
pauses in setting 
delivery times; 
- no consistent quantity- 
and quality-based 
acceptance system; 
- inaccurate calculation 
of the target price for 
inventory items that 
have not been purchased 
before; 
- irrelevant data in the 
planned delivery time 
reference materials. 

Risk mitigants: 
- shifting delivery times 
with due account taken 
of logistic pauses; 
- establishment of the 
incoming control 
function; 
- formalisation of the 
target pricing procedure; 
- implementation of a 
project to streamline 
supply processes; 
- annual updates of the 
planned delivery time 
reference materials. 

20 Business-related 
(operational) 

Shortage of qualified 
staff 

Shortage challenges 
facing the staff 
recruiters are driven by: 
- stronger competition 
for human resources in 
the Russian labour 
market; 
- poor performance of 
educational institutions, 
especially the technical 
ones; 
- the Group operating 
mostly in remote 
regions with a 
challenging climate. 

Risk mitigants: 
- ensuring successful 
recruitment of highly 
qualified staff; 
- development of 
professional training in 
local higher education 
institutions; 
- improvements to the 
incentive system, 
including through 
competitive salaries. 
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APPENDICES 

APPENDIX 1: Information on observing the recommendations of the Corporate Governance Code. 

The following internal regulations have been approved at Polyus PJSC:  

1) Charter of Polyus PJSC approved by the General Meeting of Shareholders of Polyus PJSC (minutes 
No. 02-16/OSA dated 15 September 2016) 

Amendments No. 1 to the Charter of Polyus PJSC were made based on the resolution of the 
Extraordinary General Meeting of Shareholders of Polyus PJSC (Minutes No. 03-16/OSA dated 
23 December 2016) and the Report on the cancellation of ordinary shares of Polyus PJSC approved by 
the Board of Directors of Polyus PJSC (Minutes 06-17/SD dated 10 April 2017) 

2) Regulations on the General Meeting of Shareholders approved by the General Meeting of 
Shareholders of Polyus PJSC (minutes No. 01-16/OSA dated 06 April 2016) 

3) Regulations on the Auditing Commission approved by the General Meeting of Shareholders of Polyus 
PJSC (minutes No. 01-16/OSA dated 06 April 2016) 

4) Regulations on the Board of Directors approved by the General Meeting of Shareholders of Polyus 
PJSC (minutes No. 01-16/OSA dated 06 April 2016) 

5) Regulations on the Corporate Secretary approved by the Board of Directors of Polyus PJSC (minutes 
No. 06-16/SD dated 01 April 2016) 

6) Regulations on the Board’s Audit Committee approved by the Board of Directors of Polyus PJSC 
(minutes No. 08-16/SD dated 11 May 2016) 

7) Regulations on the Board’s Nomination and Remuneration Committee approved by the Board of 
Directors of Polyus PJSC (minutes No. 08-16/SD dated 11 May 2016) 

8) Regulations on the Board’s Operations Committee approved by the Board of Directors of Polyus PJSC 
(minutes No. 09-16/SD dated 10 August 2016) 

9) Regulations on the Board’s Strategy Committee approved by the Board of Directors of Polyus PJSC 
(minutes No. 09-16/SD dated 10 August 2016) 

10) Regulations on the Dividend Policy approved by the Board of Directors of Polyus PJSC (minutes 
No. 10-16/SD dated 07 October 2016) 

11) Regulations on Internal Audit approved by the Board of Directors of Polyus PJSC (minutes No. 06-
16/SD dated 01 April 2016) 

12) Enterprise Risk Management and Internal Control Policy approved by the Board of Directors of 
Polyus PJSC (minutes No. 04-17/SD dated 07 March 2017) 

13) Regulations on Insider Information approved by the Board of Directors of Polyus PJSC on 
28 September 2011 (minutes No. 11-11/SD dated 28 September 2011) 

14) Regulations on the Anti-Corruption Policy approved by order of Polyus PJSC's Chief Executive 
Officer No. 2-pz dated 04 April 2012.
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REPORT 
on observing principles and recommendations 

of the Corporate Governance Code 
 

Board of Directors’ statement of compliance with the Corporate Governance Code 
In its operations the Company adheres to the best corporate governance practices largely supported by the recommendations outlined in the Corporate 
Governance Code. Hereby, the Board of Directors confirms its commitment to the highest corporate governance standards as a reflection of the general 
approach and policy of the Company is this area. 
 
The methodology used by the Company to assess compliance with the corporate governance principles is based on the Recommendations for the report on 
observing principles and recommendations of the Corporate Governance Code (Appendix to letter of the Bank of Russia dated 17 February 2016 No. IN-06-
52/8). 
 
The table below has been prepared in accordance with the said Recommendations and reflects the Company’s efforts to improve the internal corporate 
governance standards. 

No. Corporate Governance Principles Criteria to evaluate compliance with the corporate 
governance principle 

CGP compliance 
status 

 

Explanation on deviations from the 
CGP compliance evaluation 

 
1.1. The company must ensure equal and fair treatment of all shareholders when they exercise their right to participate in managing the company. 
1.1.1. The company provides the best possible 

conditions for shareholders to participate in the 
general meeting, make informed decisions, 
coordinate their actions and express their 
opinion on agenda items. 

1. The company’s internal document approved by the 
general shareholder meeting and regulating the general 
meeting policy is in public access. 
 
2. The company provides accessible communication 
channels, such as a hotline, e-mail and an internet forum, 
which allow the shareholders to express their opinion and 
submit questions regarding the agenda in the course of 
preparation for the general meeting. The company used 
these communication channels to prepare for each general 
meeting held in the reporting period. 
 

Observed 
 

 

1.1.2. The procedure to notify shareholders of a 
general meeting and circulate appropriate 
materials enables shareholders to duly prepare 

1. A general meeting notice is posted on the website not 
later than 30 days prior to the date of the general meeting. 
 

Paragraphs 1 and 2 are 
observed 

Paragraph 3 is partly 

As shareholders did not propose any 
nominees to the agenda of the 
2015 General Meeting of Shareholders 
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for the meeting. 2. A notice of general meeting specifies the venue of the 
meeting and documents necessary to access the venue. 
 
3. Shareholders are informed of who suggested agenda items 
and who nominated candidates to the company’s board of 
directors and the auditing commission. 
 

observed of Polyus PJSC, the nominee list for 
election to the Company’s Board of 
Directors and Auditing Commission 
was compiled based on the Board of 
Directors’ recommendations. 
 
Shareholders were informed of the fact 
that the nominee list for election to the 
Company’s Board of Directors and 
Auditing Commission was compiled 
based on the Board of Directors’ 
recommendations via a report on the 
election to the respective bodies, which 
was presented at the annual General 
Meeting of Shareholders of Polyus 
PJSC for 2015. 
 
Such non-compliance with the 
Corporate Governance Code is limited 
in time. Information on who suggested 
the agenda items and who nominated 
candidates to the Company’s Board of 
Directors and the Auditing 
Commission is provided in the 
materials for preparation to the General 
Meeting of Shareholders for 2016. 

1.1.3. When preparing for and participating in the 
general meeting, the shareholders had 
unrestricted and timely access to any relevant 
information and materials, could communicate 
with one another and address questions to the 
company’s executive bodies and directors. 

1. During the reporting period, shareholders had the 
opportunity to address questions to the company’s executive 
bodies and directors both before and during the annual 
general meeting. 
 
2. The directors’ opinions (including dissenting opinions 
recorded in the minutes) on each of the agenda items of the 
general meetings held during the reporting period were 
added to the materials for the annual general meeting. 
 
3. The lists of persons entitled to participate in each general 
meeting in the reporting period were made available to the 

Paragraphs 1 and 3 
are observed 

Paragraph 2 is partly 
observed 

During the reporting period, the 
directors did not provide their opinions 
on the agenda items of the General 
Meeting of Shareholders. 
There are no additional risks associated 
with this. Moreover, such non-
compliance with the Corporate 
Governance Code is limited in time.  
Earlier, with a small number of the 
Company’s shares in free float, it was 
deemed unreasonable for the directors 
to provide their opinions. However, 
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shareholders eligible to review such lists as soon as the 
company received those. 
 

in 2016, the directors were given an 
opportunity to express their opinions 
and provide them to shareholders for 
preparation to General Meetings of 
Shareholders according to the new 
version of the Regulations on the 
General Meeting of Shareholders 
approved by the General Meeting of 
Shareholders for 2015. Going forward, 
the Company plans to add opinions of 
the Board of Directors on each agenda 
item to the materials for General 
Meetings of Shareholders. 

1.1.4. There were no unjustified difficulties preventing 
shareholders from exercising their rights to 
convene a general meeting, nominate candidates 
to the company’s management bodies, and 
propose items for the agenda. 
 

1. In the reporting period, shareholders had the opportunity 
to propose items for the agenda of the annual general 
meeting during at least 60 days following the end of the 
respective calendar year. 
 
2. In the reporting period, the company rejected no item 
proposed for the agenda and no candidate nominated to the 
management bodies due to misprints or other minor flaws in 
shareholder proposals. 
 

Observed  

1.1.5. Every shareholder was able to exercise their 
voting rights without hindrance, in the simplest 
and most convenient way. 

1. The company’s corporate policy authorises every general 
meeting participant to request a copy of their completed 
voting ballot certified by the counting board before the end 
of the meeting. 

 

Observed  

1.1.6. The procedure for holding a general meeting set 
by the company provides equal opportunities for 
all persons present at the meeting to express 
their opinions and ask questions. 

1. There was sufficient time for reporting on the agenda 
items and discussing the respective matters provided at the 
general meetings of shareholders held during the reporting 
period in the form of a meeting (joint presence of 
shareholders). 
 
2. Candidates to the management and control bodies were 
available to give answers to shareholders during the meeting 
at which their candidatures were put to voting. 
 

Paragraph 1 is 
observed 

Paragraphs 2 and 3 are 
partly observed 

Re paragraph 2: 
The Company invites all candidates to 
the management and control bodies to 
participate in General Meetings of 
Shareholders. Subject to their 
individual schedules, there were some 
candidates to the management and 
control bodies of the Company present 
at the annual Shareholder Meeting 
for 2015 and available to answer 
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3. When making decisions in respect of preparing for and 
holding general meetings of shareholders, the board of 
directors considered using telecommunication equipment to 
grant shareholders remote access in order to participate in 
the general meetings during the reporting period. 

questions. There are no additional risks 
associated with this. However, going 
forward, the Company will make every 
effort to ensure that candidates to the 
Company’s management and control 
bodies are present at General Meetings 
of Shareholders.  
Re paragraph 3: 
The Board of Directors did not 
consider using telecommunication 
equipment to grant shareholders remote 
access in order to participate in General 
Meetings of Shareholders, deeming it 
unreasonable to increase general 
meeting costs given the prevailing 
equity structure in the reporting year. If 
the current situation persists, the 
Company does not plan to use 
telecommunication equipment for these 
purposes. The Company believes that 
there are no additional risks associated 
with this. 

1.2. Shareholders have been given equal and fair opportunities to receive a share in the company’s profit in the form of dividends. 
1.2.1. The company developed and introduced a 

transparent and coherent procedure to determine 
the amount of dividends and pay them out. 

1. The company’s dividend policy has been developed, 
approved by the board of directors and disclosed. 
 
2. If the company’s dividend policy uses indicators of the 
company’s financial statements to determine the amount of 
dividends, the respective provisions of the dividend policy 
take into consideration consolidated indicators of financial 
statements. 
 

Observed 
 

 

1.2.2. The company does not resolve to pay out 
dividends, if such resolution, though compliant 
with the legislation, is not economically viable 
and may lead to false assumptions about the 
company’s performance. 
 

1. Dividend policy contains clear references to the financial 
and/or economic circumstances under which the company 
should not pay dividends. 

Observed  
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1.2.3. The company does not allow detriment to the 
dividend rights of its current shareholders. 

1. During the reporting period, the company did not take any 
actions leading to deterioration of its current shareholders’ 
dividend rights. 
 

Observed  

1.2.4. The company should seek to prevent 
shareholders from making profit (gain) from the 
company other than through dividends and 
liquidation value. 

1. In order to rule out the possibility of the shareholders 
using any other methods to make profit (gain) from the 
company other than through dividends and liquidation value, 
the company’s internal regulations establish controls that 
ensure timely detection of and an approval procedure for 
transactions with persons affiliated (related) with the 
substantial shareholders (persons entitled to cast votes 
granted by the voting shares) in cases where the law 
formally does not recognise such transactions as non-arm’s 
length transactions. 

Partly observed Non-arm’s length transactions are 
approved by the Company in 
accordance with the law. In addition, 
the Company’s internal regulations set 
out a procedure for identifying and 
approving non-arm’s length 
transactions as prescribed by the 
Russian law.  
Such non-compliance with the 
Corporate Governance Code is not 
limited in time. At present, the 
Company does not plan to amend the 
internal regulations with additional 
controls and procedures. The Company 
believes that there are no additional 
risks associated with this.  

1.3. Corporate governance framework and practices ensure equality for the shareholders owning the same type (class) of shares, including minority and non-resident 
shareholders, and their equitable treatment by the company. 

1.3.1. The company has ensured equitable treatment of 
each and every shareholder by its management 
bodies and controlling entities, specifically to 
prevent abuse by major shareholders against 
minority shareholders. 
 

1. During the reporting period, the procedures used to 
manage potential conflict of interest among the substantial 
shareholders were effective, and the board of directors paid 
proper attention to any and all conflicts among shareholders. 

Observed  

1.3.2. The company refrains from any and all actions 
that will or may result in the artificial 
redistribution of corporate control. 

 

1. The company has no quasi-treasury shares, or no quasi-
treasury shares were used in voting during the reporting 
period. 

Partly observed Holders of quasi-treasury shares 
participated in voting at the General 
Meeting of Shareholders of the 
Company. 
The Company believes that there are 
no additional risks associated with this. 
Such non-compliance with the 
Corporate Governance Code was 
limited in time and was addressed in 
order to improve the Company’s 
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corporate governance system. 
Following the reorganisation in the 
form of a merger between Polyus-
Invest LLC and Polyus PJSC, most 
quasi-treasury shares of Polyus PJSC 
owned by Polyus-Invest LLC have 
been cancelled. Currently, the 
Company has no quasi-treasury shares. 

1.4. Shareholders are provided with reliable and effective methods to record their title to shares, as well as the opportunity to dispose of such shares freely and without 
hindrance. 

1.4.1. Shareholders are provided with reliable and 
effective methods to record their title to shares, 
as well as the opportunity to dispose of such 
shares freely and without hindrance. 
 

1. The quality and reliability of the work carried out by the 
registrar to maintain the register of the holders of securities 
suffice for the needs of the company and its shareholders. 

Observed  

2.1.  The board of directors is responsible for the strategic governance of the company, defining key principles and approaches to risk management and internal controls, 
exercising control over the company’s executive bodies, and delivering on other core responsibilities. 

2.1.1. The board of directors is responsible for the 
appointment of executives and termination of 
their appointments, including as a result of their 
failure to perform properly. The board of 
directors also ensures that the company’s 
executive bodies act in accordance with the 
approved development strategy and the 
company’s business profile. 
 

1. The board of directors’ authority related to appointment, 
dismissal and determining the terms and conditions of the 
contracts with the members of the executive bodies is stated 
in the charter. 
 
2. The board of directors reviewed the report (reports) of the 
sole executive body and of the members of the collective 
executive body on the implementation of the company’s 
strategy. 

Observed 
 

 

2.1.2. The board of directors defines the company’s 
general long-term strategic priorities, evaluating 
and approving key performance indicators and 
the company’s primary business goals, as well 
as the strategy and business plans for the 
company’s core activities. 
 

1. Meetings of the board of directors held during the 
reporting period reviewed matters related to the progress and 
adjustment of the strategy, approval of the company’s 
business plan (budget), and to the review of the criteria and 
indicators (including interim criteria and indicators) of the 
implementation of the company’s strategy and business 
plans. 

Observed 
 

 

2.1.3. The board of directors determines the 
company’s risk management and internal 
control principles and approaches. 

1. The board of directors determined the company’s risk 
management and internal control principles and approaches. 
 
2. During the reporting period, the board of directors 
evaluated the company’s risk management and internal 

Observed   
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control framework. 
 

2.1.4. The board of directors defines the company’s 
policy on remunerating and/or reimbursing 
(compensating) its directors, executives and 
other key managers. 

1. The company has developed and implemented a policy 
(policies) on remunerating and/or reimbursing 
(compensating) its directors, executives and other key 
managers. 
 
2. During the reporting period, the meetings of the board of 
directors reviewed matters relating to said policy (policies). 
 

Paragraphs 1 and 2 are 
partly observed  

Re paragraphs 1 and 2: 
As per the recommendation of the 
Company’s Board of Directors, the 
annual General Meeting of 
Shareholders for 2015 approved the 
amount and procedure of remuneration 
and reimbursement of costs 
(compensations) for the Company’s 
Board of Directors. There are no 
additional risks associated with the lack 
of a formal policy on remuneration and 
reimbursement of costs 
(compensations) for the Company’s 
Board of Directors. In December 2016, 
the Company’s Board of Directors 
approved the Regulations on the long-
term incentive programme for the 
Company’s executives and other key 
managers. 
Non-compliance with the Corporate 
Governance Code is limited in time. 
The recommendations on the 
Company’s policy on remunerating 
and/or reimbursing (compensating) its 
directors, executives and other key 
managers is scheduled for review 
in 2017. 

2.1.5. The board of directors plays a key role in 
prevention, identification and settlement of 
internal conflicts between the company’s 
bodies, shareholders and employees. 

1. The board of directors plays a key role in preventing, 
detecting and settling internal conflicts. 
 
2. The company has developed a system for identifying 
transactions with a conflict of interests and a system of 
measures to settle such conflicts. 
 

Observed 
 

 

2.1.6. The board of directors plays a key role in 
ensuring the company’s transparency, full and 

1. The board of directors has approved regulations on the 
information policy. 

Observed  
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timely information disclosure, and unhindered 
access of shareholders to corporate documents. 

 
2. The company has determined the persons responsible for 
implementing the information policy. 
 

2.1.7. The board of directors exercises control over the 
company’s corporate governance practices and 
plays a key role in material corporate events. 

1. During the reporting period, the board of directors 
reviewed the company’s corporate governance practices. 

Partly observed The Board of Directors’ meetings did 
not review this item separately at its 
meetings in 2016, but touched upon it 
when discussing other key items. For 
example, during the reporting period 
the Company took a number of other 
measures to introduce the best 
corporate governance practices, such as 
the approval of the amended Charter, 
new versions of the regulations on the 
Board of Directors’ committees, 
election of the new Board with three 
independent directors, establishment of 
committees of the Board of 
Directors, etc. 
The Company believes that there are 
no additional risks associated with this. 
Moreover, such non-compliance with 
the Corporate Governance Code is 
limited in time. The Board of Directors 
plans to review this matter at one of its 
meetings in 2017. 

2.2. The board of directors reports to the company’s shareholders. 
2.2.1. Information about the performance of the board 

of directors is disclosed and provided to the 
shareholders. 

1. The company’s annual report for the reporting period 
includes information about attendance of meetings of the 
board of directors and its committees by individual directors. 
 
2. The annual report provides information about key 
deliverables of the board performance assessment conducted 
during the reporting period. 
 

Observed  

2.2.2. The chairman of the board of directors is 
available for communication with the 
company’s shareholders. 

The company has in place a transparent procedure enabling 
the shareholders to submit items and their opinions thereon 
to the chairman of the board of directors. 

Observed  
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2.3. The board of directors is the company’s effective and professional governance body capable of making fair and independent judgements and decisions in line with the 

interests of the company and its shareholders. 
2.3.1. Persons elected as members of the board of 

directors have impeccable business and personal 
reputation, as well as expertise, skills and 
experience necessary to make decisions 
reserved to the remit of the board of directors 
and required to perform the board’s 
responsibilities efficiently. 

1. The company’s procedure for assessing the performance 
of the board of directors covers, among other things, 
assessment of directors’ professional skills. 
 
2. During the reporting period, the board of directors (or its 
nomination committee) assessed the experience, knowledge, 
business reputation, conflicts of interests, etc., of candidates 
to the board of directors. 
 

Observed  

2.3.2. Members of the board of directors shall be 
elected through a transparent procedure 
enabling the shareholders to obtain sufficient 
information about candidates so that they could 
get a clear idea of their personal and 
professional qualities. 

1. In all cases where a general meeting of shareholders was 
held during the reporting period electing members of the 
board of directors, the company provided the shareholders 
with biographical data of all candidates to the board of 
directors, results of the candidate assessment performed by 
the board of directors (or its nomination committee), 
information about the candidates’ compliance with the 
independence criteria, as prescribed by recommendations 
102–107 of the Code, and the candidates’ written consent to 
be elected to the board of directors. 
 

Observed  

2.3.3. The composition of the board of directors is 
well-balanced, including in terms of its 
members’ qualifications, experience, expertise 
and business skills, with directors being trusted 
by the shareholders. 

1. As part of the board performance assessment for the 
reporting period, the board of directors reviewed its own 
needs for additional professional qualifications, experience 
and business skills. 
 

Observed  

2.3.4. The number of members in the company’s 
board of directors makes it possible to organise 
the board of directors in the most efficient way, 
including by way of establishing committees of 
the board of directors and enabling a candidate 
voted for by substantial minority shareholders to 
be elected to the board of directors. 
 

1. As part of the board performance assessment for the 
reporting period, the board of directors analysed how the 
number of members in the board of directors meets the 
company’s needs and the shareholders’ interests. 

Observed  

2.4. The board of directors includes a sufficient number of independent directors. 
2.4.1. An independent director is a person with 1. In the reporting period, all independent members of the Observed (since In 2016, the Annual General Meeting 
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sufficient professional skills, experience and 
independence to have his/her own opinion and 
make unbiased and fair judgements that are not 
influenced by the company’s executive bodies, 
certain groups of shareholders or other 
stakeholders. Under normal conditions, a 
candidate (an elected member of the board of 
directors) cannot be considered independent if 
he/she is related to the company, its substantial 
shareholder, major counterparty, competitor or 
the government. 
 

board of directors fully complied with the independence 
criteria set out in recommendations 102–107 of the Code or 
were recognised as independent by a resolution of the board 
of directors. 

05 April 2016)  
 

of Shareholders elected the new Board 
of Directors, including three directors 
who fully complied with the 
independence criteria set out in 
recommendations 102–107 of the 
Code. 

2.4.2. Candidates to the board of directors are assessed 
for compliance with the independence criteria, 
with independent directors being regularly 
checked against the same criteria. In such 
assessments, substance should prevail over 
form. 

1. During the reporting period, the board of directors (or the 
nomination committee of the board of directors) formed an 
opinion on independence of each candidate to the board of 
directors and submitted the relevant report to the 
shareholders. 
 
2. At least once during the reporting period, the board of 
directors (or the nomination committee of the board of 
directors) reviewed independence of the members of the 
board of directors who feature as independent directors in 
the company’s annual report. 
 
3. The company has developed procedures prescribing the 
course of action for a member of the board of directors when 
he/she ceases to be an independent director, including the 
obligation to inform the board of directors about this event 
in a timely manner. 
 

Paragraph 3 is 
observed 

Paragraphs 1 and 2 are 
partly observed  

Re paragraph 1: 
During the reporting period, steps were 
taken to provide for independent 
directors' participation in the 
management of the Company and for 
proper assessment of their compliance 
with the independence criteria. In 2016, 
the Annual General Meeting of 
Shareholders approved a new version 
of the Сompany’s Сharter requiring 
that candidates to the board of directors 
and independent directors be assessed 
against the independence criteria. 
Hence, such non-compliance with the 
Corporate Governance Code was 
limited in time; in 2017, the Company 
was fully compliant with the relevant 
Code provisions. The list of candidates 
to be elected to the Company’s Board 
of Directors in 2017 was made in 
accordance with the procedures set out 
in the Charter, including assessing 
candidates to the board of directors 
against the independence criteria and 
preparing a relevant report. 
The Company believes that there are 
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no additional risks associated with this. 
2.4.3. Independent directors constitute at least one 

third of the elected board of directors. 
 

1. Independent directors constitute at least one third of the 
board of directors. 

Observed  

2.4.4. Independent directors play a key role in 
preventing internal conflicts within the company 
and taking material corporate actions. 

1. Independent directors with no conflict of interests 
tentatively assess material corporate actions related to a 
potential conflict of interests and provide the results of such 
assessment to the board of directors. 

Partly observed The Company’s Charter or other 
internal regulations do not provide a 
formal procedure for assessment of 
material corporate actions by 
independent directors. However, to 
mitigate any additional risks, the 
Company’s Charter sets out required 
competences of the governance bodies 
with respect to the matters defined as 
material corporate actions in the Code. 
As regards material transactions, the 
applicable rules and regulations are set 
out in the laws of the Russian 
Federation and the Company’s internal 
regulations. Moreover, the Company 
has a practice of informing independent 
directors in advance of all material 
corporate actions and providing them 
with an opportunity to submit the 
results of their assessment of such 
actions to the Board of Directors. 

2.5. The chairman of the board of directors ensures that the board of directors discharges its responsibilities in the most efficient way. 
2.5.1. The chairman of the board of directors has been 

elected from among the independent directors, 
or a senior independent director has been 
appointed from among the elected independent 
directors to coordinate the work of such 
independent directors and liaise with the 
chairman of the board of directors. 

1. The chairman of the board of directors is an independent 
director, or a senior independent director has been appointed 
from among the independent directors. 
 
2. The role, the rights and the responsibilities of the 
chairman of the board of directors (and, where applicable, of 
the senior independent director) are duly set out in the 
company’s internal regulations. 
 

Observed  

2.5.2. The chairman of the board of directors promotes 
a constructive approach to the meetings and free 
discussion of agenda items, and oversees 

During the reporting period, performance of the chairman of 
the board of directors was assessed as part of the board 
performance assessment procedure. 

Observed  
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implementation of the resolutions adopted by 
the board of directors. 
 

2.5.3. The chairman of the board of directors makes 
sure that directors are provided with materials 
required to make well-informed decisions on 
agenda items in a timely manner. 
 

1.  The responsibility of the chairman of the board of 
directors to provide directors with materials on the agenda 
items of the board’s meeting is formalised in the company’s 
internal regulations. 

Observed  

2.6. Members of the board of directors act reasonably and in good faith to protect the interests of the company and its shareholders, based on sufficient awareness and with 
due care and diligence. 

2.6.1. Members of the board of directors have no 
conflict of interests and make decisions taking 
in all available information, treating the 
shareholders equitably and assuming no 
excessive business risks. 

1. The company’s internal regulations provide that a 
member of the board of directors shall notify the board if 
he/she has a conflict of interests with respect to any item on 
the agenda of a meeting of the board or its committee, 
before such agenda item is being discussed. 
 
2. The company’s internal regulations provide that a 
member of the board of directors shall abstain from voting 
on any item in respect of which he/she has a conflict of 
interests. 
 
3. The company has adopted a procedure entitling the board 
of directors to professional consultations on matters falling 
within its remit at the company’s expense. 
 

Observed  

2.6.2. The rights and responsibilities of members of 
the board of directors are clearly set out and 
formalised in the company’s internal 
regulations. 
 

1. The company has adopted and published an internal 
regulation that clearly sets out the rights and responsibilities 
of members of the board of directors. 

Observed  

2.6.3. Members of the board of directors have 
sufficient time to perform their responsibilities. 

1. Individual attendance of the board and committee 
meetings and the time spent to prepare for such meetings 
were taken into consideration during the board performance 
assessment for the reporting period. 
 
2. In accordance with the company’s internal regulations, 
members of the board of directors shall notify the board of 
directors about their intention to join governance bodies of 

Observed  
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other organisations (excluding organisations controlled by or 
affiliated with the company) or any such appointments that 
have already been approved. 
 

2.6.4. All members of the board of directors have 
equal access to the company’s documents and 
information. Newly elected members of the 
board of directors receive sufficient information 
about the company and the board’s operations in 
the shortest possible time. 

1. In accordance with the company’s internal regulations, 
members of the board of directors have the right to access 
documents and make inquiries about the company and its 
controlled organisations, with the company’s executive 
bodies being obliged to provide the relevant information and 
documents. 
 
2. The company has put in place a formal orientation 
programme for newly elected members of the board of 
directors. 

 

Paragraph 1 is 
observed 

Paragraph 2 is partly 
observed  

Non-compliance with the Corporate 
Governance Code is limited in time. 
The Company believes that there are 
no additional risks associated with this, 
because the non-formal orientation 
programme for newly elected members 
of the Board of Directors is in active 
use on an ongoing basis. The agenda of 
the meetings of the Board of Directors 
includes introduction to the Company’s 
operations, and there are also regular 
field trips and visits to the Company’s 
production sites. However, in order to 
improve its corporate governance 
system,  in 2017–2018, the Company 
plans to decide on the formalisation of 
the orientation programme for newly 
elected members of the Board of 
Directors, as it has already been put in 
place and remains effective. 

2.7. Holding of board meetings, preparation for them and effective attendance of board members ensure efficiency of the board of directors. 
2.7.1. Meetings of the board of directors are held as 

and when necessary, with due regard for the 
company’s size and current objectives. 
 

1. The board of directors held at least six meetings during 
the reporting year. 

Observed  

2.7.2. The company’s internal regulations establish a 
procedure to prepare for and hold board 
meetings, so that members of the board of 
directors could make proper preparations. 
 

1. The company has approved an internal regulation setting 
out the procedure to prepare for and hold board meetings 
and providing, among other things, that the notice of a 
meeting shall be generally served at least five days prior to 
the meeting date. 

Observed  

2.7.3. The form of a board meeting is determined 
based on the importance of the agenda items. 
Key matters are reviewed at meetings held in 
praesentia. 

1. The company’s charter or internal regulations provide that 
critical matters (as per the list featuring in 
recommendation 168 of the Code) shall be reviewed at 
board meetings held in praesentia. 

Partly observed In accordance with Clause 5.13 of the 
Company’s Regulations on the Board 
of Directors, resolutions on certain 
matters may only be adopted by 
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meetings held in praesentia. The Code 
(recommendation 168) provides a 
comprehensive list of matters 
suggested for review by the board 
meetings held in praesentia, from 
which the Company has selected the 
most critical ones based on the context 
of the Company’s operations and 
governance structure. 
In the current situation, such non-
compliance with the Corporate 
Governance Code is not limited in 
time; at the moment, the Company 
does not consider it necessary to 
increase the number of meetings held 
in praesentia to make decisions on 
agenda items. However, to mitigate any 
additional risks, the Company has 
adopted the practice of regular 
conference calls of the Board members 
to discuss the most important matters 
pertaining to the Company’s 
operations. 

2.7.4. Resolutions on matters critical for the 
company’s operations are adopted at meetings 
of the board of directors by a qualified majority 
or a majority vote of all elected members of the 
board of directors. 

1. The company’s charter provides that resolutions on 
critical matters, as listed in the Code’s recommendation 170, 
shall be adopted at meetings of the board of directors by a 
qualified majority of at least three-fourth of the votes cast or 
by a majority vote of all elected members of the board of 
directors. 
 

Not observed This provision is not included in the 
Company’s internal regulations.  
In the current situation, such non-
compliance with the Corporate 
Governance Code is not limited in 
time. The Board of Directors plans to 
consider adding provisions to govern 
decision-making on the matters most 
critical for the Company’s operations 
in 2017–2018, however, currently, the 
Company does not consider it 
necessary to increase the quorum for 
adopting resolutions. 
The Company believes that there are 
no additional risks associated with this, 
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because in line with the Company’s 
practice, prior to voting, draft 
resolutions are subject to preliminary 
discussions by the members of the 
Board of Directors. 

2.8. The board of directors sets up committees to carry out a preliminary review of the most important matters pertaining to the company’s operations. 
2.8.1. To carry out a preliminary review of matters 

pertaining to the control of the company’s 
business performance, the board of directors 
sets up an audit committee made up of 
independent directors. 

1. The board of directors sets up an audit committee 
consisting of independent directors only. 
 
2. The company’s internal regulations set forth the audit 
committee responsibilities, including those contained in 
recommendation 172 of the Code. 
 
3. At least one audit committee member, who is an 
independent director, is required to have experience and 
knowledge in preparation, review, evaluation and audit of 
the accounting (financial) statements. 
 
4. In the reporting period, the audit committee holds its 
meetings at least once every calendar quarter. 
 

Observed 
 

 

2.8.2. For the preliminary review of matters pertaining 
to implementing effective and transparent 
remuneration practices, the board of directors 
sets up a remuneration committee made up of 
independent directors and chaired by an 
independent director who is not chairman of the 
board of directors. 

1. The board of directors sets up a remuneration committee 
made up of independent directors only. 
 
2. The remuneration committee is chaired by an independent 
director who is not chairman of the board of directors. 
 
3. The company’s internal regulations set forth the 
remuneration committee responsibilities, including those 
contained in recommendation 180 of the Code. 

Paragraphs 2 and 3 
are observed 

Paragraph 1 is partly 
observed  

 

The Company established a 
Nomination and Remuneration 
Committee made up of four directors, 
including three independent directors 
and a non-executive director. The 
Committee is chaired by Edward 
Dowling, Chairman of the Board of 
Directors, as a director with the 
broadest competencies and experience 
required for the Committee to function 
efficiently. 
Non-executive director Anastasia 
Galochkina was elected to the 
Nomination and Remuneration 
Committee as per the recommendation 
of the Company’s independent 
directors supported unanimously.  
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The rationale behind this 
recommendation is that Anastasia 
Galochkina has the competencies and 
experience required for the Nomination 
and Remuneration Committee to 
function efficiently, and that foreign 
Board members may lack such 
competencies and experience for 
objective reasons. Anastasia 
Galochkina also has deep knowledge of 
matters falling within the scope of the 
Committee’s powers, and the 
applicable laws and regulations of the 
Russian Federation.  
In the current situation, such non-
compliance with the Corporate 
Governance Code is not limited in 
time. The Company believes that there 
are no additional risks associated with 
this. 

2.8.3. For the preliminary review of matters pertaining 
to the staff (succession planning), competencies 
and efficiency of the board of directors, the 
board sets up a nomination (appointment, HR) 
committee which is mostly made up of 
independent directors. 

1. The board of directors sets up a nomination committee (or 
its functions specified in recommendation 186 of the Code 
are performed by another committee 40), which is mostly 
made up of independent directors. 
 
2. The company’s internal regulations set forth the 
responsibilities of the nomination committee (or a similar 
committee with combined functions), including, inter alia, 
those specified in recommendation 186 of the Code. 
 

Observed  

2.8.4. Taking into consideration the scale of 
operations and risk levels, the board of directors 
makes sure that the composition of its 
committees fully meets the company’s goals. 
Additional committees (a strategy committee, 
corporate governance committee, ethics 
committee, risk management committee, budget 
committee, HSE committee, etc.) are either set 

1. In the reporting period, the board of directors reviews the 
composition of its committees and conformity thereof with 
the board’s mandate and the company’s goals. Additional 
committees are either set up or found unnecessary. 

Observed  
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up or found unnecessary. 
 

2.8.5. The committee composition allows for 
comprehensive discussions of, and multiple 
opinions on, matters subject to preliminary 
review. 

1. The board’s committees are chaired by independent 
directors. 
 
2. According to the сompany’s internal regulations 
(policies), any person that is not a member of the audit 
committee, the nomination committee or the remuneration 
committee, may attend meetings of such committees only by 
invitation of the chairman of the respective committee. 
 

Observed  

2.8.6. Committee chairmen regularly report on the 
work of their committees to the board of 
directors and its chairman. 
 

1. During the reporting period, committee chairmen 
regularly report on the work of their committees to the board 
of directors. 

Observed  

2.9. The board of directors arranges for the assessment of the board of directors, its committee and member performance. 
2.9.1. The board’s performance assessment is aimed at 

evaluating the efficiency of the board of 
directors, its members and committees, and 
conformity with the company’s goals, 
identifying improvement areas, and improving 
the board performance. 
 

1. Self-assessment or independent assessment of the board 
of directors in the reporting period includes performance 
assessment of its committees, individual members and the 
board of directors in general. 
 
2. The boards of directors reviews the results of its self-
assessment or independent assessment in the reporting 
period  at a meeting held in praesentia. 

Paragraphs 1 and 2 of 
clause 2.9.1 are 

observed starting 
from 2017 

 
Clause 2.9.2 will be 

observed starting 
from 2018 

Non-compliance with the Corporate 
Governance Code was limited in time. 
The Code’s recommendations on the 
assessment were observed by the 
Company in 2016, which means that, 
de facto, they were introduced in 2017. 
The Board of Directors made a 
resolution to conduct assessment upon 
the expiration of a one-year period post 
election for the assessment to be 
correct. The Company believes that 
there are no additional risks associated 
with this.  Independent assessment is 
performed once every three years. Self-
assessment was performed by the 
Board of Directors in 2016. 
Independent assessment of the Board 
of Directors is scheduled at the end of 
2018. 
The Company believes that there are 
no additional risks associated with this. 

2.9.2. The assessment of the board of directors, its 
members and committees is performed on a 
regular basis, at least once a year. At least once 
every three years, the company engages an 
independent organisation to assess the board 
performance. 
 

1. At least once over the last three reporting periods, the 
company engages an independent organisation (consultant) 
to assess the board performance. 

3.1. The company’s corporate secretary ensures effective day-to-day interaction with the shareholders, coordinates the company’s efforts to protect its shareholder rights and 
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interests, and supports the efficient performance of the board of directors. 
3.1.1. The corporate secretary has knowledge, 

experience and qualifications sufficient to 
perform their duties, as well as an impeccable 
reputation, and enjoy credibility with 
shareholders. 

1. The company adopts and discloses the internal regulations 
on the corporate secretary. 
2. The company’s website and annual report feature the 
corporate secretary biography with the same level of detail 
as for the company’s board members and executive 
management. 

 

Paragraph 1 is 
observed 

Paragraph 2 is partly 
observed   

 

The Company’s Board of Directors 
approved the Regulations on the 
Corporate Secretary. 
The Company’s website and annual 
report feature key information about its 
Corporate Secretary as deemed 
sufficient by the Company to ensure 
observance of shareholder interests and 
performance of the Corporate Secretary 
functions. The Company believes that 
there are no additional risks associated 
with this. 

3.1.2. The corporate secretary has sufficient 
independence from the company’s executive 
bodies, as well as the power and resources 
required to perform their duties. 
 

1. The board of directors approves the appointment or 
dismissal of the corporate secretary and additional 
remuneration payable to them. 

Observed  

4.1. The remuneration paid by the company is sufficient to attract, motivate and retain professionals who have the required competencies and qualifications. Directors, 
executive bodies and other key managers are remunerated as per the company’s remuneration policy. 

 
4.1.1. The remuneration payable to the company’s 

directors, executive bodies and other key 
managers is sufficient to motivate them to 
deliver on their commitments and enable the 
company to attract and retain competent and 
qualified professionals. At the same time, the 
company avoids exceeding the required size of 
remuneration, or creating an unreasonably wide 
remuneration gaps between any of the above 
and the company’s employees. 
 

1. The company adopts internal regulations (policies) on 
remuneration of directors, executive bodies and other key 
managers clearly defining approaches to the remuneration 
thereof. 

Partly observed As per the resolution made by the 
Annual General Meeting of 
Shareholders on 05 April 2016, the 
Company’s independent directors are 
entitled to remunerations and 
compensations within the amounts 
established by the meeting. 
The Board’s Remuneration Committee 
defines the approach to the 
remuneration payable to the 
Company’s directors, Chief Executive 
Officer and other key managers, 
including review of their key 
performance indicators (KPI), 
performance reports, KPI calculation 
methods and assessment. 
There are no additional risks associated 
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with the lack of internal regulations on 
director remuneration. As a result, such 
non-compliance with the Corporate 
Governance Code is not limited in 
time. In December 2016, the 
Company’s Board of Directors 
approved the Regulations on the long-
term incentive programme for the 
Company’s executives clearly defining 
approaches to the long-term 
remuneration of executives and other 
key managers. 

4.1.2. The company’s remuneration policy is drafted 
by the remuneration committee and approved by 
the board of directors. The board of directors 
and the remuneration committee jointly control 
the implementation of the remuneration policy 
and, if necessary, revise and amend the said 
policy. 
 

1. In the reporting period, the remuneration committee 
reviews the remuneration policy (policies) and, where 
necessary, makes relevant recommendations to the board of 
directors. 

Partly observed During the reporting period, the 
Board’s Remuneration Committee did 
not consider the draft remuneration 
policy on a separate basis, but did 
repeatedly review various aspects of 
the remuneration system and ways to 
make changes thereto, and regularly 
provided relevant recommendations to 
the Board of Directors. 
Hence, the Company’s remuneration 
policy is constantly supervised by the 
Board of Directors and there are no 
additional risks associated with the lack 
of a separate remuneration policy. 
 

4.1.3. The company’s remuneration policy provides 
for transparent mechanisms to determine the 
amount of remuneration payable to its directors, 
executive bodies and other key managers, and 
governs all types of payments, benefits and 
privileges provided to them. 

1. The company’s remuneration policy (policies) provides 
for (provide for) transparent mechanisms to determine the 
amount of remuneration payable to its directors, executive 
bodies and other key managers, and governs (govern) all 
types of payments, benefits and privileges provided to them. 

Partly observed The remuneration payable to the 
Company’s independent directors and 
the payment procedure are set out in 
the resolution made by the Annual 
General Meeting of Shareholders on 
05 April 2016. The Company considers 
it reasonable to have remuneration of 
its Chief Executive Officer governed 
by the employment agreement covering 
all types of relevant payments, benefits 
and privileges. According to the 
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Company’s Charter, the employment 
agreement is reviewed and approved by 
the Company’s Board of Directors. 
Consequently, there are no additional 
risks associated with the lack of a 
separate remuneration policy for the 
directors and the sole executive body 
of the Company. As a result, such non-
compliance with the Corporate 
Governance Code is not limited in 
time. In December 2016, the 
Company’s Board of Directors 
approved the Regulations on the long-
term incentive programme for the 
Company’s executives clearly defining 
approaches to the long-term 
remuneration of executives and other 
key managers. 

4.1.4. The company adopts a reimbursement 
(compensation) policy specifying reimbursable 
expenses and services that the company’s 
directors, executive bodies and other key 
managers are entitled to. This policy may be 
part of the company’s remuneration policy. 
 

1. The remuneration policy (policies) or other company’s 
internal regulations establish the rules to reimburse its 
directors, executive bodies and other key managers for the 
expenses incurred. 

Partly observed The rules to reimburse the company’s 
directors for the incurred expenses are 
set out in the resolution made by the 
General Meeting of Shareholders on 
05 April 2016 (Minutes No. 01/16-
OSA). 
There are clear reimbursement rules 
applying to the executive bodies and 
other key managers of the Company as 
established by various HR policies. 
Hence, there are no additional risks 
associated with the lack of a formal 
policy on remuneration of directors, 
executive bodies and other key 
managers of the Company. 

4.2. The system of remuneration for the members of the board of directors ensures that their financial interests are aligned with the long-term financial interests of 
shareholders. 

 
4.2.1. The company pays fixed annual remuneration to 

the members of its board of directors. The 
1. Fixed annual remuneration was the only financial 
remuneration for the members of the board of directors for 

Observed  
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company does not pay remuneration for the 
participation in individual meetings of the board 
of directors or the board’s committees. The 
company does not use short-term and additional 
financial incentives for the members of the 
board of directors. 
 

their participation in the board during the reporting period. 

4.2.2. Long-term ownership of the company’s shares 
plays a central role in aligning the financial 
interests of the members of the board of 
directors with the long-term interests of the 
shareholders. The company does not link the 
right to sell shares to achieving certain 
performance indicators, and members of the 
board of directors do not participate in option 
plans. 
 

1. If the company’s internal regulation (regulations), 
i.e. remuneration policy (policies), allow for distribution of 
the company’s shares to the members of the board of 
directors, clear rules in respect of share ownership by the 
members of the board of directors must be approved and 
duly disclosed in order to encourage long-term ownership of 
such shares. 

Observed  

4.2.3. The company does not provide any additional 
payments or compensations to the members of 
the board of directors in the event of early 
termination of office resulting from a transfer of 
control over the company or any other 
circumstances. 
 

1. The company does not provide any additional payments 
or compensations to the members of the board of directors in 
the event of early termination of office resulting from a 
transfer of control over the company or any other 
circumstances. 

Observed  

4.3. The system of remuneration for executives and other key managers of the company are linked to the company’s performance and the employees’ personal contribution to 
the latter.  

4.3.1. Remuneration of the company’s executives and 
other key managers ensure reasonable and 
justifiable balance between the fixed and 
variable components, with the latter depending 
on the company’s performance and the 
employees’ personal (individual) contributions 
thereto. 

1. During the reporting period, annual performance 
indicators approved by the board of directors were used to 
determine the variable remuneration for executives and other 
key managers of the company. 
 
2. During the latest assessment of the remuneration system 
for the company’s executives and other key managers, the 
board of directors (remuneration committee) made sure that 
the company maintains an effective balance between the 
fixed and variable components of remuneration. 
 
3. The company has approved a procedure ensuring 

Paragraphs 1 and 2 
are observed 

Paragraph 3 is not 
observed 

 

The Company has not approved a 
procedure ensuring repayment of 
bonuses illegally obtained by the 
Company’s executives and other key 
managers, as such matters are regulated 
by the Labour and Civil Codes of the 
Russian Federation. Such repayment is 
always subject to the employee’s 
consent to return the bonus, as 
confirmed by the withholding 
application. In all other cases, the 
Company may not withhold any 
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repayment of bonuses illegally obtained by the company’s 
executives and other key managers. 
 

amounts, including those accrued 
incorrectly, without the employee’s 
consent, unless the court rules 
otherwise. In order to mitigate any 
additional risks, the Company has 
developed procedures preventing any 
wrongful payment of bonuses to the 
Company’s employees.  

4.3.2. The company has implemented a long-term 
incentive programme for the company’s 
executives and other key managers, involving 
the company’s shares (options or other 
derivatives with the company’s shares as the 
underlying asset). 

1. The company has implemented a long-term incentive 
programme for the company’s executives and other key 
managers, involving the company’s shares (financial 
instruments with the company’s shares as the underlying 
asset). 
 
2. Under the long-term incentive programme for the 
company’s executives and other key managers, the right to 
sell shares and other financial instruments used for the 
purposes of such programme can be exercised no earlier 
than three years from the date of granting. Moreover, the 
right to sell the same is subject to the implementation of 
certain performance indicators of the company. 
 

Observed  

4.3.3. The amount of severance pay (“golden 
parachute”) delivered by the company in the 
event of early termination of office by an 
executive or another key manager (provided that 
such termination was initiated by the company 
with no misconduct on the part of the respective 
employee) should not exceed twice the value of 
the fixed component of their annual 
remuneration. 
 

1. The amount of severance pay (“golden parachute”) 
delivered by the company in the event of early termination 
of office by an executive or another key manager 
(provided that such termination was initiated by the 
company with no misconduct on the part of the respective 
employee) did not exceed twice the value of the fixed 
component of their annual remuneration in the reporting 
period. 

Observed  

5.1. The company has put in place an effective risk management and internal control system to ensure reasonable assurance about the achievement of the company’s goals. 
 

5.1.1. The board of directors has defined the 
company’s risk management and internal 
control principles and approaches. 

1. The roles of the company’s various governance bodies 
and functions with respect to the risk management and 
internal control system are clearly set out in the internal 
regulations representing the company’s dedicated policy that 

Observed  
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was approved by the board of directors. 
 

5.1.2. The company’s executive bodies ensure the 
creation and maintenance of an effective risk 
management and internal control system in the 
company. 
 

1. The company’s executive bodies have ensured the 
distribution of roles and responsibilities associated with risk 
management and internal control between the managers 
(heads) of divisions and departments reporting directly to 
them. 

Observed   
 

5.1.3. The company’s risk management and internal 
control system provides an unbiased, fair and 
clear view of the company’s current situation 
and outlook, and ensures integrity and 
transparency of the company’s reports, as well 
as a reasonable and acceptable level of risk-
taking. 

1. The company has approved an anti-corruption policy. 
 
2. The company has developed an accessible framework to 
inform the board of directors or the board’s committee about 
violations of law, internal procedures, and the company’s 
ethics code. 

Observed  

5.1.4. The company’s board of directors takes all the 
necessary steps to make sure that the risk 
management and internal control system 
implemented by the company complies with the 
principles and approaches determined by the 
board of directors and operates effectively. 
 

1. During the reporting period, the board of directors or the 
board’s audit committee assessed the effectiveness of the 
company’s risk management and internal control system. 
Information on the key results of the assessment was 
included in the company’s annual report. 

Observed  

5.2. The company conducts internal audits for the purposes of a systematic independent assessment of reliability and effectiveness of the risk management and internal 
control system and the corporate governance practices. 

 
 

5.2.1. For the internal audit purposes, the company has 
established a dedicated business unit or engaged 
an independent external service provider. 
Functional and administrative reporting lines of 
the internal audit unit are separated. The 
functional division of the internal audit unit 
reports directly to the board of directors. 
 

1. For the internal audit purposes, the company has 
established a dedicated internal audit unit functionally 
reporting to the board of directors or the audit committee, or 
engaged an independent third-party services provider 
following the same reporting line. 

Observed  

5.2.2. The internal audit unit assesses the effectiveness 
of the internal control, risk management and 
corporate governance systems. The company 
employs the generally accepted internal audit 
standards. 

1. During the reporting period, the effectiveness of the 
internal control and risk management system was assessed 
as part of the internal audit operations. 
 
2. The company uses the generally accepted approaches to 

Paragraph 2 is 
observed 

Paragraph 1 is partly 
observed 

During the reporting period, the 
Internal Audit Department assessed 
some of the components of the internal 
control and corporate governance 
systems. With this methodology, the 
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 internal controls and risk management.  
 

Company expects to perform a 
thorough analysis of individual 
elements in order to obtain 
comprehensive results in the future 
periods. 
The Company believes that there are no 
additional risks associated with this. 
Besides, such non-compliance with the 
Corporate Governance Code is limited 
in time. Effectiveness assessment for 
the risk management system is 
scheduled for 2017. 
The potential risks are mitigated by the 
fact that, according to the Company’s 
Charter, the Board’s Audit Committee 
controls the reliability and effectiveness 
of the risk management and internal 
control system, which is fully in line 
with the generally accepted approaches 
to internal controls and risk 
management. 
 

6.1. The company and its operations are transparent for the shareholders, investors and other stakeholders. 
 

6.1.1. The company has developed and implemented 
an information policy ensuring an effective 
information exchange between the company, its 
shareholders, investors, and other stakeholders. 

1. The company’s board of directors has approved an 
information policy in line with the Code’s 
recommendations. 
 
2. The board of directors (or one of its committees) has 
reviewed matters related to the company’s compliance with 
its information policy at least once during the reporting 
period. 
 

Not observed 
 

Re paragraphs 1 and 2: 
Currently, there is no approved 
information policy based on the Code’s 
recommendations in the Company.  
In order to mitigate any additional 
risks, the Company strictly adheres to 
the applicable Russian law, in 
particular, as regards mandatory 
disclosure of information. 
The Board of Directors, the Company’s 
executives and employees are fully 
aware of their responsibility for the 
accuracy and completeness of 
information disclosed in accordance 
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with the applicable laws. 
Such non-compliance with the 
Corporate Governance Code is limited 
in time. The Board of Directors plans 
to review matters related to the 
Company’s compliance with its 
information policy in 2017. This matter 
is also subject to preliminary review by 
the Board of Directors’ Audit 
Committee. 

6.1.2. The company discloses information about its 
corporate governance system and practices, 
including details about its compliance with the 
principles and recommendations of the Code. 

1. The company discloses information about its corporate 
governance system and the general corporate governance 
principles employed by the company, including by posting 
it on the company’s website. 
 

2. The company discloses information about the 
composition of the executive bodies and the board of 
directors, independence of directors and their membership in 
the committees of the board of directors (in accordance with 
the definition provided in the Code). 
 
3. If there is a person controlling the company, the company 
publishes a memorandum on behalf of such controlling 
person to set out this person’s plans with respect to the 
company’s corporate governance. 
 

Paragraphs 1 and 2 
are observed 

Paragraph 3 is not 
observed 

The controlling persons have not 
drafted a memorandum on plans with 
respect to the Company’s corporate 
governance. 
The existing practices of developing 
and publishing such memoranda are 
expected to be reviewed. If found 
appropriate, the Board of Directors will 
submit relevant proposals to the 
controlling person. 
The Company assumes that in the 
current situation, such non-compliance 
with the Corporate Governance Code is 
limited in time. The Company believes 
that there are no additional risks 
associated with this. 

6.2. The company timely discloses complete, up-to-date and reliable corporate information so that its shareholders and investors can make well-informed decisions. 
 
 

6.2.1. The company discloses information regularly, in 
a consistent and timely manner, in line with the 
principles of data accessibility, reliability, 
completeness and comparability. 

1. The company’s information policy defines approaches 
and criteria used to identify information that could 
materially impact the company’s valuation, the price of its 
securities, and procedures ensuring timely disclosure of such 
information. 
 
2. If the company’s securities are traded in the established 
foreign markets, all material information with regard thereto 
is disclosed throughout the reporting year in both Russia and 

Observed  
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any such markets on a concurrent and equal basis. 
 
3. If foreign shareholders own a significant number of the 
company’s shares, information is disclosed  throughout the 
reporting year not only in Russian, but also in one of the 
most widely used foreign languages. 
 

6.2.2. The company avoids a formalistic approach to 
information disclosures and discloses material 
information on its operations even if it is not 
obliged to do so under the applicable law. 

1. During the reporting period, the company disclosed its 
IFRS financial statements for the full year and six months. 
The company’s annual report for the reporting period 
includes full year IFRS financial statements along with the 
auditor’s report. 
 
2. The company discloses full information about its capital 
structure in the annual report and on the corporate website in 
accordance with Recommendation 290 of the Code. 
 

Observed  

6.2.3. As a key communication tool to liaise with 
shareholders and other stakeholders, the annual 
report provides information needed to assess the 
company’s full-year performance. 

1. The company’s annual report provides information about 
the key aspects of the company’s operating and financial 
performance. 
 
2. The company’s annual report provides information 
about the company’s environmental and social performance. 
 

Observed  

6.3. The company provides information and documents at the shareholders’ request pursuant to the principle of equal and unhindered availability. 
 

6.3.1. The company provides information and 
documents at the shareholders’ request pursuant 
to the principle of equal and unhindered 
availability. 

1. The company’s information policy determines the 
procedure ensuring unhindered access to information, 
including data about legal entities controlled by the 
company, at the shareholders’ request. 
 

Observed  

6.3.2. When providing information to shareholders, the 
company maintains a reasonable balance between 
the interests of individual shareholders and its 
own interests, specifically as regards 
confidentiality of sensitive business information 
which may have a material effect on the 
company’s competitiveness. 

1. In the reporting period, the company did not turn down 
shareholders’ information requests, or such refusals were 
justified. 
 
2. If and when required by the company’s information policy, 
shareholders are informed about the sensitive nature of 
transferred data and undertake to keep them confidential. 

Observed 
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7.1. Actions which do or may materially affect the structure of the company’s share capital and its financial standing and, consequently, that of the company’s shareholders 

(material corporate actions) are taken on fair terms ensuring that rights and interests of the shareholders and other stakeholders are respected. 
 

7.1.1. Material corporate actions include 
reorganisation of the company, acquisition of 
30% or more of its voting shares (takeover), 
material transactions made by the company, 
increase or decrease of the company’s charter 
capital, listing and delisting of its shares, and 
other actions which may result in material 
changes to, or violation of shareholder rights 
and interests. The company’s charter sets out a 
list (criteria) of transactions or other actions 
deemed to be material corporate actions 
reserved to the company’s board of directors. 

1. The company’s charter sets out a list of transactions or 
other actions deemed to be material corporate actions and 
criteria to determine the same. Decision-making with regard 
to material corporate actions is reserved to the board of 
directors. If and when the applicable law directly reserves 
such corporate actions to the general meeting of 
shareholders, the board of directors should provide relevant 
recommendations to the shareholders. 
 
2. The material corporate actions referred to in the 
company’s charter include, but are not limited to 
reorganisation of the company, acquisition of 30% or more 
of its voting shares (takeover), material transactions made by 
the company, increase or decrease of the company’s charter 
capital, and listing and delisting of its shares. 
 

Paragraphs 1 and 2 
are partly observed 

 

Re paragraphs 1 and 2: 
The Company does not formally define 
the transactions and actions listed in 
the Code as material corporate actions 
in its internal regulations. However, in 
order to mitigate any additional risks, 
the Company ensures that there are 
relevant procedures in place to comply 
with the statutory requirements and 
procedures for such actions. 
In the current situation, such non-
compliance with the Corporate 
Governance Code is not limited in 
time, however, the Board of Directors 
plans to consider adding provisions to 
govern decision-making on matters 
critical for the Company’s operations 
in 2017–2018. 
The Company believes that there are 
no additional risks associated with this, 
because in line with the Company’s 
practice, transactions or other actions 
deemed to be material corporate 
actions according to the Code, are 
submitted for the Board of Directors' 
review or (in cases where a formal 
resolution is not provided for) are 
discussed by the members of the Board 
of Directors prior to the meetings. 

7.1.2. The board of directors plays the key role in 
making decisions and developing 
recommendations with respect to material 
corporate actions relying also on the opinions of 
the company’s independent directors. 

1. The company has put in place a procedure enabling 
independent directors to voice their position on material 
corporate actions prior to their approval. 

Partly observed The Company has not put in place a 
formal procedure enabling independent 
directors to voice their position on 
material corporate actions prior to their 
approval. However, independent 
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directors still have an opportunity to 
make their position known prior to the 
approval and to submit relevant 
recommendations. 
The Company believes that there are 
no additional risks associated with this, 
because in line with the Company’s 
practice, transactions or other actions 
deemed to be material corporate 
actions according to the Code, are 
submitted for the Board of Directors's 
review or (in cases where a formal 
resolution is not provided for) are 
discussed by the members of the Board 
of Directors prior to the meetings; the 
opinion of independent directors 
prevails. 
In the current situation, such non-
compliance with the Corporate 
Governance Code as regards the lack 
of a formal procedure is not limited in 
time, because independent directors 
consider the practice adopted in the 
Company to be fairly effective. 

7.1.3. When undertaking material corporate actions 
affecting the rights and legitimate interests of 
the shareholders, the company ensures equitable 
treatment of all shareholders, and, where 
statutory shareholder protection mechanisms are 
insufficient, takes additional measures to protect 
the rights and legitimate interests of the 
company’s shareholders. In this case, the 
company is guided not only by the formal 
regulatory requirements, but also by the 
corporate governance principles set forth in the 
Code. 

1. The company’s Charter, taking into consideration 
specifics of its operations, determined lower minimum 
criteria for considering the company’s transactions 
significant corporate actions as compared to those provided 
by the applicable laws. 
 
2. During the reporting period, all material corporate actions 
were duly approved prior to their implementation. 

Paragraph 2 is 
observed 

Paragraph 1 is partly 
observed 

The Company does not formally define 
the transactions and actions listed in 
the Code as material corporate actions 
in its internal regulations. However, in 
order to mitigate any additional risks, 
the Company ensures that there are 
relevant procedures in place to comply 
with the statutory requirements and 
procedures for such actions. In 
particular, all material corporate 
actions are discussed by the Board of 
Directors prior to making such actions. 
The Board of Directors has an 
opportunity to express its opinion on 
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the corporate action even when no 
formal approval is required in 
accordance with the law or the 
Company’s internal regulations. 
In the current situation, such non-
compliance with the Corporate 
Governance Code is not limited in 
time. During the reporting period, the 
Company effectively monitored 
compliance with this recommendation 
of the Code as required by the 
applicable law; all material corporate 
actions were duly approved prior to 
their implementation. 

7.2. The company makes sure that material corporate actions are undertaken in such a manner that allows its shareholders to obtain comprehensive and timely 
information about any such action, enables them to influence these actions, and guarantees respect and due protection of shareholder rights at the time when such 
actions are taken. 

 
 

7.2.1. Information about material corporate actions is 
disclosed along with the description of their 
rationale, conditions and consequences. 
 

1. During the reporting period, the company timely 
disclosed detailed information about material corporate 
actions, including rationale for the same and implementation 
timelines. 

 

Observed  

7.2.2. Rules and procedures related to the 
implementation of material corporate actions 
are set out in the company’s internal 
regulations. 

1. The company’s internal regulations set out a procedure 
for engaging an independent appraiser to determine value 
of the property sold or purchased as part of a major or non-
arm’s length transaction. 
 
2. The company’s internal regulations set out a procedure 
for engaging an independent appraiser to determine the 
purchase and buyback price of the company’s shares. 
 
3. The company’s internal regulations provide an extensive 
list of grounds whereby members of the board of directors 
or other persons (as required by the applicable law) are 
recognised as interested parties with respect to the 
company’s transactions. 

Paragraph 2 is 
observed 

Paragraphs 1 and 3 
are not observed 

Re paragraph 1: 
The Company’s internal regulations set 
out a procedure for engaging an 
independent appraiser to determine 
value of its assets when required by the 
applicable law. In other cases, for 
prompt decision making on the price of 
the assets, the Board of Directors 
analyses the complete and reliable 
information provided by the 
management. In order to mitigate any 
additional risks, such information is 
provided in the form of materials on 
the relevant agenda item of the meeting 
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of the Board of Directors. Since prompt 
decision making is important for the 
management bodies, such non-
compliance with the Corporate 
Governance Code is not limited in 
time. 
 
Re paragraph 3: 
The Company believes that there are 
no additional risks associated with this. 
Non-compliance with the Corporate 
Governance Code is not limited in 
time, because the Company does not 
deem it relevant to further extend the 
list of grounds whereby members of 
the Board of Directors or other persons 
are recognised as interested parties 
with respect to the Company’s 
transactions, as the applicable law 
ensures due control over non-arm’s 
length transactions and provides a 
fairly comprehensive list of interested-
party criteria.   
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Corporate governance model and practice. 

Key highlights of the corporate governance model and practice. 
The Company continues to improve the model and practices of corporate governance.  
The existing corporate governance model is based on the applicable laws and regulations, and 

approaches, principles and recommendations contained in the Corporate Governance Code, which 
serve as a guidance for instilling the best corporate governance practices. 

The most important initiatives implemented by the Company during the reporting period 
include: 

- appointment of three independent directors; 
- establishment of the Board of Directors’ committees and approval of Regulations governing 

their activities; 
- appointment of independent directors to chair the Board of Directors and its committees; 
- approval of the revised Charter, internal regulations of the Company, including Regulations on 

the General Meeting of Shareholders, Board of Directors, Auditing Commission, the dividned policy, 
and internal audit. 

The existing model of corporate governance and the way it is practised secure proper 
management and control over the executive bodies, and accountability of the Board of Directors and 
executive bodies to the Company’s shareholders.  

One of the main tasks of the Company’s management today is to boost the Company’s 
investment case, increase its capitalisation and improve the strategic planning system, including 
through the enhancement of the corporate governance framework.  

The Company seeks to increase efficiency in accomplishing production tasks and consistently 
looks for opportunities to bring its corporate governance system in line with best national and 
international practices. 

The Company’s corporate governance system is further improved to ensure observance of all 
statutory shareholder rights, effective cooperation and alignment of the majority and minority 
shareholders’ interests,strong performance of the management and control bodies, and timely, full and 
reliable disclosure of information about the Company’s operations. 

In its operations, Polyus PJSC will be continuously guided by the applicable best practices 
and the following key corporate governance principles: 

Accountability 
The Company has put in place a clear and transparent system holding the Board of Directors 

accountable to all shareholders of the Company through the rules and procedures established in 
accordance with the applicable laws. 

Transparency 
Polyus PJSC strives to enhance transparency and maintain the reputation of a reliable partner 

and an investment-friendly business. Accurate disclosure ensures mitigation of investor risks and 
thereby has a positive effect on the Company’s capitalisation. 

The scope and quality of information disclosed by the Company is one of the key elements of 
the corporate governance framework. The Company regularly discloses full information on all 
material matters, including its financial standing, operating results, ownership structure, lists of 
affiliated persons, information about securities, etc.  

As regards mandatory disclosure of information, Polyus PJSC adheres to the regulatory 
requirements, including the Federal Law "On Joint-Stock Companies", recommendations of the 
Corporate Governance Code, regulations of the UK Financial Services Authority, and the listing rules 
of Russian and foreign stock exchanges. 

In 2017, the Company aims to improve the system in place focusing on timely disclosure of 
reliable information about all material facts related to its operations, including: 

- its financial standing; 
- social and environmental indicators; 
- operating results; 
- ownership and governance structure. 
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Additionally, the Company works to ensure highly convenient access to such information for 
the shareholders and other stakeholders, including through optimisation of the corporate website 
structure. 

 
Responsibility 
The responsibility principle translates into recognition of all stakeholder rights as required by 

the applicable laws. The Company strives to establish effective cooperation with such stakeholders to 
ensue further development and financial and operating stability.  

In order to improve its corporate governance system, the Company has been taking the 
following steps in line with the best corporate governance practices: 

• most complete presentation of the draft annual report at the Company’s corporate website both 
in Russian and English (a mandatory requirement); 

• making information about professional track record of candidates to the Company’s Board of 
Directors and the Audit Commission available to the shareholders; 

• preparation and posting of the interim and annual IFRS financial statements on the website; 
• regular conferences for the investment community to provide an overview of the Company’s 

business highlights; 
• translation of Russian materials subject to mandatory disclosure in accordance with the laws 

of the Russian Federation into English, including the annual and quarterly reports, lists of 
affiliated persons, and corporate action notices; 

• management of Polyus PJSC seeking to ensure regular in-praesentia meetings of the Board of 
Director. 

Fairness 
The Company protects the rights and legitimate interests of its shareholders, and ensures 

equitable treatment irrespective of the size of the shareholder’s interest in the charter capital. The 
Company’s Board of Directors and management provide all shareholders with the right to pursue 
remedies against any violations and mistreatment. 

Outlook: improvement of the corporate governance framework of Polyus PJSC 
Improvement of the corporate governance framework remains one of the key tasks for 

Polyus PJSC in 2017. 

In 2016, the Company took a number of important steps to ensure compliance with all the 
requirements set out in the Moscow Exchange’s Listing Rules with respect to the companies included 
in Level 1 List of Securities admitted to trading. For example, from April 2016, there have been 
independent directors sitting on the Company’s Board of Directors, while internal regulations of 
Polyus PJSC formalising the corporate governance procedures and practices ensure effective 
protection of the shareholders’ interests and operating stability of the Company. 

Yet, as of now, the Company does not comply with all the recommendations provided in the 
Corporate Governance Code (Appendix to letter of the Bank of Russia No. IN-06-52/8 dated 
17 February 2016). Hence, improvement of the Company’s internal corporate governance standards 
with a view to ensuring close alignment with the Corporate Governance Code recommendations will 
remain one of the key priorities going forward. 

For example, Polyus PJSC is planning to improve procedures related to the preparation and 
running of General Meetings of the Company’s Shareholders. With a view to ensuring the most 
favourable environment for the shareholders to participate in the General Meetings, take well-
informed decisions on the agenda items and coordinate their actions so that they can form an opinion 
on the reviewed matters, the Company plans to oblige the Board of Directors to provide an opinion on 
all agenda items prior to the General Meeting and include this opinion in the materials distributed to 
the shareholders. 

The practices adopted by Polyus PJSC ensure timely and comprehensive communication of 
information on the Company’s ongoing operations to the Board of Directors so that they could take 
well-informed decisions as required by their remit. To improve efficiency of the Board of Directors, 
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the Company plans to formalise the adopted practices and put in place a comprehensive orientation 
programme for the newly elected directors. 

The Company also intends to regularly assess independent directors’ compliance with the 
independence criteria. Regular compliance assessment and analysis are included in the action plan of 
the Company’s Nomination and Remuneration Committee for the future periods. 
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APPENDIX 2: Major and non-arm’s length transactions 
 

In 2016, Polyus PJSC did not make any transactions qualifying as major under the Federal 
Law On Joint-Stock Companies and requiring approval by the Company’s authorised management 
body in accordance with Chapter X of the Federal Law On Joint-Stock Companies. 

List of Polyus PJSC 2016 transactions which, pursuant to the Federal LawOn Joint-Stock 
Companies are considered non-arm’s length transactions and require approval by the Company’s 
authorised management body in accordance with Chapter XI of the Federal Law On Joint-Stock 
Companies. 

 
Subject matter 
and other material 
conditions of the 
transaction 

Party to the 
transaction 

Price Related parties The joint-stock 
company’s 
management 
body 
approving the 
transaction 

Consulting services 
to be provided from 
01 January 2017 to 
31 December 2017  

MC Polyus LLC RUB 1,062,000, 
incl. VAT 
(18%) 

Pavel Grachev Board of 
Directors 
(Minutes 
No. 14-16/SD 
dated 
09 December 
2016) 

Consulting services 
to be provided from 
20 September 2016 
to 31 March 2017 

Polyus JSC, 
Matrosov 
Mine JSC, 
Tonoda JSC, 
Krasnoyarsk 
Exploration LLC 
and 
AMC Consultants 
Limited 

USD 2,242,000, 
excl. Russian 
VAT (18%) of 
USD 403,560 

Pavel Grachev, 
Mikhail Stiskin 
and Vladimir 
Polin 

Board of 
Directors 
(Minutes 
No. 14-16/SD 
dated 
09 December 
2016) 

 
 

 

consultantplus://offline/ref=2E4E9DCA2A7779BDE62D21AA91A4CA4F591EEB75AEC84CCBCBD09D2B00410C91BED2714099E9BFEDX128I
consultantplus://offline/ref=2E4E9DCA2A7779BDE62D21AA91A4CA4F591EEB75AEC84CCBCBD09D2B00410C91BED2714099E9BFEDX128I
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APPENDIX 3: Energy utilised by the Company in 2016. 

Name 
Unit 

Consumption in 2015 Consumption in 2016 
Costs in 2016 
[RUB ‘000] 

Coal tonnes 535,936 517,216 598,160 

Oil (used as fuel) tonnes 26,758 29,524 292,841 

Consumption of motor fuels: 
  

  

petrol tonnes 1,806 1,656 54,592 
diesel fuel tonnes 155,967 145,661 4,494,594 
Consumption of electricity supplied from external sources / 
purchased (electric power plants – internal needs, electric 
power grids – grid losses) 

thousand kW h 1,764,861 1,736,166 3,632,747 

Consumption of thermal power supplied from external 
sources / purchased (thermal power plants – internal needs, 
heating networks – grid losses) 

thousand Gcal 11.79 14.98 35,060 

Use of fresh water from natural resources and water supply 
systems (water supply systems –- internal needs + losses) thousand cu m 26,004.6 32,205 n/a 
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